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Invitation: Join us for our
30th Anniversary Conferencel

To celebrate its 30th anniversary, CASE — Center for Social and Economic Research has invited
international scholars, policymakers, and the business community to discuss lessons learned over
the past 30 years and the future challenges for the European Union and Poland specifically. Taking
a comparative perspective, the Conference “Looking Back to Look Forward: the Future of the EU
Economy”, which will take place on September 23-24, 2021 in Warsaw, Poland, will not only survey
the landscape which has changed dramatically over CASE’s lifespan (and with CASE’s assistance),

but also derive practical, action-oriented, and tangible policy lessons for Europe.

The conference will feature five panel sessions devoted to the challenges that Poland and Europe have
been facing due to the COVID-19 pandemic and the corresponding policies employed by governments.
In particular, we are planning to focus on global value chains, the sustainability of public debt, the labor
market, health policies, and other economic and social issues. The 1st discussion panel will focus
on the lessons to be drawn from the experience of the transition countries in Eastern Europe. This topic
has been significant to CASE since its founding in 1991, and we believe it continues to be an important

issue for discussion.

Due to the COVID-19 pandemic, but also using the valuable experience gained working under social
distancing conditions, the conference will be held in a hybrid format, with sessions at a physical venue
in conjunction with the online presence of some speakers, all streamed digitally allowing for live virtual

attendance.

We are looking forward to your participation!
The CASE Team

PROGRAM

REGISTER

Institutional patron Media patrons

@ WMRZECZPOSPOLITA

THE WORLD BANK

IBRD - IDA | WORLD BANKGROUP


https://www.case-research.eu/en/save-the-date-i-case-30th-anniversary-conference-looking-back-to-look-forward-the-future-of-the-eu-economy-101734
https://www.case-research.eu/en/save-the-date-i-case-30th-anniversary-conference-looking-back-to-look-forward-the-future-of-the-eu-economy-101734
https://www.case-research.eu/files/?id_plik=6828
http://eepurl.com/hF6Zbb

Editorial

Remittance flows throughout 2020 and the first six months of 2021 have for the most
part proven to be much more resilient than it was initially feared.

In this edition of showCASE, we explore how the value and importance of money
send by diasporas to the countries in the EU’s Southern Neighbourhood evolved
amid the Covid-19 pandemic. As we argue, the pandemic period provided a valuable
lesson on what could be done in the future to further facilitate remittance flows.
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CASE Analysis

Resilience of remittance flows
to the Southern Neighbourhood countries

Katarzyna Sidlo | Director of the MENA Department

Money transferred by migrants to families and
friends back in their home countries, otherwise
known as remittances, have long been perceived
as one of the “most direct and well-known links
between migration and development”. Indeed,
beyond being an important instrument in
alleviating poverty in the recipient countries, they
benefit entire economies. Much concern was
therefore expressed regarding the effect that
the global health crisis might have on the
remittance flows at the beginning of the Covid-19
pandemic, both globally and in the countries in the
European Union’s (EU’s) Southern
Neighbourhood (SN).!

) Asthe first year of the pandemic
has shown, however,
remittances have for the most
part proven to be much more
resilient than it was feared,
albeit arguably even more
money could have been flowing
to the recipient economies had
more supportive policies been
put in place.

In that sense, the pandemic has provided
a valuable lesson on what could be done in
the future to further facilitate remittance flows.

Remittances as a lifeline

The positive link between remittance flows and
economic growth, consumption, and investment
in recipient countries has been proven by
numerous studies (although admittedly some
researchers argue that remittance flows
disincentivize local labour market participation).
Money received from relatives and friends abroad
help struggling households to meet their basic
needs. Indeed, according to the World Bank, three
out of every four dollars received by the recipient
households are used to “put food on the table,
cover medical expenses, school fees, housing
expenses, cover loss of crops, or family
emergencies”. Numerous developing countries
are thus reliant on the remittance flows that
amounted to more than 10% of GDP for 32
countries and more than 5% of GDP for 61
countries globally in 2019. In the SN, money sent
from the diasporas have been historically
important everywhere but in Algeria and Israel;
in fact, in 2019 both Palestine and Lebanon were
among the twenty most remittance-reliant
economies in the world.

1 Algeria, Egypt, Israel, Jordan, Lebanon, Morocco, Palestine (as listed by the EU under understanding that
this designation shall not be construed as recognition of a State of Palestine and is without prejudice to the
individual positions of the Member States on this issue), and Tunisia. No reliable data for Libya and Syria

was available.


https://www.migrationdataportal.org/themes/remittances
https://www.migrationdataportal.org/themes/remittances
https://ec.europa.eu/neighbourhood-enlargement/neighbourhood/southern-neighbourhood_en
file:///C:/Users/kwsid/Downloads/wpiea2019175-print-pdf%20(1).pdf
file:///C:/Users/kwsid/Downloads/wpiea2019175-print-pdf%20(1).pdf
https://blogs.worldbank.org/allaboutfinance/rural-resilience-its-not-only-about-insurance
https://www.case-research.eu/en/karolina-zubel

Expected and actual impact of the
Covid-19 pandemic

Back in April 2020, the World Bank (WB) warned
of the “sharpest decline of remittances in recent
history”, which it estimated to amount to about
20% that year. For the MENA? region
specifically, a drop by 19.6% y/y was expected
with a predicted slow recovery by approximately
1.6% yly in 2021 (against an expected 5.6% yly
growth that year for the low and middle-income
countries [LMICs] globally). As the pandemic
unfolded, these predictions were revised up, with
a new forecast of 7% y/y drop globally and 8% y/y
in the MENA region in 2020.

However, it appears that even those revisions
were too pessimistic and remittance flows have
been much more resilient than expected. In fact,
according to the latest numbers released by
the WB, in 2020 they declined by just 1.6% yly.
In the MENA region, a growth by 2.3% y/y on
average was observed and, in a subgroup
comprising of countries in the SN, the year-on-
year growth amounted to 2.9%3. This is worse
performance than in case of Latin America and the
Caribbean (6.5% y/y) or South Asia (5.2% yly)
but better than in other parts of the world where
inflows declined (although still by less than
prognosed at the beginning of 2020).

Admittedly, the situation in the SN region has by
no means been homogenous (see Figure 1). Most
significant increases in the remittance flows
occurred in Israel (16.3% y/y) and Egypt (10.5%
yly), with smaller rise observed also in Morocco
(6.5% yly) and Tunisia (2.5% yly). In contrast,
the value of remittance flows (in USD terms)
to Algeria, Jordan, Lebanon and Palestine
decreased between 2019 and 2020.

)) What differed as well is the
importance of the remittances
for the national economies in
2020.

In Israel, remittance inflow represented
a marginal 0.28% of GDP. Likewise, in Algeria
the 6% drop in the remittance inflow was perhaps
not greatly noticeable since the remittances
amounted to just above 1% of GDP.

In Egypt, on the other hand, the record USD 29.6
billion that were received by the country
amounted to 8.15% of the GDP. This is
a significant number, although smaller than in
the previous years, which indicates that the
nominal GDP growth outpaced that of the
remittance flows in 2020 (in fact, Egypt was the
only country in the group that experienced growth
last year). The opposite was true in Palestine,
where the nominal value of the remittances
decreased between 2019 and 2020, but their
importance for the economy still grew by
a margin.

In Morocco and Tunisia, in turn, the value of
remittances received in 2020 increased both in
nominal terms and relative to GDP. Jordanian
economy, to the contrary, saw a decrease both in
terms of value of remittances and their proportion
to GDP (by 11.1% and 0.94 p.p. respectively).

Arguably, nowhere has the situation deteriorated
more than in Lebanon, which even before
the outbreak of the pandemic suffered from the
pre-existing economic and financial crisis that
was further exacerbated by the blast in the port of
Beirut in August 2020. Indeed, in 2020,
the country saw a drop in remittances by 15% yly
or USD 1.1 billion. In a conspicuous display of the
severity of the crisis (the Lebanese economy
contracted by 20.3% between 2019 and 2020),
the proportion of remittances to GDP increased
from 14.3% to 18.9% between 2019 and 2020
which meant that Lebanon surpassed Palestine on
the list of world’s most remittances-dependent
economies. While undoubtedly those official
figures do not paint the whole picture as they do
not account for informal transfers and may
exclude money sent e.g. via mobile phones?, they
are sufficient to underscore the severity of
the situation in the country.

2 Covering SN countries as well as GCC (Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and United Arab

Emirates), Djibouti, Iran, Irag, and Yemen.

3 All calculations, unless indicated otherwise, are based on data by World Bank.

4 For more information on how

remittances  are defined and

estimated,

see https://www.migrationdataportal.org/themes/remittances
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Figure 1 Remittance inflows to SN in 2019 and 2020 (USD million)
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Source: Own elaboration based on data from the World Bank.

Figure 2 Remittance inflows to SN in 2019 and 2020 (% of GDP)
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Performance in 2021 thus far

) As for 2021, the data available
thus  far indicates  that
remittances for the most part
have remained resilient in spite

In Jordan, a small but positive change was
observed during the first half of the year, with the
value of remittances having risen by 0.2%
compared to the same period in 2020 (and
a reported 100% increase in remittances sent from
of the country’s top sources, Qatar, during
the same period of time). In Morocco, the first half
of 2021 saw a reported 48.1% yly growth, with
remittance flows amounting to approximately
USD 3.34 billion. In Egypt, in turn, only a small
decline of 0.2% during the first quarter of 2021
(yly) was noted, whereby remittances went down
from USD 7.87 billion to USD 7.85 billion.

Resilience factors

One of the key reasons for the resilience of
the remittance inflows was better than anticipated
economic performance of the source countries
(predominantly France and Italy alongside other
EU27 states and the GCC), although their policies
towards migrant workers, as well as
characteristics of the diasporas themselves, had
a significant impact as well. Equally, if not more
importantly, the feeling of responsibility for
the wellbeing of families and friends back home
must have played a part. As both foreign direct
investment (FDI) and overseas development
assistance (ODA) declined in 2020 — in fact,
the World Bank stressed that in 2020 the sum of
remittances send to LMICs exceeded both that of
FDI and ODA that year — and as tourism receipts
dropped  exponentially, money sent by
the diasporas provided a lifeline for economies
back home.

Stumbling blocks

Despite the fact that the pandemic has dominated
the news throughout the better part of the last year
and a half, multiple other factors were at play in
the SN throughout the past year and a half as well.

Crucially, in Lebanon, the political, economic and
financial crisis of such severity that it earned itself
a dubious honour of being named “in the top 10,
possibly top 3, most severe crises episodes
globally since the mid-nineteenth century”,
hampered the normal functioning in the country,
including ability to receive remittances from
relatives and  friends living  abroad.
As the international transfers are mostly blocked
and bank accounts frozen, the Lebanese are
reportedly turning towards cryptocurrencies. This
solution has its own limitations, however, not
least due to high volatility of the digital
currencies.

Inability to transfer money proved a problem
throughout the pandemic in Palestine as well.
As inward remittances are normally paid in cash
and digital payments system is effectively non-
existent, transfers were severely impeded amid
lockdowns and limitations imposed on mobility of
workers.

Throughout the region, the persistently high cost
of sending the remittances (amounting to 6.6% of
the value of the transfer on average in the last
quarter of 2020) remains an obstacle as well. This
is true especially for transfers made from the high-
income OECD countries, with the cost of sending
money from the Gulf Cooperation Council (GCC)
more manageable at approximately 3% of
the value of the transaction.

Room for improvement
and outlook for the future

The most recent forecast by the World Bank
predicts a 2.6% y-0-y increase in remittance flows
to the MENA region in 2021. Whether this
number proves an underestimation again depends
on a number of factors. Indeed, the value of
transfers in 2020 could have arguably been even
higher had it not been for the obstacles outlined


https://www.jordantimes.com/news/local/remittances-jordanian-expatriates-rose-02-first-half-2021-%E2%80%94-cbj
https://www.jordantimes.com/news/local/jordanian-remittances-qatar-witnessed-100-increase-first-half-2021-%E2%80%94-money-exchangers
https://www.moroccoworldnews.com/2021/07/343652/remittances-from-moroccan-diaspora-totaled-nearly-5-billion-as-of-june
https://www.cbe.org.eg/_layouts/download.aspx?SourceUrl=%2FMonthlyStatisticaclBulletinDL%2FBulletin_292_July.2021.pdf
https://www.worldbank.org/en/news/press-release/2021/05/12/defying-predictions-remittance-flows-remain-strong-during-covid-19-crisis
https://www.unwto.org/international-tourism-and-covid-19
https://www.worldbank.org/en/news/press-release/2021/05/01/lebanon-sinking-into-one-of-the-most-severe-global-crises-episodes
https://www.arabianbusiness.com/alternative-assets/465577-how-crypto-remittances-offer-lebanese-way-around-defunct-financial-system
https://documents1.worldbank.org/curated/en/574441606230442130/pdf/Economic-Developments-in-the-Palestinian-Territories.pdf
https://documents1.worldbank.org/curated/en/627701619710823261/pdf/West-Bank-and-Gaza-Country-Assistance-Strategy-for-the-Period-FY22-25.pdf
https://documents1.worldbank.org/curated/en/627701619710823261/pdf/West-Bank-and-Gaza-Country-Assistance-Strategy-for-the-Period-FY22-25.pdf
https://www.knomad.org/sites/default/files/2021-05/Migration%20and%20Development%20Brief%2034_0.pdf
https://www.worldbank.org/en/news/press-release/2021/05/12/defying-predictions-remittance-flows-remain-strong-during-covid-19-crisis

above. This may serve as a valuable lesson for
2021 (and beyond).

Given the significance of the remittances to
the economies in the majority of the countries
under analysis, it is in the best interest of

) For instance, even though
the number of digital payments
has been on the rise, more
should be done to accelerate the
pace of digital transition and
financial inclusion in the SN

(and other remittance-
dependent countries)
as well as to drive the transfer
costs down.

the governments to do their most to assist with
these processes, especially since the pandemic
appears to be far from over.
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Highlights

Trade, Innovation, and Productivity

According to the latest (August 17, 2021) European recovery statistics published by the EUROSTAT, most
of the EU economic and social indicators improved in the second quarter of 2021. Some indicators have
already returned to or exceeded their pre-pandemic levels. For instance, in June 2021, EU imports and retail
trade were respectively 4.7% and 7.5% higher relative to pre-pandemic levels. The economic sentiment
indicator recorded its highest level since the outbreak of COVID-19. Moreover, unemployment and excess
deaths continued to be on a declining trend. However, the level of the EU GDP in 2Q2021 was still 2.3%
lower than it was two years ago. Industrial production and exports also remain below their pre-pandemic
levels and, while they have grown considerably relative to the slump recorded in April 2021, their recovery
has stalled since January 2021.

Labour Market and Environment

The latest study by the European Migration Network (EMN) on responses to long-term irregularly staying
migrants revealed that among the EU Member States that do not differentiate between different types of
authorisations, only Poland, Hungary, and Sweden grant equal labour market access to their nationals, legal
migrants, and irregular migrants issued with a return decision.

The study also indicates that overall, the Member States prefer to restrain the irregular stays through the
(voluntary) returns. However, the COVID-19 pandemic, along with the travelling restrictions, complicated
the realisation of return decisions. This problem drew attention to the situation of migrants who cannot be
returned. Interestingly enough, the study reveals that the closure of borders, which led to some labour
market shortages, resulted in promotion of the regularisation of skilled workers in sectors with deficits, for
example in agriculture — although admittedly this occurred only to a limited extent.

Macro and Fiscal

The improved health situation and easing of restrictions over the last quarter in the EU brought forth a better
near-term outlook for the European economy, according to the European Commission’s Summer 2021
European Economic Forecast. The GDP in the EU is forecasted to grow by 4.8% in 2021, 60 basis points
higher compared to the projections in the Spring 2021 Forecast. A similar rebound is also projected for the
global economy with a 5.6% growth in 2021 as the World Bank June 2021 Global Economic Prospects
remarks. The economic recovery in the EU will largely be driven by the rise in private consumption and an
introduction of the Recovery and Resilience Facility. However, the possibility of a spread and emergence
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(https:/ec.europa.eu/eurostat/cache/recovery-dashboard/
https://ec.europa.eu/home-affairs/content/new-emn-study-responses-long-term-irregularly-staying-migrants_en
https://ec.europa.eu/info/sites/default/files/economy-finance/ip156_en.pdf
https://ec.europa.eu/info/sites/default/files/economy-finance/ip156_en.pdf
https://www.worldbank.org/en/news/press-release/2021/06/08/world-bank-global-economic-prospects-2021

of other variants of COVID-19 poses risks and increases uncertainty, which may hinder the economic
recovery. The pace of recovery during the final months of 2021 will likely depend on the behaviour of
households and firms in face of any new restrictions that might be imposed should the fourth wave of the
pandemic unfold.
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Other CASE Products

The Weekly Online CASE CPI

The online CASE CPI is an innovative measurement of price dynamics in the Polish economy, which is
entirely based on online data. The index is constructed by averaging prices of commaodities from the last
four weeks and comparing them to average prices of the same commodities from four weeks prior. The
index is updated weekly. For more information on our weekly online CASE CPI, please visit: http://case-
research.eu/en/online-case-cpi.

Late August read-out of Online CASE CPI shows that inflation accelerated again, reaching 1%
month-to-month. The main culprit for this rapid growth of the average consumer prices were energy
carriers in Housing category — most significantly natural gas, for which prices went up by more than 11%
since July. Cost of electricity increased by 3.7%. Prices in Transportation category were higher on average
by 2.3% - like in the Housing category, the biggest increase was recorded in case of LPG gas, which was
13.2% more expensive than a month before (increase in prices of other fuel types was not so significant).
On the other hand, average prices in Food category remained the same as in July.

Our Weekly Online CASE CPI
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Monthly CASE Forecast for the Polish Economy

Every month, CASE experts estimate a range of variables for the Polish economy, including future growth,
private  consumption, investments, industrial production, growth of nominal  wages,
and the CPI.

CASE economic forecasts for the Polish economy
(average % change on previous calendar year, unless otherwise indicated)

Private Gross fixed Industrial Consumer
GDP . ) . 8
consumption investment production prices
2021 4.1 45 3.3 75 3.7
2022 4.0 45 6.5 5.9 3.3

Contributions: Oskar Chmiel, Jan Hagemejer, Kateryna Karunska, Agnieszka Kulesa, lzabela
(Styczynska) Marcinkowska, Agnieszka Pechciniska, Grzegorz Poniatowski, Katarzyna Sidto, Adam
Smietanka, Mehmet Burak Turgut, Abdoul Karim Zanhouo, Karolina Zubel

Editors: Katarzyna Sidlo and Kateryna Karunska

Communications: Monika Rebata

***Any and all opinions expressed in showCASE are those of the author(s) and do not necessarily reflect
the views of CASE
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