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ABSTRACT

The aim of this thesis is to Explorer the impact of remittances, sent from Timorese workers in the United
Kingdom of Great Britain, Northern Ireland, South Korea and Australia, on the Development of Timor-
Leste.

The research in this study is from three different perspectives. Firstly, the migration processes and the
remittance service providers, which are involved in managing the transfer of remittances from Timorese
workers overseas to their families at home. Secondly, the remittance is used by recipient familieson the
consumption (durable and non-durable goods). Finally, the remittance is used on human capital invest-
ment and business investment. From these three perspectives, this thesis examines how remittances con-
tribute to the development of Timor-Leste. Using a qualitative method, the study addresses one main

guestion: What is the impact of remittances to Timor-Leste?

The study was underpinned by qualitative research conducted in Timor-Leste, which has a total popula-
tion of 1.1 million. I administered the field research in 7 locations to 30 participants. These included 10
remittance receiving households in the urban district of Dili and 10 from the rural areas of Baucau, Lospa-
los, Viqueque, Ainaro, Covalima and Oecusse. Another 10 interviewees were migrant workers domiciled
in the United Kingdom of Great Britain and Northern Ireland, South Korea and Australia. The interviews
also conducted with relevant Government institutions regarding the process of emigration to work in
United Kingdom of Great Britain, Northern Ireland, South Korea and Australia. Also, bank and non-bank
institusions as the channel used to transfers remittances from the host countries of the migrants to their

families at home.

In adopting a combination of theoretical approaches, especially the New Economy of Labour Migration, |
argue that remittances have a positive contribution to the development of household participants’ welfare,
the development of human capital and they enable remitters and their families in Timor-Leste to start
small and medium businesses. The study also found that the ultimate use of remittances is variously in-
vested in productive and unproductive sectors. | further argue that the positive impact of remittances on
peoples’ lives significantly increases the numbers of overseas migrants, which attracts a greater flow of

remittances into the country and that urgent government policies are needed to facilitate these more eas-
ily.
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CHAPTER ILINTRODUCTION

1.1 Introduction
| regularly received money from my husband who is working in Northern Ireland, | of-
ten, use it to buy food for my family, clothes for kids, pay some money for my sister

education at university and build our house (Interview, 12 July 2014).

Two of my friends and | have started our construction company using remittances that
we sent home and saved in the bank since we came back together from the United
Kingdom of Great Britain in 2010 (Interview, 18 August 2014).

Do remittances contribute to the development of Timor-Leste?If so how and if not, why not? The
above quotes illustrate the uses of remittances in Timor-Leste. The first tells of a wife who was sent
money regularly by her husband and how she used it to cover basic family needs and to build a
house. Although the expenditure on these essentials is regarded, by some as ‘unproductive(Buruah,
2006; Burges, 2004; Rampel, et al. 1978; Massey, et al.1987; Adam, 2011; Pablo A. Costa,2007;
Amuedo, et al. 2004; Singer, 2010; Bakardzhieva, et al. 2010; Sign, 2015; Chami, 2008; Miller,
2001; Yu, et al. 2014. Remittances are nevertheless essential to sustain households in Timor-Leste
and other third world remittance receiving countries around the world. Many past studies on the
impact of remittances on household consumption behaviour report that their use for household
expenditure is positive(Yang, et al. 2005; Poirine, 1997; Lucas, et al. 1985;1988; Edward, 2003;
Costa, 2006; Ratha, 2007; Cohen, 1998; Sugui, 2007; Rodrigues, 1998; Taylor, 1989; Adam, 1991;
Haas, 2009; Adam, et al. 2005).For example, the study case of Albanian households where external
remittances from migrant workers overseas, reported that the expenditure on durable and non-
durable goods was higher than those households which did not receive remittances (Adriana Cas-
taldo, 2007). This expenditure of remittances has similarities with Timor-Leste and although it is an
illustration of, what some may define as unproductive remittances, | argue that the use of remit-

tances has a positive contribution to the development of household participants’ welfare.

YUnproductive refer to the used of remittances spent on durable and non durable goods such as consumptions and
construction a new house or house renovation which has no income as return.
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The second quote illustrates what some regard as the productive? impact of remittances. In this, it is
shown that when they are invested in the local economy in general they also sustain household’s
economies in the long term through the growth of the business. The quote comes from a young
man, who with his friends, worked overseas for several years. They returned to Timor-Leste and
started their own business, using remittances they had saved in the National Bank at the origin
country. This particular example shows that remittances are not only spent on consumption, but
they have also been invested in human capital and business investment. A previous study by
AusAid (2008) in Timor-Leste, found that, the flows of the money received are often used as con-
tributions to improve living standards and financial security in many households as well as being
invested in some small businesses (Shuaib, 2008). This supports my argument that remittances have
a positive impact on receivers, as expenditure onnon-durable and durable goods immediately en-

hances all facets of people lives and when businesses are developed ensures their futures.

The above examples are only two of the cases from the many households whose relatives are work-
ing overseas. There are still many examples, that are presentedthroughoutthis thesis. These cases
show that, remittances play a significant role in the development of participant households’ econo-
mies. These quotes present productive and, as some believe, unproductive remittances on the local
economy of Timor-Leste. To conclude, remittances from Timorese migrants overseas have a sig-
nificantpositive impact on the development of the household welfare, human capital in education
and investment in small and medium businesses. The value of remittances into Timor-Leste is

significant.

In Timor-Leste, the total estimate of inward remittances, per year is US$5 million which represents
around 1.4 per cent of non-oil GDP. This figure also shows that labour is the country’s second
largest export after coffee (Shuaib, 2008 as cited by ACP, 2010). Both these facts are important to
Timor-Leste and should be given more attention from the government. Further, in Timor-Leste as
with other developing countries, these flows of money are often spent on education, starting new
businesses, food, clothing, household improvements and they also increase monthly savings
(Shuaib,2008). Shuaib’s study also focuses on the financial institutions which provide remittance

services inside the country but he used only secondary data from The World Bank and ADB. No

“Productiverefers to the used of remittances spent on business investment and human capital investment.
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primary research was carried out (ACP, 2010). Therefore, my study was designed, with a qualitative
research method, to investigate the impact of remittances and focuses on the primary actors - the
remitters who are sending money home and the remittance receivers in Timor-Leste. Given the lack
of studies related to remittances in Timor-Leste, it is difficult to discern the gaps between migration
and the reality of development. However, linking to the wider global literature, there have been
many studies undertaken to see the how remittances contribute to the economic development in
other country. The studies show a variety of results. For example, In Mexico Bougha-Hagbe (2004)
finds that increased construction activity is correlated with remittances. In Philippines, remittances
received through official channels amounted to 5.2% of the GDP in that year(2004). Tonga, a small
archipelago country in the South Pacific, more than half of its population lives abroad and 28.7% of
its GDP is made up of remittances. In terms of remittances as a percentage of GDP, Lesotho
(26.1%) and the Palestinian territories (23.7%) rank third and fourth in the world, respec-
tively(Hertlein, 2006).Therefore, the big question about the impact of remittances in Timor-Leste

needs to be answered. This question is the central foundation of this thesis.

1.2 The Purpose of the Study
The purpose of this qualitative study is to understand the impact of remittances in Timor-Leste. In
addition, this research also studies the challenges faced by remitters in sending money home, exam-
ines how the remittance receivers manage these challenges. The focus of the research is threefold:

1. To collect information about the total inflow of remittances to the country, their des-
tination and their ultimate use.

2. To examine ways to help facilitate overseas work opportunities, grow the inward
“3migrad011ar” and reduce transaction costs faced by migrant workers and households
that received remittances.

3. To measure the future plans of the households which receive the remittances; whether
they are to be used for consumption only or if there are any plans to start small or
medium enterprises.

The primary aim of this thesis is to explore the impact of remittances in Timor-Leste. According to
Andrews (2013) there exist interconnections between the theoretical frameworks, the methodology,

including the method used and the researcher's view of the epistemology. | have taken the new

*Migradolar is the dollar earned by migrant.
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economic of labour migration (NELM)point of view as the foundation to examine the impact of
remittances on Timor-Leste and this study is complemented by my academic knowledge and posi-
tionality. To achieve the aim of this study the qualitative case study method is employed to gain a
profound understanding of the impact of remittances in local contexts. Thirty (30) participants were
chosen and the snowballing method was used to select these participants. This method has been

used because of the lack of data about emigrants and their family members in Timor-Leste.

1.3 Significance of The Study and How It Contributes New Findings.
This study issignificant because it impacts on both practical and academic areas. Firstly, it contrib-
utes to new findings about remittances and development in Timor-Leste. There is currently one
study on remittances in Timor-Leste. This is the second. The previous study mainly examined the
channels of remittances and explored the significant role of financial institutions play in facilitating
the transfer of remittances from the migrants overseas to Timor-Leste. In this research, | focused on
the study of the ultimate uses of remittances, both productive and unproductive, by remittance

receivers in both urban and rural areas in Timor-Leste.

Secondly, this study also contributes to the academic literature and research on remittances. In
particular, it significantly benefits research and provides insights into the new economy labour
migration (NELM). Further, this study shows that economic support for families is the main factor,
which influences their decision to send a member overseas. The need for economic support for the
people of Timor-Leste is a result of Timor-Leste beinga newly independent and post conflict coun-
try, still facing many challenges, including a high rate of unemployment among the youthabout 3.8
percent (SEPFOPE, 2010), a limited productive sector which results in little or no income for many
householdswhich is $40 per person or less per person per month (Ministry of Finance, 2011). |
argue that this family supported migration is positive because by leaving the country the young

people learn skills, widen their outlook and contribute to their families’ finances.

Thirdly, this study will also be beneficial to the Timor-Leste Government because it comprises new
information on migration and remittances and can be used to develop effective policies on these and
on fiscal policies.In addition, it offers government institutions’ suggestions about how to control
and regulate the financial institutions which provide remittance transfer services as well as encour-

aging remittance receivers to invest in a productive sector such as education, agriculture and small
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and medium industry/business.

Lastly, this study will become one of the references for future academic researchers on the issues of
remittances and development in Timor-Leste. My findings will be the base line for any future

researcher to look at the subject of migration and development.

1.4 Scope and Limitations
This study covers the impact of remittances in economic, agriculture, tourism sectors, it will study
and analyse the expenditure of remittance funds on durable and non-durable goods by participant
households. It also presents the impact of remittance funds on human capital investment and busi-
ness investment. In addition, it has drawn on wide descriptive information on the processes and
policies of migration and remittances in the local context forTimor-Leste. This study does not cover
the processes and policies of host countries receiving labour migrants and it has not explored the
experiences of the diasporas in the host countries, including consumption behaviour and other
related issues faced by the migrants.

1.5 Overview of the Method

In depth interviews, participant observations and document analysis studies are used as the data
collection methods. The in depth interview method involves deep conversations between the re-
searcher and the household participants. Conversation is the basis of human interaction, human
beings talk to each other through conversations and get to know other people, learn about their
experiences, feelings and hopes and the world they live in (Riikonen, 1997). Therefore, the in depth
interviews, in the form of conversation, were based on a number of semi-structured questionnaires
underpinned by the central question and were used to explore the opinions and experiences of both
migrants and their families on the process and impact of remittances in Timor-Leste. Alongside the
interviews, participants were observed to capture their reactions to things mentioned during the
interviews including the psychology of building of new house, opening a small shop, the purchase
of materials and other important items mentioned as the result of remittance funds. In addition,
government policy documents related to migration, remittances and financial institution services
were studied and analysed. Similarly, earlier research, personal records and the mass media, regard-

ing the migration processes and their impact on Timor-Leste, were studied and analysed.
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These data were analysed using content analysis, where the data collected from the content of
communication were divided into methodology and labelled in a qualitative form. Discourse analy-
sis was also used in this study®. Further, relevant documents were studied and analysed to seek a
comparison between the reality and the reports. Lastly, semiotic analysis was used particularly to

analyse the wide range of material such as photographs.

1.6 Overview of the Chapter
This thesis is organized in the following way: chapter two presents the country context and the
background of migration from Timor-Leste and is divided into two parts. Firstly, it presents the
history of migration and looks deeply into the differences and changes between the past and the
present, including current destinations and the causes and motives for migration. Secondly, it looks
at how the remittances are used and their impact on Timor-Leste, and finally, it covers why and how

remittances are important to the development of some vital sectors in Timor-Leste.

Chapter three outlines the review of the literature which has two distinctive parts. The first part
draws on the theory of migration from, the developmentalist: neoclassical micro and macro theory.
It then presents the historical and structural model of migration including the dual segmented mar-
ket view, the dependency theory and the world system theory. Following this is the presentation of
the network system model of migration and the chapter closes with the new approach to the eco-
nomics of labour migration. The second part describes the theory of remittances and divides it into
two major parts, the pessimistic point of view and the optimistic point of view. This chapter also
presents a review of studies into migrant remittances in Timor-Leste and finally, the research ques-
tions and hypothesis are reiterated.

Chapter four outlines the methodologies employed in this study. These are epistemology and posi-
tionality. This chapter further provides the rationale for choosing the qualitative case study and the
approaches to explore the processes and impacts of remittances in Timor-Leste. Details of the
sampling recruitment and data collection method follow. This chapter closed with the data process-

ing and data analysis phase of the research.

*Discourse analysis discussed the relationship between the text and the conversation during the interview.
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Chapter five, six and seven discuss the findings of this research. Chapter five focuses on the find-
ings about the processes of migration and remittances in the local context. It provides descriptive
information about these processes and policies and provides the findings of labour migrants’ desti-
nations, which include the United Kingdom of Great Britain, Northern Ireland, South Korea and
Australia. The second section of chapter 5 focuses on the findings of the processes and policies
pertaining to the remittances in Timor-Leste, including the services of the commercial banks and
non-banking institutions. In addition, this chapter answers the sub questions of this thesis which are:
who sends remittances and who receives them, what are the sources (information, processes and
channels used by the migrants? which is the destination country they choose to go? why and how?
and the last question is what are the informal and formal institutions and channels remittances travel

through?

The focus of chapter six is on the findings, of what some say, are unproductive remittances, specifi-
cally on three different findings. Firstly, how they are used for household consumption. These uses
are divided into consumption of non-durable goods such as foods, clothes and other household
equipment. Secondly, the use of remittances for property investment and/or durable goods is ex-
plored and thirdly the findings report on the expenditure of remittances on traditional events and

other areas.

Chapter seven discusses the findings of productive remittances. It has two different subject find-
ings. The first is the ultimate use of remittances invested in human capital such as the education
(formal and non-formal) of family members in Timor-Leste and the second discusses the findings of

remittance funds used to invest in small and medium business in both urban and rural areas.

Chapter eight is the thesis’ conclusion. It highlights the future prospects of the impact of remit-
tances in Timor-Leste. In this chapter | present all the topics discussed, draw the main issues identi-
fied and link them back to the broader debates in the development studies area. | also have stressed
the findings and their connection to the new economy of labour migration, which has a significant

influence on migration decisions and the impact of these on the country. In this chapter, | again
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highlight the limitations of this research and provide some recommendations for the future research

in the same area in Timor-Leste.
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CHAPTER I1.MIGRATION CHALLENGES AND DEVELOPMENTIN TIMOR-LESTE

2.1 Introduction
In the introduction, | stated that the study of migration and remittances are important to the de-
velopment of Timor-Leste. Firstly, | believe that remittances have a positive impact on the par-
ticipant household welfare specifically, to support their economy and the education of their
members. Remittances also have a significant and wider impact on the development of the coun-
try when it is invested in small and medium businesses. I agree with Ratha’s (2007) opinion. He
posits that workers’ remittances have become a major source of external finance to many devel-
oping countries, including Timor-Leste. However, to see the impact of migration and remittances
on this country, an understanding of the country’s historical and socio economic conditions are
important. For this reason, this chapter presents the country’s profile, which includes an over-
view of Timor-Leste’s migration and its impact on the development of households and, in par-
ticular on the development of the country in general. This chapter will structure the presentation
as follows: firstly, 1 will present an overview of Timor-Leste’s migration including its geo-
graphic location and the story of migration from the past to the present; secondly, | will point out
the socio economic conditions, indicate the gaps remittances might fit in to; 1 will follow this
with a discussion of the destinations of the Timorese migrants and lastly | will discuss the impact

of remittances on the Timor-Lest emigration.

2.2. Overview of Timor-Leste Migration.

Figure 1. Map of Timor-Leste
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The Democratic Republic of Timor-Leste officially gained independence from Indonesia in
2000. Look at the history, Timor-Leste was colonized by Portuguese for 400 years until 1975,
Timor-Leste become one of Indonesia’s province for 24 years. In the beginning of the new coun-
try was then run by the United Nations (UNTAET) who handed over power officially to Timor-
Leste in 2002.Timor Leste approximately 15.700 square kilometres in size include one island an
enclave of Oecusse and is located in South East Asia, approximately 500 kilometres north of
Darwin, the capital city of the Northern Territory of Australia, and is situated within the Lesser
Sundae Islands at the eastern end of the Indonesia archipelago, the map of Timor-Leste can be
seen in figure 1. Timor-Leste’s independence from Indonesia was violent and destructive (The
World Bank, 2014). The inhabitants of Timor are descended from three waves of migration. The
first to settle the island were the Vedo-Australoid people related to the Sri Lankans, who arrived
between 40,000 and 20,000 B.C. A second wave of people, from Melanesia, arrived around
3,000 B.C, and drove the earlier inhabitants (called Atoni) into the interior of Timor. Malay and

Hakka people, from southern China, followed the Melanesians.

Migration is therefore not new for the people of Timor-Leste, however new patterns of emigra-
tion have emerged and these have changed because of political and economic motives. In the
past, migration motives in Timor-Leste were purely caused by politics. For example, during
World War |1, when the Japanese arrived in Timor, many people escaped the country and be-
came refugees in Australia. According to the data of Australia’s refugee centre, 600 Portuguese-
Timorese arrived in 1945 and following the invasion by Indonesia in 1975, about 1,645 Portu-
guese -Timorese arrived in Darwin (Ribeiro, 2009). It is estimated that around 5,000 Timorese-
Portuguese have settled, predominantly in Darwin, and they still have strong links with families
and businesses in Timor-Leste (Ibid). Other refugees from Timor-Leste who migrated to Portu-

gal and Mozambique are not recorded.

In recent times, migration drives from Timor-Lest have not only been political but have been in-
fluenced by, very significant factor i.e. the economic situation of individuals and/or households.
After independence, the rebuilding of the nation faced many different challenges. These included
poverty and the weak social and economic conditions of many people in Timor-Leste. This situa-

tion has been deeply affected by the long history of colonization by the Portuguese through to the
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Indonesians from the 1600s-1999. The consequences of independence lingered, and in 2006 the
country again faced turbulence (Brady, 2006).An outcome of this was that many disaffected
youths made the decision to migrate to Portuguese speaking countries, Australia and fled to West

Timor.

Since independence, Timor-Leste continues to face many challenges in developing its economy.
The current population is about 1.2 million (The Department of Statistics, 2010). According to
the World Bank (2013) the population growth is estimated at about 3.5 percent per year making
it one of the countries with the highest population growth in the world and the fastest in Asia. In
addition, Lundahl&Sjoholm(2013) reported in 2009 that the percentage of people living in pov-
erty was estimated to be around 41 percent. Another World Bank report (2006) presented the
preliminary results of a household expenditure survey, which indicated that the national poverty
line was formulated between US$ 0.55/day/person. Timor-Leste has a lack of productive skills
(including literacy). The human development index (HDI) states that Timor-Leste’s literacy rate
was 0.495 in 2010 and it increased slightly in two years to 0.576 in 2012 (UDNP), 2013 cited by
Lundhal & Sjoholm, 2013). The lack of, or inadequate access to, social and economic services
(e.g. access to schooling is low) especially in the poorer districts, and rural residents have to
walk, on average one and half hours to reach the nearest health facility; access to extension ser-
vices are low and markets are difficult to access (Beck & Araujo, 2013) but these are not the
only challenges facing the people of Timor-Leste.

The lack of remunerative employment and unemployment are the country’s biggest challenges.
These conditions are linked to the population growth, and consequently it has increased the un-
employment rate. SEPFOPE (2010) predicted the rate of unemployment has increased by about
3.6% since 2001. In this case, there is an unavoidable migration of rural youth from the poorest
districts in rural areas to the capital from time to time (UNDP, 2012). In my opinion, this picture
not only changes the pattern of internal migration but it has contributed to the increasing number
of Timorese migrating to other countries to seek a job. This statement is supported by a previous
study of migration and remittance channels (Suhaib, 2008) who indicated that the movement of
Timorese people out of the country for the purpose of working overseas has increased from time

to time.
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2.3 Timor-Leste’sEconomic Situation

The previous section described the economic conditions of the country as one of the causes for
people to move over the border for the purpose of working. Ineffective and inadequate govern-
ment policies to control all strategic planning implementation in productive sectors perpetuate
poverty and as a result will contribute to the increasing numbers of migrants. However, the in-
creasing numbers of emigrants positively contribute to the reduction of unemployment in Timor-
Leste and has also increased the flow of remittances into the country. Therefore, to see the im-
pact of remittances on the development of the country it has to invest in the productive sector.
According to the Timor-Leste’s National Strategic Plan (NSP) 2011-2030, three sectors have
been identified as the main income sources for the country. These are: agriculture, tourism and
petroleum sectors. The Timor-LesteGovernment (GoTL) suggests that these three sectors will
create more private sector companies and thus create more job opportunities for people. This is
described in the quote below from the NSP 2011-2013:

Timor-Leste will build a modern, diversified economy based on agriculture,
tourism and the petroleum industries which will underpin a flourishing private

sector and create new opportunities for all our people (p. 57).

An analysis of the above statement, in the current situation for Timor-Leste, shows that, the tour-
ism sector is very small and the Ministry of Tourism is still in the process of developing its stra-
tegic development plan and agriculture sector is in the progress of transforming from subsistence
agriculture to the agriculture-based economy. Further, theproduction in the private sector is slow
because of limited government annual spending on construction and trade (ADB, 2014). More-
over, imports outweigh exports (Trading Economic, 2015). The progress of the economy is still
struggling to meet the targets. Therefore, remittances which are invested in the private sector,

both small and medium, can contribute to the development of the three sectors mentioned.
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The table below, shows the details of each economic resource sector;

Table 1. Timor-Leste Critical Industries

AGRICULTURE TOURISM PETROLEUM
Food Crops The Eastern Zone Timor Gas & Petroleum E.P.
Cash Crops The Central Zone Tasi Mane
Livestock The Western Zone South Coast
Fisheries
Forestry

Source; SDP 2011-2030

Table 1 shows the three areas the government identified as potential economic sources. Each sec-
tor illustrates the significant impact on development and the promising job opportunities the-
seoffer to many unemployed in the country. These sectors provide an important gap which could
possibly be filled by remittances funds if household participants who regularly receive remit-
tances or migrants who have saved their money at their country of origin, decide to investing
businesses in these sectors. Following is information of the three sectors mentioned above and

how remittances can fill the gap.

2.3.1 Agriculture Sector

Remittances could be invested in agriculture businesses. As noted the development of the agri-
culture sectors important because it guarantees the sustainability of Timor-Leste’s economy after
oil and gas as well as important for Timor-Leste to feed itself and reduce reliance on imported
food such as rise. Timor-Leste’s economy is agrarian and 80% of the population works in this
area. However, little income is generated from the labor invested and when combined with aqua-
culture, does not support the economic livelihoods of the people. This is due to the lack of mod-
ern farming methods, access to markets or the cost of transport as the barrier and inadequate

farming materials. For example, many farmers still farm using traditional systems or the sub-
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system farming method (Rogers, 2014). Similarly, the aquaculture sector faces the same prob-

lems as many of the fisheries still use the traditional way of fishing (Andrew, 2011).

Even though many arguments state that migration has caused the loss of household farm labor in
some cases, with many family members unemployed, remittances from migrants have increased
farming production as some are used to buy adequate farm materials to support farming activi-

ties.

2.3.2 Petroleum Sectors

Remittance funds might have little impact on this sector, because this sector owns dollar through
Timorese off shore workers. However, remittance funds from other sectors could be invested in
training for those who are interested in working in this sector. There is some evidence of how a
remittance contributes to this sector, the petroleum sector is believed to be engaging more labor.
Due to the problematic contracts between the government of Timor-Leste and international oil
and gas companies the construction of the refinery and the sourcing of oil and gas have been
slower than expected. As a result, there has not been the growth in jobs for the many unem-
ployed. Data from the Ministry of Natural Resources Institute (2011) shows that the oil and gas
sector is a major contributor to Timor-Leste’s economy. Specifically, in 2009, 79% of the coun-
try’s GDP came from the petroleum sector and in 2011, 89% of the Government’s revenue was
derived directly from petroleum revenue. Further, this sector is predicted to provide more job

opportunities, especially in construction.

2.3.3 Tourism Sector

Some of the locations of this study are in some of the potential tourism destinations in Timor-
Leste and remittances have become an important source of investment in businesses, which sup-
port this sector. The beautiful scenery, long beaches, green mountains and unigue, unspoiled cul-
tural life are truly tourist attractions. Timor-Leste’s National Strategic Development Plan (2011-
2030) prioritized the tourism sector as the most promising sector to build the economy (The
Government of Timor-Leste, 2011). However, to date, the lack of infrastructure and transporta-
tion has hindered the growth and it has yet to achieve its full potential. Other reasons for the slow

development of tourism include indecision in selecting the best sites, building the infrastructure
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and training courses in hospitality. As a result, there are currently few job opportunities in this

area.

To summarized, although the productive sectors discussed above promise great potential they
have not as yet produced the expected job opportunities for Timor-Leste ‘s growing unemployed
which is compounded by the country’s burgeoning work force. The work force has grown by
35% between 2001 and 2010 representing 300,000 to 405,000 people respectively seeking or
available for full time work (The Government of Timor-Leste, 2011). Few available jobs are
provided by the private sector and the lack of opportunities has led to more and more people mi-
grating to seek jobs and to make money overseas. The main destination of these migrants is the
United Kingdom of Great Britain and Northern Ireland, and the workers fully support their fami-
lies financially. Australia and South Korea are also destinations for migrants and these are fully

supported by the government of Timor-Leste.

2.4 New Settlement of Timorese in Northern Ireland, England, South Korea &

Australia.

The resettlement of Timorese overseas is influenced by political, social and economic factors.
However, economic motives are the current trend for the increasing emigration (Mansor&Quilin,
2006). Since Timor-Leste gained independence, the Timorese people have been able to connect
with each other and share information. Further, the advances in technology including mobile
phones and the social media enable a wide dissemination of information and communication. In
addition, the cheaper cost of airfares and the flexibility of travel documents make overseas travel
easier. These factors enable people to find information and communicate easily and those emi-
grating are able to keep in close contact with families at home.

Moreover, the changes in Timor-Leste’s political environment, particularly relevant here, are the

bilateral agreements with other countries. These give opportunities to Timorese people to seek

work overseas. However, the principle reason for people emigrating is economic.
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2.4.1 New Settlement in United Kingdom of Great Britain and Northern Ireland

The recent settlement of Timorese people the United Kingdom of Great Britain and Northern Is-
land is mainly influenced by the availability of jobs (McWilliams, 2011). However, the process
of travelling to these countries is complex as the Timorese people have to go through Portugal.
As a former colonial power in Timor-Leste, the Portuguese Government gives special dispensa-
tions, in Decree law no. 37/81, 3 October 1981, which stated that all territory under Portuguese
administration in which their father or mother was born in 1975 has the right to Portuguese citi-
zenship (Minitry of Foreing Affairs Timor Leste, 2011), (McWilliams, 2011). Consequently,
many Timorese have used this citizenship as a corridor to the United Kingdom of Great Britain
to search for job opportunities. Following are the numbers of migrants as recorded by SEPFOPE,
2014.

Figure2. The number of Timorese Origin Migrant Workers in the United Kingdom of
Great Britain & Northern Ireland (July, 2014)

Numbers of East Timorese Migrant Workers in UK & NI ( July 2014)
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Source; SEPFOPE, 2014
According to the World Bank fact book 2011, the total migration out of Timor-Leste is about
16.8 thousand and the data in 2014 provided by SEPFOPE, showed around 15.18 thousand mi-
grants are in the United Kingdom of Great Britain of and Northern Ireland, which mean that al-

most 90% of migrants reside and work in these countries. These large numbers of expatriates and
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the remittances they send home benefit thousands of families in Timor-Leste, however, the
World Bank state at the moment that there is no available data on remittances sent to Timor-

Leste.

2.4.2 New Settlement of Timorese Migrant Workers in South Korea& Australia.

The Independence of Timor-Leste has brought bilateral relationships with many countries in the
world. Two examples are between Timor-Leste and the Australian and South Korean govern-
ments regarding overseas workers (SEPFOPE, 2014). The numbers of Timorese working in

South Korea and the sectors they are employed in are shown in Figure 4 below:

Figure 3. Number of Timorese Workers in South Korea by Sectors.

The numbers of Timorese working in South Korea by Sectors 2013
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According to the data from the National Bank of Ultramarine (BNU) (2013) the transfer of mon-
ies from the Timorese workers in South Korea to their families is around US$ 2,946,838.53 per
annum. These remittances play a significant role in supporting many households in Timor-Leste.
On the other hand, the number of Timorese workers in Australia is fewer than, those in South

Korea. This is because the programs for migrant workers to Australia are for seasonal workers,
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which offers job opportunities to a limited number of people for 3 to 6 months every year
(Timor, 2012).

The numbers of seasonal Timorese workers in Australia and the sectors they work in are shown

in figure 4 below:

Figure 4. The number of Timorese Workers in the Seasonal program and the sector they

work in, in Australia.

The Numbers of Timorese Working in the Australia's seasonal
workers programs-2013
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Source: SEPFOPE, 2014

2.5 Conclusion
To conclude, remittances are an important source of income to the many families of migrants
around the world and in Timor-Leste. | believe that remittances have become one of the sources
of income, whichhelpfulfil household basic needs such as consumption on durable and non-
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durable goods, including food, transportation and housing. They are also used to pay for family

members’ education and are invested in some small and medium business.

As a new country Timor-Leste is facing many challenges. Perhaps the foremost of these is the
lack of job opportunities for many young Timorese as few jobs have been created by the three
vital sectors of agriculture, tourism and petroleum. As a result, unemployment numbers are in-
creasing, and so many families send their relatives overseas with the expectation of them finding
jobs and making money. In addition, good political relationships with other countries, technol-
ogy advances, cheap flights, reliable networking, and the availability of jobs with good incomes
attract emigration to the current destination countries of the United Kingdom of Great Britain,

Northern Ireland, South Korea and Australia.

Remittances then have become important sources of income to many developing countries in the
world. Although some studies found that remittances have negative impacts on countries’ devel-
opment, there are many positive impacts of the contribution of remittances to the receiving
households. The following chapter will present a review of literature and studies done in many
other countries in relation to the positive and negative aspects of migration and remittances as

well as to the cases of productive and unproductive remittance.

30|Page



CHAPTER Ill: ATHEORETICAL REVIEW
3.1 Introduction
This chapter presents the literature review of a selection of available public documents on the
topic of migration and development, specifically, unproductive and productive remittances. As
mentioned in chapter two, there are virtually no studies to date, which have looked into in the
long-term reliance on remittances and their impact on the development of a new country like

Timor-Leste.

This chapter is important because it reviews information, ideas, data and evidence, from a par-
ticular standpoint and to fulfil certain aims and express certain views about this topic. In addi-
tion, this chapter reports on the investigation and effective evaluation of the above documents
and evidence in relation to this research. The structure of the literature review is organized as
follows. Firstly, it explores migration and development in the Timor-Leste context and highlights
previous studies of migration and development in Timor-Leste. Secondly, it will explore the un-
productive remittances. Thirdly, a review of productive remittances will be presented and this
chapter concludes with a section on developing the research question and hypothesis.

3.2  Relevant Migration Theories
Broadly speaking the impact of the remittances of migration are important points to be under-
stood. Migration impacts on the development of the origin country as well as on the host country.
These are both positive and negative. The study of migration can be examined under the general
rubric of migration theory with diverse conceptualizations from time to time, which present
many different points of view about how and why migration emerges and how it correlates with
different sectors, including culture, demographics, economics and political and social aspects. In
this study, international migration is more relevant than internal migration, therefore to deeply
understand the concept of international migration and its impact on the development of the coun-
try migrants leave it is important to review all the relevant theory which has a strong connection
to the decision for moving from one country to another with the objective of looking for a better
life or a job. The following are the different theories of migration and development, which lead

to the remittances as the ultimate benefit to the country of origin.

31|Page



3.2.1 Developmentalist; Neoclassical Views.
The Developmentalist theory emerged in the 1960s and came with the neoclassical theory (Haas,
2007). The neoclassical or developmentlist theory argues that to rapidly drive the development of
the economies of poor countries a large input of capital and industrialization are needed. This
theory sees migration as the transfer of investment capital from the poor to the rich. Moreover, it
presents that many developing countries actively encourage migration because it is seen as being
instrumental to the promotion of national development (Kanu, 2015). From this point of view
migrants are seen as agents of change, innovation and invention. Therefore, in relation to the lo-
cal context of Timor-Leste, the government programs for overseas employment® fully adopted
this theory because it encourages emigration as it contributes to investment in human capital as
well as capital flows from these labor migrants into Timor-Leste. In relation to migration and
development, neoclassical theories are divided into two different paradigm schools of thought.
These are neoclassical economics: macro theory and neoclassical economics and micro theory.

Following are the reviews:

3.2.1.1 Neoclassical Economics: Macro Views
This theory explains that the main point of migration is a process of development (Douglas S.

Massey et al, 1993). Its main focus is international migration which occurs as a result of geo-
graphic differences in the supply of, and the demand for, labour (ibid, 1993). Kureova (2011)
argues that this theory centres on wages. It can be understood that beyond the assumption of full
employment, it predicts a linear link between wage differentials and migration flows (Bauer and
Zimmermann 1999; Massey et al. 1993; Aidemiret, al. 2007; Kurekova 2011). Further, accord-
ing to Douglas S. Massey et al. (1993) who looked at the flows of migrants, he noted the migra-
tion from poor countries to rich countries and stated that this is a flow of capital and human in-

vestment as Douglas S. Massey et al. continue:

The movement of capital also includes human capital, with highly skilled
workers moving from capital rich to capital poor countries in order to reap high
returns on their skills in a human capital scarce environment, leading to paral-

lel movement of managers, technicians and other skilled workers (p. 433).

*Overseas employment program is one of the program under National Employment Division of the Secretariat for
Professional Training and Employment Policy of Timor-Leste.
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Analysing this quote, in the context of Timor-Leste, presents the reality of capital flows from
rich to poor countries and vice versa. Moreover, a lack of skill in various levels of professional
workers influenced the decision of many people to work overseas and when they left the country
their positions were filled by experts from other countries. Although this system is effective in
promoting international, migration the theory also provides some perspectives containing several
implicit propositions and assumptions. For example, a common reason for people to migrate in-
ternationally is that wage rates differ from rich to poor countries (Douglas S. Massey et al,
1993). In reality, wages are not the only reason why migration numbers increase from time to

time as there are several factors, which cause migration flows.

From a macro-economic point of view, a high rate of unemployment may be the reason for peo-
ple to migrate. Therefore, the elimination of wage differentials will not end the movement of la-
bor. Secondly, this theory’s perspective on international migration is the transfer of human capi-
tal with high skills where it is different from the thought that people movement is caused by
wage differentials (Ibid). In the case of Timor-Leste, to reduce the rate of unemployment inside
the country, it is beneficial to the country to send more workers, who are categorized as unskilled
labor, to work overseas. For example, a case study of overseas migrant workers from the Philip-
pines identified 8.6 million people and the flow of capital, into the Philippines, as remittances, is
about USD 17.3 billion which is about 10.8 per cent of the country’s GDP (Cai, 2011). However,
in other countries, the transfer not only of money but also human capital from rich countries
flows into poor counties to fill the gaps in the professions in poor countries such as managers,
technicians etc. As a result, remittances or capital, as mentioned, not only flows into poor coun-
tries but also much larger remittances flow out of poor countries. Another point is that, in many
developing countries like Pakistan, Bangladesh, India, the Philippines and Sri Lanka, returning

migrants have significantly higher rates of unemployment (Cohen, 2005).

To conclude, by applying this theory into the overseas employment program of the government
of Timor-Leste we can consider some reasons presented above. Further, this theory may provide
a way for governments to control migration flows by regulating or influencing labour markets in

sending and receiving countries.
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3.2.1.2 Neoclassical Economics: Micro Views
This theory presents the model of individual choice (Sjaastad, 1962-Todaro, 1969, 1976, 1989;

Todaro and Maruszko, 1987, Douglas S. Massey et all, 1993). This model presents:

Individual rational actors decide to migrate as a result of calculating the cost
benefit and this leads them to expect a positive net return, usually monetary,

from the movement (Douglas S. Massey et al: 434).

This quote refers to an individual who chooses to move to a place, which would provide good
job opportunities, and financial rewards resulting in money being sent home as remit-
tances. Towalde (2005) describes remittances as monetary and non-monetary items that migrants
earn while working abroad and send back to their families. Moreover, according to Ratha (2007)
remittances are the flow of money from migrants to their families and friends in their origin
countries. However, the economic impact of remittances is dependent upon the prosperity of the

recipient households and whether they consume or invest them (Englama, 2009).

3.2.1.3 Historical-Structural Model
This model is inspired by the Marxist interpretation of the development of the capitalism system,
which structures the world economy. It included dual and segmented labour markets, the de-
pendency theory and the world system theory of migration (King, 2012). The dual market and

segmented labour market focuses on:

A primary labour market of secure well paid jobs for native workers. A secondary labour
market of low skills, low-wages, insecure and generally unpleasant jobs in factories and
the service sector which are filled by migrant workers because such jobs are shunned by
local workers (Ibid. p16).

Gordon, (1995) who states that the dual or segmented theory divides migrant jobs into two styles
supports this quote. These are organizational and technological. The organizational style includes

the primary workers who have skills, knowledge and experience and tend to have more control
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over their work. The technological style is categorized by labour intensive jobs where workers
lack power and are restricted to earning low wages. This comparison shows how different these
workers’ categories are and result in different treatment in every aspect of employment including
wages andworkconditions. An example of a case study from New Zealand provides evidence on
how workers are categorized into different segments (Easton, 1994). He stated that seasonal
worker employment conditions are comparable to those in the secondary labour market and that

woman and ethnic minorities appear more likely to be among this group (Ibid).

The second model of the historical and structural theory is the dependency theory. This theory
explains how countries are divided into developing and underdeveloped countries. Sens, (2012)
explains that the dependency theory divides the countries in the world into first, secondary and
third world countries. This situation provides the opportunity to create an international division
of labour to serve and benefit first world countries, which have resources and dominate industry,
technology and capital investment from the third world countries, which are mostly dependent on
agriculture, and provide cheap labour. Secondly, class distinction within countries between the
rich and the working class.Sens further argues that the economic elite co-operate with one an-
other that further exacerbate the divide and this co-operation extends globally and is known as
liberalism where third world countries serve the economics of core countries (ibid.). Therefore,
the flow of international migration is seen as the dependency of poor countries, which send their

workers as cheap labour, to serve the economic interest of rich countries.

The last model of historical and structural theory is the world system theory. This theory
emerged in the era of the dependency theory and links the relationship between colonial era ties
of the past colonial powers and their former colonies, creating transport and communication in-
frastructure, administrative links, linguistic and cultural commonalities (King, 2012). According
to Messy (1989), Douglas M. Massey (1993),

Migration is a natural outgrowth of disruption and dislocations that inevitably occur in
the process of capitalist development. As capitalism has expanded outward from its core
in Western Europe, North America, Oceania and Japan, ever larger portions of the globe

and growing shares of the human populations have been incorporated into the world mar-
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ket economy. As land, raw materials and labour within peripheral regions come under the
influence and control of markets, migration flows are inevitably generated, some of

which have always moved abroad. (p. 445).

This quote explains that the whole process of migration is linked to the historical colonial rela-
tionships between the rich colonizing and poor colonized countries. Therefore, migration is not

just based on wage differentials but is more related to the dependency system of colonization.

3.2.2 System and Network Theory
International migration movements are also related to systems and networks. This model is fo-
cused on structure, linkages and processes. Further, it has drawn from the general system theory,
which is flexible in scale, ideology, internal urban migration, and is followed by the European
labour migration to the global migration system or the world system theory (Mabogunje,1970,
Poot, 1992, White and Woods 1980: 49-55, Kritz et al. 1992, Wellerstein 1979 cited by King
2012).

According to Douglas S. Massey et al (1993) migrant networks are created by the interpersonal
ties between the migrant and former migrants and non-migrants in origin and destination coun-
tries through kinship, friendship and origin communities. For example, the case study of Mexi-
can migrants in the United States of America shows the flows of migrants are related to the net-
works created between migrants in the destination and origin countries (Aysa, 2005). Another
example is the case study of Chinese migrants who have spread to many countries using this sys-
tem (Corrado Guilietti, 2014).

Further examples are the migration from the Philippines (Tacoli, 1999) and agricultural workers
from Morocco, who rely on the social ties of family and friends to get work on the same farms in
the south of Spain (Poros, 2011). The increasing movements to other countries are because of
lower transport costs, less risk and the expected returns from the migrants. Therefore, the migra-
tory flows between two countries are not only caused by wage differentials but other consider-

able factors like systems and networks.
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3.2.3 The New Economic ofLabour Migration Theory (NELM)
This particular research used the NELM theory as a foundation to study the impact of remit-
tances on families left at the origin country. Alexander Abreu (2012) states that the NELM pre-
sented itself as a theoretical third way between Neoclassical and Historical Structural Ap-
proaches to migration and purported to reconcile agency and structure in a way previously not
achieved by either of them. Oded Stark & David E. Bloom (1985) defines that the New Eco-
nomic of Labour migration is the theory which explainsmigration decisions are often made
jointly by migrants and some groups of non-migrants. This theory suggests the view, that the
empirical evidence seems to support that the pattern of remittances are better explained as an in-

ter-temporal contractual arrangement between the migrants and their family (Bloom, 1985).

J. Edward Tylor (1999) describes the theory of new economic labour migration and has proposed
two arguments. Firstly, that migration decisions are part of family strategies to raise income and
as insurance against the risks of agricultural production. Secondly, remittances, or in some cases
the consequences of potential remittances, set in motion a development dynamic by losing pro-
duction and investment constraints faced by households in poor development countries.

There are some important points suggested by this theory related to the development aspect of
migrant money. For example, Taylor (1999) argues that most migration research has viewed mi-
grants in isolation from the family and community context. He believes that migration and remit-
tances may have ignored migrants who send remittances through indirect channels, which were
not included in the traditional research approach. He then noted that the true determinants of mi-
gration and remittances on development differ across locales. These are where the most impact
of remittances depends on migrants, the use of remittances and on the economy such as market

and economic policies.

To sum up, all migration models from those implicit in Lewis (1954) to Todaro (1969) and Har-
ris &Todaro (1970) have presented the view that migration decisions carried out by individuals
are shaped by known or expected income differences between migrants’ home and host coun-
tries. However, these models of migration theory, such as the historical and structural theory,

which included dual segmented markets, the dependency theory and the world system theory,
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give different reasons about why the flow of migration increased from time to time. Similarly,
other models such as the networks system theory where the movement of people is not based on
wage differentials but is more likely to be the connections and strong networks, which ease the
process for migrants to settle and get a job overseas. The last and the most important theory,
which underpins this particular study sees the impact of migration at origin countries, is the new

economics of labour migration.

3.3  Remittance Theory
As discussed in the section 3.2, the whole migration theories structured above are important and
have relevance to this particular study. As the main object of this study remittance becomes a
central debate, therefore the understanding of them needs to be defined. With reference to this
BerhaneTowalde (2005) states that:

Remittances are monetary and non-monetary items that the migrants earn while working

abroad and sent back to their families living in homeland.

Ratha (2003) argues that remittances are a migrant’s capital transfer and are assets that a migrant
brings into or takes out of a country. Similarly, The International Organization for Migration
(IOM) 2006 defines remittances as the financial flows associated with migration. In other words,
they are the personal cash transfers from migrant workers to their relatives in the country of ori-
gin. The International Labour Organization describes remittances as the portion of migrant
workers’ earnings sent back from the country of employment to the country of origin
(Puri&Ritzema 1999). Remittances play an important part in development in receiving countries
but there are two different points of view on remittances, which form the backbone of remittance

theories in the development aspect. These are the pessimistic and the optimistic points of view.

3.3.1 Pessimistic View about Remittance Impact at Origin Country.
The pessimistic point of view believes that remittances make a negative impact on the economy
of the origin country. There are some important issues identified in this view. Firstly, remittances
should not be encouraged because their ultimate use is invested in unproductive sectors, such as

building a new house and buying land. Further, remittances are also viewed as detrimental to the
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growth and development of these recipient/receiving countries because they are mostly used for
excessive consumption and they increase the importation of goods, which leads to dependency
(Baruah, 2006). Burgess (2004) supports this view by evaluating the impact of remittances using

the new labour migration economy as follows:

Remittances lead to “excessive” consumption, import dependency, or “unpro-
ductive” investment in housing and land and are no longer tenable. The poten-
tial costs of remittances are now viewed as largely deriving from moral haz-
ardous problems. Remittances could ease pressure on governments, faced with
large external deficits, to engage in difficult structural reforms. They could also
negatively influence labour efforts and savings and the investments of recipient
households, even if the remittance sender wants the family to work hard and/or

save and invest (P.234).

Moreover, Rampel and Lodbell (1978) indicate that remittances are mainly devoted to daily con-
sumption needs. In support of this Massey et al. (1987) estimate that 68% to 86% of Mexican
migrant remittances are used for consumption. From this point of view, the pessimists’ analysis
show that remittances are used only for consumption and, for many poor countries, the depend-

ency on imported goods and services will definitely increase.

Adams (2011) reports that, migration and its remittances seem to increase inequality not only for
international and internal migrants but also for non-migrants. These views more specifically ex-
plain the condition of local markets in countries of origin facing the changes in the price of
goods and services in the local economy. One of the examples is the case study of Cape Verde
where the remittances, used by the households at the origin country, contribute to the increase of

local prices on goods and services inside the country.
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Another researcher who supports the pessimistic point of view is Pablo A. Acosta (2007). He
believes remittances create the “Dutch disease®™ which has a negative impact on the economics
of origin countries. This pessimistic view argues that remittances lead to overshooting countries’
exchange rates and are detrimental to their competitiveness. This phenomenon is known as
Dutch disease7 For example, the study of countries in the Caribbean and Latin America reported
that a 100% rise in remittances affected the real exchange rate (Amuedo-Durantes, 2004). Singer
(2010) conceded that the appreciation of the exchange rates caused by remittances is stronger
among smaller developing countries. Bourdet& Flack’s (2006, cited by Bakardzhieva et, al.
2010) illustrate that remittances in Cape Verde have affected the country’s competitiveness. Re-
mittances are not only said to be disadvantageous to recipient countries’ economies but are also

considered to lead to moral problems.

Singh (2015) also supports the pessimistic point of view and posits that remittances create a
moral hazard problem. In the macroeconomic viewpoint the moral hazard manifests itself in two
ways. Firstly, recipients reduce their labour efforts and rely on remittances as single sources of
income and secondly, recipients may become involved in risk investment such as gambling
(Chami, 2008). This tendency is also reported by Miller, (2001), who found that, households in
Thailand who are remittance receivers are more likely to gamble. He also noted that remitters are
more likely to gamble than non-remitters are. He then suggests that remittance contact may in-

duce risk-takingbehaviours in destination countries.

Lastly, another view of the pessimists stated by Yu et.al (2014) is that remittances are instrumen-
tal in causing human brain drains. In the case of the brain drain, remittances have led to countries
losing professional workers who are highly qualified and skilled. The gaps left by these profes-
sionals are quickly filled by international experts who expect high salaries thus host countries’
monetary resources are not only depleted but the money also flows out to the experts’ home

countries. Further, remittances also attract people to find legal as well as illegal ways to move

®Dutch Disease is the deindustrialization of a nation's economy that occurs when the discovery of a natural resources
thevalue of that nation's currency, making manufactured goodslesscompetitive with other nations, increasing imports
and decreasing exports
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from their origin country to a destination country with the objective is to work and produce more

money.

In conclusion, the supporters of the negative impacts of remittances reflect the pessimist view as
they consider remittances have a negative impact on development and should not be encouraged.
Although this point of view has proven some negative aspects of migration and remittances in
the origin countries, some scholars posit positive views of the impact of remittances on devel-

opment. These hold the optimistic view.

3.3.2 Optimistic View about Remittance Impact at Origin Country
The ultimate use of remittances has become interesting to study. There are many assumptions
about how they contribute to the development of local economies in the countries of origin.
These studies provide academic explanations about the use of remittances from two differing
views, those from the optimists and pessimists’ perspectives. The optimists view the impact of
remittances as positive on the recipient households and countries as, they posit, that they could
alleviate poverty, promote economic development, ease pressure on governments faced with
large external deficits and enable them to engage in difficult reforms. These aspects and others

will be discussed in the following sections.

Firstly, Yang & Choi (2005) consider remittances as positive and posited that they serve as in-
surance to households during economic downturns. Furthermore, Poirine (1997) states that re-
mittances may represent the migrant’s repayment to their family for the financial support they
received when they decided to go overseas to work. In the education sector, remittances play a
significant role in enhancing human capital. For example, evidence from Botswana shows that
the education of recipient families’ increase using migrants’ remittances (Lucas & Stark, 1985).
This is also reflected in Cox Edward &Ureta’s (2003, cited by Costa, 2006) study which de-
scribed the impact of remittances on education in El Salvador where school dropout rates have
decreased. Another study in the Philippines by Yang (2005) found that remittances have resulted
in more children gaining an education, a reduction in the incidence of child labour, higher educa-

tional expenditure in the migrant households and increased participation in entrepreneurial ac-
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tivities. Moreover, a study in Sri Lanka by Ratha (2007) observed that remittance flows improves

the weight of children under five belonging to female-headed households.

On other sectors such as agriculture and business investment Lucas & Stark (1985; 1988) illus-
trate that remittances are higher during drought. This point demonstrates that migrants’ remit-
tances are important to support agricultural production during adverse weather conditions and
therefore protect families in times of famine. Further, Conway and Cohen (1998) found that re-
mittances have become a reliable source of capital when recipients invest them in the purchase of
land and the development of small-scale enterprises or farming operations. There are also impor-
tant findings by Jessaine Sugui Soraya, (2007) who reported that remittances are treated as a

transitory income that prompt receiving households to invest in productive activities.

Secondly, remittances could alleviate poverty. Remittances are believed to raise the income per
capita of recipient households (Rodriguez 1998), Stark and Taylor (1989) found that:

In Rural Mexico “relatively deprived” households are more likely to engage in

international migration and are “better off” households (Pp, 12-14).

Moreover, Adam (1991, cited by Haas, 2009) estimated in his study in rural Egypt that:

The numbers of poor household’s decline by 98% when household incomes in-
clude international remittances and they account for 14.7% of the total income
of poor households (Pp73-74).

Although the findings of these past studies are limited due to their small sample sizes they have
proven that remittances have little impact on reducing poverty in some cases (Adams & Page,
2005).

Thirdly, remittances promote economic development, ease pressures on governments faced with
external deficits, and enable them to engage in structural reforms. A real example of how remit-

tances contribute positively to a country, when the local economy faces external deficit as well as
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the global economic crisis is presented by Yang (2005) who reports on Filipino household’s re-
sponses to overseas members and economic shocks at home. He found that during the global fi-
nancial crisis 1997-1998 many remitters sent money home to their families and as a result the

households received increased remittances from overseas.

3.4  The Migration Issues and Remittance Impact in Timor-Leste.

3.4.1 Migration and Remittance Data in Timor-Leste.

Migration from Timor-Leste has a long history. However, since independence, there are two
new factors, which have attracted policy makers, and researchers. The first is the new flow of
migration especially immigration numbers and motives in Timor-Leste. Secondly, the topic of
remittances and the impact of these on the country’s economy have drawn attention. The first is
the new flows of migration especially net emigration from Timor-Leste. There is currently no
accurate data of migration flows in - out of the country. Estimations show that 16.8 thousand
Timorese people become immigrants to other countries (World Bank, 2011). However, the data
IS vague because it fails to provide the numbers, which settle in destination countries and the
purposes of this settlement. For example, the latest Fact Book of the World Bank showed that
the top destination country of these Timorese migrants is Australia, Portugal, Philippines, Can-
ada, New Zealand, Netherland, Japan, Republic of Bolivarian de Venezuela, The Czech Republic
and Norway. In addition, the report by the migration observatory (2010) described Dili airport as
the main gate for people to exit and enter the country, although to date there is no accurate data
published by the government institution regarding numbers of emigrants or migrants through the
government official website. Therefore, according to this resource there is no reliable data avail-

able to draw conclusions on migration flows and patterns in Timor-Leste (ACP, 2010).

Secondly, there is no accurate data on the total remittances in US dollars from different curren-
cies, which produce by migrant in different countries, flowing into Timor-Leste. One of the rea-
sons is that there is scarce research on the impact of remittances and another reason is the lack of
empirical studies and poor data availability (Shuaib, 2008). However, an estimation of the
amount of remittances, used in this study, shows that USM $5 of remittances is believed to enter
the country every year (Shuaib, 2008). In sum, this section has discussed the rationale behind the

migration patterns and remittances in Timor-Leste, since this country achieved independence in
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2002. Moreover, it highlights the lack of a migration data system in Timor-Leste’s Immigration

Department and the poor availability of data from financial agencies inside the country.

3.4.2 Migration and The Flow of Labour Migration from Timor-Leste to Destination Country
Overseas.

Traditionally, people movement in Timor-Leste has been caused by political situations. The
study by McWilliams, 2011 found that Timor-Leste has experienced a new type of migration
pattern. Significantly, his study provided two different findings: The first is there was a new flow
of migration in Timor-Leste both inside and outside the country. The study discussed a new form
of trans-national migration which included neighbourhood countries such as Indonesia and Ma-
laysia but also well beyond to the destination in Western Europe, such as the United Kingdom of
Great Britain and Portugal (Ibid, 2011). Lastly, McWilliams found that these processes included
the complex interaction at work between local customs and nation building, mediated through
relation of long distance migration (Ibid, 2011). McWilliams study significantly contributed to
social science research focusing on migration and transnationalism by fully examining the his-
tory of migration patterns in one specific district or ethnicity in Timor-Leste. However, his paper
did not provide information about migration development such as the focus on the sustainability
of household investments. Specifically, whether remittances are used "now" or for future "pro-
ductive investments" that positively contribute to the growth of the household economy and

therefore will not rely on remittances in the long run.

Another study done by Shuaib, (2008) categorized as the first piece of analytical research work
which sought to estimate the value of inward remittances and to assess these financial flows on
the livelihood of the poor in Timor-Leste. His study provided a broad picture of how local chan-
nels such as banks and non-bank institutions provide services for the transfer of remittances in
Timor-Leste. He argued that microfinance institutions in Timor-Leste have limited direct in-
volvement in the flow of migrant workers’ remittances (ibid, 2008). He also found that, house-
holds with one or more members who have migrated overseas to work and send home remit-
tances are better off financially by many multiples than households pursuing employment in the
local market and that the transaction costs faced by the Timor-Leste migrants sending and those

receiving remittances are far above the international average.
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In order to reduce these transaction costs MFIs, need to explore their legal rights to be able to
transact in foreign exchange. One suggestion is to form partnerships with those already licensed

such as Western Union, with a view to serving clients in rural and remote locations.

1. Programs and initiatives to increase the skills base for Timor-Leste workers in order to
promote continued access to labour markets in developed countries will be valuable.

2. Government programs to fund potential migrants’ travel for overseas employment are
necessary to drive the export of labour and grow remittance receipts. Further, the
pre-departure and travel costs are a significant burden on migrant families and a policy is
needed for governments seeking to promote remittances.

3. The Government’s migrant worker program to South Korea should be evaluated in order
to identify valuable lessons learnt, and a direction for scaling up its program to both
South Korea and other labour receiving countries.

4. There is a need to investigate the outreach of financial services in urban and rural areas,

with a view to broadening access to remittance services.

Although, Shuaib’s findings focus only on the channels of remittance services in Timor-Leste
these findings are really important for this particular study because some of his arguments sup-
ported the findings of chapter five of this thesis, which is the processes, and policies of migration

and remittances in Timor-Leste.

3.5  Research Questions & Hypothesis
Drawing from the perspective of different migration theoriesand different points of view on re-
mittance theories, provided through extensive studies in other countries, has led to this current
study to specify and examine the impact of remittances on Timor-Leste. Using the base line of
migration and referring to the impact of remittances, from previous research and studies in
Timor-Leste, this study has one key question i.e. what is the Impact of Remittances in Timor-
Leste? Considering the key question and the different relevant theories, presented above, this
study argues one hypothesis, which is that remittances have a positive impact in Timor-Lesteas

they are invested in productive sectors such as human capital and small and medium businesses.
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3.6  Conclusion
To conclude, this chapter has critically summarized the current knowledge about migration and
remittances on the development of countries. The review of this literature also identified the
strengths and weaknesses of previous works and related them to this current research. With re-
gard to this objective, I think it is important to review all the theory related to migration and its
impact on the development of countries. Therefore, this chapter presented the structural history

of migration and led to remittances as the key point to answer the big question of this thesis.

The first point, this chapter presented was the history of migration such as the present views of
migration theory from the Developmentalist neoclassical economics: macro and micro views to
the historical and structural theories, which included the dual, segment theory, the dependency
theory as well as the world system theory. These are important because they have relevance in

answering some key questions in this chapter.

Secondly, this chapter reviews the key theories of remittances. The new economy of labour mi-
gration is applied as the fundamental theory to examine the impact of remittances to Timor-
Leste. In addition, the pessimists and optimists’ views were reviewed. According to those who
adhere to the pessimistic point of view, remittances should not be encouraged because they have
negative impacts on development. This perspective has been proven correct by some case studies
in different countries, which show that the ultimate use of remittances is in the unproductive sec-
tor such as increasing the consumption of durable and non-durable goods. However, the optimis-
tic viewpoints found there are many positive impacts from remittances, as they contribute to the

development of households in particular, and local economics in general.

Considering the theories of migration and remittances and a previous study of these in the same
location as this one, | adhere to the optimistic view. | consider that remittances give a positive
impact on many households in Timor-Leste. To prove this argument, | have formulated one big

question to examine this argument i.e. what is the Impact of Remittances in Timor-Leste?
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CHAPTER IV. RESEARCH DESIGN & METHODOLOGY

4.1 Introduction
This chapter presents the qualitative research methodology used in this study. As a broader dis-
cussion in the previous chapter, further study needs to be undertaken to justify more evidence of
how the result of remittance impact influences the development of migration and transnational-
iSm in one area. To examine my argument that remittances have a significant positive impact on
Timor-Leste, | will demonstrate the appropriateness of the techniques used to gather data and the
methodological approaches employed. Therefore, this chapter will initially discuss the episte-
mology and the standpoint of the basic knowledge used to conduct this research. Secondly, it de-
scribes my positionality and reflexivity. Further, this chapter explains various sections of the
process and steps undertaken in this research undertaken i.e. research design; data management
and data analysis including data limitation. In addition, this chapter will include the anticipation

of ethical issues.

4.2 Epistemology
The understanding of epistemology is the key to the success of research. Epistemology as de-
scribed by Soini et.al.(2011) as the nature of knowledge which is related to similar notions such
as truth, belief and justification. Sumner (2006) explains that epistemology is the criteria for
what counts as knowledge and provides the reference for its trust and the justification. Other than
that, the basic assumption of the epistemological stance is to obtain phenomenological insights
and revelations, to understand how social reality has been created, to map the context, to study
the systems, processes and changes and to construct a positivist science. Therefore, | used the
constructivist and feminist epistemology as the foundation of knowledge, which led me to con-

duct this research.

4.2.1 Constructivist Epistemology

Constructivist epistemology has influenced the whole process of my research. Constructivist
epistemology is understood as the philosophy of learning and it is founded on the premises that
reflecting on experiences, and constructing our own understanding of the world we live in

(Saleh, 2006). According to constructivism, there is no single valid method in science but rather
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of diversity of useful methods. Therefore, this understanding led me to position myself as a re-
searcher in social science, to remind me of how | used different theories to back up my findings

and provided me with various understandings of different methods used to examine case studies.

4.2.2 Feminist Epistemology

The feminist standpoint in this research is complementary to the constructivist view. As stated by
Rose (1983) the feminist approach is the relationship between women’s positions in science and
those of the patriarchal. Timor-Leste has a strong patriarchal system in which people often view
subjects with emotion, attitude and interest. In this situation, I acknowledge that my position as a
Timorese woman who has gained education in higher learning institutions overseas, as well as
my position as a mother in this system, play a significant role as a subject and as an object to in-
teract with participants in this research. This epistemology also stands to see the issues of ine-
quality, the treatment of race-ethnicity, gender and class differences and discrimination are all
relevant subjects in this study. As posited by Kitchen et al. (2000, cited by Longhurst, 2003)
“Feminism is a political project seeking empowering and emancipator benefits for the research
participants” (p.18). Therefore, using a feminist approach as complementary to this study to con-

struct the understanding of conceptual frameworks.

Through the epistemological framework, | look, talk, listen and learn from my participants. | be-
lieve that this baseline will guide me to think and seek the truth and non-truth so that I can de-

termine the proper method to evaluate my findings in this research.

4.3 Positionality
Understanding my position as a researcher, | have critically put myself as an instrument to ex-
perience (Guba& Lincoln, 1981). The self as both inquirer and respondent, as teacher and learner
has brought me to know myself within the research. Moreover, reflexivity gives an understand-
ing that researchers not only deal with the research problem of choices or with whom the re-
searcher engages for research purposes but it significantly influences selves and multiple identi-

ties that represent the fluid self in research settings (Alcoff& Potter, 1993).
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Knowing the position of self as an individual is subjectivity and it is deeply connected to the so-
cial and political constructions in life as it shapes people’s behaviour and experiences. I am an
activist,working through different positions with different organizations in development areas,
such as in HADEMER? as a vice director, in *°CAUCUS/IRI as a trainer, in ILO as a district co-
ordinator, in Peace Dividend Trust as a program associate, in The Asia Foundation as a planning
analyst, in UNTL as a part time lecturer, and as a National Advisor to the Secretariat of State for
Professional Training and Employment Policy. This extensive working experience gives me
massive advantages to create networks in society and gives me the basic understanding of the
developing world and its interferences, especially the world of people who I choose to study. In
addition, as a young Timorese woman currently pursuing a Master’s degree in the Development
Studies at the Faculty at Victoria University, Wellington, New Zealand. Here, | have power
among my fellow Timorese to be one of Timorese women researchers and conduct this research
with single mindedness and self-confidence. Moreover, 1 am the mother of one child and I am
perfectly healthy, able bodied with an active mind, which privileges me in society and frees me

from various forms of discrimination.

As a women and wife who lives in a patriarchal society, | have always had to deal with gender
roles, gender equality and domestic violence. This system does not benefit me and | am aware
that | am not entirely free from discrimination, however, from the feminism standpoint as | men-
tioned in the epistemology framework, | have the power to understand and be aware of my posi-
tionality. | was born and grew up in a small family in a rural area of the Ermera district and | was
privileged to engage in the society. Society is the idea of family construction (Richard, 2002
cited by Fry 2002). My life within my family taught me the values of unconditional love and |
was also given active support and safety. In addition to my ethnicity and culture, being black and
having similar skin tones to my Timorese fellows has given me extensive advantages as | am
viewed as an insider and this gives me flexibility and opportunities to talk, listen and share with
the community without concerns of discrimination. Having parents from both sides of the coun-

try, my mother is from east and my father is from the west of Timor-Leste, gives me a massive

®!HADEMER is a woman organization working specifically to enhance women capacity in potential business in Dis-
trict.

®CAUCUS is an organization under International Republican of Institute working specifically on women participa-
tion in politic
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privilege and the value of belonging in both areas where my research was conducted. In terms of
religion, 1 live in a society with strong Catholic affiliations. 1 am a pure Christian and this gives
me another benefit because | share the same beliefs with the society of Timor-Leste and | have

learned the value of respecting other people based on love and the principles of the God.

On the other hand, as a young woman who is actively involved in many organizations | also
share views of and participate in politics. Being young, energetic with an active voice to share
community ideas, such as community problems in public media, including local newspapers give
me more advantages to deal with research participants in this study. This position has influence
on my presence in the community where people are willing to share their ideas and tell the truth.
However, | am also aware that this gives the community the high expectation that their voices
will be shared in public and help will come from the government. Finally, growing up in a low
class family where economic foundations were weak makes me understand living in poor condi-
tions and how families always support each other by giving without thinking of receiving. This
enables me to share the same values, ideas and understand why participants in my study, decided
to send family members overseas for work. | love Timor-Leste; | take a huge inspiration from
those who died for the independence of my country and thoughts of them encourage me to con-
tinue my battle to help my community by actively participating in the development of Timor-

Leste.

Reflecting on this and although the researcher has many identities to bring into the field there are
only three categories of self such as research based self, broughtselves'®and situational created
selves (Reinhardz,1997). | have a clear understanding that the research is not a project but a
process. In addition, it uses every aspect of a researcher’s position to learn by using different

contextual frameworks to discover the subject and to discover self.

In short, the above explanation is not to explore my biases, however, | used it to ensure my val-
ues, assumptions and beliefs do not affect my research. I am mindful of how I construct myself, 1

also understand how other people view and construct me, and so | validate my distinctive truth

The brought salve is the salve that historically, socially, and personally creates individual standpoints.
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with multiple subjectivities. From all of this | know that | cannot enforce my own experience on

others. This is my positionality.

4.4 Research Design
4.4.1 Method of Data Collection
This study was carried out using a qualitative design method (Gorman & Clayton, 2005) (Dezin
& Lincoln, 1994, Dezin & Lincln, 2005) that assumes social constructions of reality. Dezin&
Lincoln (1998) positQualitative research is multi-method in focus involving an interpretive, natu-

ralistic approach to its subject matter (p. 3).

Unlike a quantitative method where researchers rely on numbers and figures, a qualitative
method is more focussed on how people feel, what their opinions are and why they decide to do
something. The rationale behind using a qualitative method, in this specific study, is because it
captures the trends and details of a situation as well as requiring a deep understanding of an is-
sue. As a researcher, | tried to understand the complexity of life, living standards, pictures, word
analysis, report details and views of my participants by conducting the study in a natural way. |
took such understandings of the study of the impact of remittances from three different tech-
niques of data collection, which are usually applied, in qualitative research such as in-depth in-
terviews, document studies and participant observations. Application of these three techniques

will help me answer the research question.

4.4.1.1 In-Depth Interviews.

Interviewing is used to collect information from people. According to Monete at, al. (1986:156)
an interview involves an interviewer reading questions to respondents and recording their an-
swers. Furthermore, according to Burns (1997:329) "an interview is a verbal interchange, often
face to face, though the telephone maybe used in which an interviewer tries to elicit informa-
tion”. (p.45) In-depth interviews are used to glean the underlying motives of the interviewees’
attitudes, behaviours and perceptions. Using this method is the most effective way to communi-
cate with people. To support this Kvale (1999) remarks “conversation is the basis of human in-
teraction. Human beings converse to get to know each other and learn about each other’s experi-

ences, feelings, hopes and the world they live in” (p. 5). Analysis of this statement reveals that
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relaxed conversations, with an experienced and flexible interviewer, gathers more insightful in-
formation. 30people were interviewed for this research and were asked the same questions™
about the impact of the remittances on their lives and the country.10 people were located in the
urban areas such as the capital of the district and 10 people were in the rural areas mostly in vil-
lages. Another 10 interviews were conducted with the Timorese diaspora from United Kingdom

of Great Britain, Northern Ireland and South Korea.

The interviews were between 1 and 1 and a half hours. Initially, the interviewer asked the par-
ticipants to relate how they decided which members of the family would migrate. This was done
to put the people at ease. The interviewer then asked basic research questions to focus the rela-
tively homogenous participants on the topic as it would be expected, they would have shared ex-
periences on the topic (Crabtree, 2006). Before each interview, the interviewer was ethically re-
quired to explain the purpose of the study, how the interview will be recorded, how the informa-
tion will be stored and how it will be destroyed after analysis. In addition, the equipment and ma-
terials to be used were explained. These included a tape recorder to record conversations, a pro-
fessional camera for photographs and paper and pens for making notes.

The interviews with the Timorese diaspora, as these people were living overseas, were conducted
through Skype, utilising camera where possible. This was because Skype is universally known,
offers face-to-face communication and is easy and cheap to use. To support this Cater et.al
(2014) comments that individuals and companies around the world utilise Skype for personal
communication, job interviews and travel information as it offers free international calls. More-

over, most of the Timorese diaspora use Skype to communicate with their families at home.

Besides interviewing members of households and many of the Timorese diaspora, researchers
also interviewed government members from relevant departments and people from financial in-
stitutions (commercial banks and non-bank institutions) that operate in Timor-Leste. As with the
other interviewees, these participants were given the same explanations including the equipment
and processes. However, the objective of these interviews was to glean their opinions about the

remittances from the Timorese diaspora.

“yUnstructured Questionnaires (preliminary Questioners) can be seen in Appendix Il
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4.4.1.2 Document Study

A document study is another method of qualitative research used in this study. According to Ol-
son (2013) a document study is the source of verities data such as paper, letters, information on
the daily activities of people and departments relating to the study. Olson (2013) further men-
tioned that the analysis of the verities documents provides a window into historical, political, so-
cial, economic and personal dimensions of the case beyond the immediacy of the interviews and
observations. Beside the primary source of data collected, secondary data such as government or
semi-government publications, earlier research, personal records and mass media (Kumar, 2011)

play a significant role in this study.

In this study, | have collected government documents relating to the policies and services of mi-
gration and the remittance processes in Timor-Leste. These data include the guide or handbook
of remittance policies and processes, data from the 3 month report of remittances in and out of
Timor-Leste provided by the central bank of Timor-Leste; the revenue report which is included
in the GDP annual report provided by the Ministry of Finance; the Portuguese citizenship per-
mits provided by the Ministry of Foreign Affair of Timor-Leste; the policies and processes of
immigration provided by the Department of Immigration Timor-Leste and finally the processes
and policies of labour migration to South Korea and Australia complete with their report of re-
mittances in to the country provided by the Secretariat of State for Professional Training and
Employment Policy. In addition, this study also used various online publications from the gov-
ernment of Timor-Leste and other sources. For example, census data from the Department of
Statistics which publishes online, the National Strategic Plan 2011-2030 of the Government of

Timor-Leste and the constitution of the republic of Timor-Leste.

Earlier research studies on related topics in Timor-Lestewere also chosen to be one of the mate-
rials to complement data needed. These documents provided me with some information | needed
to develop this particular study. In this section, | have collected some studies by the ACP (2010),
the Leveraging Remittance with Microfinance: The Timor-Leste country report by Shuaib (2008)
and The East Timor: Old Migration Challenges in the new Worlds’ Newest Country (2004). Fur-
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thermore, | included some reports from the World Bank and other sources, which reported in-
formation, relating to migration and remittances in Timor-Leste. Personal records obtained as
information were provided by Portugal Embassy regarding some data related to migration, which
has not yet been published including the numbers of Timorese labour migrants who are currently
working in Northern Ireland. I also used some reports that are published by national and interna-
tional newspapers and some related information | found on the internet. For example, informa-
tion about the Timorese labour migrants in Northern Ireland, theUnited Kingdom of Great Brit-
ain, South Korea and Australia.

Although these documents are useful and important to include in this study, there are some im-
portant issues that need to be considered before using this data as there are some problems with
the availability, format and quality of the data. From all the data | have mentioned above, | have
found that some have no validity and reliability. Other information from personal diaries and
newspapers may have problems with personal biases and lack the rigour and objectivity | expect
in this research report. In terms of availability of data, | have experienced that not all institutions
can provide data needed because of issues of confidentiality and their interests, especially data
related to financial issues. For example, | provided a formal letter to one of the commercial
banks in Timor-Leste to acquire some data but my request was rejected because they have no
interest in my study. Another case is the data | wanted to collect from the Money Transfer Op-
erators in Timor-Leste, again my request was refused as the regulations of this institution pro-
hibit researchers receiving data. Although | was unable to collect information from these finan-
cial institutions, banks and non-banks | have gathered reliable data provided by government in-

stitutions regarding the total amount of remittances that come into the country.
4.4.1.3 Participant Observations & Visual Methods
Participant observation is the third method of data collection, used in this study, to view house-

hold uses of remittance money. As posited by Kumar (2011)

"Observation is a purposeful, systematic and selective way of watching and lis-

tening to an interaction or phenomenon at it takes place” (p.140).
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This method allows me to randomly observe the conditions of the participants lives. For exam-
ple, to learn about and ascertain the functions performed by a worker or to study behaviour. In
many ways participant observation appears simple and straightforward which means that it could
be seen merely as an intention of how you engage with the world around you (Daniel Hammett,
et al, 2015).

Observation may take many forms and is at once the most primitive and the most modern of re-
search techniques (Goode & Hatt, 1952). Realising that each model of data collection has its own
advantages and disadvantages, | acknowledge that the participant observations, | chose in this
study, also faced the same things. The advantage of this method is that data is independent of
people’s self-presentation and biases: data on situational, contextual effects rich data on hard-to-
measure topics'?, and the data yields new insights of hypothesis (Leonard Bickman, 2008). On
the other hand, the disadvantages of this method are varied such as constraints on accessing the
data; cost; time; observer bias, low reliability which may affect the behaviour of those observed:
hard to analyse and report: less rigorous and may be seen to be unscientific. In this particular
study, | also wrote down what | observed during the interview with the participant household.

In addition, the visual method is also used as another method in this study. According to Denzin
& Lincoln (1994) the visual method usually uses film, video and photography as means of re-
cording and documenting social life. This method is often called a memory, as it provides realis-
tic information. Therefore, in this study, | used photographs to capture the social changes around
the participants. The foci of these observations are the living conditions, including housing,
household furnishings and effects, vehicles, television sets and other items as evidence of the re-
ceipt of remittances. The camera recorded these under the ethical agreement between the re-

searcher and the participant.

4.4.2 Forms of Question
The form and wording of questions used in an interview is extremely important (Kumar, 2011).
Therefore, the questions for this study were designed using open-ended questions of different

variables to determine the impact of the remittances and demographic questions, which are de-

?Hard-to-measure means topics refers to emergent behavior or culture
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signed to provide distinctive points of information required. Further, the focus of the questions is
to provide information relating to the ultimate use of remittances and information about the mi-
grants including: how they adjust to their employment, their income and the regularity of sending
remittances to their families. As well as knowledge of the process of their migration, it also in-
volves the process of entering a new job, information about yearly incomes, regularity of sending
money to family and channels used to send money home. The questions are structured based on
the central question and sub questions. The questionnaires are seeking information on the differ-
ent levels of participants. These are set at three levels of participants with different question-
naires (1) Remitters and Receivers’ households. (2) Relevant government institutions. (3) Finan-

cial institutions public and private, which provide the remittance services.

4.4.3 Sampling

Lack of data about Timorese labour migrants and their families at home made me decide to use
non-random sampling in this study. This is useful because the number of elements in a popula-
tion cannot be individually identified. The household participants were selected by using the
non-random design of snowball sampling. Snowball sampling is the method of selecting a sam-
ple by using a network (Kumar, 2011). It is a non-probability sampling technique where the

numbers of participants are difficult to locate

The saturation point of this study is 30 household participants including the labour migrants
overseas. To start using this technique, I interviewed the first participant from Dili, the capital of
Timor-Leste. From his networking, | expanded the interview out of the capital to the eastern part
of the country in the districts of Lospalos, Baucau and Viqueque and later to the centre of the
country in the Ainaro district and in the west the district of Covalima and the special territory of
Oeccusse. To gather information from labour migrants overseas, | started by selecting partici-
pants using Facebook. Through this networking, I conducted interviews with migrants residing in

Northern Ireland, England and South Korea using Skype.
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Table 2. Summary of remitter’s overseas participants by country of destination

Country of destination Total participant

Northern Ireland

United Kingdom of Great Britain
South Korea

Total Participants

Source: Brigida Soares, 2014.

Table 3. Summary of remitter’s receiver participants by location

District Urban
Dili 2
Lospalos 3
Baucau 3
Ainaro 0
Covalima 1
Oecusse 1
Total Participants 10

Source: Brigida Soares, 2014.

4.5 Data Processing and Analysing.
4.5.1. Data Processing

5
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The steps taken in data processing is the important part after data collection. In this study the

data processing is as follows:

4.5.1.1 Editing

From the raw material gathered in the interviews, | transcribed the original conversations of the

30 participants in the original language into word documents. To ensure that the data was clean

after being transcribed, 1 edited it, which I did by scrutinizing the completed research instruments

to identify and minimize possible errors, incompleteness, misclassification and gaps in the in-

formation obtained from the respondent (Kumar, 2011 p. 255).
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4.5.1.2 Coding

After cleaning the data, the following step is coding. To do this I manually coded the result of
the interviews based on each sub question from the main research question using Microsoft Ex-
cel. For this, I used free format data entry (Kumar, 2011). | then divided each sub question into
an excel column with the different categories and filled the column with, first the personal in-
formation of the participant of my study at the category such as location, name, age, status/ rela-
tion to the diaspora and job status. Further, I filled each column created with the main answer of
each sub question. For example, the process of migration and the process of receiving remit-
tances, what channel was used, was it easy or difficult and continued in the same style until all

the sub questions were recorded in the spread sheet.

Each excel spread sheet has a column and row for each data category. The first spreadsheet con-
sists of columns and raw data. The first data entry is the coding of the migration processes and
the remittances’ processes in Timor-Leste. Each participant household has its column and the
raw data to maintain the information gathered from the row of data after the transcribing. The
second data entry is the coding of participant households’ expenditure on the consumption of du-
rable and non-durable goods and services, using remittances. The last data entry is the coding of
the participant households’ expenditure to support a productive sector such as human capital and
business investment. Similar to the coding in participant households’ interviews, the data from
government papers are transferred to separate spreadsheets by category based on the sub-
questions of this research. The aim of recording this data is to make it easier when analysing and

quoting the argument or document, related to the issues discussed in this research.

The data from the notes during observations were also transferred into a separate spreadsheet as
complementary to the main data entry from the interview. Some pictures, also captured during
the interview, and used as an example of comparison to the statement from remitters family eco-

nomic conditions.
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4.6 Data Analysis
This study used 4 different methods of analysis to explain the research findings. These methods
are content analysis, discourse analysis/analysing talk and text, document study and visual data

semiotic analysis.

4.6.1 Content Analysis

This study used content analysis as one of the methods to explain the findings of the research.
Content Analysis is the way to examine forms of communication used to objectively document
patterns (Lisa M. Given,2008). Early definitions of content analysis cited by Melissa
Harly&Bryman (2004) are as follow; “The content known as content analysis attempts to charac-
terize the meanings in a given body of discourse in a systematic and quantitative fashion” (Kap-
lan, 1993:230). In addition, content analysis is the techniques of analysing data from the content
of communication into a systematic, objective and it describes it, in a quantitative form (Bar-
elson, 1952: p.8), (Cartwright, 1953: 424).

Given the understanding of these definitions, | have chosen this method to analyse all the data |
collected. I used the most common approaches of content analysis i.e. a thematic analysis, where
the coding scheme is based on categories designed to capture the dominant themes present in a
text. In accordance with this, I divided the main research questions into categories. This way is
similar to the opinion of Melissa&Bryman (2004) who describe content analysis as "Content
Analysis resorts to designing different coding schemes for different research questions applied in
different types of text" (p. 550). To produce a quantitative form, | chose to use manual coding to
identify the common/ similarities of words or opinions from the participant households based on
the question categories. A pattern of this coding can be categorized by similarity™®, differences™,
frequency®®, sequence®®, correspondence’ and causation®®. I chose to do it manually because of
the way a participant household describes or answers to the questions, whether simple words are

used, whether there is a mix of languages in one sentence such as using Indonesian and Portu-

BSimilarity refers to things happened in the same way

“Differences refers to things happened in predictable different way.

BFrequency refers to things happened regularly or seldom

'°Sequence refers to the things that happening in a certain order

YCorrespondence refers to the things that happening in relation to other activities or event,
'8Causation refers to the things happening one appears to cause another.
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guese languages and whether these are sometimes mixed with the local dialects are difficult to

read using an automatic system like Nvivo.

To do this manually, 1 used open coding to divide the data already collected into segments and
then | scrutinized them for the commonalities, which reflect the categories or themes. In order to
make it easy to analyse, | maintained the open coding in a Microsoft excel spreadsheet’®, de-
signed each file with research sub-questions and put each participant’s answers into the excel
column. To make it quantitative, | used a Pivot?® system of the Microsoft excel advanced pro-
gram to count the household participant’s opinions. In this particular way, I created a column to
put a code like consumption, school, business, process, difficult, easy and so on. This code then
transforms the data in to numbers. For example, how many participants used remittances for con-

sumption, how many participant use remittances to pay school fees and so on.

4.6.2 Discourse Analysis.

This study also used discourse analysis as one of the methods to discuss the relationship between
the text and the conversation during the interview. Discourse analysis is analysis using written,
spoken and sign language as the object, which has comprised a large unit such as conversation
and the interrelationships between language and society (Lisa M, Given, 2008). Another point of
view presented by Greener (2011) is that critical discourse analysis has a strong relationship be-
tween texts and talk, which has a reflective and reflexive approach. Although a deep and exten-
sive understanding of linguistic theory is required, my study used conversations transcribed from
the recordings of the in-depth interviews to link and locate these within the wider discourses pre-
sent within society. For example, in this study | used quotes of the opinions from participant
households to link and locate them to the wider discourses of migration and the impact of remit-

tances in Timor-Leste.

4.6.3 Document Study
The last method used to analyse these research findings is document analysis. Document analysis

is the study of written texts and takes into account the document's physical condition (Lisa M.

“The Microsoft spreadsheets that build in this research can be seen in the appendix.
2pjvot System is one of the Excel’s most powerful features. A pivot system allow user to extract the significance
from a large, detailed data set.
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Given, 2008). In this particular study, I collected some physical documents such as: migration
policy papers; the Law of Citizenship which is regulated by the Government of Portugal and
from the Timor-Leste Ministry of Foreign Affairs; some documents related to the processes and
policies of labour migration from the relevant ministries like the Secretariat of State for Profes-
sional Training and Employment Policy; the policy document regarding the remittance services
in Timor-Leste from the Central Bank; some physical data related to people’s names; numbers of
people and the amounts of USDs transferred from some of the commercial banks in Timor-
Leste

4.6.4 Visual Data: Semiotic Analysis

The last method used to analyse this study is semiotic analysis. Semiotic analysis is the analysis
of a wide range of materials including visual data such as photographs and magazine advertise-
ments (Matt Henn, 2006). In this study, | have used photographs, taken during the research, to
analyse the difference between past and present of these participant households. For example,
the condition of houses before any of the participant relatives went overseas to work were built
with the triplex and now, after a relative has worked overseas the house construction may have

changed from triplex to concrete block.

4.7 Research Ethics
Ethics is the science of morality: those who engage in the study of it determine values for the
regulation of human behaviour Homan, (1991), Mark Israel & Lain Hay, (2006). Ethics consid-
eration is an important part of collecting raw material in the qualitative research method, which
involves humans as the object of study. According to this, the Victoria University of Wellington
requires students who are undertaking research with human subjects, to seek and obtain its ethi-
cal approval before starting the fieldwork. 1 gained ethics approval from the Victoria University
Human Ethics Committee prior to beginning my fieldwork. I precisely followed the code of eth-
ics provided by the university for all students conducting field research with human participants.
In addition, | acquired written consent from each of the research participants. | also described
what the research was about and why | needed to obtain the information. | explained the infor-

mation sheet, which had been approved by the Ethics Committee.
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4.8 Limitations of the Data
| was unable to obtain data about remittances from commercial banks such as the National Bank
of Ultramarine (BNU), The Mandiri Bank and other data regarding the transfer of remittances
from non-bank institutions such as the Western Union and Money Gram. Nevertheless, | was
able to gather data from SEPFOPE regarding remittance receiving which showed the amount of
money sent by Timorese migrant workers from South Korea. Therefore, in my analysis, | was
not able to present the comparison of how much money was received by each remittance service

channel in Timor-Leste.

4.9 Conclusion
In conclusion, I am sure that these methods are appropriate to investigate the impact of remit-
tances on Timor-Leste. To support my argument that remittances have a positive impact to
Timor-Leste, these three techniques used to collect the raw data, such as in-depth interviews, the
study of documents and participant observations are sufficient. As noted in this chapter, the lack
of information about migrants and their family addresses, make a snowball sampling the right
method use to find the participants. In addition, | focused the study in two specific areas: the ur-

ban and rural areas in Timor-Leste.

The sample, from the snow balling method, resulted in 30 interviewees, 20 from the receiving
households, both in rural and urban Timor Leste. The remaining 10 were Timorese migrant
workers living and working abroad in Northern Ireland, England and South Korea were inter-
viewed. A seconds group interviewed included people from relevant government institutions
such as the Ministry of Foreign Affairs, the Ministry of Defence, the Secretariat of State for Pro-
fessional Training and Employment Policy and the Ministry of Finance. Financial institutions
were also targeted including commercial banks and non-bank institutions. The commercial banks
were the Central Bank of Timor-Leste BPA, BNU, ANZ and the Bank Mandiri. The non-bank
institutions interviewed were the Western Union and Money Gram. Finally, NGOs were also in-
volved in this study. These are the International Organization of Migrants (IOM), The Interna-
tional Labour Organization (ILO) and the World Bank.
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The methodology used in this study is appropriate to examine the issues, of 3 months of data col-
lection in Timor-Leste. The following chapters will present the results using these particular

methods.
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CHAPTER V. RESULT ONE: MIGRATION SOURCES AND THE POLICIES AND
PROCESSES OF REMITTANCES IN TIMOR-LESTE AND THE DESTINATION
COUNTRIES

5.1 Introduction
This chapter discusses the findings of the study, specifically, the process and policies of migra-
tion from and remittances to Timor-Leste. In addition, it is has drawn on perspectives from dif-
ferent sources, including, urban and rural participants, the diaspora, the government department
that deals with the processes, sources of information and the channels the labour migrants use to
go overseas. Further, it discusses the channels of the remittances and the policies pertaining to

these both within Timor-Leste and outside the country.

I have summarized all the information regarding labour migrants and remittances. The data I col-
lected is from participants and observations. | have also included the frustrations | experienced in
endeavouring to gain information about the policies and procedures of migration and the remit-
tances in Timor-Leste and the destination countries. | interviewed one staff member from the
Ministry of Defence (MD), the Ministry of Foreign Affairs (MNEG), the Secretary of State for
Professional Training and Employment Policy (SEPFOPE) and the Ministry of Finance (MoF).
In addition, | interviewed one staff member from the Central Bank of Timor-Leste (BPA), and
one from the ANZ bank. Further, I conducted in-depth interviews with all participant families as
stated.

5.2 Research Questions
This research specifically looked at the processes and policies of migration and remittances’ ser-
vices in Timor-Leste. The aim was to explore and gain an understanding of government interven-
tion in financial service institution. For example, the policy to regulate the banks, which provide
receiver and transfer services and the Government’s policy on the emigration, issues to protect
the Timorese workers overseas. This chapter answers the questions of thethesis, which is who,

sends remittances and who receives them?
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The financial institutions, both formal and informal, play a significant role in the remittance ser-
vices in Timor-Leste. The research done by AusAID (2008) fully recommended that future re-
search should examine the ways to facilitate access to overseas work, grow inward remittance
flows and reduce the transaction costs faced by migrant workers and the remittance receiving
households (Shuaib, Laveraging Remittances with Microfinances: Timor Leste Country Report,
2008). Moreover, this thesis explores all the processes of the workers” migration, including those
supported by the government and those privately supported by the families. The reason for this
is the need for Timor-Leste to find an alternative policy to support labour migration and facilitate
the flow of remittances into the country. Shuaib (2008) further stated, “The future labour migra-
tion among the young Timorese people may increase the remittances to the region” (p.200).
Hence, this primary research complements other academic research related to the transnational-
ism and development of Timor-Leste, especially with regard to the impact of remittances to the

country. A discussion on the migration of the Timorese people follows.

5.3 Migration Sources and Processes to the United Kingdom of Great Britain, Northern
Ireland, South Korea and Australia.
Migration involves movement from one country or place to another. It depends on many motives
and reasons (BICC, 2006). The Geographic (2005), agrees and reported that people move for
numerous reasons. These are political, social/cultural, economic and environmental factors. Eco-
nomic conditions are often the motivation for many in search of better jobs and the promise of a
better life (IOM, 2011). A significant point of view is presented by the migration system theory
which argues that migration has the links existing between the sending and receiving countries
based on colonization, political influence, trade, investment, social and the other factors (S Cas-

tles, 2006). In brief, the case of Timor-Leste’smigration is not far from the reasons mentioned.

In this case, study, the reasons of Timorese searching for work in Northern Ireland, the United
Kingdom of Great Britain, Australia and South Korea are based on economic factors. Further,
colonialization, politics and modernization?* have substantial influences and play a significant

role in motivating these migrants from Timor-Lesteto migrate, via Portugal, as the former colo-

“Modernization refers to the advances in social media have contributed significantly to migration. This technology
has enabled people to see the lifestyles of the diaspora and the advantages of remittances to families.
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nial power in Timor-Leste, to the United Kingdom of Great Britain and Northern Ireland. The-
sereasons can be linked backto the structural theory, which focuses on the world system theory

as already stated in the literature review.

In addition, Inter Government relationships between Timor-Leste and other countries, in particu-
lar Australia and South Korea has created advantages for all. Despite the fact that these relation-
ships support migration from Timor-Leste, little attention has been paid to the process of migra-
tion including gathering data about those Timorese migrants who are privately supported by their

families to the United Kingdom of Great Britain.

To investigate this, | interviewed one of the directors from the Ministry of Foreign Affairs, he
said that:

Timor-Leste has bilateral relationships with other countries regarding labour
migration. For example, the agreement between the Government of Timor-
Lesteand South Korea and Australia through The secretariat of State for the
Professional Training and Employment policy (SEPFOPE®%). Also, numerous
young Timorese flew over to the United Kingdom of Great Britain using Por-
tuguese citizenship which is supported by regulation which exist in the Portu-
guese constitution®®. Therefore, the Timor-Leste Government has nothing to do
with them. For example, if something happens to them it is the responsibility

of the Government of Portugal. (Interview, June 24, 2014).

| also interviewed the director of the Immigration Department in his office regarding the data of
young Timorese flying to the United Kingdom of Great Britain. He mentioned that they do not
have any data about peoples’ purposes for movement. Even though they have the Border Man-
agement System (BMS) to record people’s movements, it is difficult to detect people’s last desti-
nation and their purpose for travelling out of Timor-Leste. The following is his statement:

2SEPFOPE is abbreviation of Secretaria do Estado Para a Politica de Formac&o Professional e Emprego.
“The Portuguese constitution can be seen in the Appendix.

66 |Page



Our system cannot detect peoples’ destination countries. They all put Indonesia
as the place they visit but when they arrive in Indonesia, they fly to other coun-
tries and we don’t know that because we do not record their next flight over-

seas (Interview, June 25, 2015).

He added that people movements for the purpose of work is not their duty to record and sug-
gested that to get information of young Timorese flight’s overseas to the United Kingdom of
Great Britain and Northern Ireland, the place to ask is the Portuguese embassy in Dili as they
have the complete data. In contrast, he said that regarding labour migration to South Korea and
Australia, they have maintained data because they have good coordination with the relevant insti-

tution, which sends Timorese youth overseas to work. His statement follows:

If you talk about people movement for work purpose, SEPFOPE is the right in-
stitution to ask. We coordinate with this institution to get data about how many

people are travelling to Australia and South Korea (Interview, June 25, 2014).

His response indicated that there is no adequate system in the government database, to record the
reasons people travel. This highlights that everyone who travels overseas has equal status and
there are no differences in their reasons to travel. Briefly, the relevant department has paid little
attention to the migration issues including data, particularly for the labour migration to the
United Kingdom of Great Britain and Northern Ireland using Portuguese Passports. This has a
significant effect on a study of migration in Timor-Leste. For example, there are no figures on
the numbers of Timorese who have left the country as labour migrants. It is also difficult to con-
trol young Timorese who are employed with overseas companies and it is difficult to support
them when they face problems such as, smugglers, drugs, murders or other violations of their
rights in the host country. In related to this, | interviewed a Timorese diaspora who participated

in this study and he said:

We faced many problems here. Timorese gang fighting, murders, and unseen
sexual harassment. Many have not been captured and published in the news but

many have been published with the statement “Timorese people”. Even al-
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though we used Portuguese passport we are not Portuguese, our blood and our
heart is Timorese and we expect that the Timorese Government can look after

us here (interview, August 5, 2014).

He added that the government of Timor-Leste has only paid attention to the young Timorese who
are working overseas in South Korea and Australia but not to those who are now in Northern Ire-
land or the United Kingdom of Great Britain. He also suggested that the Government of Timor-
Leste should have a look at this issue because it is a national issue and added “If we are involved
in a crime the news will not mention “Portuguese people” but they will always refer to us as
“Timorese people”. In my observation, his opinion is factual, as in some cases in Northern Ire-
land or the United Kingdom of Great Britain the news always mentions immigrants from Timor-
Leste®®. These findings support the theory of the structural model, whichis more related to the
dependency theory, where the classification of poor countries creates a gap in the international
division of labour to serve as benefits of rich countries. While the origin countries have weak
systems of miniaturization to these youth, diasporas overseas it will be difficult to help these
youths in developing their rights as worker in host countries.

5.3.1Migration Sources and Processes to South Korea and Australia.

Whereas little attention is given to the migration process particularly to the United Kingdom of
Great Britain and Northern Ireland, the process oflabour migration to South Korea and Australia
has a clear systematic process. The procedures for labour migration movements are explained

below.

As noted in the dependency theory, the poor country will dependent on the rich country, South
Korea becomes one of the good examplesof adestination for labour migrants from Timor-Leste.
According to my interviews and observational data, the recruitment of labour migrants, which is
facilitated by the government of Timor-Leste, is systematic and well managed. The following-
figures is the sequence of the migration recruitment process to South Korea.

*Immigrant from Timor-Leste in UK & Northern Ireland news check the following link.
http://www.thequardian.com/uk/2011/jul/16/east-timor-immigrants-fled-northern-ireland-violence,
http://www.stepni.org/news.asp?newsid=35,http://www.belfasttelegraph.co.uk/debateni/blogs/hardworking-
respectful-and-warm-we-could-learn-from-our-timorese-quests-30377313.html,
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Figure 5. Labour migration processes to South Korea.
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Source: SEPFOPE, 2014

I interviewed the director of the Employment Program from SEPFOPE, Mr. Paul Alves, he ex-
plained that the recruitment process to South Korea and Australia are governed by the official
government to government agreement (G to G). In relation to labour migration to South Korea he
said that:

The government of Timor-Leste has signed a memorandum of understanding
with the South Korean government in relation to their program called the em-
ployment permit system. This program started in 2008 and our department had
given training to 800 Timorese youth but only 500 have been selected to work
in South Korea. The process of our recruitment is that these candidates attend
the Korean language training that we provide for effectively 6 months. After
sitting and passing, the test we send their names to the Korean system we
called CCBA®. Once they approve they send us the contract and we call the
selected candidates to sign the contract. The medical examination and we pro-
vide them pre departure training and at the end we send them to South Korea
based on the quota from the company in South Korea in the Fisheries, Agricul-

ture and Industry Sectors (Paulo Alves, Interview 15 July 2014).

CCBA abbreviation of Certification of Competency in Business Analysis.
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He continued and explained that the government has focused on labour migrants sent by it in
terms of the worker’s protection. He added that to control and look after these workers in South
Korea, SEPFOPE has one Attaché and an assistant attaché in the host country. The above details
the processes and the policies of the recruitment system to South Korea and shows that this is
well managed. It also shows that the government of South Korea plays a significant role in sup-
porting the Timor-Leste Government though their Employment Permit System (EPS). The EPS
manages the recruitment of low-skilled foreign workers into small and medium firms in Korea
and its principles are responsive to the current situation in underdeveloped countries, which have
high unemployment among low skilled workers. There are 4 key principles in this system. They

are:

e Complementary — a focus to transfer low skilled labour into small and medium sized in-
dustries in the host country

e Transparency — this prevents corruption and possible nepotism in the recruitment process

e Temporary migration — this encourages the temporary workers to return home at the end
of their contracts and,

e Discrimination - which ensures foreign workers receive four social/labour-protection-
related insurances during their employment and a lump-sum pension pay out at the termi-

nation of their employment (Yi, 2013).

These principles not only apply to Timor-Leste but also to other less developed countries, which
have a bilateral agreement with the South Korea Government.

As seen above, in my observation the system is well documented in terms of recruitment, dis-
crimination, and safety. However, it is limited in scope and other areas of importance are omitted
by both governments. The government of South Korea, through its HRD, recruits’ workers by
examining only their health and language skills. They do not investigate the skills or physical
fitness nor does the Government of Timor-Leste, through SEPFOPE. For example, the ability to

swim and understand the language of fishing is not checked.
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Despite the agreement between the Timor-Leste and South Korean Governments, including the
protection of workers in the EPS, there are many illegal Timorese workers in South Korea. Re-
cently, a local newspaper in Timor-Leste reported that there are many illegal Timorese workers
in South Korea because they are not working under the conditions they were contracted at the
time they departed from Timor-Leste (Suara Timor Lorosae, 2014). This has occurred because
the EPS lacks control over the firms, which recruit the workers and the attaché of the Timor-
Leste Government who is responsible for looking after the labour migrants, does not have con-
trol of, nor up-to-date information, on these workers once they settle in South Korea.A similar
process of agreement between the Australian and Timor-Leste governments known as “The

Work Ready Pool System™ " is presented in figure 6 below:

Figure 6. Labour migration processes to Australia.
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Source: SEPFOPE, 2014
The flow chart shows the process of "The Work Ready Pool System" for short work contracts

from 3 to 6 months in Australia. It is also noted that little attention is given to training. Although
this information is obtained from the Department of SEPFOPE Employment Program, this insti-
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tutions staff informed me that this program is specifically for members of Pacific countries,
which is known as the Pacific Seasonal Work Program. However, the Timor-Leste’s Govern-
ment approach was to apply the same programs South Korea’s overseas employment program to
the Australian Program.Consideringthe bilateral relations with Timor-Leste, the government of
Australia considered this requested and changed the name of this program in 2012. It became the

seasonal work program and included Timor-Leste.

We signed a memorandum of understanding with the government of Australia
in 2011 and in the first contract we have been offered 30 people to follow the
training in the hospitality sector however we only sent 12 people because of
their lack of English language as it is the main language of communication (In-
terview, 17"June 2014).

In my observations, the labour migration program, which is approved by the Australian govern-
ment, is effective as it gives many employment opportunities to Timorese youth. However, the
numbers are limited as are training opportunities. Moreover, there are also a lack of government
programs to provide free English courses to all the candidates compared to the Korean language

courses provided to those who apply to the South Korea workers program.

5.3.2 The Process of Labour Migration to United Kingdom of Great Britain and Northern Ireland
via Portugal.

In general, the process of labour migration to Northern Ireland and England is different from that
to South Korea and Australia. The Timorese migration to South Korea and Australia is managed,
fully supported and facilitated by the governments. However, the Timorese labour migrants, who
aim to go to England and Northern Ireland, have to be privately supported by their family,
friends and relatives. In accordance to this, I interviewed one of the diaspora via Skype who is

currently is in United Kingdom of Great Britain as follow:

| am here almost 10 years. | was travelling from Timor-Leste with travel
documents to Lisbon with all the documents required such as my birth certifi-

cate and the marriage certificate of my parents to process the citizenship of
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Portugal. After one week, | got my Portugal passport and arranged the flight to
come here to the United Kingdom of Great Britain (Interview, 15"June 2014).

The differences in the processes of travelling to Northern Ireland and England are not only fund-
ing support, but they also take extra time to arrange the necessary documentation. As previously
discussed, the Portuguese constitution recognizesTimor-Leste as a previously administrative ter-
ritory, which gives Timorese people the right to apply for citizenship. This has resulted in a sig-
nificant increase of Timorese labour migrants to Northern Ireland and England using their Euro-
pean Union citizenship.The processes required when travelling to England and Northern Ireland

from Timor-Leste are described in figure 7 below:

Figure 7. The process of Timorese people travelling to United Kingdom of Great Britain

and Northern Ireland.
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Source: Brigida Soares, 2014
This process can be linked to the theory of system and network theory Douglas S. Massey et al
(1993), figure 7,Illustrates the processes the Timorese labour migrants must follow to gain access
to countries in Europe. Once citizenship has been gained friends and family gather to discuss the
second step - the funding needed. This study found this to be a unique process as it also involves
community organizations and a high cultural commitment for the person seeking support. For
example, in the village of Ira Ara, the community has a committee which has created an effective
system to fund and support prospective migrants. These include, money to arrange for the docu-
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ments, the purchase of the air ticket, accommodation and assistance until the person finds a job.
In return, the migrant will refund the monies and act as a supporter, within the same process, for
another from the village who wishes to migrate to England or Northern Ireland. Further, inter-
views with people, from this village, established the fact that this process has been in train since
1999 and 200 households from the area have settled in Oxford, England. The final step is acti-
vated once the person arrives in England or Northern Ireland. Again this is organized by the
committee at home which arranges for the new migrant to make contact with those already living
and working in the destination country. For example, in Northern Ireland, many Timorese are
working in low skilled jobs in Moy Park, a chicken factory, and a position is arranged for the
new comer. Jobs are readily available in this factory for Timorese labour migrants as they have
an excellent reputation for being disciplined, hardworking and work well with people from other
countries working in the factory (Neiil, 2014)

The process of arranging all the citizenship documents varies between 1-3 months in Portugal
but approximately 1-3 years in Timor-Leste via the Portuguese Embassy. The reason for this dif-
ference is the system between the two countries. Therefore, it is more efficient and less costly for
prospective migrants to travel to Portugal and arrange their citizenship there. However, the data
related to the numbers of Timorese people who migrated to the United Kingdom of Great Britain
and Northern Ireland are not accurately recorded in the immigration data base of Timor-Leste.
The immigration officers said:

We have a system we call Border Management System (BMS). This system
records all the information on people movements however, this system cannot
detect the last destination of people. We only have the records of arrival and
departure. We check their travel documents such as passports, visas etc. to see
if they are valid (Interview 25"June 2014).

My observation is that the system may be effective to protect the security of the country for the
purpose of controlling and recording the movement of people. However, to fulfil other purposes
such as the compilation of data by the Department of Statistics on the numbers of Timorese emi-

grants the system is lacking.
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5.4 Process of Remittance and Policy in Local Context.
The Bank Payment Authority (BPA) is the central bank of Timor-Leste. The functions of this
central bank are described in the law no. 5/2011, which says that the BPA is the central bank,
which conducts the monetary policy with the objective of maintaining price stability necessary
for the growth and economic development of the country. In addition, the BPA is given the
power to regulate and control the currency and financial market and license and supervise the
financial institutions established in the country (The Central Bank of Timor Leste, 2011). A BPA

officer said that:

With the function that we have, we have also set up a policy on the remittance
services in the country (Interview 20™June 2014).

He further stated that, there are four commercial banks operating in Timor-Leste, three of these

are identified as international banks and one as the Domestic Commercial Bank in Timor-Leste.

The three international banks trading in Timor-Leste are the Australia and New Zealand Bank
(ANZ); the CaixaGeral do Deposito (CGD) or Banku National do Ultramarino (BNU) from Por-
tugal and the Bank Mandiri from Indonesia. The domestic Commercial Bankis the Banku Na-
tional de Comercio de Timor-Leste that is well known as the Central Bank of Timor-Leste and
the Bank of Payment Authority (BPA). The official from the BPA mentioned that:

The banks are the super sale banks or power banks in Timor-Leste and they are
the ones, which provide the remittance services. However, the other commer-
cial banks also the have opportunity to provide this service because we provide
a guideline for the MTOs licence (Interview, 20™June 2014).

Through a study of the BPA’s documents, I found one, which sets out the guidelines of the
Money Transfer Operators (MTOs). This states that “The Guidelines shall apply to persons or
business entitles providing Remittance Services in Timor-Leste including agents of a MTO, their

Administrators and Principal Shareholders” (Central Bank Timor-Leste, 2014). In my observa-
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tion of this document, | found it provided a good resource, for the Timor-Leste households of the
diaspora, to use when receiving remittances. Even though it contains valuable information, I con-
sider some of it complicated, in particular, the process to facilitate the transfer of remittances, the
cost of administration and the process time. These services need to be reviewed and made more
efficient. The Banks and other organizations, which provide remittance services, are discussed

below.

5.4.1 Remittance Process in the Commercial Bank and Business
According to the result of the interview, | provide the channels used most by the diaspora and
their families in Timor-Leste.
Table 4
Numbers of Labour migrants, their families and the channels used to send and receive

remittances.

Channel used in receiving money at Timor-Leste
Banku National =~ Mandiri N/A  Western Grand

Ultramarino Bank Union Total
/BNU
Total of Diaspora 1 0 1 8 10
Northern Ireland 0 0 7 7
South Korea 1 0 0 1
United Kingdom of Great Britain 0 0 1 1 2
Total of Rural 5 1 4 10
South Korea 5 1 0 0 6
United Kingdom of Great Britain 0 0 0 4 5
Total of Urban 5 1 4 10
South Korea 5 0 0 0 5
United Kingdom of Great Britain 0 1 0 4 5
Grand Total 11 2 1 16 30

Source: Brigida Soares, 2014

This data | collected, provided information about the numbers of channels that provide a remit-

tance service with the numbers of people using these services. From the data | found that West-
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ern Union is the preferred channel used by these participants, with 53%using this service. The
second preference is the commercial bank BankuNacionalUltramarino, and the third is the Bank
Mandiri. The last preference is to send money by a friend. In regards to this, | interviewed par-
ticipants from the diaspora and from urban and rural areas and used their quotes to explain why
they chose these channels and what the advantages and disadvantages of the remittance services

in Timor-Leste are.

Table 4, shows that of the 30 participant migrants, from various areas in Timor-Leste, sixteen
uses Western Union as the channel to send money home to their families. According to those in-
terviewed, there are different reasons why remitters use Western Union. For instance, one of the

diaspora said:

I don’t know any channels that can be used to send money from here to Timor-
Leste. When 1 arrived here, last time my friend told me to use Western Union
so until now | often send money home using Western Union (Interview
26™June 2014).

Others, from rural areas, offered their reasons for using Western Union.From this statement |
have concluded that the lack of information become one of the big problems faced by many di-
asporas who are working overseas, especially the labour migrants to the United Kingdom of

Great Britain and Northern Ireland. Interviewees gave different opinions from rural areas:

My brother is in the United Kingdom of Great Britain. He often sends money
through Western Union to my parents and because we are here in Suai, he al-
ways calls one of my nephews, who studies in Dili, to take it and bring it here
(Interview 8MAugust 2014).

Another interviewee from an urban area said:

My husband always sends money through Western Union. | like to use West-

ern Union because it is not complicated. For example, he sends me money to-
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day I can go and pick it up on the today after. The problem we have is to make
sure that the receivers’ and senders’ names are spelt correctly (Interview
25MJune 2014).

From the interviews with the officer from BPA, a migrant and the wife of a migrant, who lives in
Timor-Leste, | observed the many difficulties faced by both receivers and senders. The senders
do not know how to find the best channel, which costs less and is efficient. This is due to the lack
of information about the different MTOs and Commercial Banks, which may offer good prices.
However, the receivers face lots of challenges such as the distances between the MTOs and their
homes. This adds further costs as it may incur extra costs to get the money, which includes travel
and accommodation because they may have to stay one or two days before they are able to gain
access to the money. For example, Western Union is located in Dili and the district of Baucau,

which is some distance from many remittance receivers.

5.4.2 Remittance Services in Non-Banking Institutions.

The second channel, which services a significant number of remittances, is the Banku National
Ultramarino (BNU). About ten of the 30 participants, most of whom are labour migrants who
work in South Korea, use BNU to transfer money to their families. The reason they often use the
BNU is because they have accounts there and can get loans so they get cheaper rates. As ex-
plained by one of the government officers from the SEPFOPE “When youth apply to work in
South Korea and have passed the test we often ask them, if they have money to buy a ticket and
pay insurance and other costs. They often reply either that they have paid themselves or they
need government help. Most need government help so we facilitate them to get a loan from BNU

for the air ticket, insurance and others costs”. He continued saying:

The amount needed is about US$2,000. When they send money home to their
families it will be easier and cheaper because they often share an account with

their families like wife/husband and parents” (Interview 15™July 2014).

One of the rural participants said “My brother sends money using BNU and now, as you see, we

are building a house”. “(Interview 8"August 2014), He also has an agreement with the shop
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down the road about the materials we need, when we call him to inform him that we have run out
of materials for the construction of the house he will call the boss of the shop to provide us the
materials and I know that he also pays for all the materials through BNU to the shop “(Interview
8"August 2014). My conclusion, gleaned from observation of these cases, is that the govern-
ment has to provide more options and explain more details to the labour migrants under their
program. These includes, sending remittances efficiently and cost effectively, managing them

and the advantages of opening accounts with the MTOs.

This research found that one migrant did not use a formal channel to send money. He used fam-
ily members or friends, who are travelling back to visit their families or to holiday in Timor-
Leste. This rural participant said, “No I don’t use any of the agencies like my other friends. It
was expensive so | often send money twice a year through friends of my family who are going
back to Timor-Leste. | often send about US$2,000 to US$3,000. It is better via a friend or family
member than through agencies, which cost me money “(Interview 12" July 2014). In my view,
this is dangerous with regard to security as carrying cash creates two possibilities. This is the
possibility of it being stolen and the temptation to spend it. The rural participant proved this by
saying, “I lost US$1,500 I was taking home for my family, when I was in transit in Denpasar”
(Interview 12™ July 2014). While this migrant is able to use families and friends, despite some

disadvantages, to deliver his remittances others’ choices are restricted.

In general, many participants have no option but to use another channel inside the country to
send money back to their families. There are some commercial banks, which provide very cheap
remittance fees in Timor-Leste. One of these is the ANZ Bank, which has the lowest fees for re-
mittances if senders and receivers have accounts at the ANZ. This was clearly explained by one
of the ANZ officers as follows, “Yes we provide remittance services with very low fees. The fees
we charge to send money to Timor depends on the currency used to send the remittances. If they
send USDs, the transfer fee is US$12 and if they transfer money using other currencies the fee is
USD$10. These fees are applied to all the monies sent by the sender whether small or big
amounts” (Interview 24" June 2014). Lack of information and socialization from the commercial

banks, the Government and the MTOs results in many remitters and their family having no op-
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tions and only use one MTO despite high transfer fees. There are many ways the Government

can offer to encourage remitters to send money back. These are discussed in chapter eight.

5.5 Conclusion
To conclude, the processes and policies of the migration system in Timor-Leste and the destina-
tion countries have faced challenges even though governments support it. It is clearly indicated
that migration movements have become interesting programs for many developing countries. Be-
sides the benefit of investment in human capital through the vocational training programs, remit-
tances are another important source of income, which has a significant positive impact on the

development of labour migrants’ households, in particular, and the country in general.

Although there are positive impacts of migration and remittances to Timor-Leste there are weak-
nesses in the government of Timor-Leste in terms of recording data on emigrant numbers as the
Border Management System only records the valid travel documents and the numbers of people
moving in and out of the country. Further information, such as the final destination and purpose
of these people is unknown. Moreover, many Timorese travelling to European countries, using
Portuguese citizenship makes it more difficult to record the data. On the contrary, labour migra-
tion to South Korea and Australia is well managed and protected by the governments. For exam-
ple, they are insured to cover their safety and the numbers of these labour migrants are well re-
corded so their movements are easy to control. Therefore, the Immigration office and the SEP-
FOPE need to implement a system to record the movement of people so the government of
Timor-Leste has data about the numbers of migrants and their destinations. Although there is a
dearth of information about the people leaving the country the remittances they return is well

documented.

The policies and processes of the remittance services are well recorded. The remittance services’
policies are regulated by the BPA, which provides the guidelines and licenses to commercial
banks, and the MTOs. Despite these, the remittance services in Timor-Leste are quite competi-
tive. The four super sale banks provide remittance services as do the 3 big MTOs such as West-
ern Union and Money Gram that also provide these services. However, there is a lack of infor-

mation and socialization to the remitters and their families about the advantages and disadvan-
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tages of using these channels and as a consequence, the competitive remittance market is not ef-
fective in reducing the fees of the remittance services in Timor-Leste. The direct impact of re-

mittances on development will be discussed in the next chapters.
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CHAPTER VI. RESULT TWO: UNPRODUCTIVE REMITTANCES - CONSUMPTION,
PROPERTY INVESTMENT & TRADITIONAL EVENTS IN TIMOR-LESTE

6.1 Introduction
In chapter five | offered a broad explanation of the processes and policies of migration and remit-
tances which answer the three sub questions of this research. This chapter focuses on the impact
of these on the remittance recipient households and will answer question number four. How are
the remittances spent? How do the remittances effectively develop the economies of the families
and the community in general? The answers to these will support my stance that remittances to
Timor-Leste are not all used for the consumption of non-durable goods® but are also spent on
durable goods?’. The study also found that household participants used remittances for cultural
events such as funerals, dowries etc. Even though some argue that remittance consumption on
food, basic necessities and housing are considered unproductive. This study found that there are

some positive and productive impacts of these in local contexts.

6.2 Remittances and Household Consumption.

To seek an answer to the above question, it was necessary to understand the socio- economic
characteristics of the participant households in Timor-Leste. The most recent data suggests that
80% of households in Timor-Leste rely on agricultural activity as a major source of income. Al-
though this is the main source of income for many, the vast majority of agriculture activity is
small scale, self-sufficient or subsistence farms, which make only a slight contribution to local
communities as a consequence of very low harvests. Therefore, in relation to household income
there is very little, from this sector, to support householdconsumptionfor durable and basic non-
durable needs.Most of the participant householders in rural and urban areas, in this study, ex-
plained that it is very difficult to improve their incomes as farmers. This situation is one of the
reasons for them to send their members overseas to make more money to maintain their families’
economies. | interviewed Afonso Martins about his decision to send his son to work in the
United Kingdom of Great Britain. He replied as follows:

%Non-durable goods is refers to food and clothing
“"Durable goods refers to housing, land, transportation or other hard goods

82|Page



I don’t have a permanent job, I am only a farmer who cultivates corn and pea-
nuts every season. My wife and I don’t get much money out of every harvest
time. Therefore, | decided to send my son to the United Kingdom of Great
Britain to work and send money home to support the family economy (Inter-
view, 11" July 2014).

Lack of income and the composition of people in one household have a significant effect on the
consumption of durableand non-durable goods. As the theory of consumption proffers “con-
sumption can increase significantly when the economy does not offer full employment (Rischard
W. Kopcke, 2013). The more people who live in one house, with most unemployed, the need for
non-durable goods increases resulting in greater expenditure on consumption. Another partici-

pant | interviewed also mentioned this:

| have five children and 2 sisters who live here with my husband and me. We
do not have any jobs and our economic condition is very weak. Therefore, one
of my uncles who went to Northern Ireland a long time ago, supported my
husband to follow him so he can work like other people and send us money
(Interview, 11thJuly 2014).

Remittances from the Timorese diaspora have played a significant role on receiving households’
consumption. As a single source of income, for many of these households, the remittances have
been used mainly for the purchase of basic family necessities. This behaviour is linked to the
pessimistic point of view of Rampel and Lodbell (1978) which indicates that remittances are
mainly devoted to daily consumption needs. However, other families spend the remittances on
building new houses, purchasing a vehicle for family activities such as a motor bike, buying fur-
niture and other household equipment or buying land as a future investment. These are consid-
ered unproductive uses of remittances. The following section will describe the details of house-

hold consumption in these three categories.
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6.2.1 Remittances and Household Consumption on Unproductive, Non-Durable Purchases Goods

such as Food, Clothes and Household Equipment.

Remittances play a significant role in supporting recipient target families’ basic needs in rural
and urban areas of Timor-Leste. Almost 100% of household participants informed me that this
fund was spent on household consumption such as food, clothes and household equipment.
However, due to the regularity of receiving these payments, from family members overseas,
there is often excess for expenditure on durable goods such as building a new house, renovating
an old one or buying land. Figure 8 below, describes the expenditure on non-durable goods ac-

cording to the information gathered through the in-depth interviews in this study.

Figure 8. Percentages of household consumption on food, clothes and house equipment by

location.

Figure 8
Household consumption on non durable goods

M Diaspora HRural kd Urban

Source; Brigida Soares, 2014

Figure 8, shows that both urban and rural areas spend about the same percentage of remittances
on non-durable goods, followed by the diaspora participants.
The following quotes from participants from rural and urban areas describe how they use remit-

tance:
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The money I receive, | always spend some to buy food and clothes and some-
times | buy household equipment such as a TV, a refrigerator or other kitchen
tools. But our focus is to finish our house (Interview, urban areas, 20" July
2014).

We spent the remittances to build our house but I also spend some money to
buy daily food and other materials for the household. Firstly, I do not have a
job or other source of income to buy food, secondly as you see | have four kids
and there are also my two younger brothers who stay with us here. My husband
is now in Northern Ireland working to support our family here (Interview, rural
area, 8thAugust 2014).

In addition to this, 28% of the diaspora participants stated that the money they send home to their
families is first to support their families’ daily needs such as food, clothes for the kids and other
household equipment. However, to build a new house for the family is also a priority. This is

stated in the following quote by one of the diaspora participants:

I send money home to support my family. My parents have no permanent jobs
and they rely on agriculture products, which create insufficient funds to sup-
port the family for the whole year. Therefore, money | send home is to help
them buy food, clothes and housing equipment when they are needed. My first
priority is to renovate the family house and | will invest in another business
when | go back (Interview 6" July 2014).

The information above shows remittance funds are indeed used for consumption on basic house-
hold needs however, not all the money is for these. Other types of consumption include building
a new house. Adams’ (2006) study, found that a smaller share of the income of remittance-
recipient households is used for food and other non-durable goods and the larger share is for
housing, education and healthcare financing. Timor-Leste is a new country and its economy and

systems are still weak, vulnerable and dependent. The lack of job opportunities has resulted in
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many unemployed and therefore many households have no income. Besides this, there are no
social benefits’ program such as unemployment benefits, assistance for widows or for single par-
ents to support their children. Therefore, the remittances play a significant role in filling the gaps
to support daily necessities for households.

The first key point is the irregular or lack of permanent income for households. In Timor-Leste,
according to the data from the National Statistics, 3.6% of unemployment is caused by the scar-
city of industry in the country. This situation is one of the factors why people choose to migrate
overseas to look for jobs to support the economies of their families. This is further supported by
the theory of the new economy of labour migration (NELM) which states that "migration deci-
sions are a part of family strategies to raise income, obtain funds to invest in new activities and
insure against income and production risks and remittances consequently set in motion a devel-
opment dynamic by losing production and investment constraints faced by households in devel-
oping countries”. In conclusion, migration overseas for job purposes enhances the economies of
families at home in the short term and drives the circulation of income inside the country. The
second key point is that Timor-Leste has no government social programmes as discussed. There

is however, a public payment every year but this is limited to pensions.

6.2.2 Household Consumption on New Housing and Housing Equipment.

New house construction is a significant feature of unproductive consumption in this study as
most participants informed me that their remittance funds are spent on building a new house. As
illustrated in table 6.1 the highest numbers of new houses are built by urban participants using
their remittances. Table 6.1 also shows information from fourteen participants, seven from each
household, including the members of the diaspora of these families. From the total of thirty par-
ticipants six spent their remittance funds on other consumption, which does not include house
construction or the purchase of land. The complete data of new house construction and land pur-

chased by location can be seen in Figure 9.
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Figure 9.

Household consumption on new house construction and the purchase of land by location.
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Source; Brigida Soares, 2014.

From the data provided, the consumption behaviour of these urban and rural participants varies.
The first variation is the geographic location. In Timor-Leste the business centres are in the ur-
ban areas where many shops and businesses are located and this makes it easier for households to
purchase all the construction materials at lower costs. These also include cheaper transportation

and labour costs. This is supported by one of the urban participants who said:

I live in town, which is a good location for my family. When my son sends me
money it only takes 10 minutes from my place to collect the money from
Western Union. Now you see this house is complete because everything is
easy and cheap for us. If we want to buy materials, we just go to the shop and
their car is ready to deliver here free. If | want to buy a concrete block I call
them and they send it and | pay for it here. How easy things are now days (In-
terview 24™June 2014).

On the contrary, a number of participants from rural areas reported that it is expensive for people
to build a new house or buy land in their areas because of previous ownership complications dat-

ing back to the Indonesian occupation. A participant continued saying that the cost of transport is
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high,as he has to rent a truck to carry building materials to his village. The following quote ex-

plains the situation:

My village is far away from the district town. | have used the money sent by
my son to build a family house, but the construction is still not finished be-
cause everything is expensive from my village. | have to rent a car from Dili or
Baucau to bring the materials here and it costs a lot of money (Interview 23th
July 2014).

Another varying factor between families receiving remittances is the difference in jobs and in-
come of their overseas families as well as the amount of money they can send home. For exam-
ple, some of the overseas families earn from 250 pounds to 300 pounds a week if they work
overtime (Interview 11 July 2014). Another diaspora participant mentioned that he made around
1200 pounds every month, which is equivalent to USD 1800 per month (Interview 24 June
2014). These incomes are more than those of public servants in Timor-Leste and therefore a fam-
ily receiving money from overseas is able to build a new house. Some migrants send money

home with this as the priority objective as mentioned by one of the participants:

My first priority as head of the family is to build a proper house to accommo-
date my family, | have many kids and | want them to have their own rooms,
besides they are gown up now, therefore my wife and I set our priority to build

a new house rather than spend on other consumption (Interview 12 July 2014).

The final factor influencing the migrants to send money home is their willingness to do so. Altru-

ism and obligations are often the reasons for this as illustrated in the following quote:

I am the older son. My parents do not have jobs, which have permanent in-
comes. They are both agriculture workers but we have no agriculture products
we can rely on all year. As a first son | have the responsibility to support my
parents and look after my younger brother and sisters, therefore | need to send

them money regularly to support the family (Interview 14 June 2014).
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Apart from these differences, this study found that many of the participants spend remittances on
not onlyfood, clothes and other non-durable goods but most send money, to build or renovate a
house or buy land as an investment for the future. This is similar to studies in other countries. For
example, a case study of remittances and housing in Nigeria, found that older migrants and those
with higher incomes are more likely to invest in housing. If they receive more income by work-
ing overtime, which often increases their wages by 10%, investing in housing can improve their
investment by 3%. From the standpoint of migrants, this remittance expenditure on housing
represents an important form of local investment (Osili, 2006). Following is the sequence of how

household consumption can produce multiplying effects in the local markets.

Figure 10. Flowchart of How Household Consumption on New Housing Affects the Local
Markets in Timor-Leste.
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Source: Brigida Soares

The chart above shows that household consumption on building a new or renovating an old

house or buying land for the family generally has the widest impact. Firstly, household consump-
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tion on new house construction or renovation will enhance the wellbeing of the family by having
a proper kitchen, an inside toilet and children are able to have their own rooms. Secondly, new
house construction sustains local businesses such as timber, concrete block businesses, collection
and delivery, by locals, of sand stone from nearby rivers, the production of ceramics and so on.
From the purchase of these materials locally, the remittances also bring a positive impact to local
markets. Thirdly, household spending on house construction or renovation develop and enhance
the skills of the temporary labour force, many of whom have unsuccessfully sought work in Dili,
the capital city. Therefore, working on construction in their home areas builds their skills while
being paid with money from the remittances. Lastly, house construction and renovation also in-
creases the income of those who have transport businesses and enables them to hire staff. In

general, this explanation relates to Magnusson’s (2010) ideas, which include:

Remittances allow households to purchase goods they would otherwise need to
produce which increases the market for even basic household goods and the
available labour supply, as individuals are able to focus on outside employ-

ment rather than household production (p 6).

Few people in Timor-Leste can afford to build a new house. Those who are public servants can
obtain bank loans, those agriculture workers who have regular incomes, business owners and
people who regularly receive remittances from their relatives working overseas. The following
picture shows a house built from remittance funds, which improved the householder’s living

conditions.
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Figure 11. A new house built in rural, Covalima, Timor-Leste, by a family who receive re-
mittances from overseas.

Photo by Brigida Soares, 2014

Figure 12.New house construction in Urban Oeccuse by a labour worker who returned
home in 2014.

Photo by Brigida Soares, 2014
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Figure 13.New House Construction, in a Rural Area, builtfrom Remittances Sent from a
Family Member in the United Kingdom of Great Britain.

Photo by Brigida Soares, 2014

These pictures of house construction prove that remittances, received by participants, in this
study, are not only spent on food, clothes and other housing equipment but also on building
houses. Urban and rural participants and members of the diaspora mentioned that the most im-
portant priority is to build a proper house to accommodate their families. After building a house,
the remittances can be used by the overseas family members to invest in productive businesses
when they return home as they know they will still have to sustain their families. The above also
creates the negative aspect of class inequality as consumption on building new houses highlights
differences between rich and poor and produces discrete classes in society.

6.3 Household Consumption on Other Expenses (Cultural Expenses & Others).
Cultural expenditure plays a significant role in rural areas. About fifty-four percent of the ten ru-
ral participants reported that they spend half of their remittance funds on cultural events. These
include funerals, traditional house building, weddings, birthdays, baptisms and other related
events. Thirty-eight percent of the ten-diaspora participants commented similarly. Whereas, only
eight percent of those who live in urban areas spend their remittances on cultural events. The

data collected on household consumption by district and location can be seen in figure 14 below.
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Figure 14. Household Consumption on Cultural Expenses by Districts and Location.
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Source: Brigida Soares 2014
Timor-Leste has a high number of cultural activities such as funerals, second funerals, weddings,
birthdays and baptism ceremonies. The above data, from this study, show that rural remittance
recipients in Timor-Leste spend more on these than those in other districts and locations. This is
supported by the World Bank (2013) which reported that 70% of the population of Timor-Leste
live in rural areas and have strong connections between communities, with the environment, his-
tory and cultural traditions. This connectedness was also reported by Molnar (2005) who stated
that connectedness makes families in rural areas believe cultural traditions are important events
to adhere to as they sustain the relationships between community, family and the environment.
Moreover, Timorese people share a common set of beliefs and values linked to a sense of be-
longing to a certain place, an ‘Uma Lulik’ (Sacred house). Therefore, the expenditure on tradi-
tional cultural events, often paid for by members of the diaspora, is important to people in rural

areas as mentioned by the following participant:

My sister sends us money to support building our traditional house (sacred
house) because we believe that our ancestors (Matebian) helped her to find the
way to go overseas and get a good job. Therefore, she sends money to support

this cultural traditional event (Interview 8" August 2014).
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As discussed earlier, most of the overseas families who come from rural areas have strong family
connections to cultural traditions. This is illustrated by 38% of the migrant participants who
commented that they sent more money home when events such as traditional cultural celebra-
tions were held in their families. One of these participants reported on this and stated:

I regularly send money home, however I will send more money when there is a
traditional cultural event held by my family specifically, “Lia-Mate” funeral of
relatives and “Lia-Moris” weddings, baptism, birthdays etc. I thank my “Mate-
bian” (family or relatives who died in the past) they show me the way and help
save my family and | have an obligation to support this cultural event when my

family asks for it (Interview 12™June 2014).

Figure 15.Traditional Event in A Rural Area of Timor-Leste.

Photo by Brigida Soares 2014
Figurel5 above, shows a traditional event in the countryside. There is fewer adherences to tradi-
tional cultural ceremonies in urban areas and so fewer are held in the towns. However, some
money is expended on cultural traditions such as weddings, funerals, baptisms, birthdays, etc.
Some people believe that celebrating cultural events is important because they bring them luck
and their ancestors help to protect them from bad luck. To conclude, expenditure on this type of
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consumption is categorized as an unproductive use of remittances because there is no return on
the money. However, these activities enhance the strong connections between community devel-

opment and the environment.

6.4 Conclusion
To conclude, this study found that consumption on food and household equipment has positive
impacts on local businesses such as agricultural food products, small shops (kios)? and transport
businesses within communities where households receive remittances. The other positive impact
of the remittance funds is that they contribute to filling gaps where there are no government pro-
grams. This is particularly relevant when a country has high unemployment and there are no so-
cial welfare programs like unemployment benefits and social welfare. The remittance funds fill
these gaps for many households. Moreover, new housing projects or renovating old houses and
investments in land and jewellery give temporary jobs for some and opportunities for learning
skills. For example, transport companies can hire more people to deliver construction materials

and construction companies hire people to make ceramics and other businesses.

Although remittances used in these areas offer only short-term opportunities they are significant
to new countries like Timor-Leste. On the other hand, this study also found that the most unpro-
ductive remittance funds’ expenditure is on traditional cultural events and these are one of the
significant negative uses of remittances. Further, it was also found that expenditure on traditional
cultural events is highest in the rural areas of Timor-Leste and they have no economic benefits to
the community in general and specifically to the households of the targeted participants in this
research. An in-depth exploration of the unproductive sectors was presented in this chapter. The

following chapter will discuss the investment of remittances in another productive sector.

%Kios is a small shop which sells groceries.
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CHAPTER VII. RESULT THREE:PRODUCTIVE REMITTANCES: HUMAN CAPITAL
INVESTMENT AND THESMALL-MEDIUM BUSINESS INVESTMENTIN TIMOR-
LESTE.

7.1 Introduction
The previous chapter shows how remittances are used for the consumption of durable and non-
durable goods. It concludes that remittances have a significant positive impact on household wel-
fare such as fulfilling basic household needs and being used for household’s emergencies. Al-
though unproductive remittances have also been identified, | have shown that they still have a
significant positive impact on many of migrant households in Timor-Leste. This chapter focuses
on the discussion of the productive uses of remittances such as human capital and investment in

small to medium businesses.

This chapter reports on the findings, which answer question; do migrant’s remittances contribute
to human development investment? Do remittances promote entrepreneurial activity and busi-
ness investment? It also supports the validity of my argument that remittances positively contrib-
ute to the development of Timor-Leste by showing two benefits in the productive sector. These
are the education and the economic and trade sectors. In the education sector, remittances en-
hance human capital by supporting students in primary and high school, university and voca-
tional training in computing and languages. In the economic and trade sectors, the remittances
also support students and have positive impacts on enhancing agriculture production in rural ar-
eas. They also enhance small and medium businesses such as grocery shops and transportation in

both rural and urban areas.

Within the New Economic Labour Migration theory, the decision of families to send their mem-
bers to work overseas is valid as a percentage of their remittances are invested in the productive
sectors. As stated, these funds support many children at school and provide the equipment neces-
sary for their education. Although studies have focused on school students none has explored
how remittances support youth who have the capacity to continue their studies at tertiary level.

This study offers an explanation of and information about how remittance funds support human
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capital investment. First, | provide an overview of the education and economic sectors in Timor-

Leste.

There has been a real change in the education and economy sectors since Timor-Leste achieved
independence in 2002. Enrolment rates of children in primary school to junior high school have
increased every year and the numbers of local businesses have increased significantly. Neverthe-
less, with these achievements have come new challenges and opportunities. These are illustrated
in the education sector where although formal education from primary school to senior high
school is free there are costs incurred, by parents, who are required to supply school materials

such as notebooks, pencils, or pens, school uniforms etc.

7.2 The Impact of Remittances on Investment in Human Capital.
There are many positive impacts of the investment of remittances in human capital investments.
In Timor-Leste’s case, this study provides examples of the positive impacts of remittances on the
development of human capital on different levels of educational programs as discussed above.
They also support school dropouts to migrate overseas to work and enhance their skills.

7.2.1 Remittance’s Investment Enhances Human Capital at University Level
My research found that, remittances from the Timorese diasporas contribute positively to the de-
velopment of human capital especially at tertiary level. The first finding in this section is that

remittances have supported many family members at tertiary level education.

Table 5. Household Information about The Number of People in Education, Supported by
a Remittance Fund.

Gran

Diaspora Rural Household Par- | Urban Household | d
Description Participant | ticipant Participant Total
Primary School 2 2
Junior High School 1 2 3
Senior High School 1 2 1 4
University Level 9 5 6 20
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Vocational Training (computer learning

program, language program etc.) 1 1

Grand Total 10 10 10 30

Source: Brigida Soares, 2014

According to table 5 above, 30 participants from households in urban and rural areas and mem-
bers of the diaspora support one or two of their family members to continue studying. Analysis
of the figures shows the investment of remittances on human capital is significant and continues
to university level. The information shows that 20 participants from urban, rural and members of
the emigrant put tertiary education as the priority. However, if we focus on the participants and
their specific locations, it is evident that members of the diaspora support the most significant
number of family members, about 9, to continue their studies at university. The second category
shows that urban people support 6 participants and 5 are supported from rural areas. Further
analysis of the numbers of migrants or labour migrants overseas revealed they consider a high
level education as important. The changes in social life, the environment and culture combined
with their overseas experience have given them a new perspective on life. This way of thinking
is linked to transnationalism?®, as posited by Joachim Schroeder (2009) “In the perspectives of
transnationalism, migration becomes a new key dimension into human existence, providing a
sociological diagnosis® of current social transformation”. The understanding of this sentence is
that members of the diaspora have a new perspective on life after living in a new culture. As a
result, they are positively changing their opinions on social, cultural, economics and education.
A tangible result of this is shown by the high numbers of migrants, in this study, who fully sup-

port their relatives to continue studying at university level.

Although the transnationalism aspect has changed migrants’ lenses of life, they are also con-
cerned about the dependence on remittances by their families at home. According to interviews
with these migrants, they regard their investment in human capital in their families as important
as it should reduce their family members’ reliance on remittances. The following quote is the

comment of one diaspora participant regarding this issue;

®Micro Process refers to internal process
30Sociological diagnosis is diagnosing of the individual which dealing with social questions, or problems, especially focusing on
cultural and environmental factors rather than on psychological or personal characteristic. (Dictionary.com)
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At that time, | was thinking that it is good for the people like me, who have not
had enough grades in school to continue study at the university level; I look for
a better job than what | have done and use the money to support my brother
who has the capacity to continue studying. The reason is that | cannot stand
forever to support my family with the temporary job that | had and | know that
one day | will come back to Timor-Leste. My brother who studied accountancy
in Indonesia finished his study last year and now he has a permanent job and
he helps me to run a loan business using the remittances that | have saved dur-

ing my work period in UK (Interview, 11" July 2014).

The second findings also demonstrate that support from remittances allow many participants to
continue their study in public and private universities inside the country. The number of young
Timorese who enter university is very high. Every year, about 1000-3000 student graduates from
senior high school all over the country want to continue their study at university. There is only
one public university in Timor-Leste, the National University of Timor-Leste (UNTL)®!. Others
are private accredited universities®? . However, there is a significant difference between public
and private universities in terms of the tuition fees. Compared to the private universities, UNTL
has the lowest tuition fees because it is funded by the government. Therefore, itis the preferred
university in the country. However, it can only accommodate 1000-2000 students each year. The
rest of the candidates, if they can afford it, go to a private university either inside or outside the

country, attend vocational training programs or look for job opportunities inside the country.

Table 6.Shows The Data from Households About Their Members Attending The Private
and Public Universities in Timor-Leste and Overseas.

Count of No Participants

%1The national University of Timor-Leste is well known as UniversidadeNacional de Timor Lorosa’e been legally created by the
decree-law n. 21/2006 of 22 November, The Organic of the Ministry of Education (MEC) as a teaching Academic Institution
Technical and higher whose purpose is human, cultural, scientific, ethical and technical coffering degrees. This public university
fully funded by the government of Timor-Leste which is every year has received the total of $ 14,446 thousand American dollar
( (Ministry of Finance, 2014)

32 The other accredited universities which recently get the licensing and initial accreditation in Timor-Lesteis the University of
Dili*2 and the Timor Larose’e Eastern University®? (Council Of Minister, 2013).
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Description Diaspora Rural Urban Grand Total
Timor-Leste 6 4 4 14
Private university 5 3 1 9
Public university 1 1 3 5
Indonesia 3 1 2 6
Private university 3 1 2 6
N/A 1 5 4 10
Grand Total 10 10 10 30

Source: Brigida Soares, 2014
According to the data from table 6, 9participants from the diaspora, from both urban and rural
areas, informed me that they have used remittance funds to support members of their family to
continue their study in a private university in Timor-Leste. Moreover, 5 participants’ remittances
have been used to support some of their families to continue study in the public university. From
a deep analysis of the remittances, it is evident that many are used to support family members to
continue studying. This is a significant contribution to the household as the tuition fees are ex-
pensive, in the private universities, but there is no other option as the competition for the public

university is high. The following quote explains the situation;

| have sent money to my two brothers in Dili, to pay their tuition fees, every
semester. Both of them had applied for UNTL but they failed and | saw that
they had a big interest to continue their study so | worked to help them con-
tinue their study in the private university. One of them will graduate next year.
| am so proud of his achievement (Interview 25"June 2014).

From this statement, a remittance fund effectively supports two youths, who were not successful
in the public university’s entrance assessments. Remittance funds also support members of other
families who do not have a permanent income and lack funding to support their members stud-
ding at the private universities, for-example, farmers. The following quote illustrates how remit-

tances play its role to fill the gaps:

[ am a farmer; I couldn’t make more money from the production of agriculture

that was produced every year. My oldest son is now in Northern Ireland and he
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is the one who is responsible to pay the tuition fees of his brother in the pri-
vate, UNPAZ (Interview, 8"July 2014).

Remittance funds not only support tuition fees, sometimes they are used to buy books, for photo-
copying, printing and living costs for the students. Following are quotes from two participants,

from the diaspora, which demonstrate the situation:

| have two kids, who are going to the university in Dili, one is studying at the
National University of Timor-Leste (UNTL) and another studies at the Univer-
sidade da Paz (UNPAZ)* | am the one who supports them with the money |
get here. I usually send the money to both of them separately every two months
to buy books, photocopy, and print and support their basic necessities as stu-
dents. Once a year | send money to my oldest son who studies at the private

university to pay the tuition fees (Interview 13"August 2014).

Another migrant commented similarly and also mentioned his remittances are also used to pay

for his sister’s transport.

| have also supported one of my sister’s study in the 0B in the department of
Accounting. Once a year | send her money for the tuition fees and every month
| send USD 100 to support the transportation, photocopy, printing etc. (Inter-
view 10" August, 2015).

The final finding in this section explores the use of remittances to fund support for household
members who study overseas. A noticeable fact is that Indonesia is the preferred destinations to
study.The reasons for this are the cultural familiarities and the ease of communicating in the lan-
guage. According to the data 5000 Timorese are in Indonesia studying at universities and techni-
cal colleges in Jakarta, (Yogyakarta and Bali (Bexley, 2011). From the data collected, in this

study, 6 householders informed me that they send their members to study in various universities

$UNPAZ is another private university in Timor-Leste, where
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in Indonesia. The following quote illustrates how remittance funds significantly contribute to the

numbers of household members who are currently studying in university overseas.

| have supported two of my nieces to continue their study in Yogya-
karta,Indonesia. | have worked very hard and pay for their tuition fees. I am
also responsible to provide their tickets and housing as well as accommoda-

¥ about Rp. 14 million every year. Now

tion, which is well known as “Kost
every month | regularly send 1 million rupiahs for their food and transporta-
tion. | do that because of my responsibility to the family. | believe that after
they graduate from the school they will get a good job and will continue to

support my child (Interview, 7"June 2014).

7.2.2 Remittance Funds Support the Children’s School Materials and Children’s Health to Stay
at School (Primary School to Senior High School)

According to table 6, numbers of householders informed me that the remittance funds are often
used to buy children’s materials such as school uniforms, books, pencils, shoes etc. According to
the data collected, there are 9 households which use remittance funds to buy school materials for

their children. Following is a quote to illustrate this:

| have used money that my husband sends to build this house and also to buy
our kids school materials and pay for the medicine if the children are sick (In-
terview 25" June 2014).

In my observation, even though, the school fees from primary school to the senior high school

are free® the school materials are the responsibility of the parents.

*'Kost refers to the room rented for student.
*The free schooling is refers to abolition of school fees which resulted an extraordinary progress where within the
two years period, the primary school enrolment rate had raised to 70%.
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7.2.3 Remittance Funds Support Youth in Vocational Training such as Language Training and
Computer Programming Training.

In some other cases, remittances are used not only to fund youths’ university study, but also to
enhance their skills in vocational training while they study at university. The following quote
proves that remittances have double uses - to invest in human capital, academic knowledge, as

well as skills. Following is the opinion of a household participant in Timor-Leste.

My husband sends money home every month. Beside | have to spend to build
this house, I also use some money to support my sister and my husband’s sister
to continue their English course and computer course. My husband and 1 told
them that, now we still build this house, once it is done, we would pay for you
both to continue study in University (Interview, 12™July 2014).

A similar opinion is offered by a participant who is currently working overseas

I have supported one of my brother’s sons since he started university until he
graduated last year from the private university (UNPAZ). During his period of
study in university, | also supported him to attended training courses such as
English language and computer training. | feel happy because now he has a job
as a PNTL member (Interview, 14™June 2014).

7.3 The Impact of Remittances on Business Investment
The answer to the question “do remittances promote business activity and business investment?”’
asked in this study will be explored here. The findings found there is a definite correlation. Ac-
cording to the data, collected five types of businesses exist because of support from remittances.
These are in: agriculture, public transport, construction, groceries and loans. Further, the data
showed that transport has the most businesses with 6 operating in both the rural and urban areas.
Next was the grocery business with 5 stores owned by families who receive remittances. Con-
struction companies were third with 3 companies and businesses in loans, agriculture, and sav-

ings comprised 1 each. 11 participants had not ventured into business.
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Table 7. Participant Information on Business Investment Using Remittances, 2014

iterm Participants
Business Description Diaspora Rural Urban Grand
Total
Transportation businesses 1 2 3 6
Groceries Businesses (Small & medium groceries shop) 1 3 1 5
Construction Company 2 1 3
Agriculture & Transportation Businesses. 1 1
Loan business, Groceries business & Transportation busi- L 1
ness
Saving 1 1
N/A 5 3 5 13
Grand Total 10 10 10 30

Source: Brigida Soares, 2014

Figure 7.3 shows that remittance funds are well spent on establishing different businesses in rural
and urban areas in Timor-Leste. These businesses are creating significant self-employment to
these households and in the wider view are creating job opportunities for others. Sheehan,
Riosmena (2013), who said that “business investment has a multiplier effect on the migrants,
their families, their hometowns and the country at large” (p. 11), supports this argument. The fol-
lowing section presents a detailed explanation of the impact of remittances on the different busi-

ness categories, found in this research.

7.3.1 Remittance Fund Support Transportation Business Both in Rural and Urban Areas.

According to figure 7.3 above, the public transport business is the primary business invested in
by members of the diaspora and their families. 7 households mentioned establishing business in
this sector. Through my observations, public transport was chosen as the source of income to re-
place the dependency on remittances from overseas. This business includes small buses®®, mikor-

lets®’, Taxis®®and dump trucks®®. These are used mostly for public transport by people to travel

%Small buses connect several of the main ccities like Baucau, Suai, Dili, Maliana and Los Palos. The buses are generally over-
crowded and poorly maintained.

Mikorlet refers to a Mini vans adapted for passenger travel are used extensively for getting around Timor-Leste. These vans are
called Mikrolets and charge very reasonable rates
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around town and from one district to another. Some participants expressed their reasons for

choosing public transport to invest in. One participant said:

My husband and | decided to buy a mini bus because transportation is impor-
tant to us as we plan to open grocery shops. Beside this we can carry passen-
gers every day and we can also use it sometimes when our shop needs to trans-
port our materials to sell and we often use it for private matters such as a holi-
day and we can use this transportation to go somewhere with family (Inter-
view, 14" August 2014).

From this statement, it is clear that the transport business provides a regular income because
many people travel and secondly, the vehicle can be used for other business requirements and

family outings.Another participant explained the following:

My brother works in South Korea and he bought a mikrolet. Now our car is

operating in Dili. He told us that with our minibus/mikrolet we can have a

daily income and will not ask him to send us money every month. He said that

he has to save some money, so when he comes back he will start a new and big

business (Interview 28"of August 2014).
It is clear, from the above, that establishing a new business can replace remittance funds as the
only incomes of the families and establishing a new business reduces the dependency on remit-
tances in the long run. This statement also shows that families can provide more opportunities for
their family members overseas to save more money for their future use. From the data, it is also
clear that the impact of remittances on transportation businesses gives more job opportunities to
other people in the town. For example, the 7 households which have public transport businesses

employ 14 people permanently as drivers and co drivers

®raxis are one of the best means of transport in Timor-Leste. Fares are not very steep and taxis are the best option for visiting a
few out of the way places
39Dump Truck usually hired to transport construction materials and other materials that cannot carry by Mikrolets or Small Bus.
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Figure 16.

A Mikrolet® is a public transport ve-

hicle, which can carry passengers

between districts. This is one of the

types of vehicles operated by many
| households in this research. It also
has other advantages including being
affordable and the maintenance is

very affordable.

Photo by Brigida Soares, 2014

Figure 17.
This truck is used to transport heavy mate-
rials and is preferred by Timorese house-
holders and their relatives overseas but they
are very expensive. However, they are of
high quality and therefore have a long

working life.

Photo by Brigida Soares, 2014

Figure 17. shows the significant impact of remittances on small to medium businesses. In Alba-
nia, Ermira (2010) found that households owning non-farm businesses prospered more than their
farming counterparts. 1 agree with Elmira’s statement as I found that those who were not in-
volved in agriculture prospered more than those in farming, 6 of the 30 participants, in different
locations in my study, informed me they had established grocery businesses with remittances and
they were going well. One participant, from an urban area, told me that her husband worked in
Northern Ireland for a few years and sent money back every month. She invested this in a small

shop and stated:

“*The price of one Mikrolet is usually under USD10.000
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When he sent money the first time | opened a small Kios. | sold groceries like
coffee, sugar, candles and other small things people usually need to buy. Since
then he has sent it every month and | have invested all the money into my
business and you can see how the small business is growing. (Joao Almeida,
Interview 14 of July 2014).

This statement reflects Osili (2007) who posited that the impact of remittance funds on the crea-
tion of businesses and/or investments made by families in the origin country are positive. This is
an example of migrant families creating businesses in a different sector to their original work,
based on opportunities in their home countries. Osili (2007) added to this topic, saying that these
activities potentially lead to employment opportunities for the younger generation at the commu-
nity level in general and for households in particular. In this study, self-employment creation is
one of the positive results of the impact of remittances. In the example above a woman told of
her experiences of building a grocery business with remittance funds. Grocery businesses are not
medium sized businesses which employ others as they are run by the owners but the remittances
have created the opportunities and have significantly increased the number of owner operated

businesses in Timor-Leste thereby providing better incomes for families.

Besides the improvement in income or an alternative income for owner-operated businesses an-
other advantages of these enterprises is less reliance on remittances. This is supported by Ang &
Opiniano (2013) who stated that the ownership of businesses and/ or investments could eventu-
ally serve as an alternative income for the families. | agree, as this study has shown that the nu-
merous successful grocery businesses has proven a diminished reliance on remittance funds from
relatives overseas and these recipient families will only ask for support when facing an emer-
gency situation such as an accident, a relative’s death or another emergency beyond their control.

Moreover, grocery businesses have been chosen by families as they are relatively easy to set-up.

My observations, in this research, indicates a preference for opening grocery shops over other
retail outlets. There are several reasons for this. Firstly, setting up a “kios” is not complicated in

Timor-Leste as most of the participants have their own residence and they use a front room for
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their businesses. Secondly, this type of situation is convenient for everyone especially for a
mother or wife or old people to manage the shop. Thirdly, it does not require travel away from
home to work and it brings in a regular daily income. It also requires little reliance on remit-
tances as they would be used to buy stock only. However, there are also challenges in managing
this kind of business. These include separating business and personal needs and in some cases,
the owner of the business at times, takes some of the stock for personal use. For example, when |
was visiting one of the business participants | was offered a coke and some biscuits from the
shelves. In my observation this attitude will not help businesses to grow. Therefore, business
management training is necessary and important. Additionally, credit is a problem faced by
many small businesses and can put shopkeepers into debt*’. This is caused by neighbours and
relations who often take goods saying they will pay later when they have the money. Moreover,
my data proves that groceries are the second category for businesses using remittance funds.

“IDebt in this case refers to the goods that take in advance and paid letter when the person has money.
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The picture below shows a successful participant outside her small-to-medium business made

possible by remittances.

Figure 18. A grocery shop
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Photo by Lirio da Fonseca, 2014

7.3.2 Remittance Funds Support for Medium Businesses in Timor-Leste.

A significant business which employs many permanent and temporary young people in the coun-
try is the construction company business*’. The aims of the National Strategic Plan of Timor-
Leste 2011-2030, are to: develop core infrastructure and human resources; strengthen the soci-
ety; encourage the growth of private sector jobs in strategic industry sectors; develop a broad
based agriculture sector; a thriving tourism industry and downstream industries in the oil and gas
sector (The Governemnt of Timor Leste, 2010). Related to this statement, the infrastructure sec-
tor is one of the areas to be implemented during this period. This will be advantageous to mem-
bers of the diaspora who have the initiative and capital to invest in construction businesses. This
case study found that there are 3 households among the 30 participant’ households who run con-
struction businesses and they have had a significant impact on the local economy.

“2Construction company business is the business or work on a building dwelling. In Timor-Leste, construction busi-
ness are one of the business needed as the country started to focus on infrastructure sector.
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Further aspects of the significance of “construction company businesses*>

that have employed
many permanent and temporary young people in the country are the government’s initiatives in
this area. According to the National Strategic Plan of Timor-Leste 2011-2030, it aims to develop
core infrastructure, human resources and the strength of the society, and to encourage the growth
of private sector jobs in strategic industry sectors-a-broad based on the agriculture sector, a thriv-
ing tourism industry and downstream industries in the oil and gas sector (The Governemnt of
Timor Leste, 2010). Related to this statement, the infrastructure sector is one of the plans that
were implemented during this period. It gives an advantage to diaspora who has the initiative
and capital to invest in construction. This case study found that there are 3 households among the
30 participants which run company businesses and they have had a significant impact on the lo-

cal economy.

In my observation, from 3 households running companies, one of them mentioned that when his
company were running government projects in different areas of infrastructure, he hired more

than 300 temporary workers. Following is the quote of his statement

Last year | got a project from our government | can tell that during I got pro-
ject from the government in the sector of infrastructure such as build a sewer
culvert, build a sport house and now | got one project to build a public garden.
I have given temporary job for more than 300 people. The current project, |
hired 100 temporary workers. (Interview, 27"June 2014).

He added “Since I start this business, I have hired permanent staff about 10 people. They are
working on in administration section, drivers, engineer and cleaner”. Analysing his statement,
remittance has a positive impact on reducing the numbers of unemployment in the country. Fol-

lowing are pictures of the current project.

*43Construction company business is the business or work on a building dwelling. In Timor-Leste, construction
business are one of the business needed as the country started to focus on infrastructure sector.
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Figure 19. A Recent Project, Using Remit-

tances& Workers on a recent project
Photo by Alvaro Silva, 2014

From my observations and the statement of this participant, it is clear that remittance funds play
a significant role to enhance local development and provide more job opportunities. They also
support self-employment in the country if the migrants and/or the householders have the initia-
tive to invest their money in productive sectors as above. However, starting a construction busi-
ness while others are working overseas might be a difficult decision to make. A fact noted by
(Opiniano, 2013) is that although migrants have made money overseas and send it home regu-
larly it is very difficult to make a decision to establish a business or a company. From this
statement, several factors regarding starting a construction company arise. The first is the capital
required and then there is the registration required by the government, which includes compli-
cated documents. Finally, a strategic approach is required to gain customers. This is supported by
Alvaro Costa (2014) who explained how difficult it is to influence family members to make a
decision to start a business. He suggests “It is better to start a new business when you finally de-
cide to return home”. He continues, commenting “it is really difficult to involve family on some-
thing as big as this while you are far away”. I observed that his argument is logical because most

of the remitter recipients | interviewed and observed argue that they understood the importance
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of establishing a business but that it is very difficult to start a big and risky business such as con-

struction while the owners are still working overseas.

7.3.3 Migrant Remittances Enhance Agricultural Production in Rural Areas.

The last significant business sector, which remittances enhance, is agriculture production. |
found in this research, that remittances enhance agriculture production in rural areas. There are
many studies which argue that remittances are spent only on basic needs including, education,
family health, housing and conspicuous consumption. For example, Durand & Massey, (1996);
Diaz, (1991). In addition, with regard to a case study on migration, remittances and agriculture
production, Jokisch (2002) found that migration has a negative impact on the agriculture sector
as it replaces agricultural activity, which had led to stagnation in agriculture innovation and pro-
duction. In a similar vein, Ferran and Pessar (1990) found that migration might lower agriculture
production if households substitute remittances for agricultural income. However, in my study,
the findings are contrary to the previous arguments. | have found that migrant remittances con-
tribute positively to the enhancement of agricultural production in rural areas in Timor-Leste as
IS seen in one case in rural Baucau where the family has used them to buy necessary agriculture

equipment.

A member of the family from Baucau told me they own paddy fields. She then told me about her
brother who is working in South Korea and that he sends remittances home every month but
when he found out these were wasted on consumables only he decided it would be better if they
were invested in a business. He therefore said his remittances should be used to buy agricultural

equipment for the paddy fields. The participant continued her story as follows:

We have many hectares of paddy fields which we manually sow and harvest
every year. Since my brother is working overseas, he sends us money and he
suggested we buy millers. Now my family can produce excess rice and sell it at
the market (Interview, 28™ August 2014).

This comment illustrates that the purchase of the miller with the remittance funds is having a

positive impact on the family’s rice production but it also means that the household has not re-

112 |Page



placed the income with the remittance fund but use it to enhance the productivity of agriculture
production.

Figure 21. The Participant Shows the Miller her Family Purchased Using Their Remittance
Fund.
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Photo by Brigida Soares, 2014

To sum up, the findings of this study contribute to the literature on the effects of remittances in
Timor-Leste. It also points out that establishing medium businesses is not easy because of inter-
nal and external factors. The internal factor includes the opinions of the migrant workers who
consider that business investment should be the ultimate result of their hard work and they
should own them but the investment also depends on the willingness and support of the house-
holders who manage the remittances. The external factor is that the environment of business op-

portunity in origin country, business network etc.

7.4 Conclusion
In conclusion, the big thesis question of what is the impact of remittances on Timor-Leste is an-
swered. Remittances indeed have a positive impact to the development of household economies
and household welfare. They also have significant positive impact on the development of the
country through the investment in human capital through the education sector and on investment
in small and medium business.
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This study also shows that remittances make a significant contribution to the enhancement of
human capital in Timor-Leste, through the remittances the migrant workers send home. 90 per-
cent of the participants used remittances to support their members to continue study at university
level, 100 percent of them used them to buy their children material for school and 10 percent of
participants acknowledged that thy support their members to attend vocational training course in
the country. This is significant and positive in enhancing human capital in the country. There
were only 30 participants involved in this study, if there are 16 thousand emigrants in the current
World Bank investigation how many people could be supported by remittances to continue their
study both formal and non-formal. Therefore, a future study needs to focus more on each impact

as | have described in this chapter.

Another significant contribution of remittances is their investment in small and medium busi-
nesses in the country. 17 participants of the 30 have started small and medium businesses. The
medium businesses in construction and transportation, as discussed, give more jobs to others
while other participants used their remittances to start small owner-operated businesses in shops

and agriculture.

In conclusion, although this study had only a small sample, of 30 participants the results indicate
a significant positive impact of remittances on Timor-Leste. Overall, 51 percent of participants
had used their remittances to invest in the productive sectors and 31 percent of them used it for
consumption of both durable goods, such as building and or renovating a house for the family
and non-durable goods, including food and other household necessities, which are categorized as
unproductive spending. This category should be seen as a negative impact of remittances, how-
ever because of the economic conditions of remitters’ families their welfare is enhanced by better
nutrition and improvements in their living conditions by building a new house or renovating a
family home and | argue that these demonstrate a positive impact on the remittance receivers in
Timor-Leste.

Although the findings of the impact of remittances, in this study in Timor-Leste, support my

supposition that they are positive more positive effects could be achieved by the government.
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These are accelerating policies to overcome the external and internal challenges, including; sup-
porting the remitters and their families by easing the transfer and collection of the remittances,

making it less complicated to set up businesses and finally to make attracting more remittances a
priority.
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CHAPTER VIII: SUMMARY, LIMITATIONS AND RECOMMENDATIONS.

8.1 Introduction
This chapter summarises the research finding, discusses the limitations and reflects on the rec-
ommendations of this study. The main question of this research is “what is the impact of the re-
mittances in Timor-Leste”? the aim of the study was to find how remittances funds support the
participant households at the country of origin and how they contribute to the local economy in

general.

This study aimed to explore and identify:

e The experiences of the diaspora with regards to the emigration processes and policies of
remittances at the country of origin.

e The experiences of the particular householders, in Timor-Leste, when they receive remit-
tances from their relatives overseas.

e The experiences of the participant’s householders in spending remittances funds in the
unproductive sector such as on durable and non-durable consumption.

e The experiences of the participant householders in spending remittances funds in produc-

tive sector including, human capital investment and business investment.

The research approach was qualitative which is explanatory- descriptive and contextual. Data

was collected through in-depth interviews, the review of government papers and observation.

8.2 Findings summary and inferences
The major findings, in this study, are the result of the impact of remittances in Timor-Leste. This
study provided three results of analysis. Specifically, the processes and policies of migration,
remittances in the local context, the result of the unproductive use of remittances with a focus on
consumption and the expenditure on housing. Further result includes, the result of the analysis of
the productive sector of human capital and business investment. These three main findings sup-
port my conclusions as follows: the processes and policies on emigration and remittances have
not been handled seriously by the government of Timor-Leste: the expenditure of unproductive

remittances has positive and negative impacts on the participant households in particular and in
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the community in general and the remittances have a positive impact on human capital and busi-

ness investment in Timor-Leste.

8.2.1 Processes and policies of migration and remittance services in local context.

The first finding is the processes and policies of emigration and remittances. This study found
that these have not been handled seriously by the government of Timor-Leste. The data collected
from government documents, in depth interviews with government officers and opinions and
statements from participant householders indicate that labour migration and remittances are not a
priority of the Timor-Leste Government. This is a concern because remittances bring in consid-
erable amounts of money and have positive results on participant households, and they also bring
wide benefits to the economies of local communities. In addition, the data showed that the gov-
ernment has little information about the labour migrants from Timor-Leste. In fact, it has no in-
formation about the migrants who work in the United Kingdom of Great Britain of Great Britain
of Great Britain and Northern Ireland. According to the interviews, this is because these people
have gained Portuguese citizenship and passports. Also, this study found that the income from
remittances is not included in the country’s annual GDP report nor is there any record of these in
the country’s statistics or in the Department of Finance which collects information about citi-
zens’ incomes from inside and outside the country. In addition, the lack of data on migrant la-
bour in relevant ministries and NGOs, who work specifically in this area, resulted in challenges
for me in this study of remittances and migration in Timor-Leste.

Apart from the processes and policies of migration, another significant finding concerned the
processes and the policies of remittance services in Timor-Leste. According to the data, these are
under the control of, and well regulated by the central Banks* of Timor-Leste. Although the
processes and policies of sending and receiving remittances are well documented in terms of the
delivery services, administration fees, the timing of sending and receiving remittances and trans-
ferring these to participant households, there is lack of information provided to the remittance
senders and receivers by the providers of these services. In particular, they are not informed

about the different options to transfer remittances, including different rates.

“The Central Bank of Timor-Leste: The Banku Nacional Comesrion Timor-Leste (BNCTL)/ Bank Payment Author-
ity (BPA)
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Also, this study found that the limited branches of these service providers, in the country, incur
extra costs in transport and accommaodation by the receivers. For example, many participants live
in urban and rural areas where there are no money transfer operators or commercial banks. In
addition, there is no programme from the Central Bank to inform the remitters and receivers
about a reduction in transfer fees when remittances are put into saving accounts in Timor-Leste
nor is there an initiative to induce competition, between the remittance service providers, to re-
duce transfer fees to attract more migrants to send money home. These are some suggestions for
the Timor-Leste Government. It needs to disseminate information to remittance receivers and

senders which would enable them to enhance their savings and invest in the productive sectors.

8.2.2 The impact of remittances on durable and non-durable consumption.

The second finding is that remittances used on consumption have both positive and negative im-
pacts on participant households in Timor-Leste. Almost all the participants informed me that
they use some of their remittance funds for the consumption of durable goods, including: build-
ing a house, buying land and also on non-durable goods such as food, clothing and other ser-
vices. Although recent studies argue that the consumption of durable goods and housing is an
unproductive use of remittances a noticeable fact, in my study, showed that investing in durable
goods like housing has a multiplying effect on the local economy, the village and the district
where most of the participant householders live. In these local contexts, where people live under
the poverty line, of approximately USD0.50/day remittance funds have become an important
source of income to small businesses such as small grocery shops, farms, building material
shops, transportation businesses and many others. Furthermore, this study found that building a
new house gave greater temporary job opportunities to the locals and builders around the district

mentioned. They also have a positive impact on local markets in the locations of this study.

On the other hand, this study further found that the expenditure of remittances on other uses such
as cultural activities is quite high. This is related to cultural beliefs which still hold and have a
strong influence on Timorese people, whether they currently reside overseas as labour migrants,
or live in Timor-Leste where the ceremonies are held. This spending might be categorised as un-

productive as it does not support recipient households’ or the local economy.
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8.2.3 The impact of remittances on human capital investment and business investment.

Lastly, the study found that remittances have a positive impact on human capital and business
investment. According to the data, a significant amount of remittance funds go to support, one
or more family members in university in Timor-Leste and in overseas tertiary institutions, in-
cluding Indonesian universities. The other significant support for the development of human
capital is the education of school children. Here, remittances complement education by the pur-
chase of education necessities such as books, school uniforms and shoes and for extracurricular
activities in public and private schools from primary to senior high school. Remittances also
support the vocational education of youth to enhance their skills in languages, including English
and computing. Although the numbers supported by remittances in these areas are small their
impact is significant and positive.

Moreover, this study also found that remittances positively and significantly impact on business
investment. According to the data, a noticeable fact collected, was that transportation business
have become one of the most prevalent businesses run by participant householders in Timor-
Leste. Following this are groceries shop which also create self-employment. Construction com-
panies are the next preference and the significant and positive impact of these is evident in the
job opportunities and skill building they offer the unemployment of Timor-Leste.

Lastly, the remittance funds positively impact on agricultural production and loan’ businesses. In
support of these, this study not only provided data collected through interviews but also included

photo evidence.

8.3 Contributions
Firstly, this study provides a broad description of migration and the processes and policies con-
cerning remittances from Timorese emigrants working in the United Kingdom of Great Britain
of Great Britain of Great Britain, Northern Ireland, South Korea and Australia. It also contributes
significant information which will be useful to the government of Timor-Leste, NGOs and local
and international organisations looking specifically at migration issues. Regarding this study
identified the strength and weakness of the processes and policies of migration and remittances

in Timor-Leste. In addition, it provides findings about how remittances impact both unproduc-
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tively and productively on receiving countries. This information will contribute significantly as a
base line for the government to develop effective policies. These will benefit the remittance re-
ceiving households in particular and if included in the country’s GDP will contribute to the de-

velopment of Timor-Leste.

Lastly, this study contributes to the literature of transnationalism and migration particularly the
impact of remittances in a new country like Timor-Leste. It is also providing an emphasis on the
migration processes and remittance policies which have a significant influence on the impact of
the flow of remittances into the country. Besides this, this study also brings together the literature
of findings from other countries and enriches the literature of transnationalism and development
from the positive and negative perspectives of the impact of remittance son recipient households

in developing countries.

8.4 Limitations
Although this study is well conducted and well-constructed, various limitations may exist. As
posited by Simon & Goes (2013) “Limitations are matters and occurrences that arise in the study

which are out of the researcher’s control.”

This study has limitations. These are as follows:

8.4.1 Sample Method and data collection

The snowball sampling method was chosen because it enables the possibility to include more
participants where no identifiable list or cluster exists. Further, there are no specific data about
the location of members of the diaspora and their families provided by the relevant ministries.
Therefore, the snowball sampling method is the appropriate one to cluster participants. However,
during the application of this method, in the local context of Timor-Leste it cost time because
many of the participant householders live in different districts and this affected the projected
timeline and the budget.
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8.4 2 The focus of the study
This study covered only the internal issues of migration and focused on the processes and poli-
cies of this and the use of the remittance found in Timor-Leste. It has not discussed or presented

the same issues in the host countries.

8.5 Recommendations
Future research should focus on each chapter of these findings as follows:

e Apply another sampling method which is more effective and efficient and use another
method designed to source secondary data on the impact of remittances on Timor-Leste’s
GDP.

e Look at the members of the diaspora, including; identifying their problems, policies con-
cerning their migration from Timor-Leste to their destination countries, their protection,
living conditions, social life and cultural exchanges. Also, within Timor-Leste, future re-
search might focus on one location only. For example, conduct the study in the rural and
urban areas of one specific district.
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