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Executive Summary

High-cost of securing employment
abroad is a barrier to cross-border
labour mobility for low-skilled
workers in developing countries.
Migration cost is distributed among
many stakeholders in the migration
value chain (VC). This paper utilises
VC framework to conceptualise the
migration process and cost for
low-skilled workers from Sri Lanka
(LKA) to Saudi Arabia (SAU), South
Korea (KOR), and Malaysia (MAS).
The study adopts a qualitative
methodology and collects data
through 23 Key Informant Interviews
(Klls) and three Focus Group
Discussions (FGDs) in Sri Lanka.

By mapping the VC to SAU, the study
identifies employers, recruitment
agents in SAU and LKA, Sri Lanka
Bureau of Foreign Employment
(SLBFE), sub-agents, and migrants
as the key players, while Saudi
Arabian Embassy in LKA, Sri Lankan
Embassy in SAU, financial
institutions, medical centers, Grama
Sevaka (GS?) officers, District
Officers (DOs) and migrants' family
are other players. The analysis of the
VC finds that migration to SAU is a
private-to-private recruitment
arrangement, and the total cost of
approximately USD 4,750 (LKR
500,000) is financed by the employer
in SAU and the migrants do not bear
any upfront cost. This cost consists of
incentives to migrant's family,
commissions to agents and sub-
agents, administrative and regulatory
fees to the SLBFE, and cost of
fulfilling the documentary
requirements/amassing credentials.
When lump sum payments to
migrant's family and sub-agent are
excluded, the subtotal is USD 902
(LKR 129,882), out of which 47%
goes as payments to the SLBFE.The
contract period of a housemaid in
SAU is generally two years, and they
receive a monthly salary of about
USD 243 (SAR 1,000).

*

In the SAU VC, when involved, the
most powerful player is the sub-
agent, who is an informal entity
operating at the grass root level to
mediate between the licensed agent
and the prospective migrant in LKA.
The sub-agent also assists the
potential migrant to navigate the
migration process. The bargaining
power of sub-agents allows them to
shop around different agencies and
demand higher commissions for his
services, while they are also
criticised for engaging in
malpractices leading to exploitative
and abusive situations of migrants.

Under the Employment Permit
System (EPS), the government-to-
government labour migration
arrangement between LKA and KOR
is a relatively streamlined process
with fewer key players, namely, HRD
(a public recruitment agency within
the Ministry of Employment and
Labour (MOEL) which supports
foreign workforce employment under
the EPS system), SLBFE, and
migrants. Other players include
immigration authorities in the two
countries, Korean Embassy in LKA,
financial institutions, medical centers,
language training instructors,
Criminal Investigation Division (CID),
lawyers, and migrant's family. The
more streamlined process
contributes to keep recruitment costs
low at approximately USD 1,389
(LKR 200,000). Here the entire
recruitment and migration cost is
borne by the migrant and 63% is
paid out to the SLBFE. However, due
to the involvement of Korean
language training requirements, the
wait time to migrate to KOR is longer
than that of SAU, while a work
contract to KOR is three years and
the monthly salary ranges from USD
694 - 868 (LKR 100,000-125,000).

Government official in charge of smallest administrative units in LKA.

Vi

The VC for the recruitment of low
skilled manufacturing workers to
MAS consists of key players such as
employers, recruitment agents in
LKA, KDN (Kementerian Dalam
Negeri) - the Ministry of Home Affairs
in MAS, SLBFE, and migrants.
Recruitment agents in LKA play a
significant mediation role between
employees and employers, and
have close links with the final
employers in MAS. Other players in
the VC include immigration
authorities in the two countries,
Malaysian Embassy and medical
centers in LKA. Unlike in the case of
the SAU VC, the involvement of
sub-agents in LKA and recruitment
agents in MAS is not extensive in the
recruitment process.

The migrant's cost of securing
employment in MAS is approximately
USD 1,041 (LKR 150,000). Moreover,
due to the agents' significant
involvement in the recruitment
process and its related preparatory
work, here the agent bears an
additional cost of nearly USD 3,472
(LKR 500,000) for ground work in
preparation for recruitment. Given
that these costs are applicable to
recruiting a batch of migrant workers,
the per migrant cost decline when
large numbers are migrants are
recruited through the given agent.
The contract period for a low-skilled
worker to MAS is generally three
years and the monthly wage is in the
range of USD 206- 275 (RM 900-RM
1,200).

To lower migration cost the study
suggests to replace upfront
incentives with higher remuneration
packages; combine functions
provided by different stakeholders;
decentralise SLFBE operations;
increase competition for medical
certification; and stagger the time
schedules of pre-departure training.
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Qi uuInd Cxeneulium Baoeriest

FBUTL Q6N STTemIoTS, Foyd
9Criwreinh@ CFveusnE
GROLWTUSHE TBEGLD STRSADID
urfss GasmflurelnE &LouwFusnE
BTHHHBD Geueningl STeVD SIFBLOTH
BoUUgIL&T, QBT QUUBSLD peiTm]
QUHLBIBM6TES CBTEILFHIL 65T LOTHTHSHF
FloUemDd g3.91.0Lm. 694 - 868 QLmemysmer

Uy BTeIlILBEGImeT. (BevmIens
eqpuTalsd 100,000 - 125,000).

o fluifse, Gevmensuled o eien

L ECFTUY (paeuTHEIS6T, BH.19.6T601
(sSTIOLflwer Heold BaF FTIUTS
UrdpdsgiaiubGoSadang) -
BAWTETNT 2 _6THTL L 6)IEIEOS6NT
IMEFSH, BevmEiensd QeuslBTL (B
Gouemeveuruiill Lemiwsd wmHmid
GYouwFusuFseT Gureim yHment
LUTSHTRISEN6T 2_6IT6NL (& EeTD6IT & em 6T
B AWTEIHETEN (HMMbSH HM6vTesEThL 68T
Falgwl ol FGaIIY QFTLFuTen GumMIDHF
FmRIdled 2 6oL &@GHngl. 2emAuiy wmHmiLd
OamflevsmenmHadenLulsd s (pabEuimest
F0ay uTSHTEHmES GomevmevlbLyflest

S FCFTUI (LHBHEUTHHBIFH6N
BumGsmersugiL e wGFwrals @mid

OB TLH60H 6T B(EmHS S L Guiuimest
OpmmEEL OaTLFilener Cuenilulmasdema.
Bramih BTEEsMS GReuwe)

P BTHB61, LELAW HTFHIUTTEOUILD LOMHMILD
BHT6UMDLLT LO(HSHSHIEU [B6D6VUIBIGS6IT
sTTLIIMENM 6Jem6IT! QFWIMLIH S ST H6NTH
QuuiodF gmIEeIuled o 66 badlueens.
Foydl oBriwrelesr Quuiods Fmsed
Gumevein), @eVEIMBUTD 2 LI (pBH6UTH6TT6s
FGUTG woHmid wBeAwmreler oy @&l
WPHUTHET UTHS DL FCFFLILY
Qewsipammenws QsTemigHLILIHm6V.
wBaAwTalsd T eurwiiGUTeTEHML
Qupmis CameTausnNE@ GLUWTauTeTy
RHAUBHDBG JNHGMmOW 20.9.60LT. 1,041
(Boomiens epuTaied 150,000)
QFeveundlemen. Genid, oyl FGFTLILF
QFWe(LENMUNED (LPSH6U]TSHHRIHEIEHT
(WaEWLDTET FHUTLIQE STTETLOTS6LD
LOHMILD DISDIL T QSHTLFLeML UL

L FGFTUIY GFwepenm Gt
OLTLOL CeUem6VEB6IT SITITEITLDT &H6LLD
(WpHUTHMEB6T BLOEVHHBLONS 6JMeEmMUl
M.91.0LT. 3,472 (@evmenas HUTaT6D
500,000) @ (PHEUTHEIB6T HTEISEH
Qamedlement. suPmIGILLL &FWILDTeg)
M OaTed emfugsmen o F8aILF
QFulsugiL a1 GFHTLILMLWSTES
STERILIL(HEUSIL 6T EULDBIGLILIL L
(PBUTHSIBT 261l TH DHH DieMeUTest
GeuWTe| 2amfuifsst op FCFTLILF
QFuiwin@GL Burgl @ HL(HESSTET

S &CFTIYS dywid efpFdlwenLujib.
wBAwralnsre Gmmbs HmeniL 6ot
Fnlguwi e OITHEHESTE OHTLH60
QUUBSLOTENZ QUTSHIOUTS (LpeTm)
QU(HLBIBMENS OBTNILFHIL T LOTHTHHF
FlOU6MD £3.91.0LT. 206 - 275 euenFujLd
G0 (SF61d 900 - o Ferd 1,2000).

Geuwes SuSms GoDSIIH
Qameoug OHTLTLN0 BHeH SpUleuTeg)
2wy Fwueml QurHuLer WwHOsTHLIL6E]
2aE5LILGSSMEv THPlLenoss Gouswt(hLd
STUIMILD, @HSH DpUIETEIG)
(we@meugiL 61 TImLL L DISSMD

ST (henjaefenmed eupmisLILBGESIM
OamAHUTHHM6T QHEISMBIILSNEGLD,
Bevmiens GeuemeveumuIill LewTulsg e
OamODUTHSMET LeI(LpELILBSSISDELD,
O(hSHSEIUF FTAMSLHEHSSTET GUTL 195
SFMMW HFSFINSDESWD LoHOILD
GROUWTISME (WaTemyTest LUIDE STev
ETELEMEVENW (HMMSHIH CBTETEUSHM(GHLD
Gy feHesimag).

*
Disclaimer: The Tamil Executive Summary is a translation of the original in English. In case of a discrepancy, the English original will prevail.
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1. Introduction

Employment is one of the main
reasons to migrate. Among the
251 million migrants in 2015,
which accounts for over 3% of
the world population, more than
half left their home countries for
employment' (World Bank, 2016;
and ILO, 2015a). In the case of Sri
Lanka (LKA), every year around
300,000 people leave for foreign
jobs, mostly having secured the
job while still being in LKA
(Central Bank of Sri Lanka
(CBSL), 2016).

High-costs associated with
securing employment abroad can
be a barrier to cross-border labour
mobility, especially for low-skilled
workers. Costs accrue to various
stakeholders involved in the
recruitment process, mainly to
the migrant worker and a lesser
extent to the other stakeholders
such as employers, recruitment
agents and the sending and
receiving governments. The cost
of migration is distributed across
many stakeholders across the
three phases of migration - pre-
migration, migration and post-
migration.

Costs of migration, however, do
not have clearly defined
components or a methodological
framework for conceptualisation.
The stakeholders involved and
their associated costs differ
based on nuances of migration
such as destination where the
migrant is heading, intended
occupation, as well as the

recruitment channel. A clear
understanding of who the
stakeholders are, their functions
and interrelationships will help
better understand the structure of
migration costs and thereby
identify policies and strategies to
reduce migration costs.

Against this backdrop, the
objective of this study is to
provide a methodological
framework for conceptualising a
more holistic migration process of
low-skilled workers from LKA, by
mapping a value chain (VC) of
labour migration costs. Such
mapping will help disaggregate
migration costs and identify
causes for migration costs - such
as inefficiency in administrative
procedures, market failures,
regulatory capture and other rent
seeking behaviours, and thereby
highlight policy, institutional and
regulatory settings that influence
migration costs. It would also help
to identify the distribution of the
cost and profit associated with
actors in the VC and highlight
leverage points in the chain and
possible opportunities for
reducing the cost of migration. As
such, this study focuses on two
elements of the VC analysis -
mapping of the VC for migration
cost for low-skilled workers and
analysis of the VC to identify
opportunities for lowering the
costs.

More specifically the study
attempts to answer the following
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research questions:

e Who are the actors? in the
migration process?

o What are their functions?

e How are migration costs

distributed along the VC?

e« How do these actors interact
with each other?

+ What changes in policies,
institutional and
infrastructural settings are
required to lower costs?

The scope of the study is limited
to three distinctive migration
streams from LKA to Saudi Arabia
(SAU), South Korea (KOR) and
Malaysia (MAS). These three
corridors are selected based on
their unique importance in the LKA
migration scenario. SAU is the
leading destination for low skilled
migrant workers from LKA and
recruitment to SAU from LKA is
governed by private-to-private
arrangements between recruitment
agents in the two countries. In
comparison, KOR is a leading non-
Middle Eastern destination of Sri
Lankan workers, where the entire
recruitment process is carried out
by governments (so called, a
government-to-government
approach involving bilateral
agreements) by-passing private
recruiters. The choice of MAS is
based on the growing opportunities
in that country for Sri Lankan
workers and the evolving
recruitment networks in the
corridor.

" It comprises all international migrants who are currently employed or seeking employment in their country of current usual residence.

2 In Global Value Chain (GVC) literature, the players in the VCs are referred to as 'Agents'. However, due to the involvement of
recruitment agents in this study, to minimise confusion "agent" terminology in value chains is replaced with "actors".
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For SAU, the scope of the study is
limited to female domestic workers
(FDW), because they account for
nearly half of Sri Lankan workers
heading for SAU (Table 1). For
MAS and KOR, the study focuses
on low-skilled workers in the
manufacturing sector given the
significance of these occupations
for Sri Lankan migrants workers in
these selected countries.

The paper is organised as follows.
Section 2 describes the country
context. Section 3 reviews the
relevant literature. Section 4
presents the VC methodology and
data. Sections 5-7 map the three
VCs and discuss actors, their
functions, the migration process
and interaction between the actors
along the VC. Section 8 provides a
comparison of migration costs in
the three VCs while Section 9
concludes with a discussion and
set of recommendations to reduce
migration costs.

Table 1
Selected Characteristics of Labour Migration from LKA - 2014

Total migrant departures

-Qatar

-Saudi Arabia
-Kuwait
-UAEE

-South Korea
-Malaysia

Departures by skills (% of total departures)

%

%

%

%

-Skilled
-Unskilled
-Housemaids
-Other

of unskilled departures to South Korea
of housemaids to Saudi Arabia
of females out of total departures

employed through licensed agents

Source: CBSL, 2015.

300,413

84,571
80,539
25,896
50,192
6,684
3,308

24.3
26.4
29.5
19.8

77
49
37

59
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2. Country Context - Labour Migration

Migration has been an age old
phenomenon - outflows of Sri
Lankans for employment in an
organised manner commenced in
the late 1970s with the introduction
of open economic policies. During
this time, the Middle East (ME)
region was the predominant
destination and migrants to ME
were concentrated in low skilled
occupations. To date, ME remains
as a key destination of low-skilled
Sri Lankan workers (MFEPW,
2008).

At the macro level, labour
migration from LKA supports the
economy by reducing
unemployment pressures and
providing remittances to bridge the
current account balance. In 2014,
remittances stood at over USD 7
billion, which accounted for nearly
10% of GDP. A majority of the
remittances flowed from the ME
(CBSL, 2014). Of total migrant
departures in 2014, 54% were low
skilled workers (which includes
unskilled and housemaids) while
more than half of departures
secured foreign employment
through licensed foreign
employment agents (Table 1).

Over the years the development of
the labour migration industry in
LKA has been complemented by
evolving policies, institutions, and
rules and regulations. During the
early 1970s, regulatory
arrangement for foreign
employment came under the
provisions of the 'Fee Charging
Employment Agency Act No.37 of
1956 and the Department of
Labour'. Unable to cope with
emerging trends in 1976, the
Department of Labour established
a separate 'Foreign Employment
Division' within its administrative
structure. The Foreign Employment
Division was the initial step in
public sector's involvement in the
overseas labour deployment,
followed by the establishment of
the Sri Lanka Bureau of Foreign
Employment (SLBFE) in 1985
under the Sri Lanka Bureau of
Foreign Employment Act No.21 of
1985.

The legal foundation laid down in
the Act of 1985 resulted in the
recruitment policies for the benefit
of all stakeholders associated with
the process. The recruitment fee
prescribed by the Act was a

uniform LKR 2,000 (USD 74 based
on exchange rate in 1985) per
recruit. The first amendment to the
Act made in 1994 introduced a fee
structure tied to the salary levels
of migrant workers. In 2009, the
foreign employment recruitment
policy was further changed to
grant legal authority to recruitment
agencies to charge the actual cost
of the recruitment in addition to the
payment of government levies
(ILO, 2013).

Until 2007, all aspects of foreign
employment of the SLBFE were
under the Ministry of Labour.
Thereafter, all responsibilities of
policy formulation, monitoring and
financing for foreign employment
were brought under the newly
established and separate Ministry
of Foreign Employment Promotion
and Welfare (MFEPW). Under the
guidance of the MFEPW, the first
National Labour Migration Policy
for Sri Lanka was drafted in 2008
(MFEPW, 2008). Currently, all
functions of labour migration are
vested under the Ministry of
Foreign Employment (MFE), the
successor to MFEPW.
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3. Literature Review

Currently, there is limited or no
literature on VC analysis of low
skilled migration and associated
costs. However, certain aspects of
migration cost incurred in the three
phases of migration (pre-migration,
in-service and post migration) are
covered in migration literature in a
fragmented manner. This review
focuses on literature relevant to
LKA, SAU, KOR and MAS.

According to the Institute of Policy
Studies of Sri Lanka (IPS, 2013)
migration cost in LKA is a function
of the type of overseas employer
company. The study shows that
there are six types® of employer
companies and they differ by how
various cost components such as
medical insurance, air ticket,
advertising cost, and commissions
to recruitment agents are shared
by the employer, company and
migrant workers. The study shows
that most migrate through
companies that cover free medical
insurance, air tickets, advertising
costs of agents and pay an
agency fee of USD 250-500, or
companies that only provide a free
air ticket and a small commission
to the LKA agent, while medical
insurance would have to be borne
by the migrant. These costs
identified in the study involve all
three phases of migration.

Focusing on the pre-migration
phase, Human Rights Watch

©

Sri Lanka.

(HRW, 2007) identifies that
prospective women migrants face
exorbitant costs due to
overcharging by the agents and
sub-agents for recruitment and
placement services. The report
revealed that the sub-agents were
more often guilty of inflating the
fees than the agency. Unlike the
licensed recruitment agencies,
sub-agents are unlicensed and
unregulated job brokers, operating
at the grass root level to scout
migrants. Many low-skilled
workers live in rural areas, while
the agencies are located in the city
which leads to many intermediate
costs especially to the sub-agents
who mediate between agents and
potential migrants (Martin, 2014).
HRW (2007) suggests that there
are around 580 registered agencies
in LKA with an estimated 10,000-
20,000 sub-agents operating
throughout the island. The same
study also notes that the sub-
agents have significant power in
the migration process and that 75-
80% of housemaids are hired via a
sub-agent. Moreover, their
familiarity, rapport and earned trust
from potential migrants allow them
to distort information without
suspicion and overcharge.

The mismatch between the official
and actual fees paid by the
prospective worker is a major
cause for concern. HRW (2007)
reports payments of USD 68-315

(LKR 7,500 to 35,000)* as
commissions to the agents or
sub-agents. However, as per the
Sri Lanka Bureau of Foreign
Employment Act, agents are
prohibited from charging a
commission apart from an amount
of USD 27-90 (LKR 3,000-10,000),
depending on the salary of a
migrant worker. Reportedly, 30% of
the agency fee goes towards the
Workers Welfare Fund, while 70%
goes to the agent or sub-agent for
finding the job (Crépeau, 2015).
Literature highlights that despite
the existence of regulations for
controlling the reported high cost
of migration by stipulating a
maximum chargeable amount as
recruitment cost from the migrant
worker, potential migrants are still
subject to exorbitant charges,
above these 'SLBFE approved
charges'. Agencies tend to ignore
these restrictions due to the
absence of any follow up action or
monitoring of application of SLBFE
approved fees on migrant workers
(ILO, 2013).

Ukwatte (2012) also notes that
the relatively low socioeconomic
status of migrant workers
makes financing foreign
employment a major problem, as
migration costs account for about
half the annual income of these
families before migration. The latter
study further notes that most
female migrants rely on informal

Type A: Companies provide free medical insurance, air ticket, the advertising cost and 10% commission to the recruiting agency in

Type B: Companies provide only the free air ticket and a small commission to the agent in Sri Lanka and other costs incurred such
as medical insurance have to be borne by the migrant.

Type C: Companies provide only the free air ticket and there is no commission.
Type D: Companies provide only the commission.
Type E: Companies provide nothing free of charge and no commission.

Type F: Companies provide no commission and nothing free of charge, and the recruiting agency in Sri Lanka has to pay a
commission to the employer company.

IS

Annual average exchange rate in 2007 was LKR 111=1 USD.



networks for job placement due to
the high cost of formal channels.
Crépeau (2015) notes migrants
borrow amounts ranging from USD
104-2,083 (LKR 15,000 to 300,000)
from banks and lenders, while
others rely on informal channels to
meet the heavy costs. Many resort
to mortgaging their lands, taking
personal loans or pawning their
jewelry to avoid borrowing from
banks, which are known to impose
strict conditions that migrants are
unable to commit to.

HRW (2007) highlights the
dangers of such pre-departure
debt and the associated risks
of borrowing. Migrants are known
to borrow from private lenders.
Certain bank loans require
collateral, which the migrant is
unable to provide. This leads to the
worker borrowing the collateral
from yet another party causing a
vicious cycle of debt. Hence,
defaulting on a loan would mean
that the migrant would face huge
financial liability with many
creditors to answer to.

Similar to the pre-migration phase,
during in-service phase also
migrants bear costs. The main
reason for costs incurred during
the migration phase is the
asymmetry of information between
the migrant and other
stakeholders. Migrants are rarely
notified of the exact nature of the
job and the working hours. Hence,
some migrants sign employment
contracts unaware of all conditions
stipulated in them (Crépeau, 2015).
In some instances, foreign jobs
are offered on the promise of
accommodation and food by the
employer, but their absence leads
to increasing in-service costs
incurred by migrants after their
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arrival in the destinations.

Another common reason that
contributes to in-service costs
borne by migrants is allocation of
monthly salary (often in the initial
six months) towards repaying their
pre-departure loans/advances
taken from the recruitment
agencies (Shaw, 2012). In some
cases, the employers try to pass
down their initial expenditure to the
worker by deducting it from their
salaries (Martin, 2014). Given that
these loans and their repayments
are often informal arrangements
with no supporting documentation,
migrants run the risk of not
possessing tangible records to
minimise vulnerability at the hands
of employer or agent. Several
migrants have claimed that the
employers have withheld part of
their pay, even after clearing the
debt, thereby recovering airfares
and other expenses which were
specified as employer liabilities in
the contract (Shaw, 2012).

However, in the case of ME, the
'kafala' system (sponsorship
system), requires the employer to
sponsor the worker's visa and bear
full economic and legal
responsibility for the worker during
the contract period. For domestic
workers, the system legally binds
the worker to the sponsor. While
the 'kafala' system has its
benefits, critics argue that it has
had many negative implications
that outweigh the positives. When
the worker is tied down to the
employer, she loses her bargaining
power, and becomes vulnerable to
abuse and exploitation
(Kalansuriya, 2013). Reported
complaints of the 'kafala' system
stems from employers' sense of
ownership of the migrant worker,

leading to deprivation of basic
rights, harassment, discrimination,
restricted access to health care,
confiscation of passports and non-
payment of salaries (Crépeau,
2015). Such nuances of forced
labour takes place despite the
existence of ILO's Force Labour
Convention 1930 (No. 29), which is
aimed at protecting workers from
similar situations. In such
instances, it is important to pursue
mechanisms to follow ILO
recommendations for preventing
such issues, protecting migrant
workers and providing remedies
such as compensation and access
to justice.

Similar to the 'kafala' system,
recruitment of low skilled workers
in KOR is governed by the
Employment Permit System (EPS)
introduced in 2004. This system is
built on government-to-
government bilateral agreements
between the government of South
Korea and the governments of
selected origin countries.® These
agreements stipulate that the
recruitment, selection and
placement of workers under the
scheme would be managed
entirely by government ministries
in charge of labour migration (or by
entities affiliated with the relevant
ministry) in the two countries (Kim,
2015; Open Working Group on
Labour Migration and Recruitment,
2015).

Kim (2015) highlights that one of
the main objectives of the EPS
system is to improve transparency
in the recruitment process and to
reduce recruitment cost. In this
connection, the "South Korean
government claims that under the
EPS, recruitment fees have been
regulated and reduced significantly

5 So far, KOR has signed MOUs with 15 origin countries under the framework of the EPS: Bangladesh, Cambodia, China, Indonesia,
Kyrgyzstan, Mongolia, Myanmar, Nepal, Pakistan, the Philippines, Sri Lanka, Thailand, Timor-Leste, Viet Nam and Uzbekistan (Open
Working Group on Labour Migration and Recruitment, n.d).



)\
A}_ Labour Economic Series No. 20

for migrant worker" (Open Working
Group on Labour Migration and
Recruitment, 2015, p. 5). However,
the same study highlights the
significant variation in the fees
incurred by workers based on local
market prices for the process in
countries of origin. For instance,
recruitment fee in LKA is USD
1,108 while the lowest and highest
are USD 551.80 and USD 1,739.70
in Philippines and Pakistan,
respectively. Similarly, the demand
for Korean jobs is far greater than
the quotas allocated under the
EPS. Hence, "once the EPS quota
has been met, those applicants
who are not selected are often
reluctant to pursue other
opportunities, as they have already
invested so much time and energy
in preparing to migrate specifically
to South Korea. Many of these
workers reportedly remain
unemployed with the intention of
reapplying for EPS placements
the following year" (Open Working
Group on Labour Migration and
Recruitment, 2015, p. 5).

In 2005, LKA became an approved
foreign worker source country in
MAS through a bilateral agreement
between the two governments for
jobs in the manufacturing,
construction, agriculture, plantation
and service sectors (GIZ and ILO,
2015). This opened up new avenues
for Sri Lankan workers.

Post 2005, foreign recruitment in
MAS was predominantly handled
by 'outsourced companies'. This
system brought all administrative
functions, including the payment of
salaries under the purview of the
outsource company. However, the
concept was heavily criticised,
resulting in new government
regulations allowing employers to
hire foreign workers through the
recruitment agents.

Outflow of migrants to MAS was
relatively low in the successive
years given the financial
constraints faced by the migrants
and employers. At that time,
recruitment charges by Sri Lankan
agents were in the range of USD
917-1,145 (RM 4,000-5,000) and
Malaysian agents charged
employers up to USD 2,291 (RM
10,000) per recruit. However, new
reforms such as raising the
minimum wage from USD 149 (RM
650) to USD 206 (RM 900), relaxing
the recruitment policy involving
outsourcing companies,
blacklisting employers and agents
charged with labour exploitation,
and better overall regulation have
had a significant impact on MAS's
migrant labour market, creating a
more conducive environment for
foreign workers.®

Foreign workers are better
integrated into the Malaysian labour
market when compared to the Gulf
nations due to the comparable
status of foreign and native
workers. In recent years, MAS has
become a popular destination
country in Asia with 18.2% (2.3
million) of the workforce in 2013
comprised of migrants. In addition,
an estimated 1 million
undocumented migrants worked in
MAS, increasing the share to
25.8% of the workforce in 2013
(GIZ and ILO, 2015).

The majority of migrant workers in
MAS are employed in low-skilled,
low-wage jobs. In 2013, low-skilled
workers accounted for 96.4% of all
documented migrant workers in the
country. MAS will continue to
employ low-skilled foreign workers
owing to the demand for such work
in key growth sectors such as the
agriculture, palm oil, rubber,
electrical and electronics industries
(GIZ and ILO, 2015).

8 All values are based on Key Informant Interviews conducted for this study.

Principle policy instruments used to
manage foreign labour in MAS are
work permits and foreign worker
levies. Migrants earning less than
USD 1,456 (RM 5,000) a month,
typically low-skilled and semi-
skilled workers, have to apply for a
work permit (visit pass) for
temporary employment. Work
permits are issued for a restricted
period of time, preventing
permanent settlement and ensuring
the temporary nature of low-skilled
labour intake (GIZ and ILO, 2015).
Currently, a work permit is valid for
one year and can be renewed
annually for a maximum of three
years (with the exception of
domestic maids who are granted
longer contract periods).

The payment of a levy for foreign
employment was initiated in 1992
to recover costs related to
managing the migrant workers and
to reduce the dependency of
employers on foreign workers. The
annual levy varies by sector and
skills. With the introduction of a
higher minimum wage, the payment
of the levy has been passed onto
workers via salary deductions (GIZ
and ILO, 2015).

GIZ and ILO (2015) identifiy the
need for awareness and promotion
of Malaysian job opportunities
given the large scope for low-skilled
workers in relatively better working
conditions compared to alternative
destination countries.

As seen in the foregone
discussion, existing literature
addresses migration cost in a
fragmented manner by focusing on
limited aspects of migration cost.
The current study addresses this
lacuna in literature by adopting a
VC methodology to provide a
comprehensive picture of
migration costs.



This study adopts a VC approach
which 'describes the full range of
activities which are required to
bring a product or service from
conception, through the different
phases of production, delivery to
final consumers' and beyond
(Kaplinksy & Morris, 2001, p.4). Of
the different approaches to a VC
analysis, this study uses Global
Value Chain (GVC) as it provides a
framework to examine inter-
relations between different agents.
Adoption of this framework for the
study will help to map out the VC
including the actors, their functions,
governance and institutions
concerned and the associated
costs at each stage of the
migration process. To date, GVC
analysis has been widely adopted
by researchers, industry and
development practitioners. Even
though there have been a
number of case studies on
manufacturing, high-technology,
agro-food commodities, services,
transport and logistics, there has
not been any VC analysis of
migration cycle or its associated
costs. Thus, this study will add to
this emerging field of literature on
GVCs.

The study adopts a qualitative
methodology, which includes Key
Informant Interviews (Klls), Focus
Group Discussions (FGDs), and
documentation - that is, a review of
published and unpublished material
on government policies and
regulations/institutions related to
low skilled migration from LKA to
SAU, KOR and MAS. Thus, the
study relies on both primary and
secondary sources. Primary data
collection was limited to LKA, and
Klls involved semi-structured face-
to-face interviews with key
informants across the VC, from
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4. Methodology and Data

migrant workers to recruitment
agents and the main institutions
(formal/informal) supporting the
migration process. These semi-
structured interviews were based
on the survey questionnaires
relevant to 'Cost of Migration'
surveys conducted by the World
Bank's Global Knowledge
Partnership on Migration and
Development (KNOMAD) -
Thematic Working Group on Low-
Skilled Labour Migration. Survey
questions were modified for the
purpose of a VC analysis in LKA.

Key informants from the chain
were initially identified purposefully
for interviews with the assistance
of industry experts. The informant
pool was thereafter expanded using
the 'snowballing technique'. Using
this technique, the research team
moved along the chain, and
obtained insights from informants
at different points in the chain.
Other VC studies have also utilised
this non- probability sampling
technique. The interviewees were
selected to capture a broad
variation in responses by adopting
a 'maximum variation sampling
methodology'. The point of entry to
the field work were interviews with
recruitment agents in LKA, as they
provide a vital link between agents/
employers abroad and migrant
workers in LKA. Thereafter, the
chain was traced back and forth
using the above techniques.

The study involved 23 Kiis in total
(Table 2). For SAU, a total of seven
interviews were conducted with
representatives of the SLBFE,
recruitment agents, and other
stakeholders like bank
representatives. For KOR, the nine
Klls included SLBFE
representatives, representative

from the EPS center in LKA, two
returnees and two representatives
from banks and financial
institutions. In the case of MAS, a
total of seven interviews were
conducted and respondents
included the SLBFE officials,
recruitment agents, returnees and
bank representatives.

In addition to one-on-one
interviews, primary data collection
also included three FGDs. The FGD
on SAU included seven women
aspiring to work as housemaids in
SAU for a period of two years. The
group consisted of both Sinhalese
and Tamil women from the districts
of Galle, Nuwara Eliya, Colombo,
and Ratnapura. The group also
included one returnee migrant from
SAU. At the time of interview they
were undergoing a 21 day training
programme at the SLBFE Training
Centre in Pannipitiya. The
discussion was aimed at identifying
the costs involved with each stage
of the process of migration to SAU.

One of the two focus group
discussions for KOR was
conducted with five potential
migrants, who were undergoing a
10-day training programme held at
the Athurugiriya training centre.
These FGD participants were all
males between the ages of 18-39.
Of the five respondents, two were
martied, and one had a son as well.
The potential migrants had secured
jobs in the manufacturing industry
(plastics, PVC manufacturing and
food production). All respondents
were first time migrants. The
second FGD consisted of one
female and six male potential
migrant workers in the
manufacturing sector in KOR. Their
contracted jobs included working in
steel, chemical and food
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Table 2
Klls and FGDs for the Study

Country Kils FGDs Country Kils

FGDs

Country Kils FGDs

SAU SLBFE: 3 1 (7 migs) KOR SLBFE: 4 2 (5 migs) MAS SLBFE: 1 -
Agents: 3 EPS Centre: 1 (7 migs) Agents: 3
Other: 1 Returnees: 2 Returnees: 2

Other: 2 Other: 1

Total: 7 Total: 9 Total: 7

Source: Authors' calculations based on fieldwork.

processing factories. Two of these Figure 1

FGD participants were returnees Diagram of VC Analysis

from KOR who had been selected
to work there again. This FGD was
conducted after their pre-departure
briefing at the SLBFE.

In addition to primary data
collection carried out from
September to November 2015, VC
analysis consisted of the following
steps: VC mapping, analysis of
opportunities and constraints, and
vetting the findings, as shown in
Figure 1.

The vetting meeting was held on
December 8, 2015 with the aim of
obtaining feedback from key
stakeholders regarding the ongoing
study. The participants for the
meeting included key informants
from SLBFE, agents, returnee
migrant/instructor covering all three
chosen migration corridors (SAU
KOR, and MAS).

Based on primary data collected,
secondary data and literature used,
the initial maps for each VC were
constructed. These preliminary VC
maps were presented at two
forums of peer researchers - one, a
collection of Sri Lankan
researchers and the other, a group
of international experts towards

Value
Chain

Mapping

Data

Collection

Data

Analysis

Vet
Findings

Opportunities

and

Constraints

Source: Authors.

validating the findings. Based on
the feedback on both these forums
and vetting with stakeholders, VCs
were further refined to arrive at the
VCs presented and analysed in the
subsequent sections.

The limitations of the study include
the inability to generalise the cost

of migration beyond the three VCs
and the findings being specific to
selected job categories of low
skilled migrants. Moreover, due to
time and cost constraints, field
work was limited only to LKA.



The VC for SAU is discussed under
its actors, their functions,
interactions and the associated
costs.

5.1 Actors and
Functions

The main actors in the VC to SAU
are employer in SAU, recruitment
agents in the two countries,
sub-agents in LKA, SLBFE and
migrants, who are mapped in.

Employers in SAU of female
domestic workers (FDW) in SAU
are heads of households. As noted
by De Bel-Air (2014), 15% of foreign
workers in SAU in 2013 were
domestic workers (of both sexes),
while the stock of Sri Lankan
employed (in all occupations) in
SAU was an estimated 550,000.
Among them about 375,000 are
FDWs and this constitutes about
25% of the total of 1.5 million FDW
in SAU (The Guardian, 2013). For
FDWs, the employers bear the
entire cost of recruiting a worker to
SAU, while they also generally bear
the food and medical costs of the
worker. Housemaids are expected
to be based at the employer's
residence and as such there is no
additional cost for accommodation.

Recruitment agents in SAU are
registered companies in SAU and
they are involved in manpower
recruitment from overseas. As per
SLBFE's circulars these foreign
agencies which have been
permitted to recruit Sri Lankan
manpower should be registered
with the LKA Diplomatic Mission in
SAU. Recruitment agencies in SAU
generally specialise in particular
areas of work (Just Landed, n.d.).

Cost of Low-Skilled Migration to Saudi Arabia, South Korea and Malaysia: Value Chain Analysis - Sri Lanka

5. Value Chain for Saudi Arabia

Agency and consultancy fee is
covered by the employer and
ranges from 10-20% of the annual
salary of migrant workers (The
Guardian, 2013).

Recruitment agents in LKA are
registered companies licensed to
recruit manpower for placement in
foreign jobs. They play a significant
role in the labour migration process
in LKA, acting as an intermediary
between the potential migrants,
employers and regulatory bodies.
While agents exercise power over
migrants they send abroad, they
are also governed by both the
SLBFE and Association of
Licensed Foreign Employment
Agencies or ALFEA (Gamburd,
2002). The SLBFE has full control
over the issuance of licenses to
foreign employment agencies for
conducting foreign recruitment
outside LKA (ILO, 2013). Recent
SLBFE records indicate that
around 1,100 licensed agencies
operate in the island.

SLBFE in LKA is the primary
regulatory body of overseas labour
migration from LKA since its
establishment in 1985 (MFEPW,
2008). The SLBFE Act identifies
the key objectives of the Bureau as
the development of markets and
promotion of employment
opportunities abroad along with
providing support services to
migrants and licensing recruitment
agencies. SLBFE is entrusted with
the regulation of licensed
employment agencies, training of
migrant workers, the protection and
welfare of migrants abroad and
facilitating reintegration of workers
(Gamburd, 2002).

Sub-agents in LKA are informal
entities operating at the grass root
level, mediating between the
licensed agents and prospective
migrants with no formal affiliation to
the licensed recruitment agencies.
Sub-agents perform a role often not
possible for main agencies to
undertake with their limited
resources. A sub-agent may be a
villager, a family member or even
an outsider. According to the
interviewed agencies, about 90% of
housemaid recruitments to SAU are
channelled via sub-agents.
Interviews with stakeholders
revealed that there are 100,000-
200,000 sub-agents operating in
LKA, and licensed agencies often
have about five to10 trusted sub-
agents who constantly recruit for
them. However, sub-agents are
often criticised for engaging in
malpractices leading to exploitative
and abusive situations of migrants
(MFEPW, 2008). Sub-agents also
have considerable bargaining
power, shopping around with
prospective workers to different
agencies and demanding higher
commissions. The commissions
are often given from the lump sum
that is set aside for deploying
migrants.

FDWs who go to SAU as Migrants
are mainly in the age range of
30-49 years with relatively low level
of education and skills. Majority of
these women are married with
children, and they are migrating
with the aim of improving the
financial situation of her household.
However, others migrate for
non-financial reasons such as to
escape an abusive spouse or
violence. In SAU, these FDWs
perform the tasks of cooking,
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cleaning, childminding and other
household related activities. The
contract period of a housemaid in
SAU is generally two years and
they receive a monthly salary of
about USD 264 (SAR 1,000).

Other players in the VC include the
immigration authorities in the two
countries, Saudi Arabian Embassy
in LKA, Sri Lankan Embassy in
SAU, financial institutions, medical
centers, Grama Sevaka (GS),
District Officers (DOs) and
migrants family.

5.2 Process and
Interactions

The labour migration process for
FDW begins with the employer in
SAU requesting a foreign
employment agency in SAU to find
a worker from LKA, in exchange for
an upfront payment of USD 4,266-
6,132 (SAR 16,000 to 23,000) (Arab
News, 2013, 2015; Weeraratne,
2015). Upon evaluating the
employer's background, as well
as employment facilites and
working conditions, the foreign
employment agency in SAU
contacts agencies in LKA whilst
submitting a job order to the LKA
embassy in SAU. The Sri Lankan
embassy in SAU certifies the job
order, and updates same in the
SLBFE system. Subsequently, the
Saudi agent sends the necessary
documents to the Sri Lankan

agents along with a payment of
US$ 4,000-US$ 5,500 (LKR
523,000-719,125) to cover the
recruitment cost in LKA.

The LKA agent submits the same
job order to the SLBFE. The Bureau
cross checks the information and
the recruitment history of the LKA
agent and approves the same.
Upon approval, the local agency
advertises the job to the public via
the local newspapers and other
media outlets, and prospective
FDWs approach the agencies either
directly or through a sub-agent. The
local agency interviews migrants
and matches them with employers
by liaising with the foreign agents.
Subsequent to paring employers
and employees, the local agent
and/or sub-agent guide the FDW to
acquire relevant documentation/
credentials for migration, which
include the passport and related
photographs; a Family Background
Report (FBR)?, a Police Report, and
medical test at an approved
medical center and pre-departure
training. All first time domestic
workers are required to undergo a
21 day residential pre-departure
training programme® and pass the
three day National Vocational
Qualifications (NVQ) (Level 3)
testing. llliterate applicants are
required to undergo a 45-day
residential training programme,
which includes literacy and the
same NVQ training. Those who
have migrated within the past 10

7 FBR is issued by a Development Officer after FDWs apply for it at the GS office.

years, undergo a shorter seven day
refresher training programme.

When documentation is completed,
the agency applies for the SAU
visa on behalf of the migrant,
purchases a one-way aitline ticket
and finally arranges for signing of
the contract at the SLBFE. All
terms and conditions of
employment are read out and
explained to the migrant and her
guardian before agreeing and
signing the contract. Subsequently,
the housemaid is registered with
the SLBFE, by paying the
necessary Cess along with a
contract registration fee.

On the date of departure, normally
the sub-agent accompanies the
FDW to the airport to ensure a
smooth departure. Upon arrival in
SAU, the FDW undergoes a
medical test and gets an ID.
Subsequently, the initial three
month visa is converted to a two
year work visa. All expenses in
SAU are borne by the employer.

Contrary to the literature which
states a wait period of four to eight
months (Arab News, 2013, 2015),
for the first time FDWs the entire
process takes about 45 days while
for experienced applicants who
have previously worked in SAU the
process takes about one month;
the difference being primarily based
of varying length of pre-departure
training.

8 The 21 day training covers language skills in Arabic and English (both speaking & written), training on housekeeping, food
preparation, handling of domestic appliances, caring for the elderly and children, personal health and cleanliness, and training on
customs and tradition of host countries. However, subsequent to field work was conducted for this study, the duration of pre-departure
training was extended from 21 days to 40 days.
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6. Value Chain for South Korea

6.1 Actors and
Functions

The main actors in the VC for KOR
are: employers in KOR, Human
Resources Development (HRD)
Service of KOR, SLBFE, and
migrants (Figure 3). The existence
of fewer players indicates stricter
and streamlined government-to-
government process under the
EPS (Kim, 2015).

Employers of migrant works from
LKA in KOR are manufacturers and
include small businesses with no
more than 300 employees; these
organisations have demonstrated
that they have tried but failed to fill
these vacancies locally.

HRD in KOR is a public
recruitment agency within the
Ministry of Employment and Labour
(MOEL) which supports foreign
workforce employment under the
EPS system (Kim, 2015). HRD has
established liaison offices in each
of the EPS sending countries to
monitor the recruitment process,
ensuring that its implementation is
transparent and free of fraudulent
activity. HRD plays a significant
role in the integration of migrant
workers by conducting an
orientation programme prior to
departure. It maintains 36 Foreign
Workforce Support Centres
throughout KOR to ensure that the
legal rights of EPS workers are
protected along with consulting
services. The HRD also facilitates
successful reintegration of workers
upon their return by organising
seminars and educational
programmes to aid the worker's
re-entry into the domestic job

market (Kim, 2015). According to
the HRD office in LKA, the 'Happy
Return Programme' was initiated in
LKA in 2011 and meetings are held
annually with a membership of over
350 members.

SLBFE's involvement in the
migration process to KOR is
greater than that of the SAU VC,
due to the government-to-
government nature of recruitment.
SLBFE works closely with the HRD
and houses the Korean
representative within the SLBFE
premises to facilitate the migration
process.

Migrants to KOR under the EPS
are generally males (88% of total
migrants to KOR), unmarried
(66%), in the age groups of 25-39
years, possessing a secondary
education (Kim, 2015). Only a few
female workers depart to KOR. In
2013, 98 % of low skilled migrants
from LKA to KOR were males, and
low skilled workers accounted for
77 % of the total of 6684
departures (SLBFE, 2014).

Other players in the VC include the
immigration authorities in the two
countries, Korean Embassy in
LKA, financial institutions, medical
centers, GS language training
centers/instructors, Criminal
Investigation Division (CID),
lawyers, and migrants family.

6.2 Process and
Interactions

Low skilled labour migration from
LKA to KOR is a handled by the
SLBFE and HRD. KOR's Foreign

Workforce Policy Committee
(FWPC) sets the quota of migrants
accepted under the EPS for each
category from each sending
country. In 2014, a total of 6,684 Sri
Lankans migrated for work under
the EPS. Such migration to KOR
involves many steps and multiple
stakeholders in both countries.

The migration process to KOR from
LKA normally commences with
potential migrant workers taking
Korean language classes in LKA.
The duration of the class
depends on the duration/frequency
and instructor, and the necessity to
repeat the course depends on the
amount of effort the potential
migrant makes. These language
training classes mainly cover
spoken, comprehension and written
competencies in Korean language
with the aim of passing the Korean
language proficiency test (TOPIK).
The TOPIK is administered by the
SLBFE under the guidelines and
involvement of the HRD of the
Ministry of Labour in KOR.

The arrangements for TOPIK is
initiated by HRD setting a date and
time for the examination and
issuance of admission, which is
advertised by the SLBFE. The
general admission details are
provided at the 22 SLBFE
branches in LKA upon charging an
admission fee for those who call
over with their passports and duly
filled application forms.® Based on
admission details gathered by
SLBFE, HRD of KOR determines
the number of locations required
and admission particulars, which
are in turn arranged and informed to
the applicants by SLBFE. The

® The admission fee is sent to KOR, after which they send US$6 back to the SLBFE to cover their costs.
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examination papers are set in KOR,
and are carried to LKA by a
delegation from HRD. The
examination which lasts for 1.5
hour is conducted by the Korean
delegation under the supervision of
the Department of Examinations
and support of Police in LKA. Upon
completion of the examination, the
examination papers are sent back
to KOR for marking and the results
are released via the SLBFE
website. The examination results
are a score out of 200, for which
the qualifying cutoff mark is
determined by the HRD subject to
demand for Sri Lankan workers.

For those who passed TOPIK, the
SLBFE conducts interviews to
evaluate and verify their skills,
credentials and medical reports
provided by identified medical
facilities situated in Colombo. The
verified information is uploaded to
the job market website of HRD of
KOR, for Korean employers to
select. This website is open only to
eligible Korean employers and
small businesses' which have
been granted employment permits
from the MOEL (Kim, 2015). Once
candidates are selected, the
employers prepare a draft contract
which is reviewed by MOEL for
compliance with Korean labour laws
and dispatched for worker's
signature through HDR liaison in
LKA and the SLBFE (Kim, 2015).
Meanwhile, the Korean Immigration
authorities are informed for the
purpose of granting visas.

The EPS permits migrants workers
to work in KOR for three years and
a maximum of four years and 10
months. After reading and

Cost of Low-Skilled Migration to Saudi Arabia, South Korea and Malaysia: Value Chain Analysis - Sri Lanka

understanding the Sinhala
translation of the agreement,
potential migrants sign the three
year work contract agreement for a
monthly salary ranging from USD
694-868 (LKR 100,000-125,000) at
the SLBFE premises. The contract
specifies hours of work per day,
number of days of work per week,
and facilities provided such as
accommodation, meals and
medical insurance. Additionally, the
SLBFE also bonds the migrant
worker for a period of three years to
the employer for an amount of LKR
1,500,000. This bond agreement
involves two guarantors and two
witnesses normally fulfilled by
family members. However, as
highlighted by Kim (2015, p. 11)
"the EPS workers are now, in
principle, allowed to change their
workplace however many number
of times needed without the
permission of the employer if they
experience discrimination at work
or if their employer violated
domestic labour laws or
breached". In this context, it is
unclear about the role of the bond
signed in the SLBFE, which ties a
worker to a single employer for the
entire contract duration.

Other documentation required for
the KOR migration process include
report from the CID and
pre-departure training certificate.
The pre-departure training for KOR
bound migrant workers is a 10 day
residential training programme,
covering Korean culture, law,
ethics, and language; introduction
to banking and handling
remittances; health advice; and
physical training." Upon completion
of all requirements and

documentation, the potential
migrants make necessary
payments to the SLBFE. The visa
for travel and airline tickets are
both handled by the SLBFE. A day
or two prior to departure, SLBFE
provides a final briefing on what to
expect upon arrival in KOR,
instructions for departure
preparation, and logistical
arrangements for departure. By this
time some potential migrants have
opened Non-Resident Foreign
Currency (NRFC) accounts - often
through bank branches available in
the SLBFE premises, in
preparation to remit their savings
home. These banks also provide
bank loans to cover the cost of
migration to KOR.

Upon arrival in KOR, migrant
workers are initially granted a three
month work visa and taken to the
Post-Admission training facility by
a representative from the Sri
Lankan Embassy in KOR. This
three day mandatory post
admission training for
manufacturing workers covers
components of Korean language,
Korean culture and customs,
Korean immigration, labour and
grievance procedure laws, and
industrial safety and skills (Kim,
2015). Upon arrival, migrants also
undergo a medical test. After
completion of these post arrival
requirements (financed by the
employing company),
representatives of employers pick
the migrants from the training
facility and accompany them to the
workplace.

© Applicant’s employer has less than 300 employees and demonstrated that attempts were made to fill these vacancies with domestic

workers.

" The main SLBFE training center for potential migrants to KOR is situated in Colombo (Athurugiriya), and additional larger training
centers are situated in Bogawantalawa and Batangoda.
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7. Value Chain for Malaysia

7.1 Actors and
Functions

Employers of migrant workers
from LKA in MAS are
predominantly in the manufacturing
sector, recruiting machine
operators, factory workers, garment
factory workers and production
operators.

Recruitment Agents in LKA in the
VC to MAS play a significant
mediation role between employees
and employers. Many specialise in
MAS and other East Asian
countries, and they are registered
manpower recruit companies with
licenses. Unlike agents in the SAU
VC, these agents have closer link
with the final employers in MAS,
and thus serve as a better
intermediary between employers
and employees. As such, some
agents go to the extent of
accompanying migrants to MAS
and handing them over to the
employer.

KDN in MAS which stands for
Kementerian Dalam Negeri is the
Ministry of Home Affairs in MAS,
which is responsible for migrants
workers in the country.

SLFE performs the regulatory role
like in the other VCs and provides
training for MAS bound workers.

Migrants heading to MAS are
younger in age compared to
migrants in the previous two VCs
and include both males and
females. These migrants to MAS
are selected following an interview
with the employer and they undergo
tests in mathematics, 1Q and
general knowledge.

Other players in the VC include
sub-agents in LKA and agents in
MAS, the immigration authorities in
the two countries, Malaysian
Embassy and medical centers in
LKA. Unlike in the case of the SAU
VC, the involvement of sub-agents
in LKA is not wide spread in
recruiting to MAS. Likewise, the
recruitment agents in MAS are not
as always involved in the migration
process. Only some employers use
the services of a recruitment agent
in MAS. The MAS VC together with
the key actors are mapped in
Figure 4.

7.2 Process and
Interactions

The migration process of low-
skilled Sri Lankan workers to MAS
begins with the Malaysian
company interested in recruiting Sri
Lankan workers, sending a job
order with initial worker
requirements to a selected
recruitment agency in LKA. This is
done either directly by the
company or via a foreign
employment agency in MAS.
Once the job order is received, the
representatives of the agency in
LKA visit the companies/factories
in MAS to inspect the working
conditions and accommodation
facilities. Following the visit by the
Sri Lankan agency, the relevant job
order is submitted by the
Malaysian company/agency to the
Sri Lankan Embassy in MAS. The
job order submission includes:
documentation on Power of
Attorney, Demand Letter for
recruitment of foreign workers from
LKA, Employment Contract,
Affidavit, Agreement Letter,
Approval from Immigration Office

and KDN approval. The KDN
approval is obtained by the
company confirming the need to
hire foreign workers, and this
approval is valid for one year.
Before the approval of the job order,
if deemed necessary the Sri
Lankan Embassy officials visit the
company and examine the factory
facilities, and work and
accommodation conditions. This
approval process by the Sri Lankan
Embassy takes about two weeks.

Once the company/Malaysian
agent receives the LKA embassy
approval, the approved job order
together with the approved
documents are sent to the agency
in LKA. The Sri Lankan agency
submits all necessary forms and
documents including a photocopy
of the job order to the SLBFE. The
SLBFE processes the job order
and approves it, subject to all the
documents are in place. Once the
job order is approved by the
SLBFE, the local agent advertises
the vacancies via newspapers and
television advertisements.
Prospective workers contact the
agency directly or indirectly through
a subagent.

The selection of workers is carried
out by the local agency together
with the Malaysian company
representatives who visit LKA for
this purpose. Normally about two
individuals represent the Malaysian
employer and stays in LKA for
about four days to cover the
selection process, which generally
includes an interview, a written
exam, which tests the applicants'
math, general knowledge and 1Q
competencies, and a physical
fitness test. Following the
interviews and tests, the applicants



)\
A}_ Labour Economic Series No. 20

are selected, rejected or added to a
'keep in view' list. The selected
applicants are then required to
undergo a medical test at a
designated medical lab in Colombo.
The reports of these medical tests
are directly submitted online to the
Malaysian Immigration, while
copies are also sent to the
Malaysian company or the foreign
agency. Once an employee is
matched with an employer, the Sri
Lankan agency registers the worker
with the SLBFE, while the
Malaysian company obtains an
approval from the KDN for each
worker. Along with this KDN
approval the Sri Lankan agency
submits the visa application to the
Malaysian Embassy in LKA on
behalf of the worker, and a
temporary work visa is stamped by
the Embassy, which is extended to
a full work visa once the workers
arrive in MAS and undergo a
medical testing.

16

The selected workers also have to
undergo a mandatory five-day
training programme conducted by
the SLBFE prior to departure.
Some attend this training while
traveling daily from home and
others chose to find
accommodation close to the
training center. Following the
training and the completion of all
the documentation, the migrant
workers sign a contract agreement
at the SLBFE in the presence of a
parent or guardian. This contract
stipulates all terms and conditions
of the job, which is for a period of
generally three years.
Arrangements for accommodation,
which is provided free of charge or
at a nominal fee is outlined in the
contract. However, workers are
required to provide for their own
meals (i.e. buy or prepare their own
food). Prior to the signing of the
agreement at the SLBFE, some
agencies organise a meeting to

brief the workers and their families
on the nature of the job and the
contract. Similarly, some agents in
LKA (not all) accompany the
migrants to MAS. Upon arriving in
MAS, the workers have to take
another medical test. If the test
results are satisfactory, a one year
work permit is given along with the
possibility of extending their visa.
The workers need to undergo a
medical test annually in order to
renew the work permit. The length
of time from start to departure of a
migrant to MAS varies from one to
three months depending on when
the potential migrant takes the
exam, which is part of the
selection process. However, the
documentation and approvals
generally take about one month to
process.
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8. Comparison of Migration Costs in VCs

There are a number of costs
associated in the migration process
at different points in three VCs
involving different actors. This
section compares and analyses the
costs associated with each of the
three VCs mapped and discussed
above. Initially, the financial costs
associated with the three VCs are
discussed followed by the
opportunity cost involved.

8.1 Financial Cost of
Migration to SAU

According to the FDGs and Kils,
the entire cost of recruiting a
migrant worker from LKA to SAU is
financed by the upfront payment
provided by the employer in SAU.

As such, a FDW from LKA does
not have to personally bear any
financial cost to migrate to SAU
(see column 2 of Table 3)."

As a result, none of the interviewed
migrants to SAU had taken any
bank or personal loans, contrary to
the literature. Moreover, the SLBFE
specifies a 'zero chargeable'
recruitment cost meaning that the
foreign employment agencies are
not allowed to charge migrants to
finance the recruitment process.
This policy was introduced in 2008/
2009. Even prior to the introduction
of this policy, since 1977
employers in SAU have been
making recruitment related
payments to LKA agents through

agents in SAU. However, the
benefit had not trickled down to
migrants until the pre-departure
training became mandatory in 1996
and potential migrants became
better informed about the migration
process and payments made by
the employers.

As shown in the last row of Table 3,
the total cost of moving a FDW
from LKA to SAU for employment
amounts to a total of USD 3,506
(LKR 504,882). This includes
incentives to migrant's family,
commission to agents and
sub-agents, administrative and
regulatory fees to the SLBFE, and
cost of fulfilling the documentary
requirements and amassing

Table 3

Cost Components to Migrate to SAU for Housemaids
Component From To Amount (LKR)
Passport Agent/Migrant DIE 2,500
Photos for passport Agent Studio 500
Training Agent SLBFE 26,500
Medical report Agent Medical center 7,500
Visa fee Agent Saudi Embassy 5,500
Registration fee Agent SLBFE 18,000
Facilities fee Agent SLBFE 5,882
Cess Agent SLBFE 5,000
Contract registration Agent SLBFE 6,000
Air ticket Agent Travel agent 27,500
Cash advance to cover misc. transport Agent Migrant 25,000
SUB TOTAL 129,882
Lump sum Agent Migrant’s family 225,000
Lump sum Agent Sub-agent 100,000
Agency fee Agent Agent 50,000
TOTAL 504,882

Source: Authors' tabulations based on field data.

2When the upfront incentive received by the migrant is taken into consideration, her migration cost could be identified as a negative

cost.
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credentials. When lump sum
payments to migrant's family and
sub-agent are excluded, the
subtotal is USD 902 (LKR 129,882).
This includes the cash advance
paid out to migrants, mainly to
finance miscellaneous travel
expenses related to fulfilling
requirement for migration. The
necessity to travel multiple times to
meet recruitment agents, SLBFE
and training centers contribute to
increase this miscellaneous travel
cost.

As seen in Figure 5, the biggest
share of this subtotal is paid out to
the SLBFE (nearly 50 %) under
different cost items (registration
fee, facilities fee, Cess, contract
registration, training). Among
payments to the SLBFE, the
charge for pre-departure training
accounts for the largest share. One
of the reasons for high pre-
departure training cost is the
monopoly maintained by the
SLBFE training centers with a near
absence of private training centers.
The few private training centers
which are operating in the island,
are rarely used by potential
migrants. However, the SLBFE
control over training centers
ensures similar standards and

Figure 5

Composition of Costs in SAUVC

SLBFE, 5.2
Lump )

sum to
Subk-

Agent,
198

Adr ticket, 5.4

~YOthers, 3.

quality across the training centers
and programmes provided. Among
other payments to the SLBFE,
there is limited clarity about the
purpose of different payments. For
instance, migrants do not
understand the difference between
the facilities fee of USD 41 (LKR
5,882), registration fee of USD
125 (LKR 18,000), contract
registration fee of USD 42 (LKR
6,000) and the Cess of USD
35(LKR 5,000) charged. Greater
transparency of how and for what
purposes these fees are utilised
would contribute to lowering costs
of recruiting FDWs.

Other costs include USD 24 (LKR
3,500) for passport, photographs
and related expenses, an
administrative fee of USD 3.47
(LKR 500) to obtain a Police
Report, and USD 52 (LKR 7,500) to
perform the medical test. However,
ILO (2013) notes that the issuance
of medical certificates for the Gulf
Cooperation Council (GCC)
countries by a limited number of
medical clinics, inconveniences the
prospective migrant worker and the
recruitment agency, disturbs the
speedy migration process, and
violates the fundamental rights of a
recruiter or a migrant worker to

Contract recistration,
1.2

b Misc. trans port, 570

Training, 5.2

Source: Authors' calculations based on fieldwork.
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obtain such a medical report from
any registered medical clinic (ILO,
2013). Nonetheless, participants in
the FGD for SAU did not have any
reservations or concerns about the
few referred facilities to obtain
medical reports for SAU. Another
required document for FDW is the
Family Background Report (FBR),
which is issued free of charge.
However, literature and a number of
stakeholders have raised concerns
about the FBR leading to informal
charges and solicitations by
officials (IPS, 2015; UN, 2015).
Nonetheless, migrants interviewed
for this study had not encountered
any such issues. The visa fee for
SAU is USD 35 (LKR 5,000), while
the cost of purchasing a one-way
airline ticket to SAU is USD 174-
208 (LKR 25,000- LKR 30,000).

In terms of lump sum payments, a
housemaid to SAU receives about
USD 2,430 (LKR 350,000) as an
incentive from the agency.
However, if there is a sub-agent
involved, the lump sum the FDW
receives is much less - around
USD 1,736 (LKR 250,000) with the
balance USD 694 (LKR 100,000)
going to the sub-agent as a
commission. The incentive
payment to the migrant is
disbursed to her family often only
once she is en-route to SAU.

All these payments are financed
from the initial USD 4,000-USD
5,000 the local agency receives
from the Saudi Arabian agency and
borne by the employer in SAU.

8.2 Financial Cost of
Migration to KOR

Qualitative findings of the study
reveal that the total cost for
seeking employment in KOR
ranges from USD 1,736- 2,777
(LKR 250,000-400,000) and the
process takes seven months to
three years (depending on the level
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of effort exerted to pass TOPIK by
the migrant). Table 4 depicts the
average cost of migration to KOR
for manufacturing sector jobs. As
seen in Column 2 of Table 4, in the
migration process to KOR, the
migration cost incurred in LKA is
borne entirely by the migrants
themselves, contrary to the
housemaids sent to SAU. Among
recipients of these payments by
the migrants, the largest share
goes to the SLBFE (63%). The cost
to SLBFE of USD 814 (LKR
117,220) includes USD 330 (LKR
47500) for one way air ticket, USD
344 (LKR 49,500) for Welfare and
Promotion fee, USD 40 (LKR 5,733)
for SLBFE processing charges,
USD 41 (LKR 5,887) for SLBFE
Registration fee, USD 54 (LKR
7,800) for Visa fees and USD 5.55

Table 4

(LKR 800) for departure attire. As in
the case of the costs to SAU, it is
difficult to differentiate the costs
associated with registration,
processing, and welfare and
processing fees paid in the process
to migrate to KOR. Additionally, the
pre-departure training fee of USD
139 (LKR 20,000) is also paid to
the SLBFE. This covers the cost
for food, lodging and course fees
while an additional USD 21- 28
(LKR 3,000-4,000) is spent to
purchase the required supplies

(i.e clothing, linen, toiletries for
personal use).

Another important cost component
of the KOR VC is the fee paid for
language training. The SLBFE
(2016) has taken steps to conduct
Korean language training for

Cost Components to Migrate to KOR

Component

Passport & photos
Language training *
Language book

Medical*

Lawyer Av.*

Stamp duty for CID report
CID report

Training supplies*
Training fee

Book

Registration fee
Processing fee

Welfare and processing fee
Ticket

Visa

Misc. transport*

Airport transport*

1st month subsistence expenses

TOTAL

prospective Korean jobseekers
island wide. These training
programmes are conducted for
twelve days full time and it covers
a minimum of 100 hours of
teaching. The SLBFE has recruited
32 local Korean language teachers
and they have been provided with
required training to develop their
teaching skills and provided with
lesson plans and syllabus.
However, the Korean language
training is not adequately regulated
and this leads to different
programme durations and fee
structures. For instance, one FGD
participant paid USD 69 (LKR
10,000) while another paid USD 111
(LKR 16,000). These differences in
the fees paid for Korean language
training is based on instructors' and
potential migrants' requirements,

From To Amount (LKR)
Migrant Other 2,800
Migrant Pvt. class 8,000
Migrant Pvt. class 1,000
Migrant Medical center 3,750
Migrant Lawyer 1,500
Migrant Police 50
Migrant Police 500
Migrant Misc. stores 11,000
Migrant SLBFE 20,000
Migrant SLBFE 750
Migrant SLBFE 5,887
Migrant SLBFE 5,733
Migrant SLBFE 49,500
Migrant SLBFE 47,500
Migrant SLBFE 7,800
Migrant Misc. transport providers 25,000
Migrant Misc. transport providers 6,000
Migrant Migrant 20,000

216,770

Source: Authors' tabulations based on field data.

Note: * Average value based on qualitative data gathered.
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Figure 6

Composition of Costs in KORVC
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the frequency of classes, the
duration per lesson and overall
duration of the course.

Similar to the case of SAU, there
are also miscellaneous travel costs
which account for nearly 20% of
the total cost of migration. Main
reasons for high miscellaneous
travel cost include repeated visits
to the CID, the SLBFE as well as
extended duration in language
training courses.

Other costs include the fees to
prepare a passport and obtain
related photos (USD 19, LKR
2,800), admission fee for TOPIK
(USD 23, LKR 3,250)', payments
for medical testing (USD 21-31,
LKR 3,000-4,500) legal fees to
attend the bond imposed by the
SLBFE (USD 7, LKR 1,000).
However, there is legal service
provided by the Ministry of Labour,
where the bond could be attested
free of charge. Relative to other

costs associated with the VC to
KOR, the direct cost of obtaining a
CID Report is small (USD 3.5, LKR
500). Despite the direct cost of the
Report being low, actually obtaining
a CID Report involves more time,
effort and expenses, as the CID
only accepts 300 applications a
day. Hence, to secure a spot within
the first 300, some potential
migrants in the FGDs noted that
they had to arrive at the CID as
early as 3 a.m. and queue, while
one FGD participant had checked
into a room at a guest house close
by to the CID office, at the cost of
USD 14 (LKR 2,000) to ensure he
was first in line. Additionally, unlike
in the case of FDW to SAU,
manufacturing workers to KOR are
advised to carry approximately
USD 139 (LKR 20,000) to cover
first months' subsistence expenses
in KOR.

The average cost of migration to
KOR excluding the language

fea
A5%

Ticket
5%

Visa

’//,,,ﬁl’ﬂ:»

Passport & photos
o

training amounts to approximately
USD 1,389 (LKR 200,000) and
banks provide this amount in a loan
to be paid back in monthly
installments over a period of two
years at the annual rate of
approximately 10%.

8.3 Financial Cost of
Migration to MAS

In the MAS VC, costs are borne by
three main actors - migrant, agent
in LKA and employer in MAS. As
seen in the top panel in Table 5, the
migrant has to prepare the
passport (USD 17, LKR 2,500), pay
for medical testing (USD 69, LKR
10,000), SLBFE registration (USD
41, LKR 5,875 for males and USD
89, LKR 12,875 for female), visa
fees (USD 29, LKR 4,200) and an
agency fee. The total fee changed
by the agency is capped at USD
868 (LKR 125,000) by the
maximum chargeable regulations of

¥ The admission fee is sent to KOR, after which they send US$6 back to the SLBFE to cover their costs.
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Table 5
Migrant's Costs to MAS

Component From
Agency fee Migrant
Medical report Migrant
Passport Migrant
Visa Migrant
Registration fee (SLBFE) Migrant
SUB TOTAL IN LKA

Bayaran levy Migrant
Medical test in MAS Migrant

SUB TOTAL IN MAS
TOTAL

To

Agency
Medihouse/Medical centre
D.IL.LE

Malaysian Embassy in SL
SLBFE

Amount (LKR)

125,000

10,000

2,500

4,200

5,875 (male) 12,875 (female)

154,575 (female) or 147,575 (male)

Malaysian Government
Medical Centre (MAS)

42,464
6,455
48,919

203,494 (female) or 196,494 (male)

Source: Authors' tabulations based on field data.

the SLBFE, and migrants normally
have to pay about USD 486 (LKR
70,000) at the time of collecting the
visa. A female migrating to MAS
has to bear a total cost of USD
1,073 (LKR 154,575) while for a
male the cost is USD 1,024 (LKR
147575).

In addition to the costs borne in
LKA, the Bayaran levy and the
cost of a medical test in MAS are
also borne by the migrant. In
practice, the Malaysian company
generally pays the levy on behalf of
the worker and a fixed amount is
deducted from the worker's monthly
salary, while upon arrival in MAS
the workers have to take another
medical test which costs about
USD 43 (RM 190).

In the MAS VC, the costs borne by
the agent in LKA involves two
types of costs - costs that can be
easily attributed to a single migrant
(see top panel of Table 6) and cost
per batch of recruits (see bottom
Panel of Table 6). Out of the USD
868 (LKR 125,000) fee collected by
the agency in LKA, the agent
spends USD 139-174 (LKR 20,000-
LKR 25,000) for a one way air
ticket for the migrant, USD 69

22

(LKR 10,000) to the sub-agent if
one is involved in the recruitment
process, and another USD 35 (LKR
5,000) to the SLBFE for the
migrant's training, which totals to
USD 260 (LKR 37500). Out of the
remaining USD 608 (LKR 87,500),
the agent is required to cover all
batch level costs and retain a profit
for his business.

Due to the agents' significant
involvement in the recruitment
process and its related ground
work, unlike in the VC for SAU, here
the agents bear additional costs.
Specifically, the local agent's visit
to the employment company in
MAS cost approximately USD
1,389 (LKR 200,000), while hosting
the Malaysian employer in LKA
costs about another USD 1,389
(LKR 200,000). Additionally, the
local agent spends about USD
55-174 (LKR 8,000 - 20,000) to
organise the logistics for the
interviews, and approximately
another USD 174 (LKR 8,000) to
organize a meeting just before
departure to brief the workers and
their families on the nature of the
job and the contract. Moreover,
some agents in LKA, also go to the
extent of accompanying the

migrant workers to MAS, which
again is a batch wide cost incurred
by the agent.

The nature of these costs, which
are a fixed cost to the batch of
migrants, limits this component of
the cost being directly transferred
to the potential migrant workers.
However, if a batch of recruits is
large enough, the agency fee
charged from migrants would be
sufficient to cover these expenses
incurred by the agent. If not, a
significant part of these costs have
to be absorbed by the agent in
LKA, with the hope that the rapport
and reputation built with the
employer over subsequent batches
of recruits will eventually pay off
these costs.

Similarly, employer in MAS also
bears certain costs to recruit a
migrant worker from LKA.
Specifically, to submit the job order
to the Sri Lankan embassy in the
MAS, Malaysian company/foreign
agent makes a payment of USD
114 (RM 500), spends USD 34
(RM 150) to obtain a bank
guarantee as an insurance on
behalf of each employee who
passes the medical test, pay a



Table 6

Sri Lankan Agents' Other Expenses in Sending Migrants to MAS

Component
Sub-agent commission
Airline ticket (one-way)

Training

Company visits

Paper advertisement

Hosting the foreign delegation
Booking of halls for interview

Cost of Low-Skilled Migration to Saudi Arabia, South Korea and Malaysia: Value Chain Analysis - Sri Lanka

From To Amount (LKR)
Agency Sub-agent 10,000
Agency Travel agent 22,500
Agency SLBFE 5,000
I ———
Agency Travel agent 200,000
Agency Newspaper Company 49,000
Agency Transport/food provider 200,000
Agency Hiring company/individual 24,000
Agency Hiring company/individual 8,000

Meeting with migrants' families

Source: Authors' tabulations based on field data.

levy of USD 286 (RM 1,250) per
worker per year to the Malaysian
government (referred to as the

'‘Bayaran levy') and another USD

183-229 ( RM 800-1,000) per worker

to obtain an approval from the KDN
for each worker hired.

The contract period for a low-skilled
worker to MAS is generally three
years and the monthly wage being
in the range of USD 206- 275 (RM
900-RM 1,200). In MAS, there is a
minimum wage of USD 206 (RM
900) per month, which serves as
the lower limit in the range of

Table 7

monthly salaries drawn by Sri
Lankan workers. Most employment
contracts include accommodation
free of charge. In some,
accommodation is provided at a
nominal fee of about USD 11 (RM
50), which is deducted from the
salary. Workers generally have to
buy or prepare their own food.

In order to help potential migrants
finance the cost of migration to
MAS, the SLBFE has MOUs with
financial institutions (i.e. The
Finance) which allow migrants to
apply for pre-departure loans. The

maximum amount loaned to a
worker depends on factors such as
the maximum chargeable amount
approved by the SLBFE for the
particular job and the worker's
income. Payback period offered by
The Finance is around 18 months
and the current interest rate
charged is 18 %. While collaterals
are not required, the loan
application needs to be submitted
jointly with a family member or a
guardian with two guarantors
having to sign it.

Malaysian Employers' Expenses in Recruiting Sri Lankan Migrants to MAS

Component

Job order submission

Bank guarantee

From
Company (MAS)

Company (MAS)

To

MAS bank

Source: Authors' tabulations based on field data.

Sri Lankan Embassy in MAS

Amount (LKR)
18,684 (RM 500)

5,096
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Figure7
Composition of Costs Borne by the Migrant in MAS VC

Medical report
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Passport Registration fee
29, Visa [SLBFE)
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Source: Authors' calculations based on field data.

Figure 8
Composition of the Cost Borne by the Agency in MASVC

Booking of Meeting with
halls for migrants’
interview families

5% 2%

Subagent
commission
27%

10%

Per Batch Per Migrant

Source: Authors' calculations based on field data.
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Table 8
Synthesis Table of Recruitment Costs for SAU, KOR and MAS

Dosiinstion Component ————— Fam o Amouni(LkR)

ARABIA

SOUTH KOREA SAUDI

MALAYSIA

Passport
Photos for passport
Training
Medical report
Visa fee
Registration fee
Facilities fee
Cess

Contract registration
Air ticket

Cash advance
Lump sum
Lump sum
Agency fee
TOTAL
Passport
Passport & photos
Language training *
Language book

Medical*

Lawyer Av.*

Stamp duty for CID report
CID report

Training supplies™

Training fee

Book

Registration fee

Processing fee

Welfare and processing fee
Ticket

Visa

Misc. transport*

Airport transport*

1st month subsistence expenses
TOTAL

Agency fee

Medical report

Passport

Visa

Registration fee

Bayaran levy

Medical test in MAS

TOTAL

Source: Authors' tabulations based on field data.

Note:

Agent/Migrant
Agent
Agent
Agent
Agent
Agent
Agent
Agent
Agent
Agent
Agent
Agent
Agent
Agent

Migrant
Migrant
Migrant
Migrant
Migrant
Migrant
Migrant
Migrant
Migrant
Migrant
Migrant
Migrant
Migrant
Migrant
Migrant
Migrant
Migrant
Migrant
Migrant

Migrant
Migrant
Migrant
Migrant
Migrant
Migrant
Migrant

* Average value based on qualitative data gathered.

DIE

Studio

SLBFE

Medical center
Saudi Embassy
SLBFE

SLBFE

SLBFE

SLBFE

Travel agent
Migrant
Migrant’s family
Sub-agent
Agent

DIE

Other

Pvt. class
Pvt. class
Medical center
Lawyer
Police
Police

Misc. stores
SLBFE
SLBFE
SLBFE
SLBFE
SLBFE
SLBFE
SLBFE

Misc. transport providers

Misc. transport providers

Migrant

Agency
Medical centre
D.LE

Malaysian Embassy in SL

SLBFE

Malaysian Government

Medical Centre

Cost of Low-Skilled Migration to Saudi Arabia, South Korea and Malaysia: Value Chain Analysis - Sri Lanka

2,500
500
26,500
7,500
5,500
18,000
5,882
5,000
6,000
27,500
25,000
225,000
100,000
50,000
504,882
2500
2800
8,000
1,000
3,750
1,500
50

500
11,000
20,000
750
5,887
5,733
49,500
47,500
7,800
25,000
6,000
20,000
216,770
125,000
10,000
2,500
4,200
5,875 (male) 12,875 (female)
42,464
6,455
203,494 (female) 196,494 (male)
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9. Opportunity Costs to Migrate

In addition to financial cost, all
three VCs involve significant yet
unquantifiable, opportunity cost to
migrants, due to the duration of the
migration process. For instance,
one FGD participant from the SAU
VC had given up her job in the
manufacturing sector in LKA to
pursue a job in SAU. Such lost
income contributes to opportunity
cost related to the recruitment
process for foreign employment.
Additionally, the necessity to make
multiple visits to the SLBFE, the
employment agency, or to obtain
police report as well as the need to
visit multiple entities (medical
center, GS, and training center,
etc.,) further contribute to
increasing this opportunity cost.
For instance, one FGD participant
mentioned that he had to make 11
visits to the CID to inquire about

Figure 9

the status of his report. Similarly, a
female member of a FGD indicated
the necessity to travel multiple
times to the SLBFE on different
days to accomplish specific tasks
such as contract signing and pre-
departure briefing. Given that this
potential migrant resided in Matara
(160 kms away from Colombo), she
had to spend a considerable
amount of money, time and effort
to meet these requirements.

In addition to the opportunity cost
in LKA, another dimension is the
foregone higher income earned if
migrants were able to migrate
sooner and be employed in their
respective destination (SAU, KOR,
or MAS). The length of the
migration process contributes to
increase the time to depart to the
destination. This study finds that for

Pre-departure Training Schedule related to FDW to SAU

Training Schedules

a first time FDW, the entire process
takes about 45 days while for
experienced applicants who have
previously worked in SAU, the
process takes about one month;
the difference is primarily due to the
mandatory training period. As
depicted in the Figure 9, pre-
departure training programmes for
FDW at different training centers of
the SLBFE start almost
simultaneously. As such, migrants
have less flexibility in choosing a
pre-departure training programmes
that will enable them to limit the
time spent on the migration
process and its related opportunity
cost.

The duration of the migration
process estimates for KOR are
more complex than for SAU due to
the language training programme.

SR LANKA BUREAL OF FOREDEN EMPLOYRMENT

Middle East (21 days)

Start Date

End Date

Programme Mo

Training Fees : Rs4376
VAT: Rs.536
NET: Rs.58
Total : Rs.5000

1 | EADAWATHA | 13002016 | 02022016 Sinhala ME 1640 25 0 25
2 | KALMUNAIL 1501206 07022016 Taxml EMTRHMI252015 | 25 0 25
i | KANDY 13012016 | 02022016 Sinhala MESHOIEANI016 | 25 0 25
4 | MEEGODA 12012016 | 01022016 Sinhala MESM123 25 0 25
5 | MEEGODA 20/01/2016 | 0970272016 Sinhala MES124 25 0 25

Source: SLBFE, 2016.
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On average the process takes
seven months to three years
(depending on the level of effort
exerted to pass TOPIK). One FGD
participant in KOR VC had spent
over eight years to secure his ideal
job in KOR. However, as he was
not involved full time in pursuing
employment in KOR, he had
attended language classes while
being employed in LKA and had
sat for the exam several times
before passing. Even subsequent
to passing the exam, he had been
selective in taking up employment
offers in KOR. For instance, he has
forgone employment job
opportunities in the fisheries sector

Cost of Low-Skilled Migration to Saudi Arabia, South Korea and Malaysia: Value Chain Analysis - Sri Lanka

in KOR until he received an offer in
the manufacturing sector which
was considered less arduous than
going out in the sea. As such, his
opportunity cost was minimal.
Similar to the case of pre-departure
training for FDW to SAU, for
manufacturing workers to KOR
there is no flexibility in enrolling in a
training programme urgently, if
required. Training programmes for
KOR are only held in the
Athurugiriya training center, while
Batangoda and Bogawantalawa
training centers are made available
only if the number of trainees
exceeds the capacity of the
Athurugiriya center.

Klls with returnees and agents to
MAS revealed that the SLBFE pre-
departure training offered to
migrants to MAS is geared more
towards the Middle Eastern
recruits. One of the returnees
mentioned that they were taught
Arabic, Hindi and Tamil at the
training whereas their
communication with the employer
was in English. The training was
not targeted to the needs of the
country, resulting in an opportunity
cost, especially to those travelling
long distances to get to the training
centre.
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10. Conclusion and Recommendations

The mapping of the VC for low
skilled migration to SAU, KOR and
MAS highlighted the conceptual
framework and emphasised
institutional and administrative
inefficiencies that contribute to
higher migration costs.

The three VCs discussed above
have many similarities as well as
unique features. The main
similarity is the significant
involvement of the SLBFE in all
three processes and the related
pre-departure training and other
formalities. However, the emphasis
on pre-departure training is
relatively less in the MAS VC as
compared to that of SAU and KOR.
This concern was aptly raised
during Kils. Interviews with Sri
Lankan agencies indicate that there
is a high demand for workers in
MAS (i.e. demand for about 1000
workers per month according to
one agent). Given the high potential
of this destination, agents feel that
the training given to migrant
workers to MAS is insufficient. At
the time of field work, the five-day
training program provided to MAS
bound workers was the common
training offered to all non-domestic
workers heading to any countries.
As such, both workers to SAU and
MAS are trained together.
However, actors in the VC felt that
Malaysian workers need a training
similar to that is provided for
migrants to KOR as the nature of
work in MAS requires them to be
physically fit and endure long
working hours.

The recruitment process for SAU
and MAS have similarities in terms
of the heavy involvement of agents
in LKA. However, unlike in the
MAS VC, the SAU VC gives a
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significant weight to sub-agents in
LKA, while in the MAS VC the
foreign employer plays an
important role in worker selection in
LKA. Moreover, in the MAS VC, the
foreign employer and the agent in
LKA have close interactions with
the aim to build a long term
relationship and rapport. The
agents in the MAS process appear
to be more actively involved in the
wellbeing of the migrant worker,
compared to the agents in the VC
for SAU. Contrary to both the VCs
for SAU and MAS, the VC for KOR
has very few players involved due
to being a government-to-
government process, which has
streamlined the migration process.

The remainder of this section
focuses on recommendations to
lower migration cost and the time
taken to depart for foreign
employment.

Converting Upfront Incentive into
a Higher Monthly Salary and
Benefits Package

The findings of this study reinforce
the existing estimates on the cost
of sourcing FDW from LKA. For
instance Arab News (2013, 2015)
and Weeraratne (2015) note that
recruitment cost for a Sri Lankan
FDW in SAU is USD 4,222 to 5,270
(SAR 16,000 to 23,000). Similarly,
this study finds that excluding the
fees for agent in SAU, the
recruitment cost in LKA amounts
to about USD 3,472 (LKR 500,000).
Nonetheless, this recruitment cost
for Sri Lankan FDW is not very
competitive, as the comparable
cost for a FDW from the
Philippines - LKA's closest
competitor, is a much lower USD
3,694-5,013 (SAR 14,000-SAR
19,000) (Arab News, 2013, 2015).

The monthly salary of Sri Lankan
FDW in SAU is approximately USD
237 (SAR 900), while Filipino
workers earn a much higher USD
396 (SAR 1,500). As such, it would
be beneficial to minimise the
recruitment cost borne by the
employer in SAU by converting the
upfront incentive paid to the
migrant and family into a higher
monthly salary and benefits
package. Such monthly
disbursement of incentives reduces
the high cost of sourcing workers
and staggered disbursement of
same encourages workers to work
for a longer period of time.
Additionally, lower upfront payment
minimises the risks to the
employer having to pay upfront for
an unseen worker who is scheduled
to arrive in four to eight months.
Moreover, this also addresses the
adverse implication due to
employers feeling they ‘own’
migrant workers as a result of the
high investment made (Open
Working Group on Labour Migration
and Recruitment, n.d.).

Reduce Opportunity Cost to
Migrate

Contrary to the long wait time of
four to eight months established in
media (Arab News, 2013, 2015)
this study finds that the average
wait time is much less at 30-45
days. The findings of this study
shows that wait times in LKA
are more consistent with the
lower bound estimates for the
Philippines (20 days to six months)
cited in Arab News (2013, 2015).
From the employer's viewpoint, a
longer wait time for a migrant
worker to arrive in SAU increases
the opportunity cost of the money
already invested in the process. As
such, it is important to explore



measures to minimise the wait time
for Sri Lankan migrant workers to
SAU. One important way to
minimize the wait time is to reduce
the number of visits/interactions by
potential migrant with key players.
Presently the VC to SAU involves
many actors. By combining two or
more functions or services
provided by stakeholders, time to
departure can be reduced. For
example, in order to reduce the
time and opportunity cost borne to
acquire credentials/documentation,
the best solution is to house two or
more facilities in the same location.
An ideal candidate for this is to
house a medical center at the
training center or arrange for a
mobile medical unit to visit the
training center on first day of each
training to carry out the medical
testing. This will reduce both the
financial and opportunity cost of
migrants going to two places.

Amalgamation of Functions of
Sub-agent to Agent and
Streamlining the Migration
Process

It is important to note that changes
to certain aspects of the migration
process of housemaids to SAU
would not lead to decreasing the
recruitment cost for employer.
Specifically, reduction in costs in
LKA would not feed upstream to
reduce the upfront payment to
employers. Likewise, other
suggested changes would also
reduce the cost borne by
stakeholders in LKA, but not
necessarily mean that the migrant
would receive a higher incentive
payment. It is most likely that the
middle men in this VC would
benefit, rather than the migrant or
the employer.

In this context, a viable option is to
amalgamate the function of sub-
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agent to agents and streamlining
the migration process. As noted in
HRW (2007) and Open Working
Group on Labour Migration and
Recruitment (n.d.)., the operation of
sub-agents is unregulated and
informal leading to many issues
stemming from asymmetry and
inaccuracy of information. The layer
of sub-agents is established within
the migration industry to increase
the penetration of agencies to the
grass root level. Along with this, the
sub-agents also perform a function
of facilitating the migrant in the
migration process by
accompanying her to training
centers and obtaining visa,
assisting in acquiring required
documentation etc. In order to
decrease the length of the VC, the
sub-agents' functions can be
transferred to agents and migrants
by the SLBFE and the MFE by
increasing awareness of potential
migrants about the possibility to
directly approach agents through
the use of media and development
officers in the locality. The
government institutions together
with the ALFEA could work
together to enhance the trust a
potential migrant places on an
agent, so the need for a sub-agent
is minimised. Moreover, sub-agents
can be brought under agencies to
improve their accountability by
limiting the number of sub-agents
working for a given recruitment
agent. Additionally, decentralising
the operation of the SLFBE to
regional offices would increase the
possibility of migrants navigating
the migration process with their
own family members instead of
relying on the services of a
sub-agent.

Medical Tests

As noted ILO (2013, p. 30) the
issuance of medical certificates to

SAU is limited to a few medical
clinics, which leads to an
oligopolistic situation that is
reported to inconvenience
prospective migrant worker and the
recruitment agency, disturb the
speedy migration process, and
violate the fundamental rights of a
recruiter or a migrant worker to
obtain such a medical report from
any registered medical clinic. The
opportunity to create more
competition for medical certificates
to SAU by relaxing this requirement
to other established clinics is
another possibility to decrease cost
and time taken to obtain medical
clearance to SAU. A similar
scenario is evident in the case of
the VC for KOR also, where only
two medical centers are authorized
to perform medical testing. As
such, opening up more competition
for medical testing in both SAU and
KOR VCs would lead to reducing
costs of migration.

Re-evaluate the Need for FBR

The need for a FBR also
contributes to delays and costs to
potential female migrants, while
those not recommended for
migration tend to seek fake FBRs.
For instance, in 2015 it is reported
that 22 DOs were interdicted for
preparing fake FBRs (ITN News,
2015). Stakeholders inform that a
fake FBR costs about USD 174
(LKR 25,000). Interestingly, there is
a momentum in LKA to reevaluate
the validity of the FBR requirement
with the possibility of repealing
same.

Recently, there has been a public
interest litigation filed seeking an
order to suspend the FBR Circular,
due to its discriminatory nature
against women based on their
gender, age and marital status
(Sooriyagoda, 2015).
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Staggering of Training
Programmes

Currently, migrants shop around
training centers to find the earliest
training programme to meet their
departure deadlines. If the training
centers schedule a training session
staggered throughout the year, this
will ensure the availability of a
given training programme
somewhere in the island at a given
time. Such coordination would
contribute immensely to decrease
the wait time of a domestic worker
from LKA to arrive in SAU.
Additionally, the quality of training
appears to vary according to
FGDs/KlIs and those interviewed
stated that the training center in
Pannipitiya as the best one. Given
that all training centers in the
SLBFE system offer the same
curriculum, the SLBFE should take
greater efforts to ensure that all
centers provide a similar quality of
training through provision of better
human resources. This will further
facilitate the likelihood of potential
migrants freely choosing among
alternative centers despite the
locational differences.

Maximum Chargeable Amount
for the Korean Language
Training

In the case of migrants to KOR,
this study finds that the recruitment
cost for low skilled workers is about
USD 1,479 (LKR 213,000) and the
process takes about seven months
to three years. These financial and
time/opportunity cost estimates
arrived in this study are
comparable to existing estimates
for EPS for other sending
countries. For instance, as cited by
Kim (2015), Friedrich Ebert Stiftung
(FES, 2011) shows that 30% of
EPS workers had a wait time of
one year before departure, and 27
% waited for two years. In terms
of costs, nearly a quarter of those
surveyed by FES (2011) paid USD
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500-1,000 and 1 in 4 paid USD
1,001-1,500, while 21% paid over
USD 2,000.

However, as noted by Kim (2015)
the purpose of establishment of the
EPS system is to minimise the
financial burden experienced by
migrants in the form of exorbitant
fees they would be obliged to pay
most often to private recruitment
agents or similar middlemen. As
noted above, the fees paid by Sri
Lankan migrants are in the upper
range of costs discussed in FES
(2011). This reveals that cost of
migration to KOR could be further
reduced. In order to reduce cost of
migration to KOR, one measure
would be to introduce a maximum
chargeable amount for the Korean
language training along with a
minimum duration, in terms of total
number of teaching hours for a
training course. This would limit the
possibility of some migrants feeling
they over paid for the same
language class (USD 111, LKR
16,000) when their peers paid a
much lower rate (USD 69, LKR
10,000). Though not considered
under this cost component, the
longer overall duration in classes
lead to higher opportunity cost,
while short per lesson duration over
a longer period of time leads to
higher transportation costs and
opportunity costs.

Administrative Inefficiencies

Despite the relative low direct cost
of obtaining a CID Report at USD
3.74 (LKR 500), the associated
indirect costs are a high as result
of administrative inefficiencies like
limiting of issuance of 300 reports
a day. To address this issue, the
administrative capacity at the CID
should be increased or a simpler
application process such as an
online application ought to be
introduced to reduce the wait time.

Better Aligning of Local and
Foreign Training Programmes

In terms of pre-departure training, it
appears that the mandatory
residential training conducted in
LKA and the mandatory Post-
Admission training conducted in
KOR overlap. Aligning the contents
covered in both training would
contribute to decreasing the
duration of all training and their
related costs. Similarly, the medical
examinations done prior to and
upon arrival in KOR appear to be
somewhat repetitive. Despite the
fact that the medical test on site in
KOR would be required to prevent
any possibility of fraudulent
medical records, addressing the
redundant nature of medical tests
could contribute to lowering costs.

As in the case of the VC to SAU,
the monopoly for pre-departure
training for KOR held by the SLBFE
contributes to a tradeoff between
cost and quality, while the different
cost components charged by the
SLBFE lacks transparency which
needs to be re-examined.

Need for Malaysia Specific
Pre-departure Training

In the case of low-skilled migrants
to MAS, the cost to the migrant is
roughly USD 1,049 (LKR 151,075)
and the process takes around one
month, which is comparatively
shorter, reducing the opportunity
cost associated with being
unemployed for a long period of
time. According to the agents,
MAS's market for low-skilled
workers is very promising. The
demand for Sri Lankan workers is
influenced by the performance of
past workers. Hence, workers
should be educated and informed
about their service requirements
and contract prior to departure (i.e.
on payment agreements). This is
also linked to the training that the
migrants undergo in LKA.



Currently, the five day programme
allocated for Malaysian recruits is
common to non-domestic workers
to all countries. However,
Malaysian jobs require particular
training requirements, i.e. training in
working long hour shifts in large-
scale production factories. Many
interviewees suggested introducing
a training programme similar to that
of KOR for Malaysian migrants,
including both physical and
technical training are necessary for
the job. Lack of destination
specific training results in migrants
finding it difficult to cope with
Malaysian factory environment,
which sometimes lead to premature
repatriation. In such instances, the
company and agents lose
substantial levels of resources
which were invested on the
candidate.

Breakdown of Migration Costs

Another recommendation would be
to give the migrant a breakdown of
the entire cost, so that they foresee
their expenses and make informed
decisions about accepting the job.
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Furthermore, at the time of data
collection, there was a discrepancy
between the SLBFE registration
fee for MAS bound migrants by
gender. However, the validation
meeting revealed that it has now
been rectified and a uniform fee is
charged.

Setting up of a Separate Division
with the SLBFE Focusing on
Recruitment to MAS

Currently, the recruitment agents to
MAS seem to have more control
over the process than the SLBFE,
unlike in the Korean VC. The study
affirms the need for a separate
division in the SLBFE, similar to
that of KOR, to monitor Malaysian
recruitment and facilitate a lower
migration cost; a separate division
for Malaysian recruitment would
also promote employment
opportunities in MAS.

Need for National Survey on
Labour Migration from LKA

In conclusion, it can be said that
SAU, KOR and MAS low skilled VC
chain is complicated involving a

number of agents and processes
which add to the cost of migration.
While these costs are burdensome
to migrants to KOR, housemaids to
SAU leave for their jobs with little or
no cost to them. In fact, they
receive a lump sum of money
before they actually start their work
in SAU. Nevertheless, they spend
considerable time in going from
pillar to post in obtaining the
necessary documents to migrate -
inefficiencies in the system which
can be reduced and opportunity
costs for both migrants and
employers. The opportunity costs
also appear to be problematic in
the case of KOR VC. In this
context, future research can
include a nationally representative
quantitative survey, such as those
carried out by the thematic working
group (TWG) on Low Skilled
Migration of KNOMAD, which would
complement the qualitative findings
of the study and better capture non-
financial costs of low skilled
migration.
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