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Background
Globalisation of trade, capital and migration increased the demand for cross-border payments

In 2020 the G20 endorsed the Roadmap for enhancing cross-border payments

Specific attention has been paid to the remittance segment:

• Cost up to 14% in some corridors according to WB

• Delays in fund transfer impact recipients

• Reduction in access due to bank de-risking

Focus on Fast Payment Systems as a tool to improve domestic and cross-border payments:

• Benefits to end-users (increased financial inclusion, less reliance on cash, additional financial services)

• Interlinking arrangement to expand domestic benefits to cross-border dimension



Research question

Does the implementation of an FPS in a jurisdiction have an impact on the cost of 
remittances received by that jurisdiction?

The literature already found some benefits:

• FPS improve efficiency, transparency and competition in the market and can act as a catalyst 
for technological innovation

• FPS are associated with a reduction in cash usage and an increase in the number and 
frequency of small-value digital payments

• The adoption of FPS is associated with improvements in financial inclusion indicators



Data overview
Remittance Prices Worldwide (RPW) by the World Bank:

• Quarterly, from Q2-2016 to Q3-2024

• Granularity at the firm level; info on speed, payment instrument etc

• Cost for  $200 and $500 split into Fee and FX component

• 49 Sending and 105 receiving countries summing to 368 corridors worldwide



Data overview - 2
We complemented WB data with information on the presence of an FPS



Descriptives
Average cost of a $200 remittances by FPS presence



Methodology

The quarterly cost, expressed as percentage of the amount sent, for
sending a remittance from country i to country j through PSP p at time t
collected using method m



Methodology

Binary variable indicating whether receiving jurisdictions j has an FPS at
time t. This variable varies only across years and not quarters.



Methodology

Numeric variable representing the number of hours required for the 
remittance to be credited to the recipient (in logarithm). In the original 
dataset, this variable is categorical: “Less than 1 hour” is 0 hours. “same 
day” is 24 hours”, “next day” is 48 etc



Methodology

Set of control variable,namely: per capita GDP and remittance inflows.
These variables varies at a yearly frequency.



Methodology

Set of fixed effects namely: corridor x calendar quarter, PSP, collection
method, time (year and quarter).



Results - 1
Regressions on the “treated” sample

• Regressions ran only on the set of 
jurisdictions where there is an FPS

• Reduction of cost after the implementation of 
FPS

• The extent of the reduction diminishes as the 
set of control increases

• Negative relationship between cost and 
speed 

• Time fixed effects erode the FPS dummy 
effect



Results - 2
Regressions on the “treated+control” sample

• Regressions ran on an extended sample, 
including jurisdictions without FPS

• Previous results are confirmed

• Time fixed effects do not impact significance 
of results



Results - 3
Geographical heterogeneity

• Model with the largest set of 
control applied to regional 
observations 

• Treatment is regional, 
control is global for 
comparability

• Significant heteroegeneity 
across regions

• LATAM no effect, SSA 
smallest effect



Results - 4
Testing the competition channel

• Largest set of controls 
considered

• Treatment is regional, 
control is global for 
comparability

• Average number of firms per 
corridor with a fixed 
receiving country

• General increase of the 
number of operators after 
implementing FPS 

• Strongest effect SSA



Wrap up
• Jurisdiction which have an FPS show a reduction in cost of received remittances which 

ranges between 0.2 to 1.3 percentage points of the amount sent

• This effect is geographically heterogeneous 

• Instrumental variable approach show that the reduction in the cost of remittances 
seems to be driven by an increased number of PSPs supporting the idea that the 
domestic implementation of an FPS stimulates competition

• Speed and cost of remittances are in a negative relationship. Improving both can be 
challenging

• Arrangements such as interlinking can amplify benefits of FPS to cross-border payments



Thank you for your attention!

Alberto Di Iorio

alberto.diiorio@bancaditalia.it



Results - 6
Average number of PSPs serving corridors in MENA region



Results - 7
Estimates for 500$



Results - 8
Heterogeneity across regions for $500 remittances



Results - 9
Instrumental variable approach for $500 remittances
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