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ngth Research Paper

national remittances and well-being in Sub-saharan
| Africa

ael A. Ajayi’, Mukaila A, ljaiya®, Gafar T. ljalya’, Raji A. Bello®, Mufthau A. tjziva’ and
Sidikat L. Adeyemi’

'Depariment of Accounting and Finance, University of llorin, Nigado.
*Department of General Studies, Federal University of Technulogy, Minna, Nigerin
*Departmien of Econamics, University of Barin, Migers,

*Depariment of Business Adminisiration, Linlversity of lkrin, Horin, Migeris

Accepled B Juna, 008

niper axamines the Impacl of international remillances on well-being In sut-Saharan Alrice, using
of cross-country dala drawn from 38 countrles and a muliple regression analysis. Tha resull
ned from the analysis indicates that Inlernalional remittances have fo Some extent contriuied Lo
mpravemenl of well-being In sub-Saharan Africa. However, for inlermational remillancos fo
nug o be relevant to the weil-being of the people of sub-Saharan Africh, measures sicl o5 sound
seconomle policy, fledble financil sector infrestruciure and low transaction cost of fund
fers, conducive investment climate with stable political environment, adequate checks on the
ence of money mundering, greater rangparoncy in the wanster of fund bebwoon the sender, the
irsing agent and the receiver, adequate protection of the customers, financial socurity and risk

gement praclices wore suggeated.

vords: Remillances, wal-teing, Alrca,

JCTION

nal remillances are financial assislance from
Iviey |noother cosntries 1het arfe hardly noticed
isged a8 Imponant componems lor poventy re-
nd eqonomic develeomant, eapecially in loss de-
munirles, For instance, In 8008 alona the ioal
nzl remilfances to less developed counines wes
3.9 billien which accounted for aboul 3.6% of the
imesiic Prodist (GOF} of these countries and
5l sources of domestic finances atter diFect foe-
stment (Ratha, 2005; id21 Inskght 2006 Worlkd
J18a; World Bank, 20080). In sub-Saharan MArlca,
ambunl of imlermational remilances was S10.8
2007 which was 1,8% of the GDP (Woarld Bans,

AL intemational remiltances are known 1o have
I tha reciplent courtry's income and conswmp-
increase the counly’a foreign exchange reserva,
posilively on saving and investment, 11l people
vedly and had an equalizing effecl an the distr-

nding suthar: E-mall! glijalyad@ymboo.com, gijalyesd
im.

piitton 0f Income among Socio-Gesnomis qroups JGhim-

mowu. &l al, 2005; Ratha, 2005, Samler and Maimng,
2005). Howewvar, this signilicant importanca of ilernalic-
nal remittances could nol be autheslicalsd in Sub-saha-

ran Africa, espacially when Enked fa the wel-being of the
pedgle withoul testling the valiclly 0! 1o caim. As gn gl
farl & dolng this, a number of fuesiions thal are crifical fo
ine understanding of the impas) af iMormational remiglzn-
caes on wel-belng i paricular and ecanemic develop-
maril in generel were raized, One ol such guastion #: Do
international remitances bave any sicnificant impact on
well-being in sub-Saharan Alrica? This guaston s what
Ihiz paper Sowght answer for, Wsing a ot of cross-county
dala drawn from 38 counines in sulk Baharan Alvics and
A mullipts regrassion analysis.

Conceplual Clarificaion: International Asmitiances
and Well-being

International Remittances
This secton reviews the varous concopluzl issues thal

arg rolgvant bo the papar. Exislag lilsmiore oo interma:
tional [emillances and wall-being are cenfendd on e de-




¥ consequences and the trapd aof Inlerna-
s and the intcalara of well-bieing. Drawn
the fiterature, imernations remillances are
red [0 as posiions of Lhe SAmING an immi-

relatives back home, oien referred to gs
wndry {id21 Insight, 2006; Biiler, 2007 Wi

They are akso said 1o be stable and lEasl
s of loreign exchange eaming far develap-
aspecially whan comparad 1o capidl flows
1 during favorable economic Cyoles and fal

remiflances are usially detarminisd by tha
8 in thy recipiant counlries;

nemic policies with NHaxibie foreign ex-

ancial seclor infrasiricture snd low lran-
lund Iransiers,

mmational labour moiliy.

I debd redative tn GOP,

Investment climate with slabie politesl ep-
ram cormption.

ness

iF inequality,

rant workers are forced 10 retum 1o their
Chami et al,, 2005; Gupta, 2005; Ratha,
nd Maimbo, 2006; Karpowicz, 2008 Mery-
free, 2008 Aeachs and Gradeka, 2007,
1. 2008; Lopez et al, 2008)

nifve also shown 1al intematicnal ramit-
Nt he recipients' income and incroase
lorelgn exchangs resources. if infernatio-
are Inveslad, they coniribuie 1o outpl
are conzumed, they generted posilive
i Intemationsl remiflances are size bo-
B postive impacl on saving and Invast-
the other hand provide the fard currEngy
arlant scare inputs (hat ars nos avaliable

nilances may also serve as insurance
risk associated with new production achi-
also known |o have reduoed incame ine-
Zeople oul of poverly. For instance, fof
Bicn recolved from migranis working
3 Mallonal Product (GMP) |rereasad by
B9 and US§ 3.17. Heusehold BUMVEY [N
dicated that In the fafe 19808 and eatly
inal progensity 16 gave was highaer for in-
tational remittances (han lar dompstic ur-
Ittznces. Moraover, in Mexico mlernalio-
hava l=d 1o an equalizing ellest an the
ooma RMong social economic {1 oUps
iz-fArrang, 2005 Halha, 2005; Arowne
2007, Caldaron e al, 2n0g: Fajreyloar
Aiodta el al., P008a; Porz ar il., 2008),

amby [2005) saw the consequences o
itlances lrom thee prospective; macro-

A et Al 074

ECONCMICE, microeconomics and sommumal. From msg
Eroeconomica angle, nlarmatianal remitansgs cangliue a
major source of forelgn exchangs, niluence fhe aalional
balance of payirent, and represom & substar lizl shgra of
e gross dornesiie product inf many counifes. From -
CrOBLonomic angle, infernetional remitances are Income
Iransfar from relatively ficher 1o ralalively poor individus|
and constilute a family welfare systam (hat amsinening
corsumption, alleviatas Rguidity consiraint and piovides a
farm of mulual Insurance, IMermational remittances arg
mastly used primarily for oorsuUmMplicn and iryvestmen| in
hurman capilal {ecucation, lealth and holie: audrllian. In-
visshmant In land, livesioek and housing is alen rlativiny
enmmon bul secondary to satistying dily rerds a@n
megling expenses related 1o human capital. At iha com-
munal lavel, || iz undersiond that some Mugeante i parlk
cipate In diasporas, commumily or veligious gralp in the
trost country and send coleclive remillances (o the kome
communities, Citen, thesa inlermational remilancses Bip
collerted throeugh fundg FaiEng svents and asu applied 19 a8
range: ol investimeant, Including building or restavating sch-
ools or health centors (Meawlznd and Faririck, 2004
Adama, 2008; Abdih et al., 2008; Acosta vl al, P00k
Acosta el al,, 2008g),

Chimhowy el al, (2005} reftarates (har &l househokd le-
vel, mtemational remitiances have conuibulod W oinoree
B8 In inoome, cansumplion SMoothing, saving 2ng asset
Scoumibition (Nud and man-Suid assiots], cojisleral tor
loans, louidity in terms of crisis; improved sccoss o
health care services and bellar mdrition thal is ooiandis|
far improved produativities, creats EaR5Y BCOEsE M [Elar
eduction and redpced chifa labor, \ncreased socil ca-
pitzl and ahifity 1o parlicipate in social groups and activi-
tles, saving clubs and meney rounds, and mmprivied ac-
EEss o inlormation, Al tha communily leval, intemiationg
remillances have improved looal Pysical inliasteclure,
growii of ioeal commodity markets; dovelapment of loeal
capital markels, avallabilly of new services {2.9. hbusing,
relalls. frags, treavel and consinechion), developmaent ol
Maw devalopmen! institutions, changes to culiural prae-
lices, especially allifsde owards gl education. gengrg-
tan of local employment apportenities. reductios ol ing-
qualily balwoen households, pamicidarly fiar Pouse-
holcs, Al the national leved, Interational remittinces Mg
reduced inequalily among countfios as It deored offizial
aid transfers I some regions (Bouhga-Hagha, 2004
Guple el al, 2007 Acosta at al., 200Ba’ Accsta ml al.
200Rb; - Arosin e gl 20080, Bracking - and Hichikonyn,
20484,

Lt the conlrary, dependance on Witomations remi
lances will izave households Villnorable o changes in mi.
gralion cycles, speml on unproduciive - investmont anid
Shor-tert consumplion gains, adopl innovation ma| uil-
dhle for lhe local anvironmenl, Inercase WPCoURny bed-
ween householas with access to internationa) remitlanoes
ard 1hasn without, ransit nsgative cullural [Maolices |fiat
reduce beal qualily of life, reduce GOP when thare ara
Mucluations in exchange rates, increasa tha frowtis 8 (o




), Bcon. Ind. Financ.

reign exchange maskets and money laundsring
W et al, 2005),

the lrend of International remftances In Sub-
frica are hard 1o come by becsusn official inter-
umiAlances data for Iha reglon do nol show a ra-
opartional rse in International remitances, The
5 probably reflacted In growth ol unrecorded
il remittances—composed of wn-captured for-
and fiows through informal ranster channsls
i Maimbao, 2005)

af ihesa difficullies, a number of studies had
T in providing the Irend of Intermational remit-
sub-sahatan Africa. As indicaled i Table 1
#e Malawi and Sao Tome and Principe had the
ow el Intsmational remittsnces in 2007 (about
This rale could be said 1o be n consanance
e of emigrants recoeded that year in the coun-
coumiry with the highest inflow ol ntsrnational
=5 in 2007 was Nigeria with aboul $3329 milllon,
¥ Sudan with §1157, Al the sub-regicnal isvels,
an Africa received & relatvely small share of
@l remillances ($ 10.8 hillion) from migrants liv-
2 the reglon. Reasans that might have scoount-
i include; relative high lavel ol domestic and
nal migralion to wlermational migration, Ihe
ol the regions’ economy thal have made for-
i sound economic poliches, difficult, poor state
lens' financizl gector indrastructura, Bigh an-
st-of fund transfer, high rate of comuption and
Adbility (Sander and Maimbao, 2008),

|

s synanymous wilh goed quslity of life which
aterial wid-being ofien sxpressed as RAEwving
adily wefkbeing which includes biing strang,
i8 right frame of mind snd looking good; sonial
which includes caring for and setiling children.
trespedt, peaca, and good relations in the fa
he community; having security, which includs
. & zafe and secure erwironment, personzl and
zcurity, &nd confidence in the future; and hay-
m ol choice and action, which include being
Ip other people In e commusily iMerayan el
2000k,

Ihe key indicators of welbeing ara: rate of po
apectancy & Lirlh (years); adull (eracy, ac-
wllh care services; access (o safe waler; ao
Wation; infant marality rate; malormal moradly
dlence of mainutition. poputalion eslimales;
iongl Producl (GNIP) por capita [ADE, 2007a,
rid Bank, 2008b).

“averty; Agar from the use ol GNP per capila
daterminivs the rate of poverly in a particular
e percenlage of peoplé living on kess fhan 31
a day (PPP} al 1595 infemational (parchasing

power panly) prices is glso used, Thal s, a pemon is said
to b poor it heor she ives in 8 housetold whoss 16t in-
COMa or consumplion per capila is less than 81 (U5 dol-
las) sl ks, havshe livas below [avarty kno

ii] Lile expaclancy Bf birlk (years): This i tha number of
yéurs 8 mewhom infamt woukd live if rrevasiling patterns of
mortality &l 1he tme ol its binh were fo B he same Mo
ughow his life.

iii) Acull lteracy: This i the propartion of adults age 15
and above who cannol read and wide 5 shodl simple
slalement on their evensday (ife.

W) Accese 0 health care servicas: This = measurod by
Ihe share of the population for whom frealment of com.
man dissases and injuries ncluding eseontial drisgs an
the naticnal list s available wilhin ons-hour walk or Iravel,
v) Access o sale water: This shows: o parcentage ol
he- population with reasnmabie access o adsquate amo-
unts ol safe water (including fresled sufacs walars 0 Lin-
treated pul uncontaminaied waber from Saiiroes such as
BpMNgE, sanitary wells, protected bore-hales and 1aps, In
urnan and rural &eas 8 source must nol bu more han
200 meters away and members of the housshod do hol
have to spend a disproporionate past of tha day fetehing
Waler

vi} Infant mortality rate: This is the number ol deaths al
infant under 1 year of ags per Mhousand Hve. birks in #
Qiven yaar,

vil) Maternal morfafily rate. This is the nwnber ol lemale
deaihg that oceur In pregnaccy and wunodiziely - aller
childoirth per 100,000 fve blihs.

vii) Grogs Mational Product (GNP Pay Caplta: i is the
ralio of the country's folal population 1o ihe tatal naticnal
incoma, convéred 1o US doliar using lhe Wend Bank's
Aflae method

DATA SOURGCE AMD METHODOLOGY

A crosz-cownlry disia drawnrom 38 coufliles o Sob-sanarea Alrios
for the pencod 2007 wars us=d. The verlstles considered far ine 5iu-
Op were wall-being procded by e exposiancy @ Gl Lymars), wlsr-
ralional ramilances, mie of iygraton and e raie af insgualiy.
Tha dale wera abiaingd ram the Alrizgn Dewalapman Bank Selon-
ot Gialistiss an Adfsan Counbiies fnr BOOT, Alnicon Dawslspmioni
Bank Giender, Povory gad Ernvironmanial Irdicaices an Alrican
Cauniries sisa for #2007, Popuialion Fatereoce Burnal Wodd Frapi-
hilicn Dala Sheet kee 2007, Wiorid Bars ‘Warkd Sigeaticn acd Hamili
lances Fecl Boak 2008 and Wold Bank Davebopenond nchcaloes Tar
the year 2000, .

I Ihe corse of delermining tha iimgact ol intinationad ramilian.
can on well-being in Sub-seneran Alrici, & linse regressiong AdIEp-
5i5 ol ihe Cedinary Lass! Stjuare [015) was ween

The lirsl stap 0 he use ol 048 melhed & ip cpesily e mods|
Following Adama. and Paga {20057 imelbioe ol Esliifinleng (e enpast
of migration and remiltances an, powery, w0 soms rddicEdan,
b micede] [of s giucly was glaled a5 Indows:

Wit =l [IRENL MG, IMNEDE) i1
Winen branslormad inta ‘a lirear aopaiion, (e mido (g Secdmes:

T Dl e LRER, + Babdl G = [LINED, + U (¥l




Table 1. nlemalionsl Aamitances in Sub-Saharen Alricy and olbor Hegions 2007,

Aiayl & al,

2] lation GHA (5 Par.  Remiitances  Emigrants
Country/Sub-Region ?I-I::-Illmnl mumima ET:M s IIII'.IInn;!: I"?Dﬂl
Angols 15 30 19890 y 513604
Bonin a7 4.7 B0 I7a SOBEAD
Balswana 1.8 g7 AA00 110 A7BD
Biwking Fazo 14 i) 440 50 11271758
Buorundi B THE 106 < 515477
Cameroon i7 14 10ED 104 31165
Ceps Varda 518 i1 29380 143 111493
Conirad Alrican Regublic 4, 15 360 148557
Gl 10 h2 480 = 181442
Comruang B4 401 G600 12 KR
Cangt Democrelic Republ 53 & 120 - SFIEES
Congo 1.1 4.5 BS540 11 1944073
Gota dvalne 18 ia BTG 176 1517885
Dijiboxis andg B3R 1060 2B 130
Equatorial Guines 515 5.4 BRSO - 92843
Erlirea 4.5 1 200 - HAHE1G
Elhlapia ra 13 180 160 ANSRPS
Gaban Pt 7B a00M 2730
Gambia 16 400 310 B4 NEvER
Ghane 23 13 i 108 aGE0E
Giulnea gz 3.3 410 q A30HAS
Guirsa Bissau 1.6 295 180 b-11) 1164124
Konye a5 &1 5BD 570 427EE
Lesalhn 1.8 1B EV am R LT
Licedia i4 404 140 . HIGTE
Maziagascer 15 54 24l 11 161344
dARIaL 13 23 176 1 aaeEy
Mali 14 f.1 440 142 1214042
Muuritania ag 28 740 2 R4
bauriliug 13 6.5 5450 215 B34
Mozanminious 20 6.4 340 i ey
Peamitia 2 6.3 2240 17 15101
Migar 14 16 26D a7 437 Bd4
Migeria 145 103 BAD 3a2g HAGE32
Rwanda g2 25 250 24 105104
San Tome & Principe U160 20 Tan 1 21764
Sanegsl 1.2 B4 40 a7d A3z
Saychallas .86 AR &80 is L1541
Slerra Laane 5.8 T4 240 34 JHSIG
Somesa BS - . 441417
Zauth Africa v 280 B2ED 7a5 ET
Sudan 3 34 di0 1157 E47120
Swazlland 14 o7 24739 d Qnan
Tanzania 3 13 350 14 1HETES
Togo 6.3 2z asn LEEH X200
Upgareta 3 Ge 300 BE6 154743
- 2ambin 12 10 B3 55 | SEE0
Zimbatren 13 i 24 - TBt220
Sub- Saharn dirica Y GeA B2 108 15,0
East Asla end Facilic 100 3E4y 1863 580 b

0o




4 Ecan. iny, Finane,

Tabla 1. Con
Eurgpaan and Caniral Asig 4ED
Latin Amerian and Casrthean 585
Middle East snd Mostr Afnics ais
—South Azla 1483

242 4ok

Sairss: Ward Bank 20045,

Wel-biing orosing by lir= Fpeclancy ai birin UFRAFE) o aech
i

= Inernaliong romsitancas Prosied by

b rabio af
il namluan:ae_i: 1o G i pach Loy,

= Aalg o} inaguaisy broxied by Ihe iy indes i eann Eoun-
infaisapn

1 =The esiimation PRIIMERDS fnntiaia with jhe irdluence

apatident variables (RER, MG, INECL) on i dep=ncian
T WE,
OVTEF Eerm.

nile tha model muliipde. reqression BRI EE WES USed in
rafiect tha Sxpinalory fshws of Ine vanables, To verily |he
W iNe rnogel, tag MBS evakizlion criaria ware usas

1 freen the model, ouwr = PriCe exfecialions o tha EXDED]-
i of Behavkiue of the IndEpsinden veriphles (IREM; MIG,
n ke dependent varighls VWE warn IHEM, & O, MG =,
I, &n inclcalicn Uil ihe mare iha llow of infarnatinns il
K megrdlion {he more iha wall-Being in subegaksran Adrizg

mMOE L rele of nequatty, fhe loss tha well Dedng in gus-
hirkza.

TS AND DISCUSSION

its of the muiple regression analysis conduciad
8l of significance aro Aresented in Tabis 5
at the model shows (hat the 1% jg .53, which |n
fds means Inat varlation in ihe dependent variy.
plained by the explanalony variables, whilg the
n lake dare of the TEMalning 413% which are va-
the: Bty thay can naol ba intluded in fie modgl
of cerlain quatistive featuras. Al 5% leved of sig-
the F-atatistic show thal he model s usedul in
ng Il the axplanatory varables hayve gy signif|
INca on the dependent varable 23 the CompUder
Which is 16,7 s grealer (han the tabuiajad &
dued 3t 7 51,

48 476

260 4767 545 5.9
Bi1 2481 285 bS]
1138 ST 1 S 1 |

Table 2. Rpgessan asuly of Irdernatanal Bams
Fancos and well-baing iy Sab-Sahaan Afvica

Co-etficisnt

Baacss estimatos snd Lyalies

Inlereapt (1) 53 (a7 )

IREM (1) : 453 (1.7

MG, (1) 0,22 i1.63)

INECH {1} Gorj-Gua)e

R* b Ef

F 16.7
Mo, ol Dhs-e‘.-.r-.-wu__ -

* Bignilizang ai 54 saue) - Sigrdiconl & 1%, vl

Holding migraton ang inequalily constan, the co-efl
clenl and the associated t-value of Internalional remitigs.
“ek Is directly related 1o wak-being in Sub-Saharan Afri
i, thus fultilling odur B-priorl vapesiaiin, Slabisticalty; in-
temetionsl remittanoes are sagnificant el 10% lavat of sia.
nitlcange, The PoSilive signs = oan indication 1hat IMerna-
tonal remitiances have retalivaly conitibided fo the im-
frovemsnl of well-being in the Sub-rogion, which i (n
contormily with |he studias oy Giiliara and Rute-Arranz
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