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A b s t r a c t

iven the dominance of remittances as the main 

Gsource of foreign capital, along with enhanced 
economic growth in West Africa, the goal of 

poverty reduction which resonates with the United 
Nations first objective of sustainable development goal 
becomes poignant.  The goal of this study as it were is to 
assess the relationship between migrants' remittances and 
economic growth and poverty reduction in selected West 
African countries: Nigeria, Ghana and Senegal. The study 
which secondary data sources covered annual data for the 
periods 1990 to 2022, using a panel autoregressive 
distributed lag (PARDL) co-integration test technique. The 
co-integration relationship shows poverty gap index, 
remittances,  economic growth, inflation rate,  
unemployment and foreign direct investment were co-
integrated. The empirical findings revealed that migrants' 
remittances and economic growth have significant 
negative effect on poverty in the long-run, consistent with 
a priori expectation while inflation revealed an 
insignificant positive effect on poverty in West Africa in 
the long-run. The PMG's speed of adjustment parameter 
(ECT) is rightly signed and statistically significant at 10% 
level, reinforcing co-integrating relationship. That is 31% 
disequilibrium in the short-run is corrected annually in the 
long-run. The study therefore concluded that remittances 
and economic growth have decelerating-effects on the 
level of poverty in West Africa in the long-run. The study 
recommended, among others that (a) Governments need 
to substantially strengthen and synergize remittances and 
economic growth as poverty alleviating factors in West 
Africa; that remittance recipients need sensitization on the 
need to channel such funds into productive ventures and 
policies mandating them to do so should be enacted and 
implemented. Finally, that economic growth in the 
selected West African countries should be inclusive.

Keywords: 

Remittances; Poverty 

Reduction; 

Economic Growth; 

Long-run 

Relationship; 

Selected Countries

Corresponding Author:

Samuel, Paabu Adda

Vol. 8, No. 1

November, 2024
IJSRHLIR

International Journal of 
Scientific Research in Humanities Legal Studies and International Relations

p-ISSN: 2579 – 0986 | e-ISSN: 2579 - 0994 

 https://internationalpolicybrief.org/international-journal-of-scientic-research-in-humanities-legal-studies-amp-international-relations-volume-8-number-1/

https://internationalpolicybrief.org/international-journal-of-scientific-research-in-humanities-legal-studies-amp-international-relations-volume-8-number-1/


IJSRHLIR | p.211

Background to the Study

Migration in West Africa reects a complex interplay of historical, economic, and socio-

political factors, resulting in patterns that are both internal and cross-border. This region 

has experienced notably high levels of migration, often described as a quintessential 

aspect of regional integration, where individuals and families relocate in search of better 

employment opportunities and living conditions. Migration serves not only as a strategy 

for economic survival but also fosters social networks that sustain remittance ows back 

to home countries, contributing signicantly to local economies. As observed in broader 

African migration dynamics, poverty is frequently thought to be the primary driver 

compelling individuals to migrate, yet it is crucial to recognize that migration can also 

provide a pathway out of poverty and enhance household resilience. Furthermore, 

emerging evidence illustrates that temporary and circular migrations are predominant, 

particularly as migrants maintain strong ties to their home communities through 

remittances, thereby reinforcing interregional connections and development prospects 

(Ammassari et al., 2006). Understanding these patterns is essential for formulating 

policies that effectively harness migration as a vehicle for inclusive growth and 

development in West Africa, and for recognizing the rights and protections needed for 

migrant populations in the context of their often-precarious circumstances (Crush et al., 

2017).

The migration phenomenon is primarily driven by the exchange of remittances, which 

refers to the monetary, material, and intellectual transfers made by migrants residing 

overseas to support their families and communities in their countries of origin. 

Remittances play a crucial role in sustaining several households in the region by offering 

nancial stability, facilitating access to education and healthcare, and occasionally 

serving as the necessary funds for initiating small-scale entrepreneurial endeavors. 

Nevertheless, the ramications of remittances transcend beyond their direct beneciaries, 

as they possess the capacity to foster economic expansion and aid in the alleviation of 

poverty on a broader scale within a nation. The World Bank (2022) reported that migrant 

remittance serves as a crucial means of household income for countries categorized as 

low- and middle-income. Interventions aimed at mitigating poverty have been found to 

have positive effects on various aspects, including enhancing nutritional outcomes, 

promoting greater birth weight, and increasing school enrollment rates among children 

residing in economically disadvantaged households. The report highlighted that 

remittances have a pivotal role in enhancing the resilience of recipient households. 

The World Bank Migration and Development Brief (2022) reported a noticeable 

slowdown in remittance growth, with remittances to low- and middle-income countries 

(LMICs) increasing by about 5% to reach $626 billion—down from a 10.2% growth in 2021. 

Sub-Saharan Africa, especially vulnerable to global economic shifts, saw a more modest 

growth in remittances at 5.2%, reaching a total of $53 billion. Factors such as ination, 

rising interest rates, and currency depreciation contributed to this decline in remittance 

growth, particularly affecting countries with high remittance dependency, such as 

Nigeria and Kenya. The brief also anticipates a further decrease in remittance growth to 
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3.9% in 2023 if these adverse conditions persist, highlighting the challenges for 

households relying on these funds for essential needs like food, healthcare, and education 

(World Bank Migration and Development Brief, 2022).

According to the International Fund for Agricultural Development (IFAD, 2023), 

approximately 20% of individuals in Africa engage in the practice of sending or receiving 

overseas remittances. According to the World Bank (2020), migrant workers remitted 

approximately $85 billion to their relatives residing on the continent in the year 2019. 

Since 2009, there has been a signicant increase in the volume of remittances directed 

towards the African continent, with an almost twofold rise seen. Presently, these 

remittances constitute a notable proportion, surpassing 5%, of the Gross Domestic 

Product (GDP) in 15 African nations. According to the World Bank's report in 2022, the 

Gambia exhibits the highest remittance-GDP ratio in the West African region, with a 

recorded value of 26.8% in 2021. Following this, Cape Verde demonstrates a ratio of 16.8% 

in the same year, while Guinea-Bissau reports a ratio of 12.2% in 2020. Liberia and Senegal 

exhibit ratios of 11.0% and 10.5% respectively, both in 2020. Togo and Ghana follow with 

ratios of 8.6% and 6.1% respectively, both in 2020. Lastly, Mali concludes the list with a 

ratio of 5.7% in 2020. However, the signicance extends beyond the mere magnitude of 

monetary value. 

Remittances serve as a means of delivering monetary resources to individuals residing in 

impoverished conditions. Remittances are relied upon by a signicant number of 

individuals who are deemed vulnerable, serving as a means to fulll their fundamental 

necessities. According to estimates, over 75% of remittances are utilized for the 

acquisition of nourishing sustenance, as well as the provision of healthcare, education, 

and housing-related expenditures. Signicantly, almost 50% of worldwide remittances 

are sent to rural regions, which are home to around 75% of the global population living in 

poverty and experiencing food insecurity. More importantly, around half of global 

remittances go to rural areas, where three-quarters of the world's poor and food insecure 

live. Poor households, in particular those headed by women, are more likely to spend 

remittances to purchase essential goods and services (UNDESA, 2019).

Remittances remained a crucial lifeline for the poor and vulnerable people, helping to 

fulll their growing need for livelihood assistance all over the world with 78% of all 

remittances going to low-and middle-income countries globally in 2019, remittances 

outpaced foreign aid ve times over ($714 billion vs. $153 billion) (UNECA, 2020). In the 

year 2020, Western African nations were the recipients of a total of 27 billion USD in 

remittances. Nigeria, being the most signicant beneciary within the region, obtained 

around 64% of the aforementioned aggregate amount, which amounts to 17.2 billion. In 

2019, remittances constitute more than 31% and 22% of GDP in Liberia (FPA 2019) and the 

Gambia respectively (Jeffang 2020).

 

In the same vein, economic growth is the single most important factor inuencing poverty 

(Brian, Ward, Shanta & Alejandro, 2001). Several statistical studies have demonstrated a 
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robust correlation between a country's per capita income and its poverty indicators, 

utilizing several poverty measures including income and non-income factors (Bénabou, 

1996).  According to Dollar and Kraay (2000), an analysis spanning four decades and 80 

nations revealed that the income of the poorest one-fth of the population increased in 

tandem with the overall expansion of the economy as measured by per capita GDP. 

Furthermore, the research revealed that the impact of economic growth on the income of 

individuals living in poverty was, on average, comparable between countries with low 

economic growth and those with high economic growth. The relationship between 

poverty and economic growth has remained consistent in recent times, indicating that 

there has been no signicant alteration. Additionally, it was observed that growth 

stimulated by policy measures had equally positive effects on the well-being of people 

living in poverty as it did on the general population (Dollar & Kraay, 2000).

Understanding the dynamics between economic growth and poverty reduction is 

essential for developing targeted policies that foster sustainable development. Economic 

growth, characterized by an increase in national production and income, often facilitates 

improvements in living standards. Nonetheless, the relationship is not linear, as the 

benets of growth can accrue unevenly across different social groups. As highlighted in 

(LaRose et al., 2016), initial social inequalities can act as a crucial determinant in how 

effectively economic growth translates into poverty alleviation. Countries implementing 

redistributive policies, such as conditional cash transfers, demonstrate that proactive 

measures can enhance the growth-poverty nexus.

Many African countries, particularly those in West Africa have experienced a signicant 

outow of their populace to advanced economies worldwide, driven by the pursuit of 

improved employment opportunities and living standards for both emigrants and their 

families remaining in their countries of origin (United Nations Migration, 2020). The 

facilitation of this movement can be attributed to the elimination of most obstacles to the 

unrestricted movement of individuals, which occurred with the advent of the new 

millennium and the globalization of the global economy. This scenario has signicant 

implications for the economies of developing nations. On one hand, brain drain poses a 

challenge as skilled individuals migrate from these countries. On the other hand, the 

emigration of individuals from impoverished nations to more afuent ones result in 

increased income for both the emigrants and their relatives in their country of origin.

The emigrants have consistently and persistently contributed signicant nancial 

resources to the economy of West African countries as a result of their economic 

endeavors in their newfound countries. Based on the preceding information, it can be 

observed that remittances have emerged as the dominant form of foreign capital inow in 

this region. Additionally, they have played a crucial role in addressing the foreign 

exchange scarcity and mitigating the imbalance in the balance of payments experienced 

by these countries in the region. There is a prevailing belief that the inux of remittances to 

developing nations can contribute to the enhancement of individuals' income levels, 

thereby leading to an improvement in the overall living conditions of recipient families. 

This is achieved through the facilitation of both consuming and productive endeavors. 
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Nevertheless, if remittances induce a sense of complacency among beneciaries toward 

engaging in productive endeavors, there is a potential for diminished productivity within 

these nations. Consequently, this could result in a decrease in economic growth and 

ultimately contribute to an exacerbation of poverty levels. In the eld of economics, there 

exists a widely accepted convention that posits a causal relationship between low income 

and low levels of saving. This relationship, in turn, is believed to result in diminished 

levels of investment and productivity. Ultimately, this cyclical pattern culminates in the 

persistence of high levels of poverty. Despite the substantial inow of remittances, 

amounting to US$33.1 billion in 2022 according to the World Bank (2023), which if 

properly channeled can lead to alleviate poverty to some extent and support the families 

of emigrants, yet poverty continues to persist as a pervasive issue in the West Africa 

region. The prevalence of poverty in the region is steadily increasing. According to the 

United Nations (2022), there was a notable increase of almost 3% in extreme poverty in 

West Africa during the year 2020. According to the report, there was an increase in the 

percentage of individuals residing below the poverty line of $1.90 per day, rising from 

2.3% in 2020 to 2.9% in 2021. Hence, a preliminary examination of trend analysis revealed 

a moderately favorable and linear correlation between remittance and poverty in the West 

African region. The region has experienced signicant migration ows in recent decades, 

driven by factors such as poverty, conict, and economic instability. Many migrants from 

this region travel to other parts of Africa, Europe, and North America in search of better 

economic opportunities. As a result, remittances have become a vital source of external 

nancing for many West African countries. Despite the growing importance of 

remittances in West Africa, there is limited understanding of their impact on economic 

growth and poverty reduction in the region. West African countries continue to 

experience slow economic growth, despite receiving signicant remittances. This raises 

questions about the effectiveness of remittances in promoting economic growth. 

Furthermore, poverty remains a signicant challenge in West Africa, with many countries 

struggling to reduce poverty levels. The impact of remittances on poverty reduction is not 

well understood. This is perhaps owing to the fact that the remittance channels in West 

Africa are often inefcient, with high transaction costs and exchange rates that favor the 

sender rather than the recipient. This reduces the development impact of remittances. 

Though several governments in West Africa desire higher remittances to spur growth and 

reduce poverty, they have nonetheless been unable to developed effective policies to 

harness the development potential of remittances, including a lack of regulations to 

protect recipients, limited nancial infrastructure, and insufcient investment in sectors 

that could benet from remittances. It is owing to foregoing challenges encountered that 

this study aims to contribute to the existing literature on the relationship between 

migrants' remittances, economic growth, and poverty reduction in West Africa using 

sampled three countries, namely Nigeria, Ghana, and Senegal. These countries have been 

selected based on their signicant migration ows, remittance receipts, and economic 

development challenges, whereas the period of investigation is delineated from 1990-

2022: a period of 33 (thirty-three) years. The study shall at the end test the lone hypothesis 

that there is no long-run relationship between remittance, economic growth, and poverty 

reduction in West Africa
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Review of Related Literature

Conceptual Clarication

Remittances

International remittances are dened as payments made by migrants directly to their 

families or communities back home, either in cash or in kind, according to the United 

Nations World Migration Report (2022). A substantial body of literature exists on the topic 

of remittances, encompassing several aspects including their effect on economic growth 

and development, the factors driving their occurrence, and the decision-making 

processes at the household level. The existing body of literature can be broadly 

categorized into two main strands. While the second strand looks at the microeconomic 

features of remittances, the rst strand focuses on the macroeconomic determinants that 

affect remittance ows (Kpodar, Mlachila, Quayyum & Vigninou, 2021). Remittances 

have undergone signicant changes, particularly in the context of the COVID-19 

epidemic. These changes encompass various aspects, including the adoption of digital 

payment methods and a decrease in the costs associated with transferring funds from host 

nations to destination nations. Remittance is a term frequently employed to denote the 

monetary resources that expatriates transmit to their nation of origin using wire, mail, or 

online transfer methods. The economic importance of cross-border peer-to-peer fund 

transfers is signicant for numerous developing nations. Remittances have emerged as a 

signicant driver of economic growth in developing nations. 

According to Ratha (2005), the act of migrants sending a portion of their earnings back to 

their relatives in the form of cash or commodities is commonly referred to as workers' or 

migrant remittances. In many developing economies, these have become the main source 

of foreign capital due to their rapid growth in recent years. The transfers of money or items 

from one individual to another, or household, are called remittances. Targeting the 

individual requirements of recipients, these funds have a propensity to mitigate poverty. 

Remittances represent the nancial inows received by households from foreign 

economies, primarily resulting from the temporary or permanent migration of 

individuals to those nations. Remittances encompass both monetary and non-monetary 

assets that are transmitted through ofcial channels, such as electronic platforms, as well 

as unofcial channels, such as the physical transfer of money or products over national 

boundaries. These remittances primarily consist of nancial resources and non-monetary 

assets that are sent or provided by individuals who have relocated to a different country 

and have established residency there. Additionally, they encompass the net earnings of 

cross-border workers, seasonal employees, or other individuals engaged in temporary 

employment inside an economy where they do not hold permanent residency. 

Remittances sometimes serve as a signicant and consistent nancial resource for 

numerous economies, occasionally surpassing ofcial aid or nancial inows derived 

from foreign direct investment. According to Ratha (2005), remittances might potentially 

exert a signicant inuence on poverty alleviation and serve as a source of nancial 

support for the economic development of recipient economies.
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Economic Growth

According to Todaro (2000), economic growth can be dened as the expansion of a 

nation's aggregate production of goods and services or the augmentation of the quantity 

of such production within a specied timeframe. The concept of growth is widely 

recognized as synonymous with economic development, as it is quantied by the yearly 

percentage increase in the actual production of goods and services. In contrast, economic 

development is a concept that is characterized by a higher degree of complexity and lacks 

precise quantication just by monetary measures. There are numerous variables at play, 

all of which are connected to the existence of humans.

Poverty and Poverty Reduction

According to Guobao (2000), the terms "poverty" and "poverty reduction" have become 

important catchphrases in the global development agenda, both in terms of new 

international nance instruments and development objectives. Despite the widespread 

acknowledgment of the causes of poverty, there remains a dearth of a universally agreed-

upon denition, and the quest for effective solutions remains imperative. The multitude 

of perspectives from which the notion of poverty is observed presents a signicant 

obstacle in establishing a precise denition. This phenomenon arises from the subjective 

nature of individuals' perceptions, as what one individual may perceive as being poor to 

another individual may not share the same perspective. Furthermore, there is a difculty 

in discerning the demarcation between individuals classied as poor and those who do 

not fall under this category (Obayelu & Uffort, 2007). According to Bertha (2018), poverty 

reduction can be dened as the process of eliminating a signicant portion of individuals 

from impoverished living conditions. Poverty reduction, alternatively referred to as 

poverty alleviation, encompasses a strategic approach aimed at diminishing the 

prevalence of economic and non-economic poverty within communities, nations, or 

certain demographic segments (Marco, 2012).

Theoretical Framework and Methodology

Altruism Hypothesis

The literature has proposed the concept of altruistic behavior as a means to elucidate the 

motivational factors behind a migrant's choice to remit funds. The concept of altruism, 

originally introduced by the renowned French philosopher Auguste Comte in 1852, 

serves as a moral philosophy that he endorsed. The altruism theory posits that the sense of 

duty among individual family members has a signicant role in their decision to provide 

nancial support to one another, which can be observed in the context of migrant 

remittances (Becker, 1991; Stark & Lucas, 1988; Stark, 1991; Rapoport & Docquier, 2006). 

The idea posits that migrants exhibit a willingness to transfer resources to compensate for 

the income decit experienced by their family members, with the intention of either 

utilizing these resources for personal consumption or directing them toward investment 

activities. The altruism theory posits that migrants may exhibit a willingness to prioritize 

the welfare of their relations over their own well-being or personal interests. This 

behavior is driven by the love and concern they have for the well-being of their relations. 

Comte posited the notion that individuals possess a moral duty to relinquish self-interest 
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and prioritize the welfare of others. In his work, "Catéchisme Positiviste," Comte posits 

that the social perspective is incompatible with the concept of rights, as it is rooted in 

individualistic principles. As individuals, we are inherently burdened with a multitude of 

obligations spanning various domains, including those owed to our forebears, successors, 

and contemporaries. Following our initial arrival into the world, these responsibilities 

undergo a process of augmentation or accrual, as a considerable duration elapses before 

we are capable of reciprocating any form of assistance. The concept of "living for others," 

which serves as the ultimate principle of human morality, provides a clear endorsement 

alone of our innate tendencies towards kindness and goodwill. These inclinations, which 

are the fundamental origins of both happiness and moral obligation, are granted explicit 

validation through this formula. Individuals must dedicate themselves to the betterment 

of humanity, to which we are wholly interconnected.

Pure altruism posits that individuals should exhibit benevolence and willingly relinquish 

personal interests or resources for the betterment of others, without anticipating any 

reciprocation. The act of sacrice may manifest through the allocation of tangible 

resources, temporal commitment, or exertion of effort. An individual who engages in 

altruistic giving does not anticipate receiving any form of compensation, whether it be 

direct or indirect, for their actions. The existing work on altruism in migrant remittance 

decision theory has primarily been based on utility theory (Becker, 1981; Stark & Lucas, 

1985; Stark, 1991; Osili, 2007). This theory posits that migrants engage in remittance 

activities to maximize their predicted benet. The categorization of the remittance 

decision as solely altruistic is subject to scrutiny (Lianos, 1997). While it may result in 

benets for others, a more suitable characterization would be moral egoism (Nowell-

Smith, 1959; Norman, 1983). An altruistic act is characterized by the absence of any 

anticipated or reciprocated advantages. According to Leiter (2004), the act of altruism can 

be perceived as lowering and demeaning to oneself, as it necessitates prioritizing the 

needs and interests of others over one's own. The author posits that engaging in such 

conduct impedes an individual's endeavor to cultivate personal growth, achieve 

exceptional performance, and foster originality. Nevertheless, he expressed a moral need 

to assist individuals who are less capable than oneself. The aforementioned analysis 

elucidates that constructing a theory of altruism grounded in the normative utility theory 

of an individual's pursuit of wealth maximization presents an inherent contradiction. If 

the proposition of altruism is embraced as a theoretical framework elucidating the 

phenomenon of remittance behavior among migrants, it inevitably raises an unresolved 

inquiry on the underlying motivations that drive migrants to engage in altruistic acts. 

Given that this theory posits that migrants engage in remittance activities to maximize 

their predicted benet which includes investment to drive growth and hence poverty 

reduction, it is thus adopted for this study. 

Model Specication

Although several variables have been identied by the literature as determinants of 

poverty levels, the study's main priority is to investigate the impact of remittance inow 

and economic growth on poverty in the selected West African countries. With poverty 
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gap index (PGI) as the dependent variable, other variables such as remittances, GDP per 

capita, ination, exchange rate, and foreign direct investment, will be treated as 

explanatory variables (see Equation 1). We employ Panel Autoregressive Distributed Lag 

(PARDL) Model to explore the impact of remittances and economic growth on poverty. 

We therefore express poverty as a function of remittances and economic growth.

Under this model, the functional form with other control variables for the current analysis 

is given below 

These variables will be converted into natural logarithms in this study in order to capture 

their elasticity value and relieve them from the heteroscedasticity problem. The 

econometric form can be written as:

Where the subscript i stands for the country, subscript t is the year, μ  stands for country-i

specic effects, δ  stands for time-varying effects common to all the countries, ɛ  is the t it

idiosyncratic error term, PGI is the poverty indicator, and REM, GDPC, INF, UNE, FDIY 

are remittances, gross domestic product, ination, exchange rate, and foreign direct 

investment, respectively.

Equation (3) is transformed into panel autoregressive distributed lag model as follows

Long-run Model

Short-run Model

We derived the following equation in order to compute the error correction version of 

Equation (6)
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A Priori Expectation

The A priori expectations for the explanatory variables in the model are guided by 

economic theory to ascertain if the parameter estimate conforms to expectations. These 

are presented as

We will be using the poverty gap index (PGI) which measures how intense poverty is. The 

poverty gap measure possesses a distinct benet in comparison to the headcount ratio. 

This analysis demonstrates the extent of poverty by approximating the average distance 

between individuals living in poverty and the poverty line. The poverty line utilized in 

this index is set at 1.9 (PPP, current international $) per day, which is regarded as the 

benchmark for measuring absolute extreme poverty.

Remittances, economic growth, and foreign direct investment (FDI) are negatively related 

to poverty reduction, while exchange rate and ination rate are positively related. 

According to the Resource Transfer Hypothesis (Ratha, 2003), remittances increase 

household income and living standards thereby reducing poverty. Trickle-Down 

Economics (Kuznets, 1955) suggests economic growth creates jobs and income 

opportunities thereby reducing poverty. The Investment-Led Growth Hypothesis 

(Solow, 1956) posits FDI transfers technology and develops human capital, driving 

economic growth and poverty reduction. Conversely, the Currency Devaluation 

Hypothesis (Krugman, 1998) indicates exchange rate depreciation increases import costs 

and prices, exacerbating poverty. The Ination Tax Hypothesis (Friedman, 1969) shows 

ination reduces purchasing power and savings, increasing poverty. These relationships 

are supported by empirical studies and theoretical frameworks, providing a foundation 

for understanding the complex interactions between economic factors and poverty 

reduction.

Data Analysis and Interpretation

Unit Root Test

Table 1 shows the unit root test conducted on the variables in level form. However, the 

four tests' techniques demonstrated INF is stationary in level form at 1% signicance level.

Table 1: Unit Root Test at Level

Source: Author's Computation.
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Following the non-stationarity of the PGI, REM, UNE, and FDIY variables in level form, a 

further test for stationarity was conducted at rst difference and the result contained in 

Table 2. Evidence from the four different unit root tests in Table 2 reveals that the 

remaining series attained stationarity in rst difference at various signicance levels. 

Furthermore, the stationarity of the response variables (PGI) only in rst difference, and 

the mix stationarity status of the regressors further validate the PARDL technique 

adopted for this study. 

Table 2: Unit Root Test at First Difference

Source: Author's Computation.

Co-integration Test

Presented in Table 3 is the panel co-integration test output. 

Table 3: Panel Co-integration Test

Source: Author's Computation.

Long-run Estimated Output

Contained in Table 4 are the long-run estimates for the PMG and the MG. The PMG 

outputs showed that remittance has a signicant negative long-run effect on poverty. The 

result demonstrates that a percentage rise in remittance level in the long-run, will lead to a 

Kao Test  Statistic  Probability 

Modied Dickey-Fuller t
 

Dickey-Fuller t
 Augmented Dickey-Fuller t

 Unadjusted modied Dickey-Fuller t

 Unadjusted Dickey-Fuller t

 

-0.936
 

-1.882
 -2.484

 -4.486

 -3.435

 

0.175

0.030**

0.007***

0.000***

0.000***

Pedroni Test

  
Modied Phillips-Perron t

 

Phillips-Perron t

 

Augmented Dickey-Fuller t 

2.181

 

1.735

 

1.005

0.015**

0.041**

0.157

Westerlund Test

Variance ratio 1.452 0.073*

Note: *, **, and *** indicates statistical signicance at 10%, 5%, and 1%, respectively. 
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2.79% decline in the level of poverty in these countries. Furthermore, the output is 

revealed to be signicant at the 1% level. Likewise, GDP per capita exhibits inverse long-

run effect with poverty, its coefcient shows that a percentage rise in GDP per capita will 

decline poverty by 0.65 at the 5% signicance level in the three economies. However, 

ination was revealed not have any signicant long-run effect on poverty, although its 

coefcient suggests a percentage rise in its value will increase poverty by 0.07%. Similarly, 

unemployment expressed insignicant adverse effect on poverty; indicating that a 

percentage increase in the unemployment rate will produce an insignicant 0.30% fall in 

poverty levels in the long-run. Furthermore, foreign direct investment showed an 

insignicant negative effect on poverty in the long-run. The result revealed that a 

percentage increase in FDIY in the long-run will decline poverty levels insignicantly by 

0.09% in these economies.

Also captured in Table 4 is the MG long-run estimated outputs which signicantly 

mirrored the PMG results but with minor deviations in the coefcient values and 

signicance levels. The result however revealed that a unit rise in remittance will produce 

a 6.75% fall in poverty levels in the long-run, signicant at the 10% level. Likewise, a unit 

increase in GDP per capita will yield a signicant drop of 1.5% in poverty levels in the 

long-run at the 5% statistical signicance level. Although ination and unemployment 

showed adverse long-run effects on poverty, their impact was not signicant. While a 

percentage rise in ination and unemployment will produce a deceleration of poverty by 

0.83% and 0.74%, respectively, these effects were reported to be statistically insignicant. 

Similarly, a percentage rise in FDIY in the long-run shows poverty also rising by 0.58%, 

however the effect is statistically insignicant.

Table 4: Long-run Estimates

Source: Author's Computation.

Short-run Estimated Results

Presented in Table 5 are the PMG and MG short-run estimates. Contrary to the long-run 

PMG output, remittance is shown to have a signicant positive effect on poverty level. 

The result expressed that a percentage increase in remittance will yield a 0.93% increase in 

poverty levels in the short-run at 10% signicance level. Similarly, a percentage increase 

in GDP per capita will produce a 0.24% rise in poverty at 10% signicance level in the 

short-term. However, short-term inationary effects are revealed to be insignicant. 

Table 5 demonstrates that a percentage rise in ination will produce a statistically 
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insignicant 0.09% decline in poverty level in these economies in the short-run. In 

contrast, unemployment has a signicant positive short-term effect on poverty in these 

economies. Specically, a percentage rise in unemployment will yield a 0.02% rise in 

poverty levels in the short-run, which is statistically signicant at 10% levels. 

On the other hand, FDIY has an insignicant positive short-term effect on poverty. The 

result expressed that although a percentage increase in FDIY will produce a 0.02% rise in 

the level of poverty in these economies, however, the output is revealed to be statistically 

insignicant. In addition, the PMG's speed of adjustment parameter (ECT) is revealed to 

be rightly signed and statistically signicant at 10% level. The value of the coefcient 

which is approximately -0.31, indicates that about 31% disequilibrium is being corrected 

for annually before long-run equilibrium can be achieved in these economies. Thus, it is 

estimated that about thirty-nine months will be required for adjustment to long-run 

equilibrium path in the event of short-term distortions. Further revealed in Table 5 is the 

MG short-run output and contrary to its long-run estimate, remittance is shown to have a 

signicant positive effect on poverty level. The result expressed that a percentage increase 

in remittance will yield a 1.17% increase in poverty levels in the short-run at 1% 

signicance level. Likewise, a percentage increase in GDP per capita will produce a 0.35% 

rise in poverty at 1% signicance level in the short-term. However, short-term inationary 

effects are revealed to be insignicant. Table 5 demonstrates that a percentage rise in 

ination will produce a statistically insignicant 0.02% decline in poverty level in these 

economies in the short-run. Similarly, UNE and FDIY have insignicant adverse and 

positive short-term effects, respectively on poverty in these economies. Specically, a 

percentage rise in unemployment and FDIY will yield a 0.31% decline and 0.08% rise in 

poverty levels, respectively in the short-run, which are not statistically signicant.

Also, Table 5 showed that the MG's ECT is rightly signed and statistically signicant at 

10% level. The value of the coefcient which is approximately -0.35, suggests that about 

35% short-run disequilibrium is being corrected for annually before long-run equilibrium 

can be achieved in these economies. Thus, it is estimated that about thirty-three months 

will be required for adjustment to long-run equilibrium path in the event of short-term 

disequilibrium.

 

Table 5: Short-run Estimates

Source: Author's Computation.
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Test of Hypothesis 

In this sub-section, the lone hypothesis stated earlier in the study is tested.

Ho : � There is no long-run relationship between remittance, economic growth, and 1

poverty reduction in West Africa

By using the result in Tables 4, this hypothesis is tested with the z-statistic. Output in Table 

4 had revealed the coefcients for remittance as -2.792, indicating that a percentage 

increase in remittance will produce a 2.792% reduction in poverty in the long-run. The z-

statistic value for the coefcient is presented in the Table 4 as -11.27, and is within the 

0.01% condence intervals of –2.58  z – value  2.58. Also, Tables 4 captured the long-run 

coefcient for GDP per capita as -0.654. Furthermore, the result has the z-statistic for the 

variable as -2.02, which is within the 0.01% condence intervals of –2.58  z – value  2.58. 

Therefore, since the calculated z-values falls within this condence interval, the 

alternative hypothesis that there is long-run association between remittance, economic 

growth and poverty in West Africa is validated and the null hypothesis rejected. 

Discussion of Findings

Result in Table 4 had revealed that in the long-run, remittance have a signicant negative 

effect on poverty levels in West Africa. This means that as the volume of remittances 

increases, the level of poverty will decline. This nding aligns with the works of Bang, 

Mitra & Wunnava (2022), Musakwa & Odhiambo (2021) and Mindaugas, Kristina & 

Kotryna (2020) that in low-income economies, remittances can signicantly reduce the 

level of poverty. Specically, the output indicates that remittances can decelerate poverty 

levels in West Africa. Hence, remittances may have played signicant role in taking a lot 

of persons out of poverty over time in West Africa. Over the past three decades, the region 

had experienced increase in remittance inow, and Nigeria as the lead recipient. 

Similarly, the PGI for West Africa for the same period had consistently declined from 

26.16% to 19.02% and 10.55%. Thus, indicating that majority of the remittance funds are 

being used by households to meet their basic needs, which has helped in elevating their 

standard of living.

Similarly, the long-run effect of economic growth on poverty was revealed to be 

signicantly adverse for West Africa. Thus, implying that, as the economies in West 

African countries continue to improve, poverty level on the other hand will decline in the 

long-run which is in tandem with Lawal, Adegun, Aderemi, and Dauda (2022). 

Empirically, since the effect of economic growth on income inequality is usually minimal, 

therefore, when there is an improvement in economic growth, the general income level 

also rises, including income of the poor in the society; which drives down the level of 

poverty in the long-run. Furthermore, by improving the level of economic productivity, it 

is anticipated that such increase will translate to higher per capita income, and lower the 

pace of growth in poverty levels for West African economies.
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Conclusion

Based on the empirical ndings in this study, it is concluded that remittance and economic 

growth have a decelerating-effect on the level of poverty in West African countries in the 

long-run. However, while remittance has a signicant tendency to lower the level of 

poverty in the long-run, its short-term effect is signicantly poverty-enhancing in West 

African economies due to the culture of dependency and failure to invest their remittance 

receipts in protable ventures that can help to reduce poverty. Deriving from the 

foregoing conclusion, the following is recommended for policy implementation. The 

government should implement policies to increase access to formal nancial services, 

enabling migrants to send remittances through ofcial channels, as well as offer training, 

mentorship, and funding opportunities to migrants and their families to start businesses, 

creating jobs and stimulating local economies. Secondly, to reduce poverty, targeted 

social protection frameworks such as cash transfers, healthcare and education support to 

benet vulnerable households and individuals should be design and implemented. The 

government should also establish micronance institutions that offer loans and other 

nancial services to recipients of remittances, enabling them to invest in income-

generating activities. Finally, the government should not only establish safe and regular 

migration channels to reduce the risks associated with irregular migration and promote 

the protection of migrants' rights, but also provide capacity-building support to West 

African countries to enhance their ability to manage migration, remittances, and 

development effectively.
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