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Abstract

This study assesses the effects of migrant remittances on inclusive growth in
Africa. We applied the ordinary least squares method on a sample of 48
countries in Africa with daily data from 1996 to 2021. The results show that
remittances from migrants contribute negatively to inclusive growth. In addi-
tion, the results show that an interaction between migrants’ remittances and
ease of doing business contributes to improving inclusive growth in African
countries. From a policy perspective, we suggest creating a conducive busi-
ness environment so that migrants’ remittances are used optimally.
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1. Introduction

Today, remittances from emigrants are still an external source of capital that is
steadily increasing in developing countries [1] while foreign direct investment
and capital flows have fallen dramatically in recent years due to the recession
that has hit high-income countries, remittances from migrants have continued
to increase [1]. Long-standing literature shows that in the early 1980s, the im-
portance of remittances in compensating for the loss of human capital in devel-
oping countries due to migration was already recognized.

Remittances sent by migrants to their countries of origin are perhaps the

most tangible element in the relationship between migration and development.
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These shipments have been identified by [2] as one of the consequences of mi-
gration in the world. Since 2009, the IMF has considered that remittances con-
sist of only two components: workers’ compensation and personal transfers.
Remittances received by developing countries, estimated at US$325 billion in
2010, far exceed the volume of development aid flows and constitute more
than 10 percent of gross domestic product (GDP) in many developing coun-
tries. According to statistics, the number of migrants has risen sharply over the
past two decades. It reached the 281 million mark in 2020 [3] between 2000
and 2010, this number increased by nearly 48 million worldwide, with a fur-
ther 60 million between 2010 and 2020 [3]. Developing countries are the main
providers of this migration, attracting the attention of academics and policy-
makers [4]. To this end, academics and policymakers are looking for more
positive and proactive migration flow management processes that can ensure a
better and more sustainable future. Although the Millennium Development
Goals pay little attention to the importance of migrants’ remittances in the
sustainable transformation of societies in migrants’ countries of origin, the
Sustainable Development Goals (SDGs) have formally recognized migration as
an important factor in poverty reduction, protection of human rights and in-
clusive development by 2030.

Thus, an intense debate took place on the causes and consequences of such a
phenomenon. With the availability of new migration datasets, a new generation
of research is now able to empirically address various aspects of migration. A
large literature focuses on brain drain [4]. According to this recent literature,
brain drain positively influences the economy of origin through a set of feedback
effects such as remittances, return migration, and the effect of migration pros-
pects on education [4] [5]. However, work on the direct effects of migration re-
mains marginally explored in the literature, especially in the context of African
countries. Thus, this article attempts to fill this gap in the literature by analyzing

the effect of migrant remittances on inclusive growth in Africa.

2. Stylized Facts and Literature Review

The aim of this section is to take stock of the literature that has dealt with issues
related to remittances in relation to inclusive growth. This will lead to the state
of the empirical work that has analysed the link between migrants’ remittances

and inclusive growth.

2.1. Stylized Facts

Four stylized facts emerge from the effect of migrant remittances on inclusive
growth in Africa, namely: Migrant remittances represent an important source of
income for many families and communities in Africa. According to the World
Bank, remittances from migrants to Africa reached $78 billion in 2019. Migrant
remittances can have a positive effect on economic growth by boosting con-

sumption and increasing investment in the production of goods and services.
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Migrant remittances can contribute to poverty reduction and inclusive growth
by supporting the economic activities of the most vulnerable households, improv-
ing access to education and health, and increasing investment in small business-
es. However, remittances from migrants can also have negative effects on the
economy by encouraging dependence on remittances rather than job creation
and economic development. In sum, while being an important source of income
for families and communities in Africa, the effects of migrant remittances on in-
clusive growth depend on how these remittances are used and managed.

Figure 1 traces the evolution of migrants’ remittances in 2021; it shows a
downward variation in these remittances as we see that the highest bottom re-
mittance score is 24.17% belonging to Egypt, Arab, Rep; followed by Nigeria
with 23.69; on the other hand, we see that the lowest remittance score is 16.07
for Seychelles followed closely by Angola with 16, 35; the average remittances are
therefore 19.72, thus showing a downward variation in these remittances in
Africa as a whole. This downward variation shows that these remittances have
been influenced by several economic, social and political factors, including: The
COVID-19 pandemic: The global health situation has affected migrants’ remit-
tances by reducing expatriates’ income and ability to send remittances. Travel
restrictions, border closures and lockdown measures have also impacted migrant
flows and their ability to work abroad. Economic conditions: Economic growth,

employment conditions, and incomes in countries of origin and destination can
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Figure 1. Evolution of migrant remittances (in%), in 2021.
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also influence remittances. For example, a decline in economic growth or a
sharp increase in the unemployment rate in the country of origin can reduce
migrants’ ability to send money. Public policies: National and international pub-
lic policies, such as exchange rates, taxes on remittances, and immigration poli-
cies, can also affect migrants’ remittances. In general, the evolution of migrants’
remittances in 2021 can be explained by a combination of these economic and
political factors. However, the situation is complex and varies from country to

country and region to region.

2.2. Brief Literature Review

In the literature, the relationship between remittances and economic growth in
countries of origin is still ambiguous. Indeed, [6] shows us, under the hypotheses
of indivisibility and imperfections in the capital market, that intergenerational
transfers promote a positive impact of temporary emigration and capital accu-
mulation on the prosperity of the countries of origin. A World Bank study pub-
lished in 2006 shows, based on a general equilibrium model that the well-being
gains associated with cash transfers increase with the share of wages earned in
developed countries and spent in underdeveloped countries. Reference [7] with a
view to studying the transmission channels of Migrants’ Financial Remittances
(TFMs) on economic growth, find that there are three main types of transmis-
sion channels: positive effect on productive investment, increase in the labour
force and effect of the total productivity of the factors of production. In the next
section, we present the relationship between remittances and economic growth
based on existing theory. The literature on the motives (causes) of remittances
can be summarized in four approaches:

The empirical literature on the effects of migrants’ remittances on economic
growth also appears inconclusive. It covers results that are sometimes negative,
positive or positive effects conditionally. For example, many studies highlight
the positive relationship between household investment and migrant remittances
in developing countries; [8] examines the relationship between remittances,
savings and investment in Tonga and Samoa based on microeconomic data. He
finds that remittances make a significant contribution to saving and investment
in island economies. Reference [9], using a large set of panel data on different
countries; they conducted a study of the impact of migrant remittances on the
growth of Latin American and Caribbean countries, and to address the problems
of endogeneity of remittances, they used the generalized time method. Using
both internal and external instruments, they demonstrated that higher remit-
tances would lead to higher growth for Latin American and Caribbean countries.
They used a binary variable that can control whether or not a country is Latin
American or Caribbean. The interaction term between remittances and the bi-
nary variables is not statistically different from zero, implying that the impact of
remittances on growth is the same in Latin America and the rest of the world.

Reference [10] found a positive impact of remittances on GDP per capita

growth. The authors examined the impact of remittances on the economic

DOI: 10.4236/0alib.1111725

4 Open Access Library Journal


https://doi.org/10.4236/oalib.1111725

G. A. Noula et al.

growth of 21 developing countries. The study used panel data for the period
from 1992 to 2012 controlling for fixed and random effects from each country.
The results show that remittances have a positive and significant impact on the
country’s GDP per capita growth. The study indicates that remittances from mi-
grants ease families’ immediate budgetary constraints by increasing critical
needs for spending on consumption, health care and school fees.

Reference [11] assessed the impact of remittances and their volatility on eco-
nomic growth in 24 countries in Asia and the Pacific over the period 1980-2009.
They used, on the one hand, a static model on panel data estimated by double
least squares and, on the other hand, a VAR model on the same data to examine
respectively the impact of transfers and their volatility on economic growth. The
panel VAR model has the advantage of overcoming any endogeneity problems
present in the model. Their results reveal, for the first estimate, first a positive
impact and then a negative impact of transfers on economic growth.

All these studies demonstrating the positive impact of remittances on reci-
pient economies are part of the optimistic thesis that highlights the beneficial ef-
fects of remittances. Studies that emphasize the negative consequences of remit-
tances form the pessimistic thesis or the “emigration syndrome”. Reference [12]
considered that the impacts of migrants’ remittances are still marginal; for them,
an increase in remittances of 1% is associated with an increase in economic
growth of only 0.03%. The marginal impact suggests that the government should
not view remittances as the key instrument on an equal footing with traditional
growth drivers like exports and FDI.

Reference [13] in his study on the macroeconomics of remittances in Tajikis-
tan argues that remittances cannot be considered as a solid basis for longer-term
growth, nor as a sustainable development strategy since consumption, not in-
vestment, tends to be the primary objective of remittances. Using panel data
from 83 developed and developing countries, [14] supported the idea that re-
mittances hinder economic growth. They stipulated that remittances could lead
to moral hazard. While transfers provide a regular and reliable income for
households, they could discourage members from participating in the labour
market. Reference [15] demonstrates such negative effects in Haiti on working
hours and labour market participation. This was stated in a study by [16]. These
authors demonstrated the existence of a negative impact of migrants’ remit-
tances on El Salvador’s economy. Their study shows that remittances lead to the
appreciation of the real exchange rate, which hurts growth. Remittances can thus
significantly reduce the work efforts of recipient households [17], creating moral
hazards [18] [19], accelerating inflation [20] and reducing a country’s competi-
tiveness (the “Dutch disease”, ie. an appreciation of the real exchange rate ac-
companied by a reallocation of resources from the commercial to the
non-commercial sector; [16] [21] [22]. The study also found that remittances
lead to a decrease in the supply of labour, leading to an increase in the costs of
production in the non-tradable sector.

A third category of studies states that remittances are mere compensatory in-
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comes, often used to finance consumer expenditures, and which have no signifi-
cant effect on economic activity in migrants’ countries of origin. This thesis is
therefore that of the “neutrality” of transfers.

Indeed, [23] study the impact of remittances on economic growth, they
choose a group of 83 countries over a period ranging from 1970 to 1998. In an
attempt to correct the endogeneity problem and using instrumental variables of
the remittances variable, the ratio of remittances to GDP appears with a
non-significant sign. Reference [24] in the same logic, are developing a new in-
strument for remittances that makes it possible to capture the effects of change
in the micro-economic determinants of remittances. The authors define several
specifications where, in most estimates, the variable remittances is statically in-
significant.

Reference [25], agree with the idea of [24] by keeping the same sample of
countries while extending the study period by 5 years (1970-2003). They find the
same result: no conclusions can be drawn about the relationship between remit-
tances and economic growth. However, in the model where they deal with the
problem of endogeneity, the impact becomes positive, but still remains very
marginal. The International Monetary Fund has looked into the issue in the
same way in 2005 the results of his study were consistent with those of the
above-mentioned studies: no direct statistically significant link between real
GDP per capita growth and remittances. One of the most important cash trans-
fers that developing countries receive is development assistance. It is therefore
useful to look at its effectiveness in relation to their impact on the growth of
these products.

Reference [26] finds a positive effect of remittances on economic growth. On
the other hand, [24] find a negative correlation between remittances and growth.
For the author, remittances encourage recipients to reduce their efforts or time
spent on work (moral hazard). However, this study has been criticized by [27]
who shows that the estimates of [23] did not take into account the endogeneity
of remittances. In the Philippines, using annual data for the period 1985-2002
and using simple correlations and the Autoregressive Vector (VAR) method,
[28] argue that the long-term economic effects of remittances are ambiguous.
However, they note a stabilizing effect on private consumption. For the same
country, [29] finds that the overall impact of remittances on growth is positive.
Reference [30] provides results suggesting that the effect of remittances on eco-
nomic growth is stronger in low-income countries (i.e., incomes below US$1,200
per capita).

In addition, the author shows that the presence of these transfers would in-
crease the growth rate by two percentage points. For Latin American countries,
[31] using domestic bank credit as a regressor, also finds a positive effect of
transfers on economic growth. According to the author, a 10% increase in re-
mittances (measured as a percentage of GDP) helps increase GDP per capita by
3.49%. Once domestic bank credit is removed from the equation, GDP per capita

increases by only 3.18% more recently, in sub-Saharan African countries (SSAs),
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[32] find that the impact of international remittances on economic growth is
negative. However, in countries with good governance, remittances can improve
economic growth. In a related study using annual panel data for 64 countries in
Africa, Asia, and Latin America and the Caribbean from 1987 to 2007, [33] find
that remittances stimulate growth in countries with underdeveloped financial
systems, providing an alternative solution for financing investments and helping
to overcome liquidity constraints. On the other hand, [34] show that remittances
do not stimulate growth in 20 sub-Saharan African countries: for the authors,
these transfers do not act on physical capital investment. Reference [35], using
the Generalized Moments Method estimation technique, examine the effect of
remittances and the sustainability of the regime on economic growth and find
no evidence that these transfers have contributed to economic growth in the SSA
region. Until the last decade, most empirical studies seemed to overlook other
channels through which remittances can boost economic growth. Thus, as dis-
cussed earlier, remittances can increase the volume of disposable income and
savings. In this way, they can stimulate the rate of investment, and therefore
economic growth. In Pakistan, [36] shows that international remittances have a
positive effect on the savings rate. For the author, the marginal propensity to
save on international remittances is 0.71, while it is only 0.085 on domestic in-
come. In addition, the author demonstrates that Pakistani households receiving
remittances have a very high propensity to save, and that the effect of remit-
tances on growth could be amplified if remittances were channeled through the
banking sector.

In Kyrgyzstan [37] also finds that remittances have a positive influence on
economic growth, with about 10% of remittances being invested. Using survey
data from Mexico, [38] find that 5% of remittances received are invested in mi-
croenterprises. For the authors, remittances have a positive effect on economic
growth because they stimulate long-term investment. Finally, in five Mediterra-
nean countries, [39] studies the impact of exogenous shocks on remittances on
consumption, investment, imports and production. Building a Keynesian model
in which he included remittances in disposable income, he demonstrated that
remittances stimulated growth. For the author, the effect of remittances on
growth is through the channels of disposable income and investment. Thus,
[40], who explore these effects on per capita growth in Latin American coun-
tries, include terms of interaction between remittances and human capital, polit-
ical institutions, and financial development. They get a negative sign of the re-
mittance coefficient and a positive sign of the interaction term when human
capital and institutions are included. However, the transfer coefficient has a pos-
itive sign and the interaction term has a negative sign when the level of devel-
opment of the financial system is included. The authors conclude that the accu-
mulation of human capital and the improvement of institutional quality rein-
force the positive effect of remittances on economic growth. But financial de-
velopment is replacing remittances to stimulate economic growth. Based on

these results, remittances are seen as ineffective in enhancing economic devel-
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opment in countries with weak financial institutions or low human capital ac-
cumulation.

Reference [41] conducted a study similar to that of Mundaca. They intro-
duced remittance-interacting financial development among their regressors and
found that remittances are another way to finance investment, and help over-
come liquidity constraints (a substitute in the absence of financial development).
Similarly, [42], which include an interaction variable (remittances multiplied by
the bank efficiency index), find a complementary relationship between remit-
tances and financial development. As [25] [41] use political and institutional va-
riables in interaction with remittances. Using the Anderson-Hsio estimator, these
authors found a positive relationship between remittances and growth. However,
[7] using microeconomic variables as instruments to address the potential en-
dogeneity between remittances and growth, obtain non-significant direct effects

of remittance growth in an estimate for a panel of 84 developing countries.

3. Data and Methodological Approach

In this section, the different stages of the theoretical and empirical strategy
adopted are presented. First, the theoretical and empirical model is presented,
and second, the different estimation techniques used and their different specifi-
cations are presented. Third, these data sources and the choice of dependent and
independent variables are presented. Finally, the results and their interpretations

are presented.

3.1. Variable Choice and Definition

The choice and definition of variables are important steps in the design of a
study or analysis. Variables are characteristics, properties, or measures that can
be observed, measured, and analyzed as part of a research or study. The different
steps we will follow to choose and define our variables are: identifying the re-
search problem, defining the concepts, selecting the variables, operationalizing
the variables, and distinguishing between controlled and explanatory variables.
By following these steps, we will be able to choose and define the variables in an
accurate and relevant way, which is essential to conduct a meaningful and ri-
gorous analysis or study.

¢ The dependent variable: Inclusive Growth Quality Index (IQCI)

The measurement of inclusive growth is debated in the literature because it is
based on several aspects and is based on several dimensions [43]-[45]. Thus, the
economiists of the International Monetary Fund (IMF) provide six indicators of
inclusive growth based on two dimensions that are commonly used in the lite-
rature. Firstly, the economic fundamentals, namely: sustainability captured by
the growth rate of GDP per capita; stability as measured by the inverse of the
coefficient of variation in the level of growth or by economic volatility [46]. The
sources of diversification captured by the diversification index and the external

orientations captured by the share of net external demand. Second, the social
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outputs of growth or social dimension, namely: access to health care (long life
and good health) as measured by health care expenditures and decent education
captured by the primary education completion rate. These above variables are
used to construct a composite index of the quality of inclusive growth using
principal component analysis (PCA).

% Explanatory variables

This is the variable of interest and the control variables used to explain the ef-
fect of migrants’ remittances on inclusive growth.

% Variable of interest: Migrants’ remittances (Transf)

Migrants’ remittances, also known as remittances, refer to the sums of money
sent by migrants to their family or relatives in their home countries. These
transfers are usually made through money transfer services such as banks, cur-
rency exchanges, money transfer companies, or online platforms. Migrants send
money to support their families financially, to contribute to expenses such as
education, health, housing or to invest in economic or social projects in their
country of origin. These transfers represent personal remittances, received in re-
lation to GDP. There is some consensus in the existing literature that personal
remittances are key to economic growth [10] [47]. The latter can be a source of
capital, trade, investment, knowledge and technology transfer, which will un-
doubtedly increase the level of economic development as well as the level of
economic growth.

% Control variables

Control variables are variables used in an experimental study to compare re-
sults between different groups or conditions in the experiment. They make it
possible to ensure that the differences observed between the groups are indeed
due to the independent variable studied and not to other factors. Control va-
riables are therefore those that are kept constant or controlled to prevent it from
influencing the results of the experiment. In order to better highlight the effect
of migrants’ remittances on inclusive growth, we capture the following variables
as control variables: current expenditure on health (DCS), access to arable land
(% of area), household final consumption expenditure (DepM), current account
balance (SCC in % GDP), GDP per capita (GDPp), foreign direct investment
(FDI), money supply (MM%GDP), effective governance (GE), domestic govern-
ment health expenditure (DSAP), government final consumption expenditure
(DCFAP), Internet (Internet), inflation rate (Inflat), and natural resource (RNAT).

3.2. Data Sources

The data comes from two main sources. The data used to construct the Inclusive
Growth Index are extracted from the World Bank Database (WDI; 2022) with
the exception of the Diversification Index, so the data comes from the United
Nations Conference on Trade and Development [48]. Data on migrants’ remit-
tances also come from the WDI (2022) and data on institutional variables also
come from the World Bank Data Indicator (WDI, 2022). In this trial, the study
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is looking at a sample of 48 African countries. The time horizon covering the pe-
riod 1996-2022 is dictated by the availability of data obtained simultaneously for
the countries in the sample. Table 1 lists the descriptive statistics and Table 2
provides a description of the variables in the study.

From Table 1 presenting the descriptive statistics, we can see that the va-
riables of the model are summarized according to several measures. Table 1
shows that the average growth rate of the Inclusive Growth Quality Index (%
GDP) is 0, which means that the variables are centered; In addition, the value of
the standard deviation, which is a measure of the dispersion of a variable around
its mean is 0.054, which means that the variable has a small variation. Average
personal remittances, received and average gross fixed capital formations are
18.456% and 21.912% of GDP respectively and their standard deviations are rel-
atively small, so it can be concluded that the variables show small variations that
suggest unbiased results.

Table 1. Descriptive statistics.

Variables Obs Mean Std. Dev. Min Max Sources
1IQCI 1248 0 0.054 -0.17 0.21 WDI (2022)
LnTFM 1094 18.685 2.233 9.348 24.173 WDI (2022)
DCS 998 5.284 2.176 1.505 20.413 WDI (2022)
SEE ALSO 1248 14.3 13.218 0.293 52.25 WDI (2022)
DepM 1062 21.088 23.662 0 142.422 WDI (2022)
SCC 1060 -5.352 9.706 -65.257 43.396 WDI (2022)
GDPP 1237 1.558 4.376 -36.557 28.676 WDI (2022)
HITHER 1191 3.881 7.365 -18.918 103.337 WDI (2022)
MM 1191 33.486 24.404 2.857 160.059 WDI (2022)
GE 1244 -0.677 0.606 —1.887 1.161 WDI (2022)
DSAP 998 7.171 3.321 0.734 31.908 WDI (2022)
DCFAP 1090 14.628 6.594 0911 46.262 WDI (2022)
RM 1239 1.068 2.756 0 28.813 WDI (2022)

Source: Author.

The correlation matrix is presented in Table 2. The analysis of this matrix re-
veals three essential pieces of information. The first observation is that the cor-
relation coefficient between the explanatory variables of the model is less than
80%. This indicates that the model does not suffer from multicollinearity issues.
The second piece of information highlights the negative relationship between
migrants’ remittances and inclusive growth. The most recent information con-
cerns the contribution of migrants’ remittances to fluctuations in inclusive
growth. The relationship between the linear correlation coefficient () and the
coefficient of determination () is given by:
pX‘szpxyy :\/? =R’ = pf’y =R’ = (—0,179)2 =0,032041=3,2041% for

remittances of migrants’ remittances.
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Table 2. Correlation matrix.

Variables (1) (2) (3) (4) (5) (6) (7) (8) 9) (10) (11) (12)  (13)
(1)IQCI  1.000

(2)TEM  -0.179 1.000

(3)DCS  —0.056 —0.045 1.000

(4) ATA  -0.460 0.057 0.042  1.000

(5)DepM  0.135 0.180 0.164 0.042  1.000

(6) SCC 0.026 0.025 —0.268 —0.080 —0.021 1.000

(7) GDPP  -0.082 0.068 —0.031 0.046 —0.015 0.009  1.000

(8) HERE 0272 -0.084 0.029 -0.152 -0.043 -0.478 0.115  1.000

(9) MM 0322 0131 0.094 —0.055 0.741 —0.049 —0.057 0.074  1.000

(10) GE 0.398 —0.059 —0.005 —0.075 0.634 0.008 0.093 0.086 0.650 1.000

(11) DSAP  0.326 0.017 0403 -0.179 0.392 -0.031 -0.006 -0.063 0241 0.420  1.000

(12) DCFAP 0460 -0.189 0.340 -0313 0242 -0.134 -0.076 0.171 0.360 0.417 0356  1.000
(13)RM  —-0.035 0.087 -0.080 -0.037 —0.008 —0.025 0.098 0.041 —0.107 —0.161 —0.196 —0.119 1.000

Source: Author.

Figure 2 shows that there is a negative correlation between remittances and
inclusive growth. It can be inferred that high migrant remittances are closely
linked to lower inclusive growth. However, correlation does not imply causation,

hence the empirical consideration of this relationship in the next section.
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Source: Author.

Figure 2. Trend scatter plot.

3.3. Econometric Approach and Estimation Technique

Our model is inspired by the work of [49] who tested the Kuznets inverted U
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hypothesis between inhabitant inequality and urbanization, GDP per GDP in
Indonesia with panel data. Thus, the reduced form is illustrated by the empirical

model represented by equation 1:

Yie =+ X+ 1 +V &, (1)

where Y, represents the dependent variables, a; constitutes the fixed effects of
the countries, X, represents the explanatory variables, f denotes the estimation
of the coefficient; u, and v, ¢, are respectively the temporal fixed effects, the
country fixed effects and the perturbation, / represents the transverse units and
t this is the period. In view of this model and the fact that our sample is based
on a set of countries, we can assume that there is a heterogeneity related to our
panel.

Thus, to ensure that this heterogeneity linked to each country is controlled, we
will use the fixed-effect model, which takes into account the existence of a
fixed-effect linked to each country. However, fixed effects are only taken into
account at the level of the residue and leave the errors always homoscedastic. We

would like to estimate the following theoretical model:
IQClL, =a+ BTEM,  + B, X, + 1 +V, + &, (2)

In the above equation, JQCI, is the index of the quality of inclusive growth in
region 7 for year £, represents remittances from migrants in region 7 for period ¢
TFM,, X, represents the set of control variables and ¢, the random term; 7 =
1.2 ...48 representing the sample size; = 1996-2022 the time horizon. This sam-
ple is selected on the basis of the availability of data for all countries at the same
period.
In a complete way, the model to be estimated is as follows:
IQCI, = a+ BTEM;  + 5,DCS;  + B, ATA  + 5,DepM;
+B:SCC;, + B,GDPP, , + 5, IDE; , + fMM, | + B,GE, | (3)
+f,,DSAR  + 5, DCFAR,  + B,RM;  + 14 +V, + &,

Here, QCIrepresents the index of the quality of inclusive growth delayed by a
period.

The estimation of our model above by ordinary least squares (OLS) will give
us fallacious and non-convergent results because the optimization of our panel is
dynamic and moreover because the OLS do not take into account the fixed ef-
fects by country and can also suffer from the omitted variables. Therefore, to
correct this, we will use the generalized least squares (GCM) method developed
by [50]. Indeed, this method makes it possible to better deal with econometric
problems, particularly endogeneity problems [51]-[53], heteroscedasticities
[54]-[56], instrument over-identification and validation [57] [58]. The use of
this method (GCM) in our model will allow us to solve at least three problems
that need to be solved to arrive at robust estimators. First, the problem of endo-
geneity may remain, particularly between inclusive growth and FDI. Secondly,
the problem of double causality between inclusive growth and the informal sec-

tor on the one hand, and FDI on the other hand, in the same way that the in-
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formal sector can affect inclusive growth, the latter can hinder the informal sec-
tor. Finally, the existence of a multicollinearity problem results from the autore-
gressive nature of the model and the error term due to the presence of a minimal
variance.

In addition, the GCM method has several variants, including the following,
namely: There are several variants of generalized least squares, among which we
can mention: Weighted least squares, which consist of assigning different
weights to observations according to their importance or reliability. The most
reliable or significant observations can thus have a greater weight in the esti-
mation process. Penalized least squares, which consists of adding penalty
terms to the least-squares objective function in order to favor solutions with
specific characteristics, such as lasso, ridge, or model selection (elastic net).
Mixed-distribution generalized least squares that allow to model correlated data
or data with a dependency structure using mixed-distribution regression models
in combination with generalized least squares and constrained generalized least
squares that incorporate additional constraints into the generalized least squares
optimization problem, to ensure certain properties of the solutions, such as the
positivity of coefficients or predicted values near a certain target value. Thus in
this work we will use this method (M CG) to show the effect of migrants’ remit-
tances on the index of the quality of inclusive growth in Africa. (Comment on
control variables). In order to draw more precise and reliable conclusions, we
will use the Feasible Generalized Least Square (FGLS) analysis method to ana-
lyze the robustness of our results because of its advantages in terms of robust-
ness, flexibility and precision. It is used here to improve the quality and reliabil-
ity of the results of our analysis because of its consistency and efficiency because
this method allows us to obtain estimates of the model parameters that are con-
sistent, Ze. that converge to the true value of the parameters when the sample
size increases. This ensures high-quality and reliable estimates of the model pa-

rameters.

4. Presentation of Results and Discussion

Here, the results of the basic model are presented. OLS (Ordinary Least Squares)
were used to make this first estimate. Then, we test the previous results and the

robustness of the model using the GCM (Generalized Least Squares) technique.

4.1. Presentation of Preliminary Results of the Baseline Estimates

Estimating the effect of migrants’ remittances on inclusive growth using the
OLS method yields the results that are reported in Table 3. Therefore, a read-
ing of the twelfth column of Table 3 shows that remittances significantly slow
down inclusive growth in Africa. Thus, an increase in these transfers by one
unit leads to a decrease in inclusive growth of 0.003%. This finding is consis-
tent with the findings of [32] who find that the impact of international remit-
tances on economic growth is negative in Sub-Saharan African (SSA) coun-

tries.
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Indeed, in the context of African countries, several arguments can be put for-
ward to explain the negative effect of migrant remittances on inclusive growth in
these countries. First, remittances tend to be used primarily for consumption
rather than investment in productive economic activities; which means that
these funds do not directly contribute to long-term economic growth. Reference
[10] finds a negative correlation between remittances and growth; for him, re-
mittances create a moral hazard for recipients by lowering their productivity,
which encourages them to reduce their efforts or their time spent on work.
Moreover, these funds can create economic dependence of recipient countries
on these revenue streams; This can lead to a decrease in motivation to undertake
structural reforms and foster local job creation, as individuals rely on remit-
tances rather than internal economic development.

In addition, remittances can also lead to increased economic and social in-
equalities, as remittances are likely to benefit mainly the wealthiest segments of
the population, thereby increasing income inequality within recipient countries
as well as frustration between households [59]. If a significant portion of the
population depends on remittances rather than finding formal employment, this
can widen income and wealth gaps through their influence on exchange rate ap-
preciation; [60] shows that transfers lead to an expansion of the non-tradable
sector to the detriment of the productive sector. Thus, by generating an expend-
iture effect and a resource orientation effect in the short and long term, these
remittances deteriorate the competitiveness of countries and promote the exis-
tence of a Dutch disease, i.e. an appreciation of the real exchange rate accompa-
nied by a reallocation of resources from the commercial to the non-commercial
sector [16] [21] [22]; their negative effect on the quality of institutions [61] or
their disincentive effect on the labour market participation of recipient households
[17] [18].

It is also imperative to understand that remittances can trigger inflation in an
economy through the channel of aggregate demand. The inflow of funds can in-
tensify the money supply that fuels the demand for services and goods and im-
prove the structure of spending on services and goods. Escalating demand
creates increasing price pressures that increase demand-driven inflation [62]
[63]. On the other hand, inflation has always been one of the main macroeco-
nomic challenges due to its negative effects on the economy that increase the
cost of doing business and, as a result, discourage investment and saving. It also
negatively influences consumption patterns and affects the fixed and low-income
strata of the population by reducing their purchasing power [64] [65].

Reference [66] examined the links between remittances and family entrepre-
neurship in Ethiopia, and report that remittances can serve inclusive growth
when recipients choose to use them for informal business activities instead of
investing in productive sectors. In sum, while remittances from migrants can be
a critical source of support for many families and communities, they can also
have adverse effects on public spending by undermining governments' ability to

mobilize.
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Table 3. Effect of migrant remittances on inclusive growth: estimated by OLS.

1IQCI
Variables

1 2 3 4 5 6 7 8 9 10 11 12

—0.00142 -0.00223 -0.00163 -0.00393 -0.00419 -0.00421 -0.00427 -0.00438 -0.00256 -0.00293 -0.00283 -0.00294

* ot o ek ok ok ek ek ek ok ok ek

LnTEM

(0.000744) (0.000866) (0.000809) (0.000836) (0.000848) (0.000846) (0.000837) (0.000802) (0.000793) (0.000763) (0.000783) (0.000779)

—0.00328 -0.00344 -0.00350 -0.00309 -0.00303 -0.00286 —0.00233 -0.00139 -0.00416 -0.00544 -0.00536

DCs
(0.000850) (0.000792) (0.000820) (0.000876) (0.000872) (0.000863) (0.000828) (0.000797) (0.000838) (0.000925) (0.000920)
—-0.00153 -0.00170 -0.00174 -0.00174 -0.00163 -0.00149 -0.00145 -0.00123 -0.00108 —0.00103
SEE ALSO
(0.000131) (0.000132) (0.000135) (0.000134) (0.000136) (0.000131) (0.000125) (0.000123) (0.000130) (0.000130)
DepM 0.000486 0.000478 0.000470 0.000488 —0.000177 —0.000492 —0.000629 —0.000524 —0.000589"
ep. . -
(7.33e—05) (7.29e—05) (7.24e—05) (7.17e—05) (0.000103) (0.000104) (0.000101) (0.000101) (0.000102)
sce 0.000405 0.000345 0.000879 0.000884 0.000728 0.000696 0.000760 0.000784
(0.000191) (0.000191) (0.000227) (0.000217) (0.000208) (0.000200) (0.000220) (0.000218)
—-0.00116 -0.00141 -0.00121 -0.00184 -0.00170 —0.00124 —0.00138
GDPP -
(0.000475) (0.000474) (0.000454) (0.000442) (0.000425) (0.000431) (0.000431)
0.00116  0.00103 0.000960 0.00130  0.00264  0.00261
HITHER
(0.000276) (0.000264) (0.000252) (0.000246) (0.000363) (0.000361)
0.000897 0.000577 0.000727 0.000636 0.000677
(0.000103) (0.000105) (0.000102) (0.000104) (0.000104)
0.0339 0.0219 0.0116 0.0130
(0.00385) (0.00398) (0.00413) (0.00413)
0.00504  0.00510  0.00544
DSAP
(0.000622) (0.000637) (0.000643)
0.00172  0.00172
DCFAP
(0.000298) (0.000297)
0.00247
(0.000803)
0.0294 0.0647 0.0777 0.114 0.120 0.122 0.119 0.0998 0.101 0.0708 0.0390 0.0363
Constant

ot ok ok er ok ok er er er ok ot ot

(0.0140) (0.0174) (0.0163) (0.0166) (0.0169) (0.0168) (0.0166) (0.0160) (0.0153) (0.0151) (0.0165) (0.0164)
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Continued

Observa-
‘ 1,094 900
tions

R-squared  0.003 0.022
r2_a 0.00240  0.0194

F 3.634 9.910
Prob>F  0.0000 0.0000

900

0.152
0.149
53.39

0.0000

820 786 785 785 783 782 782 698 698

0.219 0.233 0.240 0.257 0.324 0.386 0.434 0.511 0.517
0.215 0.228 0.235 0.251 0.317 0.379 0.427 0.503 0.509
57.21 47.35 41.04 38.47 46.34 53.98 59.22 65.11 61.22

0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000

Source: Author; Note: Figures in parentheses give standard deviations corrected for heteroscedasticity. " significant at 1%, " sig-

nificant at 5% and " significant at 10%. Source: author's construction.

Despite the satisfactory performance of the MCO estimation method, it re-
mains subject to significant constraints in terms of autocorrelation and hetero-
geneity of errors, which limit its relevance. Thus, previous results can no longer
be considered relevant. To overcome these limitations, we use the generalized
least squares method, the results of which are reported in Table 4 and which is
more resistant to these problems; the results obtained are recorded in the fol-
lowing table.

From the outset, it is noted that migrants’ remittances have a negative and
significant effect on the Inclusive Growth Index in Africa. Indeed, the results
show that a policy of increasing remittances is likely to be detrimental to inclu-
sive growth. Thus, an increase in remittances by one unit contributes to reduc-
ing inclusive growth by 0.0029%. The same is true for current health expendi-
ture, where an increase of one unit contributes to reducing the inclusive growth
index by 0.0053%. The application of an alternative estimation technique by the
GCM method leads to the same results as the results obtained by the MCO me-
thod, allowing us to validate our basic assumption that remittances from mi-
grants will have a negative impact on inclusive growth. These findings corrobo-
rate with the findings of [67] who highlight that remittances can encourage reci-
pients not to seek economic opportunities at the local level due to the constraints
of the business climate in their country because it creates a dependency on re-
mittances and reduces incentives to undertake and create jobs locally.

It is in the same vein that [68] in their study suggest that the high costs of
sending remittances can lead to a reduction in the use of funds for productive
investments, which can negatively impact overall economic growth and create
dependence on remittances. The same is true for [69], who points out that re-
mittances can have negative effects on economic growth in Africa by promoting
consumption rather than investment. According to them, the shortcomings of
the business climate in Africa can limit the ability of beneficiaries to invest wise-
ly. These studies highlight the importance of considering the shortcomings of
the business climate in recipient countries as a factor that can create dependence
on remittances and reduce incentives to do business. It is therefore necessary for
us to question the role of the business climate on inclusive growth in Africa.

In order to better understand the negative effect of migrant remittances on in-

clusive growth in Africa, we estimated our basic model using the generalized
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least squares method by summoning an interaction variable that is ease of doing
business (FAA) to capture the role of business in Africa. Indeed, the variable
“ease of doing business” (or “business climate”) is a measure that assesses the
quality and effectiveness of the regulatory and institutional environment in
which companies operate in a country. It therefore reflects the degree of ease
with which companies can start, manage and grow their business activities. This
variable is often used to measure the quality of a country’s business environ-
ment, as it reflects the quality of regulation, compliance costs, governance prac-
tices, legal certainty, and the quality of infrastructure. Economies that have a fa-
vorable business environment tend to attract more investment, generate more
jobs and be more competitive in global markets. This variable is captured here
with reference to the work of [70]-[72] who examine the potential benefits of re-
gional trade integration in Africa; they found that ease of doing business is an
important factor in encouraging regional economic integration and develop-
ment.

The results of this analysis are recorded in columns 13 and 14 of Table 4, hig-
hlighting the role of the business climate on inclusive growth in Africa. The ease
of doing business has a significantly positive effect on the inclusive growth in-
dex. This means that an increase in the ease of doing business of a unit is likely
to increase inclusive growth by 0.000156%. The ease of doing business has a sig-
nificantly positive effect on the Inclusive Growth Index in Africa as it fosters an
environment conducive to investment and entrepreneurship. By simplifying
administrative procedures, reducing transaction costs, promoting access to cre-
dit, and improving investment security, improved ease of doing business can
stimulate economic growth and promote a more equitable distribution of its
benefits. In Africa, where many countries face challenges in terms of bureaucra-
cy, corruption, and burdensome regulations, improving the ease of doing busi-
ness can be key to boosting the economy and fostering inclusive growth-growth
that benefits all segments of society. This result is consistent with those of [73]
who highlight the importance of the ease of doing business for the investment
rate in sub-Saharan Africa and emphasize that the quality of the business envi-
ronment directly influences the level of investment in the region. They argue
that reforms to improve the ease of doing business can boost investment by re-
ducing transaction costs, enhancing investment security and fostering a more
entrepreneurial environment. These reforms are key to encouraging economic
growth and reducing barriers to investment in Africa. They also highlight the
positive impact of the ease of doing business on overall economic growth and
job creation in the region. They highlight the importance of policies aimed at
improving the business climate and encouraging investment, particularly in key
sectors for the economic development of sub-Saharan Africa. In its annual
“Doing Business” report, the World Bank assesses the ease of doing business in
more than 190 countries around the world by analyzing various indicators such
as business creation, obtaining building permits, access to credit, investor pro-

tection, paying taxes, cross-border trade and contract enforcement. Based on
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quantitative data and comparative analysis, the Doing Business report measures
and tracks countries’ progress in reforms to facilitate economic activity, attract
investment, and boost growth. Countries that succeed in improving their rank-
ing in this report can benefit from improved attractiveness for foreign investors,
stronger economic growth and increased job creation.

Ease of doing business therefore has a significantly positive effect on the In-
clusive Growth Index in Africa by encouraging investment: Simplified regula-
tions and procedures for starting and growing a business promote investment
and entrepreneurship, which in turn stimulates economic growth. Businesses
can more easily create, grow and innovate, which contributes to job creation and
economic inclusion. Better efficiency of administrative processes and regulatory
policies can increase the productivity of companies. This promotes stronger and
sustainable economic growth, which can benefit more people. Reducing poverty
and inequality is an encouraging factor in doing business, because inclusive
economic growth means that the benefits of economic growth are shared equita-
bly with the entire population. Reference [74] has looked at the African economy
and the opportunities for inclusive growth in various reports and articles. Their
analysis highlights the challenges facing Africa in terms of economic and social
development, while identifying opportunities and levers to foster inclusive
growth. They highlight the importance of promoting entrepreneurship, invest-
ing in education and vocational training, strengthening infrastructure, fostering
innovation and technology adoption, and promoting public policies conducive
to a business environment conducive to economic growth and job creation.
Their work also highlights the importance of collaboration between the private
sector, governments, civil society and international institutions to address de-
velopment challenges and opportunities in Africa. Their approach aims to con-
tribute to the development of effective strategies and policies to foster inclusive
and sustainable economic growth on the continent. Indeed, improving the ease
of doing business creates opportunities for employment, training and access to
services for the most vulnerable populations, thus helping to reduce poverty and
inequality. Improved ease of doing business can attract foreign investors by pro-
viding a favorable environment for investment. This can foster technology
transfers, boost the competitiveness of local firms, and strengthen regional value
chains, which can also have a positive impact on inclusive growth. Thus, they
highlighted the importance of the ease of doing business in fostering inclusive
economic growth in Africa and highlighted the need for reforms and policies to
improve this indicator in the region.

So improving the ease of doing business in Africa can help support inclusive
economic growth by promoting investment, productivity, job creation, and re-
ducing poverty and economic inequality. This can lead to more balanced and
sustainable economic development for the entire population. In addition, the
interaction between migrants’ remittances and the ease of doing business gives a
variable (TFMFAA) that has a positive effect on the composite index of inclusive

growth; this means that an increase in TFMFAA is likely to increase the inclu-
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sive growth index by 0.00281%.

Ease of doing business has a positive effect on inclusive growth in Africa for
several reasons, including encouraging entrepreneurship: Improved ease of
doing business can encourage business creation and facilitate the expansion of
entrepreneurial activities. This can boost job creation and promote economic in-
clusion by providing employment opportunities for local people. Investment
promotion: Improving the ease of doing business can encourage domestic and
foreign investment by reducing costs and barriers to investment. This can sti-
mulate economic growth, create employment opportunities and contribute to a
more equitable distribution of economic benefits. Supervision and regulation of
the private sector: A good ease of doing business implies a clear and transparent
regulatory framework for the private sector. This promotes competition, encou-
rages innovation and reduces monopolistic practices, thus contributing to more
balanced and sustainable economic growth. And access to financial services:
Improved ease of doing business can make it easier for small and medium-sized
enterprises to access financial services, which can support their growth and abil-
ity to create jobs. It can also strengthen financial inclusion by enabling more
people to access banking and credit services.

This finding is consistent with those of [75] who examine the impact of go-
vernance and ease of doing business on mobile phone use and inclusive human
development in sub-Saharan Africa and finds that ease of doing business is a key
factor in fostering inclusive human development. Reference [71] who examined
the effect of ease of doing business on economic growth in selected sub-Saharan
African countries and found that ease of doing business stimulates economic
growth and should be a primary objective to foster inclusive growth. In sum,
improving the ease of doing business in Africa can foster inclusive growth by
stimulating entrepreneurship, encouraging investment, promoting effective reg-
ulation of the private sector, and facilitating access to financial services. This
helps to reduce poverty, create jobs and promote sustainable and equitable eco-
nomic growth for all people. Reference [76] examine the impact of ease of doing
business on inclusive growth in sub-Saharan Africa and find that ease of doing
business is positively associated with inclusive growth, suggesting that policies to
improve the business environment need to be encouraged with a view to foster-
ing inclusive growth.

The interaction variable migrant remittances ease of doing business provides a
positive relationship with the composite index of inclusive growth in Africa for
the simple reason that migrants’ remittances can be used to create businesses
and drive economic growth. Migrants can invest their money in profitable en-
trepreneurial projects, which can create jobs, generate income, and improve the
economic conditions of their home countries thus, the ease of doing business
can help businesses grow and thrive. It can reduce costs and administrative bar-
riers for businesses, as well as facilitate access to necessary finance and resources.
By combining remittances from migrants with improved business environments,

the TEMFAA variable can enhance the positive effects of these two variables and
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boost inclusive economic growth. Improving the business environment can help
businesses created from migrant remittances grow faster and have a more sig-
nificant impact on the economy.

The interaction between migrants’ remittances and ease of doing business can
enhance business creation and economic growth, which can lead to inclusive
growth to the extent that the entire population shares in the fruits of this growth.
This is why the TFMFAA variable is positively associated with the composite
index of inclusive growth in Africa. These results are in line with those of
[77]-[80] who studied the interaction between migrants’ remittances and the
ease of doing business in Africa in relation to the positive effect on inclusive
growth it can therefore be inferred from what follows that the business climate
plays an important role in the effectiveness of migrants’ remittances on inclusive
growth. Indeed, a positive business climate can stimulate investment, entrepre-
neurship and job creation, while a negative business climate can hinder eco-
nomic growth. A business-friendly environment can encourage recipients of
migrants’ remittances to invest those remittances in local projects, thereby
creating jobs and stimulating economic growth. A good business climate can al-
so help reduce production costs and improve supply chain efficiency, which can
boost economic growth prospects.

On the other hand, if the business climate is unfavorable, remittances from
migrants may be less effective in boosting inclusive growth. Recipients may find
it difficult to invest the funds in local projects due to the difficulty of setting up
and running a business in a business-friendly environment. The lack of quality
infrastructure, appropriate regulation and a sound tax system can also discou-
rage investment and job creation, reducing the positive impact of migrant re-
mittances on inclusive growth.

In sum, a positive business climate is essential to maximize the effectiveness of
migrants’ remittances on inclusive growth. Economic policies to improve the
business climate should be considered to facilitate investment and entrepre-

neurship, which can help use remittances to boost inclusive growth.

Table 4. Effect of Migrant Remittances on Inclusive Growth: Estimated by GCMs.

Effect of Migrant Remittances on Inclusive Growth in Africa Role of the business climate
Variables IQCI IQCI
1 2 3 4 5 6 7 8 9 10 11 12 13 14

LnTEM —0.00142 —-0.00223 -0.00163 —0.00393 -0.00419 -0.00421 -0.00427 -0.00438 -0.00256 —0.00293 -0.00283 -0.00294 -0.00370 -0.00541
n * ot o ot et et ot ot ot et et ot ot et

(0.000743)(0.000865) (0.000807) (0.000834) (0.000845) (0.000842) (0.000833) (0.000798) (0.000788) (0.000758) (0.000777) (0.000772) (0.000782) (0.00121)

0.000596 0.000343

FAA
(0.000140) (0.000156)
LnTEMF 0.00281
AA ’
(0.00148)
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Continued
DCS —0.00328 -0.00344 -0.00350 —0.00309 -0.00303 -0.00286 -0.00233 -0.00139 —0.00416 -0.00544 -0.00536 —0.00602 -0.00621
(0.000848) (0.000790) (0.000818) (0.000872) (0.000868) (0.000859) (0.000823) (0.000792) (0.000832) (0.000917) (0.000911) (0.000912) (0.000916)
SEE —0.00153 —0.00170 —0.00174 -0.00174 —0.00163 —0.00149 -0.00145 -0.00123 -0.00108 —0.00103 -0.00114 -0.00123
(0.000131)(0.000132) (0.000135) (0.000134) (0.000135) (0.000130) (0.000124) (0.000122) (0.000129) (0.000129) (0.000130) (0.000140)
DepM 0.000486 0.000478 0.000470 0.000488 —0.000177 —0.000492 —0.000629 —0.000524 —0.000589 —0.000714 —0.000611
ep. .
(7.30e—05)(7.26e-05)(7.21e—05)(7.14e—05)(0.000102) (0.000103) (0.000101)(9.97e—05)(0.000101) (0.000104) (0.000109)
scC 0.000405 0.000345 0.000879 0.000884 0.000728 0.000696 0.000760 0.000784 0.000697 0.000741
(0.000191) (0.000190) (0.000226) (0.000216) (0.000207) (0.000199) (0.000218) (0.000216) (0.000215) (0.000214)
GDPP —-0.00116 —-0.00141 -0.00121 -0.00184 -0.00170 -0.00124 -0.00138 -0.00135 -0.00137
(0.000473)(0.000471) (0.000451) (0.000439) (0.000422) (0.000427) (0.000427) (0.000421) (0.000420)
0.00116 0.00103 0.000960 0.00130 0.00264 0.00261 0.00246 0.00241
HITHER
(0.000275) (0.000263) (0.000251) (0.000244) (0.000360) (0.000358) (0.000355) (0.000354)
MM 0.000897 0.000577 0.000727 0.000636 0.000677 0.000694 0.000665
(0.000102)(0.000104) (0.000102) (0.000103) (0.000103) (0.000102) (0.000102)
GE 0.0339 0.0219 0.0116 0.0130  0.00823  0.0106
(0.00382) (0.00395) (0.00410) (0.00409) (0.00420) (0.00423)
0.00504 0.00510 0.00544 0.00584 0.00581
DSAP
(0.000618) (0.000632) (0.000637) (0.000635) (0.000633)
0.00172 0.00172 0.00164 0.00143
DCFAP
(0.000296) (0.000294) (0.000291) (0.000307)
0.00247 0.00240 0.00232
(0.000795) (0.000785) (0.000781)
SDT
GDP
FBCF
Import
CC
0.0294 0.0647 0.0777 0.114 0.120 0.122 0.119 0.0998 0.101 0.0708 0.0390 0.0363 0.0648
Constant o . o 0.0252

(0.0140) (0.0174) (0.0163) (0.0166) (0.0168) (0.0167) (0.0165) (0.0159) (0.0152) (0.0150) (0.0164) (0.0163) (0.0163) (0.0224)
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Continued
Observa-
K 1094 900 900 820
tions
Number 46 46 46
ofid

786 785 785 783 782 782 698 698 698 691

46 46 46 46 46 46 42 42 42 42

Chi2 3.641 19.89 160.9 230.2 238.6 248.4 272.1 375.0 492.1 600.6 728.8 748.5 786.4 795.0

Prob>F 0.0000  0.0000 0.0000 0.0000  0.0000 0.0000 0.0000 0.0000  0.0000  0.0000 0.0000  0.0000  0.0000  0.0000

Source: Author; Note: Figures in parentheses give standard deviations corrected for heteroscedasticity. " significant at 1%, " sig-

nificant at 5% and " significant at 10%.

4.2. Testing of Basic Results: Robustness Test

Table 5 presents an alternative economic analysis to Table 4 using the Feasible
Generalized Least Square (FGLS) method. It is a method of estimating coefti-
cients in a linear regression when the data have problems with serial correlation
and/or heteroscedasticity.

Three main conclusions can be drawn from these results: i) Migrants’ remit-
tances have a negative impact on inclusive growth in Africa. ii) Political will can
facilitate the spillover effects of remittances on inclusive growth, as the direct
negative effects do not outweigh the positive effects of this interaction, resulting
in (0.00643), and iii) the threshold of political will indicators to offset the nega-
tive effect of remittances on inclusive growth in our sample is non-negligible. In
other words, in terms of administrative efficiency, given the importance of a fa-
vorable business climate in an economy, remittances from migrants will have a
positive effect on inclusive growth if the funds raised are invested to promote
local entrepreneurship because of the ease of doing business.

The negative direct effects of migrants’ remittances may outweigh the positive
effects of the interaction between remittances and the ease of doing business for
several reasons: Over-reliance on remittances: In some countries, migrants’ re-
mittances may account for a significant share of national income. If these trans-
fers are used excessively, it can create unhealthy economic dependence and
hinder the development of local businesses. Brain Drain: Migrant remittances
can lead to a brain drain, meaning that the most skilled workers may be tempted
to leave their countries to work abroad, rather than serve their home countries.
This can limit the development and progress of the local economy. The substitu-
tion effect: Remittances from migrants can also have a substitution effect on lo-
cal investments. Recipients can choose to consume more, rather than invest in
local businesses that could create jobs and stimulate economic growth. Political
instability: In some cases, migrants’ remittances can contribute to political insta-
bility, creating wealth differences between those who receive the remittances and
those who are excluded. Lack of regulation: Finally, the lack of appropriate reg-
ulation can also contribute to negative effects of migrants’ remittances. In the
absence of regulation, there can be inappropriate or illegal use of funds, which
can lead to adverse effects on the local economy. It is therefore important to en-

sure that migrants’ remittances are used responsibly and in a regulated manner,
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in order to maximize their positive impact on inclusive growth.

This reflection is similar to that of several authors who have studied the effects
of migrants’ remittances on economic growth and have concluded that some
negative effects may outweigh the positive ones. Reference [66] investigates the
impact of migrants’ remittances on the rural economy in Egypt. He notes that
remittances have positive effects on poverty reduction, but they also have nega-
tive effects on the local economy. He explains that remittances create economic
dependence, encouraging people to reduce their participation in the local
economy and turn to accrue.il consumption. Similarly, [67] studies the impact of
remittances on natural resource use and agricultural production in Ethiopia.
They find that remittances have positive effects on the food security of rural
households, but they have negative effects on agricultural development and in-
vestment in local economic sectors. Reference [81] also studies the effects of mi-
grants’ remittances on El Salvador’s economy. They find that remittances have
negative effects on the local economy, creating an economic distortion that en-
courages people to rely on remittances rather than local economic development.

From this it can be said that although these transfers can contribute to the re-
duction of poverty and the improvement of the living conditions of the benefi-
ciary populations, they can also have negative economic consequences if their
use is not properly regulated and coordinated. Considering the above informa-
tion, it can be concluded that the alternative FGLS estimation method produces

robust results.

Table 5. Robustness sensitivity analysis using the Feasible Generalized Least Square (FGLS) method.

Effect of Migrant Remittances on

Inclusive Growth in Africa Role of the business climate Robustness
Variables 1QCI ocr -
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
LoTEM —0.09142 —0.(1(?223 —0.05)163 —0.99393 —0.(1(?419 —0.(1(?421 —0.(1(?427 —O‘(?'(‘)438 —0.(1(?256 —0.(1(?293 —O‘(?'(‘)283 —0.(1(?294 —0.99370 —0.(1(?541 —0.(1(?813

(0.000743)(0.000865) (0.000807) (0.000834) (0.000845) (0.000842) (0.000833) (0.000798) (0.000788) (0.000758) (0.000777) (0.000772) (0.000782) (0.00121) (0.00146)

0.000596 0.000343 0.000272

FAA
(0.000140)(0.000156) (0.000155)
LnTEMFA 0.00281  0.00643

A .

(0.00148) (0.00175)
DCS -0.00328 —0.00344 —0.00350 —0.00309 —0.00303 —0.00286 —0.00233 —0.00139 —0.00416 —0.00544 —0.00536 —0.00602 —0.00621 —0.00397
(0.000848)(0.000790) (0.000818) (0.000872) (0.000868) (0.000859) (0.000823) (0.000792) (0.000832) (0.000917) (0.000911) (0.000912) (0.000916) (0.000918)
SEE ALSO -0.00153 —0.00170 —0.00174 —0.00174 —0.00163 —0.00149 —0.00145 —0.00123 —0.00108 —0.00103 —0.00114 —0.00123 —0.00119
(0.000131)(0.000132)(0.000135) (0.000134) (0.000135) (0.000130) (0.000124) (0.000122) (0.000129) (0.000129) (0.000130) (0.000140) (0.000137)
DeoM 0.000486 0.000478 0.000470 0.000488 —0.000177 —0.000492 —0.000629 —0.000524 —0.000589 —0.000714 —0.000611 —0.000302
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Continued
(7.30e—05)(7.26e—05)(7.21e—05)(7.14e—05) (0.000102) (0.000103) (0.000101) (9.97e—05) (0.000101) (0.000104) (0.000109) (0.000112)
sce 0.000405 0.000345 0.000879 0.000884 0.000728 0.000696 0.000760 0.000784 0.000697 0.000741 0.00124
(0.000191)(0.000190) (0.000226) (0.000216) (0.000207) (0.000199) (0.000218) (0.000216) (0.000215) (0.000214) (0.000217)
GDPP —0.00116 -0.00141 —0.00121 -0.00184 -0.00170 —0.00124 -0.00138 —0.00135 -0.00137 -0.00436
(0.000473)(0.000471) (0.000451) (0.000439) (0.000422) (0.000427) (0.000427) (0.000421) (0.000420) (0.00167)
0.00116  0.00103 0.000960 0.00130 0.00264 0.00261 0.00246 0.00241 0.00267
(0.000275)(0.000263) (0.000251) (0.000244) (0.000360) (0.000358) (0.000355) (0.000354) (0.000427)
MM 0.000897 0.000577 0.000727 0.000636 0.000677 0.000694 0.000665 0.000525
(0.000102)(0.000104) (0.000102) (0.000103) (0.000103) (0.000102) (0.000102) (0.000107)
GE 0.0339 0.0219 0.0116 0.0130  0.00823  0.0106 0.0118
(0.00382) (0.00395) (0.00410) (0.00409) (0.00420) (0.00423) (0.00616)
0.00504 0.00510 0.00544 0.00584 0.00581 0.00581
DSAP
(0.000618) (0.000632) (0.000637) (0.000635) (0.000633) (0.000630)
0.00172  0.00172 0.00164 0.00143 0.00154
DCFAP
(0.000296) (0.000294) (0.000291) (0.000307) (0.000364)
0.00247 0.00240 0.00232  0.00277
(0.000795)(0.000785)(0.000781) (0.000751)
—6.41e-05
SDT .
(3.61e-05)
GDP 0.00279"
(0.00154)
0.000754
FBCF
(0.000217)
—-0.000536
Import
(0.000147)
CC —0.000170
(0.000157)
0.0294 0.0647 0.0777 0.114 0.120 0.122 0.119 0.0998 0.101 0.0708 0.0390 0.0363 0.0648 0.0947
Constant o s - 0.0252
(0.0140) (0.0174) (0.0163) (0.0166) (0.0168) (0.0167) (0.0165) (0.0159) (0.0152) (0.0150) (0.0164) (0.0163) (0.0163) (0.0224) (0.0289)
Observa-
i 1,094 900 900 820 786 785 785 783 782 782 698 698 698 691 643
ons
Number
ofid 6 46 46 46 46 46 46 46 46 46 42 42 42 42 40
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Continued

Chi2 3.641 19.89 160.9

Prob>F  0.0000 0.0000 0.0000

230.2

0.0000

238.6 2484 272.1 375.0 492.1 600.6 728.8 748.5 786.4 795.0 600.0

0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000

5. Conclusions

Inclusive growth is a form of economic growth that aims to ensure that the eco-
nomic benefits of growth are shared equitably among all members of society, espe-
cially marginalized and disadvantaged groups. Unlike traditional economic
growth, which is usually measured by the growth rate of gross domestic product
(GDP), inclusive growth takes into account other indicators of prosperity and
well-being, such as poverty reduction, improved living conditions, access to edu-
cation and health, and reduced social and economic inequalities. Inclusive growth
aims to ensure that economic growth benefits everyone and contributes to im-
proving the living conditions of the entire population, promoting sustainable and
balanced development. While it has significant impacts on many dimensions of
the SDGs, this study focused on the effect of migrant remittances on inclusive
growth (SDG 8) on a panel of 48 countries in Africa. Beyond the total amount of
remittances and the amount of these transfers, these indicators are necessary for
the achievement of decent work and economic growth, specifically inclusive
growth. Thus, the objective of this essay was to analyze the effect of migrants' re-
mittances on inclusive growth. It appears that taking into account the amounts
transferred by migrants in addition to the ease of doing business does not allow us
to better understand inclusive growth in Africa. The empirical analysis used sever-
al estimation techniques: ordinary least squares, generalized least squares, and
FGLS. Remittances from migrants have negative effects on inclusive growth, cap-
tured here by the Inclusive Growth Index. Although the literature on this issue has
largely focused on the micro level, this study is positioned as one of the first to
empirically assess the impact of migrants’ remittances on inclusive growth with a
sample of 48 African countries. In addition, the analysis of transmission channels
reveals that there are direct and indirect channels through which these transfers
pass, including traditional money transfer services, traditional banks, mobile pay-
ment platforms, innovative fintechs and startups, local merchants and money
transfer agents to negatively affect inclusive growth.

These results show that total remittances received mainly have direct and in-
direct effects on inclusive growth. With effects that can be channeled through
channels such as employment, gross domestic product per capita or even the
control of corruption and financial development. This can inform policymakers
about the priority to be given to investments in the economy. Thus, it is neces-
sary to promote a favorable business climate, in particular, to foster political sta-
bility, improve infrastructure, simplify administrative procedures, foster voca-
tional training and promote regional cooperation. In short, to overcome these
challenges, governments must develop strategies to diversify the economy and

encourage investment in productive sectors. This can include policies to pro-
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mote exports, boost entrepreneurship, and develop local skills. It is therefore

important for governments and development actors to work to improve the

business climate to foster entrepreneurship and productive investment, thereby

encouraging inclusive growth.
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