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Overview

In 2023, approximately 184 million people worldwide were migrants, driven by economic opportunities, conflict, violence
and other factors. Regardless of income level, many countries simultaneously serve as places of origin, transit and
destination for migrants. In 2023, global remittances reached around US$656 billion (in current dollars), comparable to
the GDP of countries such as Poland, Argentina and Belgium.

Remittances are a crucial lifeline for millions of people across the globe, particularly in developing countries. About 75% of
remittances are used to put food on the table and cover medical expenses, school fees or housing expenses. In times of
crisis, migrant workers will likely send more money home to cover crop losses or family emergencies. In over 60 countries
globally, remittances are equivalent to 3% or more of the Gross Domestic Product (GDP), with small and fragile states
relying even more heavily on these inflows.

Destination countries can also significantly benefit from migrants whose skills and qualifications align with their labour
market needs, especially when migrants are permitted and able to work in roles that match their expertise. However,
there are also associated costs, including the strain on public services, support for affected citizens and challenges related
to social integration.

Capturing data on remittance flows is challenging, as they mostly occur through informal channels via diaspora networks
and are driven by the size of the migrant population, for which data is often also unreliable. According to the United
Nations, the African diaspora worldwide is around 150 million people, with the majority residing in the Americas (North,
Central, South America and the Caribbean). However, the community responsible for remittances is much smaller, coming
from recent migrants. According to the World Migration Report 2024, about 21 million Africans live in another African
country. Approximately 19.5 million Africans reside outside continent, most in Europe, an increase on the estimate of 17
million in 2015.

In 2023, the gross remittance inflows into Africa were about US$90 billion in current US dollars (or about US$72.7 billion in
constant 2017 dollars, generally used on this website), with about US$20 billion (or US$16 billion in constant 2017 dollars)
being intra-Africa flows. North Africa received the largest share of remittances, followed by West Africa. Chart 3 presents
gross remittances inflows as a percentage of GDP.

When measured as a percentage of GDP, the top remittance-receiving countries in Africa—each exceeding 15% of GDP—
are Gambia, Lesotho, Comoros, Liberia, and Somalia. In contrast, countries like South Africa, Botswana, Gabon,
Equatorial Guinea, Céte d'lvoire, Libya, Seychelles and Mauritius are net remittance senders, meaning they send more
remittances than they receive.
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https://www.worldbank.org/en/publication/wdr2023
https://www.worldbank.org/en/publication/wdr2023
https://www.ifad.org/en/w/explainers/14-reasons-why-remittances-are-important
https://www.worldbank.org/en/topic/migration/brief/remittances-knomad
https://unric.org/en/fellowship-programme-for-people-of-african-descent-fsg/
https://publications.iom.int/books/world-migration-report-2024
https://gfrid.org/wp-content/uploads/2023/06/RemitSCOPE_Africa_preliminary_release.pdf

Chart 3: Gross remittances inflows (% of GDP), 2023
ISS| AF

20%

15%

(=9
=]
2
et
5
R
10%
5% I
0%
z 2 22 c =2 3 T ¢ 2 2232285 S 28222 E 5 £ T g ¥E ¥ S ET T T T 4 E S
PR IfrIIRIIBRIIREIEIEISIloGEriiiIifiiieiss
m%gjm >@m 8 5 3 = v] - ng-ﬁmmggjj“’SE:_—w 5 £ = £ 8 o2 =<3
o 3 P s e 2 =z & ES & =z = &8 T g m:ﬁq"“zmt;_c
8§ £%3gE%ces g £g“3 278 2 8 g g% 5§23
3 8§ £ N z =4 F s g = 3 2
= @ = @ o
o (=
-]
A

Source: World Bank

Many of these nations host large populations of migrants from other African countries. For example, Cote d'lvoire’s
relatively strong economy attracts immigrants from neighbouring countries such as Burkina Faso, Mali and Guinea.
Migrants account for between 10% and 25% of the population of Céte d'lvoire. In 2023, remittances outflows from Céte d’
Ivoire represented about 2% of its GDP, while remittances inflows accounted for just 1.3% of GDP. Only South Africa,

which has more than double Cote d'lvoire's population and a much bigger economy, has more migrants.

Chart 3 shows that about 20 African countries receive remittances amounting to at least 3% of their GDP, highlighting the
importance of remittances for funding the current account and fiscal shortfalls. At the regional level, remittances
accounted for an average of 7.6% of GDP in West Africa, 6.8% in East Africa, 4.4% in North Africa, 3.7% in Southern Africa
and 1.4% in Central Africa in 2023. In absolute terms, Egypt is Africa's largest destination of remittances, primarily from

Egyptian workers living in Gulf countries.

The development benefits of remittances

Diaspora finance has many benefits. It can, for example, be mobilised for infrastructure development. Countries with
large diaspora populations can tap into the funds within that community to invest locally by benefiting from a patriotic
dividend, but they must then maintain a strong and positive relationship with the diaspora community.

Ethiopia crossed a vital hurdle when, in 2011, it floated a diaspora bond to help fund the Grand Ethiopian Renaissance
Dam. The Kenyan diaspora sent an estimated US$3 billion in remittances back home in 2019. In 2020, Kenya followed up
on its successful 2009 diaspora bond by introducing a licensed investment fund for overseas citizens to invest in

development projects.

Nigeria raised US$300 million from its first-ever diaspora bond for infrastructure projects in 2017. In July 2024, the
Nigerian Government announced plans to issue a US$500 million diaspora bond to finance its budget and support
infrastructure and other development needs from Nigerians living abroad. In February 2025, Kenya's Treasury also stated
that it looked at diaspora bonds as a series of instruments to help tackle the country’s debt crisis, with gross government
debt increasing from 34% of GDP in 2007 to 70% in 2024.
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https://www.washingtonpost.com/world/interactive/2021/africa-cities/?itid=hp_most-read_1.
https://www.brookings.edu/articles/foresight-africa-viewpoint-debt-by-diaspora-ties-that-bond/
https://www.brookings.edu/articles/africa-in-the-news-zambias-debt-kenyas-parliament-and-trade-and-politics-in-the-horn-of-africa/
https://qz.com/africa/1014533/nigeria-has-raised-300-million-from-its-first-ever-diaspora-bond
https://www.cnbcafrica.com/2024/nigeria-to-launch-500-million-diaspora-bond-in-economic-growth-push/
https://www.thebanker.com/content/cc06b0a0-b149-4b12-abc8-e746e738250f

In addition to their potential to contribute to poverty reduction by supporting household income, remittance inflows serve
as a stable source of foreign exchange, playing a crucial role in supporting macroeconomic stability. They bolster foreign
exchange reserves, enabling countries to finance imports. Also, through value-added taxes, remittances can enlarge the
tax base and increase government revenue.

Remittances are less volatile than FDI and other cross-border capital flows. Their substantial size relative to other foreign
exchange sources, countercyclical nature and indirect support for public finances can also enhance a country's sovereign
credit ratings and debt repayment capacity. Additionally, future remittance inflows can be leveraged as collateral to
reduce the cost of international borrowing, but it all depends on what use remittances are put to.

Remittances can also reduce gender disparities. According to studies cited in a recent World Bank report, in Morocco,
families with low educational backgrounds who receive remittances are more likely to delay their daughters' entry into the
workforce, allowing them to remain in school longer.

However, remittances can also produce unintended adverse effects without appropriate domestic policies. Some studies
suggest that economies heavily reliant on remittances risk falling into a "remittance trap," where growth remains low.
Since remittances are primarily used for household consumption, rising demand for goods and services can increase
prices. The influx of foreign currency and inflation can make exports less competitive, leading to a decline in export
production—a phenomenon known as Dutch disease. Resources then flow away from industries producing tradable
(export) products that face international competition toward those that serve the domestic market. The result is a decline
in the number of better-paid, high-skill jobs, typical in the traded sector, and an increase in low-skill, poorly paid jobs in
the non-traded sector.

This shift in the labour market encourages higher-skilled workers to emigrate for better-paying jobs. Meanwhile, the cost
of living for most families rises along with domestic prices, and the loss in competitiveness means that more products
must be imported, hurting economic growth. This, in turn, increases the incentive for family members to emigrate so that
they can send money home to help relatives shoulder the burden of the higher cost of living.

In effect, countries heavily reliant on remittances may become dependent on exporting labour instead of goods produced
domestically by that labour.

Remittances can also have significant political and economic side effects, such as large inflows that allow governments of
the recipient country to be less responsive to the needs of society. The reasoning is that families which receive
remittances are somewhat insulated from economic shocks and are less motivated to demand change from their
governments; the government, in turn, feels less obligated to be accountable to its citizens. Politicians may welcome
remittance inflows that reduce public scrutiny and political pressure and enable them to continue spending on things that
will win them popular support and re-election.

Despite its positive consumption effects, there is little evidence linking remittances to robust economic growth and
no examples of countries that experienced remittance-led growth in the literature.

Chart 4 depicts net remittances as a percentage of GDP for Africa compared to South America and South Asia, the two
most comparable regions. It includes a forecast to 2043.
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https://www.worldbank.org/en/publication/wdr2023
https://www.imf.org/en/Publications/fandd/issues/2018/09/is-there-a-remittance-trap-chami
https://www.imf.org/en/Publications/fandd/issues/2018/09/is-there-a-remittance-trap-chami

Chart 4: Net remittances for Africa, South America and South Asia, 1980-2043 |
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Net remittances to Africa (inflows minus outflows) will likely continue to increase. On the Current Path, Africa will likely
remain a net remittance recipient for the foreseeable future, with net inflows estimated at approximately US$94 billion by
2043. If informal remittances represent 75% of formal transactions, the total African remittance market could reach
US$500 billion by 2035. While the absolute amount of remittance flows to Africa will continue to increase, remittance as a
share of GDP will decline from 2.3% to about 1.5% by 2043, as reflected in Chart 4.
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