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This study examines the relationship among remittances, growth 
and poverty reduction in Nigeria. Secondary data from the World 
Development Indicators was utilized from 1981-2019. ARDL Bounds 
test and Granger causality techniques were employed in analyzing 
the objective of the study. Consequently, the major findings in this 
study could be submitted as follows: GDP per capita has a positive 
and significant relationship with migrant remittances. Furthermore, 
economic growth motivates poverty reduction in the country. Hence, it 
could be concluded that migrant remittances and growth are important 
economic variables that drive poverty reduction in Nigeria. Moreover, 
following the emergence of these important findings, these pertinent 
recommendations are therefore made for the policymakers in Nigeria 
and Africa by extension, that whenever poverty reduction is the goal 
of these policymakers, implementation of the policies that would 
stimulate sporadic inflows of migrant remittances should be embarked 
upon. Similarly, policies that will ensure double digit growth rate in 
sustainable manners in the country should be embarked upon by the 
policymakers. © 2022 University of Economics – Varna
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1. Introduction

Continuous rising in the level of migrant workers in the advanced countries 
has been the critical factor fuelling the growth of remittances across the developing 
economies (Basanta and Malvika, 2016). Migrant remittances have been the strategic 
component of foreign capital inflows that cannot be overemphasized in the developing 
world in general and Africa in particular in recent times. In 2016, developing countries 
received 24% of the world’s total international migrant remittances (Migration and 
Remittances Factbook, 2016). In sub-Saharan Africa, migrant remittances accounted 
for about 3.7% of its Gross Domestic Product (GDP) in 2013 (World Development 
Indicators, 2014). 

Meanwhile, in the past few decades, it has been observed that Nigeria has 
experienced a massive migration of its vibrant and productive human resources to 
Europe, the United States of America, South Africa, UAE and a host of others in search 
of greener pasture and education. In view of the above, the inflows of remittances 
by the Nigerians in diaspora to support their families back home become inevitable 
(Fagerheim, 2015; Van-Dalen et al., 2005; Lucas and Stark, 1985). However, despite 
the fact that Nigeria has been the most popular recipient of remittances among the 
African countries in the last few years, poverty is yet one of the critical challenges 
confronting the country in the most recent times (Aderemi et al., 2020; WDI, 2019; 
Adebayo, 2018; Hernandez-Coss and Bun, 2006). In Nigeria, nearly 90 million people 
live in extreme poverty and hunger with no hope of coming out of the poverty cycle 
in any moment (World Poverty Clock, 2018). Whereas combating poverty menace in 
Nigeria requires a holistic approach. One of the viable approaches is the opening of the 
Nigerian economy to more inflows of remittances. On the other hand, it is encouraging 
double digit growth of the economy through investment of foreign capital, which 
could guarantee inclusiveness among the Nigerian populace. It has been argued in the 
literature that remittances had been a strategic source of finance and poverty reduction 
in some countries since 2000 (Imai et al. 2014). In the same vein, remittances could 
stimulate growth if invested in productive ventures (Cazachevici et al., 2019; Okoduwa, 
Ewetan and Urhie, 2015; Lucas and Stark, 1985). 

Succinctly put, from a theoretical standpoint, remittances have the capacity to 
generate opportunities for growth and consequently poverty reduction via investment 
and capital accumulation (Todaro, 1969; Englama, 2009). However, empirical evidence 
regarding remittances, growth and poverty reduction nexus has been a burning issue 
among both the scholars and policymakers over the years. It is instructive to state that 
both cross countries and country specific studies focusing on developing economies 
have been extremely controversial in terms of results and policy implications. (See 
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Dennis and Godspower, 2018; Katsushi and Bilal, 2017; Fayomi, Azuh and Ajayi, 2015; 
Yilmaz, 2015; Aboulezz (2015) Beyene, 2014; Bugamelli and Paternò 2011). Against 
this backdrop, further study of this subject matter becomes a continuous exercise in 
a developing country such as Nigeria, where poverty is endemic. The controversies 
surrounding the past studies were largely due to methodological issues regarding 
poverty reduction and growth measurements. As a departure from the existing studies, 
this study employed GDP per capita and growth rate as measurements for poverty 
reduction and growth simultaneously, (in) which past studies have not fully explored 
in Nigeria in the most recent times. This measurement is appropriate for this study 
because the dynamics of it can actually lay a foundation for poverty reduction. Similarly, 
besides the use of available up-to-date […], this study is unique in terms of estimation 
technique while utilizing the ARDL-Bounds test and Granger causality approach in 
addressing remittances, growth and poverty reduction nexus in Nigeria. The scope of 
this study ranges from 1981 to 2019. In addition to the introductory aspect of this 
work, review of relevant literature was carried out in section two, whereas section three 
captures methodology, discussion of results and policy implication of the paper.

2. Literature Review

Several theoretical propositions have been put forward to justify the various factors 
that motivate the migration of people and migrant remittances globally. (In) the views 
of the Neo-classical theory of migration championed by Hicks (1932), which was later 
expanded in the works of Lewis (1954) and Harris and Todaro (1970) concurrently 
enunciated cross border labour migration in the phase of economic development. This 
theory argued that it is only the migrant welfare that informed his decision to migrate 
and not the social welfare of his household. However, the macroeconomic perspective 
of the theory submitted that the differences in real wages among various countries are 
the main factor that is responsible for migration and flow of capital. Consequently, 
various attempts by scholars to provide empirical arguments to substantiate the impact of 
remittances on various macroeconomic variables such as economic growth and poverty 
reduction have given birth to different scholastic views globally in the literature. For 
instance, while examining the contributions of remittances to poverty alleviation with 
the case study of some selected emerging markets, Tsaurai (2018) explored the fixed 
effects approach and the pooled ordinary least squares (OLS) as analytical techniques 
to posit that the inflows of remittances led to a rise in poverty levels in the selected 
emerging markets. In another related study, Dennis and Godspower (2018) investigated 
the nexus between international remittances and poverty reduction within the Nigerian 
economy, utilizing the ARDL approach. It was discovered from the study that the 
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impact of both inward and outward remittances showed diverse results on poverty 
reduction in the short run. Meanwhile, inward remittances exacted a significant impact 
in Nigeria in the short run, while reverse was the case of outward remittances in the 
country. But the long run results indicated that inward remittances orchestrated poverty 
and outward remittances caused poverty reduction in the country. Meanwhile, Imai et 
al. (2014) evaluated the contribution of remittances to the growth of GDP per capita 
using panel data analysis for 24 Asian and Pacific economies. The authors concluded 
that remittances had a direct impact on economic growth and the reduction of poverty 
in the region.

Moreover, Imai, Malaeb and Bresciani (2017) provided a critical review 
of literature and empirical evidence regarding the linkage between international 
remittances, migration, growth and poverty reduction in Asia and the Pacific region 
with the aid of panel data analysis. It was discovered from the study that remittances 
stimulated economic growth and consequently orchestrated both national and rural 
poverty reduction. In a related work, Cazachevici et al. (2019) employed a quantitative 
survey to estimate how remittances stimulated economic growth using 538 estimates 
reported in 95 studies. The results from the study indicated as follows: approximately 
40% of the studies reported a positive effect, 40% reported no effect, and 20% reported 
a negative effect. It was concluded that the mean effect of remittances on growth was 
still positive but economically small. However, the study identified noticeable regional 
differences such that remittances were growth-enhancing in Asia whereas reverse was 
the case in Africa. While investigating the nexus between internal remittances and 
poverty, McKay and Deshingkar (2014) subjected household surveys from Vietnam, 
Bangladesh, South Africa, Rwanda, Nigeria and Uganda to empirical analysis. The 
authors submitted that remittances favoured poverty reduction hypothesis in those 
countries under investigation. Bertoli and Marchetta (2014) used household survey 
data to assess the linkages that existed among remittances, migration and poverty in 
Ecuador. It was pinpointed from the study that migration contributed to an insignificant 
reduction in poverty among migrant households. Meanwhile, the levels of poverty were 
reduced significantly among the remittance receiving households. Akano et al. (2013) 
applied Cointegration and Granger causality technique to investigate the relationship 
between the inflows of remittances and economic growth in Nigeria.  A long run 
equilibrium relationship existed among the various variables of interest in the study. 
Also, feedback relationship runs from GDP to remittances. Azam et al. (2016) adopted 
panel Fully Modified Ordinary Least Squares (FMOLS) in exploring how foreign 
remittances influenced alleviation of poverty using 39 high, middle and lower-income 
economies as a case study between 1990 and 2014. The study provided evidence to 
support how foreign remittances led to the reduction in poverty levels across all the 
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selected economies. However, the impact of foreign remittances was significantly 
positive in reducing poverty in high-income countries. 

In conclusion, it has been observed from the studies reviewed that the empirical 
literature lacks consensus regarding linkage between remittances, growth and poverty 
reduction in developing economies. Therefore, using GDP per capita as a measure of 
poverty in this study is a departure from the existing bodies of knowledge. Hence the 
relevance of this paper.    

3. Methodology

The nature of this study motivates the adoption of an ex post facto research design, 
which has been submitted in the literature to be appropriate for a study like this whose 
main interest explored the viable relationship, and describe how migrant remittances 
and growth predict variation in poverty reduction over time in Nigeria. In addition, 
the study employed secondary data spanning from 1981 to 2019, and these data were 
extracted mainly from the World Bank Development Indicators.

3.1.	 Theoretical	Framework	and	Model	Specification
This study is anchored on the conventional neo-classical growth theory as its 

theoretical framework. This theory was propounded by Robert Solow (1956) with the 
postulate that the accumulation of physical capital, an expansion of the labour force 
and exogenous factor - technological progress or effective knowledge are drivers of 
economic growth. The aggregate production function could be formulated in terms of 
a Cobb-Douglas production function as follows; 

  (1)

From equation one (1), where Y  Output. A  Technology or effective knowledge, 
𝐾𝑡 = Physical capital, 𝐻𝑡 = Human capital and 𝐿𝑡 = Labour force. (𝛼 + 𝛽 + 𝑟) = 1. 
Therefore, it is important to state that the production function is therefore homogenous 
of degree 1 which at same time exhibits a constant returns to scale. 

If the labour factor is normalized and natural log is taken in equation one (1), 
equation two (2) could emerge in a linear form as this; 

Log 𝑌 = Log 𝐴 + 𝛼 Log 𝐾 + 𝛽 Log 𝐻 + 𝑟 Log 𝐿 (2)

The elasticity effect of the equation two (2) generated by incorporating the 
intensive form of the independent variables in equation (2) as this; 

𝑦 = 𝑎 + 𝛼𝑘 + 𝛽ℎ + 𝑟𝑙  (3)



79

N.A. Lawal, E.A. Adegun, T.A. Aderemi, R.O.S. Dauda. Migrant Remittances,  
Growth and Poverty Reduction: ARDL-Bounds Test and Granger Causality Approach

However, remittances have been argued to be an important component of 
international capital flow that drives economic growth and consequently brings about 
poverty reduction in developing countries. Therefore, the focus of this study necessitates 
the re-specification of equation three (3) to capture the objective of this study where 
migration remittances, GDP per capita, and growth rate are principal variables in the 
study. Therefore, the study could draw an insight from studies such as Ogunleye et al. 
(2020) and Aderemi (2019) in formulating its model as follows;

GDPCA𝑡 =  ∅ + 𝛼 MGRTA𝑡 + 𝛽 GCF𝑡 + 𝛾 GRR𝑡 + 𝜇𝑡  (4) 

Introducing natural log to the above equation could further transform the empirical 
model for this study, which is expressed thus;

GDPCA𝑡 =  ∅ + 𝛼 Log MGRTA𝑡 + 𝛽 Log GCF𝑡 + 𝛾 GRR𝑡 + 𝜇𝑡  (5)

3.2.	ARDL	Model	Specification
Drawing an insight from the submission of Pesaran, Shin and Smith (2001); 

Pesaran and Pesaran (1997), which argues that if the results of stationary test of dataset 
show that the variables of interest comprise of I(0) and I(1) variables, ARDL and 
Bounds test would be the appropriate technique of estimation. In the light of the above, 
this work utilized the ARDL model, which is specified as follows;

light of the above, this work utilized the ARDL model, which is specified as 

follows; 

∆𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝑡𝑡𝑡𝑡  = ∅ +  ∑ ∅1 𝑝𝑝𝑝𝑝
𝑖𝑖𝑖𝑖=1   ∆𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝑡𝑡𝑡𝑡−1 + ∑  α 𝑝𝑝𝑝𝑝

𝑖𝑖𝑖𝑖=0 ∆𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿 𝑀𝑀𝑀𝑀𝐺𝐺𝐺𝐺𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝐺𝐺𝐺𝐺𝑡𝑡𝑡𝑡−1 +

 ∑ β 𝑝𝑝𝑝𝑝
𝑖𝑖𝑖𝑖=0 ∆ 𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿 𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝑡𝑡𝑡𝑡−1 + ∑ γ 𝑝𝑝𝑝𝑝

𝑖𝑖𝑖𝑖=0 ∆ 𝐺𝐺𝐺𝐺𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑡𝑡𝑡𝑡−1 +  μt (6 ) 
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Where: 
GDPCA = Gross Domestic Product per capita measures a country`s economic 

output that accounts for its number of people, and is measured in dollars in this study. 
This is the household consumption per capita in an economy and is therefore used to 
proxy poverty reduction in this study. MGRTA = Migrant remittances which is inflows 
of migrant remittances into Nigeria and its value is measured in million US dollars.  
GCF = Real gross fixed capital formation which could stand for domestic investment in 
physical capital, its value is measured in billion US dollars in this study. GRR = Growth 
rate, this measures the rate at which an economy grows per annum and is measured in 
percentage (%).  

Log = Natural logarithm 
∅ = Intercept or effective knowledge. 𝛼, 𝛽 and   = Elasticity parameters and 𝜇𝑡 = 

White noise error term i.e. 𝜇𝑡 ≈ 𝑁(0, 𝜎𝑡)  
4. Result and Discussion

Table 1
Descriptive Statistics of Annual Data Series

Descriptive Statistics Log MGRTA GDPCA GRR Log GCF
Mean 20.42723 1315.077 3.506154 23.70234
Median 20.87770 902.0000 3.200000 23.81207
Maximum 24.10911 3223.000 33.70000 26.21342
Minimum 14.50866 270.0000 -13.10000 24.13107
Std. Deviation 3.211964 891.4920 7.034292 0.711454
Skewness 0.388449 0.541167 1.522585 0.058533
Kurtosis 1.722254 1.885429 10.75300 3.119124
Jargue-Bera 3.633835 3.922289 112.7457 1.614314
Probability 0.162526 0.140697 0.000000 0.377732
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Sum 796.6618 51288.00 136.7400 928.1614
Sum. Sq. Deviation 392.0351 30200803 1880.288 15.29877
Observation   39  39  39 39

Source: Authors’ computation (2021)

Table 1 shows the summary of the descriptive statistics of remittances in a log 
form, growth rate, GDP per capita and gross fixed capital formation in a log form within 
periods of 39 years. Descriptive statistics of variables is one of the pre-estimations in 
empirical analysis […] involves econometrics as technique of estimation, this is because 
the use of econometrics heavily relies on the principle of the normal distribution before 
its estimated parameters could be described as “BLUE”. Consequently, Log MGRTA 
which is used to measure migrant remittance in Nigeria from 1981 to 2019 has a mean 
of $20.4, the minimum value and maximum value of $14.5 and $24.1 respectively. 
This implies that migrant remittances rose as high as $24.1 billion and fell as low as 
$20.4 billion in Nigeria in the last 39 years simultaneously. The value of mean of Log 
MGRTA is more than the value of its standard deviation. This implies that migrant 
remittances data dispersed in a moderate manner from its mean area within the periods 
of the analysis. The variable is skewed in a positive direction with a kurtosis value that 
is not far from 3. This shows that migrant remittances data, to a certain degree agreed 
with the principle of symmetry in terms of its distribution. 

In the same vein, GDPCA is a proxy for poverty reduction from 1981 to 2019, and 
it has a mean value of $1315 alongside with a minimum value of $270 and maximum 
value of $3223 simultaneously. The implication of this is that GDP per capita rose as 
high as $1315 and fell as $270 in Nigeria in the last 39 years. There was a moderation 
in the dispersal of the data during the periods of analysis because the mean value of the 
data is greater than its standard deviation. The data is positively skewed and possesses 
kurtosis value that is not far from 3. These features exhibited by GDP per capita data, 
show that the variable agrees with the symmetrical distribution assumption.

Furthermore, economic growth rate has a mean value of 3.5%, with 33.7% and 
-13.1% as the maximum and minimum values respectively. This means that economic 
growth rose as high as 33.7% and fell as low as -13.1% in Nigeria in the last 39 years. 
Growth rate has a standard deviation that is greater than its mean value, this points to 
the data that it is widely dispersed from its mean value. Similarly, the values of both 
skewness and kurtosis indicate that the data is not in agreement with the symmetrical 
distribution assumption. 

However, gross fixed capital formation in log form has a mean value of $23.7 
billion, maximum value of $26.2 billion and minimum value of $24.1 billion 
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respectively. The […] implies that gross fixed capital formation rose as high as $26.2 
billion and fell as $24.1 billion in Nigeria in the last 39 years. In addition, this variable 
has standard deviation whose value is less than that of the mean value. Therefore, the 
variable is dispersed in a moderate way from the mean point. It is positively skewed 
as its kurtosis has a value of 3.1, this shows that real gross fixed capital formation is in 
agreement with the symmetrical distribution assumption. 

In summary, it could be deduced from the above that the majority of the data 
employed for the variables of interest agreed with the symmetrical distribution 
assumption. Therefore, these data to a large extent are normally distributed, they could 
be used further for econometric analysis.

Table 2
Unit Root Test

Variables ADF Test
Level Probability 1st Diff Probability Remark

LMGRTA -2.941145*** 0.8106 -2.943427***  0.0000 I(1)
GDPCA -2.943427*** 0.7104 -2.943427***  0.0078 I(1)
GRR -2.941145*** 0.0006 I(0)
LGFC -2.943427*** 0.3087 -2.945842*** 0.0078 I(1)
Variables PP Test

Level Probability 1st Diff Probability
LMGRTA -2.941145*** 0.8174 -2.943427*** 0.0000 I(1)
GDPCA -2.941145*** 0.6735 -2.943427*** 0.0105 I(1)
GRR -2.941145***  0.0006 I(0)
LGCF -2.943427***  0.2601 -2.945842*** 0.0216 I(1)

Source: Authors’ computation (2021)
*** 5%

One of the problems that cannot be undermined while employing time series data 
for empirical analysis is unit root problem. The problem associated with unit root is 
that it is a major cause of spurious results in an empirical study. This could make the 
findings of the study to be biased if the problem is not eliminated. In order to eliminate 
this problem in this study, the authors utilized the technique of the standard Augmented 
Dickey-Fuller (ADF) and Phillips-Perron (PP) tests in table 2 to verify the stationarity 
properties of the data. The estimated results in the table indicate that all the variables 
are stationary after first differencing except economic growth rate which is otherwise 
stationary in its native form. The implication of the above finding is that the relevant 
variables of interest in the study are combination of both I (1) and I (0) variables.
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Table 3
ARDL Bounds Test

Sample: 1982 2018
Included observations: 37
Null Hypothesis: No long-run relationships exist

Test Statistic Value K

F-statistic 1.829355 3
Critical Value Bounds

Significance I0 Bound I1 Bound
5% 3.23 4.35

Source: Authors’ computation (2021)

Following the submissions of Pesaran, Shin and Smith (2001), and Pesaran and 
Pesaran (1997), when variables of study are made up of different order of integrations, 
especially I (0) and I (1), examining the long-run relationship or otherwise of the 
variables via the framework of ARDL Bounds test becomes inevitable. Against this 
backdrop this study examined a long-run relationship between migrant remittances and 
other macroeconomic variables in Nigeria. Looking at table 3, it could be established 
that there is no long-run convergence among migrant remittances, growth and poverty 
reduction in Nigeria due to the fact that F-Statistic has a value that is not up to the value 
of the upper and lower Critical Value Bounds at 5% significant level. Therefore, the 
short-run ARDL model is appropriate in this paper.

Table 4
VAR Lag Order Selection Criteria

Endogenous variables: LGCF LMGRTA GDPCA GRR 
Exogenous variables: C 
Sample: 1981 2019
Included observations: 35

 Lag LogL LR FPE AIC SC HQ
0 -469.6186 NA  6665617.  27.06392  27.24167  27.12528
1 -347.3487   209.6056*   15486.38*   20.99135*   21.88012*   21.29816*
2 -342.1809  7.677825  29913.32  21.61034  23.21012  22.16258
3 -329.0754  16.47549  39082.69  21.77574  24.08654  22.57343
Source: Authors’ computation (2021)
* indicates lag order selected by the criterionLR: sequential modified LR test statistic (each test at 5% 
level)
FPE: Final prediction error; AIC: Akaike information criterion; SC: Schwarz information criterion; 
HQ: Hannan-Quinn information criterion
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The ARDL model shows how a variable in the previous period influences the 
current period, this is one of the principal factors that makes the optimal lag length 
selection important in this study. Consequently, Table 4 indicates that all the information 
criteria point to lag one. This implies that lag one is appropriate for this ARDL model.

 
Table 5

Short-Run Relationship between Remittances, Growth and Poverty Reduction in Nigeria

Short Run Coefficient T-statistics Prob. Value
D(GDP/CA(-1) 0.822000* 9.183223 0.0000
D(LMGRTA) 30.93102*** 2.071137 0.0468
D(GRR) 9.148947** 1.732574 0.0931
D(LGCF) 499.4843*** 2.573310 0.0151
R-Squared 0.963330

Source: Authors’ computation 2021
*Significant at1%;  ***significant at 5%;  **Significant at 10%

The estimated results of the short-run relationship between remittances and 
poverty reduction in Nigeria were shown in table 5. The explanatory variables of the 
study were in agreement with the a priori expectation of the study. Also, R-Squared 
has a value of 0.963330. The implication of this value is that approximated 96% of 
deviation in dependent variable, GDP per capita was explained by the remittances, 
growth rate, gross fixed capital formation and the lag value of GDP per capita in the 
model, leaving 4% unexplained due to a random chance.  This justified the relative 
goodness of this model for the empirical analysis.

Meanwhile, the lag value of GDP per capita has a positive relationship with its 
present value, the relationship is significant at 1% level of significance. This implies 
that the past GDP per capita led to a rise in present GDP per capita in Nigeria. Similarly, 
GDP per capita has a positive and significant relationship with migrant remittances in 
Nigeria. A unit change in migrant remittances brings about 0.3% rise in GDP per capita 
in the country. This implies that migrant remittances are a poverty reducing agent in 
Nigeria. Furthermore, economic growth rate and GDP per capita have a significant direct 
relationship. A unit change in economic growth rate leads to a rise in GDP per capita by 
9.1% in Nigeria. This implies that economic growth supports poverty reduction in the 
country. This corroborates the argument of inclusive growth theory. In the same vein, 
GDP per capita and gross fixed capital formation have a significant positive relationship 
in Nigeria. As gross fixed capita formation changes by a unit, GDP per capita increases 
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by 4.99% in the country. This shows that gross fixed capital formation causes poverty 
reduction in Nigeria. From the above, it could be inferred that migrant remittances 
lead to poverty reduction in the economy. This finding is validated by the submissions 
of Adeyi (2015) and Adarkwa (2015) in related studies in Nigeria and Sri Lanka and 
some selected ECOWAS countries respectively.  Azam et al. (2016) in a similar study 
focusing on 39 high, middle and lower-income countries, Betti and Lundgren (2012) 
in Tajikistan, Beyene (2014) in Ethiopia, Bertoli and Marchetta (2014) in Ecuador, and 
Hobbs and Jameson (2012) in Costa Rica, despite the fact that a different technique was 
employed. However, the finding in this study contradicts the finding of Tsaurai (2018) 
in some selected emerging markets.
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The residual value of the estimated model shown in Figure 1 has a distribution that 

is fair despite that the fact that its distribution is negatively skewed because the 

value of its kurtosis is very close to 3, and at the same time the probability JB is 

not significant at 5% critical value.   

Figure 1: Normal Distribution of the Residuals 
Source: Authors’ computation (2021)

The residual value of the estimated model shown in Figure 1 has a distribution that 
is fair despite that the fact that its distribution is negatively skewed because the value of 
its kurtosis is very close to 3, and at the same time the probability JB is not significant 
at 5% critical value.  

Table 6
Breusch-Godfrey Serial Correlation LM Test

F-statistic 1.961873 Prob. F(1,30) 0.1716
Obs*R-squared 2.271121 Prob. Chi-Square(1) 0.1318

Source: Authors’ computation (2021)

The estimated results shown in Table 6 indicate that both the F-statistic and the 
observed R-squared have values of 0.1716 and 0.1318 respectively. This implies that 
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the residual value is not suffering from the problem of serial correlation because the 
values (of) these probabilities are higher than 0.05. And as such, the null hypothesis 
(Ho) of no serial correlation could not be rejected.

Table 7
Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 1.218633 Prob. F(5,31) 0.6311
Obs*R-squared 2.452334 Prob. Chi-Square(5) 0.0912
Scaled explained SS 1.398209 Prob. Chi-Square(5) 0.0857

Source: Authors’ computation (2021)

The null hypothesis of no heteroscedasticity could not be rejected in the above 
table because the probability values of both the F-statistic and the observed Rsquared 
are 0.6311 and 0.0912 respectively, and these values are greater than 0.05. Therefore, 
the residuals of the model is homoscedastic.

Table 8
Pairwise Granger Causality Test between Remittances,  

Growth and Poverty Reduction in Nigeria

Null hypothesis F-statistic Prob. Decision Causality
LMGRTA  does not Granger Cause GDP/CA 4.40727 0.0204 Reject Unidirectional

GDP/CA does not Granger Cause LMGRTA 0.98472 0.3846 Accept

GRR does not Granger Cause GDP/CA 2.50721 0.0974 Accept None

GDP/CA does not Granger Cause GRR 0.61106 0.5490 Accept

GRR does not Granger Cause LMGRTA 5.55869 0.0085 Reject Unidirectional

LMGRTA does not Granger Cause GRR 0.14899 0.8622 Accept

Source: Authors’ computation (2021)

The technique of Granger causality test was utilized to examine the existence or 
otherwise of causal relationship between remittances, growth and poverty reduction 
in Nigeria. In Table 8, the estimated results show that a unidirectional causality flows 
from remittances to GDP/CA. Since remittances Granger caused GDP per capita in 
Nigeria, this is a vital signal that remittances as one of the international inflows of 
capital are an important variable for the achievement of poverty reduction in Nigeria. 
This finding contradicts the submissions of Hatemi-J and Uddin (2014) and Gaaliche 
and Zayati (2014) who discovered bidirectional causality between remittances and 
poverty reduction in Bangladesh and developing countries respectively. There is a way 
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feedback relationship flowing from growth rate to migrant remittances in Nigeria. No 
Granger causal relationship existed between migrant remittances and growth in Nigeria.

 
5. Conclusion and Policy Implications 

While moving the frontiers of knowledge, this study examined the nexus between 
migrant remittances, growth and poverty reduction in Nigeria from 1981 to 2019 with 
the application of ARDL Bounds test and Granger causality technique. Consequently, 
the summary of the major findings in this study could be submitted as follows: the past 
GDP per capita led to a rise in the present GDP per capita in Nigeria. Similarly, GDP per 
capita has a positive and significant relationship with migrant remittances in Nigeria. 
Therefore, migrant remittances are a poverty reducing agent in Nigeria. Furthermore, 
economic growth rate and GDP per capita have a significant direct relationship. In other 
words, economic growth supports poverty reduction in the country. GDP per capita and 
gross fixed capital formation have a significant positive relationship in Nigeria. 

In the same vein, migrant remittances Granger caused GDP per capita in Nigeria. 
This is a vital signal that remittances as one of the international inflows of capital 
are an important variable for the achievement of poverty reduction in Nigeria. One-
way feedback relationship flowing from growth rate to migrant remittances was 
discovered in the country. Hence, it could be concluded that migrant remittances and 
growth are important economic variables that drive poverty reduction in Nigeria. 
Moreover, following the emergence of important findings in this study, these pertinent 
recommendations are therefore made for the policymakers in Nigeria and Africa 
by extension that whenever poverty reduction is the goal of these policymakers, 
implementation of the policies that would stimulate sporadic inflows of migrant 
remittances should be embarked upon. Similarly, policies that will ensure double digit 
growth rate in a sustainable manner in the country should be embarked upon by the 
policymakers. In other words, inclusive growth-oriented policies and programs should 
be embarked upon by the Nigerian policymakers.
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