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ABSTRACT

The research examined remittance, institutional
quality and human capital development Nexus in
selected Sahel countries which include Burkina
Faso, Cameroon, Chad, the Gambia, Guinea,
Mauritania, Mali, Niger, Nigeria and Senegal. The
study employed data from 2006 to 2022. The
research utilised various statistical methods
including  descriptive  statistics,  Pearson’s
correlation matrix, unit root test, Pairwise
DumitrescuHurlin Panel Causality Tests, Hausman
test, Panel Least Square estimation, and the Fixed
as well as the Random effect model. The findings
derived from the investigation revealed that
remittance exert a positive impact on human capital
development, gross capital formation impact
negatively on human capital development,
government expenditure impact negatively on
human capital development and institutional quality
have a positive impact on human capital
development. Based on these findings the study
recommended that policies that facilitate the
efficient use of remittances, such as financial
literacy programs, investment incentives, and
mechanisms to channel remittances into education
and skill development should be implemented. There
is need to consider diversifying economic strategies
beyond traditional capital accumulation. Focus on
strategies that prioritize human capital investment,
innovation, and technology to foster sustainable
development.

Keywords: Remittance, Institutional Quality,
Human Capital Development, Pane OLS, Sahel
Countries

. Introduction

Strengthening the quality of institutional
structure by means of the rule of law, openness,
responsibility, excellent and effective governance
can help to sustain remittance inflows and human
capital development (Alonso and Garcimatiri,
2009). Good and efficient government will inspire
the acceptance of remittance inflow rules, so

promoting human capital development result.
Empirical results of Jankauskas and Seputiene
(2009) showed that nations with solid institutions in
form of political stability, government effectiveness,
rule of law are amenable to better human capital
development. Weak institutional framework in
African countries has dawdled ethical attempts to
achieve human capital development as a result of
inconsistency in policies, foreign dependence,
discontinuity, political instability inadequate
funding and ethnic fractionalization, according to
Osabuohien et al. 2013. Remittances, according to
Gundlach (1997), have a positive impact on several
economic measures since more flow of remittances
may raise investment level, labour productivity,
consumption level, and economic growth. Still,
growth of human capital depends on strong
economic institutions. According to De Muro and
Tridico (2003), first-rate and strong institutions give
people greater chances to develop their
competencies. Although institutions are essential in
forming and implementing laws, it is the quality of
the institutional structure that affects interest as well
as collective response towards inflows of
remittances at national and regional levels.

Global remittances between 2011 and 2018
went from 470 to 683 billion USD. On another note,
the flow of remittances to low- and middle-income
nations grew by 53% from $343 billion in 2011 to $
529 billion in 2018. It is important to realise that
from $127 billion in 2011 to $154 billion in 2018,
the inflow of remittances to high-income countries
just climbed by 21%.This obviously shows how
much remittances have helped low- and middle-
income nations' economic growth. Remittances,
according to Bollard et al. (2011), not only directly
increase the wellbeing of beneficiaries but also
subtly help those with whom the recipients engage
in business.

It has also been observed that remittances
to developing economies for the last two decades
have been 15 times of official transfers, 18 times of
official capital flows, more than double private
capital flows, about 30% of exports (Barajas et al.,
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2010), and nearly three times more than official aid
flows (World Bank, 2016). Remittance inflows to
sub-Saharan Africa had increased significantly,
surpassing foreign direct investment (FDI) and
official aid. In recent years, remittance inflows to
sub-Saharan Prior to the health crisis, remittance
inflows were growing steadily in sub-Saharan
Africa reaching US$47 billion in 2019. Nigeria
alone received about half of total remittance flows
to sub-Saharan Africa. In general, the economies of

{3

)

Faso *

smaller, poorer, and fragile countries are more
dependent on remittances. The study covers the
Sahel regions of African countries as described by
World Bank. The Sahel region is a biogeographic
part of Africa, which is a largely semi-arid belt
located between the Sahara and the coastal areas of
West Africa which comprises: Burkina Faso,
Cameroon, Chad, The Gambia, Guinea, Mali,
Mauritania, Niger, Nigeria and Senegal. This is
captured in the figure below.
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Figure 1: Map showing countries in the Sahel region.

I1.  Literature Review

2.1 Human Capital Development

Kimberly Amadeo (2022) define human
capital as the economic value of the abilities and
qualities of labor that influence economic output and
productivity such as education. But human
development is the expansion of human capabilities
and improving their well-being and it helps
countries to measure individual wealth with

understanding of which part of the economy needs
resources. The desire of developing countries of
Africa to enhance the performance of their economy
would be futile in the absence of quality institutions,
especially government effectiveness. In support of
this, Iheonu, et al (2017) asserts that institutions and
human capital plays a robust role in long run
development.
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Fig 2: Trend of Human Capital Development in selected Sahel countries

The trend of human capital development is
presented in fig. 2 above, we observed that from the
information that Niger have the least human capital
development, this is followed by Chad. The Gambia
have the highest within the study period.

2.2 Empirical Review

Several studies including Dollar and Kraay
(2003), Catrinescuet al. (2009), Batuo and Fabro
(2009), Gohou and Soumare (2012), Assadzadeh
and Pourgoly (2013), Balcerzak and Pietrzak
(2015), Shuaibu and Timothy (2016) have examined
the impact of institutional quality on different
measures of human capital development. These
studies found a positive impact of institutional
quality on human capital development as the
institutions play an essential role in enhancing the
expenditures  towards the required sectors.
Jongwanich (2007) uses data from Asia and Pacific
countries to examine the effect of remittances on
growth and poverty reduction. The study found that
an increase in remittances improves human capital
development by about 0.008. In the same vein,
Acosta et al (2008) confirm the importance of
remittance in improving health and education by
using survey data from eleven countries in Latin
American countries. It was found that remittances
indeed increase education and improve health.
Irdam (2012) also corroborates the positive impact
of remittances on human capital development in 32
selected countries. The findings reveal that
remittances positively impacted human capital
development in countries where the government
considers migration

Other studies have argued that remittances
have a negative impact on human capital. Alcarazet
al. (2012) examined the impact of remittances on

school attendance in Mexican migrant households
from 2008 to 2009. The study concludes that
remittances had a negative effect on school
attendance and rather increased child labor,
therefore, affecting capital accumulation. Gerringet
al. (2012) assessed the relationship between
democracy and human capital development in
several countries using cross-national estimation
data from 1960 to 2000. The study concluded that
the decrease in infant mortality rate rested on both
the stock of accumulated democracy over the years
and the level of electoral competition, which
encourages governments to increase public good to
their citizens. In effect, countries with long
democratic practices exhibit a better level of human
capital development. Annaka and Higashijimal
(2017) confirmed the positive effect of democracy
on human capital development using. It was found
that democratization reduces infant mortality only in
the long run. Liotti (2018) equally examined the
impact of democracy on human capital development
using 18 socialist countries from 1990 to 2014 and
found a positive relationship between democracy
and human capital development. Some scholars
(Gauri and Khaleghian, 2002; McGuire, 2004),
however, have questioned the valid relationship
between human capital development and
democracy. Ross (2006) opines that even though
public expenditure on health and education in
democratic countries may be higher than in
autocratic countries, it does not necessarily impact
lower-income groups.

The study by Ali, Jehan and Sherbaz
(2022), examined whether institutional quality
matter in foreign capital flows and human
development nexus in 65 developing countries over
the time period 1984-2014. The study incorporated
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three indicators of human development namely, per
capita income, Secondary School Enrollment and
Life Expectancy. Using two step system GMM
estimation technique, it was found that the impact of
foreign capital varies with respect to the indicators
of human development. Both foreign direct
investment and FPI has negative effect on per capita
income and secondary school enrollment, while,
remittances affect all the indicators of human
development positively, except for life expectancy.
Tibrewal and Chaudhuri (2022) also investigated the
impact of various proxies for institutional quality on
out-of-pocket expenditures on health. The study
reports a negative relationship between the
institutional quality indicators on out-of-pocket
expenditures, indicating that when government
regulates the healthcare system and increases
government  expenditures on  health, then
individuals’ out-of-pocket expenditures on health
decreases leading to improved human development.

Idrissa et al. (2022) investigated the effect
of institutional quality in human capital
development in African countries using panel data
from 49 countries covering 1996-2018. The study
employs a dynamic model based on a two-step
system generalized method of moments. The results
depict that improving institutional quality promotes
access to primary, secondary, and tertiary education
overall and for females. Additionally, Mardanov
(2020) investigated the impact of political and
economic institutions on human development in 22
transitional economies, using two stage OLS method
of analysis. The results revealed that freedom from
corruption and economic freedom have positive and
significant effects on human development.

Kabiru and Hakimah (2022) examined the
influence of institutional quality on human
development in 14 developing countries using data
over 1991-2019 using the dynamic common
correlated effect method that accounts for
heterogeneity and cross-sectional —dependency
associated with panel data, due to unobserved
common factors. Findings provide evidence of
positive and statistically significant long run effect
of institutional quality on human development.

Githaiga&Kilongi  (2023)  investigated  the
moderating effect of institutional quality on the
relationship between foreign capital flow and human
capital development in sub-Saharan Africa. The
study uses a sample of 34 countries in sub-Saharan
Africa and data for 2009-2019. The study used the
system generalized method of moments (GMM)
estimator to control for endogeneity. The study
found a positive relationship between remittances,
foreign direct investment, institutional quality and
human capital development. Fagbemiet al (2022)
assessed the effect of corruption on the growth of
the human capital in Nigeria from 1996 —2019. It
was concluded that corruption had a significant
effect on the growth of human capital. Ouedraogoet
al (2022) evaluated the association between
institutional quality and human capital development
in 49 African countries using data covering1996 and
2018. It was found that government effectiveness,
the level of corruption, political stability and the
violence are key determinants of human capital
development.

1. Methodology

This study adopted the expo facto research
design. The study employed secondary panel data
which were sourced from the World Bank’s World
Development Indicators (WDI) from 2006 to 2022
from the following Sahel countries; Burkina Faso,
Cameroon, Chad, The Gambia, Guinea, Mali,
Mauritania, Niger, Nigeria and Senegal.
The functional form of the model is given as;
HCDit = f (RMTit,COCit, GCFit, GEXPn)

1)

The econometrics form is given as;
HCDit = ai + 61iRMTit + 62iCOCit + o3iGCFj; +
04iGEXPit + it (2)
Where;
HCD is human capital development, INSQ is
institutional quality proxy by control of corruption,
RMT is remittance, GCF is Gross Capital
Formation, and GEXP is Government Expenditure.
Additionally, o1, 62, osand casare the coefficients of
the variables to which they are attached, i is error
term.

IV.  Result Presentation and Discussion of Findings
Table 4.1: Descriptive statistics

HCD RMT coc GFC GEXP
Mean 36.18266 3.893013 -0.796020 24.96656 84.86696
Median 36.75343 2.215800 -0.788552 22.28326 84.88802
Maximum 149.7098 27.07507 0.058831 66.46599 105.2856
Minimum 10.20834 0.000000 -1.534189 10.52243 55.66872
Std. Dev. 15.35444 4.460489 0.388975 8.623331 9.443409
| Impact Factor value 7.52 | I1SO 9001: 2008 Certified Journal Page 733



¢

www.ijhssm.org

International Journal of Humanities Social Science and Management (IJHSSM)
Volume 5, Issue 1, Jan.-Feb., 2025, pp: 730-740

ISSN: 3048-6874

Skewness 2.663309 2.41383
Kurtosis 20.48453 11.4300
Observations 170 170

8
9

0.238094 1.709792 -0.442246
2.362202 7.113335 3.210411
170 170 170

Source: Author’s Computation With E-views

The descriptive statistics for the data used
in the study is presented in table 4.1. From the table
it can be observed that the mean and standard
deviation of human capital development (HCD) is
36.18 percent and 15.4 percent, remittances (RMT)
was 3.9 percent and 4.5 percent, gross fixed capital
(GFC) and government expenditure (GEXP)
displayed an average and standard deviation values
of 25 percent and 8.6 percent, 85 percent and 9.4

(COC)showed an average value of -0.79, while its
standard deviation stood at0.38 percent. A cursory
look at these values showed that the deviation from
their respective mean is not much implying that they
are not affected by extreme values. All the variables
have a positive skewness except for government
expenditure. HCD, RMT and GFC are leptokurtic in
feature due to their very high kurtosis values which
are clearly greater than 3,GEXP ismesokurtic while

percent respectively. While the measure of COC isplatykurtic as their kurtosis values are less
institutional ~ quality  control  of  corruption than 3.
Table 4.1: Pearson’s correlation matrix
Correlation
Probability HCD RMT CcOoC GFC GEXP
HCD 1.000000
RMT 0.673764  1.000000
0.0000 -
cocC 0.147241  0.477104  1.000000
0.0554 0.0000 -
GFC -0.104976 -0.075806  0.113820  1.000000
0.1731 0.3258 0.1394 -
GEXP 0.184341  0.299223  0.224043 -0.473612  1.000000
0.0161 0.0001 0.0033 0.0000 @ ----
Source: Author’s Computationwith E-views
The Pearson’s correlation matrix is development, government expenditure showed a

presented in table 2 above, a careful observation
shows that remittance has a strong positive
significant  correlation ~with human capital
development, the proxy for institutional-quality
control of corruptiondisplayed a weak positive

significant  correlation with  human capital
development. Gross capital formation have a weak
negative  correlation  with  human  capital

weak positive significant correlation with human
capital development. RMT have a strong positive
correlation with the proxy of institutional quality
(COC), GCF have an insignificant weak positive
correlation with control of corruptionand GEXP also
have significant weak positive correlation with
control of corruption.

Table 4.2: Levin, Liu and Chu (LLU) test

Unit Root Test at Levels

Variable ADF Test Statistic P-Value Decision

HCD -1.66505 0.0480 Stationary
RMT -479.497 0.0000 Stationary
cocC -1.85832 0.0316 Stationary
GCF 0.58938 0.7222 Non-Stationary
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GEXP -1.46103

Unit Root Test at First Difference

Variable ADF Test Statistic
GCF -6.67337

0.0720 Stationary
P-Value Decision
0.0000 Stationary

Source: Author’s Computationwith E-views

The Levin, Liu and Chu (LLU) test was
used to check for unit root for the variables
employed in the study. The result presented in table
4.3 showed that the variables are stationary at level
1(0) and order one I(1). This is because their p-

values at each level are smaller than the 5%
significance level established for this investigation.
We therefore proceed to check for cointegration
among the variables used in the study.

Table 4.3: Cointegration test for model 1

Pedroni Residual Cointegration Test
Null Hypothesis: No cointegration

Statistic
Panel v-Statistic -0.039270
Panel rho-Statistic 3.360311
Panel PP-Statistic 4.077908
Panel ADF-Statistic 2.887094

Statistic
Group rho-Statistic 3.950454
Group PP-Statistic -0.262725
Group ADF-Statistic 3.564773

Weighted
Prob. Statistic Prob.
0.5157 -1.330293 0.9083
0.9996 2.685377 0.9964
1.0000 -0.460083 0.3227
0.9981 2.458279 0.9930
Prob.
1.0000
0.3964
0.9998

Source: Author’s Computationwith E-views

The cointegration analysis aims to uncover
causal relations among variables by determining if
the stochastic trends in a group of variables are
shared by the series. If these trends are shared, either
one variable causes the other or they are both driven
by a third variable. Pedroni (2004) introduced seven
test statistics that test the null hypothesis of no
cointegration in nonstationary panels. The seven test
statistics allow heterogeneity in the panel, both in
the short run dynamics as well as in the long run

slope and intercept coefficients. From the results for
presented in table 4.4, we found no evidence of
cointegration among variables in the model as
probability values of each of the test were greater
than 5% level of significance. As a result, the study
applies the Panel Ordinary Least Square regression
technique and with the aid of Hausman test to
determine the more appropriate model between the
fixed and the random effect models.

Table 4.5: Pairwise DumitrescuHurlin Panel Causality Tests

Pairwise DumitrescuHurlin Panel Causality Tests

Null Hypothesis: W-Stat. Zbar-Stat. Prob.
RMT does not homogeneously cause HCD 2.66504 2.43036 0.0151
HCD does not homogeneously cause RMT 3.97174 4.57149 5.E-06
COC does not homogeneously cause HCD 1.69721 0.84451 0.3984
HCD does not homogeneously cause COC 5.65740 7.33356 2.E-13
GCF does not homogeneously cause HCD 1.81421 1.03622 0.3001
HCD does not homogeneously cause GCF 0.98717 -0.31895 0.7498
GEXP does not homogeneously cause HCD 0.84787 -0.54720 0.5842
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HCD does not homogeneously cause GEXP 1.00133 -0.29574 0.7674
COC does not homogeneously cause RMT 1.68480 0.82418 0.4098
RMT does not homogeneously cause COC 2.05458 1.43008 0.1527

Source: Author’s Computationwith E-views

The Pairwise DumitrescuHurlin  Panel
Causality Tests for the data used in the study is
presented in table 4.5. From the result it can be
observed that RMT and HCD have a bidirectional
causal relationship. The proxy for institutional

quality-control of have a unidirectional causal
relationship with HCD. There are no granger causal
relationships between GEXP and HCD. In addition,
there is no granger causal relationship between the
proxy for institutional quality (COC) and RMT.

Table 4.6: Panel least square estimates

Dependent Variable: HCD

Method: Panel Least Squares

Sample: 2006 2022

Periods included: 17

Cross-sections included: 10

Total panel (balanced) observations: 170

Variable Coefficient Std. Error t-Statistic Prob.
RMT 2.685064 0.222816 12.05061 0.0000
CcocC -8.643903 2.580044 -3.350293 0.0010
GCF -0.048024 0.115940 -0.414216 0.6793
GEXP -0.020766 0.109519 -0.189607 0.8499
C 21.81025 11.70890 1.862706 0.0643
Root MSE 10.89237 R-squared 0.493781
Mean dependent var 36.18266 Adjusted R-squared 0.481509
Hannan-Quinn criter. 7.710250 F-statistic 40.23643
Durbin-Watson stat 0.314522 Prob(F-statistic) 0.000000

Source: Author’s Computation With E-views

The panel least square estimates is
presented in table 4.6 above, a close look shows that
remittances is positive and highly significant which
indicates that an increase is associated with a
significant improvement in  human capital
development. Specifically, a one percent increase in
remittances leads to an increase of approximately
2.69 percent in human capital development. This
suggests that remittances play a crucial role in
enhancing education, health, and overall human
capital in these countries.

Institutional quality proxy by control of
corruption is negative and significant which implies
that higher levels of corruption (or lower control of
corruption) are associated with lower human capital
development. A one percent increase in the control
of corruption index (indicating worse corruption)
leads to a decrease of approximately 8.64 percent in
human capital development. This highlights the
detrimental impact of corruption on education and
health outcomes.

The coefficient for gross fixed capital is
negative but not statistically significant. A one
percent increase in gross fixed capital leads to a
decrease of about 0.05 percent in human capital
development. This suggests that, within the context
of this model, changes in gross fixed capital do not
have a significant direct effect on human capital
development.

Similarly, the coefficient for government
expenditure is negative and not statistically
significant based on the p-value of 0.8499. A one
percent increase in government expenditure will
cause human capital development to fall by 0.02
percent. This implies that changes in government
expenditure do not significantly affect human
capital development in these countries within the
study period.

All the variables are significant except
gross  capital  formation and  government
expenditure. Although, there is a joint significance
from the variables used in the model and they also
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have a high predictive influence on the dependent
variable based on the R2value of about 50 percent.
To determine the optimal approach for
resolving the issue of unobserved effects the
Hausman test (Hausman, 1978) is used. Thus, the
Hausman model selection criteria were used to
decide between fixed and random effect models.
The individual effects and the regressors' lack of
cointegration serves as the foundation for the
Hausman selection test. This test's main goal is to

determine whether we can accept the null
hypothesis, according to which random effects is the
best option. Otherwise, the fixed effects model is the
appropriate. When the Hausman test P-value is less
than 0.05, we reject the null hypothesis and accept
the fixed effects model as the most appropriate for
the study. The null and alternative hypotheses for
the test are stated thus;

Ho: Random effect model is appropriate

Ha: Fixed effect model is appropriate

Table 4.7: Hausman test

Correlated Random Effects - Hausman Test

Equation: Untitled

Test cross-section random effects
Test Summary

Cross-section random

Chi-Sq. Statistic Chi-Sq. d.f. Prob.
3.756618 4 0.4399

Source: Author’s Computationwith E-views

From the Hausman test presented in table 4.7, given the prob. value of 0.4399 which is greater than 0.05, we fail
to reject the null hypothesis that the random model is appropriate for the study, hence we proceed to estimate the

random effect model.

Table 4.8: Random Effect estimates

Dependent Variable: HCD

Method: Panel EGLS (Cross-section random effects)
Sample: 2006 2022

Periods included: 17

Cross-sections included: 10

Total panel (balanced) observations: 170

Swamy and Arora estimator of component variances

Variable Coefficient
RMT 2.662762

CcocC 1.078395

GFC 0.158990

GEXP -0.132029

C 33.91037

Root MSE 7.749569
Mean dependent var 6.932494
Sum squared resid 10209.49
Durbin-Watson stat 0.583660

Std. Error t-Statistic Prob.
0.272717 9.763842 0.0000
4.618235 0.233508 0.8157
0.118085 1.346412 0.1800
0.127964 -1.031764 0.3037
13.11353 2.585907 0.0106
R-squared 0.455915
Adjusted R-squared 0.442725
F-statistic 34.56539
Prob(F-statistic) 0.000000

Source: Author’s Computationwith E-views

The random effect model is presented in
table 4.8. From the result, it can be observed that in
the random effect model, all the variables have
positive impact on human capital development
except government expenditure which had a
negative impact. This therefore implies that a one
percent increase in inflow of remittances, will
increase  human  capital  development by
approximately 2.7 percent, while a one percent
increase in gross capital formation will increase
human capital development by 0.16 percent. On the
other hand, a one percent change in government
expenditure  will  decrease  human capital
development to decrease by 0.13 percent. Also, a

one percent increase in the control of corruption will
increase human capital development by 1.07
percent. Only remittance is significant, although a
joint significant exist at the one percent level of
significance and the variables explains about 45
percent variation in human capital development
based on the R? value.

Looking at the factors that influence human
capital development, we observe that remittance
exert a positive impact on human capital
development, which implies that as more
remittances flows into the Sahel region there is a
corresponding increase in the development of the
human capital within those countries. Inflow of
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remittances make funds available for health care and
education for individual and families that lives in
the Sahel region. This is similar to the findings of
Nwosu et al (2012) and Igbinedion and Ighodaro
(2019) who found positive impact of remittance on
human capital development. Gross capital formation
and government expenditure impact negatively on
human capital development, this implies that they
don’t add value to the human capital in the Sahel
region. This is expected as the bulk of government
budget expenditure in majority of the countries in
the Sahel region do not trickle down to the people,
more so very little is budgeted for health and
education. Although, the findings is contrary to that
of Linhartova (2020) and QOisaozoje et al (2022)
who found a positive impact. This may be due to the
fact that their study was country specific and not a
cross section. For the proxy of institutional quality
(control of corruption), have a negative impact on
human capital development. Corruption can lead to
the misallocation of resources, reduce the efficiency
of public services, and deter investment in education
and health sectors. This, in turn, hampers human
capital development. This is in contrast with the
findings of Akande et al (2021). This shows that
overall institutional quality exert both positive and
negative impact on human capital development in
the Sahel region based on the random effect model
output.

V.  Conclusion and Recommendations
The studyon remittance, institutional
qualityand human capital development in the
selected Sahel countries (Burkina Faso, Cameroon,
Chad, the Gambia, Guinea, Mauritania, Mali, Niger,
Nigeria, and Senegal) over the period of 2006 to
2022 concludes based on the findings that the inflow
of remittances contributes positively to the
development of human capital, indicating a potential
avenue for economic and social progress in these
countries. The accumulation of physical capital may
not necessarily lead to a corresponding
improvement in human capital, suggesting the need
for a balanced and comprehensive development
strategy. There are challenges or inefficiencies in
the allocation or utilization of public resources for
the enhancement of human capital. Strong and
effective institutions are important in fostering an
environment conducive to human capital growth,
education, and skill development.Based on the
research findings,the study recommends that
policymakers and stakeholders in the Sahel region;
should implement policies that facilitate the efficient
use of remittances,such as financial literacy

channel remittances into education and skill
development.Implement  reforms  aimed  at
strengthening institutions, including governance
structures, legal frameworks, and anti-corruption
measures. Building strong institutions is essential
for creating an environment conducive to long-term
development.
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