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Executive Summary
In Africa, due to weak financial systems and the high cost of sending money via official money transfer operators (MTOs), remittances are often sent informally via social networks or carried by hand. This means that there is general lack of data on the actual volume and importance of remittances in Africa. In overall, North Africa has more migrants outside the continent than Sub-Saharan Africa (SSA) and therefore also receives more remittances. SSA is characterized by a high degree of internal migration and intraregional and urban-rural remittance flows. The informal nature of remittances is caused by a poorly developed financial system that often leaves rural areas unserviced by the formal banking sector. 

Contrary to other developing countries, where remittances often exceed foreign aid (ODA) and foreign direct investments (FDI), remittances to SSA are not as significant. In 2007, official remittances to SSA were around US$ 11 billion and thereby only half that of ODA (22 US$ billion) and FDI (US$ 25 billion). Growth rates in remittances to SSA are also lower than growth rates seen in remittances to other developing countries. The flow of both formal and informal remittances to SSA is estimated at around US$ 20 billion in 2007 but could easily be higher. Major recipients in Africa in terms of volume are Morocco (US$ 6 billion), Algeria (US$ 5.5 billion), and Nigeria (US$ 5.5 billion). Seen in relation to the size of the overall economy, major recipients are Eritrea (38% of GDP), Cape Verde (34% of GDP) and Liberia (26% of GDP). Remittances provide a vital lifeline to people in fragile states that are often in or recovering from conflict (on average remittances make up 12.8% of GDP in fragile states and 6.4% in non-fragile states in Africa). Remittances, however, may also fuel conflicts, increase social inequality and beget more out-migration and thereby contribute to the fragility of a country.  

The positive effects of remittances (e.g. reduction of poverty, improved food security, increased access to basic social services, increased investments, etc.) are not well documented for (rural) Africa. A major challenge for Africa is that large parts of the continent are cut off from remittances sent from relatively rich countries as migration mostly takes place within African countries and regions. Another major challenge is the existence of a poorly developed financial system that often leaves rural populations cut off from official banks and financial services (e.g. savings accounts and credits). Instead remittance senders have to rely on expensive MTOs or insecure informal networks. 

The positive effects of remittances to rural Africa can be strengthened by developing the financial sector in rural areas and by deregulating remittance markets that are often heavily controlled by the state and monopolized by few MTOs. The use of new information technologies (e.g. SMS and the Internet) can also help to provide cheap and efficient remittance products. Instead of looking at the informal nature of remittance flows in Africa as a problem it could also be seen as a building ground for formalizing the remittance sector (e.g. as seen with the hawala system in Somalia and the transport sector in Tanzania and Kenya). Compared to Latin America and the Caribbean, African states are in an early phase of migration management and much more could be done in terms of formulating policies directed at mobilizing the economic and political support of the diaspora (e.g. by issuing diaspora bonds, opening diaspora accounts, allowing for dual citizenship, etc.) and curbing the cost of brain drain (e.g. by agreeing on ethical recruitment policies).
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