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ABSTRACT 

This study analyzes the impact of international migration on labor supply across 37 African countries over the 

2000–2024 period. Using panel data and an econometric approach that combines a random-effects model with 

System GMM (Generalized Method of Moments) estimation, the results show that international migration has a 

positive and significant effect on labor supply. Per capita income also positively influences labor market 

participation, whereas the effects of urbanization and education appear less robust depending on the specific 

econometric specifications used. The GMM model results confirm the robustness of the positive impact of 

migration and economic development on labor supply, while highlighting that urbanization and education require 

favorable institutional and economic conditions to fully exert their effects. Consequently, the study recommends 

strengthening policies to engage the diaspora, channeling remittances into productive investments, and 

improving the alignment between education systems and the needs of African labor markets. 

Keywords: International migration; Labor supply; Panel data; System GMM; Economic development; Africa. 

INTRODUCTION 

International migration represents one of the major transformations of the contemporary global economy, 

affecting the distribution of the workforce, employment dynamics, and the development trajectories of both 

origin and host countries. According to Harris and Todaro (1970), wage and employment opportunity 

differentials are key determinants of migratory flows, while Massey et al. (1993) highlight the role of economic, 

social, and institutional factors in the dynamics of international migration. Beyond its demographic dimension, 

migration influences origin economies through several channels, notably remittances, the circulation of skills, 

and the development of economic networks (de Haas, 2010; Docquier et al., 2012). In Africa, this issue is of 

particular importance due to rapid labor force growth, limited capacity for productive job creation, and the 

predominance of the informal sector (McMillan et al., 2014; ILO, 2020). Understanding the effects of 

international migration on labor supply has thus become a major priority for policymakers and researchers alike. 

However, the impact of international migration on labor supply remains ambiguous. On the one hand, 

remittances can support consumption, investment, and economic activity while easing pressures on domestic 

labor markets (Ratha, 2013; de Haas, 2010). On the other hand, emigration—particularly that of skilled 

workers—can lead to a reduction in available human capital and constrain the productive capacity of origin 

countries (Beine et al., 2008; Docquier et al., 2012). As Docquier and Rapoport (2012) demonstrate, the effects 

of migration depend largely on the economic and institutional characteristics of the countries involved, which 

explains the heterogeneity of results observed in empirical studies. 

Despite growing interest in this issue, several gaps remain in the literature. First, most studies primarily analyze 

the effects of migration on remittances, poverty, or economic growth (de Haas, 2010; Ratha, 2013), whereas its 

impact on labor supply remains relatively understudied. Second, empirical analyses often focus on a limited 

number of countries, which restricts the applicability of the findings to the African continent as a whole. Third, 

few studies simultaneously examine the influence of international migration and key structural determinants of 

labor supply—such as income levels, education, and urbanization—within an econometric framework that 

explicitly accounts for endogeneity issues. 
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To address these gaps, this study analyzes the effect of international migration on labor supply growth in African 

countries. Specifically, it seeks to answer the following question: to what extent does international migration 

influence labor supply dynamics in Africa? To answer this question, the study utilizes panel data covering several 

African countries and employs an econometric strategy combining a random-effects model with a system 

Generalized Method of Moments (System GMM) estimator, in order to control for unobserved heterogeneity 

and potential endogeneity issues. 

This research makes three main contributions to the literature. First, it provides a comparative analysis across 

several African countries, whereas existing studies are largely limited to single-country contexts. Second, it 

jointly assesses the impact of international migration and that of key structural determinants of labor supply, 

notably GDP per capita, education, and urbanization. Third, the use of two complementary econometric 

approaches allows for testing the robustness of the results and enhancing the credibility of the estimates. 

The remainder of the article is organized as follows. Section 2 presents the literature review, Section 3 describes 

the data and methodology, Section 4 presents and discusses the empirical results, and the final section is devoted 

to the conclusion and policy implications. 

LITERATURE REVIEW 

The relationship between international migration and labor supply has attracted growing interest in the 

economics literature. Existing studies show that migration influences labor markets through several 

interdependent mechanisms, yet findings remain mixed depending on economic, institutional, and demographic 

contexts. This literature review first outlines the main theoretical foundations of international migration, then 

analyzes the key mechanisms through which migration affects labor supply, before discussing empirical findings 

and major gaps in the literature. 

Economic theories of migration explain individuals' motivations for migrating as well as the expected effects of 

these movements on labor markets. The neoclassical approach developed by Todaro (1969) and Harris and 

Todaro (1970) views migration as a rational decision based on differences in expected income and employment 

opportunities between regions or countries. According to this approach, migration flows facilitate a more 

efficient international allocation of labor by gradually reducing labor market imbalances. This perspective is 

complemented by Becker's (1964) human capital theory, which posits that migration is an investment aimed at 

increasing future income by better leveraging individual skills. However, these approaches have been deemed 

insufficient to explain the full range of migration determinants. The New Economics of Labor Migration (Stark, 

1991) views migration as a collective household strategy designed to diversify income sources and mitigate 

economic risks. Meanwhile, Wallerstein's (1974) world-systems theory explains migration flows in terms of 

structural inequalities between developed economies and developing countries. 

The literature identifies several mechanisms that may explain the impact of international migration on labor 

supply in countries of origin. One primary mechanism involves the reduction of labor supply surpluses. 

According to Harris and Todaro (1970), emigration helps alleviate labor market pressures when economies face 

high unemployment or insufficient job creation. Lucas (2005) and Brücker (2011) also demonstrate that 

migration can help reduce labor market imbalances, although its effects generally remain limited and depend on 

the specific characteristics of each economy. Remittances constitute a second, widely documented transmission 

channel. According to Ratha (2013), they boost household income, support consumption, and foster productive 

investment. Gubert and Nordman (2011) show that they also facilitate access to financing for economic 

activities. However, these positive effects are not automatic. Chami et al. (2005) highlight that remittances can 

create financial dependency, potentially reducing labor market participation as households substitute this income 

for earned income. International migration also alters the stock of human capital in countries of origin. Bhagwati 

and Hamada (1974) and Docquier and Rapoport (2012) show that the departure of skilled workers can reduce 

productive capacity and hinder economic development. Conversely, Beine, Docquier, and Rapoport (2008) 

highlight the "brain gain" hypothesis, according to which migration prospects encourage investment in 

education. Furthermore, the return of migrants often fosters the transfer of skills, technologies, and 

entrepreneurial practices capable of boosting productivity (Dustmann and Kirchkamp, 2002; Black and Castaldo, 

2009). The effects of migration are not uniform. De Haas (2010) demonstrates that they depend largely on the 
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quality of institutions, governance, and public policies. In the African context, the predominance of the informal 

sector, weak infrastructure, and difficulties in accessing formal employment can limit the expected benefits of 

migration (ILO, 2020). 

Empirical studies yield mixed results. In developed countries, Oláh et al. (2017) show that migration helps 

alleviate labor shortages in certain sectors, whereas Dalahmeh and Dajnoki (2021) conclude that its effects on 

employment and wages remain generally limited and depend on workers' qualifications. Similarly, Gündoğmuş 

and Bayır (2021) show that migration does not have a statistically significant effect on unemployment in 

European countries, with macroeconomic variables appearing to be more decisive factors. In Africa, findings 

also remain mixed. Research by Ratha (2013) and by Gubert and Nordman (2011) highlights the positive impact 

of remittances on investment and income-generating activities. Conversely, Chami et al. (2005) highlight the 

risks of dependency associated with remittances, while Docquier and Rapoport (2012) point out that the 

emigration of skilled workers can reduce available human capital. These discrepancies demonstrate that the 

effects of migration on labor supply vary according to the economic, institutional, and demographic 

characteristics of the countries studied. 

Despite the progress made, several shortcomings remain: First, the majority of studies analyze the effects of 

migration on remittances, poverty, or economic growth, whereas its direct impact on labor supply remains 

relatively under-researched. Second, research focused on Africa relies primarily on country-specific studies, 

which limits the generalizability of the findings to the continent as a whole. Third, few studies simultaneously 

analyze the role of international migration and that of key structural determinants of labor supply—such as per 

capita income, education, and urbanization—within an econometric framework capable of addressing 

endogeneity issues. It is against this backdrop that the present study is situated; it offers a comparative analysis 

of several African countries using panel models that combine random effects with the system GMM estimator 

to yield more robust estimates. 

METHODOLOGY 

Model Specification 

To examine the effect of international migration on labor supply growth in Africa, this study adopts a panel data 

approach. This method, widely used in applied econometrics ( Baltagi , 2008; Wooldridge , 2016), allows for 

the simultaneous control of country-specific characteristics and temporal changes that may influence the labor 

market. The basic model is formulated as follows: 

𝑂𝐹𝐹𝑖𝑡 = 𝛽0 + 𝛽1𝑀𝐼𝐺𝑖𝑡 + 𝛽2𝑃𝐼𝐵𝑖𝑡 + 𝛽3𝐸𝐷𝑈𝑖𝑡 + 𝛽4𝑈𝑅𝐵𝑖𝑡 +  μ
𝑖

+  λ 𝑡 +  ε𝑖𝑡 (2)  

With 𝛽𝑖, the parameters to be estimated, i refers to the countries, and t designates the period. μ
𝑖
 and 

λ 𝑡respectively capture country fixed effects and time fixed effects , allowing for the consideration of unobserved 

heterogeneities at the country level and over time ( Baltagi , 2008) . ε𝑖𝑡random error, assumed to be independent 

and identically distributed. 

Characteristics of the variables 

Labor supply is measured as the labor force participation rate, defined as the percentage of the working-age 

population (15 years and older) that is economically active. The variable is expressed in percentage points to 

ensure consistency between descriptive statistics and regression estimates. International migration (IM) is 

measured by the net migration rate, defined as the ratio of the difference between inflows and outflows to the 

total population.  

This indicator measures the intensity of migration flows and their potential effects on the economies of origin ( 

Docquier et al., 2006; Beine et al., 2008). The control variables are GDP per capita (GDP), education (EDU), 

and urbanization (URB). GDP per capita measures the level of economic development (Lucas, 1988; Barro, 

1991). Urbanization is measured by the proportion of the population living in urban areas (Henderson, 2003; 

Todaro , 1997). 
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Data 

This study is based on secondary quantitative panel data covering 37 African countries over the period 2000–

2024 (up to 925 country-year observations). Data on international migration come from the United Nations 

Department of Economic and Social Affairs (UN DESA), GDP per capita data from the World Bank, education 

indicators from the UNESCO Institute for Statistics , and urbanization data from UN DESA. 

Estimation Techniques 

Before estimating the model, several diagnostic tests are performed to ensure the reliability of the results. The 

Levin-Lin-Chu (2002) and Im- Pesaran -Shin (2003) tests verify the stationarity of the series, while the VIF test 

detects multicollinearity among the explanatory variables (Gujarati & Porter, 2009). The Breusch -Pagan (1979) 

and Wooldridge (2002) tests examine heteroscedasticity and autocorrelation of the errors, respectively. Finally, 

the Hausman test guides the choice between fixed and random effects, while GMM estimation is used to test the 

robustness of the results to endogeneity issues ( Arellano & Bond, 1991; Blundell & Bond, 1998). 

STYLIZED FACTS, RESULTS, AND DISCUSSION 

Stylized facts and descriptive statistics 

Figure 1 highlights a negative correlation between international migration flows and labor supply in African 

countries. The downward slope of the regression line suggests that an increase in migration flows is generally 

associated with a decrease in labor supply, which is consistent with the hypothesis that emigration reduces the 

availability of labor in countries of origin. Observations show that countries such as Gabon and Libya, 

characterized by high migration flows, have relatively low labor supply. Conversely, Madagascar, Tanzania, and 

Mozambique, where migration flows are limited, have a larger labor supply. However, countries like Côte 

d'Ivoire and Congo exhibit a relatively strong labor supply despite moderate migration flows, suggesting that 

this relationship is also influenced by demographic, economic, and institutional factors. Ultimately, these 

stylized facts highlight a negative association between international migration and labor supply. They provide 

an initial empirical indication that justifies a more in-depth econometric analysis. 

Figure 1: Correlation between international migration and labor supply 

 

Source: Authors 

Table 1 presents the descriptive statistics of the variables used in the empirical analysis. The results reveal 

substantial variations across the African countries included in the sample. 

The dependent variable, labor supply has an average value of 61.25%. The minimum value is 38.70%, while the 

maximum reaches 86.45%, indicating significant differences in labor market participation across countries. 

These variations reflect differences in demographic structures, economic development levels, employment 

opportunities, and the degree of labor market integration among African economies. 
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The international migration rate has an average value of 3.10%. The minimum and maximum values are 0.13% 

and 15.88%, respectively, suggesting considerable heterogeneity in migration intensity across countries. Some 

African countries experience relatively limited international migration flows, whereas others are characterized 

by substantial population movements abroad due to economic, social, or political factors. 

The GDP per capita variable, expressed in logarithmic form, has a mean value of 11.81 and a standard deviation 

of 1.99. The minimum value of 6.34 and the maximum value of 15.56 indicate important differences in economic 

development levels among the countries considered. This variation highlights the diversity of income levels and 

productive capacities within African economies. 

The education variable has an average value of 18.63%. The minimum value (0.50%) and maximum value 

(73.29%) show substantial differences in educational attainment across countries, reflecting unequal access to 

education and differences in human capital accumulation. 

Finally, urbanization presents an average level of 42.62%, with a standard deviation of 18.69 percentage points. 

The values range from 8.25% to 91.03%, indicating strong differences in urban development patterns across 

African countries. These disparities may influence labor supply dynamics through their effects on employment 

opportunities, economic diversification, and access to labor markets. 

Table 1: Descriptive Statistics 

Variables Observations Mean Standard 

Deviation 

Minimum Maximum 

Labor supply (%) 888 61.25 10.84 38.70 86.45 

International migration (%) 925 3.10 3.45 0.13 15.88 

GDP per capita (log) 925 11.81 1.99 6.34 15.56 

Education (%) 875 18.63 14.80 0.50 73.29 

Urbanization (%) 925 42.62 18.69 8.25 91.03 

Source: Authors 

Results of tests prior to estimation 

Table 2 presents the results of the Im- Pesaran -Shin (IPS) and Levin-Lin-Chu (LLC) stationarity tests applied 

to the model variables at their respective levels. The results indicate that the entire set of variables is stationary 

at levels. Indeed, the IPS and LLC test statistics are significant for all variables, with p-values less than 5%, and 

in most cases, less than 1%. This property is observed for labor supply, international migration, GDP per capita, 

education level, and urbanization rate. 

These results lead to the rejection of the null hypothesis of the presence of a unit root and confirm that the 

variables are integrated of order zero, I( 0). Consequently, they can be used directly in econometric estimations, 

without prior differentiation, which strengthens the reliability of the empirical analyses that follow. 

Table 2: Results of IPS and LLC stationarity tests at level 

Variables 
Im Test - Pesaran -Shin (IPS). Levin-Lin-Chu (LLC) test 

t-bar stat P-value adjusted t-stat P-value 

Job offer -3.2911*** 0.0000 -4.0130*** 0.0000 
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International migration -1.8975*** 0.0014 -1.9171** 0.0276 

GDP per capita -4.7446 *** 0.0000 -7.3872*** 0.0000 

Education -2.8602 *** 0.0000 -2.6831*** 0.0036 

Urbanization -3.4862 *** 0.0000 -4.8450*** 0.0000 

Source : Authors ; Significant at: *** 1%, ** 5%, * 10%. 

Table 3 presents the results of the variance inflation factor (VIF) test, used to assess the presence of 

multicollinearity among the explanatory variables. The VIF values obtained range from 1.01 to 1.17, with a 

mean of 1.09, significantly lower than the critical thresholds generally used in the literature (5 or 10). These 

results indicate an absence of significant multicollinearity among the explanatory variables. Each variable thus 

contributes unique information to the model, which ensures stable estimates and strengthens the robustness and 

reliability of the econometric results. 

Table 3: Multicollinearity Test Results 

Variables LIVELY 1/ VIF 

International migration 1.01 0.988641 

GDP per capita 1.01 0.986597 

Education 1.17 0.857816 

Urbanization 1.17 0.851131 

Average VIF 1.09 

Source Authors 

Table 4 presents the results of the Breusch-Pagan heteroscedasticity test . The test statistic is 0.09, with a p-value 

of 0.7676, well above the usual significance thresholds. Therefore, the null hypothesis of homoscedasticity 

cannot be rejected. 

Thes 

e results indicate that the variance of the errors is constant across observations, suggesting the absence of 

heteroscedasticity in the model. This property strengthens the validity of the statistical inferences and the 

reliability of the econometric estimates obtained. 

Table 4: Heteroscedasticity test results 

H0: homoscedasticity (constant variance). 

chi2(1) 0.09 

Prob > chi2 0.7676 

Source : Authors ; Significant at: *** 1%, ** 5%, * 10%. 

Table 5 presents the results of the Wooldridge autocorrelation test . The F(1,34) statistic = 37.900 is significant 

at the 1% level (p-value = 0.000), leading to the rejection of the null hypothesis of no first- order autocorrelation 
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. These results highlight within-group autocorrelation of the errors, indicating that the residuals are correlated 

over time. This situation can affect the validity of standard errors and significance tests. Therefore, it is necessary 

to use autocorrelation-robust estimators to ensure the reliability of econometric inferences. 

Table 5: Autocorrelation Test Results 

H0: absence of first-order autocorrelation 

F(1, 34) 37,900*** 

Prob > F 0.000 

Source : Authors ; Significant at: *** 1%, ** 5%, * 10%. 

Table 6 presents the results of the Hausman test, used to determine the most appropriate panel model between 

fixed effects (FE) and random effects (RE). The test statistic is χ² = 0.47 with a p-value of 0.9763, well above 

the significance threshold of 5%. 

These results lead to the non-rejection of the null hypothesis, which states that the differences between the 

coefficients of the fixed-effects and random-effects models are not systematic. This suggests the absence of a 

significant correlation between the unobserved individual effects and the explanatory variables. 

Thus, the random effects (RE) model appears to be the most appropriate econometric choice, as it provides more 

efficient estimates under this assumption. Empirical analyses will therefore be conducted based on this 

specification. 

Table 6: Results of the Hausmann test 

H0: Difference in coefficients not systematic 

chi2(1) 0.047 

Prob > chi2 0.9763 

Source: Authors 

Estimation results of the random effects model 

Table 7 presents the results of the random effects model estimating the determinants of labor supply in African 

countries. The overall model is statistically significant, as indicated by the Wald chi-square statistic (192.64) and 

the associated probability value (p < 0.001). The explanatory power of the model is satisfactory, with an R-

squared value of 0.342, indicating that the included variables explain approximately 34.2% of the variation in 

labor supply. 

The coefficient of international migration is positive and statistically significant at the 5% level. This result 

suggests that an increase in international migration is associated with a rise in labor supply. Specifically, a one-

percentage-point increase in the international migration rate is associated with an increase of approximately 

0.214 percentage points in labor supply. This positive relationship may be explained by the effects of migration 

through remittances, knowledge transfers, and improved economic conditions for households in origin countries. 

The coefficient of GDP per capita is positive and statistically significant at the 1% level. This indicates that 

higher levels of economic development are associated with greater labor supply. A one-unit increase in GDP per 

capita (in logarithmic form) increases labor supply by approximately 1.856 percentage points, suggesting that 

economic growth enhances employment opportunities and labor market participation. 
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The coefficient of urbanization is negative and statistically significant at the 1% level. This finding implies that 

higher urbanization rates are associated with lower labor supply. In the African context, this may reflect the 

inability of urban labor markets to absorb the growing working-age population, leading to higher unemployment, 

underemployment, or informal employment. 

The coefficient of education is positive and statistically significant at the 1% level, indicating that improvements 

in human capital contribute to higher labor market participation. Education enhances individuals’ skills, 

employability, and access to economic opportunities. 

The constant term is positive and statistically significant, indicating a baseline level of labor supply when all 

explanatory variables are equal to zero. Although this situation is not directly observed in the sample, the 

coefficient provides information about the model’s intercept. 

Overall, the results highlight that international migration, economic development, and education positively 

contribute to labor supply in African economies, while rapid urbanization may create challenges for labor market 

absorption. These findings emphasize the importance of structural policies aimed at improving employment 

opportunities and maximizing the benefits of migration. 

Table 7: Results of the random effects model estimations 

Variables Random Effects Model 

International migration 
0.214** 

(0.096) 

GDP per capita (log) 
1.856*** 

(0.512) 

Urbanization (%) 
-0.178*** 

(0.052) 

Education (%) 
0.126*** 

(0.038) 

Constant 42.573*** 

Observations 875 

R-squared 0.342 

Wald chi2 192.64 

Prob > chi2 0.0000 

Source : Authors ; Significant at: *** 1%, ** 5%, * 10%. 

Robustness test results 

To assess the robustness of the empirical findings, this study compares the results obtained from the random 

effects model with those from the system GMM estimator. While the random effects model controls for 
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unobserved country-specific heterogeneity, the system GMM approach additionally addresses potential 

endogeneity issues arising from reverse causality, omitted variables, and the dynamic nature of labor supply. 

Therefore, differences between the two estimations provide useful insights into the reliability and interpretation 

of the estimated relationships. 

The effect of international migration remains positive and statistically significant in both models, confirming the 

robustness of its relationship with labor supply. However, the magnitude of the coefficient differs substantially 

between the two estimations. In the random effects model, the coefficient is 0.214, while the system GMM 

estimate increases to 2.768. This stronger effect in the GMM model suggests that the random effects estimation 

may underestimate the contribution of international migration by not fully accounting for endogeneity. The 

GMM results indicate that migration may have a more significant role in expanding labor supply through 

channels such as remittances, household investment, skill transfers, and improved economic opportunities. This 

finding is consistent with the argument that migration effects cannot be fully captured without considering the 

potential two-way relationship between migration decisions and labor market conditions (de Haas, 2010; Ratha, 

2013). 

The coefficient of GDP per capita is positive and significant in both models, although its magnitude varies. The 

random effects model reports a coefficient of 1.856, whereas the system GMM estimation provides a coefficient 

of 0.488. Despite this difference, both approaches confirm that economic development contributes positively to 

labor supply. The persistence of this relationship across specifications strengthens the validity of the finding. 

The GMM estimate is particularly relevant because it reduces possible biases associated with the simultaneous 

relationship between economic growth and labor market participation. Higher income levels may improve 

employment opportunities, encourage labor market participation, and enhance the capacity of economies to 

absorb their growing working-age populations. 

The results for urbanization show greater differences between the two approaches. The random effects model 

indicates a negative and statistically significant effect (-0.178), suggesting that urban expansion may reduce 

labor supply due to limited employment opportunities, unemployment pressures, and the predominance of 

informal activities in African cities. However, the system GMM estimate is positive but statistically insignificant 

(0.0424), indicating that the negative relationship observed in the random effects model may be influenced by 

unobserved country characteristics. After controlling for potential endogeneity, urbanization does not appear to 

have a significant direct effect on labor supply. This result suggests that the impact of urbanization depends 

largely on complementary factors, such as infrastructure quality, industrial development, and the ability of urban 

economies to create productive employment. 

The effect of education also differs across the two models. The random effects model shows a positive and 

significant coefficient (0.126), implying that higher educational attainment increases labor market participation. 

In contrast, the system GMM estimate is negative and statistically insignificant (-0.0648). This difference 

highlights the complexity of the relationship between education and labor supply in African economies. While 

education improves individual skills and employability, its effect on labor participation may be limited when 

labor markets cannot generate sufficient skilled employment opportunities. The GMM results suggest that the 

positive relationship identified by the random effects model may partly reflect omitted factors correlated with 

education and labor market outcomes. 

The validity of the system GMM estimation is confirmed by the diagnostic tests. The AR(2) test indicates the 

absence of second-order serial correlation (p-value = 0.756), while the Hansen test confirms the validity of the 

instruments used (p-value = 0.342). These results support the reliability of the GMM specification and strengthen 

confidence in the estimated coefficients. 

Overall, the robustness analysis confirms two main findings. First, international migration and GDP per capita 

consistently exhibit positive effects on labor supply across both estimation methods, indicating that these 

relationships are robust. Second, the effects of urbanization and education are sensitive to the estimation 

technique, suggesting that their impacts depend on broader structural and institutional conditions. 
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Given the ability of the system GMM estimator to address endogeneity and potential omitted variable bias, the 

GMM results are considered the preferred estimates and therefore constitute the main basis for the conclusions 

of this study. However, the random effects results remain informative by providing complementary evidence on 

the relationships between migration, economic development, and labor supply. Consequently, the study's 

conclusions primarily rely on the system GMM findings, while recognizing the consistency of the main results 

across alternative specifications. 

Table 8: GMM system model estimation 

Variables Labor supply 

International migration 

 

2.768*** 

(0.913) 

GDP per capita 

 

0.488*** 

(0.121) 

Urbanization 

 

0.0424 

(0.0639) 

Education 

 

-0.0648 

(0.0413) 

Constant 

 

57.23*** 

(2.544) 

Observations 840 

AR 1 0.0109 

AR 2 0.756 

Hansen 0.342 

Sargan 0.000 

Source : Author ; Significant at: *** 1%, ** 5%, * 10%. 

Discussion of results 

The system GMM estimation results presented in Table 8 provide important evidence on the determinants of 

labor supply in African countries. The results indicate that international migration and GDP per capita are 

significant determinants of labor supply, while the effects of urbanization and education are statistically 

insignificant. The validity tests confirm the reliability of the GMM specification, with no evidence of second-

order serial correlation (AR(2), p-value = 0.756) and a valid set of instruments according to the Hansen test (p-

value = 0.342). 

The positive and significant coefficient of international migration (2.768) suggests that migration plays an 

important role in increasing labor supply. This result indicates that a one-percentage-point increase in 

international migration is associated with an increase of approximately 2.77 percentage points in labor supply. 

This finding may be explained by several mechanisms, including the contribution of remittances to household 
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income, increased investment capacity, and the transfer of skills and knowledge through migration networks. As 

emphasized by de Haas (2010) and Ratha (2013), migration can generate positive development effects when 

origin countries have the capacity to transform migration flows into productive economic activities. Moreover, 

the result supports the argument of Docquier and Rapoport (2012) that migration effects depend not only on the 

loss of human capital but also on potential gains through knowledge transfer and return migration. 

The coefficient of GDP per capita is positive and statistically significant (0.488), indicating that economic 

development contributes to higher labor supply. This suggests that improvements in income levels and 

productive capacity increase employment opportunities and encourage labor market participation. However, 

GDP per capita alone does not fully capture the ability of African economies to generate productive employment. 

Other structural dimensions, such as economic diversification, industrial development, private sector expansion, 

and labor market efficiency, may also determine whether economic growth translates into higher labor demand 

and participation (McMillan, Rodrik, & Verduzco-Gallo, 2014). 

The coefficient of urbanization is positive but statistically insignificant (0.0424), suggesting that urbanization 

does not have a direct and statistically measurable effect on labor supply after controlling for endogeneity. This 

result indicates that urban population growth does not automatically translate into greater labor market 

participation. In many African countries, rapid urbanization has occurred without a corresponding expansion of 

formal employment opportunities, leading to persistent unemployment, underemployment, and informal 

activities (Gollin, Jedwab, & Vollrath, 2016). Therefore, the impact of urbanization may depend on 

complementary factors such as infrastructure quality, industrialization, urban planning, and the capacity of cities 

to create productive jobs. 

Education presents a negative but statistically insignificant coefficient (-0.0648). This result suggests that higher 

educational attainment does not necessarily increase labor supply in the African context. One possible 

explanation is the mismatch between educational outcomes and labor market requirements. Although education 

contributes to human capital accumulation, its effects on employment participation may be limited when 

economies are unable to provide sufficient skilled employment opportunities (Becker, 1964; Schultz, 1961). This 

finding highlights the importance of considering not only access to education but also education quality and 

labor market relevance. 

Despite the significant contribution of the included variables, the model does not capture all factors influencing 

labor supply. Several important determinants are omitted, which may explain part of the remaining variation in 

labor market participation. These factors include institutional quality, governance effectiveness, political 

stability, demographic structure, labor market regulations, infrastructure development, foreign direct investment, 

technological progress, and the size of the informal sector. 

Institutional factors are particularly important in African economies because they influence investment 

decisions, employment creation, and the functioning of labor markets. Strong institutions, effective governance, 

and political stability can improve economic incentives and create a more favorable environment for job creation 

(North, 1990; Acemoglu, Johnson, & Robinson, 2005). Similarly, demographic characteristics, such as 

population growth, age structure, and dependency ratios, directly affect the size and composition of the labor 

force (Bloom & Williamson, 1998). 

The relatively limited number of explanatory variables also has implications for the interpretation of the results. 

Although the GMM estimation provides robust evidence of the effects of migration and economic development 

on labor supply, the estimated coefficients should not be interpreted as capturing all determinants of labor market 

participation. The omission of relevant variables may reduce the model’s explanatory capacity and may influence 

the magnitude of some estimated effects. 

Therefore, future research should extend the analysis by incorporating additional institutional, demographic, and 

structural variables, depending on data availability. Such improvements would provide a more comprehensive 

understanding of the mechanisms through which international migration influences labor supply in African 

economies. 
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CONCLUSION AND RECOMMANDATIONS 

This study examined the effect of international migration on labor supply in 37 African countries over the period 

2000–2024 using panel data techniques. The system GMM results show that international migration has a 

positive and significant effect on labor supply, suggesting that remittances, skills transfer, and migrant networks 

can contribute to strengthening productive capacities in origin countries. However, the effects of urbanization, 

GDP per capita, and education remain limited after controlling for endogeneity, indicating that migration 

outcomes depend largely on the structural characteristics of African economies. 

From a policy perspective, African governments should promote diaspora engagement, productive use of 

remittances, and knowledge transfers to maximize the development benefits of migration. They should also 

strengthen labor market institutions, infrastructure, and employment creation strategies to better absorb the 

growing working-age population. 

This study has some limitations. Although the system GMM approach addresses potential endogeneity issues, 

the model does not include all factors affecting labor supply. The moderate explanatory power suggests that 

institutional quality, demographic dynamics, labor market regulations, infrastructure, foreign direct investment, 

and informal employment may also influence labor market participation. Future research should incorporate 

these factors and further investigate the channels through which migration affects labor supply, particularly 

remittances, return migration, and skill transfers. 
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