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Executive summary

emittances constitute a global lifeline for people across the planet, especially in low- and
middle-income countries. Their importance has even exceeded that of foreign aid, private
capital flows and foreign direct investment in developing countries.

The COVID-19 pandemic has severely impacted remittance inflows to Africa, mainly owing to
the situation that African migrants face in destination countries, many of which have been the
greatly affected by the pandemic, and the disruption of the operations of remittance service
providers.

Based on World Bank projections, the Economic Commission for Africa (ECA) projects that
remittance inflows to Africa could decline by 21 per cent in 2020, implying $18 billion less will
go to the people who rely on that money. It is therefore critical to preserve this essential lifeline.
As the world enters an economic downturn, remittance flows will be more important than ever
forthe poorest and most vulnerable people, in particular those without access to economic and
social safety nets. Governments across the world should take effective action to facilitate and
boost remittances in view of supporting the fight against COVID-19 and ultimately building a
more sustainable post-pandemic world.

Against this backdrop, ECA and ONE Campaign have analyzed the impact of the COVID-19
pandemic globally and in Africa, and have explored ways to attenuate the socio-economic
consequences and preserve remittance lifeline.

COVID-19 and remittances in Africa: the importance of preserving the
lifeline

In Africa, one out of five people sends or receives international remittances (IFAD, 2020). Since
2009, the flow of remittances to the continent has nearly doubled; they now comprise more
than 5 per cent of GDP in 15 African countries. In 2019, migrant workers sent about $85 billion
to their relatives on the continent. (World Bank, 2020)

Butitis notjust the volume of money that matters. Remittances provide cash in hand for people
living in poverty. Millions of vulnerable people use remittances to cover their essential needs.
Indeed, it is estimated that three-quarters of that money is used to purchase nutritious food or
to cover healthcare, education and housing expenses. (UNDESA, 2019)

More important, around half of global remittances go to rural areas, where three-quarters of the
world’s poor and food insecure live. Poor households, in particular those headed by women, are
more likely to spend remittances to purchase essential goods and services.

Exacerbating an economic crisis

The COVID-19 pandemic is wreaking economic havoc around the world, and the fallout in
Africa will be acute. Under the most optimistic scenario, ECA estimates that the continent’s
economic growth could contract by 1.4 percentage points in 2020, pushing nearly 5 million
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people into extreme poverty. For both remittance senders and recipients, COVID-19 has meant
job losses and a decline in income.

Migrants are overrepresented in many of the countries that have been most affected by the
pandemic. While migrants make up less than 4 per cent of the global population, they represent
at least 8 per cent of the population in six of the ten countries with the highest number of
COVID-19 cases (World Bank data as at 5 June 2020). The wealthy economies of North America,
Europe and Middle East also host a large share of African migrants and are the source of more
than half of total remittances sent to Africa.

Beyond the loss of earnings, millions of senders also have found it difficult to send money to
their relatives during the lockdown. There are 1.7 billion unbanked adults globally, of which
75 per cent own a mobile phone that could facilitate their access to financial services (World
Bank, 2020). Financial technology companies (e.g., telecommunications operators) could help
to lower remittances costs by facilitating access and speeding up the clearing and settlement
of transactions (UN, 2020).

In Africa, ECA estimates remittance flows are expected to decline by 21 per cent, to reach $67
billion in 2020, wiping out 6 years of progress.

Cost of remittances and counter-cyclical measures

Typically, senders pay a premium that is negatively correlated with the amount of money that
is sent. For example, the median global cost of sending $500 is 5 per cent; however, the cost
of sending $200 is 7 per cent (World Bank, 2020). Surprisingly, banks charge the most to send
$200, about 11 per cent. In 2017, senders paid approximately $30 billion in fees (Money and
Banking, 2018).

At the global level, remittance costs remain relatively high, compared with the target of 3 per
cent set in Sustainable Development Goal 10. Transfer fees to Africa vary substantially across
remittance corridors, and additional global efforts should be made to reduce remittance
costs and support the continent in mitigating the socio-economic impact of the COVID-19
pandemic. Although Africa is the region with the largest number of people living in poverty,
it is the most expensive region for receiving remittances, with an average cost of 8 per cent
(compared to 5 per cent for South Asia). Africa also has the highest cost of sending money,
at almost 14 per cent. (World Bank, 2020). At the intra-regional level, the cost of remittances
remains high, especially in the Angola to Namibia, the Tanzania to Rwanda, and the Nigeria
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