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� Inward remittances are important notably for Samoa and Tonga, 
and to a lesser extent for Fiji, Kiribati and Tuvalu (World Bank 
2006a).

� Although there are indications that global recession would result 
in decline in remittances, a report by Asian Development Bank 
(2009b) strikes an optimistic note by referring to the resilience 
shown by remittances in recent years.shown by remittances in recent years.

� We investigated the relationship between economic growth and 
remittances in Samoa, which averaged about 25 percent of GDP 
during 2004-2008. This is also the period during which bank 
lending to private sector registered a high growth. 

� The indications are that remittance receipts are now increasingly 
entering the system through banking channels, improving 
greater financial intermediation.
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And the ARDL model is: 

Hence, bounds test is based on the F-statistics (or Wald statistics) with

the null hypothesis of no cointegration (H0 : β1 = β2 = β3 = β4 = 0)

against its alternative hypothesis of a long-run cointegration relationship

(H1 : β1 ≠ β2 ≠ β3 ≠ β4 ≠ 0).
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� In the short-run we find that there is a bi-directional causality between real 
output and exports, remittances and exports, remittances and credit to 
private sector, and credit to private sector and exports

� We find a unidirectional causality running from both remittances and credit 
and real output.

� Growth in output is influenced by the growth in remittances

� The results confirm the hypothesis that remittances play an important role 
in developing countries (Samoa)

� This also depends upon the scale and intensity of financial sector 
development by adding liquidity in the banking system, which in turn 
promotes greater credit to private sector, resulting in rise in growth.
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� Amongst the PICs, Tonga and Samoa receive large amounts of inward 

remittances from citizens and residents of their national origin overseas, 

which are primarily meant for supporting their families and relatives back 

home.

� This paper undertook an empirical investigation of the nexus between 

remittance and economic growth in Samoa during the past 28–year period 

(1981-2008). The results showed that remittances have helped Samoa to 

register greater economic growth. 

� Specifically, remittances by adding to the liquidity in the banking system, led 

to increases in credit to private sector, which in turn resulted in greater 

economic activities and resultant rise in exports, thereby leading to growth in 

GDP.
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� Financial sector development is the key to growth as it channels remittance inflows 
into the banking system;

� Decision makers in the government and financial sector can devise appropriate 
incentive measures to encourage the remittance recipient families to deposit them 
in financial institutions, which would contribute to accumulation of higher 
domestic savings and greater resource mobilization;

� Incentive measures would include offering higher interest rates for remittances � Incentive measures would include offering higher interest rates for remittances 
than available for domestic currency deposits

� Financial institutions should review the current structure of fees and other charges 
levied on inward remittances at both ends.

� Remove hurdles that come in the way of remitting the funds through formal 
channel (ensuring easy access to financial services such as ATMs)

� Encourage remittances through financial formal channels for better remittance data 
management 
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