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ABSTRACT
The study examined the determinants of international migration from the viewpoint of one source country by

applying a migration gravity model in determining the macroeconomic factors influencing emigration from
Kenya to five OECD countries namely;USA,UK,Canada,Australia and Germany during the period 2000-
2015.The study applied FEM specification regression techniques in estimating the gravity model and inferences
were made based on the FEM as chosen by the joint significance Test.The study found out that high inflation is
a significant push factor from Kenya to OECD bloc at the same time low destination inflation rate though
insignificant in the study was revealed to be a pull factor. We further found out that an appreciation of the
Kenyan currency relative to the respective countries’ currency led to increased migration propensity from
Kenya due to perceived low transport and agency costs. The expected positive relationship between emigration
and destination GDP per capita was established however, the study found out a contrary finding of the origin
GDP per capita being a significant push factor. We established that a rise in remittances resulted to increased
migration from Kenya to OECD bloc nevertheless it was statistically insignificant. Destination population size
had a positive and significant attractive effect for emigration from Kenya in line with the gravity intuition. By
considering the relative economic attractiveness of the individual countries for Kenyan emigrants to settle at, we
found out that Australia is the most attractive, followed by Canada, then UK and finally Germany. When
emigration was considered over time, there was generally a positive trend except for the year 2007 which was
negative. It’s worth noting however the long term trend overtime could not be established since there was rise
and fall in emigration trend in close succession of subsequent years. Finally, we found out that if all the
macroeconomic factors were held constant there will be a significant decline in emigration from Kenya,
therefore we do conclude that besides other factors determining emigration Economic factors do also play a key

role.



CHAPTER ONE

1. INTRODUCTION

1.1 Background of the Study
Migration can be defined as the movement of people from one geographicalarea to another

andusuallyinvolves a change of residence.The movement from a residence can occur either on a
permanent basis or a temporary one.There are two major patterns of migration; Internal and External
migration. Internal migration is the most conspicuous form of population movement in developing

countries.

It has been noted that most of Africa’s urbanizing prospects are greatly contributed by internal
migration.The current urbanization growth in SSA countries stands at 7% per annum.Chant and
Raddcliff(1992), contend that there has been increased migratory movements in the recent past due to
better and improved transport, expansion in informal urban sector employment and communication

infrastructure in a number of SSA countries.

International migration is arather recent phenomenon in developing countries.According to 1LO (2006),
the number of working age international migrants is estimated to have risen from 81 million the year
2000 to 191 million in 2005.1ts noted that a large number of international migrants are from the
developing countries. The main destination pull factors range from ability to access jobs,expectations of
potentially higher income and how strong the transnational networks are with the migrant on the
recipient country(Voigt Graf ,2002).There has been various findings on both the micro and macro levels
trying to justify the international migration phenomenon.Skeldon (2002), alludes that the process of
economic development should encompass migration with a view of alleviating poverty. On the
otherhand, micro level findings show that emigration can have negative impacts in terms of economic
and social development due to the loss of skilled labor (Alhburg and Levine, 1990).Major development
due to emigration in the developing countries is usually enhanced through the remittances received,
which has been estimated to be the second largest after FDI.The remittances can be beneficial especially
in consumption smoothing(unlike where assets could be used for such smoothing during an

idiosyncrasy) and general prosperity through various investment activities.



Most world migration patterns have been mostly been propelled by ethnicity and conflict, however
majority of the world countries have been undergoing peaceful transitions and the current human

mobility are influenced byeconomic motivation.

International migrations is often explained by a basic push and pull model,economic
conditions,demographic pressure and unemployment in the sendingcountries, work in coordination with

higher wages, demand for labor and family reunification in the receiving countries (Smith, 2007).

The largest number of Kenyan emigrants has been noted to be at the United Kingdom and United States
of America (IOM).However of recent there has been an upward trending migration to the Middle East
especially Dubai and Saudi Arabia.Canuto and Rathha (2011), found that the top destination for
emigrants from Kenya is the United Kingdom followed by Tanzania and the United States.The
estimated population size of the Kenyan emigrants in the US stand at 87,267 equivalent to 5.8% of the
African emigration population,thus making it the fifth largest African diaspora community after
Nigeria,Ethiopia,Egypt and Ghana(McCabe,2011).

According to World Bank migration data, a large portion of the population of the Kenyan emigrants
since 1960 has greatly been located inAfrica. This can be partly attributed to less migration cost and
ratification of the Africa Migration Policy Framework allowing easy migration of labor. Asia is second
largest recipient of the emigration stock followed by Europe, America, Caribbean, Australia and Pacific

in that respect as shown in table 1.1



Table 1:1 Kenyan population distribution according to geographical areas

Region 1960 1970 1980 1990 2000 2007
(GMOD
Africa 54,245 84,506 94,683 104,773 | 538,128 87,6695
Asia(Including China, India and Middle 3678 38,608 30,830 21,801 966 92,731
East)
Europe(Including Eastern Europe) 788 30,834 22,367 23,678 920 70,674
America(Including Latin America) 302 4,006 6,299 8,762 161 19,329
Caribbean 35 163 768 1,431 21 2,496
Australia and Newzeland 216 427 226 0 6 849
Pacific 11 25 12 0 0 262
Total 59,275 158,569 155,185 149,445 540,202 1,063,036

Source: World Bank Migration data (1960-2000) and GMOD (2007)

IOM(2014),indicates that Kenya’s net emigration rate stood at -0.22 per 1000 persons but the skilled
emigration was estimated to be 35% of which the largest composition were health professionals who
quite often settled in the US.According to UNDESA the five largest recipient of Kenyan emigrants are;
USA, UK, Australia, Canada and Germany.

Regional integration has played a great role in increasing emigration. With the flexing of transitory
restrictions, citizens of the EAC are able to cross borders with relative ease. This has been due to the
motive of enhancing wellbeing of the residents. De Hass et al.(2011) posits that by increasing selectivity
and suffering among migrants, existence of migration restrictions can have a negative impact on
migrants’ wellbeing as well as the poverty and inequality reducing potential of migration. World Bank’s
Migration and Remittances fact book (2011) estimated diaspora population of Kenyans in 2010 to be
457,000 individuals; it further identifies the Uganda —Kenya border as a top migration corridor. Most
spatial distribution and population mobility patterns in SSA countries Kenya inclusive have been greatly
influenced by the desire for better opportunities ranging from human capital development to well-paying

employment.



Figure 1.1 shows that Kenyan emigrants are from all counties within Kenya, with most emigrants

coming from Nairobi, Kiambu, Mombasaand Nakuru. Each of the other counties does contribute in the

range of 3600-100 emigrants to the overall emigration stock.

Figure 1.1:.Kenyan Emigrants distribution based on county of origin
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Sometimes the impact of emigration in SSA can be correlated however it isn’tsubstantial to preclude

that similar push factors do cause the scenario (Ruth, 2007).1ts more reasonable to consider a country

specific factors with characteristics similar or better than the majority of countries under study.



The study regards Kenya as a case study based on a number of unique characteristics as outlined by
Ruth (2007) who notedthat the Kenyan population abroad is among the top ten among African countries,
hence it’s a significant population for consideration .Second, Most emigrants from Kenya experience
brain waste in developed countries thus creating a drive to focus on Kenya. It’s also noted that the
government has tremendous interest with its diaspora and there exist evidenced network of interest of
Kenyans abroad on development efforts in Kenya .In addition, Kenya is regarded as a regional hub for
trade and finance in East Africa, Kenya consist of a large number of literates and is relatively stable with

minimum confounding factors making it easier to examine.

1.2 Statement of the Problem
For a long time, Kenyans have been migrating to developed countries in search of better opportunities,

however evidence of most Kenyans in those countries depict existence of great brain waste,
nevertheless its worthy noting that there has been a rise of Kenyan emigrants to such destinations a case
in point to the US. For quite a long time, inadequate employment opportunities with relatively low pay
have been the main push factors for majority of emigrating citizens, nevertheless the pull factors have
been increasing in recent times ranging from existence of networks, demand for labor and collective
household aspirations. Kenya’s political conditions are relatively democratic and weather conditions of
Kenya are fairly predictable and relatively stable throughout the year than in other countries, which has
seen multinational companies establish branches in Kenya with the intention of providing job
opportunities at close proximity. Despite this move the number of reported emigration is on the rise, this
makes aresearcher inquisitive to find out why there is a continued surge of emigrants even when the
prospect of availability of better opportunities doesn’t exist in the receiving destinations and the factors
compelling Kenyans to forego the new job establishments to the option of emigrating. The study intends
to delve the existence of other economic factors likely to propagate human mobility apart from the rather

obvious factors like employment.

With the dynamics in development of complex communication and transport infrastructure, international
migration a rather rare and a preserve of the few in the past has been growing at an alarming level. The
study intends to discern why there is increase of emigrants from Kenya considering how costly it’s to
migrate, reason why employed persons are leaving their jobs for other countries yet they have an

assured income.



1.3 Research Questions
I.  Which macroeconomic factors determine emigration?

ii.  What are the policy recommendations to controlling emigration?

1.4 Objectives of the Study
The general objective of the study is to establish the key macroeconomic determinants behind the

increased emigration of Kenyans.
The specific objectives of the study are:

I.  Toanalyze the economic factors influencing emigration from Kenya.
ii.  To formulate policy recommendations to policy makers for possible implementation.

1.5 Justification of the Study
The study aims to fill the gap of inexistence of empirical studies on emigration for Kenya but to also

suggest relevant policy recommendations that can not only enhance the application of the skilled
manpower within the Kenyan boundary but also cement the sovergnity of its citizens in the host
countries especially where cases of brainwaste and discrimination have been reported.It will give
macroeconomic suggestions aimed at stemming the emerging tide of racism and discrimination against
Kenyan citizens in foreign countries often practiced by the nationals of the respective countries who are
either unemployed or areimpoverished. This nationals regard the Kenyan emigrants to be potential and

direct opponents vying for existence of better opportunities in their native territory.

The study also seek to propose measures that will ensure that the presence of Kenyans abroad is

maximized by their inclusion in propelling economic growth through remittances inflow.

Most studies in migration do emphasize the existence of circular migrationhowever for international
migration this is quite often limited.Inorder to enhance the logic of circular (return-migration) the study
will come up with policies aimed at making this phenomenon quite easy by making fundamental

changes to theexisting stringent restrictions.

The study will be very crucial to enlighten researchers on the perceived relationshipof economic

dynamics in determining the spatial distribution of citizens of a country.Lastly the study will come up



with suggestions that will harness the migration policies advanced by government andthe economic laws

having a direct effect on emigration despite that not being the initial intention.

CHAPTER TWO

2. LITERATURE REVIEW

2.1 Introduction
This section provides a review of literary work: theoretical and empirical intended to give informative

and descriptive origin, trends and patterns and other factors propagating human mobility across country
borders. It will give insight to factors that have influenced mobility in different parts of the world at

some point in time.

2.3 Theoretical Literature
There is a large body of literature trying to give thetheoreticalangle to the determinants of emigration.

These different literature usesdiffering concepts,assumptions, frames and level of analysis (Arango,
2000).According to Arango (2000) and Castles (2010), suchtheoretical models having been developed
through specific empirical findings and enhanced in isolation and are often segregated by area of

functionalism.

Inmost recent literary works(Massey et al,1993:Todaro and Smith 2006;Faist 2000;Portes,1999)posit
that despite theoretical perspectives giving deferring postulates ,they should be applied in a
complimentary manner and not to be regarded as mutually exclusive. A number of theories that explain
the determinants to emigration have been increasing throughthe improvement on the prior
theories.Portes (1999) alludes that the formulation of migration theories is aimed at resolving fourbasic
questions: What are the origins of migration?What is the directionality and continuity of migrant

flows?How is migrant labor utilized? Andhow easy is it for migrants to adapt to the social cultural

factors.



2.3.1 International Migration Theories

2.3.1.1 Ravenstein theory of Migration
This theory is basedin generalizations focused on individual rational choice to be influencing mobility of

persons from one place to another. By using census data from England and Wales, Raveinstein focused
on the repelling and attracting factors to migration, migrant’s individual characteristics, areas of
occupation, distance and the feedback effect of any migration patterns, he was able to formulate
generalizations which came to be called Ravenstein’s laws and most emerging theories have in one way

advanced from a number of the laws. The laws are:

e Most migration occurs within a short distance

e Majority of the migratory movements are from agricultural to industrial regions

e Expansion of bigger town centers is as a result of migration rather than natural growth.

e Migration develops in tandem with industrial, commercial and transport expansion

e Every migration flow produces a counter flow

e Most women undertake short distance migration while the majority of men indulge in
international migration

e Economic causes are the key factors at the Centre of most migration flows.

2.3.1.2Neoclassical Migration Theories
According to this theory, migration is acceleratedby differential in labor returns across markets.

It’s an initial model advanced to show the complementarity of development and migration by the
neoclassicists such as Hicks , Lewis and Harris and Todaro .It revealsthat actual wage differences
across countries, arising from deferring levels of labor market restrictions result in migration. Basically,
the main consideration of this theory on what causes migration revolves around wages. Massey et al.
(1993) and Borjas (1999) contend that in a situation of full employment this theory foresees a linear
relationship between migration and differences in wages.In an extended version of this model
Zimmermann (1994) posits that itsn’t the actual earnings but the expected earnings that greatly

determine migration and often the key variable is earnings weighted by the probability of employment.

According to Faist (2000), DeHass (2008) and Massey etal (1993), the migratory capability is linked
with costconsequently; it’s neither the poorest individuals nor the poorest countries that do send
theirlabor, migration patterns therefore tend to be hump-shaped. Migration rates accelerate with the

growth of country’s wealth as more individuals or households are able to fund more migration.



Kurekova (2011), alludes that as the country continues to develop, the emigration rates diminish and the

incentives to migrate change.

Various theories have been developed as extensions from the neoclassical theory and they try to explain

various aspects namely:

2.3.1.2.1Sjaadstad’s Human Capital Theory(1962)
This is amicro level model developed to assess individual choice to migrate. This model adds a social

demographic angle to the neoclassical model as akey determinant in inducing a migration decision
(Bauer and Zimmerman, 1999).Central tothis theory, is the focus on a rational individual who aims to
maximize benefits in the new destination, inother words, Sjaadstad likens an individual decision to

migrate as aform of investment.

Bonin et al (2008), reveal that since individuals defer in preferences despite being from the same
sending country they will portrayvarying migration propensities consequently select different
destinations.According to Kurekova(2011), the position held by the human capital theory is that,the

more skills an emigrant has increases ones chances of becoming successful.

2.3.1.2.2 Lee’s Push-Pull Theory(1996)
This model affirms that for every migration pattern there is often a repelling factor from the sending

country and anattracting one from the receiving destination. Lee further notes the existence of
intervening obstacles,these are factors that exist between the push and pull causes and they include;
transit costs and migratory regulatory restrictions and these may have three probable outcomes: reducing
the migration, increasing itor even preventing it especially a cross border travel ban for citizens of a

given country.

There are two major criticism of this theory; Due to its rather simplistic portrayal of the determinants of
migration, it fails to reveal the dominant push and pull migration factors (De Hass, 2008).Second
Mabogunje(1970), criticizes it on the basis that despite having no prior reason of not adopting this

theory to a micro-level, its applicability in investigating causes of rural-urban migration is limited.

2.3.1.3 New Economics theory of migration
Mutual interdependence and not individual independence in decision choice to migrate is emphasized

by this approach(Stark,1991).An individual’s decision to migrate isn’t determined by such a person’s

instinct but rather through a combination of factors and other peoples’ perspective .Massey et al(1993),



posits that unlike the human capital position where the decision to migrate is determined by a person’s
anticipation to maximize individual utility, in this new approach households respond to foregone risks of

income and other failures in the market.

According to Stark(1991),failure to consider the rationality of individuals doesn’t justify irrationality of
a household but it gives room for consideration of other variables of deprivation, level of risk
averseness and risk minimization of household income.It’s argued that a relatively poor household will
be willing to send a member abroad due to the anticipated gains that will alleviate the status of such
household in the aftermath. Taylor (1999), applaudsthis model since it considers remittances as
asignificant income loss reduction way through its diversification of the risk, at the same time, it

connects causes and consequences of migration.

Just like the neoclassical theory this model is static in analyzing household changes and its heavily

future oriented.

2.3.1.4 World Systems Theory
This approach focuses on the linkage of migration determinants to world market structural changes and

perceived interconnectedness of migration to globalization, interdependence of economies and invention

of new ways of production (Sassen, 1988).Basically it focuses on the supply side of labor.

In most developing countries that have resorted to export oriented production and agriculture value
addition, often attract alarge share of Foreign Direct Investment .This influences the pattern of migration
in such a way that people move to the areas from which the investments originate. This approachregards
capital as a fundamental factor in its analysis.According to Kurekova(2011), origin of capital often

becomes the receiving destination of labor.

Bijak (2006), critiques this approach to being too descriptive as Favell(2008) recognizes its failure to

derive testable postulates.

2.3.1.5 Dual Labor Market Theory
This approach was developed byPiore in 1979.The main tenet of this model is that despite existence of

capital intensive and labor intensive sectors,the determinant of migration is affected by the demand for
labor but not its supply. This approach has two major limitations: It fails to consider sending destination
and it places greater concern on recruitment practices that are formal in nature and it appears to be

unrealistic by generalizing that there are countries in the world with similar economic structures
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therefore the formal recruitment procedures should be equal. However this approach doesn’t justify the

existence of emigration differentials in such countries

2.3.1.6Network concepts migration Theory
At some point in time there seems to be inexistence of wage differentials and formal recruitment process

that may influence emigration of persons, in such a situation one will look at what perpetuated the
mobility rather than what initiated the emigration. Building on Vertovec(2003), diaspora existence of
networks often perpetuate the choice of destination of emigrants during decision making.This diaspora
networks aren’t evenly distributed across origin countries thereby making the migration propensity to
vary at different periods. A closely related theory to this approach is the system theory, developed by
Magobunje(1970).1t has its origin in geography and inclines on the socio-cultural, economic and

institutional impact that migration has.

Transnational migration is another closely related form to networks theory.This kind of migration
reveals an emigrant who has influence in the receiving and sending destination in various facets of

development be it political, economic and social (Bretell and Hollified, 2008).

2.4 Empirical literature
Kenya specific empirical studies on determinants of international migration is limited, however there are

studies from a sample of countries on the determinants of emigration.

De Haas(2008);Zohry and Harrell-bond(2003),point out that oil-rich countries became potential
destination of emigrants from south Asia, South East Asia and for some regular sub-Saharan workers
who were regarded to offer their labor cheaply during 1983, Iran-Irag war that had resulted tofluctuating

oil prices and declining demand of construction workers who were mostly Egyptians and Arabs.

According to Cohen (2001), in Morocco middle class high school and university graduates are a
frustrated lot who are eager to emigrate due to high unemployment, lethal education systems failing to
provide the required job skills,existence of state bureaucracy and scarcity of stable jobs for those without

networks. This ‘condemned ‘group often stage demonstrations at the parliament in Rabat.

Empirical study findings from a survey conducted on Mexican households show that schooling hardly
affect incentives to international migration from rural Mexico, however it has positive effects on

internal migration incentives(Mora and Taylor,2006)
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Jerome(1926), by observing the number of emigrants from Europe for over a period of 100 years before
US immigration quotas were imposed in the 1920s, he resolved that themain pull factor was the
economic conditions.In addition according to Kelly(1965), in his observation of the causatives of the
Britons migrating to Australia, his finding was similar toJerome, he singled out employment to be the

main economic factor accelerating the mobility between 1865 and 1935.

Mwajuba(2005), in his study of finding out reasons why Nigerians were migrating he found out that

economic factors accounted for 80% and 18% accounted for education of the total pull factors.

In Wentzel and Bosman(2001) investigation of the cross border pull factors for the Zimbabweans and
Mozambicans to South Africa, revealed that macroeconomic variables were significant . They found out
that South Africa granted the emigrants fair prospects of employment, relative better wages and the

South African currency was more stable than for the two nations.

Wouterse and Van Berg (2004) study of the factors influencing Burkinabes to migrate found out that
better wages andsurety of employment opportunities often compelled the country’s poor tocross
borders.On the otherhand, oversee countries are a preserve of the wealthy who have the desire to

accumulate more wealth.

Jennissen(2003),in delving the economic determinants of net migration in western Europe for the time
period spanning from 1960-1998 and by taking GDP per capita,unemployment and average education
level as the explanatory variable found out that GDP per capita had positive correlation while

unemployment had negative effect on individual country net migration.

Investigating the macroeconomic determinants of increased Mexican emigrants to the US,
Mendoza(2006), by using a cross sectional database at the regional level to weight a least square
regression did find that GDP per capita had anegative effect while unemployment rates and permanent

migrant stocks showed positive effect on migration growth rates.

Ahmed et al.(2008),in investigating the macroeconomic determinants of international migration, he
took a time series data of 1973-2005 and used inflation rate, realremittances,real wage rate and
unemployment rate as the explanatory variables.He found out that all except real wage rate had positive

relationship with migrant workers.
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Beyene(2011), found that for international migration wealth and networks factors were found to be
positive pull factors. The study aimed at estimating factors influencing internal and international

migration to rural and other urban areas in Ethiopia.

There are also anumber of literary works that assess the non-economic determinants to emigration and
they often indicate that they dominate the economic factors.

Bach(2003), in his investigation on the determinants of increased emigration of South African nurses to
Britain found out that nurses associations and diaspora networks in the receiving countries were the key
pull factors.Tsegai and Plotnikova(2004) delve that increased emigration of Ghanaians is enhanced
through better education, in otherwords,the more educated an individual is the greater the prospectof

migrating.

Beine and Parsons (2002), by incorporating climatic factors to evaluate determinants of international
migration they used panel data for 226 sending and receiving countries for a time span from 1960-
2000.They noted that short run factors as evidenced by natural disasters and varying climatic conditions
as manifested by unstable temperatures and rainfall, accelerated movement of people from rain-fed

agricultural areas to developing countries.

By using the gravity model to investigate panel data of migration from Bangladesh to 23 receiving
countries for aduration between 1995-2009, Ullah(2012), found out that cultural factors, social-
demographic and economic factors had apositive effect on the decision to migrate to the other

destinations.

Tabassum(2014),in estimating the determinants of emigration, by administering questionnaires for 465
random households of Pakistan found out that environmental factors had an influence on migration

majorly for the areas relying on agriculture for livelihood.

A study conducted by Cuaresma etal (2013), to evaluate the determinants of global bilateral human
mobility through the use of a gravity model for external migration revealed that the model was able to be

explained by GDP differentials,distance and bilateral population.

2.5 Summary of Literature Review
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This section has provided a wide spectrum of the theoretical and empirical literature in the area of
migration.It stands out that international migration is avery complex area.As the various authors try to
identify the exact factors that cause certain migration flows,it becomes conspicuous that no single
theorycan be used to explain all the migration phenomenon.Viljoen (2005), asserts that in using
migratory theories to establish the fundamental aspects of the phenomenon, aresearcher will be biased to
rely on only one theory to get a comprehensive coverage of factors influencing migration.We do note
then the theories are complimentary in their application and they cannot be used in isolation, unless we
are concerned with a very specific aspect of the human mobility.

The empirical literature has provided some practical studies where various factors have been evaluated.
From an economic point of view general remittances may not be a solitary factor to determine
emigration without considering the value of such remittances to the country of origin. In other word,
largeremittances with an appreciation of Exchange rate could be invaluable consequently inhibit
decision to emigration at the same time an appreciation of exchange rate will result to reduced visa fee
and flight charges hence accelerated emigration,however this is subject to empirical study. In line the
literature reviewed fail to recognize the eminent correlation that often exist between remittances and
exchange Rate, exchange rate and interest rate (through the absorption pass through effect) in making a
choice of the destination, consequently this variables are left out by the literature reviewed. To add to
the existing body of knowledge it will be necessary to incorporate such factors to the familiar

macroeconomic factors framework to determine their effect in influencing emigration stock.

14



CHAPTER THREE
RESEARCH METHODOLOGY

3.1 Introduction
This section provides the theoretical framework on which the study was based and clearly outlines the

specific model considered in determining the research findings of the study. Since the gravity model was
used, the various tests to determine the suitability of the data to be able to give reliable, unbiased and
consistence results are clearly outlined in this chapter. The section does specify the sources of data for

validity purposes too.

3.2 Theoretical Framework
The study was based on the migration gravity model; the foundation of the gravity model is focused on

Newton’s law of gravitation in the sense that the gravitationalforce existingbetween objects is affected
by the distance and by their masses. For this study gravity force is replaced by the size of emigrant stock
while the masses will be replaced by the individual countries’ population, on the other hand the bilateral
distance taken as a proxy of migration cost will be considered. This model is widely used in
international trade, however various scholars have modified it to explain determinants of unilateral and
bilateral migration namely; Karemera, Oguledo and Davis (2000), Lewer and Berg (2008) and Mayda
(2010).

The basicgravity model of the study can be expressed as;

M = Bo (X)) (X ;)2 (Disty)* (Ziy) U oo, 1

ijt

Where X, represent population size for sending i and receiving jcountries, Dist is migrating distance all
having an influence on M which is the emigrant flow from country i to j at timet.Z Represents

macroeconomic factors that may affectM while U are other factors not captured that could impact

emigrant flow like migration restriction.

Further it can be shown that the emigrant stock M ; can be taken to be a function of the population

sizes of the countries involved and migrating costproxied by distance, that is;

M;; = f (Population, Population Dist;,.......) ..., 2
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Labor market theories of migration contendthat when the origin population size increases it increases the
propensity to emigrate the same is the case for the destination country(Lowry, 1966), at the same time
the distance between two countries is inversely related to the migration flow from the origin country.
The traditional gravity model equation 2 can be modified algebraically into the following form;

Bive B
X AX
Dist;”

Ml = By o o 3

For this studyi is Kenya and jare the emigrant recipient countries, f, is the gravitational constant and

Dist is migration distancein kilometers, 5, , 3 show the variables’ specific coefficient.

Equation 3 can further be modified to include the macroeconomic factors under consideration that may

affect migration stock from country i toj as can be provided in the extended version of Lowry(1966)

gravity model as shown in equation 4.

X-ﬂl X »ﬁz Z__ﬁa
M, =8, % .................................................................................... 4
C;
Zij Represents the macroeconomic pull and push factors like inflation, exchangerate, unemployment rate

and interest rate for the destination countries and other bilateral factors.

3.3 Analytical Framework
To be able to conduct an empirical analysis using the modified gravity equation 4, we shall take the log-

linearized form of the extended version for the migration to the select countries from Kenyaexpressed as

in equation 5.
INM;; =B, + B InX; + B, In X, + B InZ, + B, InZ; + B, InDisty +&.....ooooiiiiii, 5

The parameter Zi,,- is a proxy for the macroeconomic factors for the origin and destination countries

namely; Gross domestic product percapita(GDPPC),Inflation rate(IR),unemployment rate for the
working age population(EM),Exchange Rate(ExR),Remittances(RM),as a proxy for estimating the

annualemigrants flowto the select countries in consideration.
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Equation 5 is characterized as a gravity model since it contains the standard gravity variables namely
population and distance. The model includes population in its analysis to take into account the migration
that occurs mainly because of the increase in the natural growth of the population in aregion.We used

the population as explanatory variable since it requires less parameter restrictions .
Definition and Expected signs of the variables

Emigrants -It’s the dependent variable in the econometric regression.lt refers to the total number of

Kenyansleaving to another country.

GDP per capita - Is the economic output for each individual of a country. It’s estimated by dividing
GDP by the total population. It usually shows how each individual feels about the growth and
development of the country. It’s expected to have a negative sign for the origin country and positive for

the destination.

Inflation -  Shows the level at which the general level of prices of goods is rising. It’s measured as
aproxy of the CPI per annum.It’s expected to have a positive sign for the origin and negative for the

destination.

Unemployment rate- level of working age population without any formal or informal income
generating activity. It’s expected to have a positive sign for the sending country and negative for the

destination

Remittances - This is money sent by emigrants to countries of origin. It’s expected to have a positive

or negative sign for both sending and receiving countries.

Bilateral Exchange rate-1s ameasure of the value of a currency relative to other countrycurrency. It can

either have a positive or negative sign.
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3.4 Data sources
The study used secondary sourcesdata for the period from 2000 to 2015. Data on remittances,

inflationrate, Real interest rate, GDP per capita and Population was obtained from the World
Development indicators, the emigrationfigures wereobtained from International Migration
Database(OECD), unemployment ratedata was obtained from Global ecnonomy.com and Bilateral
Exchange rate data was obtained from UNCTAD data base and data on distance was obtained

fromCEPII (http://www.cepii.fr/anglaisgraph/bdd/ distances.htm).

3.4.1 Estimation Techniques
The study adoptsgravity model estimation techniques in estimating macroeconomic factors to overall

migration destinations. This model has the advantage similar to the panel data since it allows greater
flexibility in modelling for individual heterogeneity. The major methodsof gravity model estimation is
by use ofError components model,OLS, Tobit Model and scaled OLS(the last two are often used incase

of missing observations).

Since the study was based on a gravity model the study employs the error components models
specifically the fixed effect model. This FE estimation technique according to Feenstra(2002) ,regards it
to be more consistent for a pooled time series of cross sections (panel data) since the biases arising from
inclusion of unilateral and bilateral variables in the equation are overcome at the same time according to
Martya(1997) it increases the degrees of freedom. Other scholars who adopted the FE method to analyze
migration are; Clark et al (2007), Kandogan (2007, 2008) and Lewer and Berg (2008).Unlike other

techniques the FE is capable to cater for destination countries’ and time specific effects.

FE specification are known to not imposing ad-hoc structural assumptionson the model of consideration
at the same time it allows the application of OLS econometrics.In addition FE specification are
parsimonious in data need they only need good bilateral values and the data for the dependent variable

for estimation.Generally they present the simplest method of solving the gravity model.
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3.4.3 Diagnostic Tests

Test for Heteroscedasicity
This occurs when the variance is different across observations. It results to biased estimators

consequently affecting the conclusions made during hypothesis testing hence becomes invalid. The

Wald test of groupwise heteroscedasticity is used to test for the presence of heteroscedsticisty.

Test for Multicollinearity
Occurs when there is correlated error term overtime. To test for Multicollinearity the Value Inflation

Factoris used.
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CHAPTER FOUR

DATA ANALYSIS AND EMPIRICAL RESULTS

4.1 Introduction

This chapter presents the empirical and descriptive results for the estimated variables by the
modelspecified. It further provides a discussion of the findings.The first section will provide the
descriptive analysis and the second part will give the empirical results on the push and pull

macroeconomic determinants influencing migration from Kenya.

4.2 Descriptive Statistics
This section provides the description of the dependent and independent variables used in the analysis on

the basis of their overall mean, standard deviation and maximum and minimum distribution.

Table 4.0 shows the descriptive statistics of the variables of estimation of emigration .The overall mean
of all the variables is positive except for the bilateral exchange rate which is negative. Remittances
inflow has the largest positive mean while the destination per capita GDP has the least positive mean.
The small standard deviation of the dependent variable indicates a small variation from the mean, with a

maximum value of 9.198 and a minimum value of 5.124

Table 4.0 Descriptive Statistics for Migration to OECD Block

Variable Obs Mean Std.Dev. Min Max
LN 80 7.166 0.907 5.124 9.198
EMIGRAN-~]

LN REMij 80 22.95 1.160 20.77 25.34
INFLATION]j 80 2.125 1.026 -0.360 4.480
LN EXRIij 80 -4.424 0.324 -4962  -3.689
GDPPCj 80  1.248 1.769 -5.380 4.240
LN DISTij 80 9.161 0.293 8.781 9.409
LN POP;j 80 17.97 0.914 16.77 19.59
LN POPi 80 17.45 0.122 17.25 17.65
GDPPCi 80 1.732 2.277 -2.370 5.560
INFLATIONI 80 9.444 5.671 2 26.20
EMi 80 9.419 0.217 9.100 9.800

20



Note

Mij-Emigrants from Kenya to destination j,REMiji-Remittances Inflow from destination to Kenya, IRj-
Inflation Rate of destination,ExRjj-Relative value of Kenyan currency to the destination
currency,GDPPCj-Per capita GDP at the destination,DIST j-Distance between destination and
Origin,POPj-Destination Population size,POP;-Origin Population size, GDPPCi-Per capita GDP of origin

country,IRi-Inflation rate of origin,EMi-Unemployment Rate at the origin

4.3 Correlation Analysis
Table 4.1 shows the correlation between variables for migration to OECD bloc. It can be noted that

Remittances outflow, destination and origin population size, Origin GDPPC, origin Inflation rate have a
positive correlation with emigration from Kenya, on the otherhandbilateral exchange rate, destination
inflation rate and GDPPCj,unemployment rate of origin and the bilateral distance have negative
correlation with emigration from Kenya.All the variables have correlation values less than 0.5 except the
correlation between origin country unemployment rate and POPi which has a value of 0.984 in absolute
terms which exceeds 0.9 hence very severe. The effect of distance from the perceptive of the origin
country is constant. All the variables except GDPPCi and Emi have the expected signs as per the

literature.In estimating the data we dropped origin country Unemployment rate.
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Inflatio GDPP Inflat EM

Mij REMij ExRij GDPPCj DIST POPj POPi

nj Ci ion i i
Mij 1
REMIij 0.418 1
INFLATIO -0.185 -0.18 1

Table 4.3.1 Correlation Matrix for Migration to OECD bloc
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Nj

EXRij 0363 041 0318 1

GDPPCj  -0.417 -0183 0182 00653 1

DISTij 00475 -013 0288 0348 -00009 1

POP 0403 0357 -0167 -0.306 -00702 -0132 1

POPI 0189 0409 -0.264 -0.403 0215 0 00401 1

GDPPCi 0145 0198 -0.0797 -0226 0201 0 00188 0473 1
I'\I'\i'FLAT'O 00852 00993 -0203 -0.0458 -0.498 0 00059 0.158 00446 1

Emi -0.188  -0.408  0.206 0.409 0.19 0 -0.0394 -0.529 -0.13

0.984

1

4.4 Diagnostic Tests

4.4.1Heteroscedasicity in FE Model
The study adopts the Waldtestto check for the presence or absence of groupwise heteroscedasticity.The

null hypothesis of this test is existence of homoscedastic standard errors while the alternative hypothesis
IS heteroscedasticity. The test statistic is 61.89 in emigration model and the probability is 0.000<0.05
therefore the null hypothesis is rejected hence existence of groupwise heteroscedasticity.

Heteroscedasticity is corrected for by use of robuststandard errors in the regression.

Modified Wald test for groupwise heteroscedasticity in fixed effects
HO:sigma(i)A2=sigman2 for all i

Chi2 (5)=61.89

Prob >Chi2=0.0000

Note: Test conducted at 5% level of significance
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4.4.2 Testing for Omitted Variables

Omitted variables are tested for using the Ramsey RESET Test. The null hypothesis of this test is
nonexistence of omitted variables while the alternative is the existence of omitted variables. The P
value=0.3461>0.05 hence not rejecting null of non existence of omitted variables.

Ramsey Reset test using powers of the fitted values of LN_EMIGRANTS;j;
HO:model has no omitted variables
F(3,67) =1.12

Prob>F=0.3461

4.4.3 Test for Cross sectional Dependence

It’s tested for using the Breusch Pagan LM test the null hypothesis of this test is that residuals across
entities aren’t correlated. The P value of this test is 0.000<0.05 hence presence of cross sectional
dependence.Hoechle suggest this should be corrected for using the Driscroll Kraay standard errors.

Breusch Pagan LM Test of cross sectional dependence
Chin2(10)=43.504

Prob=0.000

4.4.4 Test for Multicollinearity

The study uses the Variance Inflation Factor in testing for the presence or absence of Multicollinearity.
Presence of Multicollinearity lead to biased results since the error term is correlated over time.The
threshold value for the presence of multicollinearity is 10. In the table 4.4.4 below it can be noted that
the VIF values for the variables is below 10 hence no Multicollinearity however that for EMi is 42
therefore depicting very high collinearity consequently it is dropped from the estimation

Table 4.4.4. VIF Results of Multicollinearity
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VIF results for OECD block

Variable VIF 1/VIF
Emi 42.37 0.0236
LN POPi 9.80 0.1020
LN REMij 8.75 0.114
LN POPj 7.66 0.13

LN EXxRij 4.28 0.234
LN DISTij 3.41 0.293
GDPPCi 1.84 0.544
GDPPCj 1.66 0.603
INFLATION]j 1.45 0.689
INFLATIONI 1.44 0.697
Mean VIF 8.266

4.5 Empirical Results

4.5.1 Basic Migration Gravity Model
To begin with the basic gravity model is estimated. We used a log-log form to estimate the gravity basic

model as:

In Mij =B, + B, InPop;, + 5, In Popjt +5,1In Distij +Uijt

WhereU ijt 1S a stochastic error term. This analysis intends to validate the intuition that population in

both the origin and destination have positive correlation with emigration from origin. Thedistance(taken
as a proxy of migration cost) between the two destinations according to gravity model has negative
correlation a similar observation can be made from the correlation matrix, howeverthe correlation
matrix for cross country analysis shows it to be constant depicting a case where the view of distance to
being a barrier to emigration to have been decaying overtime. Population was taken to be a measure of
the size of the labor market in a country, high destination population attracts immigrants on the other

hand high origin population accelerates emigration.
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The gravity intuition can be best investigated by assuming all the destination countries to be having
similar characteristics that is time and destination specific effects are equal to zero(restricted) by pooling
the data.Table 5.1 displays the regression results for the standard gravity model estimated by the Pooled
OLS.The variables are positive and significant however Distance is insignificant and inconsistent with

the gravity intuition. The statistics reported are based on the Pooled OLS.

Table 5.1 Basic Gravity Model OLS Estimation Results

Gravity variables Coefficients Probability values
Distance 0.2225 0.121

POPI 1.1299 0.001

POPj 0.8982 0.000

No. Of observations 80

R? 0.8430

Prob>Chi? 0.0000

It can be seen from table 5.1 that the model fits the data very well since the R? is 0.8430 meaning the
dependent variable is explained by 84.3% of the explanatory variables at the same time the
Probabilityvalue of the model is highly significant at all levels of significance. It can be observed that a
1% rise in population size of origin and destination leads to 1.1299% and 0.8982% rise in emigrants
from source country respectively which is in line with the basic gravity intuition.Also, a 1% rise in
distance increases emigration by 0.2225% thus defying the gravity intuition nevertheless it’sstatically

insignificant.

The inconsistentpositive correlation between distance and emigration can be attributed to the perceived
existence of information to the emigrants, in other words emigrants have better information on the
existence of available opportunities in close destination so they anticipate to explore much better
opportunities in further destination since it can be generalized that most of the emigrants from Kenya are
mostly youthful who have greater aspiration.De Haas (2010) hypothesizes that life aspiration and
awareness of existing opportunities in some other destination increases with improved accessibility to

information and rising levels of education regardless of the cost of migrating.
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4.5.2 The Augmented Migration Gravity Model
This is the basis of our empiricalanalysis. The main aim of the study is focused at analyzing

macroeconomic variables some being bilateral and others unilateral. The extended gravity
modelincluded bilateralRemittances (REM:;j), Inflation Rate for origin (IRi) and destination (IR;),

Bilateral Exchange rate (ExR;j), GDP per capita for origin i and destination j respectively,

Ln Mijt=Bo+ BroMij-1+p1INREMij+p2InIR;j +3 INEXRij +BsInGDPPCi +B5INnGDPj+p6InIRi+p7In
DISTij+BsINPOPi+BoINPOP+4j +yi+it

Where)yiand Wit are destination countries’ effect, time specific effects and disturbance term

respectively. The basic models the gravity equation encompass are:

I.  When Aj=yi=p10=0for all i, j and t then the basic augmented gravity equation will be estimated. by
OoLS
ii.  When Bio=Aj=0for all j then we have a standard panel gravity model
iii.  When B10=0 yields models similar to those of Matyas(1997) ,the main difference being the
model of the current study is dyadic-indexed gravity modelsince the focus is on a single source
while the latter is triple-indexed. This is a typical Least Square Dummy Variable Model.

4.5.2.1 Regression Results for the Augmented Gravity Model
The destination countries of consideration are members of OECD, in determining the economic factors

influencing migration to such an integration unlike to individual member country the data was pooled
then estimated by using Static approaches of FE mainlysimple OLS techniques for Model (i) and Least
Square Dummy Variable techniques for model (ii) to come up with a common generalization of the pull
and push factors from Kenya to OECD bloc and individual destinations attractive propensity

respectively.

For the rest country pair migration specificLSDV equation regressions were estimated since the study
only explored variation over time within country pairs.Dummy variables to capture the time and
destinations effects are incorporated by the LSDVmodel. When using the LSDV the dummy variables
for the destinations are lessed by one so as to avoid the dummy variable trap which unless controlled for

leads to perfect collinearity. Table 5.3 shows a summary ofthe regression results using simpleOLS.

While table 5.4 shows the LSDV results for macroeconomic determinantsof emigration from Kenya.

The time dummy is included due to the fact that the explanatory variables are time variant except
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distance therefore if one uses time invariant controls it won’t be properly catered for and it may be

assumed cross sectional unlike panel data is analyzed.

Table 5.2Simple OLS Results for Macroeconomic determinants of Emigration from Kenya to

OECD Bloc

Variable Coefficient t-statistic Prob>|t|
In REM | -0.0662 -0.68 0.497

In Inflation | -0.0089 -0.21 0.835
In ExR; -0.8926*** -3.70 0.000

In GDPPC | -0.0178 -0.65 0.520

In POP, 0.9037*** 7.85 0.000
In POP, 0.0359 0.06 0.952
InGDPPCi 0.0296 1.43 0.156
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In Inflation 0.0080 1.01 0.316
Distan ce;; 0.9372" 3.91 0.000
Constant -20.8047** -2.28 0.025
—2

R 0.8610

Prob>F 0.0000

No. of Observations 80

RSS 8.0004

Note: *, ** *** gre 10%,5% and 1% levels of significance respectively.

Table 5.3:LSDV Results for Macroeconomic Determinants of Emigration from Kenya

Variable Parameter Estimate t-statistic Prob>t|
In REM i 0.0564 0.55 0.582
In Inflation .
1-0.02292-0.350.727

In EXR;; -0.7595"1.830.073

In GDPPC j 0.0207 ™2.62 0.0142

In POP. x

13,7718 2.50 0.015

29




In POP, Omitted
InGDPPCi

In Inflation

0.6849 ™

0.0336"

Dis tan ce;; Omitted

Constant

AjUK?

Aj Canada 6.5283 **
Aj Australia7.429 *
AjGermany
yt2001?

yt2002

yt2003
yt20040.3116*
yt2005

yt2006

yt2007

yt2008

yt2011
yt20120.1945

y12013

-63.7638

5.2552**2.24

3.5264 *
0.0447
0.5626 *

0.5267 **

0.2123
0.2650
-0.1423
0.4742 **
0.4436
1.06

0.2169

1.99

omitted omitted
2.28 0.027
1.89 0.064
omitted omitted
-2.23 0.030
0.029
2.01 0.049
191 0.061
1.82 0.074
0.21 0.832
1.91 0.062
2.01 0.049
0.051
1.37 0.175
1.67 0.101
-0.24 0.812
2.02 0.048
1.9 0.063
0.292
1.17 0.246
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yt2014 0.3495 1.65 0.104

yt2015 0.2444 1.02 0.314
No. of observations =80 J'=4(=j-1)
Prob>F =0.000T=16
RSS =4.211
—2
= 0.9068

Note:*,** show significance at 10% and 5% levels of significance respectively
tomitted Migration to USA

2omitted year 2000

“Time effects not shown were omitted due to collinearity

“Distance is omitted since its time invariant and collinear

“POPi Omitted due to collinearity

Choice between LSDV and OLS

A test for joint significance of destination and time effects is often carried out to be able to establish the
model from which valid inferences can be made. The null hypothesis of this test is carried out and the

quantity

(RSS, —RSSUR%
(j+t-2
~ RSS,,
(Jt-J-t-k+2)

Has an F-distribution with the deflator in the numerator and denominator giving the degrees of freedom,

F

K is the number of explanatory variables including the constant and excluding the dummies while Rss,

and RSSUR are the residual sum of squares of the restricted and the unrestricted models respectively.
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The calculated test statistic based on the OLS residual for the data is 42.64 % which is greater than 5%
clearly rejecting the null hypothesis that Ho:Aj=yt=0 .This outcome is often expected based on the fact
ofthe effectsbeing significant.With such an outcome, making inferences with the restrictedmodel (OLS)
will lead to invalid results with the estimations having omitted variable biasness hence incorrect

inferences.

F(1,55)=0.64
Prob>F=0.4264

Discussion of the Results

The explanations are based on the LSDV model of the FE as chosen by the joint significance test, unless
otherwise in the omitted variable case the sign of the coefficient for OLS will be explained. Its worthy
noting though that, to resolve the problem of omitted variable two remedies are suggested namely:
including an extra variable correlated with the omitted variable and incorporating a time dimension by
shifting from cross country analysis to panel, all this approaches weren’t able to resolve the problem for

the omitted variable in the study.
a) Explanatory variables Effects

The gravity variable that affects emigration in the LSDV model is the destination population size which
is positive and significant at 5% andit’s consistent with the gravity migration model intuition. A
percentage increase in the sizeof the destination population results to 3.7718% increase in emigration

from Kenya other factors held constant. This finding is similar to that of Lewer and Berg(2008),who
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argued that if the destination country population which is a measure of the size of the labor market is
large, consequently does attract the immigrant’s labor market because of the conviction of better
distribution of opportunities .This can be emphasized by the fact that the select countries are members
of the Organization for Economic Corporation and Development(OECD) which attracts skilled labor

from Kenya.

Inflation for both the destination and source have the expected signs however the destination Inflation
rate is statistically insignificant. Thestudy further found out that, a percentage increase in the origin
inflation rate leads to 0.0336% rise in emigration from Kenya. High inflation contributes much in in
consumption spending hence low saving at the same time low investments. It has been claimed that the
remittances from abroad are the savings made due to low commaodity prices. Contrary to the aggregate
supply models which argue that rising inflation creates more employment opportunities thus more labor
is demanded, by considering a perfect information model from the perspective of the employee, where
one is aware of the price level changes and is able to evaluate the real and nominal value of the wage
then one is most likely to migrate to where the cost of living is low. By comparison its noticeable the
magnitude of inflation as a push factor for the emigrants from the destination is smaller than from the
origin which can be due to the possibility of a potential emigrant being aware of other ways to cope with
life in the destination than in the origin country.

The expected pull relationship between destinations GDPPC was established whereby, a percentage rise
in GDPPCj results to 0.0207% increase in emigration from Kenya. This finding is similar to the study by
Jennisen (2003).Improved GDPPC depicts existence of better lifestyle hence a crucial pull factor.
However a contrary finding is noticed for the case where improved GDPPCi results to increased
emigration precisely, a percentage improvement in GDPPC for an individual of country i leads to
0.6849% rise in emigration from Kenya. This finding is similar to that made by the study by Karemera
et al(2000) who found out that origin country income had negative relation with migration to USA but
not migration to Canada. This contrary finding can be associated by the weaknesses of using GDP as a
measure of economic growth in developing countries namely; continued revisions in GDP, omission of
some economic activities from GDP computation and existence of underground economic activities
hence at times failing to be realistic. The perceived high GDPPC with relatively large inequality do
prompt emigration. Intention to fulfil aspirations is incumbent ofcapability, with improved awareness

and access of information and advanced education regardless of the prevailing sound economic
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conditions in the origin, there is often aspiration increasing effect hence increased aggregate migration

propensity.

The study found out that the bilateral exchange rate has a negative significant effect to emigration from
kenya.1% depreciation(rise) in bilateral exchange rate results to a decline in emigration by 0.7595%.A
fall(rise) in the exchange rate indicate appreciation(depreciation) of the origin country currency relative
to that of others.When there is depreciation of source country’s currency the emigrant’s monetary outlay
rises because of increased contract fee for jobs, transportation costs increases and agency fees too. Due
to such high investments a rising exchange rate of currency will negatively impact the propensity to
emigrate and the reverse is true. On the other hand depreciation can contribute greatly to generation of
high income streams from remittances that will be much valuable consequently lower the intention to
emigrate. This finding is similar to the study finding byUllah (2013) in delving the economic
determinants of emigration from Bangladesh to twenty three OECD countries.

The positive relationship between emigration and remittances with an appreciation of exchange rate
shows the relative value of the remittances in comparison to the high transport and agency costs which
become cheap. The remittances are used to pay for such cost.

The constant is in line with the expectation of the study such that it shows if all the economic factors are
held constant emigration will decline by 63.7638%, therefore economic factors play a great role in

determining emigration.

If erroneous inference could be made based on the restricted model (OLS) the study could have under
exaggerated the influence of GDPPCj by showing that it has negative influence to emigration which is
not the case. At the same time when all the other factors are held constant the decline in emigration will
be under estimated.The OLS however shows that distance and POPi have positive relationship to

emigration. The finding on distance defies the gravity intuition but for POPI it’s consistent.
b) Destination Country Effects

The study reveals that all the destinations of consideration have significant pull and push effects. In
terms of ranking from the country with the most pull effects to the least the following will be the
order;Australia with 7.429% increase in emigrants from Kenya,followed by Canada at 6.5283%,then
UK at 5.2552% and Germany at 3.5264%(the percentages measure an excess over the emigrant rise to
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USA since it’s the base destination).The coefficients show positive relationship with emigration from

Kenya.
c) Time Effects

Emigration flow seems to generally have followed a positive trend except for the year 2007 where there
was negative emigration flow this is as a result of imposition of stringent emigration policies during this
period by the respective countries. However it can be noticed the trend was fairly constant from 2004-

2006, but in general the trend is not fairly consistent due to subsequent fall and rise in quick succession.

CHAPTER FIVE

SUMMARY,CONCLUSION AND POLICY IMPLICATIONS

5.1 Introduction
This Chapter presents a general overview of the study and a summary of the findings, concludes, gives

policy implications, identifies the key limitations and suggests areas of further research.

5.2 Summary
The intended aim of the study was to determine the key macroeconomic factors that influence

emigration from Kenya, the key motivation being the scenario whereby skilled Kenyans migrate and
often never return at the same time brain waste and discrimination on the Kenyans abroad have been

reported of recent.

The study analyzed a number of macroeconomic factors for both the origin and destination countries.
The countries of consideration were mainly OECD member countries which were noted to be the largest
recipient of Kenyan seeking permanent residence annually as identified by UNDESA(2013), besides
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cases of brain waste being highly reported in this countries. The countries were: USA, UK, Canada,

Australia and Germany.

The study used a gravity model of migration to analyze the economic determinants of emigration from
the perspective of one source country byFixed effect specification model analysis for the period 2000-
2015.This model has been proven to be expost robust methodology in assessing migration
determinants. This period was crucial not only because documented data was available from then but

also cases of no return migration began to be conspicuously notable.

In considering all the countries as a single destination(OECD block) to analyze the determinants of
emigration,the simple OLS revealed that bilateral exchange rate was the main economic factor that
influenced emigration from Kenya to OECD block besides the standard gravity variables of population
of the destination which was positive, significant and consistent with the gravity intuition and distance.
Nevertheless, all the other variables had the expected signs except origin GDPPC, destinationGDPPC

and distance.

The study did analysis based on the LSDV. The key pull factors to the OECD block were: low inflation,
depreciation of destination country exchange rate relative toorigin and rise in GDPPCj. On the contrary,
the push factors to the OECD blocwere; highinflation, high remittances inflow with exchange rate

appreciation and low GDPPCi (from the view point of the destination country)

5.3 Conclusion
By considering LSDV model unlike consideringOLS the study was able to establish more than one

origin push and destination countries’ pull macroeconomic factors.Based on the restricted model it’s
evident that when we regard the destinations to be one single region, macroeconomic factors except
bilateral exchange rate play an insignificant role in influencing emigration phenomenon.Despite other
findingsdefying the established theories on migration such as in a case where higher per capita GDP of
origin lead to rise in emigration,it can be insinuated that aspiration, awareness and accessibility of
information play a great role in propagating such deviation as well a combination of other factors not
controlled for do play a part.Subsquently its noticeable regardless of sound economic conditions there

will always exist potential emigrants.
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5.4 Policy Implications
This study suggests multifaceted policy recommendations aimed at attaining four major targets based on

the empirical findingsnamely; inducing the Kenyans abroad to return home(return migration), reduce
emigration rates,facilitating the provision of incentives for the Kenyan in the diaspora to utilize the
financial and human capital gathered in the diaspora in Kenya and finally ensuring the
sovergnity,respect and stopping discrimination of the Kenyans in the diaspora from the natives.

In order to reduce cases of harassment and discrimination for the potential emigrants there is need for
the Kenyan government to sign a memorandum of understanding with the host country’s government
aimed at protecting the labor rights of the Kenyan emigrant workers.In addition the Kenyan government
should provide legal support intended to protect the Kenyan emigrants against harassment by
recruitment agencies both at the host and origin countries. The government should also come up with
proper strategic designs on how to export its skilled technical labor besides providing supportive and

active intervention on recruiting agencies by tackling illegal migration avenues.

The government should enhance bilateral relations with host countries and agree with host countries to
relaxthe stringent return migration policies for her citizens.Such rigid policies require that an immigrant
should stay in the destination for at least five years to be able to return with ease to the origin, by this

condition most emigrants end up seeking permanent residence in the host countries.

The Kenyan government should employ macroeconomic structural reforms through the use of fiscal and
monetary instruments with the objective of influencing aggregate demand while keeping in check its
demographic growth through civic education and family planning undertakings. As a result this will
increase the annual rate of GDP by surpassing the population growth, consequently the standards of
living improve and emigration reduces. Relevant agencies should also strive to gather accurate GDP

statistics.

The CBK through the utilization of the monetary policy instrument should ensure optimization of the
exchange rate so as to attract foreign investment.A stable Kenyan shilling will attract investor
confidence with large inflow of FDI with the outcome that the economy expands providing employment
to the Kenyan citizens thus reducing emigration.This move can also attract high foreign skilled workers

who will enhance economic growth.
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The empirical finding did confirm that cost of living is a crucial push and pull factor.The government
should purpose to balance aggregate supply and demand levels in the economy with the intention of
controlling the annual rate of inflation.This action is likely to reduce the home country price indices and
consequently stabilize the living cost hence reduce emigration of Kenyans.

To be able to reduce the unemployment rate the government should flex its regulatory framework on
the product market and encourage policies that influence competitive interaction between labor and
product markets at the same time strive to improve GDP rate of growth consequently reducing

emigration.

Finally, brain drain has played a significant role in improving Kenya’s GDPPC through the remittances,
in order to encourage remittances to improve economic growth so as to reduce emigration the relevant
authorities should reduce the cost of sending the remittances from abroad as well diversify the channels

through which the remittances can be sent through.

5.5 Limitation of the Study
The study found majority of the macroeconomic variables to be statistically insignificant. Secondly,

bilateral remittance data was missing from 2000-2009, the study assumes individuals make decision to
migrate based on the remittance outflow from destination regardless of the recipient country and for
consistence the study used data for remittances outflow from the respective countries.The study finding

on effect of remittances on emigration may be faulty unlike if we used bilateral data.

5.6 Areas for Further Research
Migration is a very complex phenomenon,the study mainly focused on the macroeconomic determinants

of emigration the study do therefore recommend that further research should be done by incorporating
other factors such as social and political inorder to establish their influence on migration

decision.Further research should also be done on the economic benefits of emigration.
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1-Migration to USA 3- Migration to Canada 5- To Germany
2- Migration to UK 4- Migration to Australia

Table A4.2 Descriptive Statistics for migration to the UK

Variable Obs Mean Std.Dev. Min Max
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LN 16 7.379 0.295 6.768 7.775

EMIGRAN~]

LN REMij 16 22.80 0.939 21.44 25.34
INFLATIONj 16  2.071 1.127 0.0500  4.480
LN ExRij 16  -4.880 0.0920 -4.962 -4.711
GDPPCj 16 1.259 1.960 -4910  3.430
LN DISTij 16 8.829 0 8.829 8.829
LN POPj 16 1794 0.0333 17.89 17.99
LN POPi 16 17.45 0.125 17.25 17.65
GDPPCi 16 1.732 2.337 -2.370  5.560
INFLATIONi 16  9.444 5.820 2 26.20
EMi 16 9.419 0.223 9.100 9.800

Table A4.3Descriptive statistics for migration to Canada

Variable Obs Mean Std.Dev. Min Max
LN 16 6.794 0.375 6.299 7.523
EMIGRAN-~]

LN REMij 16  22.13 0.628 21.32 23.88
INFLATION]j 16 1.958 0.708 0.300 2.910
LN EXRij 16 -4.196 0.188 -4510 -3.912
GDPPCj 16  1.143 1.660 -3.820 4.200
LN DISTij 16  9.409 0 9.409 9.409
LN POPj 16 17.32 0.0489 17.24 17.39
LN POPi 16 17.45 0.125 17.25 17.65
GDPPCi 16 1.732 2.337 -2.370 5.560
INFLATIONI 16  9.444 5.820 2 26.20
EMi 16  9.419 0.223 9.100 9.800

Table A4.4 Descriptive Statistics for Migration to Australia

Variable Obs Mean Std.Dev. Min Max
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LN 16 6.049 0.364 5.124 6.351

EMIGRAN~]

LN REMij 16 21.88 0.815 20.77 23.53
INFLATIONj 16  2.877 0.925 1.510 4.480
LN ExRij 16 -4.113 0.257 -4510 -3.689
GDPPCj 16  1.505 0.967 -0.260  3.110
LN DISTij 16 9.406 0 9.406 9.406
LN POPj 16  16.87 0.0700 16.77 16.98
LN POPi 16 17.45 0.125 17.25 17.65
GDPPCi 16 1.732 2.337 -2.370  5.560
INFLATIONi 16  9.444 5.820 2 26.20
EMi 16 9.419 0.223 9.100 9.800

Table A4.5 Descriptive Statistics for Migration to Germany

Variable Obs Mean Std.Dev. Min Max
LN 16  7.009 0.153 6.775 7.315
EMIGRAN-~]

LN REMij 16  23.37 0.266 22.92 23.85
INFLATION]j 16  1.486 0.660 0.230 2.630
LN EXRij 16 -4.564 0.170 -4.828  -4.269
GDPPCj 16  1.247 2.490 -5.380 4.240
LN DISTij 16 8.781 0 8.781 8.781
LN POP;j 16  18.22 0.00734 18.20 18.23
LN POPi 16 17.45 0.125 17.25 17.65
GDPPCi 16  1.732 2.337 -2.370 5.560
INFLATIONI 16 9.444 5.820 2 26.20
EMi 16  9.419 0.223 9.100 9.800

Table A4.1 Descriptive statistics for Migration to USA
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Variable Obs Mean  Std.Dev. Min Max
LN 16 8.599 0.448 7.695 9.198
EMIGRAN~]
LN REMij 16 24.59 0.156 24.26 24.77
INFLATIONj 16  2.235 1.182 -0.360  3.830
LN ExRij 16  -4.366 0.0892 -4510  -4.200
GDPPCj 16  1.084 1.622 -3.620  2.940
LN DISTij 16 9.380 0 9.380 9.380
LN POP;j 16 19.53 0.0416 19.46 19.59
LN POPi 16 17.45 0.125 17.25 17.65
GDPPCi 16 1732 2.337 -2.370  5.560
INFLATIONi 16  9.444 5.820 2 26.20
EMi 16 9.419 0.223 9.100 9.800
Table A4.3.2 Correlation Matrix for Migration to USA
M  REMj; Inflationj ExRij GDPPCj POPj POPi  GDPPCi Inflation~i EMi
Mij 1
REMij 0.346 1
INFLATIONj -0.231  -0.308 1
EXRIj -0.0314  -0.266 0.415 1
GDPPC;j -0.372  -0.254 0.363  -0.171 1
POPj 0.416  0.315 -0.484  -0.482 -0.156 1
POPi 0.485  0.302 -0.493  -0.411 -0.13  0.499 1
GDPPCi 0.400  0.477 -0.0855  -0.169 0.321 0.479 0473 1
INFLATIONi 0.432  0.282 -0.303 0.31 -0.44 0182 0158  0.0446 1
Emi -0.69 0.9 0.418 0.575 0.105 -0.985 -0.984  -0.529 -0.13 1
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Table A4.3.3 Correlation Matrix for Migration to UK

Mij REMij Inflationj  ExRij = GDPPCj POPj POPi  GDPPCi INFLAT~i EMi
Mij 1
REMij 0.447 1
INFLATION; 0.36 0.449 1
ExRij -0.469  -0.473 -0.204 1
GDPPCj -0.381  -0.358 -0.384 0.0013 1
POPj 0.352 0.324 0.275 -0.443 -0.317 1
POPi 0.408 0.437 0.295 -0.476 -0.33 0.397 1
GDPPCi 0.453 0.401 0.239 -0.438 0.16 0.449 0.473 1
INFLATIONi  0.338 0.393 0.148 -0.0525 -0.443 0.145 0.158 0.0446 1
Emi -0.432  -0.752 -0.381 0.710 0.292 -0.978 -0.984  -0.529 -0.130 1
Table A4.3.4 Correlation Matrix of Migration to Canada
Mij REMij Inflationj ExRij GDPPCj POPj POPi  GDPPCi Inflationi  EMi
Mij 1
REMij 0.358 1
INFLATIONj -0.197 -0.424 1
ExRij -0.239 -0.428 0.393 1
GDPPCj 0.106  -0.353 0.375 0.168 1
POPj 0.421 0.378 -0.466 -0.411 -0.341 1
POPi 0.398 0.482 -0.466 -0.413 -0.349 0.346 1
GDPPCi 0.139 0.393 -0.191 -0.338 0.119 0.468 0473 1
INFLATIONi -0.424 0.136 -0.461 -0.139 -0.496 0.146  0.158 0.0446 1
Emi -0.368 -0.866 0.514 0.937 0.319 -0.982 -0.984 -0.529 -0.13 1
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Table A4.3.5 Correlation of variables for Migration to Australia

Mij REMij Inflationj ExRij GDPPCj POPj POPi  GDPPCi Inflationi EMI

Mij 1

REMIj 0425 1

INFLATIONj -0.382 -0.408 1

EXRIj 0442 0381  0.424 1

GDPPCj 014 -0405 0118  0.34 1

POPj 0437 0470  -0396 -0492 -0.312 1

POPi 0464 0471  -0303 -0495 -049 0498 1

GDPPCi 047 0446 0422 -043 0214 0456 0.473 1
INFLATIONi 0202 00751 -0.338 -0.106 -0.205 0.136 0.158 0.0446 1
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Emi -0.773  -0.961 0.583 0.917 0.47 -0.978 -0.984 -0.529 -0.13 1

Mij REMij Inflationj ExRij GDPPCj POPj POPi GDPPCi Inflationi EMiI

Mij 1
REMIij 0106 1

INFLATIONj -0.177 -0.314 1

EXRIj -0.214 0485  0.166 1

GDPPCj ooogs 0105 0479 00947 1

POPj oooss 0398 0164 0492 -0.16 1

POPi 0143 0368 -0272 0493 -00178 .., 1
GDPPCi 0227 0436 00938 -0437 0402 ;o 0473 1

Table A4.3.6 Correlation Of variables for Migration to Germany
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INFLATIONi

Emi

0.457
-0.107

0.117
-0.949

-0.144
0.174

-0.268
0.892

-0.402
-0.001

0.158
0.675

0.158
-0.984

0.0446
-0.529

1
-0.13

1
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