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Chapter I

I NTRODUCTI ON

pakistan, a developing country in the South West Asian

region, emerged as an independent state after the partition

of British India in 1947. After thirty seven years of turbu-

lent existence, Pakistan is no longer among the poorest

countries of the world. The average Pakistani family enjoys

of the world lives in countries with a lower per capita in-

come than Pakistan t Pak i sl1an Economic .S-!¡.ry., 1982-83: xxv I .

However, wê may not accept this comparison as being the

heart of development, vtithout taking into account some re-

Iated facts regarding Pakistan's economy which ilIust'rate

conditions of underdevelopment which stilI exist and are

dominant in various sectors. We wiIl discuss some basic

facts regarding Pakistan, in order to have a more clear pic-

ture of the country, before introducing the significance and

the scope of the studY.

1
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1.1 SOME RELEV ANT SOCTAL ÀND ECONOMIC INDICATORS

In 1982-83, the population of Pakistan stood at 88 mil-

lion, of which 72 percent were in the rural areas. The urban

population at that time comprised of 28 percent of the total

population. Regional distribution of urban population showed

that 43 percent of the populat,ion of Sind was in urban are-

êsr whereas in Punjab it vras 28 percent. In Baluchistan and

North Western Frontier Province (UWfp), 16 and 15 percent of

the population Iived in the urban areas respectively. It vras

estimated that there were some 26 million persons in the Ia-

bour force:. 25 million were employed, giving an unemployment

rate of 3 percent. By f.ar, the largest group vras employed in

agriculture--14 million or 56 percent of the total employed

Iabour force, of which 84 percent were either iltiterate or

with less than primary education. Of those employed outside

agriculture, 59 percent had less than primary education,

while only 2 míIIion (18 percent) were matriculate or degree

holders.

A lack of knowledge of nutrition, health and hygienic de-

ficiencies in the health environment¡ i.ê.¡ water supply and

sewerage facilities and related poverty' are the major prob-

lems faced by the majority of the populatíon in the country.

According to the 1982-83 figures, potable water is available

to 38 percent of the entire population, 77 percent of the

urban areas and only 22 percent of the rural areas.
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In 1980, according to the housing census, there were 6.7

persons per housing unit in the country with 81 percent of

t,he houses having only one or two rooms. Seventy-tvro percent

of the houses accommodaÈed 5 or more persons. Not many of

these houses had access to safe water and electricity.

t Pakistan Economic Survev , 1982-83:xxi-xxvl . with this

background of existing conditions in Pakistanr wê may now

highlight the significance of this study.

1.? OVERSEAS MIGRATION FROM PAKISTAN

The large scale migration of Pakistani workers to oil ex-

porting countries of the Midd1e East, Persian/arabian GuIf

and North Àfrica constitutes one of the most significant

evenLs in the economic history of Pakistan. UnIike those

who migrated in large numbers from Europe to the United

States of America in the 19th century on a permanent basis,

those who went to settle permanently in Àustralia, and the

pattern of systematic labour imports in evidence for nearly

a century (especialIy in South Africa, Ghana and Ivory

Coast), the current international migration from Pakistan is

more organized, and predominantly temporary in character

[Rahman,1981¡1],

In the early 1950's and up to 1965, Pakistanis used to

migrate to the U.K. for employment under a Commonwealth Em-

ployment 'Vouchers Scheme IpaXisLan Manpower Institute,



-1 981 : 1461 " Thi s was

force at that time.

gration policies of

partially stoPPed.

the main market f or t'he

However, owing to the

the British government'

4

Pakistani labour

restricted immi-

this emigration

Wit,h the advent of the 1960's, however, a ma jor change

was witnessed in the manpower demand in the developing coun-

tries of the Middle East, Persian/arabian GuIf and North Àf-

rica. The est,ablishment of the OPEC laid a firm basis for

assured annual oil revenues for theSe countries, with a con-

sistent rise in oil prices, resulting in higher oi1 export

income. Although these countries had the capital, they faced

a chronic shortage of trained and untrained manpovrer. Since

their economic development plans aimed at speedy progress in

all fields of nationaf activity, a demand for all types of

trained, qualified and even unskilled manpov¡er was generat-

ed. Faced with a shortage of manpovrer, these countries had

to meet Èhe gaps by bringing in expatriate workers. This

created an altogether new field of employment for Pakistani

workers in highly qualified, skilled and unskilled catego-

ries. pakistan, with surplus labour, was able to supply the

requÍred manpovrer, initially without experiencing any short-

age vrithin the country. The migration of Pakistani workers

Èowards the Midd1e East* increased rapidly with the passage

of t ime.

* This also refers to Persian/erabian GuIf and North Africa'



150,000 Pakistani workers have been going

Izar, 1981:ii] and approximately 2 million

now working in the above-mentioned countries.

ruary 1 0, 1 983 l

5

abroad annually

Pakistanis are

Il¿usr.ru, Feb-

This wave of migration to the oil exporting countries has

been accompanied by a stream of home remittances--the most

tangible benefit of overseas migration of Pakistani workers'

Hence, the exodus to the oil exporting rich countries has

served not only as a source for relieving domestic vent for

surplus, but has also furnished the economy with valuable

foreign exchange resource.

The nature of remittances is quite different, as they

generate income $rithout a corresponding production of out-

put; in aI1 other economic activities, the economic activity

generates both output and income. Another distinct feature

of home remittances is that they cannot be treated as merely

an inflow of resources from abroad as is done in the case of

foreign aid. We can use foreign exchange available from rem-

ittances according to our ohtn economic interests without any

eonstraints, while in the case of foreign aid there are usu-

ally constraints on the use of foreign exchange. Another

feature of this inflow of home remittances is that these

earnings come from various countries in the form of hard

currencies Ioawn, January g, 1981]. This unique dimension of

home remittances makes it a subject worthy of study and

analys i s .
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Family members who receive remittances from migrants, use

the money for consumption, for savings and for investment'

Remittances, which have grown substantially during the past

decade, offer opportunities to the economy to enhance the

foreign exchange resources and conseguently, to add to

aggregate savings and investment.

1 EXTENT OF HOME REMITTANCES AND CONTRIBUTION TO THE

ECONOMV
.3

Home remittances have recorded a phenomenal growth since

of the Midd1e East vras touched of f by the increase in oi1

prices and resuLted in unprecedented job opportunities in

these countries. In 1972-73, of the total annual remittances

of 136 million U.S. dollars' more than sixty percent came

from the U.K. and only twenty percent came from the Midd1e

East. In 1982-83, the Middle Eastern region contributed

more than 2.4 billion dollars to the toLal remittances of

around 2.9 billion dollars. The U.K. share has shrunk to

about f ive percent [uusr,ru, March 31 , 1983 ] .

It is interesting to observe that' a) these remittances

represent the amount sent through regular and legaI channels

and do not cover the amount sent through illegal means; b)

these remittances do not cover the amount brought by emig-

rants during their personal visits; c) the amount does not

include the value of merchandise brought or sent by the em-

igrants.
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At

f Iow

present, to a large extent Pakistan relies on the in-

of home remittances (see Table 1.1).



Table 1 .1

Financial
Year

Remit- Àmount
tances

nemit- Amount
tances
as 9" of
Exports

Home Remittances and the Domestic Economy
(miIlion dotlar )

Export Import

I

GNP

Remit- Amount, Remit-
tances tances
as 9o of as 9o of
Imports G.N.P

1972-7 3 1 36 817 16.6 797 17.1 6090 2.2

1973-74 139 1026 13.6 1361 10.2 8041 1 .7

1974-75 216 '1039 20.8 2114 10.2 1046s 2.1

1975-7 6 339 1137 29.8 2067 16 .4 12442 2 .7

1976-77 578 1141 50.7 2324 24.9 14117 4.1

1977-78 1 1 s6 1311 88.2 281 0 41 .1 1697 0 6.8

1978-7 9 1 s00 1710 87.7 3675 40.8 191s8 7 .8

1979-80 1725 2365 72.9 4205 41.0 22762 7.6

1 980-81 2128 2654 80.2 5408 39.3 27520 7 .7

1981-82 2224 2s06 88.7 5676 39.2 3Q293 7 "3

Source i )
rr)

Rahman, 1981 : 96
Pakistan Economic SurveY, 1982-83
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A comparison of magnitude and an upward trend of inflow

of remittances with export earnings during this period indi-

cates the extent to which the flow of remitt,ances helped in

removing the constraint of foreign exchange. Remittances are

playing a cruciaL role in bridging the gap between the im-

port payments and export earnings of the traditional ex-

ports.

Remittances are also helping to pay the country's import

biIIs. In 1g72-73, remittances were 17 percent of the total

value of imports, whereas in 1981-82, 39 percent of the im-

ports were financed through home remittances. These remit*

tances have gone a long way in bridging the gap between Lhe

growing demand for imports, rising prices in the world mar-

ket, and the foreign exchange requirememts. From 1975-76 to

-l 980-81 , gross. imports of oiI products increased fourfold

from $359 million to $1.5 bitlion. Roughty 30 percent of

the increase in the total gross import' bill was due to oil

price increases. Remittances, therefore' provided substan-

tial relief in the face of these sharp cost increases

ITsakok , 1982¡319].

As shown in . Tab1e 1 .1 , the remittances are the growing

component of t,he gross national product" The growth in the

inflow of remittances is higher than that of Lhe growth rate

ot the gross nationaL product. The contribution of remit-

tances, which was 2.2 percent in 1972-73, increased to the

significant level of 7 percent in 1981-82'
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Àvoiding any controversy about the possible harmful im-

pact of home remittances, there is no doubt regarding the

fact that t,he inflow o'f remittances is the most significant

and simple method of achieving foreign exchange for a labour

exporting economy" Generally, to increase the foreign ex-

change earnings I a country has to export more commodities

and services. UnIesS excess capacity in the export sector

exists, this requires an increaSe in investment. Remittances

may free a country from a shortage of foreign exchange'

which may be hampering an expansion of capacity in the ex-

port sector essential.to providing the foreign exchan ge ba-

sis for long run development. The lack of foreign exchange

is one of the major constraint in the economic development

of developing countries. In fact, most of the developing

countries which do not possess industries specialízed in the

production of capital goods, must make use of imports in or-

der to develop their productive capacity. This is only pos-

sible if foreign exchange earnings can meet the demand for

the import of capital goods. The inflow of remittances may

free a country from a shortage of foreign exchange in this

regard. we must recognize the fact that aII developing

countries today, including Pakistan, need to import a number

of goods and services from the rest of the world to fulfill

future developrnent requirements. The acquisition of these

goods and services require foreign exchange. A developing

country like Pakistan is particularly in need of foreign ex-
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change for various purposes a) to finance its imports of de-

velopment goods such as machinery, equipment, ral material-

and spare parts; b) to pay for the various invisibles such

as diplomatic services in foreign countries, cost of train-

ing and education abroad,' shipping and foreign transport

services and other international obligationsi c) to pay for

the imporbed consumer goods, Pêrticularly arising out of do-

mestic demand; and d) to service foreign loans obtained in

the past for develoPment needs.

Pakistan has been fulfiling its foreign exchange require-

ment mainly through export earnings and foreign aid. Vlhile

the volume of export earnings has failed to meet the import

requirement of the country and to finance future development

programs, Pakistan has been meeting its foreign exchange

needs through grants and loans. It started receiving foreign

economic assistance in 1950, and by the end of 1979, it had

contracted a foreign debt of $16.2 billion Ipakistan Manpow-

er Institue, 1981:1111. In spite of this huge debt, Paki-

stan's economy has failed to generate the conditions for

savingS, inveStment and surplus output for export purposes,

in order to overcome the growing constraint of foreign ex-

change. The extent to which foreign exchange shortage and

an adverse situation of balance of payment has existed in

Pakistanfs economic history is illustrated by the fact that

at the beginning of first five year plan, about 19 percent

of Pakistan's imports and 35 percent of its development ex-
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penditures were being financed by foreign aid. At the end of

the plan period, these proportions had risen to 31 percent

and 38 percent respectively. Halfway through the second

plan, these proportions had escalated to 56 percent and 42

percent respectively. In 1967-68, halfway through the third

plan, foreign aid was financing 50 percent of imports and 34

percent of development expenditure. At the end of the plan

in 1968-70, 30 percent of imports and the same percentage of

development expenditures were being financed by foreign aid

Inhatia, 1980 279). The major reason for the continued pres-

deficit. Ever since independence, the country has been ex-

periencing the balance of payments deficits, arising mainly

from a growing imbalance in its foreign trade. Exports by

and large, have not been growing at a rapid rate while im-

ports have been growing at a relatively much faster rate.

Table 4.1 (see Àppendix) illustrates the export perform-

ances of Pakistan since independence. The table shows that'

excluding the year of independence 1947, and except for the

years 1950-51 and 1972-73, Pakistan's balance of trade have

always been in deficit, the favourable balance of trade in

these years was owing to the Korean boom of 1 950-51 and the

devaluat.ion of the Pakistani rupee in 1972-73'

Considering the consistent constraint of foreign

and the adverse situation of the balance of trade'

exchange

the in-
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flow of home remittances from abroad is a positive event in

the economic history of Pakistan. The remittances from over-

seas Pakistanis have assumed added significance due to the

relatively poor performance of the export sector. This sig-

nificance is dramatically emphasized by the fact that, while

remittances comprised 40 percent of net aid flows in 1973-74

the proportion of remittances rose to 370 percent of such

f lows by 1992-83. The aid slurnped f rom $659 million in

1g76-77 ro $317 mitlion in 1981-82 IMUSLIM, December 30'

19831. From the above discussion' vte may perceive that the

country to overcome the constraint of foreign exchange to

SOme extent, and supported the country's adverSe balance of

payment position. Here we need to mention an important fea-

ture of the home remittances: that a bulk of the migrants

used the formal official banking channels to send their mon-

ey home, which has direct favourable implications for the

balance of payment position in the country.

1 "4 SCOPE AND SE OF THE STUDY

There is no doubt that remittances do help a country's

balance of payment position and serve to remove the con-

straint of foreign exchange to some extent' There is also no

disput,e about the individual benefits gained by the migrants

and their families through the remittances. However, there

is a grovring concern among the labour exporting countries
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about t.he developmental nature of the home remittances,

i"e., whether remittances can generate conditions for devel-

opment by stimulating the growth of the country's productive

capacity. The present st,udy wiIl focus on the development

pot,ential of home remittances and see to what extent this

potential has been realized in the case of Pakistan, and, if

not, then to probe for the root causes for this non-realiza-

tion of the development potential of home remittances.

It is possible for home remittances to create conditions

for development. If remittances are successfully channelled

into productive investment, and if the increased demand for

consumer goods is met through existing or new productive ca-

pacity, being financed with repatriated earnings having no

bottleneck and inflationary conseguences, then the overall-

impact of remittances on economic growth wiII be positive.

The additional investment wiIl increase output and employ-

ment if the additional demand for consumer goods by return-

ing emigrants and their families does not spilI over into

import,s. The growth in demand may lead to a better utilíza-

t.ion of idle capacity in certain industries and make it pos-

sible to achieve economies of scale in production.IEcevit

and Zacharich, 197836*371.

Similarly, the Productive use

cultural sector means investment

and ef f ic iency in that sector '

of remittances in the agri-

which increases production

and also helps in remorring
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the rural unemployment and related poverty. This suggests

t,hat home remittances have the potential to create new job

opportunites, to provide savings and foreign exchange for

industry and agriculture' and to generate a higher level of

output. This will lead in turn to increased export, and less

dependency on imports, with consequent positive externali-

ties for the non-migrant population of the country. All

these factors would contribute positively to the country'S

future development. This implies that home remittances gen-

erate the conditions for development, only if: a) inflow of

ment in the domestic economy; b) home remittances are chan-

neIIed into productive uses matching the country's objective

of development; c) remittances generate new employment op-

portunities; and d) remittances lead to growth in output'

However, âI1 these factors depend upon the use of home rem-

ittances in the domestic economy. The present paper focuses

on this leading issue:

ultimate imPact, on
porting countries
tries utilize the
1 980:38 I .

the economies of the labour ex-
depends on the vrqy t'hese coun-
rémittances. IChandarvarkar'

The present study wiII address the following issues: a)

what the migrants and migrants' households are doing with

the remittances; b) ttre reasons for their existing way of

spending remittances; c) v¡hat migrants and their households

could do with the remittancesi d) to what extent remittances
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used in Pakistan differ from other areas of outmigration of

the worId.

The use which is made of remittances in the domestic

economy and the factors which determine the remittance

Spending pattern are relatively unexplored. To determine the

factors which may influence the remittance spending patterrr,

the study will also take into account these issues: who the

migrants are, the reason they migrate, and their destina-

tion.

capital out of redundant labour. This may be Lhe real con-

tribution which they can make to the development of a labour

exporting country like Pakistan. The present study will ad-

dress those questions regarding remittances which may influ-

ence the remittance spending pattern in the economy: a) ttre

extent of remittances; b) the channels of remittances; and

c) the determinants of remittances.

The study witt be divided into five sections, including

the introductory section. Section two of the study will dis-

cuss the migration profile of the migrants. The section will

take into account the size, magnitude and trends in the

overseas migration, determinants of migration and the char-

acteristics of the migrants. The SkiIIwise and rural-urban

classification of t,he migrants may help us in explaining the

remittance spending pattern. The inflow of remittances from
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oil exporting rich countries is not be a permanent feature

âS, essenLially, migration to this region is temporary in

nature. The estimation of the stock of Pakistani workers

abroad and a future projection regarding migration from Pa-

kistan wiIl determine the flow of remittances. The findings

of this exercise may provide us with help in formulating

policies regarding remittances and their use.

Section three of the study will analyse the extent of

home remittances. Both the literature regarding remittances

generated from international migration and the Iiterature on

remittances generated from rural to urban migration will be

reviewedr âS in both cases, the characteristics of remit-

tances to a large extent are a1ike.

The broad category of home remittances includes cash as

well as merchandise remittances. However, this section will

focus mainly on cash remittances coming through }egal chan-

nels. During t,he process of analysis, past' present and fu-

ture trends in home remittances wiIl be analysed. The chan-

nels of remittances can play a signi f icant role in

determining the impact of remittances on the domestic econo-

fny" The different channels of remittances and their conse-

guences on the domestic economy wilI be discussed in the

same section. The exLent of inflow of home remittances

largety depends on the determinants of remittances. In the

given socio-economic conditions of the country, the determi-



nants of the remittances will be analysed.

of the determinants of remittances is very

these determinants may be influencing the

in the country.
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This discussion

important, as

spending pattern

The fourth section of the study wiIl analyse the existing

remittance spending pattern in Pakistan, âS the use of rem-

ittances det,ermines the conditions for development. This

section wilI also review the literature regarding the use of

remittances and see to what extent the remittance spending

pattern which exists in Pakistan differs from other remit-

tance receiving areas of the world. The analysis regarding

the use of remittances will teII us to what extent the de-

velopment potential of remiLtances has been realized in Pa-

kistan. The study wiII analyse the remittance spending pat-

tern with the help of available empirical evidence in this

regard, and if remittance has failed to create the condi-

tions of development, then the study will attempt to probe

for the root causes of this non-realization of the develop-

ment potential of remittances. If this is the case, then the

study wiIl formulate policies to achieve the development

goals following the remittance-Ied growth path. The last

section of the study will be of policy implications and con-

clusions "



Chapter I I

THE NATURE AND DETERMINANTS OF PAKISTAN'S
INTERNATIONAL MTGRÀTION FLOWS

Manpower from Pakistan has been migrating to various for-

eign countries to take up employment. In the early stages'

migration was mostly to the developed countries Iike the

U.S.A. , U"K and Canada. These were the main markets abroad

for PakiStan'S manpovrer at that time. The emigrants were

comprised mostly of highly educated and trained profession-

als, along with some skilled industrial workers. However,

with the advent of the -1970's the scope, nature and dimen-

sion of migration from Pakistan changed significantly.

Owing to the oil boom in the early 1970's, most of the

oil producing of the Midd1e East embarked on ambitious de-

velopment programs. The sudden upsurge in their development

ability ted to spontaneous increase in their manpower re-

quirement. Their own labour force was limited, so the gaps

had to be fi}led through importing manpower from rest of the

worId.

Pakistani labour, which has traditonally been highly mo-

biIe, siezed this opportunity and a large. number of Pakista-

ni professionals,skilled and unskilled workers started emi-

grating to the Middle East. One reason for the large scale

migration of Pakistani workers is the fact that the

19
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Pakistanis are among the most sought-after non-
Arab workers in the Middle East, because of their
religious af f inity and t,heir standard of manageri-
;i uña technical iraining. Iwilson, 1979:39].

2"1 CHANNELS OF MIGRATION

Pakistani workers seeking employment have been 9oÍng to

the Middte East through various channels. Two institutions,

tue Bureau of Emigration and Overseas Employment Corpora-

tion, serve as public sector recruiting agencies. The Bureau

of Emigration arranges government-to- government contracts,

private sector. Overseas Employment Corporation deals with

overseas employment promotors in the private sector. In the

earlier years the bulk of emigration v¡as channeled through

private promotors registered with . the Bureau of Emigration,

and through the obtaining of a visa directly from the em-

ployer in the Middle East. In this caset a person already

working in the Middle East arranges a visa and a job for a

friend or relative.

The Bureau of Emigration and OverSeas Employment Corpora-

tion does no! deal with the private sector demand. This de-

maRd was handled by the Iicensed overseas employment promo-

tors under the supervision of the Protector of Emigrants of

the Bureau of Emigration and Overseas Employment' The over-

seas employment promotors advertise, interview, select and

recruit persons of various categories in accordance with the
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qualifications laid down in the demand. AIl persons recruit-

ed in the private sector have to deposit a fee of Rs. 2'000

person. Out of the fee of Rs. 21000, which each emigrant has

deposited with the authorized bank, the overseas employment

promotors is entitled to receive Rs.1,450' after the dis-

patch of the emigrant. This amount is to cover the expenses

they have incurred in the processing of the worker and for

overhead . (zar , 1981:27-30) .

Alt,hough the

person, which a

government has fixed a

manpower exporter gets

of Rs. 1,450 Per

his services, in

sum

for

practices this amount goes much higher then

the overseas employment promotors charged Rs.

20,000 for their services. SimilarIy,

cl

IS
to

sponsorship visa for working in the GuIf States
available wittr difficulty for a sum equivalent
Rs. 20 ,000 [ oawn, January 9 , 1 981 ] .

this. Usually
-15,000 to Rs.

2.2 ST ZE OF MIGRATION

During the late 1 960's and early 1 970's data on
emigrãtion of Pakistani manpower was not collected
in ãn organized and systematic manner. Available
statistiðs suffered from gaps and deficiencies and
could at best be takãn- as indicators lzat,
i 

^õ4 ^ 4 1t>o r ; l I .

However, in recent years an attempt on the part of man-

povrer division of Ministry of Labour and Overseas Pakistans,

was made to estimate the number of migrants who migrated

through different channels.
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The Pakistan Economic Survev, [1982-832176) reports that

a survey conducted by Manpower Division estimates the number

of Pakistanis working abroad as approximately 1 '6 million'

The following table gives t,he detail of migration which has

been taking place through official channels'

Table 2.I Labour Miqration

Private
(Overseas
Employment
Promotors ) Pubtic Direct

Overseas
Employment
Corporation TotalYear

rg72 3,359 1,117 4,530

rg73 7 ,654 4,646 12,300

rg74 14,652 I,676 - l.6,328

rg75 2L,766 1,311 23,077

Lg76 38,516 3,L74 - 4r'690

rg77 77 ,664 2,606 60 ,L75 77 r40 ,522

rg78 78,685 3,246 47 ,602 992 130 '525
LgTg 80,615 3,058 34,586 7 ,248 125 ,507

1980 gL,482 l-7,LrA 24,80l- 1I,450 144,847

19Br 119,711 33,370 15,322 168,403

Lg82 gg,rLg 38,416 5,410 142,945

Total 954,208

Source: Pakistan Economic Survey' 1982-832176 -
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It is guite surprising that the official estimates of Ia-

bour migration provideo in Table 2.1 show total migration of

Pakistani workers from 1971 Lo 1982 as being 0.95 million.

Whereas, according to the same source, this figure is 1.6

million. On the basis of this discrepancy and confusion we

cannot use these figures for the purpose of our analysis.

Moreover, these figures do not include emigrants who emi-

grated through channels other than the Bureau ot Emigration

and also the volume of itlegal emigrants.

A reliable method of estimating the number of overseas

migrants in lhe country would require a country-wide house-

hold survey to elicit the number of househol-ds with migrants

and the number of migrants in each household. This method is

Iike1y to overcome the problem of not accounting for retur-

nee and illega1 migrants.

Pakistan Institute of Public Opinion (pfpO) carried out a

survey of households in Pakistan in 1979. This results of

this survey were then used by Pakistan Institute of Develop-

ment Economics(PIDE) to estimate the total number of mig-

rants from Pakistan. ICilani, e-L' âI., 1991:10]

According to the PIPO survey 9 percent of the rural

households in Pakistan have at least one migrant member. The

average number of migrants in the two catagories of house-

holds are 1.6 and -l .5 respectively. gíven that rural and

urban population of Pakistan in 1979-80 was 58 million and
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23 million respectively, the number of households in Paki-

stan can be calculated by taking the average size of rural

and urban households to be 7.6 and 9.1, based on the PIPO

survey. This gives the total number of rural and urban

households to be, respectively, 5.8 million and 2.8 million.

These numbers, multiptied by the average number of migrants

in the households, then give the estimated number of mig-

rants in the country to be 1.79 million in 1979.

The method followed by PIPO seemed to be the only way to

capture both the number of legal and illegal migrants, be-

cause it sought information from the household' which wás

not obliged to make this distinctionas it was simply asked'

,'how many people from this household are working abroad and

where ? tt The response to this questions like1y to be un-

ambiguous in households where migrants have gone abroad'

The following table represents the estimates of Pakistani

workers, working in the Middle East and other countries'

Table 2.2 Estimated Number of Pakis tani Miqrants
working Abroad. (mi1lion), L979

Countrie s/Atea
Sãudi Arabia
United Arab Emirats
other l4iddle East Countries

Total Middle East Countries
Al I other Countries
Grand Total

Number

0.608
0.3s8
0.280

L.246
0.544
I .790

Source: cilani Tjaz, et. aI, 1981:10
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Hence a simple way to estimate the stock of Pakistani

workers in the Middle East countries is to sum up the number

of migrant workers who migrated to the Middle East after

1g7g, and then add this figure to the stock of migrant work-

ers estimated by PIPO/PIDE. The following table gives the

stock of Pakistani migranls to the Midd1e East countries up

rilr 1982.

Estimate of Pakistani Workers in the
Middle East Until 1982

Year
1980

19 81 168;403

Lg82 142,945

Tot,al 4 56 ' 19 5

Stock of Pakistani
wffiFérs in LgTg 1 ,246,000
Stock of Pakistani
workers up till 1982 :

Number

L44,847

456 ,195+1 ,246,000=1 ,702,L95
1.702 million
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It is quite interesting to observe that for the projected

increase in net manpower demand for the Middle East, the

World Bank estimates between 1980 to 1981 are 191,400 for

aII migrants IWorId Bank : SeptemberT, 1979). Whereas the

official estimates of migrant workers from Pakistan aIone,

for 1981 are 168,403 (see Table 2.3). This implies that'

based on World Bank estimates' Pakistan's share in net de-

mand was 88 percent. Simitaly the World Bank estimates be-

tween 1 981 to 1982 are 179,764 for all migrants whereas the

official estimates of Government of Pakistan for 1982 were

mates , Pakistan's share in net demand was 79 percent'

These figures are quite high and overstate the share of Pak-

istani workers in the total manpower demand to Èhe Middle

East. Àt the same time' estimates of the World Bank are un-

derestimating the net total demand of overseas workers to

the Middle East.

Hence in the absence of reliable estimates of manpower

requirement of Pakistani workers to the Middle East' we may

need to make our own projections in this regard'
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2.3 PROJ ECTTON OF MANPOWER DEMAND FROM PAKT STAN TO THE
MIDDLE EAST

Before making any projection regarding future manpolrer

export from Pakistan to the Middle East, we have to take

into account aIl the possible factors which may influence

the share of Pakistan in the total manpovrer demand to the

Midd1e East 
"

There is tendency to oversimplify the apparent dependency

of the Mídd1e Eastern economies on expatriate labour and it

is assumed that the host countries will perhaps always de-

pend upon imported labour. This is a very misleading and

erroneous assumption, which may have dangerous conseguences

for labour exporting countries. In the coming years' when

most of the construction work and infrastructure in the Mid-

dle East will be completed, the bulk of Pakistanis who are

engaged in these activities wiII return to Pakistan. Hence

with the end of the costruction boom in the Middle Eastern

countries, there may be a possible change in the demand com-

postion for different occupations abroad, which may make it

difficult.fot workers in certain occupations to extend their

contracL of work for a further period of time. Another rea-

son for the earlier t,han planned of return migrants can be

the political developments in the host countries of the Mid-

dle East, Ieading to: a) a complete exodus, ot; b) partial

repatriation (such as iltegal migrants).
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Another factor which may also accelerate t'he rate of re-

turn of mígrants is the fact that the majority of the Midd1e

Eastern countries are now emphasizing the training and edu-

cat Íon

Arabia

rant s

of their own people.

where approximatelY 50

workers are engaged in

Saudi Arabian third five year plan envisages a de-
crease from 330,100 labour in the construction in-
dustry to 245,000 by the year 1985.TÞ. foreign
skiIlãd and unskilled labour (and majority of them
are Pakistanis) are here only to fill up a gap and
to meet some deficiencies, aã long as they exist t
MUSLIM, FeburarY 10, 1983 l.

Viewing Èhe situation of Saudi

percent of the Pakistani mi9-

various activities,

At the same time in the labour importing countries the

development priorites are shifting from the development of

infrastructure to the development of human capital. As in

the case of Saudi Àrabia, 19 percent of the third five year

plan outlay has been allocated to the development of human

resources as aganist -15 percent devoted in the second plan

period I uusr,ru, Feburary 10, 1983 ] .

The above discussion takes into account only the struc-

tural changes, which have been taking place in one of the

iabour importing countries. But, it is quite possible that

the same may be the case for other labour importing couR-

tries in the region.

Taking into account these structural changes which are

taking place in the labour importing countrÍes of the Middle

Eastr ifê make the following assumptions' to project the fu-

ture demand of Pakistani workers to the Middle East"
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2.3.1 èSSUMeEJ_ANS.

a) We follow the estimates of increase in the stock of

Pakistani workers (under the low growth scenario) made by

serageldin, et, a1., [1983:a6] til] 1985. However, after

1985, wê assume that growth of Pakistani workers stock in

the Middle East declines at a rate of one percent per year'

b) We assume that out of the total stock of Pakistani work-

ers in the Middle East, the migrant v¡orkers will be return-

ing home at a rate of 1 percent till 1985, but this rate of

return migrants than is going to increase by 0.5 percent per

year in the subsequent Years.

c) We assume that there will be

Pakistani migrants from the Middle

political changes in the region.

d) We also assume that there will

manpovrer exPort PolicY, which maY

ply to the Midd1e East.

no forced expulsion

Eastern countries,

of

due

the

to

be no change in Pakistan's

restrict the manPower sup-

Given these assumptionsr wê can estimate the stock of

Pakistani workers in the Middle East, demand for Pakistani

workers and the number of returrree migrants from the Middle

East, till 1990, which is our period of projection'
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2.3.2 ME Y ANÐ ESTI TTON

Iet us denote,

DWt = Change in demand for Pakistani workers in year t

SWt = Stock of Pakistani workers in the Middle East in year

t
Lt = Return rate of Pakistani rnigrants from the Middle East

in year t
R = Number of Pakistani return migrants in year t

gt = Growth in the stock of Pakistani workers in the Middle

East in year t

Whereas,

DWt=SWt-SWt-1

but

swt = [ (swt-t 9t) + swt-1 ]

DWr =[ (gt swt-1 + swt-1 ) - Swt-1 ]

=[ 9t , SI4t-1 + Swt-1 Swt 1 ]

DWt = gt SWt-1

Whereas,

Rt=Lt"SW-t-1
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Table 2.4 Demand fo r pakistani Workers (000)

Year SWt SwT-l gt(8) D!{t

rg82 r7o2x
1983 1838 L702 I
1984 198s 1838 I
1985 2L44 1985 I
1986 2294 2l.44 7

1987 2432 2294 6

1988 2554 2432 5

1989 2656 2554 4

1990 2736 2656 3

136

L47

158

150

138

1r(8)

1.0
1.0
1.0
1.5
2.0

RI

T7

18

20

32

46

L2T

L02
80

2.5
3.0
3.5

61

77

93

*We have already estimated the stock of Pakistani workers

in the Middle East equal to 1.702 million for the year 1982
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Given these assumptionsr oUr results shovr that a decline

in the demand for Pakistani workers to the Middle East is

inevitable. Às also seen from the Figure. 2.1 ¡ the demand

for Pakistani workers is going to decline with increasing

rates after 1985. The number of returnee migrants are going

to increase after 1985 ; this increase seems to be very

sharp, êS the number of returnee migrants will exceed the

number of out migrants in the year 1990. However, the stock

of Pakistani workers in the Middle East wiIl remain high

implying the contribution of a stream of a home remittances'

2.4 WHO ARE E}IE MI-GBANTE

The recent phenomenon of temporary migration from Paki-

stan to the Middle East is quite different. UnIike other mi-

gratorary movements, in t,he preSent case, migrants come from

the diferent parts of the country representing different

professional, occupational and age groupsr êS well as dif-

ferent classes. Therefore, in this case it is difficult to

establish the characteristics of a typical Pakistani migrant

worker. However, a breakdown of migrant workers according to

their characteristices may help in establishing a profile

of the majoritY of migrants"

There is no recent information avaiLable regarding the

characteristics of migrants, however, a survey IGilani' et'

â1., 19811, conducted in 1979 regarding overseas migration
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from Pakistan reports the following characteristices of the

migrants "

2.4.1 AGE AND EMPLOYMENT STATUS

Àccording to the survey findings 75 percent of the mig-

rants were between the age of '18 to 30 years, whereas 30

percent of the migrants vrere mostly in the age group of 30

to 40 years. These statistics supports the common belief

t,hat the majority of the migrants are in the most productive

period of their life. Às for as employment status of the

migrants is concerned, the survey findings showed that

7 percent of the migrant workers were unempolyed before

ing abroad, 10 percenL were students and 83 percent had

job in Pakistan prior to migration to the Middle East.

only

go-

some

2.4.2 MARTIAL STATUS

A large number of migrants (almost 70 percent) were mar-

ried, but only 4 percent were accompanied abroad by their

familíes. Hence a typicat migrant is a male, Ieaving wife

and tamlJy þenInO, CI.eAEIll9 A veLy I\rgrLd¿ rc¡L¿rv¡¡q¡E rvL

remitting money back home to the family.
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2.4,3 OCCUPATIONAL CHARACTERISTICES

On the basis of available data on the occupation of mig-

rant workers, the migrants can be grouped into six major

classes. The percentage representation of the migrant work-

ers, grouped according to the major occupational classifica-

tion is given in the following table.

Table 2.5 Migrants Classificatíon bY Maior

Occupa tional'Groups

Oce tional Grou B of Miqrant Wo rkers

1. Production Workers

2.

3.

4.

5.

6.

a) unskilled workers
b) skilled workers
sub total

Professional Workers

Clerical staff

Service Workers

Salesman/B USINESSMAN

l,tiscellaneous

42.6
40 .6
83.2

4.3

1.5

') ')

6.0

2.9

100

Source: Gilani Tiaz, et.. a1

rFn{- r'ì¡vug¿

1981:28
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Table 2.5 shows that production workers constitutes 83 per-

cent of the migrants labour force, of which more than half

were unskilled. AbouL 12 percent of the unskilled labour

who migrated to t,he Midd1e East Y¡ere reported to be agricul-

tural labourers. The other 88 percent of the unskilled Ia-

bour migrants included general labourers and Ioaders.

Skilled workers such as drivers, masons, electricians'

and engineers constituted the most important group of mig-

rants. Accountants and teachers ranked to next to them.

Cooks and security guards were the main service workers who

migrated to the Midd1e East in this specific period of time.

2.4.4 PROVINCIAL AND RURAL = URBAN DISTRIBUTION OF THE
MT GRANTS

In order to examine more intensively the basic character-

istics of the Pakistani migrants, novl we may discuss the

dist,ribution of the migrants as between rural and urban ori-

gins.

The survey findings show that 70 percent of the migrant

^-^-r-^-- c-^- à1^^ E¡"n.ialr r.rlraraa c 1A, riârranl- af the mì O-W(JL llgL Þ Ucr¡¡ll; r ¡. v¡¡l L¡¡E ¡ u¡¡Jqv t w¡¡v! vse È'v- vv" e ---- 2

rants belonged to the Sind, while 12 percent and 4 percent

of t.he migrant workers came f rom NVIFP and Baluchistan re-

spectively" The rural urban breakdown of the migrant nork-

ers show that 67 percent of the migrants originated from ru-

ral areas, whereas 33 percent of the migrant vrorkers were

from the urban areas.
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The rural urban breakdown of the migrants is quite sim-

ilar to national figure of rural population, i.e., 72 per-

cent I Pakistan Economic Survey , 1982-83:1 70 I . Here we may

mention that there is possibility that the percent'age repre-

sentation of the urban migrants is over stated. lt is quite

possible that people who were Iisted under urban origin may

be t,he migrants f rom the rural areas. There i s possibi I i ty

that rural - urban migration has acted as step migration,

which is common feature in the process of international mi-

grat i on .

This argument is largely true for the migrants from

and rural sind. It has been observed that people from

areas of these provinces first move to Karachi and,

getting more socially and culturally oriented to urban

and living, move to the GuIf area [Rahman, '1981 :33 ] '

NWFP

rural
af ter
life

This argument is quite logicat, viewing the expansion of

the city of Karachi. The population of Karachi has increased

f rom less than a million to over f ive million in tvro and a

half decades. This increase is largely owing to the rural

migration io this city. The major proportion of the migrants

representing the urban Sind, belonged to Karachi. Therefore,

there is strong reason to believe that migrants from the ru-

ral areas are under-stated. However, for the purpose of our

study r wê make use of availabte information regarding rural

urban of the migrants who have migrated to the Middle
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the percentage shareEast. The

of rural -

following table illustrat'es

urban migrants.

Table 2.6 Rural-Urban Dis tribution of the Migrants (8)

Province
Punjab
Sind
NWFP

Baluchistan

Rural
66

40

57

Urban
34

60

43

Total
100

100

r00

Source: Gilan Tiaz et. af'',1981:10

2.5 DETERMINANTS OF MIGRAT]ON FROM PAKISTAN

In the literature of internal or international migration,

generally, "push" and "pull" factOrS are analySed tO deter-

mine the nature and causes of migration. ThOse factorS and

conditions which compel a person to leave his or her area of

origin for temporary or permanent basis are knwon as push

factors. Factors which attract people to migrate from one

place to another are termed as putl factors. To answer the

question yrhy people from Pakistan have been migrating to the

Middte East, wê may analyse those push and pul factors which

have been determining the outflow of Pakistani manpower to

the Middle Eastern countries.
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2.5.1 POPULÀTION AND UNEMPLOYMENT

The population of Pakistan, which according to the 1981

census was 84 miIIion, is grovring quite rapidly at a rate of

3 percent per annum. RuraI population comprises 72 percent

of the total population the counÈry, while 28 percent of the

people Iive in the urban areas. The population estimates for

1983 have gone uP to 88 million t Pakistan Economic $-WJ'

1982_83:169].ÀIongwithincreaseinthepopulationgrowth'
the population structure of the eountry is another factor

magnifying the problem emerging from population pressure.

The fllowing table gives us a broad picture of the popula-

tion structure in Pakistan.

Table 2.7 Population Structure, L979-78 Estimates

Years
0 -10

10 -14 _

L5-24
25-54
55-64
65 and above

Total

B of the Population
32

T2

16

31

5

4

100

(Source: Pakistan Manpower InstiÈute, 1981:9)
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According to the table, 44 percent of population is under

15 years of age. The working age population, i.e., 15-64

years, comprises 52 percent of the population ; whereas the

old age population (65 years and above)

represented only 4 percent of the population. Due to the

high percentage of younger age persons and rapid increases

in population growth there is high dependency ratio. At

present the dependency ratio in Pakistan is 100:344, which

is comparatively higher than other countries Ipafistan Man-

povrer Institute, 1981 :661.

Like any other third world country, in Pakistan Loo, a

rapid increase in population growth is the primary factor

responsible for increase in labour force. This phenomenon

has persisted for quite some time. But previously the high

fertitity growth rate v¡as balanced by a high mortality rate.

However, over time, with the improvements in health and edu-

cation facilities, the gap between fertelity and mortality

has further sharpened, resulting in a population explosion,

the crude death rate has declined from 30 per
thousand in 1947 to a current level of 12 per tho-
sand, while the crude birth rate has only-margi-
-- a 1-- r-^1 : --J. r-^- trrl !a ll 1 lL¡,,aon¡l I OoÞ.i -¡l.1IIy LrguIJ. llE(J ll v¡tl Jv Lv =L À/sr u¡¡vseu¡¡s L å--
ste¡, Economic S!!;yev., 19e2-83: 1 69I .

The rapid growth of population in Pakistan has been affect-

ing the of labour supply as increasing numbers of people are

joining the labour force, seeking jobs, in an economy which

is already facing the severe problem of unemployment, under-

employment,and diguised unemployment. Under these it has
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been difficult for the new entrants to find jobs in the do-

mestic labour' market. The following table illustrates the

conditions which have existed in the domestic labour market

in the recent Past.

Table 2.8 Labour Market Situation of Pakistan (million)

ur Force rnillion
percentage

rnillion

Unit 1e74/75

20.42

1977 /78
22.22

2.9

2L.84

L979/80

23.93

3.2

22.54

L97e/80

23.68

3.3

23.13

re80/8r
24.65

3.2

23 .81

r98r/82

25.24

3.3

24.5

1982/83

26.06

3.2

25.25

,r:r FOræ C'fOwtlt

20.07

plcynent million 0.35 0.38 0.39

rplolznent rate ¡:ercentage I.7 L.7 L.7

Source: (i) Gilani tjazi et. a1., 1981:14

0.55

2.4

o -64

2.7

0.74

3 .02

O.BI

3.2

(ii) Pakistan Eccncrn-ic t-vê\.¡ ; .1982-83:171

Apart from a rapid increase in the populatíon, another

cause of unemployment vras the fact that during 1970-75 peri-

od, real vlages of Iabour increased substantially, which

might have created a tendency to opt for capital intensive

technology [Gilani, *.. ê-I., 1981¡13] Àtthough the unemploy-

ment rate has increased from 1.7 percent in 1974/75 to 3.2
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in 1982/83, these unemployment figures understate the situ-

ation of unemployment in the country. These figures do noü

take into account the extent of disguised unemployment which

to a large extent prevails in the agriculture sector, and

which constitutes a major portion of total employment. Thus

in this way overstate the magnitude of empJ.oyment level in

the domestic labour market. The extended family system that

allow a family member to share farm or family income even if

his marginal product is zero fails to shovr any substantial

unemployment. Most of the labour supply that is generated by

the rural areas (carrying 72 percent of the country's po

Iation) gets absorbed into agriculture sector, given that

job opportunites in the nonagriculture sector are not avail-

able. The following Lable illustrates the domination of ag-

riculture sector in the domestic market.

Table 2.9 Em nt rtunities in riculture
and Non-Aqr cu ture Sector mill on

Sector*- Jobs Available

Agriculture
Non-Agriculture
Total

Source: i)

20.1

Pakistan Economic

Gilani fjaz, êt-

22.5 24.5 25 .2

Surveyt 1982-8321-74¡

al., 1981: 15

1o'7 
^ 

/'7<L¿ t =l t ¿

11 .0
9.1

1 q-19, / 1q
-¿ 

r vl . -

12.7
9.8

1Cs1 /82

13.6
10 .9

re82/ 83

14 .0
TT.2

ii)
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Now under these circumstances, when population growth has

been increasing rapidly and conditions of unemployment have

' been deteriorating, due to existing open unemploymenL, dis-

guised unemployment, and under-empolyment, the emergence of

manpoyrer demand in Lhe Middte East has served as,a both push

and a puII factor for the domestic workers. This opportunity

has been availed not by the people who were unemployed but

also a large number of people, who were apparently employed

in the domestic labour market. This argument seems to be

more valid in case of rural areas of Pakistan, âs majority

area. Hence population pressure and unempolyment, disguised

unempolyment, underemployment and lack of opportunites in

the non-agriculture sector of the rural economy has served

as push factor for large scale migration of Pakistani work-

ers to the well paid labour markets of the Middle East.

2.5.2 WÀGE DIFFERENTIALS

The most important factor causing the migration of Pakis-

tani workers Lo the Middle East has been the vrage differen-

tial which exists between the two region. This has been the

main attraction for the Pakistani migrants. According to one

estimate, oD the average a Pakistani migrant worker who

earns Rs. 20 ,250 per annum at home can earn Rs. 58 
' 
500 per

annum in the Middle East I raskok , 1982t321J.
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t.he MiddIeThe

East

average earnrn9s

by occupational

of Pakistani emigrants

group are given in Tab1e

in

2:lg

Table 2.10 Average Income of Pakistani Workers

by Occupational Group (1979)

Occupational Group Averaqe Earninqs

Unskilled
Skilled
Professional
Se:r¡iæs & Clerical ittrorkers

Business
Miscelleneous

Source: Gilani Ijazr et. aI., 1981:105

45 ,060
53, 800

117,600
60,160
77 ,920
82,500
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According to the Table, on the average, the average annu-

al income of a Pakistani migrant worker Ín 1979 was Rs.

72,840. Comparing this figure to the per capita income of an

average Pakistani, i.e., Rs.31000, it may be abfe to be seen

t,hat an average Pakistani worker can earn upto twenty four

t,imes more than that of an average Pakistani worker staying

back in Pakistan. These earning of Pakistani workers, vrork-

ing in the Middte East, still seems to be on the lower side,

aS these figures do not cover the fringe benefits' accommo-

dation facilities, subsidized meals and other benefits which

they geL in addit ion to the nominal lrages.

The extent of vrage differential between Pakistan and Mid-

dle East can be observed from the fact that while a Pakista-

ni unskilled worker was earning an average amount of Rs.

6,200 per annum, the average earnings of a unskiIled migrant

$¡orker were Rs.45r060 per annum, which iS mgre than Seven

times than that of domestic earnings. Similar1y while the

annual average earnings of a skilled worker, vtorking in the

domestic Jabour market, were Rs.15,400 the earnings of mig-

rant skilled worker in the Middle East were Rs. 53,800'

which is three and a half times more than that of domestic

earnings for the same job.
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of wage dif ferentialTable 2.1'f throws Light

between Pakistan and the

on the

MiddIe

extent

East.

Table 2.II

Occupational GrouP

Unskilled workers

Skilled workers

Sources:

*

Extent of Wage Differential

Average Annual Earnings
at home *

6,200

15,400

Average Annual
Earnings in the
l4iddle East

45,060

53,800

Zar Zulekha, 1981: 56¡

Gilani f,jazt et. âI., 198t:105

The average domestic earnings of the unskilled and skilled
workers are estimated by taking the average daily wage of
ifrree Uig cities of Pakistan (i.e. Karchi, Lahore & Pesh\'ùar)
and assuriing 350 working days in the year 1977-78.
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Viewing the extent of wage differential, which exists be-

tween Pakistan and oil rich labour importing countries of

the Middle East it seems that higher vrages and fringe ben-

efits offered by the foreign employer have been acting as

the most powerful pull factor, responible for the migration

of even those Pakistani workers which have already been em-

ployed in the domestic market.

2.5.3 JOB SECURT TY

Movements from ruraf- to urban area or frOm one country

to another in search of employment is not without rísk. The

risk is the failure of a person of finding any job or re-

maining unemployed for an indefinite period. With the pres-

ence of this element of risk the decision making process of

migration becomes more complex. In the presence of risk,

only those people migrate who are willing to pay its cost.

As in the case of rural- to -urban migrat,ion, Todaro

11976t297, argues that, the fundamental premise is that mig-

rants as decision makers consider the various labour market

opportunities available to them in the ru¡:al and urban sec-

tors, and choose the one which maximizes their expected

gains. Expected gains are measured by, (a) the difference in

real income between rural and urban job opportuntie's and (U)

the probability of a nevr migrant obtaining an urban job.

While discussing Todaro's argument RempeI [1981 t96-7 J argues

that,



in the job search process assumed in the Todaro
model, hiring is a simply a process of random se-
Iection from given stock of urban unemployed. In
that case, the longer a person remains in the ur-
ban centre the longer his expected income, that
is, the probility of earning the prevailing urban
wage increases.

4B

arguments are put forward while discussing

urban migration, they are equally appli-

of international migration.

ÀIthough these

the case of rural

cable in the case

However, in the case of migration of Pakistani workers to

the Middle East, this is not true¡ âs migration of Pakistani

Iabour force to the Middle East is very organized and with

out any financial risk.

When demand for manpower suppty is received by an over-

seas employment exporter, from his principals abroad, he has

to submit the same to the relevanL protector of Emigrants at

the Bureau of Emigration. The Protector after being satis-

fied that overseas employment promotor is in possession of

an authentic and duly attested power of attorney from the

employer, and that the terms and conditions of service are

reasonable, grants permission to the overSeas employment

promotor to process the demand. The Oversea5 Employment Pro-

motor then advertises, interviews, selects'and recruits per-

sons of various categories in accordance with the qualifica-

tíon laid down in the demand. Following this procedure a

person migrates to the Middle East only when he becomes sure

about his employment abroad. Therefore, cotrary to the Toda-
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modeI,
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in the present case, people get the job in the

markets, even before migrating there physically.

Thís unique feature of the present wave of Pakistani

worker's migration to the Midd]e East, which involve no

risk, has made the decision process of migration quite sim-

ple, and has been functioning as a puII factor to altract

the Pakistani workers to the Midd1e East.

2.5.4 SOCIOLOGTCAL AND PSYCHOLOGICAI FACTORS

No one wants to be avray from home; Pakistani workers,

working in the Middle East are no exception. Thr root causes

of psychological and sociological reasons thes for migration

are based on the characteristics of Pakistani society, which

consists of two opposite extremes. On the one hand there is

a bulk of people struggling for a subsistence level of liv-

ing. They are facing the unavoidable conditions of unhygenic

Iiving, low food consumption, Iack of job opportunites, Iack

of education facilities, poor medical facilities, and in the

rural areas they are victoms of a feudal society. However,

- r I ---: -L- -ri ^-the Same LS noi irue for everygRer êS E,Rer-e erir5ts A seC-LIon

of people in the Pakistani society, who enjoy every necessi-

ty and }uxury of lifer âS they have access to and control of

the opportunities which promise a better standard of living

and a higher social status in the society.
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Given the existing setup of the societY, the psychologi-

ca1 motives for migration arises primarily from the promise

of a better life style, Ieading to higher social status, of-

fered by the employment opportunities in the Middle East.

The majority of the people dissatisfied with their condi-

tions find overseas migration as the only solution to change

their Iiving standard and achieve a better status in the so-

c iety.

Another factor which has been influencing the decision of

Pakistani workers to migrate is the demonstration effect.

The possession of luxury items, improved Iiving conditions,

better life style, which give a migrant and his family a

better position in the shape of higher social status has

been influencing other peopfe to follow the same path.

Therefore given the demands of Pakistani workers in the Mid-

dle East, such peopfe take the opportunity to migrate to the

Middle East. One thing which emerges from this discussion is

that, the forces which are provoking or stimulating the psy-

chological and sociological instinct of the people to rni-

grate are aII economic an escape from povertyr ôD am-

bition to attain a higher living standard for self and

dependents.
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2"5"5 PROVINCIAL DT SPÀRI TY

The migration of people from a country may not be evenly

distributed among different parts or regions of the country

IBaucic, 21972:10]. The migration of Pakistani workers to

the Middle East is no exception in this regard. All the four

provinces have different composition of shares in the total

stream of migration.

One interesting feature which emerges after observing the

provincial share of each province in the total number of

migrants who migrated to the Middl-e Eastr ê5 reported earli=

êr, is that the more developed ís t,he province the higher is

out-migration rate from the province. The Iarge-scaIe mi-

gration from the province of Punjab, which is the most de-

veloped, prosperous and fertile province of Pakistan, (ex-

cluding Karachi, from province of the Sind) , may be

explained as due to sluggish development of the province in

the late 1960's and then in the 1970's. After the creation

of Bangladesh in 1971, the Pakistani rulers realized the

conseguences of misallocation of resources and unequal de-
:^. -- t- -..1! !t^^.- l^..*^L^¡VeIOpmenE Of qlffefenE' pr9vI¡¡c;eli¡ ltþ cl lsÞtrlL L¡rsJ ¿our¡rv¡¡s\r

a programme to develop all the provinces of the country at

the same time. Admitt,ing this fact, Pakistan's sixth five

year plan says,

historically, one of Pakistan's most
problems has been the uneven rate of
tween different parts of the country
mist November 19, 1 983:48 I .

troublesome
growth be-
The Econo-



The solution for the existing regional disparity

found, by slowing down the development activíty in the

jab and transferring resources from the Punjab to other

derdeveloped regions of the country. Special attention

52

wa5

Pun-

un-

vra s

given to the Baluchistan,

the province largest in area, smallest in poPu
tion and poorest by almost every indicator I
Economist November 19, 1 983:48 I .

1a-
The

The net result of the allocation of resources was not in the

favour of Punjab's labour force, who were affected adversely

by a slow down of economic activity in the province. Under

these circumstaRces, the out-break of the Middle East oil

boom gave them a golden opportunity to util-ize their abili-

ties to the maximum.
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ESTIMATES OF INTERNATIONAL REMITTANCES FLOWS

Since the late 1 950's and early 1 960's, when initially
pakistani workers migrated to industrialized countries of

Europe, and North America they have been sending a portion

of their earnings and savings back home, to their families.

In the recent past, with the large scale migration of the

Pakistani workers to the Midd1e East, Persian Gulf and North

Africa,the inflow of home remittances has increrased dramat-

icaIly.

The inflow of remittances from the labour importing coun-

tries of regions towards the countries and region of the or-

igin has been a historical phenomenon. A number of }abour

exporting countries of Europe, the Middle East, Asia, South

and Western Africa, and Central and South America have been

receiving the remittances for the past number of years.

In the case oi Europe, the inf low of remittances *"o some

of the European eountries haS been an old experience. From

the level of 14 million lire in 1861-1870, the inflow of

remittances Lo ItaIy, reached the level of 943 million Lire

in 1931-1940. Tn 1953 the inflow of remittances to Italy was

103 million U.S. dollars, which rose to 638 million U.S.

53
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dollars in 1962. SimilarIy, the inflow of remittances also

increased in some other contemporary European countries Iike

Greece, Portugal, and Spain. In the same period of time rem-

ittances to Greece and Portugal increased from 46 and 16

million U.S. dollars respectively to 153 and 51 million U'S'

dollars. In the case of Spain the volume of remittances in-

creased from 48 million dollars in 1959 to 160 million in

1962 [Parentij, 1967 2221-22].

Yugoslavia is another European labour exporting country,

which has been benefiting from the flow of remittances' On

the basis of various enquiries and group discussion with Yu-

goslav emigrant workers it has been possible to estimate

that the migrant workers from the Yugoslavia sent home about

20 percent of their total earnings, which amounted to 1,300

million U,S. dollars from 1954-1970. This amount accounted

for a large proportion of Yugoslavia's total foreign ex-

change earnings IBaucic, 1972221-22]. A World Bank study

I Swamy , 1981 : 1 0 ] has shown that in Europe the trend of

growth in home remittances, ranged between 9 percent and 11

percent per year during 1960-70, for the traditional labour

expor|ers, i . e " , ÀIger ia, Greece and I t,aly. For the rela-

tively nevr labour exporters--Yuogslvia, Turkey and Portu-

gal--the growth rate v¡as over 15 percent. Among other Euro-

pean countries, Spain and Turkey are two countries that have

been receiving remittances. The inflow of remittances to

Spain rose sharply from 55 miltion U.S. dollars in 1960 to
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U.S. $913 million in 1972. Remittances helped considerably

the economy of Turkey. The remittance inflow to Turkey in-

creased from 140 million U.S. dollar in 1969 to 740 million

doIIar in 1972. These remittances were sufficent to reverse

the deficit on goods and services in the current payment

balance Io.n.c.D., 1975225-27]. Paine 119742131-321 , while

making the case of the extent of remittance inflow to Tur-

key, states that a 1971 survey conducted by State Planning

Organization (S.p.O. ) showed that 79 percent of urban and 90

percent of rural migrants were remitting money home. Repa-

t.riated earRings amounted to $740 million in 1972, which was

82 percent of the recorð export total of $888 million, and

47 percent of total imports. In 1972 and 1973 repatriated

earnings amounted to 5 percent and 7 percent respectively of

GNP. The Turkish economy has been depending on this source

to a large extent. The non oil producing countries of the

Àrab region have benefited by the export of manpower to the

oil rich countries of the region. This export of the man-

povrer to these rich Arab countries resulted in remittances

to the poor Arab states.

The economic implications for the countries ex-
porting their manpower are complex and varied. The
ñ¡ost wldety recoþnized immediate benefit remains
the flow of remittances, which not only agumented
scarce foreign exchange earnings, and thereby
cushion some õf the effects of oil price increase,
but also provided, especially in the poor Arab Ia-
bour exporting states, a potential source of addi-
tional èavíngs and capital formation Iserageldin
and Socknat, 1 980:34 l.
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It has been estimated that in 1977, the total flow of

remiLtances to Egypt, Jordan, Morocco' Tunisia, Yeman Arab

Republic (yan) and Peoples Democratic Republic of Yeman

(ppny) met 30 percent of their imports and 80 percent of to-

tal value of foreign exchange earned through commodity ex-

port. The YAR largely depended on the inflow of remittances,

its economy dominated by remittances since 1973; in 1977 the

inflow of remittancesr âS compared to totaL exports and im-

ports, grere 5,450 percent and 140 percent respectively. In

the same year, remittances met some 27 percent of total im-

ports in Egyptr 39 percent in Jordan, 18 percent in Morocco'

I percent in Tunisia and about 50 percent in the PDYR.

Iserageldin, et. a1. , 1 983: 84-5] . Considering only the rem-

ittances sent through official channels, the flow of remit-

tances to Egypt, Jordan, syria, the YAR and PDRY was about

$3,530 million in 1978 compared with their 1974 remittances

receipts of $560 million Iserageldin, et. êf., 1983184-5].

As reported by Frank [1982275), at constant prices of 1975,

the real value of remittances to Jordan increased from the

level of. 53 million JD to the level of 115 million JD in

- r !L - --: - -^-: -: ^-! ^g 
¡-l^Á

ly ly. SlmlIarIy ËigypE nas peert Lrle llrcrr¡r rEt-.¡[Jrs¡¡r- v! u¡¡e

remittances, flowing from oil rich Àrab countries to non oil

producing countries of the region. Chouerí 11977:4331' esti-

mated the annual flow of remittances, to be approximately

$800 million. Government figures placeC remittances at L.E.

42 míItion in 1973 and L.E. 85 million in 1974.
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WhiIe discussing the inflow of remittances to the poor

Arab states, from the capital rich Arab countries, Birks and

Sinclair t 1 980:1 03-64 I , estimated that the private transfer

to Yemen increased from the leveI of U.S. S59 million in

1971-72 to $1002 million in 1977. This inflow vras the major

support to the economy of the Yemen. Tunisia is also one of

the receipients of foreign remittances. In the case of Tuni-

sia the inflow of remittances increased from the level of

u.s. ç29 million in 1970 to u.s. $143 million in 1976. Rem-

ittance flows to Sudan increased tenfold' over the fiscal

year 1975-76 to 1976-77 --from I mitrlion U.S. dollars to

u.s. $10 miIIion. The inflow of remittances for the year

1977-78 was predicted to be in excess of U.S. $30 miIlion.

Zachariah and Julien [1981:52-53], while discussing the rem-

ittance flow to West Africa' reported that, during the five

year period 1g7o-74, the seven west African countries, i.e.,

Gambia, Ghana, Ivory Coast, MaIi, Senegal, Togo, and Upper

Volta, sent out U.S. $705 million in the form of remitttanc-

ês¡ while they received only ç232 milIion. Therefore, the

net outflow of remittances from the region was U.S. ç473

l --l -- L ^Ê !L^ -^*: !!^É^^ê llnnar
m1II1On, 'I'ne IafgeSE feCIPIeIlt 9L L¡¡e LE¡llILLé¡¡t-sÐ wqÐ wÀ/À/Er

Volta, the country with the highest rate of emigration.

Briquets I1983:35-361, lists studies regarding the inflow of

remittances towards the Caribbean and Latin American coun-

tries. one of the studies laIlman and May, 1979212], based

on data from a survey of Haitian men employed in government
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departmenLs in Nassau, Bahamas, reports that each of the

101000 migrants sent home 300 dollars a year or a total of

three million dollars. About five percent of the Haitian GNP

comes directly from the migrants' remittances. Barbados re-

ceived 10.4 million dollars in remittances in 1970. A por-

tion of these remiLtances were generated in Curacao and

Trinidad Inbanks, 1g75:35]. Colombian migrants to Venezeuela

are reported to be saving enough money to remit to Colombia

IDiocesis de Cutta, 1978). Other studies, cited by Briquets

[1983], Iike the survey of Bolivian immigrants to Argentina,

found that the earnings of the migrants are so ]orv that'

they manage to save and send very little back home. This

finding may apply only to the permanent rnigrants' and not to

the migrants working temporarily in Argentina.

sawson 11gl9¿13-141, quoted different studies while dis-

cussing the exLent of remittances to the area of migration

origin. Referring to Ta Chen 11940:871, he reports that in

South China 85 percent of the revenue of emigrant families

was generated from remittances. Manners [-1965]' indicates

similar findings in the case of the West Indies. Schapera

119a7 ¿621 and Houghton [ 1 960 ] ' show that in the African

groups they studied, 40 to 60 percent of migrants' family

income was generated from the inflow of remittances.

The inflow and extent of internal or external remittances

to the rural area of a country or a region has great impor-
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tance and implications for the rural economy. WhiIe discuss-

ing the impact of remittances on the rural economy, Connell

t1980210-241 and Rempel and LobdelI 119782325-3291, reviewed

the literature regarding the extent of remíttances to the

rural areas. Connell [ 1 980 ] , reviewed the studies in the

context of South Pacific region, whereas, Rempel and LobdeII

11978l reviewed the work undertaken in different regions of

the world. The following discussion is heavily based on

these two studies.

While discussing the extent of remittances in the South

pacific region, quoting Macpherson [1978:11], ConneII

[ 1980 ] , mentions t,hat, in 1971 , Samoan migrants in New Zea-

Iand were sending an average of 12 percent of their income

to Samoa. However, this percentage varied from 3 percent to

B0 percent. Migrants from Kiribati atoII of Butaritari,

working abroad, were reported to be sending one third of

¡heir income back home ISewelI, 1976:84]. Migrant ]torkers

from Cook Island in Makatea sent an amount of $100'000 back

home in 1949. By the mid 1960's, remittances from New Zea-

Iand ?rere worth $350,000 per year. This figure increased to

over $5,000,000 by the mid 1970's. Remittances are now the

major source of income, cont,ributing 35 to 40 percent of the

total Cook I sland's income ICurson , 1979:'188 ] . Geddes et.

âI, l197g:1881, estimated from the surveys of five different

islands in Kiribati and Tuvalue in the early 1970, that the

contribution of the remittances to cash incomes varied from
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14 to 48 percent. While remittances to Niue in 1971 repre-

sented 10 percent of the islands' income lWalsh and TrIin,

197324911, in Tonga these remittances were the largest sin-

gle factor of. foreign exchange during 1973-74 lpe Bres and

CampbeIl, 1975;450]" In Western Samoa, the remittances in-

creased from their previous leve1 of the 1960's, when inflow

of remittances to Western Samoa were great'er than the income

earned from copra Ipitt, 1970:180]. With the increased rem-

itt,ances owing to increased flow of out-migration, the

amount remitted to Western Samoa was equal to nationaL agri-

culture income IShankman, 1976:36-39]. A recent survey car-

ried out by the New Zealand Department of Labour 11979:101,

regarding Pacific island migranLs in Wellington IHew Zea-

Iandl, shows that on the average the cash inflow of remiL-

tances over the past year were N.Z. $406 for Tongams' N.Z.

ç276 for Cook Islanders, N,Z. $406 for Western Sarnoans and

N. Z. $268 for Tokelan I slanders. castles and Kosack

1197324171, report that t.he inflow of remittances towards

the small Pacific islands, where international migration is

significant, represent a very substantial componenl of cash

r r-: -L-- LL-- !L^ ^¡*!-.iL..+.ian -^Ä^ l-tr miar¡n.|-clncomes, IIluçfi IrI9lrgI Lllct¡¡ L¡¡s t'v¡rLr r\,uu!v¡¡ ¡¡1ssç uf

within Europe or Pacific countries like Papua New Guina

(pHC) and Fiji, countries which represent a lower rate of

international migration. In lhe island of Batiki, from which

most people migrated to the main Fijian island of Viti Levu,

about half of the migran|sf households are reported to be
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getting support in the from of remittances Inayliss-Smith,

1978:16a-51. PIant llgll:181 l, reports that remiLtances to

Rotuna island from Fiji were estimated to be F.$66'000 for a

population of 24OO people; this inflow of cash contributed

some 12 percent of the total income of lhe island. Similarly

on Bellona island in the Solomon island in 1965-66' money

remitted by the migrant workers $¡as about $1500 and contrib-

uted 40 percent of the total cash income of the Atoll

ICtrristiansen, 1975:106-10]. In the northern province of

PNG, Dakeyne 11967:156-71, reports that remittances from

Yega migrants averaged 64 percent of household cash income;

however, this figure varied from 17 to 100 percent of the

migrants' earnings.

From the studies reviewed by Connelt [1980]'

that, remittances, represent a considerable share

tal income of the rural South Pacific region.

it seems

in the to-

Rempel and Lobdell 119781 report various studies of dif-

ferent regions of the world--describing the extent of remit-

tances to the rural areas of these regions. According to
r -: - -Ê - 1a1. t -..---^-- ^^ 

ll,-,^l'ltrlelr revlew, on Ene DaSf s ()I a I ,'or 5,uf vËy r r-cr¿L¡wsrr

11969:1691 estimated that one tenth of aII income e.arned in

Accra (Ghana) was reported to be remitted to the rural are-

as" Johnson and Whitelaw llgl{..74l I on the basis of a 1971

sample of low and middle income earners group in Nairobi '
estimated that 89 percenL of the respondents were sending



62

some amount out of Nairobi. The average amount sent by the

sample group represented 21 percent of lheir earnings. In

1968 | a survey of 1,091 immigrants in the Kenyan urban seó-

tor, carried out by Rempel, Harris and Todaro 119781, indi-

cates that on the average, âD amount of 43 shillings per

month vras remitted by these migrants, which represented 13

percent of the average income earned by aII migrants in the

sample. Of the sample, 59 percent of the migrants were rem-

itting 22 percent of average earned income. A survey of more

than 5,000 urban immigrants in Tanzania, conducted by Biene-

rants have sent money back home. Out of these,90 percent of

the migrants remitted regularly. Stark 11976¡171 estimates'

from the surveys taken in 16 Indian villages in 1957-61,

that the majority of the migrants from the villages were

remitting 26 percent to 69 percent of their earned income.

In the case of New Guinea, Baxter 119721, reports that a

substantial amount was remitted to the rural areas. An In-

ternat ional Labour Of f ice ( f i,O) study [ 1965 ¿73f , carried out

in Thailand, based on a 1962-63 survey, shows that nearly
,- --- ----5 ------L-l !^ !--á^C^- !L^i-IlaII Or tne mlgranEs; Surveyeq exPeÇtecr Le Lrctt¡Þrsr L¡rsrr

savings back home. Anderson 119721, for the case of ehilip-

pines, mentions a large flow of remittances from outmigrants

to rural sisya, During the period of 1958-67, Boeder

11973t43-4f, reports the magnitude of remittances from Zam-

bia, Rhodesia and South Africa to Malawi equals 27 pounds a
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year per migrant. For the island of Montserrat, Philpott

l1g7}l, mentions that the amount remitted in 1960 by mig-

rants in the United Kingdom exceeds the value of cotton ex-

ported from the island. In the case of rural Turkey' ÀlpaL

119711, reports that migrants to Europe from the rural areas

of Turkey remit significant amounts back to their origin.

Reinforcing these findings, Griffin llglS:3551, menLions

that Turkish migrants on the average remit 15 percent of

their income earned in Europe. Caldwell 11969:1681, for the

case of Ghana, estimates that one third of all rural house-

holds were receiving some remittances. The value of remit

tances was estimated to be approximately 1.5 percent of the

national income. À Survey of rural Southern Tanzania, con-

ducted by Gulliver [ 1 955:1 9-36 ] , shovrs that 50 percent of

the male migrants brought back 75 shillings in cash. These

remittances accounted for nearly 20 percent of the annual

cash needs of the area. Carter 1197021691, found from a sam-

ple of migrants' households in rural ZoIowo (Liberia), that

53 percent of them were receiving remittances. SimilarIy,

Bates and Bennet llgZg:250 I report, in the case of Kasumpa

( Zambia ) , that r oD average, migrants -wer-e receivii-rg 2A Kwa-

cha from their relatives. In the case of India, Desai's

11967t67,173J study on one village indicates that the total

remittances received represent more than two percent of the

local income. In another study of a village in India, Simon

11966t62,981 reports that the remittances represent a major
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source of non-farm income. His results show that 80 percent

of non-agriculture income and 1 3 percent of all income

earned in the village was generated from the inflow of rem-

ittances. À third study, regarding rural remitt'ances in In-

dia, was carried out by Lipton llglç2321. He found that in-

flow of remittances to twelve villages in north-west India,

represented 7 percent of ruraf income. Mohammad, Butcher and

Gotsch t19701 found, in the case of Pakistan, from a sample

of 250 migrants vrorking in the urban centres of Punjab and

Sind, that, OD average, 38 percent of monthly earned income

was remitted to the rura] areas.

The migration of the Bangladeshi workers to the Middle

East started in the mid 1970's. With the increase of mig-

rants each year, the inflow of remittances has increased

many fold since mid '1970's. From u.s. $15 million in 1975,

the inward remittances increased to U.S. $115 million in

'1979--an increase of more than 600 percent, in the period of

4 years ISwamy, 1981252]" The value of these remittances

reached 194 mill-ion U.S. dollars in 1979. Àccording to Mah-

mud and osmani t1980:91, the increase $¡as caused by the in-

crease in the st,ock of Bangladeshi migrants in the Middle

East.

Among

and the

dollars,

other Asian countries, remittance flows to Korea

Philippines in 1977 was 172 and '130 million U.S.

whereas during the same year, SFi Lanka received 12
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million U.S. dollars Ichandavarkar, 1980:36]. India, one of

the major iabour exporting countries in Asia, received 1,022

million U.S. dollars in the form of workers' remittances

ISwamy, 1981t52]. A survey of migrants workers who migrated

from rural areas of the NVIFP of Pakistan to Peshawar' esti-

mates that 19 percent of the migrants were sending money

home after coming to Peshawar. IPakistan Institute of Deve]-

opment Economics, 1977 t27 I .

The literature reviewed in this section highlights a very

visible economic consequence of outmigration, i.e., the in-

fLow of remittances towards the area of the origin. Looking

at the extent of remittances towards various labour export-

ing countries of Europe, the poor countries of the Midd1e

East, Àsia, South and Western Africa, Central and South

Amercia and South Pacific, the inflow of remittances can be

viewed as a natural outcome, resulting from migration of the

human capital. Which may imply that' among all the migrants,

irrespective of their social, economic, PoIiticaI, relig-

ious, cultural and geographical background, there exists a

common need and urge to remit money to their dependents.

However, the volume of remittances to different regions of

outmigration may fluctuate due to differences in the socio-

economic and cultural background of the migrants, their fam-

ilies and the area of migration,
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Our review, on the extent of remittances in different

parts of the world, reveals that there is no doubt that rem-

ittances are not only supporting the migrants' families by

enhancing their incomes, but also for a large number of Ia-

bour exporting countries, they represent a major source of

foreign exchange earnings. Remittances have helped consider-

ably the economies of these countries. The labour exporting

countries have been meeting a major portion of their import

requirements through remittance money. Comparing the amount

of remittances received Èo that of export earnings in some

of these countries¡ the foreign exchange in terms of remit

tances has surpussed that earned from traditional commodity

exports. In some of these countries, remittance figures have

now become a very supporting factor in their GNP estimates.

At the local level, the remittances, in most of the cases,

are a major portion of the migrant's household income.

Given that the inflow of remittances towards the area of

outmigration is a natural phenomenon, the large scale migra-

tion of Pakistani workers to the Middle East and the result-

ing inflow of remittances, which now lu" assumed the role of

a major source of foreign exchange earnings, should not ap-

pear to be an exception"
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3.1 THE CASE OF PÀKISTÀN

Although Pakistan was receiving home remittances before

the 1970's, the highest volume of remittances is attributed

to Pakist,anis working in the capital rich countries of the

Middle East. Since the large scale migration of Pakistani

workers to the Middle Eastern countries, in the early

1970's, million of dollars have been flowing into Pakistan

in the form of remittances.

The increase in the inflow of remittances was substan-

tia] , after the 1973-74 economic boom in the oiI producing

countries of the Middle East, with the opening up of numer-

ous job opportunities in the region. This increase in the

cash flow can be seen from the Table 3.1, where remittances,

which stood at $1 25 mitlion in 1972-73, had increased to

over $2.8 bilion in 1982-83.
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Table 3 " 
-l Ext.ent of Home Remittances to Pakistan

(uif f ion U.S. DoIIar )

1972-73 73-74 7e-75 75-76 76-77 77-78 78-79 79-80 80-81 8-l-82 82-83
Coun-
tr ies

M.East 34
and N.Q7)
Af r ica

Other 3
African(3)
and
As ian
Coun-
tr ies

68
(s4)

11
(e)

3
(2)
_Õ

60
(43)
-12

17
(12)
+52

54
(16)
-29

44
(13)
+47

19
(6)
+57

49
(e)
-9

s6
(10)
+29

119
(e)
+55

9
(.4)
+10

185
(s)
+24

167
(8)
+9

43
(31)
+27

83
(3s)
+93

77
(36)
+29

30
(14)
+74

214
(64)
+1 58

437
(7 6)
+1 04

4
(.6)
+19

137 2
(7e)
+25

1 678
(80)
+22

3
(1)
-15

4
(2)
+-15

938 1110
(81) (79')
+115 +17

6
(.s)
+52

77
(7)
+56

1

(

+

6
4
3

I
(.s)
+29

N.A 2400
(83)

161U. K.

N. Ame-
r ican
and
Euro-
pean
Coun-
tr ies

AI1
Other
Coun-
tr ies

150
(e)
+25

9
(7)

1

1

1

(

+
)

6
2
1

19
(e)
+54

31
(s)
+72

90
(8)
+60

46
(4)
+1 00

119
(e)
+32

153
(e)
+28

52
(4)
+21

65
(4)
+25

58
(3)
+20

Total
Remit-'
tances 125 1 39 213 334 577 1157 1397 1740 2097 2224 2560

(nemittances from the rest of the world in 1982-83 is equal to 2885)

The values in parenthesis are the percentage share in total flow of
remittances in a given year.

The values with plus (+) and minus (-) are the growth rates in a
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Source : Compiled bY the author from
Tnteinational MonetorY Fund

69

the sources provided bY
(rur), washington D.C.,

the
1 983.
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Table 3.1, shovrs a sharp increase in the flow of inward

remittances during the past several years. Remittances in-

creased from the level- of U.S. $125 million in 1972-73 to

the level of U.S. $2,885 million in 1982-83. The reason be-

hind this dramatic rise was the significant change in the

composition of the inward remittances. As seen from the ta-

ble, in 1972-73, 54 percent of the remittances were flowing

to Pakístan f rom workers in the U.K., 'while the share of

Middle Eastern and North African countries was 27 percent.

Nineteen percent of the remittances were coming from all

other countries. However, the composition changed radicalllz

by the end of 1982-83, when 83 percent of the remittances

were coming to Pakistan from the Middle East, while the

share of U.K. in the stream of remittances was reouced to

only 6 percent. The remittances from the rest of the world

were also reduced to 11 percent. The reason for the in-

creased share of remittances from the Middle East vras the

outcome of the oil income in the region during the earJ-y

1970's, which opened up nevr avenues of employment opportuni-

ties in the Middle East--promising attractive wages and

c-:--^ l-^-^s:L^ ñ.,-'ì^.:!¡^^ ÈL;^ ¡nn¡ç|"^.i+.' +lra l¡*aaIl Il¡99 ¡.relle! ¿ LÞ o I:¡.ÁIJI\r¡ Lr¡ly L¡¡¿Ð vv¡/vl Lu¡¡¡ uJ t e¡¡e !sr Yç

scale migration of the Pakistani workers generated an in-

creased flow of remittances. Starting from the level of U.S.

$34 million in 1972-73, the cash remittances to Pakistan

from the Middle East touched the level of 2400 million U.S.

dolIars, in 1982-83.
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An observation which can be made, after analysing Table

3.1, is that the growth rate of home remittances has been

slowing dov¡n after touching the peak }evel in the late

1970's. In the year 1977/78, the growth rate of overall rem-

ittances was -101 percent, while the same year satr a record

growth rate of remittances coming from the Middle East. In

1982-83, when the overall growth rate of cash remittances

was 30 percent, the growth of remittances from the Middle

East dropped to 33 percent. This figure may represent an up-

ward bias due to delinking of the Pakistan rupee with the

U;S¡ dollar in.Tanuary 1982. The trends in inflow of cash

remittances to Pakistan show that the level and extent of

inward remittances to Pakistan to a greater extent depends

upon the level of remitÈance flow coming from the Middle

Eastern countries. Àny future change in the proportion of

remittance generated from the Middle Eastern Countries wiIl

determine the overall flow of remittance to Pakistan.

3.2 CHANNELS OF REMTTTANCES

Home remittances flow into Pakistan through the official

channels of commercial banks and post offices and through

unauthorized or illegaI channels. Therefore, the official

figures do not fully capture the extent of inwa'rd remittanc-

es to the country. Remittances enter into the country in the

following three vrays: a)uigrants use official banking and

post office channels to remit their earnings to Pakistan;



72

b)WhiIe visiting home, migrants bring foreign exchange with

t,hem; and c )uigrants use inf ormal or iIlegaI channels to

remit their earnings and savin95, i.e., remittance through

Hundi system (Hundi is an illegal system of remitting money

back home, in which the migrant, while abroad, gives hard

currency to a Hundi operator and the Hundi operator's co-

parLner, oF agent in Pakistan delivers Rupees to the mig-

rant's family). Survey findings report that 86 percent of

the Pakistani migrants used the official banking channels to

remit their earnings back home. If we exclude the migrants

from NWFP, (where 34 percent of the migrants have been using

the Hundi System to remit their earnings) then the percent-

age of the other migrants, who used official channels rises

to 94 percent IGi]ani, et. aI., 1981:110-121 . A significant

portion of the remittances is brought back by the migrant,

while visiting home. It has been estimated that 27 percent

of the average inflow of workers' remittances is brought by

the migrant himself on his visit to Pakistan lGilani, et.

4. , '1981 ¡ 110-121 .

â 6 ñ^ñ ?l^?rt^ rlrl^ññÎ^t tÎ 
^ltllfìlFÎ 

cJ . J t(fJr'àÞL,,NÞ .L( LrJ I l\\t lJ¡\Va E ¡ reI rll¡ \,.rrnr]l¡:ll¡t¡e

One reason for not using the official channels for remit-

tance purposes may be the disparity between the official and

the free market rate of Pakistani rupee per U.S. dollar.

However, delinking the Pakistani rupee from the U.S. dollar

might have narrowed the disparity between the official and
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the free market, rates of the Pakistani rupee. A better ex-

change rate available in the free market or in the black

market can attract migrants to remit their earnings through

non-official channels. Some of the earnings are stated to be

transformed through unauthorized meansr Ê.9., through Hundi

operators. This channel of remittance is practiced by the

migrants from NWFP and the nearby tribal areas. The reason

may be,

the existence of a developed foreign exchange mar-
ket in the tribal areas of N9'IFP. There are well-
developed markets of smuggled foreign goods in
these ãreas. Which imply the existence of a demand
for foreign exchange by the shopkeepers. Since le-
gal restrictions,which apply to the rest of the
ðountry regarding smuggled goods' are fairly re-
Iaxed here, lt is quite likely that the major part
of the scarcity premium on imported goods is gap-
tured by the èmugglers. As such, they are in a
better Þosition to offer a premium the migrant
workers for converting the foreign currency into
rupees. tCilani, S.. 41., 1981:-110-121 -

Another reason for using Hundi as a medium of remitting

money home may be the time factor and the convenience at-

tached to this system.The Hundi operator's agent delivers

the domestic currency to the migrant's families by himself'

as soon as he receives instructions from the Hundi operator.

Tn a traditional tribal set uP,

Hundi is
tachments
the minds

employed because of its strong moral
which inspire respect and confidence
of partieê, Ieerwàiz, 1979¿6a]

at-
in
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erable proportion of the migrants

channel to remit their earnins.
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this system that a consid-

belonging to NWFP use this

which deter-

a labour im-

region. These

country, de-

in the labour

3.4 DETERMI NÀNTS OF HOME REMITTANCES

There exist various socio-economic factors

mine the leve1 and extent of remittances from

porting country to labour exporting country or

factors may differ from one country to another

pending upon the socio economic forces working

exporting and as well as in labour importing country. In the

case of PakisLan, the following factors determine the extent

of inward remittances.

3.4.1 Number of Miqrants Abroad

The inflow of home remittaces to Pakistan to a large ex-

tent depends on the total st.ock of Pakistani workers in the

Middle Eastern region and the net addition to this stock. In

a vray it also depends on the number of returnee migrants.
r !-r -: --^--l----- -:^ll-- :- !t^^ r¡:ll1^'I'ng numÐer of, l,aK] sEanI wQrKerS, eÐ[Jeç r.1rry r¡¡ LrrE ¡r¡rLr(rrE

EasL, has increased substantially during the past several

years. Our estimates show that by the end of this decade,

the number of Pakistani workers will touch the figure of 2.7

miIlion. Although this figure gives an impression of a

higher leve1 of remittances, ât the end of this decade, how-



ever, âs the number of returned migrants will

number of out migrants in 1990 (see Table 2.4\,

of remittances then may show a downward trend.
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exceed the

the inflow

much
pur-

3.4.2 Level of Savinqs Abfeed

The leve1 of savings and the propensity to save, in turn,

may determine the level and propensity to remit. Unlike Pak-

istani who migrated to U.K. or other European countries and

North America on a permanent basis, the migration to the

Midd1e East is quite distinct in nature. In the present

case the majority of the migrants have been working on a

contract basis;after the completion of their contracts they

are bound to return back. Knowing the temporary nature of

their employment and stay abroad,

Pakistani workers
time as physically
suits. IPerwaiz 197

Iabour hard to spend as
possible in income-earning
9:65I .

These migrant try to save their earnings as much as they

can. Às,

a typical short term migrant is supposed to be a
target saver, that is, the primary motive for his
emigrantion is assumed to be the accumulation of
some target amount of saving, âs quickly as possi-
bIe Iswamy, 1981: 211].

However, in case of Pakistan, these "target savers' a1so,

seem to be "target remittors". The cost of living, social

expenditures, money spent on recreation and other things do
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affect the propensity to save out of income. The majority of

the Pakistani workers in the Middle East are living in large

group accomodationsr--in most cases provided by the employ-

€tr enjoying free or subsidized meals and access to medical

facilities. In addition, strict regulations and the host

government policies to minimize the "undesirable aspects" of

importing labour i.e., the close and prolonged contacts be-

tween the indigenous population and immigrant.s, Inirks and

SincIair, 1 980:1 1 0 I , further increase the potential of the

migrants to save more out of their incomes by avoiding so-

cial and recreational expenditures. Akram I Bpsiness necora-

gg February 2, 19781, found that about 40 percent of the to-

tal earnings is in excess for Iiving and maintenance

expenditure abroad. The finding shows that during the fiscal

year 1977-78, Pakistani workers in the Middle East saved 60

percent of the total earnings. Of this they remitted 50 per-

cent of the savings in cash, whereas 17 percent of the Sav-

ings were remitted in the form of in-kind remittances. The

rest of the savings were kept by the migrant himself.

The propensity to save out of total earnings and propen-

sity to remit out of these savings vary from one occupation-

al group to another. Table 3.2, represents the average lev-

eI of earningsr Sâvings and remittances Pakistani migrant by

differnt occupational groups.
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Table 3 "2 Àverage Income,
By Occupational

Savings, and Remittances
Groups of Emigrants (1979)

( 000 nupees)

Occupat ional
Group

Income Savings Sav i ng
out of
I ncome(z)

Remittances RemÍ ttance s
out of
Sav ings
(e")

Unsk i I led
Wor ker s 40.06 31 .75 70 23.7 4

28.34

75

82
Ski Iled
Workers s3.80 34.36

Professional 117.60 86.08

Service and
CIer ical
Wor ker s 60.16 39.36

Businessman 77.92 49.21

Miscellaneous 82.50 6.25

64

73

65

63

77

s3.68

33.84

31 .94

46 .1

62

86

65

73

Source : Gilani et. âIn, 1981 z 105
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Table 3.2 shows that professional people are not only

earning the highest average income but also their propensity

to save out of these earnings is also highest. But the pro-

pensity to remit from the savings is the lowest for this

group. On the other hand, the behaviour of skilled and uns-

kiiled workers, representing 83 percent of all the occupa-

tional groups, is quite different to that of professionals.

The skilled and unskilled workers respectively, remit 82 and

75 percent of their savings to Pakistan. These figures on

remittance do not include remittance in kind. If we include

to 90 percent of the savings of majority of the workers are

being sent home. Businessmen seem to retain 30 to 40 percent

of their savings in their country of employment. This may

imply that an increase in the income leve1s of skilled and

unskilled workers will lead to a higher level of savings and

conseguently more remittance out of savings. SimiIarly any

decrease in the real vrages of these workers can adversely

affect the savings potential of these workers and this can

Iead to a ]ower level of remittances.

3"4.3 Familv and Social Ties

. There is very logical reason behind the stream of remit-

tances from Pakistani migrants in the Middle East, as out of

these migrants only 4 percent of them are accompanied with

their families, while the rest of migrants leave their fami-
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Iies behind. To support their family back home they remit a

substantial protion of their savings. Even in the case of

migrant workers having families along with then, the extend-

ed family system and social obligations force them to remit

a portion of their earnings back home. The one reason to

support the family through remittances is the fulfillment of

the sociological and psychological wants of the migrant and

his family, which worked as a push factor when reaching the

decision to migrate.

3,4.4 Period of Stay Abroad

There is a common belief in the case of international- and

internal migration that with the passage of time, when the

migrants seÈt1e down in the host country or region, the in-

flow of remittances slows'down. Though this is true for Pak-

istanis who migrated to t,he U.K., other European Countries,

and North America, in the case of present migration of Pak-

istani workers to the Middle East, this scenario may not be

true. In the present case,although during the initial
period of migrat,ion the migrants remit relatively small pro-

port.ion of their incomes or savings, once they cover the

initial cost of settling abroad and know the local expendi-

ture level, they remit more.
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Table 3.3 Migrants Average AnnuaL Remittances (a)
by Duration of Stay Abroad (1979)

Duration of Stay
Abroad (Years)

Average
Mi grant

AnnuaI
in the

Remi ttances
Group (00ORs

per
)

Less than 1

Greater than 1,
upto2

Greater than 2,
upto4

12

21

20

Greater than 4,
upto6 21

Source : Gi lani et. â1 . , 1 981 : '1 09

(a) Remittance
banking or

sent by migrant through
other channels.

cl
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TabIe 3.3, illustrates the migrantsr average annual rem-

ittances and the duration of stay abroad. It appears that

with the exception of first year of migration, migrants rem-

it a higher volume of remittances and the level of these

remittances is quite consistent over time. This implies that

in the present case, the length of stay abroad does not af-

fect the fevel of remittance from the Middle East, and mig-

rants committment to the country remains strong.

3.4.5 Restrictions on Repatriation of Earninqs

A factor which may influence the level of home remittanc-

eS concerns any restrictions imposed by the host country on

the repatriation of earnings. So f.at , most of the Middle

Eastern countries, with the exception of Libya and rraq'

have Iiberal policies with this regard. The Libyan and Iraqi

governments however have imposed certain laws, which prohib-

it the migrants to remit more than a fixed proportion of

their income. The inflow of remittances may slow down in the

future, íf other oiI rich Arab countries follow the same

kind of restrictions"

3 " 4 .6 trlaqe lete-l

The wages offered to Pakistani workers in the labour im-

porting countries determine their level of earnings and sav-

ings, which in turn determine the leve1 of remittance. In
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the early 1970's the majority of the workers were illegal

emigrants, incapable of negotiating respectable vrages

IPerwaiz, 1979¿67]. However, after streamlining the manpovrer

export procedure, there was an increase in the real vrages of

migrant workers in the labour importing countries after the

mid 1970's. These higher vrages led a to higher propensity

to save and in majority of the cases, a higher propensity to

remit (see lable 3.2). Any future decline in the real vrages

of the Pakistani workers in the Middle East can lead to an

ultimate decline in the inflow of home remittances; in the

themselves in a position "that they have smaller cash bal-

ance left to sent home". Igirks and SincIair, 1 980:1 06]

3.4.7 Exchanqe Rate

A significant economic factor which may encourage the in-

flow of home remittances through official channels, is the

exchange rate for currencies of the labour exporting coun-

tries IChandavarkar, 1990237]. The presence of a better ex-

ehange rate encourages the migrants to route their earning

through official channels. On the contrary, when the domes-

tic currency is over-valued, i.e., the official exchange

rates are not attractive, as compared with an unofficial ex-

change rate available to the migrants through iltegal meth-

ods such as Hundi, then migrants may prefer routing their

earnings through the unofficial channels in order to have

maximum returns. Before 1g82,
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the linkage of rupee with the dollar has been op-
erating to the disadvantage of remittors, inducing
them to sent their savings through Hundies and
other iIlegal channels". IPerwaiz, 1979:68].

However, the delinking of the Pakistani rupee from the U.S.

dollar in January 1982 and the introduction of a floating
free marketmay help to reduce the differential betweenrate

and official rates.

The extent to which there exists a disparity between of-

ficial and free market or between official and Hawala (b1ack

market) exchange rate is shown in the following table.



84

Table 3"4 Trend o
of Paki

f Free Market and Hawala Rate
stani Rupee per U.S. DoIIar.

Year
(March - December)

Of f ic ial
( ttarachi )

Spot
(ouuai )

Hawala
(ouuai )

197 4

197 5

197 6

1977

1978

197 9

1 980

1 981

1982
(January - March)

1 983
( august )

9.90

9.90

9.90

9.90

9.90

9.90

9.90

9.90

10.64

13.39

9.98 10.50

10.06 1 0.66

10 "17 10.87

9,82 10.46

9.80 10,23

10.27 1 0.86

9.89 10.40

10.39 11 .27

10.51 11.77

N.A N.A

Source Compiled by the author f rom the source's provided
by the IMF, Washington D.C.' 1983"
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Table 3.4 depicts that the Hawa1a rate of Pakistani rupee

per U.S. dollar is quite attractive, if vùe compare it with

official or spot exchange rate. However, if we compare the

two situations i.e., before and after the delinking, it

seems that the disparity between the official and Hawala ex-

change rate has reduced owing to the delinking effect. The

official exchange rate of Pakistani rupee per U.S. dollar

has witnessed a substantial increase in the year 1983, but

due to a lack of information about the spot and Hawala rate,

we cannot say to what extent the disparity between these

rates has been removed and to what extent this has any posi-

ti.ve impact on the level of inf ]ow of remittance, due to the

reasons reported earlier.

3.5 FUTURE FLOW OF REMITTANCES

The extent of remittances to Pakistan depends upon the

level of earnings abroad and savings generated from these

earnings. These two factors, ê5 we have seen earlier, may be

affected by the skilt composition of the migrant workers in

the total stock. Pakistani migrants vtorking in the oil rich

labour importing countries have different Ievel of annual

earnings, propensities to save and propensities to remit ac-

cording to their occupation (see Table 3.2). Hence, while

making the f uture estimat,es of the inf low of remittances ¡ !fê

have to take into account the skill composition of the mig-

rant workers in the total stock of Pakistani workers in the
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tances to Pakistan from

ing assumptions"
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the fuÈure flow of remit-

EasL, w€ make the follow-
To project

the Middle

3.5.1 ASSUMPTISN$: SCENARIO T

1 ) We maintain all assumptions, employed in projecting the

future demand for Pakistani workers in the Middle East.

2) We assume that there wiII be no change in the skill com-

position of the Pakistani migrant workers, working in the

Midd1e East, i"e., we follow a 1979 skillwise breakdown of

the migrants in the major occupational groups, estimated by

Gilani et. BÀ. , [ 1ge1 :28 ] .

3) We assume an increase in the inward remittances of 5 per-

cent per annum per migrant worker, due to rise in nominal-

vrages in the Midd1e East.

4) We follow the estimates of remittances per migrant work-

erf per annum as reported in Table 3.2"

3.5.2 METHODOLOGY AND ESTIMATION

1et us denote,

1'= UnskiIled Workers

I = Skilled wWorkers"

3 = Professional Workers.

4 = CIerical and Service !.Torkers.

g = Salesmen/nusinessmen

6 = Miscellaneous Workers.



Vfit =

Lotal

Rit =

t.
Xit =

Percentage proportion of ith group of

stock of migrant workers in year t.

Remittances sent by the ith group of

87

workers in the

workers in year

Share of ith group of workers in the total stock of

migrant workers.

St = Stock of migrant workers in the Midd1e East in year t.

Git = Per capita remittances sent by the group of workers in

year t.
It = per annum increase in the per migrant remittances from

Pakistani workers working in the Middle East.

git = Rate of growth in home remittances in year t.

It = 59o

i = 11213.......6

Moreover,

xit=wit.st
Rit=xit.Git
and

Rir+1 = xir (Gir + Gir .rr)



Table 3,5 Projection of Lhe Home Remittances

Scenario I

88

(1982 1 990)(milIion ns)

1982 1 983 1 984 1 985 1986 1987 1 988 1 989 1 990

Rir

R1 19916 22553 25617 29033 32632 36333 40060 43724 47287

R2 22665 25692 2914s 3302s 37110 41305 45s6s 49728 s3806

R4 2467 2795 3147 3576 4039 4490 4924 5390 5833

R5 3770 4268 4848 5517 6196 6877 7s66 82ss 8940

R6 2615 2969 3412 3829 4344 4834 5290 5779 6225

rotal 55965 63431 71995 81600 91800 102167 112566 122844 132925

git 13 " 34 13.50 13 "34 12.50 11 ,29 10.17 9.13 8.2
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Our projections indicates that there is no sign of an im-

mediate dramatic drop in the inflow of home remittances, in

terms of the Pakistani rupee. However, the flow of remit-

t,ances from t,he Middle East shows a downward trend after

1984, âs after 1984 the inflow of remittances is increasing

at a decreasing rate. The growth in the inflow of remittanc-

ês, which according to our projection is above 13 percent in

1983, will decline by 5 percent in -1990. Our results confirm

the common belief that a slowdown in the growth of inflow of

remittances cannot be avoided. However, there may not be a

projected period.

3.5.3 SCENARTO IÏ

Under this scenario, instead of following Èhe assumption

of fixed propotion of different categories of workers in the

stock of Pakistani workers throughout the projected period,

we assume that the composition of the migrant workers in

different occupational categories does not remain the same.

Inst,ead it changes with the passage of time. This change in

the occupational composition of the migranL workers coin-

cides with the changing demand pattern in the labour import-

ing countries of the Middle East.

Due

mies,

to

the

rapidly changing development needs of their econo-

manpovrer requirements in these countries may lead
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to a gradual slowdown in the demand for unskilled and even

skilled workers, owing to the completion of infrastructure

in t,hese countries and an ultimate end to the construction

boom. However, at the same time, there may be an upward

shift in the demand for professional and service workers.

Wit,h the expansion in the economy, there may be a tendency

towards an increased proportion of the Pakistani migrants in

the business profession. Therefore, under this scenario ex-

cept for the assumption regarding the fixed proportion of

different categories of migrant workersr wê fo1low all the

these assumptions, wê also assume that

1 )ttre share of unskilled workers in the total migrants stock

will decrease at the rate of 2 percent annually in the sub-

sequent years of the projected period.

2) The proportion of skilled workers will also show a down-

ward trend and their share decrease at a rate of 0"5 annual

percent in the subsequent years.

3) ghe share of the professional workers in the total stock

will increase by 1 percent in the subsequent years of the

projected period.

The proportion of the clerical staff wiII also increase by

0.5 percent in the subsequent years.

4) The share of the migrant workers engaged in the business

and related occupations wiIl increase by 1 percent in the

subsequent years"



5) The compostion of the migrant workers

category of "Miscellaneous Workers" wiIl

throughout the period.

working

rema i n

under

the

91

the

same



Table 3.6 Projection of the Home Remittances

Scenario II

92

(1s82 - 1990)(million ns)

1982 1 983 1984 1 985 1 986 1987 1 988 1 989 1 990

Rir

R1 19916 21 51 5 23194 24963 26520 27811 28793 29382 295s0

R2 22665 254't4 28422 31 81 0 35276 38795 42182 45438 48478

R4 2467 31 6s 3999 5024 6225 7533 8957 1 0505 1 21 85

R5 3770 4617 5663 6886 8261 9750 1137 3 1 3084 1 4881

R6 261s 2969 3412 3829 4344 4834 5290 5779 6225

rotal 55969 64666 74628 861 1 2 98456 1 1 1 488 124910 -l 385s2 152266

9ír 1 5 . 53 15.40 1 5. 38 1 4 .33 13 "23 12.03 10 .92 9.89
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From the above projection it seems that a change in the

composition of the migrants in different occupational groups

in the total stock of migrants, rây not affect the inflow of

remittances to a large extent. Under scenario II, the inflow

of remittances to Pakistan is comparatively higher than that

under scenario I. However, under scenario II, at the end of

the projected period the drop in the growth rate of the in-

flow of remittances will be sharper than in the case of

scenario I. The explanation for a higher level of remittanc-

es under scenario may be due to the fact thaL though the

low as compared to that of skilled and unskilled workers, in

absloute terms the amount remitted by professionals and the

businessmen is comparatively higher than that of unskilled

and skilled workers. That is why, even after t,he change in

the composition of different categories of migrant workers,

there is no adverse effect on the absolute value of inward

remittances. However, in this caser âs our projections show,

a possibility of rapid decline in the growth of remittances

cannot be ruled out.

On the basis of these two different scenarios, we may

conclude that a change in the occupational composition of

migrants may not affect the leve1 of inward remittances sig-

nif icant.ly. This particularly is the case in the 1980's. We

have derived this inference mainly from our assumption that

any change in the compsition of migrants occupation in a
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particular year is not going to upset the stock of Pakistani

migrants in the Middle East. We note however that any weak-

ening of our assumptions could affect the flow of remittanc-

es dramatically. The worst that could happen wouldlbe the

case where Pakistan fails to meet the challenge of a rapidly

changing pattern of manpower requirements in the Middle

East, and thus fails to maintain the net stock of Pakistani

migrants in that region,



Chapter IV

REMITTANCE SPENDTNG PATTERN IN PAKISTAN

The ways in which remittances are used determines the ex-

tent to which a region has achieved the goal of remittances-

led development. To see the extent to which the development

potential of remittances has been achieved in the case of

Pakistanr w€ need to examine the remittance spending pattern

ing behaviour in Pakistan, it is of interest to examine this
pattern in the context of the remittance spending pattern

which exists in various parts of the wor1d.

In this context, remittance inflow to Turkey have ac-

guired a special status in the country's economy, both at

the micro and at the macro level. }lhiIe these remittances

have provided solid support to the economy ín t.he form of

foreign exchange earnings, ât the same time a large number

of Turkish migrant workers' families are the net beneficiar-
ies due to higher level of income through remittance money.

How these immediate beneficiaríes utilize their remittance

income is analysed by Paine Ï1glAz114-1341, and given in the

form of the following table.

95
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Table 4.1 Migrants use of Remittance (rurkey)

eo ef Migrants

Consumer Durables

Real Estate

Clothi ng

Repayment of Debt

56

40

39

I

Marr iages

Agricultural Input

Industrial Machinery

Co-operative Investment

Industrial Partnership

5

5

7

I

3

Source: Paine;1974 ¿ 114-134
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Paine 119741, further reports that 37 percent of the rem-

ittances were spent on work related goods and 50 percent

vrere spent on consumer goods. As Table 4.1 indicates, f or a

majority of the sample migrant,s the most popular large items

purchased are consumer durables, real estate and clothing.

The money spent on the payment of old debts indicates that,

it is quite possible, in the Turkish case, that a portion of

the migrant workers financed their expenditures on migration

by taking loans from relatives or families. The above find-

ings show that the majority of the migrants were not invest-

they were using these resources for consumption purposes and

for the purchase of real estate.

In order to channel remittances towards productive in-
vestment, the Turkish government introduced various schemes

and encouraged productive investment through different ways.

The investment schemes encouraged by the Turkish government

were the joint industrial partnerships and cooperatives"

However, these schemes, initiated by the Turkish authori-
ties, did not meeL with much success. Paine 119741, con-

cludes that the basic reason behind this poor perf'ormance of

government schemes was the lack of information of the mig-

rant workers regarding profitable ventures, and their lack

of knowhow and managerial skilIs. Ànother factor working

against governmenL sponsored productive investment schemes

vra s
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the absence of a developed system of financial
intermediaries suitable for the smaII saver, com-
bined with the extremely low (or even negative)
real rates of interest which have been paid on
savings accounts, the relative failure of the spe-
cial government sponsored schemes to persuade
workers to invest in cooperatives, joint ventures,
shares or stock indicates a failure to persuade
r,¡orkers to invest at all. Since t,hese productive
investment opportunities vrere often more accessi-
ble and financially attractive than those provided
t,hrough the banking system. IPaine, 1974t134-135]

Briquet.s [1993:30 ] , while discussing the .impact of inter-
national migration within Latin America and the Caribbean,

concludes thaL remittances are used to support relatives

investments for them, Iike the purchase of land. Briquets

[1983], ruled out the possibility of any harmful nature of

remittances for the rural migrants, âs they hardly manage to

earn enough to stay above a subsistance level. In the case

of flow of the remittances from the U.S.A. to Mexico, Wiest

llgl 9:88 J reports that among internat ional migrants in

Aeuitzio, the first preference of the migrants is to spend

their remittances on housing, while their second priority is
to acquire consumer goods like furniture, televisions, cars,

pickups, 9as sioves, mattressès and expensive clothing which

is regarded as a "symbol of successrr. "Capital investment",

mainly in the form of land purchase, is again used as a sym-

bol of social status. Other authorsr ôs quoted by Sawson

t1979:13-181, found similar spending patterns among the mig-

rants and their householdsr âs Foerster 11919:455-4561 re-
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ports how remittance income from Àrgentina, Brazil and the

united States raised the standard of living in rtalian vil-

Iages. Other writers, such as Ta Chen [1940:86-117], Schap-

era llg+l: 1031 and Watson IlgZS:132-135] also report that

the families of migrants dress better and eat better because

of remitted money from abroad. Serageldin, et. âI.,

[1983¡87-8] observed a similar remittance spending pattern

in the Y.A.R. They report that:

tastes are altering to favour imported goods and a
higher standard of consumer goods in general.
Diets have changed, with imported foods being sub-

In the case of the Y.A.R., Sawson 11979:70-851 reports

that vast expenditures on housing is another way in which

emigration has improved the standard of living of the mig-

rant,s' families. Às far as urban investment is concerned,

apart from real estate, other invest,ment which captures a

bul k of remi ttances i s the establ i shment of t,he emi grant

agency" An interesting feature of remiLLanees to Yemen Arab

Republic is a large sum of money remitted through the l.iakil'

who gets commission for distributing it among the migrants'

relatives. In certain cases where remitted money is not

wanted by the migrants' families immediately, the WakiI then

invest the migrants' remíttances on any profitable project.

This provides benefit to the Wakil as weII as to the mig-

rant's family. Retail marketing of imported products and

transport is another area where the migrants' investment is

stituted for sorghum.
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grolring. Rural investment is not a popular feature and, ac-

cording to Sawson L19791, this is mainly because of the fact

that rural investment options are very limited. As a result

of this, the cities of Taiz and Sanaa are attracting the ma-

jority of the remittances, even though these cities too, do

not offer many investment opportunities to the potential in-
vestors.

Facing e similar situation of a l-ack of investment in

productive projects, the government of Jordan has introduced

a "Development Bank", intended to be a channel for trans-

forming cash balances into savings and productive invest-

ment. The introduction of this scheme is basically to stop

the flow of remittances towards the purchase of imported

consumer goods Igir¡<s and SincIair, 1980 ¡ 10a ] . The EgypLian

National P1an, 1978-82, observed that Egyptian migrants

abroad, coming back to Egypt with a lot of foreign earned

money, were directing their incomes not towards savings and

investment, but towards the consumption of luxury goods

Iseragetdin et, è1., 1983:89]. However, whether these gov-

ernment sponsored investment schemes have met the challenge

is not yet knowR.

A 1978-79 survey of different migrants' household groups

ín Bangladesh carried out by AIi et. al. [19912129-138] has

revealed the following results regarding remittance spending

pattern in Bangladesh.
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Table 4,2 Remittance Spending Pattern in Bangladesh

Expendi tures
Percentage
of Migrants

Current Consumption
(1978 1979)

Purchase of Land
(1974 75 / 1978

House Construction

79)

Rural

45

37

29

Urban

42

23

19

Consumer Ðurables

Ornaments

Repayment of Debt

Agricultural Investment

InvesLment in Business

3

3

9

4

7

2

17 18

1B

Source ; Àii, et. ai 1^^1 - I 
^ñ 

{ ôñtvÕl i t¿J-t,Jo
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Viewing the remittance spending pattern in rural as well

as in urban Bangladesh, we may conclude that a large portion

of remitted money is used to meet current consumption needs.

The use of remittances for agricultural and industrial in-

vestment is not a popular feature among the migrants' house-

holds; a considerable sum of remittance money is being spent

on the purchase of land both in the rural as well as in the

urban areas. Repayment of the earlier debts is another chan-

neL which absorbs a significant amount of remittance money.

Connell et. aI. t 1976:93-1 01 I reviewed various studies

to analyse the remittance spending pattern in the rural are-

as of outmigration. Quoting Moock 11972294), Conne1I 119761

reports that, in the case of Kenya, heavy inflow of remit-

tance towards the village of Maragoli was aimed at paying

school fees, thus stimulating further migration. However,

while a part of remittances is used to finance education in

the areas of outmigration, the bulk of remittance was spent

on home consumption"



Table 4 "3 Use
and
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of Remittances in some Regions of Rural Asia
Africa ( s" of Remittances )

Country
and
Year

Àuthor Source Home
Con-
sumpt ion

Educa-
tion

Agri-
culture
ï nvest -
ment

House Others
Bui Id-
ing

Kenya
(1972)

NigerÍa
(1e7e)

Johnson
and

whi t,e
Law

Conne I I
et. a1
[ 1 976:98 ]

96 12 4

Aedpo j i Connell-
et. al

q.'7 ç, oal I ) q ,7

* I ndia
(Punjab)
(1e80)

Obera i
and

Singh

Obera i
and

Singh
[19802236-

237 l 75 1 25

** Pakis-
tan

(w.w.F.P)
(1gt 1 -721

Mahmood,
Butcher

and
Gotsch

Mahmood,
Butcher

and
Got sch
llgt 5:15-17I 83 10

6

7 19

* The
the

** Others
soc iaI

g.: ^..-^^ ¡ ^ !L^ ^€ I n..^.1 ^l^ rl^^ ^^,^^^!ÃÂ^ ^E.l.J.9L¡J.ç;Þ À¡¡ Lt¡ç çCrÞE \/J- r L¡rCrr rur¡JCr¡.J cr!ç Lr¡g fJgr\-çrrLcrYg \,rt
migrants who spent remittance on different items.

include remittances
ceremonies.

spent on repayment of debts and
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inTab1e 4

di f ferent

3 indicates the

receiving areas

of remittance spending

Asia and Africa.
pattern

of rurai

These findings support the generally held belief that

most of the remit,ted money is spent on consumption. The fact

that more than 90 percent of the remittances is spent to

meet the consumption and household requirement,s, Ieaves very

littIe chance for remittance-Ied development in these areas.

Ca1dweIl-'s [ 1 969:1 63 ] findings show that 73 percent of

rural families used remittances to maintain the family.

geria migrants, Ahiauyo llgZ+:156-1691, concludes that, âf-

Ler meeting the basic needs, remittances flow towards con-

spicuous consumption. They are used as a means through which

the migrants can build their prestige in the community. Dus-

sauze-Ingrand 11974¿239-2571 found that among the Sarakole

in Mauritania, remittances vrere invested in the form of pur-

chase of cattle and jewellery. He concluded that remittances

vrere thus used f or the f uture security of the family.

In a Eastern Ut,ter Pardesh village in India, Simon

[1966¡242-251], noted that increased remittances had led to
increased expenditures on education among the migrants'

households. Anderson. [1972:10-11] reports a similar trend in

the case of the Philippines. Dahya 11973¿54-57 J perceived a

seguence in the remittance spending pattern among the mig-

rants' households of the Mirpur district of Pakistan. Ac-
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cording to him, remittances are first of all used to repay

old debt incurred in financing the migration. The second use

of remittances was the purchase of land and farm inputs, and

then the building of a Eakka (permanent) house made of ce-

ment. The last priority they give is to any kind of econom-

ic investment. The same sequence of remittance spending

pattern is reported by Hopper 11957 22971.

In his review of these studies, ConnelL l1g76l conctudes

that the spending of remittances shows the poverty and lack

of investment opportunities in the region from which mig-

rants come, with the result that most of the remit.tances are

consumed in daily family needs and conspicuous consumption.

A survey [Commerce, December 9, 1978] conducted in the

state of Kerala in India, reports that in_ 1977, land and

buildings which accounted for 75 percent of the average val-

ue of assets of an emigrant household were purchased through

remittance money. The survey reports that 60 percent of the

emigrants were in debt and unemployed at t,he time of migra-

Lion. After paying the old debts and meeting the immediate

---l- ^t LL- l--11-- LL- 
--:^-ir!-- ^C !L- 

-:----!-I¡eeÇt!' ()I tfie Ia¡¡lIIy, E'rle ¡rext P[ r9rJ.tre!' (Jf Lrre ¡¡r¡9r.a1r¡L5

were the purchase of länd, building and jewellery.

Baucic's study l1gl2z23-361, regarding the effects of em-

igration from Yugoslavia, reports that the largest propor-

tion of remittance is spent by migrant workers on improving

housing conditionsr âs 32 percent of the sample migrants had
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spent remittances on building, repairing or purchasing a

house. More than 48 percent of the migrants stated that the

major aim for taking employment abroad was to improve their
housing conditions. Six percent of the migrants are report-

ed to be investing their savings out of remittances in the

purchase of agricultural land, âgricultural machinery and

farm buildings. Eight percent of the migrants spent the ma-

jor portion of their savings on the purchase of motor cars.

There is no evidence in the study regarding current consump-

tion expenditures out of remittances. However, while plan-

than 6 percent of the migrants showed their plans to spend

on daily needs of life. Rempel and Lobdell 11978:333-3361,

while analysing the use made of remitt,ances in the rural-

areas of the world, reviewed various studies in this regard.

Quoting Lipton l1gz6:34-351, Rempel and Lobdell 119781 men-

tion that 90 percent of the remittances received are spent

on the purchase of consumption goods of daily use. Lipton

119761 tists four priorities of the migrants regarding the

use of remittances, in order of preference: the payment of

debts and expendiiures on educaiion oÍ t,he chiÌdren, the

purchase of consumer goods to meet daily needs, the educa-

tion of younger siblings and economic investment. Philpott

11970J, weisner 11972J and Suzukí 119641, mention the use of

remittances to finance the migration of other people. In the

case of Malawi, Boeder 11973¿aLl reports that in some cases,
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remittance money is used to purchase retail business, maize

mills, lorries and cattle. Phipps llgZgJ reports that rem-

ittance money helped many people to become large scale fish-
ermen on Lake Chitwa in Malawi. Long [19681 reports that in

the case of the Serenje District of Zambia, remittances were

used to establish farms, purchase implements and seeds, hire
Iabour or establish a non-agricultural enterprise. Goddard

119741, reports that 14 to 33 percent of respondents to sur-

veys conducted in northern Nigeria, invested remittances in

the agricultural sector. Eames 1195az22J reports that 12

dia used remittances to support agriculture. Rempel and Lob-

delt 119781 are of the view that, in most of the cases, not

much of the remittances are diverted to productive invest-
ment in the rural area contrary to Stark's 119761 argument

that inward remittances to the rural areas is a key factor
to increase agricultural productivity. They conclude that
remittances are used as an insurance premium to protect the

migrant against an uncertain future"

In the Pacific region, Connell [1980224-38], reports a

similar remittance spending pat,tern. The remittance spend-

ing pattern which emerges from the various studies reviewed

by Connell [1980] is summarized in the following table.



Tabl-e 4.4 Use of

Reg i on

RemiLtances in the South Pacific

Àuthor

108

Expendi tures

Northern Kiributi Lamberk 1975 z 2 0 Improved Hous n9, Im-
ported Consumer Goods

Western Samoa Shankman 11976 : 631 improved Housing

South Pacific Region Watters 11970 : 1351 Better Food, Housing,
Consumer Durables

EtaI atoll Truk Nason llglS z 142) Land Purchase

American and
Western Soma

Holmes 11971 : 101I tand Purchase

New Caledonia

Northern Guadalcanal
and Siwai

Choiseul- Island

Saussol 11971 2401 Land Purchase

Lasaqa 11972 z 2681

Connell 119801

Wage Payment to Farm
Workers

CattIe Project, Coconut
Plantations, Motor
VehicIe, Motor Boats

CampbeIl ViIlage Infra-StructureTonga DeBres and
[1e75]

Western Samoa Shankman
11976 : 68 70l

Tokelaus Éiopperand Huntman
[1e73]

PNc(Northern Province) Baxter llglZ : 1041

Religious Demands, viI-
Iage Infra-Structure

Religious Demands, ViI-
lage Infra-Structure

Bride Price,
Social Functions

PNP(Eastern Highlands) Hayano 11979 : 431 Bride Price

Source ; Connelt [1980 : 24 381



109

I t seems that in cert,ain cases, remittances are spent on

farm investment and on the making of village infrastructure.
However, Connell [1980] concludes from the south Pacific ex-

perience that most of the remitted money is spent on con-

spicuous consumption, essentially, due to the lack of pro-

ductive options in the rural economy, and because of the

fact that,

for most absentee migrants the actual physical
contribution and distribution of remittances is
itsel-f sufficient; productive investment (even
where opportunities are available) is rarely the
aim of remittances (especially since many migrants

19802371.

The picture which emerges from the remittance spending

patterns in various parts of the world reveals that the bulk

of remittances is used to meet current consumption demands.

This consumption demand ranged. from basic needs to conspicu-

ous consumption. À significant portion of remittances, apart

from consumption, is captured by the purchase of real es-

tater ês migrants use remittances to help the family back

home to improve their living conditions. Purchase of a new

house and buiioing or repairing of the house is a common

feature in almost aII the areas of outmigration. Migrants

perceive expenditures on housing or land as not only a form

of fut.ure security, but also a symbol of social success in

the community" In any status conscious society, it seems to

be very logicalr oD the part of migrants or their families,
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to utilize remittances in such a vray so that they can

achieve the desired social status in the society. In various

areas of outmigration, the possession of jewellery, orna-

ments and consumer durables is viewed as a symbol of suc-

cess. Sometimes migrants also use considerable amounts of

remittances to repay debts. NormaIIy these debts indicate

financing of migration through loans from friends or rel-a-

tives. Education is another area where migrants are reported

to spend remitted incomes. Productive investment in rural as

well as in urban areas attracts a very small portion of the

take the form of financial, industrial or business invest-
ment, whereas in the ruraf areas, remittances are spent on

acqui r ing seeds, f ert i I izer and f arm rnachinery. I nvest ing

remittances in the non-agriculturaL sector of the rural
economy is a rare feature in most of the rural areas of out-

migration, which may imply a lack of non-agricultural in-
vestment opportunities in the area. Investment in transport

and retail business seems to be a common feature both in the

rural as well as in the urban areas. A quite interesting
ieature which emerges from a number of cases, is the fact

that government sponsored schemes to induce migrants to in-
vest in the productive sector of the economy, were not met

with much success. The reason for this poor performance

seems to be: a lack of information to the migrants and their
families about the profitable investment projects, their
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such type of schemes, a l-ack of mana-

returns on these investment schemes.

From this discussion, we may conclude that remittances

have largely failed to contribute to productive investment

in the region of outmigration, which may generate direct
benefits to the migrants as well as to the society as a

whole. Instead, social expenditures have dominance in the

remittance-receiving areas. This typical pattern of remit-
tance spending, which prevails in most of the remittance re-
ceiving regions, poses many questions, such as: vrhy are mig-

rants and their families not utilizing remitted money to
enhance the productive capacity of the region; why are rem-

ittances channeled into conspicuous consumption and real es-

tate instead of productive investmenti is there any economic

rational-e behind the social expenditure with remitted money;

why have government sponsored schemes failed to capture the

development potential of remittances; how can remittances be

captured for productive investment.

Àpart from analysing these issues in the context of a

Þ¡l¡ie{-¡n.i ÀvñÂ-io^-o }L^ 6^1 ì^'.''Î^^ ll^^..-^l^^..:11 ^l^^rs¡ì¿ees¡¡¿ E4}/çt 4s¡¡9çt u¡¡g !V¿¿Vw¿¡!y \¡J.Þt-|.JÞÞ.|. ¡ VYI¿I Cf IÐ9

take into account the rationale for the similarities and the

dífferences which may exist in the remittance spending pat-
tern in Pakistan and that which emerges from the sLudy of

varioús remittance receiving regions of lhe worId.
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4.1 REMITTANCE SPENDING PÀTTERN

The remittance spending patLern of migrants and their
households can be explained in the context of a life cycle

hypothesis of consumption as postulated by Ando and Modi-

gliani IBranson and Litvack, 1980:186-87]. According to

this hypothesis, a typical individual has an income which is
relatively low at the beginning and at the end of his life,
when his productivity is also low. On the other hand, his

income is high during the middle of his life, when his pro-

ductivity is comparätively higher. The typical income stream

of an individual is shown in the form of curve (y), 1n Fig-
ure 4.1.

Life Cycle Hvpothesis of Consumption (Fiqure

t
-/

L. L)

.- F+ _
I/

t
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The expected life time is represented by point (r) on the

time-axis. The individual might be expected to maintain a

more or less consLant or slightly increasing level of con-

sumption throughout his Iife time. However, in our case, the

individual is following an increasing Ievel of consumption

throughout his life, âs shown in terms of curve (C). The

life cycle consumption model suggests that, in the early
years of an individual's Iife, (shaded area x), he is a net

borrower, whereas, in the middle years of his Iife, he saves

to repay the debt and provide for the life yet to come. The

individual dissaves in the later years of his Iife.

4.2 BEMTTTÀNCE SPENDTNG MODEL

In the light of the life cycle hypothesis of consumption,

the existing remittance spending pattern of the migrants and

their families can be illustrated with the help of the fol-
lowing model. Our remittance spending model represents four

stages of remittance use, which we may discuss one by one.



114

Figure 4.2 Remittanee Spending Model
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4.2.1 Fi rst Staqe

This is very simil-ar to the life cycle hypothesis of con-

sumption, in that during the early years of a person's life,
he is a net borrower. Prior Lo his departure to a foregin

country, an emigrant worker incurs substantial expenditures.

He incurs these expenditures, not only on his fare, but also

on obtaining an employment visa, passport, and completion of

other formalities. As most of the migrants come from econom-

icaIIy depressed and poor classes, such expenditures are

usually financed by the Iiquidation of existing assets,

i.e., shop, house, land, jewellery or by incurring debt from

relatives or friends. In some cases, these expenditures are

financed by taking loans aganist their assests. The first
use of remittances, oF the first stage of the remittance

spending pattern model, involves, therefore, recouping the

Iiquidated assets or clearing the debts. The first use of

remittances to regain lost assets is not surprising in a so-

ciety where people attach great value to such assets.

This stage, however, represents the situation when the

migrant borrows money to finance his migration. In that

case, Lhe segment (en) of the curve (v) represents the posi-

tion of the migrant and his family in the life cycle of con-

sumption, prior to the migraLion.
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4.2.2 Secon¡l St_egs

In the second stage of the remittance spending pattern

model, the migrant's family spends remittances on the ful-

filment of their basic needs or on essential consumption re-

quirements. This includes expenditures on adequate food,

housing, clothing, health care and other basic immediate ba-

sic requirements, which sometimes also include electricity
and water supply connection for the home.

4.2.3 Thi rd Stese

In the third stage of the remittance spending pattern

model, the bulk of the remittances is used for improvement

in the Iiving conditions and for satisfying. the pent-up de-

mands for a number of consumer goods. This stage represents

a consumption spree transcending into a consumption explo-

sion. In this stage, the family of the migrant seeks to im-

prove its social status in the community. This involves sub-

stantial expenditures on jewellery and consumer durabl-es.

These consumer durables include televisions, rêfrigerators'

air-conditioners, video cassette recorders, tape recorders,

cars, motor-cycles and the like. This stage also involves

expenditures on marriages, funerals, childbirth, and circum*

cision. Improvement and decoration of the house also come

under this stage.



117

4 "2 " 4 Four,th Staqe

Realizing that. the present migration is temporary, the

migrants pay attention towards future sources of income.

They look for investment opportunities which may provide se-

cure future returns. Hence, the fourth sLage of the remit-
tance spending pattern involves investment to secure the fu-
ture. We can categorize this investment int,o expenditures on

real estate and money spent on financial, industrial, com-

mercial, business, ãgticultural and non-agricultural sectors

of the economy. The migrants and their families spend the

bulk of remittances on real estate, which includes construc-

tion or purchase of a new house and/or a shop, or a building
for rental purposes. Purchase of land also comes under this
category. WhiIe a part of the remittances goes to real es-

tate, another portion is spent in the financial, commercial,

índustrial, and agricultural sector of the economy. In urban

areas, this investment can take in the form of the estab-

lishment of cottage and small scale industries, retail and

transport businesses, and investment in financial schemes,

In rural areas, migrants and their families may invest rem-

itted money in agricultural as well as in the non-agricul-

tural sectors" In the agricultural sector, this investment

may take the form of purchase.of farm inputs, i.e., ferti-
lizer, seeds, pesticides, and the hiring of farm workers. To

mechanize the farm operation, migrants may invest remittance

money on the purchase of farm machinery. This may lead to
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purchase of tractors, tubwel1s, wheat threshers and oth-
related agriculture machinery. The purchase of live-stock
the construction of godowns also come under this catego-

Investment in the non-agricultural sector of rural areas

usually consists of the establishment of agro-based indus-

tries, workshops and the 1ike. Construction of cold storage

facilities and investment in rural transport are the other

investment areas which can attract remittance money.

and the Iife cycle hypothesis of consumption, it follows
that it is not essential that a migrant's household neces-

sarily moves from stage one of the remittance spending pat-
tern model to stage four in a sequential manner. It i.s quite
possible that, with the inflow of home remittances, a mig-

rant's household may find himself in the second stage of the

remittance spending model, where he fulfils the basic needs

of the family, i.e., somewhere along the segment (gC) of the

curve (V) in Figure 4.1. Similarly, the mígrant's household

might start the remittance spending while they are already

in stage three or stage four of'the remittance spending mod-

eIi however, this depends on the position of the migrant's

household in the life cycle of consumption, prior to the in-
flow of remittances. If the migrant's family is receiving

the remittances, while they are in betweenr on the segment
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(nc), [see Figure 4.1], then they may end up in any of the

stages two to four of the remittance spending pattern model.

It is quite Iogical that those migrants' households already

in stage three may not need to spend remitted money on ful-
filing the basic needs and meeting current consumption

needs. A migrant's family in the range A to B, lnigure 4.1],
wiIl foIlow the remittance spending pattern model, starting
from stage one and then moving towards stage four. Another

possibility is that a migrant's household might find himself

in stage two initially, and then followíng the remittance

through stage three.

4.3 REMITTÀNCE SPENDING PATTERN: EMPIRICAL EVIDENCE

The majority of emigrants come from the poorer classes of

society. Some have to seIl off their properties or have to

borrow from friends and relatives to meet the expenses of

emigration. Therefore, their first priorities, while spend-

ing their savings from abroad, are to clear the debts, re-
purchase lost assets and provide for the rising material ex-

pectation of their families.

Findings of a survey [Rahman, 1981:68] conducted in the

rural Punjab throws light on this issue" These findings show

the purposes for which loans were taken by the intending em-

igrants before their emigration and their priorities for ex-
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pendit,ures. Although t,he purchase of agriculturaÌ land was

also a purpose for borrowing, borrowing to finance emigra-

tion was the major motivation.

Table 4.5 gives a good illustration of the findings on

the use of borrowed money.
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Household and
(e")

its use
Rupees

Average Purchase
Amount of Agri-
Borrowed/ cultural
HousehoLd Land

Purchase
of Non-
Agricul-
Lural
Land

Housing Agri- Emigration
culture
Machinery,
ï nput

Education,
Marriage

100 4.07 18.1 6.9 6.2 62.53 2 .17

Source : Rahman [1981 ¡68]
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ït is very obvious from the table that a significant por-

tion of the borrowed money is spent to finance the emigra-

tion of the migrant in the ruraL Punjab. This result has a

very striking implication: people from the rural area are

migrating inspite of the fact that they are unable to fi-

nance their emigration because of poverty. As reported by

Gilani , e!. â1. , [ 1 981 ] the migrants' household, prior to

migration, have a slightly higher average income than the

rest of the population, that is, Rs 21,000 annually, as com-

pared with Rs 20,000 for the population at large. But, keep-

originate from rural areas and approximately half of all are

unskilled labour, this may imply that a major proportion of

the migrants belong to lower income families.

There is no direct information about the proportion of

remittances which are spent by the migrants' households in

the form of repayment of debts. A 1979 survey of migrants'

households and migrants by the Pakistan Institute of Devel-

opment Economics (PIDE) offers some insight into the remit-

tance spending pattern. These survey findings support the

commonly-heId belief that a considerable portion of home

remittances goes to satisfy consumption needs. Table 4.6 re-

flects the spending pattern of home remittances.
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Table 4"6 Use of Remittances (per Migrant / per year)

Expenditure eo of Remittances

Consumpt ion

Recurring Consumption
Marriages
Consumer Durables

Sub-TotaI

Consumption Type Investment (Real Estate)

b) Improvement in Home
c) CommerciaL Real Estate
d) Agricultural Land

Sub-Total

Productive Investment / Savings

a) Agricultural Investment
b) Industrial Investment
c) Financial Investment

Sub-TotaI

Res idual

Total

)
)
)

a
b
c

57.00
2.35
2.84

62.19

2 "27
5.72
1.ss

21.68

3.30
8.21
1 .44

12,95

3.18 *

1 00.00

* The unexplained residual of the total remittance comprises
of cash balances, current account., gold, etc.

Source : Gilani, et.al,[19812144]
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[ 1 981 t144J

4.3. 1 Consumption

The survey findings show that 57 percent of the remit-

tances were spent on recurring consumption. This category of

consumption includes items such as food, fueI, electricity,

9as, transport, house-rent, clothing, shoes and other house-

hold needs. Expenditures on marriages v¡ere estimated to be 2

percent of the remittances. The expenditures on consumer

L¡LIT

expenditure on the purchase of cars, motorcycles, air-condi-
tioners, television sets, radios, tape recorders, electric
irons, rêfrigerators, sewing machines, cameras, etc.. A to-
tal of 62 percent of the remittances is being spent on con-

sumption goods.

4.3.2 Consumption Type Investment

Expenditures which give benefits to the individual inves-

tors and not to the society as such are classified as the

consumption type investment IGilani, 1 981 : 82). Expenditures

of this type include the purchase or construction of own

house, improvement of own house, expenditure on real estate,

and expenditure on health and education.
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According to the PIDE survey, the annual expenditure on

the construction or improvement of ? house works out to be

12 percent of remittances, whereas 2 percent of the remit-
tances are spent on the improvement of the house, In addi-

tion to the purchase and improvement of their ovrn house,

migrants also spent a large sum of remittances on the pur-

chase of real estate for rental and income generating pur-

poses. These expenditures on commercial real estate vlere 6

percent of the remittances. These expenditures include money

spent on the purchase of houses, flats, hotels, shops, etc..

ínto account money spent on the purchase of agricultural
land and orchards which is 2 percent of the remittances.

4.3.3 Productive Investment

These expenditures result in a net addition to society's
productive resources in the form of physical or capital
stoek. The eategory of productive investment includes agri-
cultural as well as industrial and commercial investment.

4"3.4 Aqricultural Investment

Investment in agriculture includes expenditure on agri-
cultural machinery, live stock, improvement of agricultural
land and purchase of improved agricultural inputs.
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4qricultural Machinerv; Àccording to the PIDE survey, the

amounL spent on the purchase of tractors, tubwells, and oth-

er agricultural implements was l percent of the remitt,ances.

Expenditures on Àg_Ej_ç_t¡lt_U!êl Land Improvement: These expen-

ditures include money spent on erosion control, levelling
the land, digging or paving the channels and digging of a

new well for irrigation. According to the survey findiDgs,

expenditures on the improvement of land amount to 2 percent

of the remittances.

Expenditures on Aqricultural Inputs: These expenditures in-
clude money spent on better seeds, fertilizers, modern agri-
cultural implements and the use of machinery. The amount

spent on this category works out to be less than -l percent

of t.he remi ttances .

The

mi grant

total amount spent on agricultural
in a year summed to 3 percent of the

investment per

remi ttances .

4"3.5 Industr iaI I nvestment

Industrial investment here includes t,he purchase of in-
dustriai machinery, commerciai vehicies and investment in

cottage industry. The expenditures on industrial investment

include money spent on looms, lvorkshops, welding machines,

flour miIls, grinders, etc.. Investment in cottage industry

includes purchase of looms and the establishment of textíIe
factories. In the case of investment in the transport busi-
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ness, purchase of vehicles is meant for rental purposes.

This includes the purchase of a car for taxi, pickups

(taxi ), r{agon, tractor and truck. The total amount spent on

industrial investment is I percent of the remittances.

4.3.6 Financial Investment and Savinqs

Financial investment includes the purchase of shares in

firms and investment in financiaL corporations. Investment

in finance corporations was 0.1 percent of the remittances,

whereas the amount spent on the purchase of share in firms

was 1 percent of the remittances. The total expenditure on

financial investment comes to 1 percent of the remit,tances.

Savings includes cash, time deposits, savings certificates,
prize bonds, insurance, National Investment Trust (¡lff)

units and committee (co-operative financing). The amount of

savings and financial investment worked out to be 1 percent

of the remittances.

The findings of the PIDE survey confirm that the bulk of

remittances is spent on consumption, whereas expenditures on

reai estate come next to the consumption expenoitures. The

amount spent on productive investment is small as compared

to that on consumption and on real estate. Whereas the sur-

vey findings explained the remittance spending pattern, they

also depict the migrants and their family's preferences re-
garding allocation of home remittances for various uses. Ac-
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cording to these findings, it is easy to perceive that mig-

rant,s' and their families' first preference is consumption

expenditures, which absorb more than fifty percent of the

total remittances. Comparing the figures of productive in-
vestment and consumption type investment (expenditure on

real estate), a major portion of remittances is captured by

the real estate. Savings and financiat investment come at

the last and attract a minimal sum of remittances.

Another survey

one small village
I u i lquees

in Tehsil

and Hamid,

Gujar Khan

1981 ¿14J, confined to

of district Rawalpin-

di in Pakistan, which has experienced a large scale outmi-

gration, shows that 71 percent of the investment out of rem-

ittances was channeled into the building of a nev¡ house,

whereas 15 percent of investment was carried out on l-and im-

provement. The remaining portion was spent on the purchase

of Iive-stock, which works out to be 7 percent. Renovation

of a newly constructed house or already existing house is

also a category on which migrants spend. Expenditures under

this category work out to be 5 percent of the total invest-
ment out of home remittances. The amount involved in the

construction of a new well for irrigation works out to be 2

percent of the total investment.

As far as consumption out

although there is no evidence

tances spent on consumption,

of remittances is concerned,

about the proportion of remit-

a comparison of food consump-
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however hetp us in
home remittances on

f ami ly.

emigrant and non-emigrant

determining the effect of

the consumpLion leve1 of
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household may

an inflow of

the migrant's
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TabIe 4"7 Monthly Per-Capita (adutt MaIe Equivalent) Comsumption
(weigtrt in Kilogram)

Commodities Emigrant Household Non-Emi grant Household

Meat

Ghee

Sugar

Gur

0.807

1.581

0.411

3.552

0.431

1.229

0.669

2.785

Wheat

Maize

Tea ( Ibs )

22.18

6.92

0.544

21 .128

3.807

0.362

Source : Bilquees and Hamid [1981:14]
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Table 4.7 shows that the monthly per capita income of

migrant households is higher than that of non-migrant house-

holds. Hencer wê can draw the conclusion from this finding
that, due to the inflow of home remittances, the consumption

level of the migrants' families has increased. These results
do not represent the remittance spending pattern of rural
Pakistan; however, they do throw light on the expenditure

behaviour of the migrants' families in the rural area.

A 1 980-81 survey conducted

search Council [ 1 983 :177 ], in

by Pakistan's Agricultural Re-

twel-ve wheat growing districts
of Punjab, showed that 37 percent of the farmers were re-
ceiving home remittances. The remitt,ance spending pattern

of these farmers in the wheat growing region of Punjab was

quite similar to the overall remittance spending pattern of

the count,ry, as a major portion of the remittances (63 per-

cent) were spent on consumption expenditures, whereas the

remaining portion of the remittances vras allocated between

farm investment (19 percent) and construction of a house (19

percent ) .

Ànother survey conducted by PARC I i 983 ¡i2-i3i in rhe

groundnut growing area of the Punjab, in'1982, confirms the

findings of earlier surveys. According to this survey 44

percent of the farmers were receiving remittances. Out of

these remittances, 82 percent were used by the farm families
for home consumption. The money spent on farm investment
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percent of the remittances. However,

the construction or improvement of the

5 percent, as compared to the findings

From the empirical evidence available regarding the rem-

ittance spending pattern in Pakistan, it seems that there is
no doubt that migrants' families and the migrants spend the

major portion of remittances on consumption. The consumption

side seems to be their first preference, when the migrants'

families receive remittances. Next, they spent on the con-

struction of new houses and the purchase of real estate. The

amount invested in the productive investment shows Lhat ei-
ther migrants' families are indifferent to such types of in-
vestment or there is a lack of such opportunities where they

can invest these earnings. In the light of the results ob-

tained from the empirical evidence of remittance spending

pattern, it is indeed logical to analyse the root causes,

which compel them to follow a typical spending pattern

emerging from various survey findings. The subseguent sec-

tion wiIl analyse the causes of the existing remittance

spending pattern.
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4 .4 REMT ETÀNCE SPENDI NG PATT.ERN : THE ÀNALYSIS

The empirical results show that the first two stages of

our remittance spending pattern model (see Figure 4.2), in

which the migrant first pays for the debt and provides for

the basic needs of the family, are of primary importance.

After spending their whole life under the yoke of poverty,

t,he migrant worker and his family cannot overcome the temp-

tation of a demonstration effect in their expenditures.

Therefore, after paying the debt and fulfilling basic re-
guirements, a top priority of the migrant's family is an im-

proved standard of living. This includes higher and improved

level of consumption, in which the major consumption is
food. These expenditures are coupled with remittances spent

on the purchase of consumer durables like televisions, rê-

frigerators, tape recorders, etc., âs the possession of such

consumer durables is a symbol of the upper class in the Pak-

istani society.

Although the possession of consumer durables may be among

the top priorities of the migrant's household, the PIDE

finding on the portion of remitt.ances spent on consumer du-

rable (g percent) is quite striking. Various explanations

can be provided from this finding. First, remittances spent

on consumer durables do not include the value of remittance

in kind, either as a source of income or as a part of con-

sumption. This will certainly influence the results because
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the existence of remittances in kind is IikeIy to depress

the desire to purchase such consumer goods. Second, this low

Ievel spending on consumer durables may occur because remit:

tances spent on marriages frequently consist of the purchase

of consumer durables in the form of gifts for the bride or

in the form of dowries. In the existing social set up, dow-

ries have great importance in the decision for marriages,

and normally consist of expensive consumer durables.

However, PIDE findings about remittances

er durables are considerably lower than the

spent on

f indings

consum-

of Rah-

man [198-l:56-60], which show that an average migrant house-

hold spends 11 percent of the remittances on t,he purchase of

consumer durables in the rural Punjab.

An interesting feature of the purchase of consumer dura-

ble is that sometimes migrants' households purchase these

items just for the sake of possession, and seldom use them.

This feature is especially common in rural areas. Another

reason for an increase in consumption expenditure due to the

inflow of home remittances is the fact that although the

migranL iabour abroad i s a target saver, the benef ic iary of

remitt,ances sent home may not be so. The ef fect of remit-

tances on the household is that its level of income suddenly

rises three or four fold. Given the back-Iog of unsatisfied
wants and given the demonstration effect of conspicuous con-

sumption, there is an irresitable temptation to accelerate

consumption expenditure on the part of the migrant families.
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Besides an increase in consumption expenditure, a signif-
icant portion of home remittances is spent on the purchase

of real estate for rental- and selling purposes and con-

structing a new home for the family. There are various soci-

o-economic factors involved in the decision of the migrant

and his family to invest in real- estate. In order to ex-

plain why a large amount is spent on the construction of

houses and the purchase of real estater wê must not forget

that there is a severe shortage of houses in the rural are-

âs, as well as in the urban areas. The shortage of houses in

cause of rural migration to these industrial cities. Rents

are quite high and Iiving in rented houses is quite expen-

sive. Therefore, the migrants' families, facing a housing

problem, give a high priority to the purchase or the con-

struction of a new house.

The desire to construct a new house is reinforced

social set up in the rural as well as in the urban

where possession of a house is synonymous with higher

status and is a symbol of success and prestige.

by the

areas,

soc ial

The implication of existing social standards and values

can be seen from the way migrants families construct their
houses. In a majority of the cases, the expenditures on

houses are not limited to construction of a simple house

providing the basic requirements; these expenditures result
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in an enlarged structure, designed to impress the people

living around them. It is mainly due to these extended ex-

penditures that now it is easier for a stranger to locate

the house of a migrant in a rural or urban locality. This

distinction can be made by observing the use of expensive

marble, colourful tiles often painted with designs or pic-

tures with multicolour front of the house. This pattern is

more or less alike in all of the newly constructed houses of

the migrants. Another feature which makes them distinct from

other houses is the very obvious presence of consumer dura-

more air conditioners facing the street or road, pôEking

space for a car or motorcycle and a long television antenna r

showing the presence of a television in the house.

Another feature involved in the decision of expenditure

out of remittance on real estate and the construction of a

house is the fact that migrants and their families perceive

it as a quite safe and positive investment, which can be

disposed of at a higher price at any instant of time. The

expenditure on real estate shows their concern about the

temporary nature of remittance; investment in real estate

provides them with security against future uncertainty.

In the rural areas, apart from the construction of a new

house, the purchase of agricultural land is a common fea-

ture. The motive behind this purchase is not to increase the



area under cultivatíon or raise productivity but

t,he households inf luence in rural society, since

Pakistan possession of land is directly linked

stat,us in the Iocality.

137

to increase

as in rural
with social

Although expenditures on construction and purchase of

land are a symbol of social status in Pakistani society, it
is not right to say that the migrant families or migrants

are not willing to spend remittances on other than these

items, such as purchase of shops, apartments, houses for
renting purposes reflect the concern of migrants and their
families about the future. Thereforef we may rule out the

possibility that migrants and their families are not inter-
ested in or are indifferent about their future. However,

spending of remittances on real estate, luxurious consump-

tion, and consumer durables indicates that there may exist
limited opportunities for investment in rural as weII as in
the urban areas of the country. As a result, migrants are

f orced to opt f or such a spending patt,ern. To analyse this
possibility of "social and frustrated expenditures", we have

to take into account the existing investment opportunities
(excluding real estate) available to the migrants and their
families. Here we must not forget that the majority of the

migrant workers belongs to the economically poor class.

These workers and their families are not accustomed to a

surplus in earnings, savings or investment. therefore, in-
vestment in the productive sector largely depends on the



government effort to capture

investment or to direct these

ductive uses through guiding

L ies.
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the remittances for productive

remittances towards more pro-

the migrants and their fami-

At present, the simplest and easiest investment alterna-
tive available to the remittor or his family is to hold the

remittances in a bank deposit or in specialized savings

schemes such as defence savings certificates, Khas deposit,

NIT units, etc., but this channel of investment is subject

to the high inflation rate. As long as the rate of return on

savings is greater than the rate of inflation, these invest-

ment schemes can attract remittances, but during an infla-
tionary period real- returns on savings can be negative if
invested in this vray. The remitt,ance boom in Pakistan coin-

cided with a high rate of inflation, which caused the effort
of commercial banks and other savings schemes to lose their
attractiveness. As a result, those migrants and their fami-

Iies who planned to depend on this form of savings are no

longer investing t,heir incomes from remittances on this un-

productive "productive investment".

The introduction of Zakat (an obligatory charity) on sav-

ings deposits and certificates further weakens the real val-
ue of investment into the financial investment and national

savings schemes. In fact, the combination of Zakat and in-
flation implies that almost every savings program operating
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in Pakistan yields a negative rate of return. Especially in
the rural areas, migrants' families are not excited by small

returns from the investment schemes.

The second alternative of investment available for the

remittances is that remittors or their families hold it in

the form of stock. This investment alternative not only

suffers from the draw-back that real rates of returns may be

negative, but also from the fact that the stock market does

not appear to have staged a durable cumulative recovery. In-
vestors are generally risk averse; remittors are no excep-

tion. Apart from this, the investment in the stock exchange

business is not attractive as many of t,he companies listed
on it do not pay any dividend or small dividend. Moreover,

it is hard to sell the shares in these circumstances. Mig-

rant,s read or hear about large scale swindling in national

saving organízations and banks, and feel that such invest-
menLs made by them may come to grief I Dawn, May 25, 1981].

Moreover, the potential of these companies to capture rural
remittances are very remote.

as ior industriai invest,meni, it is inoeeo iogicai to ex-

pect that Pakistani workers and their dependents should

think of using the home remittances for financing small as

well as large industrial units which may benefit the indi-
vidual by insuring him a posiLive stream of future income,

and to the society through increased output and creation of
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new job opportunities. But, so far this has not happened. It
is also logical to expect that many emigrant workers have

given thought to creating conditions for future self employ-

ment on their return, but this too, does not appear bo have

happened in any significant way. This state of affair is not

because there is a lack of motivation on the part of over-

seas workers or their dependents back home in Pakistan, but

because of the unwillingness of the government to respond to

the neþ¡ challenge. The rigid adherence to rules and regula-

tions have tended to thwart the effort of even the most po-

tent.ially successfuf emigranb workers or their fanilies Lr.r

invest remittances for the establishment of new industrial
units or sma1I enterprises in their respective area. Hence,

it is not the migrants or their families who are indifferent
to the productive investment opportunities, but the failures
of the'planners who are unable to offer any attractive in-
vestment opportunity, especially to capture the workers'

remittances, knowing that migrant workers and their families

are not able to create investment opportunities on their
ownn Moreover, what investment opportunities are available
in the in<iustriai sector are controiieo by the government

and approvaL is subject to lengthy time procedures and exas-

perating delays. These constraints are to a large extent re-

sponsible for diverting precious financial resources towards

unproductive channels.
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With reference bo agricultural investment in the country,

the PIDE survey shows that 63 percent of the migrants comes

from rural areas, which implies that the major flow of home

remittances is towards the rural areas of Pakistan. It is
Iogical to expect that these remittances may be spent on ag-

ricultural investment, leading to increased agricultural
production. Pakistan is now able to feed her own people plus

export a few important crops like wheat and rice. But still,
there is great potential to increase agricultural produce

which so far has not been achieved. As revealed by the PÀRC

survey [1983], in wheat growing districts of t.he Pun jab,

which is also an area of extensive outmigration, there ex-

ists a large gap beLween potential and actual yield per

acre. The major determinant of the yield gap is a lack of

the use of agriculturaf inputs. The presence of a yield gap

in this region where the inflow of remittances is high, in-
dicates t,hat there is a potential to increase the per acre

yield to a Iarger extent by diverting remittances towards

agricultural invesLment"

Under the given circumstances when every productive ac-

tivity is directly or indirectly controlled by the govern-

ment and subject to its approval, now we may examine the

government's role regarding utilization of remittances in

Pak i stan.
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4.5 ROLE QF THE GOVERNMENT

Àt present, approximately one out of every four rupees

has been flowing into channels which are expected to provide

a firm and independent economic base to the remittors on

their return home either as small businessman, modest indus-

trial entrepreneur, farmer or real estate dealer. This is
happening without the existence of any public policy frame-

work, Lhus showing that remittors and their families are

concerned about their future. They want to create and devel-

op suitable alternative means of income and employment at

home, which could in the first place help them to maintain

the high standard of living which they have attained through

an inflovr of remittances and secondly, provide them a vehi-
cle of social mobility and further advancement in income and

status "

Publ-ic policy which is consciously geared to these objec-

tives could achieve a lot more. But unfortunately, the or-
ganisers of public policy in Pakistan are more concerned

about the efforts to maximize the future flow of home remit-
tances. ConverseJy, noL much attention and serious thought

has been given to the idea of productive utilization of home

remittances. Às a resultr Do serious and effective effort on

the part of government has been made to devise measures

which can capture remittances for productive investment,

fulfilling the future development targets of the country.
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The exist.ing investment opportunities provided by the

government are either not attractive or access to these op-

portunities is uphiIl task due to existing bureacractic

structure of the country. Apart from this, there are very

obvious examples of government policies which, instead of

encouraging the migrants and their families to invest in the

productive sector, discourage them to take initiative in

this direction. This situation is more severe in the rural-

area. Given the socio-economic, political and cultural
structure of the rural- society, migrants and their families

apart from the purchase of land, they want to invest in the

establishment of various industrial units in the rural- area.

Investment of migrants' earnings on rural industry can have

a great impact on the development of the rural area, which

should be the target of developing country Iike Pakistan,

where 72 percent IpaXistan Economic Survey 1982-83:170] of

the population is living in the rural areas, but the idea of

non-agricultural rural investment is alien to Pakistan's

economy" In spite of bhe fact that the large scale manufac-
!---.!-- :- ñ-!-:-!-- l----l- L----:l-- ì ---^^- E- .-tuf r¡¡9 :'eC;t(.)r L¡r raÁ1!'tar¡ (lePerrcrlr IreavrJ.y 9tr rur.iJ- eireas I()r

raw material and labour supplies, industries have tended to

concentrate in large urban sectors. In fact, government

policy has been to díscourage rural industrializationi for

example, the law prohibits the location and operation of

even small cotton ginnings and rice husking mills in rural
area IChaudhry 1 981 ;50 ] .
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From the above discussion, vre may conclude that, although

there exists cerLain social factors in t,he Pakistani socie-

ty which divert a portion of home remittance towards im-

proved standard of Iiving and the purchase of real estate to
some extent, there are also some economic factors prevailing

in the economy, which force t,he migrants and their families,
in the absence of investment opportunities, to opt for so-

cial investment and large expenditures on the purchase of

real estate.

Now after observing the distribution of migrants belong-

ing to various professions and classes and the existing rem-

ittance spending in the country, it is hard to perceive that

migrant households are receiving remittances while they are

already in the third or fourth stage of the remittance

spending pattern model. Apart from this, Lhe extent of rem-

ittance spent on real estate and on different kinds of so-

cial investment in the absence of lack of productive oppor-

tunitíes mav lead us to reformulate our remittanee snendino

pattern model.
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Figure 4,3 Modified Version of Remittance Spending Pattern Model
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4.6 l,lauLFLEÐ VERSI_QN OF BEþrIlTÀNe_E SPENDTNG PATTERN MODEL

According to our modified version of remittance spending

pattern model, expenditures on consumer durables and real

estate indicate that the private as well as the public sec-

tor of the economy has failed to capture or attract the rem-

ittances towards productive industrial , fínanciaI, commer-

cial, and agricultural investment. This is partly due to a

Iack of investment opportunities available to the migrants

and their families and partly due to the existing socio-eco-

nomic set up of the society. Willingness of migrants to in-
vesi their earnings, especially in

been discouraged by the imposition

hand, the impositíon of Zakat has

and their families to invest their
which is
exempt from the Zakat and, in the

ten insulated from the destructive
l¡e11"

case of Pakistan, is of-
effect of inflation as

the financial
of Zakat,.

encouraged

earnings in

sector, has

On the other

the migrants

real estate,

Given these circumstances, when there exists a lack of

investment opportunities in the country combined with an

with indifferent attiLude of the government towards the use

of remittances by the migrant along with low rates of return

on existing investment options and the imposition of Zakat,

the migrants and their families, behaving in a quite ration-
al wây, spend the remitted money on social investment and
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the purchase of real estate. This investment not only gives

them a higher status in a status- conscious environment but

also provides Lhem an opportunity to achieve economic ends

through the social mobility. This brings them close to the

local elite, who controls and has access to economic means.

This social mobility through remittance money provides mig-

rants and their families avenues of economic opportunities,
previously available only to a smafl segment of society.

The study and analysis of the remittance spending pattern

in Pakistan indicates that this spendíng pattern is not much

different to the one which has been found in other regions

of outmigration in the worId. However, our findings contra-

dict the argument put forward by Griffin 119761 and Stark

119761 about the developmental role of remittances in the

rural areas. Griffin's argument that remittances bring tech-

nological change, support capital formation and enable the

rural farmers to invest remitted savings in the agricultural
sector has not been confirmed in the case of Pakistan. Where

even knowing the existence of a yield gap in the agricultur-
al productionr ño effort has been made to utilize remittanc-

es to bridge this gap and to support the rural economy.

Às far as non-agricultural investment in the rural areas

is conçerned, there are signs of individual efforts on the

part of migrants and Èheir families. However, considering

the volume of remittances flowing towards rural areas, there
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is no such mechanism through which migrants and their fami-

Iies can invest these remittances in t,he non-agricultural

sector of the rural economy. Due to a lack of experience and

guidance, they frequently invest the remiÈted money in those

sectors which are already crowded with business, with the

result that, instead of receiving profits from these invest-

ments, they have to face losses. This has happened in the

case of investment in the Punjab on cold st,orage, oil mi1Is,

and rural transport. InitiaIly, investment on such ventures

provided good returns but soon after, due to overcrowding in

We have seen in the case of Pakistan t,hat most of the

remittances are spent to meet daily needs as well as con-

spicuous consumption demand, which also includes the pur-

chase of consumer durables. The second major expenditures

vrere on the purchase of real estate for commercial and own

use. However, part of these expenditures were mainly due to

the severe shorLage of houses in rural and the urban areas

of Pakistan. The purchase of real estate has also been used

as security for an uncertain future and as a source of so-

cial mobility. This finding is very similar to that of other

regions of outmigrantion where possession of a house or land

is considered as symbol of social success in the community.

Remittance used for productive investment, that is, in-
vestment in the agricultural, industrial and commercial sec-
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tor of rural and urban economy, seems to be least attractive
to migrant remittances in Pakistan. This is again a phenom-

enon which has been found in other parts of the world. One

main reason put forward by many economists is the lack of

investment opportunities in the areas of outmigration. How-

ever, in the case of Pakistan, it seems to be not the only

reason, because only a class of local elite have access to

and control over the economic opportunities. The migrants

use remittances to bridge the gap between themselves and the

elite cIass, to achieve their desired economic ends. This

oping nations. This may imply that instead of using remit-
tances for their economic independence in a class society,
migrants use their earnings to become part of it and rein-
force the existing socio-economic set up. This may suggest

that:
iL is not merely a matLer of a failure to
remittances for development; they may be
prevent the change for development
1981:1s31.

use the
used to

IRempeI,

Various studies have shown that the government sponsored

schemes to attract remittances, have faiLed to produce the

desired resuLts of contributing to long term developmental

objectives. Apart from other reasons for this poor perform-

ance, one yras the ineffective planning and lack of public

conf idence in such ventures Ichandavarkar, 1 980:38 ] , which

may imply a poor performance on the part of planners to of-
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fer economically attractive returns on these schemes, and

promise security to migrants' investment. Any schemes for
productive investment which offer attractive returns with

security of their investment, and are easy to implement and

understand may attract remittance money. 1n the case of Pa-

kistanr w€ have seen there is no special treat,ment which is
given to capture remittances for productive use by the gov-

ernment. All options open for migrants to invest their
earnings are not perceived by migrants as "productive in-
vestment" due to difficult, access and complicated procedures

of such schemes and an inabitity of these schenres to provide

positive attractive returns.

Financing of education through remitted income has been

found in almost all areas of outmigration. Connell 119802271

argues that investment in education encourages the migration

of only educated people and therefore it increases the se-

Iectivity of migration. A case where people get education

to becorne "potential migrants" and in this Þray remittances

generate conditions for further remittance inflow. But this
may not be true for rural Pakistan where, ês in other parts

of the worId, though remittances do generate conditions for
further remittance, investment in education may not be con-

sidered as one of the determinants. A survey of migrant's

children shows t

a higher rate of dropout from the school, they
show little interest in education as they feel
that they are going abroad sooner or later. It is
believed that they would be working as unskilled
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trorkers, and to continue education seem to them
totally useless. This view is not of the children
only, but parents also share the view IBilquees
and Hamid, 1 981 ¡a l.

Repayment of old debts is another common feature which

Pakistani migrants share with other regions. Normally, mig-

rants undertake these loans to finance their migration. This

use of remittances contradicts the general impression that

only those people migrate who can finance the expenditures

involved. This may be mainly due to the job security and

minimum risk which is involved in the present wave of migra-

tion to the Middle East from Pakistan.

Our analysis of remittance spending pattern in Pakistan

shows t,hat following the life cycle hypothesis of consump-

tion and viewing their own position in that life cycle prior
to the migration, migrants and their families spend remit-

tances according to various stages of our remittances spend-

ing pattern model. The first use of remittances is to repay

o1d debts and to recoup liquidat,ed assets. The second stage

involves the fulfillment of the families basic needs and are

essential consumption requirements. The third stage involves

the satisfaction of pent-up demands and expenditures on con-

sumer durables and improvements in housing. The fourth stage

invol-ves expenditures on real estate, while remaining funds

may be used for productive invest,ment. In the absence of at-
tractive productive investment opportunities, according to

our modified version of the remittance spending pattern mod-
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€1, migrants are likely to choose investment in real estate

as the only attractive option. A similar remittance spend-

ing pattern is reported by Lipton 11976:34-51, Dahya

119732254-577, and Hopper llgSl 2297J, who suggest that

spending of remittance and its use follow a set seguence in

the areas of outmigration. However, these seguences of use

of remittances can only describe the spending pattern of the

migrant belonging to an area and society, homogeneous in

every respect. This may not be a realistic general assump-

tion¡ âs migrants may belong to different areas of a country

to migration--which is typical of the present migration of

Pakistani workers to the Middle East, since migrants come

from different socio-economic and cultural backgrounds rep-

resented different occupational groups. Therefore the rem-

ittance spending pattern of these migrants and their fami-

lies can only be explained with the help of the life cycle

hypothesis of consumption, where migrants and their families

spend remittance, according to their position in that Iife

cycIe,



Chapter V

CONCLUSION AND POLTCY IMPLICATIONS

In a situation where millions of people are struggling
for adequate food, proper and hygienic Iiving conditions,

employment opportunites, shelter, access to daily needs, ed-

ucation, and health facilities, the exodus of Pakistani

workers to the Middle Eastern countries and the resulting

in the history of Pakistan. The oil boom in the early 1970's

l-ed to ambitious developmental programs in the oil-rich
countries of the Middle East, the Persian/arabian GuIf and

North Africa. Due to the development programs of these new-

Iy-rich countries and their inablity to fu1fill the labour

requirements, a spontaneous demand was creat.ed for Pakistani

skilled, unskilled, and professional workers.

Pakistani workers have been migrating to these oil im-

porting rich countries, through legal as wel-1 as i1Iega1

channels. Legal channels include migration through the pub-

1ic sector (Over'seas Employment Corporation ) , and the pri-
vate sector (overseas employment promotors). Our findings

show that the majority of the migrants have been migralíng

through the private sector. This indicates the success of

the private sector, in spite of the fact that the private

1s3
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overseas employment promotors charge migrants more than ten

times the fee charged by the public sector. The main reason

for the success of the private sector in the manpower export

business is its efficient and speedy procedures, coupled

with the provision of ample job opportunities. That is vrhy

the migrant does not hesitate to meet the manpower export-

er ' s f inanc iaI requi rements.

From our analysis, vre may conclude that the World Bank

estimates of the net demand to the Middle East not only

overstate the Pakistani share in the total net demand, but

also underestimates the manpower requirement in the Middle

East. rhis suggests that any analysis based on the World

Bank estimates regarding the manpower requirements in the

Middle East may result in misleading conclusions and incor-

rect policy implications for the labour exporting countries.

We believe that the present migration of Pakistani work-

ers to the Middle East is by no means permanent in nature

and that it is vrrong to oversimplify the apparent dependency

of these labour importing countries on expatriate labour.

The demand for Paskistani workers by the Middle Eastern

countries is bound to dimini.sh with the completion of in-

frastructure and the resulting changes in the manpower re-
quirements of these countries. Our projections of the future

demand for Pakistani manpower by the Middle East reveal that

a decline in the demand for Pakistani workers is inevitable.
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We project that the demand for Pakistani workers wilI de-

cline at an increasing rate after 1985, and thg number of

returnee migrants is bound to increase after 1985. The rate

of increase of returnee migrants will be quite sharp after
the mid 1980's, with the result that the number of returnees

will exceed the number of out-migrants by the end of the

decade. However, this may not significantly affect the net

volume of the Pakistani workers in the Midd1e East, which is
expected to remain high--assuring the continuation of the

stream of home remittances.

Our findings show that the. present migration of Pakistani

workers is composed of different categories of people, rep-

resenting different professions,occupations, â9ê groups, and

classes. We hold the common belief that the majority of the

migrants are in the most productive period of their lives,
and have had some kind of employment prior to the migration.

The occupational breakdown of the migrants shows more than

80 percent of the rnigrants are production v¡orkers, of whom

half are unskilled. These are the workers who will be most

disadvantaged by any future changes in the current manpower

requirements of the Middle Eastern countries.

We conclude from our findings that the majority of the

migrants orginated from the rural areas. However, it is pos-

sible that these figures of rural migrants do not represent

the exact proportion of rural migrants in the total stock of



Pakistani workers. Some of the rural migrants as

step, move to urban centres and thereafter migrate

oil rich countries of the Midd1e East.

1s6

a first
t,o the

There is a chain of push-and-pull factors responsible for

the present movement of Pakistani workers to the Middle

Eastern region. Population pressure is also a factor push-

ing Pakistanis to migrate. Like any other third world devel-

oping country, a rapid rate of increase in the population is
causing increasing numbers of people to join the Labour

force, while the economy is already struggling to fight
against unemployment, underemployment and disguised employ-

ment. Another cause for increasing unemployment is the pre-

mature introduction of labour-saving, capital-intensive
techniques in the agricultural, industrial and business sec-

tors of the economy. Under these conditions when employment

conditions have been deteriorating, the manpower require-

ments in the Middle East work as a push as weII as a pull

f actOr f Or rrnamn'i ovad and ârìrrârcni-'l v emplOyed PakiStani

workers.

Our Íin<iings reveai- ihai wages oif ered by the empoiyers

in the labour importing countries of the Middle East have

been the main attraction, pulling the Pakistani workers on a

large scale towards that region. It has been estimated that

an average Pakistani skilled and unskilled worker ín the

Midd1e East can earn, respectively, more than three and sev-
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en times than that of one in Pakistan. These estimates may

understate these earningsr âs they do not include various

fringe benefits which the migrant receives in addition to

the nominal wage. Viewing the extent of vrage differentials
between Pakistan and the Middle East, one may conclude that

the higher vrages and fringe benefits offered by the foreign

employer are the most attractive factors influencing the de-

cision of the Pakistani workers to migrate to these coun-

tries.

The present migration of Pakistani workers to the Middle

East can also be viewed as a protest against the existing
socio economic disparities prevalent in the society. The

protest is against the class system, which values an indi-
vidual according to his social- status, economic strength and

appearance. Under the prevailing socio- economic set up of

the country, a manrs higher social status entitles him to
pursue economic benefits. This presents a Calch-27 situation
for the socially and economically disadvantaged segment of

t,he society, who exploited the employment opportunites in

the Middle East to overthrow the yoke of poverty and to

achieve a respectable position in the community. We may con-

sider the inflow of home remittances by the Pakistani work-

ers in the Middle East as their reaction against those forc-
es which have been pushing them to migrate for better living
conditions for themselves and for their families. The deci-

sion to remit money home is used by them as a tool to offset



socio-economic exploitation by the economically

priviliged class of the society.
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and socially

Our review of various studies regarding the extent of

remittances to different regions of outmigration of the

world reveals that . the inflow of remittances towards these

areas can be considered as a natural outcome of migration,

irrespective of the social, cuItural, economic and geograph-

ical background of the migrants. Similarly, if we look at

the present migration of Pakistani workers to the Middte

East, it seems that the most visible result in the present

case is the inflow of home remittances. Àt present for Ia-
bour exporting countries, the inward remittances have not

only become a source of foreign exchange earnings, in terms

of hard currencies to meet the developmental needs of the

country, but they also have increased the income of migrant

households manyfold.

If we observe the extent of remittances in the other re*

gions of outmigration, the present level of remittances to-
wards Pakistan seems to be no exception. Initially, and up

uritil the late 1960's, the remittances from Pakistani work-

ers working in the Middle Eastern countries was considerably

l-ow. However, this situation changed dramatically after the

early 1970's. This can be seen in the current volume of rem-

ittances to Pakistan, in which the share of the Middle East-

ern countries is more than 80 percent (U.S. ç2"4 bilIíon at
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1982-83 prices). The trend in the growth of remittances

shows that after the late 1970's the growth rate of remit-

tances to Pakistan has been slowing down. The main reason

for this slow progress was the sharp decline in the growth

rate of remittances generated from the Middle Eastern coun-

tries. This may indicate that the overall volume of remit-

tances to Pakistan to a large extent depends on the volume

of remittances coming from Middle Eastern countries.

The vray the present volume of remittances Ís serving the

country can be seen from the fact that while in 1972-73 rem-

ittances were 17 percent of the total- val-ue of imports, in

1981-82, 39 percent of imports were financed through remit*

tances. These remittances, âs a percentage of export earn-

ings, rose from 16.6 percent in the year 1972-73 to 88.7

percent in 1982-83. In adddition, home remittances represent

the fastest growing component of the gross national product.

Their contribution to the country's gross national product,

whi.ch was 2.2 percent in 1972-73, j.ncreased to 7 percent in

1981-82.

The channels through which the migrants sent their sav-

ings home may have deep implications for the economy. Our

findings show that, even with the presence of an attractive
rate of exchange offered by the illegal channels, a majority

of the migrants (86 percent of them) have been using the of-
ficial banking channels to remit their savings. The use of



official channels on the part

tunity for the government to

the form of hard currency to

the country.

160

of migrants provides an oppor-

channel the remitted money in

meet the development needs of

Our analysis of the present issue reveals that a realis-

tic exchange rate for the domestic currency can attract the

remitted money through the official channels, discouraging

illegaI v¡ays of remitting money. The delinking of the Pak-

istani rupee with the U.S. dollar seems to have removed the

previously existing disparity between the official and ilIe-
gal rate of exchange at least to some extent. However, the

fact that most migrants have been routing their earnings

through the official channels, even in the presence of an

attractive exchange rate offered by illegaI channels, shows

that the disparity between official and open market exchange

rates has not been posing any serious t,hreat to the level of

remittances, remitted through legal channels.

Although the rnigrants' decision to remit money to their

families is a natural consequence of outmigration, there ex-

ists a number of socio-economic factors determining the ex-

tent of remittances to the areas of migration. These factors

may differ from one region to another--explaining the varia-

tions in the socio-economic forces working in different re-

gions of outmigration. lrle believe Èhat in the case of Paki-

stan too, there are various socio-economic factors which
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have been determining the extent of home remittances. The

overall flow of remittances to a large extent depends on

such factors as the number of Pakistani workers abroad, net

addition to the number of these workers and the number of

returning migrants. From our project,ions regarding the fu-
ture flow of workers from Pakistan, we may conclude that
with a sharp increase in returning migrants at the end of

this decade, t,he growth of remitt,ances to Pakistan is bound

to decline.

We have observed that, in the case of Pakistani migrants

in the Midd1e East, these migrants are not only the 'target
remittors', but are also the 'target savers'. Their propen-

sity to remit out of these savings varies from one occupa-

tional group to another. Our findings indicate that out of

the Pakistani workers in the Midd1e East, professionals are

not only earning the highest average income, but their pro-

pensity to save out of these earnings is also the highest.

However, the propensity to remit out of these savings is the

lowest. In contrast to this, the skilled and unskilled work-

ers with a lower level of income, display a lower propensity

to save but a higher propensity to remit out of these sav-

ings" This may indicate that in the present case the extent

of remittances is largely determined by the proportion of

unskilled and skilled Pakistani workers in the net stock of

Pakistani migrant workers in the Middle East. This may sug-

gest that any sudden change in the skill composition of Pak-
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of skilled and

inward remit-

Our findings contradict a common hypothesis that the

Iength of a migrant's period of stay abroad is inversely re-

Iated to the amount remitted home. In the case of current

migration, the length of migrants' stay abroad seems to be

unrelated to their decision to remit. However, with an in-
crease in real income abroad, the possibility of a decline

in the proportion of income remitted cannot be ruled out.

From our projections based on two different scenarios, vle

conclude that a moderaLely gradual change in the skill com-

position of the migrants may not affect the leve1 of remit-

tances. This is especially the case in the 1980's, assuming

that any change in the composition of the migrant's occupa-

tional representation in a particular year is not going to

upset the net stock of Pakistani migrant workers in that

year. But any failure to meet the rapidly changing demand

requirements of the Middle Eastern countries may result in a

signi f icant <1rop in the volume of remittances.

Remittance-Ied development depends on the way remittances

are used in the region of outmigration . This may indicate

that the development potential of home remittances depends

on whether remittances can create the conditions for new em-

ployment opportunites, savings, investment, increased output
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and net addition to the country's productive capacity

leading to positive externalities for a large segment of the

nonmígrant population of the country. However¡ our study

reveals that, in the various areas of outmigration of the

world, a major portion of remittances is used to meet the

current consumption needs of the family. These consumption

needs vary from the provision of basic needs to conspicuous

consumpt ion.

A second use of remittances is the purchase of real es-

tate, which may take the form of construction or purchase of

a house, shop or commercial building, and the purchase of

agricultural land, etc. In areas where there exists a lack

of investment opportunities, the possession of real estate,
which provides secur i ty f or t,he f uture, also gives the mig-

rants and their families recognition in the community and a

respectable status in the society. Just as the possession

of a house or land is considered a symbol of social success

^^l ! --^Ll^^- ^-...: -: !^ !^ --L: ---- !L- r--.! 
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level of status in the society is the extended expenditures

on consumer durables, social ceremonies, jewellery and gar-

ments, etc. By spending large sums of money on these goods,

the migrants and their families attempt to associate them-

selves with.the upper class of the society. In some cases,

remiLtances are used to repay debts and to finance educa-

tional expenditures.
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Use of remittances for financial, industrial' commercial,

business and agricultural investment is not popular. This

is true both for the ruraL as well as the urban remittance

receiving areas. The overall picture which emerges from the

study of remittance receiving areas of the world is that

remittances have failed to contribute to the productive ca-

pacity of the areas of outmigration which can provide ben-

efits to the individual as well as to the area as a whole.

Instead, productive investment has been dominated by social

investment, in terms of extended expenditures on real es-

tate, consumer durables as weIl äs non-durables, and extrav-

agant social ceremonies.

After analysing the use of remittances in various remit-

tance receiving areas, it seems that the existing remittance

spending pattern in Pakistan is not much different from the

one which has emerged

in other parts of the world. In the case of Pakistan, more

t.han half of the remitted amount is being spent to satisfy

the basic as well as conspicuous consumption demands of the

family" Like any other remittance receiving areas, the use

of remittances for the purchase of real estate is quite pop-

ular among lhe migrants and their families. The expendi*

tures on real estate relieve the shortage of housing gener-

aIIy, and of the migrants in particular" To this extent,

they are justifiable. However, by looking at the volume of

remittances spent on the buying of real estate and the way
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the remitted money is used, it seems that the purchase of

real estate does more than solve the housing problem. These

expenditures also represent an investment in future security

and at the same time, provide a tool for social mobility in

the existing socio-economic environment where ownership of a

house or land is viewed as a sign of success and prestige in

the community. Remittances for productive investment which

may create the conditions for development in rural as well

as urban Pakistan are not popular among the migrants or

their households in either rural or urban Pakistan. Our

findings in the case of Pakistan reveal- that one reason for
non-utilization of the remittance for productive investment

is the fact that there exists a lack of investment opportu-

nities in both t,he rural as well as the urban sector of the

economy. The few opportunities for productive investment

which do exist are not designed to capture the earnings of

migrants who are unfamiliar with the idea of surplus income,

savings, or investment. Even in the case of potential mig-

rant investors, who want to invest their earnings in a way

which coincides with the development needs of the country,

their efforts are hampere<i by their inabirity to approach

that segment of the society which controls or has access to

the mode of production and economic opportunities. The main

obstacle is theír existing social sLatus, which separates

them from the economically and socially privileged class of

the society. Under these conditions, expenditures on real
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estate, coupled with remittances spent on consumer durables,

social ceremonies and improved Iiving standards, enables the

migrants and their households to reach their economic aoal

by associating themselves with the previliged class of the

soc i ety .

Migrants and their households behave in a very rational
way by hestitating to invest their earnings in available fi-
nancial or commercial investment options. These existing fi-
nancial or commercial investments bring a low or negative

rate of return because there exists a high rate of inflation
in the country. Mígrants and their families perceive invest-
ment in real estate to be quite safe, which is not only re-
warding, but in the case of Pakistan, is also free from any

adverse effect of inflation . Moreover, at a time when all
types of financial investments and savings are subjected to

Zakat according to Islamic law, real- estate is exempted from

the Zakat. This is an added feature, encouraging the mig-

rants to spend mone]' on the purchase of real estate.

In Lhe case of Pakistan, our findings support the hy-

pothesis that remittances do generate conditions for further
remittances. In the case of Pakistan, our findings show

that remittances do create conditions for further remittanc-

es but not through expendiLures on education. Indeed, mig-

rant households which are capable of financing the migration

of their children often consider education as unnecessary.
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Instead of sending their children to school for formal edu-

cation, they prefer to finance their migration abroad as

unskilled workers. Realizing the temporary nature of the

present migration movement to the Middle East, migrant

households may consider the formal schooling of their chil-
dren as waste of their "productive youth" . For them, for-
mal- education can only increase unemployment in the country,

whereas the option for going abroad as unskilled migrant

workers to the Midd1e East may bring prosperity, a higher

standard of living and desired status in the society, after
otrly a f ew years of eärnings abroad.

Another feature regarding the use of remittances in paki-

stan which emerged from our findings is the use of remitted

money to repay debts. The migrants acquire these loans to
finance their migration to the Middle East. Our finding con-

tradicts the hypothesis that it is not the poor who migrate.

Migration of the poor, in the present case, is mainly due to
the fact that rnigration to the Midd1e East through lega1

channels is without any element of financial risk, which

gives enough confidence to borrowers as well as lenders to
engage in such transactions.

Our analysis of the remittance spending pattern in paki-

stan reveals that migrants and theír households follow the

Iife cycle hypothesis of consumptíon. The spending pattern

of migrants and their households is determined by their po-
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sition in thaL life cycle. Prior to the inflow of remit-

tances following a sequential pattern, rnigrants may spend

remittances according to our remittance spending pattern

model i.e., according to their position in the life cycle of

consumption. In the light of empirical evidence regarding

the use of remittances in Pakistan, migrants and their
households may start the spending of remittance while they

are in stage one or two of our modified version of the rem-

ittance spending pattern model. Stage one and two of the

spending pattern model represent the situation where the

migration and to provide for the basic needs of the family.
The third stage of the remittance spending model indicates

that the remittance is spent to satisfy the pent up demands

' of the family. The expenditures in this stage include the

, 
purchase of consumer durables, and extended expenditures on

social ceremonies, renovation and improvement of housing and

, other expenditures on social investment.

From our findings we may conclude that, given the circum-

sLances where there exists a lack of investment opportuni-

ties in the country, an indifferent attitude of the govern-

ment towards the use of remittances I a low rate of returns

on existing investment opportunities, and an inability of

the migrants to pursue economic goals due to their low soci-
o-economic status in the society, they are forced to engage

in social investment and expenditures on real estate. This
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type of investment which provides them a secure investment

for the future, also gives them a chance to achieve economic

goals through social mobility by associating themselves with

the economically privileged class of the society. This so-

cial transformation with the help of remittances provides

the migrants and t,heir families with opportunities previous-

ly available only to a very small segment of the society.

We have observed in the case of Pakistan that remittances

are not being utilized in a manner that works as a stimulant
for the enhancement of the country's productive capacity.
Use of remittances for productive investment not only gives

the benefits to the individual migrant investors but it also

matches the development needs of the country.

The government has made no serious effort to divert this
flow of remittances t,owards productive investment, or to en-

courage the migrants and theír families to invest the remit-
tances in projects which would fulfilI the development needs

of the country and at the same time bring prosperiLy for
thousands of migrant families. At present, more remittances

mean an ael<liLion to Lhe already existing purchasing povrer

without any addition to the country's productive capacíty.

This may l-ead to an overall increase in the price level
which may create more pressure on the non-migrant segment of

the society. Àlthough our findings indicate that the bulk of

remittances is spent to meet consumption demand, it is by no
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means rat,ional to assume that aIl the consumption expendi-

tures are unproductive. Achievement of better nutrition
standards, proper and hygienic housing, health care, avail-
ability of waLer and electricity are the provisions which

coincide with the basic need approach to development. Pro-

vision of basic needs without any government help is appre-

ciable. The objection regarding the use of remittances

arises only when the expenditures go beyond the leve1 of ba-

sic needs. Unless basic needs are provided to the migrants

and their families, it is not justifiable to criticize these

expenditures, and to elrpect them to invest their earnings

elsewere.

Although remittances in kind release pressure on domestic

demand, they do not support domestic industry and thereby do

nothing to alleviate unemployment. situation. À variety of

consumer durables and other goods for domestic use is free

from import duty and allowed under personnal baggage rule.
mL^-^ ^^^l ^ -..: 
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goods have a special attraction for the migrants and their
families. On the contrary, domestic production of the same

kind of goods is subject to heavy taxes, with the result
that the domestic industry cannot compete with the interna-

tional- market. To support the domestic industry and to save

foreign exchange, the returning migrants should be allowed

to buy domestically produced consumer durables without pay-

ing any kind of sales or excise tax.
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Though Pakistan stiIl comes under the category of a poor

and developing country, the people of Pakistan are now ex-

posed to aII the comforts of durable goods, along with a

higher standard of living mainly due to the influx of remit-
tances in kind and the use of remittances which have im-

proved living standard of migrants and their households.

Now that the entire population in the urban as well as in
the rural areas have been exposed to luxury consumer dura-

bles and other imported goods of domestic use, it is too

Iate to ban the import of such goods. Such a policy could

only give support to already established markets for smug-

gled goods. The realistic policy under such conditions is to
direct the use of remittances towards the establishment of

industrial units, thereby meeting the growing demand for
these consumer durables and other imported items. With time,

after achieving economies of scale, such industries should

not onì-y satisfy the migrant's demands but a large segment

of the non-migrant population should be also able to benefit
from their production. with availibilty and easy access for
such goods, the values attached to them may lose their sig-
niiicance.

Looking at the poor performance of t.he financiaL and com*

mercial sectorr wê believe that there is an urgent need for
radical reform in these sectors of the economy. One simple

and realistic approach in this regard could be a return to
financial and commercial investment well above the prevail-
ing high rate of inflation.
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One of the handicaps faced by the migrants and their fam-

ilies is the fact that they are unfamiriar with the concepts

of surplus incomer sâvings, ot investment. They perceive

remittance income as life long savings, which they do not

want to lose by investing in those sectors of the economy in

which they do not have prior knowledge or experience. For

them, investment in real estate is an easy and secure v¡ay to
save their earnings. Under these circumstances, there is a

need to offer investment schemes which can attract the mig-

rant's remittances. At the same time there is a need to in-
form, educafe, and guide the rnigrants regarding such invest-
ment schemes. Pakistani missions working in the 1abour

importing countries of the Middre East can utilize their
services in this regard.

To fulfil long-term development objectives and to help

migrants to become progressive farmers, modern entrepre-
neurs and small businessmen, the import of industrial and

agricultural machinery needs to be encouraged by exempting

these items from import duty and by helping and supervising

their investments.

We have observed in the present case that construction of

a house seems to be the goal of every migrant. Nobody can

deny the urgency of this need. In the past several years lhe

remittance boom has been accompanied by a .construction boom

in the country. Where this construction activity has provid-
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ed housing facilities to migrants' families, it also has

boosted the construction industry in the country. The Pak-

istani construction industry is highly labour intensive and

thus has generated a large number of employment opportuni-

ties in the economy. To the extent that the construction

industry uses indigenous materials, it has provided a long

range of backward linkages in the economy. However, because

of the expenditures on imported fittings and other related

material and an emphasis on a luxurious style of construc-

tion, there is a need to streamline investment in this sec-

tor, more nearly maLcl-ring the developnrent requirements of

the economy.

Regarding the rural economyr \rê believe that the govern-

ment can best serve its interests by devising ínvestment

schemes especially designed to capture the rural remittanc-

es. Such schemes need to coincide with the overall develop-

ment strategy of the country and to match the socio-economic

aspi rat i ons of the rural mi grant s and the i r households . Sr.¡ch

investment packages wiIl provide benefits to individual mig-

rants, and at Lhe same time they will provide employment op-

portunities and a solid base for rural infrastructure.
Emergence of better Iiving conditions in lhe rural environ-
ments may reduce the population pressure from the urban cen-

tres.
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The presence of a favourable investment climate is es-

sential to route the remittances towards industrial, commer-

cial, business and agricultural investmenL in the country.

Rapid changes in the institutional- framework may affect the

migrants' decision to invest in the above sectors of the

economy. The large scale nationalization of the smaIl, medi-

uß, and large scale industrial units in the early 1970's has

discouraged many potential migrants from private investment

in the industrial sector. Even the poricies of de-nationari-
zation, pursued in late 1970's and early 1980's díd not meet

much success¡ mzrinly due to t.he uncerLaín future of these

reforms. In these conditions, without providing future se-

curity to the migrants in exchange for their hard earned

earnings, it is irrational to expect them to invest in the

insecure sectors of the economy. Any policy or reform in
this regard must take into account the socio-economic ambi-

tions of the migrants and their families. An investment

strategy which is not perceived by the migrants or their
families as a true reward of their hard earned money will
not meet with much success,

There is also need for radical changes in Lhe present

bureacractic struct,ure of the country. Migrants are discour-
aged by the lengthy procedures set up by the bureacracy in

every fierd of 1ífe. Any investment attempt by t,he potential
migrants is frustrated by their inablity to conform with re-
quirements and formarities. Every effort should be made to
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facilitate the migrants investment by simplifying the proce-

dures.

We believe that the problem is not only the productive

use of remittances but also that of absorbing the influx of

returnee migrants, when the capiacity of the country to re-
absorb the migrant workers is uncert,ain. I t is now time to
reconsider the long term implicaLions of manpower export and

reliance on remittances. À change in the present strategy
must be made if the country has to avoid the repercussions

in the domestic economy resulting from the migrant workers

returning home without opportunites for further progress. We

believe thet in t,he long run, there is need to follow poli-
cies which would bring a shift from the export of labour to
the export of labour-intensive goods from Pakistan.
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1947 -48

1948-49

1949-50

1 950-s1

1 9s1 -52

1 9s2-s3

1 953-54

1 954-55

1 955-56

1 9s6-57

I y5 /-bu

1 958-59

1 959-60

1960-61

APPENDIX 1

External- Trade

Imports Exports

318.8 443.9

117 6 .8 542 .4

912.2 535.1

11 67 .1 1342.5

1473 .9 921 .9

1017.3 867.4

824.3 641 .0

783.0 491.4

964.5 742.4

1s16.0 698.2

i3i4"3 433.6

1 024 .6 444 ,4

1 805.7 763.1

2173.2 540.2
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(¡qif lion Rs. )

Balance

+125.1

-634 .4

-377.1

+175 .4

-s52.0

-149 .9

-183.3

-291 .6

-222.1

-817.8

-880.7

-580.2

-1042.6

-1 633.0

1961 -62 2236.3 542.9 -1693.4



1962-63

1963-64

1964-65

1 965-66

1 966-67

1967 -68

1 968-69

1969-7 0

1970-71

1971-72

1972-73

1973-74

1974*75

4 
^-Pt>tc-tÞ

197 6-77

1977-78

1978-79

2800.1

2981.6

367 2 .4

2880.3

3625.7

3327 .2

3046.6

3285.1

3602 .4

3495 .4

8398.3

13479.2

20925.0

2Aî*65 "3

23012.2

27814.7

36388. 1

998.-l

1075.0

1 
-139.6

1203.6

1297 .3

1644.8

1699.9

1 608.6

1 998 .4

3371,4

855-l .2

10161 .2

1 0286.3

I I ¿5¿.y

11293.9

12980.4

16925.0

177

-1 802.0

-1906"6

-2532 "8

-167 6 .7

-2328 .4

-1 682 .4

-1346 .7

-167 6.5

-1 604.0

-124.0

+152.9

-321 8.0

-1 0638.7

-9212.4

-117 1 9.3

-14834.3

-19463.1

1979-80 46929.1 23410 "1 -2351 9.0
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1 980-81 53543.7 29279.5 -24264.2

1981 -82 59481 .3 26269.9 -33211.4

Source : Pakistan Economic Survey [1982-83 : 150]
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