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INTRODUCTION

Migration is!a topic which has recently géneratéd a lot of
Kintérest in government and acadefmic circles in different parts of
\the‘world. Books, articles in journals, news-papers feaéufés; and
éffiC{al and unofflcial reports are appearing on this subject. However,
all of them complain about the scarcity of empirical data.. This is true
for Pa&istan as well as for other labour-exportxng countries% D;s-
qussiops and‘argumenté on the cost-benefi; of miéra£ion reach a dead-

end in the face of scanty empirical evidehce.

WithithiS'background,-the study of the International Migration
Project can claim to be the first empiricél':eseafch on thé coét—bénefit
analysis of labour emigration. It drawa on original data collected
through intérviéws of more than 15000 statistiqally selected migrant
workeré aﬁd theirvfamilie#g_fThese.migrant workers were interviewed at :
thg’three_interngtional éirpqrts of Pakistan and a sub-sample of their
families Qés traced to approximately 250 villages and 50 towns and cities.
This unlque effs*t has not yet been attempted by other labour-exporting
countrzes.

It is hoped that this sfudy, ih‘additiop.to'mhking cost-benefit
estimates of Pakistahi emigration, will provide a cdmp:ehepsivé empirical
base fo; thé analysis of the general phenomenon of international labour
-migration; Alsd, by intensively'analjéimg the situation of|ong'cguntry,.

this study may contribute to the theory of intgrnational-migfation and

S

The most recent example is an article by Anand Chandavarker published
in Finance and Development (June 1980) in which the author makes reépeated
complaints about absence of reliable data.

o



methodology for analysing various aspects of it from which future

studies in other parts of the world can benefit.

The immediate use of this study would, however, be for the
policy-makers deaiing,withkissues related to migration. This study,
for the first time, has provided reliable estimates of the very essen-
tials ef policy-making, like the numberlof Pakistanis working in the

1Middie East, the volume and pattern of remittances and the purépses
for which they are used. Likewise, the study'has generated ertensive
data on a broad range of subjects‘dealing with emigration and miérants'
behaviour. We are confident that the immediate research requirements
of ‘most pollcy—makers dealing with issues relating to mlgratlon can be

met either by this study itself or by further analysis of its data.

’

The,present-volume is the first part of the Report of the
International Migration Project of the Pakistén Institute of Develepment
Econdmics. The second part, which deals with the cost-beneflt calcula-
tlons, is belng publlshed ceparatcly. The table of contents for that

volume is given at the end, of this Report.

The first chaptertof this Report deals with the volume of ﬁigra-;
tion and makes an estimate of the total number of Pakistanis worﬁihg in
the Middle East.

Chepter 2 . describes the eccupational composition of migrant
workers and the existingllabour market conditions in the eountry. In
Chapter 3 an attempt is made to assess the 1mpact of labour emlgratlon

on domestlc wages and output. Chapter 4 deals w1th the costs of training

which would be necessary to replace the migrant workers in various skills.

(x1)



In the next three chapters we discuss the money and goods
sent by emigrants to their families in Pakistan atd the manner in
which they are used by their families. Chepter 5 lays out some of
the issues relating to the classiflcation of data and their analysis.
In Chapter 6 we present our estimates- of the volume of remittances and
try to identify the ohannels used by emigrants to transmit those remitt-
ancez home. In the final chapter of this report, we have analysed how

the money coming in is being utilized by the migration households

(xid)



CHAPTER 1

THE KUMRER OF PAKISTAKI MIGRANTS
- I THE MIDDLE EAST



To count a sedentary population is difficult enough, to enumerate
persons who keep'movxng in and out of a given area is infinitely more so.,
That is why few countries. Pakistan included among them, can boast of a .
reliable count of their nationals living abroad. 1In this exercise, an

attemptiis‘nade to estimate as correctly as possible the number of

Pakistanis working in the Middle East.

The nmmber of such migrants in any given axea at any given time.
‘can be estimatod either by adding up the annual outflows of the migrants
to that area‘up-to the ‘time of the exercise, presuming, of course,/thet
records of annual outflows have been carefully maintained, or by |

4organizing a reliable count of the migrants present in that area at that,

'particular time. N - \ :, - ///
 For Pakistani migrants, the ma;or source of data ior the first j
method.is the Bureau of Emigration and Overseas Employment (BEOE) . A

second source can be the traffic data provided by the Pdkistan Interna5

l A

tional Airlines (PIA) and other passcngFr carriers.

The second method implies a census ;T‘a sample survey to obtain an
estimate of the number of migrants. ThiS\fensus or sample survey can be’
conducted .in the home country or in the h St country. The major source’
vof data for a* sample survey in the home coPntry (Pakistan): prov1ding
the number of migrants is the Pakistan Institute of Public Opinion (PIPO),’
a _private market-research drganization whiéh conducts nation-Wide
quarterly surveys. The major source of dath on the number of Pakistanis '
‘ oollected througn census/surveys (or their rking equivalents) in the
hqst countries is the Wbrk Bank EMENA-DED st%dy. The host country infor-
mation is also available from an’ estimate pr&vided by Pakistani

i

diplomatic missions abroad to the Ministry of' Manpower. In Table 1 we llst

the five different ‘sources mentioned above and evaluate their suitability



Table

1

© 2N EVALUATION OF DIFFERENT METHODS OF ESTIMATING THE NUMBER OF MIGRANTS

Method

Flow Method

Data Sources Period

Estimate of

Migrants

Covered
Bureau of Emigration 1971-79
and Overseas Employment

Source: Pakistan. Ministry
of Labour and Manpower.
Emigration Statistics of
Pakistani.Marnpower .
Is%pmabad. 1980.

489,696

Evaluation

Until October, 1977, the data exclude
all migrants who obtained visas directly,

* i.e. neither through the Government nor

through a licensed recruiting agent. .
Since migration by direct vigas is vexry
substantial (in the Bureau data it is
142,363 between October 1977 and
December 1979, or approximately 80,000

" per year), the Bureau's estimate is

considerably below the actual number.

" Purthermore, the Bureau data exclude

all 1llega1 migrants.

If we add up annual averages of

© 80,000 migrants for the period begin-~

ning in 1973 up to 1978, when direot.
visa migrants began to be registered

_ by the Bureau, it would mean an addi-

tion of 480,000 persons. Adding 20%
of this number as illegal migrants
would bring the total to approxxmately
1.2 million.

Air Traffic Date 197778

Source: Abbas and Tarigq
Javed, "BEstimation of Volume
of Emigration from Air )
Traffic Data®, International
Migration Project Monograph
—~N6. 1, 1980. (mimeo)

P

. //

L

/ ////
}/

Variant 1:703,836

Variant IT:1041,863

Firstly, the data exclude mlgrants who
left the country by land ox sea route.
Secondly, it does not differentiate

between the passengers who are leaving
for the first time and those who were
visiting homas on temporary visit. The

' estimates are based on 'informed
judgement' about themfreqaency'ulth_,/f—*”"ﬂ

which migrant workers visit home. The
results are highly sensitive to this

julgement which is arrived at without

rmch scientific basis.



Stock Method

Pak1stan,Inst1tute~o£~£ub11c © Up to
Opinian : _ - 1879

~—
-

Source: The' as-yet-unpublished
data on the subject, kindly
provided by the PIPQ, which ,
had collected them in surveys ™.
of Pakistani households.

1,250,000 The PIPO nation-wide survey used the
Labour- Force Survey sample. It esti- .
SR mated the number of migrants on the -

T e hasipg-of--information provided by migx&ﬂt

households. It is the clesest to a |
census of migrant work force”condncta#
in the home country. .

It is the ohly method among the ones°,
‘available to us which can capture the
number of both legal and illegal mig-
rants, because it sought information
from the household which was not obliged
to make this distinction, as it was
simply asked: "How many people from
this household are working Abroad and

where?" , -

et

L

) World Bank ‘ . . Stock

up to
1975

205,800 The flgures provided by EMENA—&ED do
not mention either the source or the
method by which its estimates were .
made. We can presume that the informa-

- tion was collected from official
documents of the labour-importing count~’
ries and dlscu331ons with their ’
officials.

Alternatively, another source for this
estimate could be the official figures
provided by Pakistani Government '
sources, namely, Bureau of Emigration,
which for the same period (up te 1975)
quotes a figure of 230,077 . In that
case the incomplete character of Bureau
data mentioned above is equally
applicable to EMENA-DED.

R



Stock Method

Pakistan.Inst1tute~o£~2ub11c "Up to
Opinian o .. 1879

Source: The' as-yet-unpublished
data on the subject, kindly
provided by the PIPO, which

had collected them in surveys ™.
of Pakistani households.

1,250,000

The PIPO nation-wide survey used the
Labour Force Survey sample. It esti- .

E— mated the number of migrants on the .
S e . basis-of--infoxmation provided by migrant

households. It is the-ciesest to a Co
census of migrant work force“conducta¢
in the home country. .

It is the only method among the ones .
available to us which can capture the
number of both legal and illegal mig-
rants, because it sought information
from the household which was not obliged
to make this distinction, as it was
simply asked: "How many people from
this household are working Abroad and

where?” -
. ‘[ ,44,

) WOfid Bank

Stock
up to
1975

The flgures prov1ded by- EMEHA—DED do

“not mention either the source or the

method by which its estimates were

made, We can presume that the informa-
- tion was collected from official
documents of the labour-importing count—‘
ries and dlscuss1ons with their
officials.

205,800

Alternatively, another source for this
estimate could be the official figures
provided by Pakistani Government ' -
sources, namely, Bureau of Emigration,
which for the same period (up te 1975)
quotes a figure of 230,077 . In that
case the incomplete character of Bureau
data mentioned above is equally
applicahle to EMENA-DED.
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Jource: EMENA-DED Data on migrant

population in labour-importing
courtries

Ei;ENA-DED study is conducted by the

werled Bank in selected labour-

importing countries of the Middle

Last. The data were provided to

us py the World Bank.

Both the possible sources for
EMENA-DED information greatly under-
estimate the total number of foreignm,
workers, for reasons of policy or

" lack of knowledge.

Nevertheless, unless the method and
source of the EMENA-DED estimate is
articulated,it is not possible to
meaningfully evaluate it. -~

Miaistry of wabour and Manpowet

Source: Dat: based on reports
by Foreign l}issions in
labour-impoxrting countries.

Discussions with relevant
c€ficials

Up to 1,120,000

1979

This is an inforied judgement by
labour attaches inh the Middle

Eastern countries.\ Since the labour -’

attaches are intimately involved
with the issue, they.are likely to
have fairly accurate information.

However, there is no scientific

_basis for these judgements.



Since the PIPO survey data are based on the most reliable method,
‘we have decided to use this method to estimate the number of Pakistani

‘-migrant,workers in the Middle East.

Given the shortcomings’in the”published data on the flow ;f
migration; it is clear that objective estimates could only be made on
the basis ﬁf_some»réliabla demographic survey -which collects ihforﬁation
on the numbéf of emigrant workeré. The Pakistan Institute of Public |

Opinion (PiPO)‘collected precisely such infoxmation in two surVeys
éonduétgd in October 1979 and January 1980. The surveys were conducted
at a total of 175 locations spread all over thefcountfy.(and different
for aifferent surveys). The complete sample'deéign is baéed ﬁpon that
adopted by the Statistics Division, Government of Pakistan, fof their
1abour force surveys. The rellabillty of the PIPO surveys can,

i therefore, be considered comparable with that of the Labour Force Survey
The sample 1ocations are d1v1ded 1nto urban and rural areas on the basis
of the deflnitlons adopted by the Statistics Di v1s1on The 1nformatloq

collected by PIPO in these two surveys is given in Table 2.

Table 2

PIPO Survey Results on the
Number of Migrants

Description : Location Symbol October January(1979)

S ' Co (1978) survey
survey :

Percentage of hodseholds in the Rural ‘Pr= 9.8 - ‘ 8.7

sample having at least one T ' . .

member working abroad o Urban Py 15.1°  16.6

Average number of migrant mem- Rural f m »1.57 1.63

bers abroad per household in the . . B . '

sample - _ ~ Urban ° m, l.46 . 1.59

' Average is taken only for those households who lndicated that at least
one of their meMbers was working abroad.



Since the estimates from the two surveys differ, this requires a
test of significance. For this purpose we use the estimate of the
standard error of the difference between the two values for each sub-

group. Table 3 summarises the position:

Table 3

Test of Significance of Differente Between
the Results of Two PIPO Surveys

: Estimated Value Standard Error of the
Parameter . October January Difference difference
L :‘ 9.8 8.7 1.1 4.5
P, 15.1 16.6 -1.5 | 4.9
mr. | 1.57 1.63 -0.06 E 0.185
m T l.46 1.59 -0.13 .. 0.130

The difference in estimates for all the pa?ameter valﬁes lies well
within one standard error of‘the variaﬂle, and i;&not significantly
different from zerdl. As such, we can use the arithmetical average of the
two estimates for computation of the total volume of mlgratlon. Keeping '
in view the sampling error, we have constructed 95% confidence .intervals

on these parameters which can provide upper and lower pounds on the

computed volume of migration.

1It may be noted here that due to the high rate of emigration from
Pakistan, we may expect a slight increase in parameter values for January
80 over those for Octcber 79. The data appear to be consistent with this
expectation, in so far as 3 out of 4 parameters do register an increase,
while in the case of the fourth parameter, the decline is not statistica-
lly significant. '



METHODOLOGY
‘ The method for the estlmatlon ‘of the total number of migrants is
fstraightfbrwerd. The following formula is used, in whlch the subscripts

'z' and 'u' stand for rural and urban

M= M+ M
X .ua
="M .'p H_+m .P_.H
r u uu,
o, Mo M = Number of migrants
H, H' = Number of households '
P is the percentage of households in the
sample having.at least one member working

abroad and m is the average number of
migrants per household in the sample.

However, in ofder to use this formula, we need an estimate of the

’total number of rural and urban households in the country. From the

1971 population, census and its pro;ectlons, we do have estimates of
rural and urban Populations. We decxded‘to use these figures along

with estlmates of average hounisold sile in deriving household estimates.
The prOJected flgures for the total rural and urban p0pulatlons in 1979- .
80 are 57. 5 mlllion and 22 7 mllllon respectlvely Unfortunately, there
are many estimates Of household size, all of which differ from each other.

We have the following three figures:

s

Source - - ' . ' . Household Size
. Stetistics Division: Household Economic ' .
' and Demographic Survey B . “ 5.2
2.  PIPO Surveys 1979-80 | ' | 7.8
3. International Migrati&n Project sample
survey of Migrant households; March 1980 8.5

We have decided’tokadopt the figure of 7;84frcm the PIPO survey

because of the following reasons:



1. Casual observation indicates that the HED figure of 5.2,
despite the respectablllty of its source, is unreasonably:

low for Pakistan.

2. The estimate of 7.8 is closer to the figure 8.5 family size
obtained from the survey of migrant households in the Inter-

national Migration Project.

3. The estimatec was obtained in the same survey in which PIPO

collected the information on migrants.

In order to be

consistent, it was considered reasonable:to use Yoth figures

from the same data source.

~

We chould observe here that the final estimate of the number of "

migrants is directly related to the estimate of household size we cheose

to adopt.

regarding this figure.

As such, the results are quite sensitive to our assumptions’

the number of migrapnts wculd have increased by 55%.

P

Were we to adopt the HED figure, our estimate of.

The calculation of the number of migrants is now straightforward

and is presented in Table 4.

Table 4

Calculation of the Number of Migrants

As %. of Total.

63.1% 36.3&af

Parameter Symbol Rural Urban Total

1. Percentage of household ih the sample P 9.3%  15,0% -
having at least one member working - :
abroad

2, Average number of migrant members per m 1.60% ~ 1.49* -
household .

3. Estimated houschold size 7.6 8.1 7.8

4. Total Population 1979-80 (millions) n 57.5 22,7  80.2

5. Estimated Number of Households (H=n/s) H 5.57 2.80 10.3 4
in millions f:‘;

6. Estimated Number of Migrants (M=m. p.H) koo 2
in millions

Total M 1.13 0.66

* Average figure from the two household surveys.

‘7. 95% confidence interval for the number ,’i
of migrants: fﬂ;$5
Lower limit: - 1% I 1.32
Upper limit: - %1.40 ;‘6.80 2.20



.ﬁere it is worth mentionihg that the rural-urban distributiOn of
the sample of migrant households selected for the International Migration
;Prcject is different from the 63-37 ratio obtained here. This difference
arose because in order to save costs fewer interviews were conducted in
the rural areas than in the urban. Already the rural respondents were
-\tracked in approximately 250 villages. Additional rural interviewing
would have been extremely expensive. In order to deal with this dis-
crepancy,‘thé analysis of the project data has been done separately fer '
rural and urban areas, wherever possible. We have also devised 2
‘,weightiné scheme whieh can correet this and ether biasee introduced by
the sampling methodology.r‘xts application hae, however, been postponed

for .subsequent analysis.

Prov1ncza1 Composztlon
The PIPO ‘data also prov1de 51milar 1nformation ‘on the prov1nc1a1
compesition2 and country of destination'of the migrants. ‘The previnc;al

breakdown is as follows:

2These estimates however exclude emigrants from the following regions of
‘the country because of the exclusion of these regions from the sample
design of the PIPO.

1. Azad Kaghmir :
2. Malakand Division in the NWFP
3 Federally Administered Tribal Areas

-The ‘exclusion of the emigrants from these regions, however, is not
expected to affect substantially the estimated total number of emigrants
due to the relatively small size of the population involved
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Table 5

Provincial Composition of Migrants

, (Numbers in Millions)
Rural Area Migrants Urban Area Migrants Total Migrants

Provinces Number As Percent Number As Percent Number As Percent

v : "of total of total of total
Rural ' Urban Migrants
. Migrants Migrants

Punjab  0.83 73.6 0.43 64.7 1.26  70.4

Sind . 0.10 9.2 ©0.15  22.9 ~0.25 14.0

NWFP 0.16 14.1 0.05 7.8 0.21  11.7

Baluchistan ~ 0.04 3.1 0.03 4.6 ' 0.07 3.9
Total . . ~1.13 100.00 0.66 100.00 1.79 100.00

Countty of Destination

The above estimation of emigration refers to all those who are abroad
irrespective of the countries they_miérated to. The Intérnatipnal Migration
Project is, however, concerned with the emigration té the Middle East oﬂly.
.The PIPO survey indicated the destinatiopbéf'emigration also. Tabie 6 gives
the distribution of Pakistani miqrants (by'ﬁheir rural and urban origin) in ‘
the Middle East in terms of»ﬁoth numbers and perbentéges. ‘similar informa-

tion has also been provided for the rest of the world as a whole.

- Table 6

Estimated Number of Pakistani Migrants in Middle Eastérn Countries

(Numbers in Millions)
Rural Area Migrants Urban Area Migrants All Pakistani Migrants

Countries/Area Number As % of All Number As % of All Number As & of All
‘ : Rural Area : = Urban Area - Pakistani
) Migrants  Migrants Migrants
Saudi Arabia - 0.446 39.5 0.162 24.6 © 0.608  34.0
United Arab Emirates 0.236 20.9 0.122 18.5 0.358 20.0
Other Middle East ' ’ ~ ’
Countries 0.158 4.0  .0.122 18.5 " 0.280 15.6
Total Middle Bast  0.840 74.4 0.406  61.6 1.246 69.6
all Other Countries 0.289 25.6 0.255 _ 38.4 0.544 30.4
Grant Total 1.122° 100.00 0.661 100.00 "1.790  100.00

Thus we estimate that there are approximately 1.25 million Pakistani
workers in the Middle East. '



CHAPTER 2

GCCUPATIONAL -COMPCSITION OF MIGRANTS AND
| THE~EXISTING-LABOURfMARKET CONDITIONS
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. I. LABOUR SUPPLY AND DEMAND SITUATION IN PAKISTAN , -

,‘ihe‘availsble data on labour supply end demani ase'verfascaptfik
ahd imp:eciset The only source ot statistics on the ehpldyﬁeht sitdetion
in the countxy ié the Stetistics Division of the Goyernmeht cf Pakistah
which conducts periodical labour force surveys..Theflest 1Bbour force
sursey whose results are available was conducted im 1974-75 .A later labour’
fotce survey was launchedi 1978-79 but its results are not yet available.
As a result, all the informatidn on the employment situation in the economy
‘is hesed on the 1974475 survey. The Planning Ccmhission'and the Manéower‘
~Division have made their owm ptcjections up to 1979-80 on the empleyment
situation but they cannot be cohsidered very reliable because they sihpl§
/iinflate the 1974-75 statistics on the basis of the Planning Commission s,
investment programme. No account is taken of the changea in labour
'productlvity, real wages or technology. During the 1970-75 period, ‘real
wages of labour increased substantially which might have created a blas
towards a capital-ihteqsive technology. Alro there was a.considerable
decline in lebour pro&uctivitf”during the 1970s due to non-eccnomic
factors (Meekal Ahmed 1979), causing a. shift towards capital—intensive
‘technologies. On the supply sidé, considerable structural changes might
have taken,place since 1974-75, Up to early 1970s there was substantial
dilguised uhemployment in5theUcountfy.

] '- .

Apart frnh,that, there were many whe would.not!reﬁoft themseiQes
to be in.the;laboﬁr force because thexfbelieved'that there.were no jobs
avaiiabie‘fot them. With labour emigration, not only is the\disguised
uneﬁployment'ceclining but those‘whc were not in the labour fotce are
also enteting into it:because they are not hopeful of getting a job,
provided they tried for it. Thus a subétantial.increase (over and above

the 3 percent assumed by the Planning Comhissioh) in labourssupély’is
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likely to have occurred during the second half of the 1970s. The projec-
tio:;s of the i‘lanning Commission and the Manpower Division, which ignorg
the -above-mencioned deveiopments have thus, considerable lost- their -
ﬁse,fulnéss. However, the available bff-icial data on labour supply and

demand can be seen in Tables 1, 2 and 3.

TABLE - 1

Uﬁeggalgyment*in Pakistan

g L : . (Millions)
1974-75 __1977-78____ 1978-79 __ 1979-80
Labour Force 20,42 22.22 22.93 23.68
Those employed 20.07 21.84 . 22,54 23.25
Those unemployéd 0.35 0.38 0.39 0,43
Unemployment Rate (¥) 1.7 1.7 1.7 1.8
Table - 2

Unemployment Rates (1974-75)
By .
Rural/Urban Areas and by Age

Age .____Rural Areas | Urban Areas

10-14 | 2.2 | 9.3
15-19 : Y | " : 7.1
20-24 "éa 5 4.6
25-34 S 1.9 L5
35-59 . 01 o o 1.2
60-64 | L0 E : 1.2
65 | 0.8 1.9
All Age(s ' , 1,3‘.‘ ' 2.7



15

Table - 3

Unemploywent Rate by Education

Level of Edﬁcaﬁion | ‘Urban Areas Rural Areas Pakiatap
Illiterates = E 22 0.8 1.1
Litera;es |
1] o .
No education or less -.3.4 : 0.2 1.2
than primary ’ ' o
Primary education but 2.6 3.0° . 2.8
less than Matric : : _
Matric but less than . 4.0 8.4 o 5.7
Degree o ‘ ‘
Degree (General Education) 3.2 1.5 5.6
Degree and Postgraduate 3.1 - ’ 2.6

‘Diploma other than education

A1l Groups o 2.7 L3 1a

Sounce: Labour Force Survey, 1974-75

Toble - 4

Employment Opportunities iﬁ.Agriculture
- And Non-Agricultural Sector

Jobs Available (Millions) 1Increase, 1978

Sectors - 1974-75 1978-79 . over 1974-75‘
Agriculture ' 11.0 . 12,7 1.7
Non-Agriculture 9.1 o . 9.8 0.7

Total ' 20,1 S 22.5 2.4

Source: Pakistan Economic Survey
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According to these statistics the overall unemployment rate is less

than 2 per cent, The unemployment is generally ‘higher in urban areas and

in the younger age groups. The unemployment rate among the literates is

also very low - only 3-6 per cent in the country as a whole.

Mainly for the two reasons given below, we feel that these statistics

give an unreliable picture of the labour market in the economy from the

labour-supply point of view.

(a)

The employment statistics mark disguised unemployment, particularly
in the agriculture sector. The institutional arrangements that

allow a family member to share farm/family income even if his .

-marginal. ptoduct is zero fail.to show any substantial unemployment.

Most of the labour supply-that‘is generated by the rural areas
(carrying 70 per cent .of the countrx's population)'gete.absorbed

into the agricultural sector under institutional arrangements if
employment opportunitiee in the non—agricultural sectot are not
available. For example, during the period from 1974~-75 to 1978—79

a3 percent increase per annum:: implies an addition of 2.4 million

in the labour supply. The non—agricultural sector during the same
period provided only 0.7 million job opportunities (Table 4) The
remaining 1.7 million just joined the already over-loaded agricultural

sector in which, according to an estimate 2 million persons or 30

.per cent of the population are in dieguised unemployment. This

role of traditional sector iepalso evident from Table 5.



s L ... ~Table-= 5. . o ' -
S s Eg;ployment Pattern 1974-75 .

. (by Sectors and Rural/Urban Areas ) : g
T . {

( Perce.nt'ageii )

Self~ - Family

.Sectors/Areas = - | Employers Employed Helpers Employees Total ~
‘Agriculture and 0.6 29.4  23.5 4.5 58,0
allied"acti‘vities’ T : T T
Hannfacturing 02 55 2.3 0 A9 - 129
Comstruction .. Lo s 0.2 1.1 . - 42
Cfremspore 0. . 2.0 0.3. 23 43
Trade. . . - 0.2 7.6 L7 L3 .. 108
Service & Others 0.2 2,7 0.5 6.0 9.4
Total. . 1.3 - 49.5-  28.5  20.7  100.0
Urban Areas 2.3 4L9  '10.2 - 45.6°  100.0
‘Rural Aress - - 0.9 5.6 340 . 133 100.6°
‘S'owwg.: Plémnin,g Commission: - | o a .

[N . .l ;' hoo -
% L.

~(Ii) - Due-to tha lack of job opportunities a large part of the |
population’ in r.he king' age 55_932_ refrains from reportipg as a
part’ ‘of: the labour - force. The total popula.tion in the- warking,age
group was 68 5 per cent, of the -total .population. according to the
.1971-. Census. This means the.re were 56 million:persons in.the
‘ B working age group “Out of these, 32 million were not regiztered
. as ‘part of the laboun force. Though out-of this, about wz
- million were females, there were still 6% million males 4n the
" work. A large part of .
working. age.group, who were neither w‘ork_ing ‘nor. looking fm;/this
-~ may be.due to the very low laboixrfii‘ox;ce- p&rtihipation in the

- younger age groups. Even if we ‘e{x’clude the.dge-group'-m-—léj and

i
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also the children in school (#n the age group 15-19 ) and army
personnel, there are still a couple of million males out of labour'
force. Those males, plus some part of the female population, are
mpstllikély refraining from expressing their desire to work, if -
there is’no work in their area or if ;hey believe that there is

- no job for them anywhere. This pool of‘idle human resources is

likely to get mobilized as soon as oppbrtunities arise.

The survey of migrant houéeholds conducted for the International
Higratioh Projec; also supports this situation. Aboug 42 percent of the
population in the working age has been reported to be-out of labour force
(L.e. neither working nor looking for work). Of the male population oﬁly,
bne-third of those in the working ége are not reported in the labour force.
This low participation is generally among younger age groups butfit is

still sizeéable among older groups as shown in Table 6.

Table -~

Labour Force Participation Among the
Male Members of the Migrant Households

Age Groups i.A WorkinévMalé Members‘of Migrant Householﬂs as
; percentage of Total Working Age~Group Population
i "Rural Areas Urban Areas Total
10 - 14 83 3.9 5.3
15 - 19' 40.2 24,0 29.2
20 and above - | 86.6 80.6 - 82.6

Total - 71.8  63.4 66.6




These figures indicate thatAthe number of those unemployeo~or
‘economically inactive in the country is fairly large. In the oresence of "
this populetion, iuteruational migration from Pakistan could scarcely be
blamed for any short fall in domestic output at least to the extent of

_unskilled 1abour ] emigration.

During_the last five years, the labour market in the Middle East

: hcs provided promising job ouportunitiee for Pakistani labour. It can be
assumed thatAtﬁisimay have incuced many in the working'ege érouo, who
previousiy did not register themselves as part of the labour force, now to
‘report thet they are looking for work. This would uean a higher reported
’rate of unemployment in employment statistics. The results of the Labour )
Force Survey of 1978-79 might throw some light on this issue. The labour
situation in the skilled labour, however, may not be .as clear. This is
digcussed‘in the- following section:

Occupational Composition of : .
Labour Supply in the Country. , ' T

The level ofunemployment is notvuniform’across all.occupations/

» profeesions in the econony . A number of skills and professious-ere believeu
to be scarce in tbe country, Unfortunately, no official statistics are
available on unemployment rate by occupations The Labour Force Survey
-provides only the demand side (Table 7 )._Informatiou,about the. supply or

. jobs in major occupetions 1s not eveilable.to 1ndicate unemploymeut bj

. occupations. It is genet311Y.bélieved that there is an~excess demand rather
than unemployment in all skilled and professional occupations. Any unemploy-
ment in these occupations is only minor or it indicates the search period.
There was substantial unemployment among engineers during the 1960s whiéh.

is believed to have long beeu eliminated by emigration &uring the 1970s.
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There is, however, still believed to be substantial unemployment among the
educated. labour force witn oniy general education. the Labour Force Survey
1974—75 reported the highest unemployment rate for those whose education

renged‘between_Matric and (general) degree (Table 3).

" Table - 7

. Employment Opportunities by Major Occupations

(Million)

Major Occupational Group ' 1978-79
Professional, Technicalnand related workers 1.07
Administrative and Manegerial \Workers . . . 0.18
Clerical;and‘Related Workers ‘ © -~ 0.96
SalesiuWorkere ' . ’ 1.95
Service Workers : 1.75
Agriculture, Animal Husbandry, Forest . 1i.93
Workers, Fishermen, Hunters '
Production and Relacec Workers

Transport equipment, Operators

- and Labourers

Not Classified . | |  0.06
| Total Labour Supply S ‘ .. 22,93

Total Employed | ' ‘. - . 22,54

Total’ Unemployed o _ - 0.39

Source: Manpower Division
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II. OCCUPATIONAL COMPOSITION OF MIGRANT WORKERS

Existing Data

For the identification of occupational composition of migrant workers
the only ayailable official source was’the'Bureau‘of Emigration. Their..
- data, however, suffered_trom & number of limitstions. For'example, the °
'couerage of data is very limited. iheldata up to 1978 refer toionlyfthose
.emiérants who obtained jobs through the Government or licensed recruiting
agents. Since a very substantial part of migration during the period was
channelled through sources: other than the Bureau, its statistics are’
incomplete. It was-only in. 1979 that a legislation was passed to require
every migrant to get registered with the Protectorate of Emigrants. The
Bureau of Emigration covered a total of only 182, 000 migrants during the
period 1970-77 whereas several informed sources placed the figure at more
than a million. It is very 1ikely that workers going through the Bureau of
’Emigration have a serious bias for certain classes of occupations. Also -
the statistics of the Bureau of Emigration did not provide a meaningful
classification of the occupation of emigrants. They specify only some major
occupatious and the‘rest are coueredrby‘all other categories, whichconstituté
one-fourth of the total migrants. The failure to identify them as unskilled
skilled or professional workers makes the entire occupational classification

.of limited data.

The data from the Bureau of Emigration can be seen:in Tables 8, 9

and 10,

~
LN
~
~,
,

These statistics show a number of workers ‘going abroad into 24

" major occupations. While presenting the data in the tables these, 24

occupatinns'hsve”been.classified into 5 major categories, namely"
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4.
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Productive Workers

Unskilled Labour

Skilled Labour

. Professional & Managerial Workers

Clerical Staff and

Service Workers

These not only provide a summary of the.occupational profile but

also make them coﬁparable with the data from the IMP airport surveys which

will be discussed later. These groups, however, exclude occupations that

are lumped by the Bureau of Emigration into the 25th category named as

"Other Categories". This category which may have some occupations falling

into the above five major groups covers quite 4 large number of workers.

The presence of this category, therefore, may put some limitation on the

analysis of the occupational profile.



_ Occupational Profile of tne Wrkers Going Abroad

Table -~ 8. -

“ Through Bureau of Emigration During 1971-77

<

(
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% of thtal

[
=]
o

A . "No. of Migrated
Profession Workers L migration
- 2roduction Workers 123,796 68.1
1. Unskilled labourers 59,869 32,9
-2, $killed Labour 63,927 35.2.
a) Masone 15,485 8.5
b) Carpenters 15,812 8.7
c) Steel Erecpdts 6,856 3.8
d) Painters ’ 2,568 1.4
@) Foreman 2,757 1.5
f) Electricians 4,564 2.5
g) Plumbers 2,391 1.3
h) Welders 2,846 1.6
1) Cable Jointers 1,281 0.7
j) Technicians 4,307 2.4
k) Mechanics 5,060 2.8
Other WOrkers\ 57,933 3&.9
3. Professionals . ]
Managerial Workers 7,523 4.1
a) Engiﬁeérs 1,718 0.9
b) Accountants 699 . 0.4
¢) Managers 274 0.1
) 1,772 1.0
" e) Nurses 1,462 0.8
. £) Doctors 1,603 0.9
4. Clerical Staff 5,372 3.0
a) Stenographers 634 0.3
~ b) Clerks/Typists 3,501 .19
. 'e) Storekeepers 1,237 0.7
" 5. Servide Workers 4,586 2.5 |
a) Cooks | 2,990 1.6
.. b) Wailters 1,596 0.9
'~ 6., Miscellaneous 40,447 22.3
7. Tot31  181;729



Table - !9

Occupational Profiie of Workers in Middle Eastern Countries

Who Migrated Through Bureau of Emigration

7; Total

, ' Z of Total
Profession No, of Migrants Migrants for
- Middle East
Production Workers 112,421 ~71.5
1. Unskilled Labour- 54,746 . 34.8
2. Skilled Labour . 57,735 36.7
. a) Masons £ 10,579 6.7
' b) Carpenters 11,840 7.5
c) Steel Erectors 6,269 4.0
d) Painters 1,943 1.2
e) Foremen - 2,478 1.6°
f) Electricians 3,485 2.2
g) Plumbers 1,630 1.0
“h) Welders- 2,380 135
i) Cable Jointers 682 0.4
j) Technicians 11,085 7.0
k) Mechanics . 5,364 3.4
Other Workers 44,985 28.5
3. Professional & 3,773 2.4
Managerial Workers
a) Engineers | 1,040 0.7
b) Accountants 487 0.3
c) Managers 306 0.2 .
- d) Teachers 396 0.2
e) Nurses 904 0.5
f) Doctors 640 0.4
4, Clerical Staff 4,6221 2.8
a)»Sténbgraphers 541 0.3
b) Clerks/Typists 2,776 1.8
c) Storekeepers 1,108 - 0.7
5. Service.Workers 2,852 1.8
a) Cooks -2,030 ’ 1.3
b) Waiters . 822 0.5
6. Miscellaneous 33,938 21.5

1,57,466 | 100.0
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‘Table - 10

Migrants Occupation Prorile Uur1n3'$9}l -/1 As Reported By Bureau
of Emigration For the Private Sector

No. of Migrated . % of Total

Profession - Workers = _ ' __Migration
Productioh Workers - 120,758 75.3
‘1. " Unskilled Labpur 59,655 35,7
2, Skilled Lebour o 61,103 36.6
a) Masons - 15,485 . 9.3
bg Carpenters - 15,687 9.4
¢) Steel Erectors ' 6,757 4.0
d) Painters C 2,563 1.5
). Foremen o 2,690 1.6
) Electricians L 4,469 2.7
) Plumbers - 2,380 1.4
. ) Welders 2,831 1.7
) Cable Jointers . -~ 1,081 0.7
J) Technicians 3 2,270 1.4

k) Mechanics I 4,890 2.9
Other Workers o ' 46,193 - 27.7
| 3‘& Professional and _ "2,037““ 1.2
" Managerial Workers o X
B a).Engineers”l~' o S g6l 0.5
‘b) Accountants’ - 5354 0.3
c) Managers . - - ‘ e .272 0.2
d) Teachers- - . ... .. - = - 139 0.1
" e) Nurses _ : 185 0.1
f)”Doctors' e T -6 0.4
4. Clerical Staff Cs301 . . 3.2
.a) Stenographers - o 632 0.4
b) Clerks/Typists .. 3,482 . 2,1
¢) Storekeepers o 1,187 0.7
-5. Service Workers B . 4,586 : o 2.8
" a) Cooks - o : 2,990 . 1.8
b) Waiters : - 1,59 . - . 1.0
6. Miscellaneous S 34,269 20.5

7. .Total , 166,951 : 100.0
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International Migration
Project Data

) /Considering'the“inadeqnacies of the Bureau data, a sample survey

was consldered desirable to»complement the existing informationm.

In the absence of any frame from which we could draw a sample of the
emigrant households, a survey of passengers departing for the Middle East
wag conducted on the three main international airports of the country in

order to locate the areas from where the workers were emigrating and hence

to atrive at a basis for a sampling of households. A total of‘approximately-
12 500 passengers going to the Middle East were interviewed during the ’

airport surveys, whose detail is provided in Appendix A of.this Report.‘

. A slightly modified form of standard embarkment card‘waa used as

a questionnaire. The answers to tne questions on occupation were utilized
for. thé calculation of the occupational composition of migrants. A question’
was also asked about the duration of their stay abroad. This question .

was utilized to identlfy cihe time tiead ia the vccupational composition

of the migrant.

The information on occupational profile fron this source (airport

survey) however, suffers from the following limitations:

i

a) Tne occupation of the emigrants recorded during this an%ey'
‘was the one shown in their passports. It 1s possible that, in
some cases, this might not’be reflecting the work, he has been
doing in the country and instead will be indicating the work
that he will be doing’ abroad For example, a case was found
.where the person had been a photographer during all his employed
career in the country but he was going aotoad as a welder and

{

that is what his passport showed. Such cases are, however,
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rare and ‘should not aeriously distort the overall picture.
b) ASince the information wag collected ffom the passport/embarkment
. cards, there was not enough time to ask fu;;herldetgils. The
| hifbor£87ourvey therefore did not soy ohything about the
‘eﬁoootion/troiniag Background of the migrants. These oetails
. wgfe left for the household survey thoo.waa.to’follqw the

'Laifports-survef.“

The occupafion of the workers was recorded.according to the 113# ‘
of occupations shown in Appendig C. These occupationsuﬁeie latef.on érohped
inro the following six major classes:

1. Prodqction-Workers

(a) ‘Skilled
(b);Unskilled

2. Professional and. Managerisl Workers -
3.5 Clerical Workers .
' ‘4. Service Workers
5. Sales‘ﬁbrkerslhuo;nessmsn

6. Miscellaneous

The occupations included in these major groups are shown in Appenﬂix C

alons with their two-digit PSCD - 68 codes.

- The percentages of workers going to the Middle East by major

qpcupational classifications and by individual occupations as obtained
\

“from the airport surveys, are shown in Table 11.
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i

Table - 11

(lassification of Migrants by Ma or‘ : ’
fOccupgtional GroﬁEEQTIMP Survey) -t n
Occupational Groups . ,‘% of Migrant Workers
1. 'bProduétion‘Wofkérs . o 83.2
a) Unskilled Workers 42.6
b) Skilled Labour . . 40.6
2. Professional Workers . : 4.3
3. . Clerical Staff | 1.5
4. - Service Wérke;s ' ““ 2.2
5. Sélesman/Bpsinessmen . | 6.0
6. . Miscellaneous » o f | 2.5

Production workers comstitute 83 percent of the migrating labour
force, of which more than half were unskilled. The rest of the 17 percenk

migrants mostly fell under the headinpg of professionaﬁ ﬁogkers, businessmen'’

. .

‘or salesworkers, service workers and clerical staff. Details of these

occupational groups can be seen in Table 12.

About 12 percent of the unskilled labour emigrating to the Middle
Bast were reported to be aéricultural labour. The other 88 percent of the

unskilled labour indluded general labourers and loaders.

Among ékii;é& labour, the prominent Emigrating profeésions were
drivers, maééns, electricians, cﬁrpenters andAtaiiors, covering 28 peicent
‘of the migrating labour (70 peréent’of skilled migrafing lébbur). Tﬁe ‘
\bther skills migrating to the Middle East were machine operators, mechanics,

welders, steel binders/fixers, denters, etc.
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! - ' }
.Among professional workers, engineers were the major migrants.

Accountants and teachefs’rgnked'next though the proportion was ver& small.

Cooks and sécuriéy guards/watchmen were the main service workers

+

going to the Middle East. S L - .
| . o .‘Tal.ale_lzl o
Occupaﬁional Composition of Migrants
' (IMP Survey) ‘
 9¢§92§t1bns R : - Pergemt
i..;Production Worﬁers L | 83.16
a. Unskilled Labour | gngé
1) Agricultural Labour - ' o ‘ ?;12
44) Non-Agricultural Labour S 3743 \
 Sidiled R . 40.61°
. Drivers - S , BEPTE 7.85‘v
‘ ‘Q;rpenters. ‘ ' g . 6,23 -
: Masons L . S : - P 6;68
Ta#lors _— ) ‘ - ]v .’4.72
\Blectriciéng N : | : 3.34..
" Steel Binders/Fixers | . . . 2.47
Mechanics ’ o 2.44
. Machine Operators : . S 2,22
| Painters _ e | ' - 1.57
) " Welders S _ Lo 1;38
';A;Piuﬁbers f-,. B . '3.”] 1,32
- f‘Dentéts'( o ' : . ‘ 10.38 .
" Goldsmiths | L 0.31
Bléquuiths | SR o _ 0.12
Turﬂérs. . - . 0.09 .
Watchmakers L ’ 0.07

Furnace Fitters . v ‘ 0.04



. Table (continued)

Service Workers ' "

“Cooks

- Security Guards/Watchmen
-Bakers

Peons

Laundrymen

Clerical/wprkers

AcCoﬁhts Clerké
étorekeepers
."Typists

éite Clefks

‘Teiephone Operators

Professional Workers

Engineers
Accountants
Teacher/Professors

Nurses

Computer Programmefs/Operatbrs

Doctors
Executives

Photogréphers>

Sales/Business Workers

Miscellaneous
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Table - 13

Major Occupational Groups of y;granté

(By Provinces)

Occupational i ~ Punjab  Sind NWFP cher P:ovinces/‘

Group * o : o ~g;eas *
Total - | . 1000 1000 100.0 100.0
1. Production Workers 82.4 712 921 819
_;;;UnskiLled Lab;ur‘ : 339 33.8 58,8 33.0
Skilled Labour , 48.5  37.4 333 35,0
2, Profeséional and - f;ﬁ 8.4 1.7 , 3;1
‘Managerial Workers ' .
3. Clerical Staff 1.7 2.6 . 0.5 1.1
"4. Service Workers | 2.0 2.5 1.8. | '2;1
5. Sales Workers and 6.3 12.0 1.8 2.8
 Businessmen ' A
6. Miscellaneous - 3.1 3.5 2.1 2.3

*  Tkis includes Azad Kashmir, Federally Administered
Areas and Baluchistan.. ‘

Intertemporal Changes in Occupational
- Composition of M;gtants

 The airport surveys inéluded é question about tﬁe‘migrants'dﬁratiop
of stay abroad. This 1nfo£matibn‘is utii;zed here to determine if any
chanées are Qccﬁfing in,the‘comﬁositiod of-thé.labour demandéd abroad; The
distribution of migrants, covered by the airport surveys, according to their

duration of stay abroad is as below:
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Table -~ 14
Duration of Stay - Proportion of Migrants Covered
' ‘ lDuring the Airport Survey
Less than a year : ’ 33.3
1 to 2 years ' : . 30.5
3to4 years | L ' 18.9
5to 6 years ' . - | 7.8
| Aone 6 yearé | 9.5

Table 15 shows the composition of migrants ‘occupations and the

time of their migration.



Table - 15

Intertemporal Composition of the Migrant Professions

Profession o ' The Date of Migration
' o Within Between Between Between -above
a year Last 1 laat 3 last 5 6 years
and 2 and- 4 . and 6

years  years years
Unskilled Labour 50.6 46.4 ' 39.3 39.6 30,2
: Agricultural - 3.0. 8.1 3.7 0.0 . 3.9
Non-Agricultural ' 47.6 - 38.3 35.6 39.6 26.5
- Skilled Labour 38.2 . 44.6 48,6 45.3 47.0
Carpenters/Masons 11.6 14,6 16.1 11.8 11.7
Technicians/Mechanics 17.9 19.5 20.8 15.2 17.4
Tailors 4,6 4,0 3.9 7.5 9.3
Drivers 4.1 6.5 7.8 10.8 8.6
 Clerical Workers 0.6 07 27 ° 3.8 35
 Professional and Managerial 4.4 2.6 2.7 2.8’ 3.1
Workers ' ' '
Business Wotkers 4.4 b 5.8 6.6  10.9
Service Workers 1.8 . l.i 2,9 1.9 5.1
Total . 100.0  100.0  100.0 100.0  100.0

According to the above tgblé, ghe proportion of unskilled labou}‘ ‘
has-goné up over time COmpgred to the proportion of gkilled labour. Whiie~
Qixjyears ago.only 30 percent of thévunskilled labodr migiated to the:
Miédle East, itsrcof:esponding pexcentdge in the last year was as high as
nearly 51 percent. On the other hand, the proébrtidn of skilledvlabour
declined to 38 percent from a level of147 percént recorded for labour

who migrated six years earlier.



* CHAPTER 3 |
MPACT OF EMIGRATION ON LAROUR
MARKET, HAGES AND OUTPUT
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IMPACT ON OUTPUT

The statistics on the volume of'migration,discussed in Chapter 1
festimate a total of 1.79 million Pakistani migrant workers abroad. This.
'oconstitﬁtes 7.7 percent of the fotal recorded labour force of the counfry.

However, keep1ng the pecullarltles of the 1abour—supply situation in
Paklstan, (dascussed 1n Section I of Chapter 2} the: m.gratlon has not yet

. assumed an alarm;ng proportlon.

This will, howecer,’be true only oa the aggregate. Atbmicro
level the picture may be serious for certain professions. Most of the
Pakistani labour is illiterate, with no substantiai skills. Toe technical,
skilled and profess;onal labour is scarce in the country. Mlgration of
, persons posse951ng scarce skllls will have a harmful effect on the labour-
supply situation of the country and can slow down Paklstan s economic -

development.

.The»fact fhat about'83 percent of the migrants are production
‘workers is likely to adversely affect the percentage of the country's
labour force belonging to.thisvcategory of'ﬁorkers if adequate and.
‘appropriate replacements are not forthcoming at the same rate. The
changes in the composition.of the labour force by major professions during
the 1972*79 perlod are shown in. Table 1 along Wlth ‘the composxtion of the

migrants.

" The occupational category'"7/8/9“, which includes skilled and
-unskilled labouy working in the non-agriculture sector, accounts for 78
pexcent of the migrating labour, which may create.bottlenecks for the.

development of the non-agricultural sector in the country.

'
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~ Table 1
~ Occupational Composition of the Labour Force
Compared w*th Occupational Compasition of

Migrants o
o , : (Pércent)

PSCO Occupation Group ‘ Labour Force. . Migrants'
68 | IR o (1972) (1979) Composition (1979)
0/1 ‘Professional & Technical . |

Workers 2.1 4.7 - 4.2
2/3 - Clerical & Administrative _ ' ' §

Workers 2.8 5.0 1.6
4 ‘sales Workers ‘ 12.1 8.6 5.6
5 .  Service Workers 3.7 7.9 . 4.7
6 =  Farmers, Fishermen etc. 57.2  53.3 .+ 4.8
7/8/9 Production and Related . . 22.1  20.5 - "78.9

Source: Planning Commission for Labour Force, and Table 2 for

Mlgrants Composition.

The emigration of production'workefs, therefore, means a reduction
of output in Pakistan's non-agriculture sector, particularly in the sectors

.0of construction, manufacturing/mining, transport and communication..

Since surplus unskilled l##our can be assumed to be available for
employment, the loss of output in the two sectors will depend upon the
extent of emigration frdm the skilled labour which is assumed to be,fuliy
employéd.(Aﬂy reported unemployment in the skillé can se assumed t§ be
showing only search period for éuitable jobs). With 40.6 percent of the
emigrating labour compared of skilled persons and with'a total of 1.2
million Pakistani emigrants in’thg Middle East, the total ski;led emigrants

number 0.487 million.
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\
-According to the composition of labourvforce given in‘tﬁev1961
Census, the skilled and unskilled labour were employed in the ratio of
4:1 in,the non-agricultural sector. Thus the economy has lost the output
of 0.122 mlllion unskilled workers along with the output of 0.487
million skilled workers. Alternatively, however, it can also be assumed
‘that since it is not too costly in term of time and money to acquire a
gkill, the large number of unemployed unskilled labour can always be
converted into skllled labour to meet all the skill requirement. Hence ,
the emigration of even skilled labour may not have caused any loss of
output in Pakistan.“Hoyever, large differeﬁce (100% toypo%) in tue wages
of unskilled and skilled labour iﬁdicates some sort_of‘iupediments/in‘the
way of acquiring skills. The number of unskilled workers out of the
total 1.2 million emigrants to'the Middle East comes out to be 0.511
million. Accordlng to this ana1y51s, 76 percent of the emlgratlng
unskllled labour w111 not cause any loss of output to the economy because .
it was ezther unemployed or was a part of dlsgulsed unemployment in the

agriculture and tradltional sectors.”

There is no evidence oflunemployment'among professiohal workers,
and the economy has, therefore, lost the output of 52,000 professional

workers who accounted for 4.3 percent of total emigrants from the country. ‘

TherLabour Force Survey of 1974-75 indicated a 5.7 percent un~
employment in the educated (general degree certificate) labour force
(Table 3) which generally represents the clerxcal labour force in the
country. The emlgrants have been found to include 18, 000 clerzcal workers.
or of the total_emlgrants. It can be inferred that the’ emigration of

clerical workers does not cause any appreciable loss of output.
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Service workers which inc¢lude cooks, laundrymen, watchmen/guards,
barbers,,though‘they are not unskilled‘workers, can be assumed to have
caused no loss of output by their emigration, mainly because their skills

can be acquired easily and quickly.

.. In view of the unemployment among people with generél education
the supply of salesmen/business workers, who require only géneral educa-
tion, can also be assumed to be elastic. Thus their emigration can also

bg assumed to cause no substantial loss of output.

Apart from the above-mentioned effects, emigration may also have
effecks on téchniques of production, compositidh of skill and demand

patterns which in turn affect the output.  These impacts will be evaluated

in subsequent analysis.

\
Al

| IMPACT ON- LABOUR MARKET

No detéiled égtimates are available about Pakistan's éup#ly of
and demand for Wbrkers inAvarious occupations. Hence it is dif%;cﬁlt to
asségs the impact of the emigration of workers belonging to vgriqus occu—l
pational categories on the labour market conditicns for those occupations.
The estimate of percentage sharé in employment is given by only major
occupational éroups~by thg Planning Commission and Manpower_Divis%on for
the current year. In view of the growth rates implied in thesé eﬁtimates-
and on the basis of detailed.qccupational composition publishéd for the
1961 Census, a crude exercise on thg domestic demand for major emigrating
occupations is shown in Tables 2 and 3. The tables also compare theb
estimhted increase in the démestinopportuﬁities gnd the estimated number
of emigrants by major emigrating occupatiqns. In the preliminary analysis,
‘ khe supply side has been ignored, alfhough emigration méy also have affec-

ted it. It will, however, be taken up in the subsequent analysis.
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Table 2
Estimated Domestlc Demand for Major ngratlng 0ccupat10ns |
‘ : {000)
Occupation . 196; , , 1978~ 1982- Increase Estimated
(Census 19715 1974; 79 83 1971-72 No. . of
Figures) 72 75" (Bsti- (Pro- . to - Emigrants
: ’ mate) jec-_  1978-79° to the
tions (Estimate) mMiddle
. N ‘East
1)y . (2) . (3) (4)  (5) - (6). . (7 . (8)
Mascn 69 171 229 244 278 73 73
Carpenter 59 147 197 210 239 63 75
Electrician 24 59 79 84 96 25 .40
Plumber & Pipe Fitter 4 ‘10 13 14 16 4 16
Painter | 11 27 3% 38 43 1 - 19
Machine Operator 15 21 25 27 31 6 27
Mechanic 64 89 106 . 113 130 24" 29
Blacksmith . 84 117 . 139 148 170 31 1
Driver . 183 504 551 574 649 70 94
Tailor 126 247 361 394 445 147 57
Goldsmith 41 80 - 117 - 128 145 48 “'4
Engineers 11 20 31 53 60 . 33 32
Doctors, Medical - ’
Workers, Medical X
Technician 35 62 99. 166 188 104 _
Teachers 94 167 261 . 466 504 279 4
Executives etc. 90 98 148 180 203 .82 1
Clerical & Related | L, o S
Workers 374 440 560 960 1085 520 ‘18
Service Workers,
Barbers, Peon, Cooks . » » i
Laundrymen etc. 709 710 931 1770 2000 839 26
Business/Sales _ o o i
Workers 130 387 - 349 327 . 380 . 22 7

Based on the growth rates lmplled in the Labour Force Surveys of 1971-72 and

1974-75.

bAs 1mp11ed by Planning Comm;ssion and Manpower DiVlSlon Statxstics on

Employment.

Almost all of thls emlgratlon has been during 1972~ 79 period.
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Table 3 :

‘Comparison of the Estimated Number of Migrants Abroad
With the Number Employed in Pakistan by Major Occupatlons
-0f the Mlgrants

(in Thousands)

Estimated Employment Estimated Number of
in Pakistan in 1978~ Migrants Abroad in

Occupation | ' 1979 - - 1979
Mason . ' 2 73
Carpenter : i 210 . 15
Electrician A 84 _ 40
Plumber & Pipe Fitter | 14 / ' 16
Painter .  ; . 38 R a 19
Machine Operator o 27 | 27
' Mechanic ~ | 113 - 29
Blacksmith us . 1
Drivexr | - 574 | o4
Tailor h : - . 394 ' ’ ' 57
Goldsmith B o 128 | | 4
Engineers : 53 - 32
Doctors, Medlcal Workers Medical : . |
Techn1c1an _ . 166 ! . 5
Teachers ) . , ’ ' . 465 o | ‘ :4
Executives etc. ‘ ' 180. : i 1
lclerical & Related Workers v ‘ - 966.' . - 'l 18

Service Workers, Barbers, Peons, o
Cooks, Laundrymen etc. - 1770 ‘ 26

Bﬁsiness/Sales Workers . © 327 : 7
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According to these estimatesf the skills required for Pakistan's
construction snd manufacturing sectors are emigrating excessively as
comparéo to the'growth in their domestic supply. The oransport sectors
is alsovfouﬁd to‘be facing shortages of drivers when we compare'the‘tofei'
ihcrease'in the domestic demand with the number of emigrated drivers. Aan
‘.important factor that these statistics fail to reflect but which has been
mentioned by the employers of workers is that the workers who are emi-
gratlng are of better quallty and are more experienced thus leaving
behlnd lowfqua;ity and less-experienced workers to meet the domestic
nequirements.. This resoits not only in ;educed output but. also in declin-~
ing quelity of productioo in the‘maﬁufacturing sector; -it also leads to |
increasing eccidents‘on the road.\ﬁsinoe a substantial number of'skilled
»woikefs éet their skills throuéh informal arrengementsf(eithe: through
1earninq-by-doing process-oi by an informel'appren;ioeship: see,chepter 4),

the decline -in the quality of -workers is understandable.

- Scarcities are being observed for engineers also. Since it takes
much longer time ‘to produce an'engineer than the skilled workers- -
mentioned above, the emigration of engineers is creating more serious:

‘shortages for the econonmy.

The emigrating occupatlons like teachers, clerlcal workers.
bus;nessmen and service workers, however, is notwcauSLng any alarm as the
.PrOPOrtlon of thelr emigratlon to 1ncrease in tneir demand is not yet R

very s1gnifzcant.

The em;gratlon of doctors and medical personnels is also not very
significant but’ that mlght'be malnly becaunse.of the-governmentscontrol

on thelr,mlgration.
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IMPACT ON WAGES

According to the data collécted by the Censuses of Manufacturing
Industries (CMI), wage increases during the 1970s ha&e been much higher
than the increase in thé cost of living. This.increase in real wages
.has been unprecedented and Qnaécounted for by the domestic demand for
labohr. The wage increases during the .1960s ln real terms were not aé
marked‘as the increases during 1970s. This was despité the fact that
during the 1970s the economic activities in general and industrial ‘
activities in particular were considerably slower than dufing the 1960s

(Table 3).

Though the period from 1969 to 1975 witnessed massive government
interventiqn in the form of labour/wage policies, mdst.of the wage hikes
during the 1970s are’generally attributed to the international migration
of wquers. Not enough data, however, are yet available to support this
hypothesis. Some evidence is available‘frOm the data on wage rates of
skilled and unskilled labour in the construction séétor made available

by the Statistics Division on an annual basis since,1969-70 (Table 4-iii).

It can be seen that the spurt in the wage rates of both skilled
and unskilled labour started in the mid-Seventies which is also the
period when the mlgratlon gained momentum. Alsc it can be noted that
the higher‘fatio of the wage increases of unskilled‘labour to skilled
labour's wage ingfeases in Karachi and Peshawar corresponds to higher
ratio of unskilled labour migration to the skilled (Mason and carpenter)
nigrants in Sind and NWFP (Table 4) when compared to similar ratips for

the Punjab.
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Table 4

‘Wage Rates of Skilled and Unskilled Labour in:
Construction

(Rs. Per Day)
(i) .Carpenter B

Lahore - Karachi . Peshawayr
1969~70 ' - 10.00 - 14.50 - 10.31
1.1970-71 - . 10.67 15,33 : . 99.62
. 1971~72 - 11.75 ‘ S w..01 - ¢ 9.94
1972-73 T 12,09 16.15 11,09
1973-74 - I '17.82 ©19.33 - 13.65
1974-75 - : - 22.68 27.42 . 17.17
1975-76 L - 28.12 31.90 © 24,92
1976~77 o ©33.16 . 40,74 . 30,80
1b77-7e S . 38.79 51.25 - - 37.68
Percent incréase o ‘ BT :
_during 1970-78 287.9 252.4 . 265.5
. (ii) Masons .
1969-70 - : 10.67 15.25° 10, 13!
- 1970-71 - . ' o 11,17 15.86 ©11.00°
1971-72 | 12,00 - 17.08 . 1l.88
'1972~73 : 12.09° T 17.84 11.88
1973-74 . ' - 17.82 20.20 14.12
197475 | 22.68 - 27.54 ¢ 17.76
197576 : o ' 28.12° 31.86 ~ 25.36
1976~77 A . 35.94 40.70 . 32.31
' 1977-78 ) . 41.38 51,56 . ~ 39.05
Percent increase ' RTI : ' : -
. during 1970-78 L - 287.8, - 238.1 ~ 278.8

.-(iii} Unskilled Labour

1969-70 . 4.65 s5.48 3.00

1970-71 - _ 4,75 . 5.98 3.54
1971-72 . ' ; . 5021 5.53 3.65
1972-73 ' . .5.82 - - 5.80 - 3.80
1973-74¢ . .9.20 ©7.96 ~ 4.96
- 1974-75 L 1,250 12.41 _ " 6.87
1975-76 ‘ 14,07 . 15.00 . . 9.68
1976-77 s 17.34 18.48 - 11,01
1977~78 ' - - 17.49 - - '25.17 . 13.88

Percent increase, Y e
during 1970-78 : - '276.1 ©. 0 359.3 362.7
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If the hypothesis of positive impact of emigracion on real wages.
is true then it has implications for the indeetfial‘sector.of the economy
over and above the output foregone eeetionec.eaflier.c‘arsubstantial part.
of the manufacturing sector is export-oriented so that it does not have
much leverage to increase its prices w1thout price increases in the
L international market, The‘ﬁage increases causing the costs of producticn
to go.up not only ceuses theiemployment to qordown‘in these.induetries_but
also has'e destructive effect;on-industrial development, which has been |
_;one of the major de#elopment oojectives of the countfy  Also, in thei
presence of increesing wages, the industrial development gets biased
towards capital—inten31ve technology Wthh conflicts with the objectxve

of improv1ng‘exports, employment and income distrzbution situation in the

country. There are indications that such industries as are capital- .

~ intensive or do not produce for export markets . (liké cement, fertillzer,

'vegetable ghee) are grow;ng nore than export industries {like textiles)

These adverse-consequenceS'will continue to intensify unless the
wage increases are backed up by a corresponding increase in labour
productivity by ephancing their human cepi;af through messive;training

programmes.

The available stetistice”on?wages are oot enough to indicate the
impact of migration oe the labour market. The Census of MenufeccUring
Industries publishes‘pericdical dete on wages, bot £he last publ%shed-data
are for 1975—76_on1y. The étatietics Division publishee statistics on the
daily wage rates of labour working-in the conséruction sector.(Table 4).
In the absence of anf statistics on the number of days a labourer has ﬁeen

employed during a-yeer, any inference made from these will be of limited
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use. I1f we can assumeé that the number‘of'emgloymeno days for all the
labour have remained constant during the last £ive years, then thé.l
statistios ihdicate sigoificant improvements in the‘real_wages of both
skilled and unskilled labouf. It may seem corious'that'wages have

- increased ‘in the presence of substantial unemployment among the unskilled.

A number.of facfors-hafe beeo meotioood by various studies to
explain the iioing-;eél‘wagds;in Pakigtan. Tﬁeso-includé reservation
wage (based on per capita incoma} as mentioned 5y Fahim Khan, 1978 and
rural wages as'mentioned by Guisinger and Irfan, If riral wages are to be
taken as the explanatory factor behind the rising urban wages, then we

would still have to explazn what has been causing rural wages to raise.
. The rising reservatlon wage, ‘however, ¢an be explazned by the rislng pex
capita income in rural areas resultxng from the remittances from abroad.
Though\non-market factors, like government 1ntervention, have also been
mentioned as signlficant factors in explaining the wage increases, the
government interventlon in wage determination was effective mainly durlng
 the 1969-75 period. Beyond 1975, itlcould not be the main determinant of

wages.
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 CHAPTER 4
TEE COST OF TRAINIYG FOR REPLACEMENT
© . OF MIGRNT LORKFRS
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Y

- Our findinge show that a substantial ‘number of Pakistani emigrants
~to the Middle‘Eaet are skiilee and professional persoms. While it is
possible to repiace them,‘of course with 4 certain time lag, by ‘providing,
training to eome from the pool of unskilled labour. the cuestion arises:
HOV much wnuld such replacement effort coet? Consequently, the cost of
.education and treining for varxous migrating skills becomes an impertant
'element of the cost~benefit analysis of internetional migrntion.

‘ Thls is the subject of the present chapte.z. Here we make an
attempt to determine the cost of education and training and the value of
output foregone during the period of training. Tables 1 and 2 give the |
summarised results oflour findings. They provide the costs of different
levels of education (Table 1) and different occupations (Table 2) In the -
rest of this-chapter we explain the method by which we arrived at our cost
estimates. | | | |

DETAILS OF CALCULATIONS OF EDUCATION AND TRAINING COSTS
Introduction | | .
Costs are to be calculeted'for the ﬁoliowind.cateooriee:
-1, General(Professional Education -
2. Techntcal training' L | t - ,?'

a) ?ormal Training
b} InfcrmalﬂTreining

The former category includes general and spec1alized education

while the latter refers only to technicel education which can be obtained

either through formal treining or can be received- in the- informal sector.
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_ Table 2
Total Cost of Specific Professions®

_ - {Rupees)
. Total cost without . Total cost with
Profession earning foregone ' ‘earning foregone - -
1. Engineer ;. 79620 - ' . 159685
2. Teacher o 17750 . 41328
‘3. Clerk + 10600 - - 27645
4. Technician . i 25490 . o 62225,

5. Salesman 16320 | . 38589

* This table is based upon the cost estimation in Table 1. A further
breakdown of these cost calculations is given ‘in Appendix 1, Tables 3-7.

-
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Data are available on the cost of general educatxon from the Plan-
n1ng Comm1351on and the Mlnistry of Euucatlon. The cost of formal
e training is available from the National Training Bureau. However, there

are no data available on the cost of training obtained in ‘the 1nformal

_sector, and a survey was conducted for the same. i
|

The occupational profile of the labour migratlng to the Middle

East has been found to include the professions shown in Table 3.

Table 3
- Classification of Emigrating Occupations

1. Production wotkers : : o %

a. Unskilled Labour
i) Agricultural Labour
' 1i) Non-agricultural Labour

ES—

b.

i)

ii)

1ii)

iv)
TS
vi)

vii)
viii)
ix)

x).

xi)
xii)
xiii)
xiv)
xv)

xvi)

Skilled Labour -

Masons
Carpenters
Electricians

Welders

Plumbers and Pipe Fitters
Machine Operators -
Mechanics - _

Steel Binders/Fixers
Painters

Drivers

Tailors

Blacksmiths

Goldsmiths

Denters
Watchmakers
Turners

2. ; Profegsional and Manggerial Workers

i} Engineers

ii)} - Doctors

i{1) . -Teachers/?rofessors

iv)  Executive Managers

V)  Accountants

vi) Computer Programmers/Operators etc.
vii) . Nurses
viii) - Laboratory Technicians
- ix)  Photographers

L
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3. clerical_Workers

i)  Stenographers
ii)  Typists/Clerks
~iid)  site Clerks
iv) Telephone Operatorsg o '
. V) Accounts Clerks - '

4. Servica Workers
i} Cook -
ii) raundrymen
1i1)  security Guard and Watchmen
iv)}  Barber
V)  Peon

5. alesmangBusineaaman

) Salesman o I
i) Businessman - i.

1 |
In'view of'the'proportiohs of occﬁpat}ons observed during the
present study of ' international migration, it was found that the following

major occupations will cover more than 90 percent of the migrants. (See

-the report on the occupational profile of emigrants )

éeneral/Piofessional Education -

1. Engiheers
2. Teacheés
3. Clerks

4, Nurses -
‘5. Salesmen.

‘6, . Accountants

f\ . Forﬁal/Infofmél ﬁfainiqg
A 1. Masons -
"2, .Carpenters

" 3. ‘Electricians
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4. Welders
lS; Plurkers and Pipe Fitte;s
6. VMachine Operators
7. Mechanics
8. Steel Binders/Pixers ;
9. Painters
10. Driﬁqrs
11; Tailors
12, Ql#cksmiths
13.  Goldsmiths
14.I Dentdrs
_is. Watchmakers
16. 'rurnér_s
. The cost of educatién/traininq; th;retore,shaé'been studied only

1

for these professions.

I. Cost of General/Professional Education

1

The cost of géneral/professional education e.qg. for Doctors,
Teachers, Nurses, Accountants, etc. includes both Government Costs and

. Private Costs.

. Gové;nment Costs
This is the cost that government incurs in providing the educa-

tional facilities.

The data on government cost are available from the Planningf.

-

Commission.-

S
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. Private Costé
Private cost of education consists of:
a. : Tuition costs that‘the student bears; and:

. b.!' Earqinés fo;egpne during the periéd of study.

No. systematie information is available on private costs p#rti-
.éulérly'on the .earnings forégone during the period of stuag. Some .
1_unofficia1 studies, however, have been made in this respect. Thougﬁ
_ these studies are subject to their own limitations and canhot be usad
' with much confidence, yet in the absence of any official -source, thesa

unoffic1a1 studies -have to be used in order to get some estimates on the

cost. of educat;on.

i

'Thé-ébailable information on these costs is discussed balow.

Government Costs
Table 4 gives the statistics prepared by the Plannzng Division for

the Fifth PIan (1979-83) .
' Table 4

Unit Cost of leferent Levels of Education, 1978

Level of Educat;on _ Development Recurring Total Amohnt T
‘Primary © 100 o150 - 250 '
Secondary . : 400 400 . 800
College’ R o

{a) Intermediate -~  .1000 - 000 . '2000

" (b) Degree . =~ 1200 1200 - 2400
Technical I T )

(a) Diploma 5000 - 2000 7000

(b) Degree _ 10000 o '4500 ' " 145000

dniversity 10000 ' 4500 - 14500

Source: Planﬁing Divisién, Government of Pakistan.
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Private Costs
‘ Hamdani's” study for Rawalpindi is adopted to estimate the private

costs of education.

-Ihis gtudy on[educatipn andincome differentials, is for males in .
Rawalpindi City only. It is based on a socio-economic survey cqnducted’by

The Pakistan Institute of Development Economics in 1975, The study
v : ¥ S |
\esti?ated an earnings function to find out the effect of education on the

N

incomes after controlling other variables.
; o
.

dTable 5
. Ratio of Private Cost to Government Cost *

Ratio of Private to
- X Private Cost Government Cost
Educational Level Government Without With Without With
‘ Cost ~ Earning Earning ~ Barning Earning
Foregone Foregone _

School _ , .
Primary 246 30 448 12 1.82°
Middle . 507 40 1616 .08  3.18
‘High - | 710 - 48 1814 .07 2.56

College S
Intermediate . 1931 445 2811 .23 - 1.47
Degree _ 2441 469 2811 .23 1.47

University - 17414 769 4571 .04  0.26

Source: Kha;;l'A. Hamdani, op.cik.

Assuning that the above ratios hold for the whole country, the total
education cost per year for different, levels of education is shown in

Table 6.

Lt

* T * - e - ' . _
" 'Khalil A. Hamdani. "Education and Incom¢ Differential: An Estimation for
Rawalpindi City". Pakistan Development Review. Vol.XVI, No.2. Summer 1977.
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Table 6

: Annﬁal Unit Cost at Differeﬁt Levels of‘Educationa1978

. Private Cost Total

FQVEI of Ed?cat#°“ | G°Vg::$ent Without  With Without With
School ‘ : ‘ . :
 Primary 250 30 455 280 . 705
Secondary _ 800 56 2048 858 2848
ICOllgge_ - o ‘ A
Intermediate . . 2000 . 460 - 2940 2460 4940
Degree ' - 2400 - 460 3072 2860 5472
Technical - ' : : . '
Diploma ° "~ 7000 o 445 . 10290 7445 17290
Degree : "14500 2755 18560 . 17255 33060

Universit . 14500 - 580 3770 15080 18270

-

That part of the privafé costs which is a result of earnings will
be a part of tbe social cost only if there is full employment among the
educated/trained people. In the presence of unemployment, the ouﬁput'

- foregone will be zero.

The'total e&ucatioh.cost of specific professions with and without

earnings fo:egone is sumarized in Table 7. -

o , Table 7
Total Education Cost of Specific Professions

Profession . Total Cost without - = Total Cost with
. earning foregone earning foregone
1. Engineer . 719,620 . 159,885
2. Teacher A - 17,750 .. - 41,325
3. Clerk o . 10,600 . 27,645
. Technician - 25,490 - 62,22%

[0 -5

- Salesman’' -~ 16,320 - ' 38,589

A further breakdown of these costs is given in Appendix 1,

Tables 3-7.
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Cost of Technical Training at Pormal Institutions

At present there are several government training_centres providing
training courses in various trades. Theée are of the following typesi

L 1. Government Technical Tra;ning Centres
- (TTC)

2. Government Apprentice Trainlng Centres
(caTC)

3. Govermment Vbcational Institutes -
(GVI)
There are also schemes for giving partial or total -on-:ob or ‘in-

plant training, which are:

4. I.D.A. Vocational Training Project
(a) Institution-Linked Schame
(b} Wholly In-Plant Scheme

The estimated cost per year per trainee_from'these_training centres

is given below in Table 8.

‘Table 8

Estimated Costs Per Trainee Per Year

Institution - | : . . g::tyziz ?;:f??e
1 :
1. i Technical Training Centre 3979
2.  Apprentice Training Centre 2266
3. Government Vecational Institute 1366
4, IDA Vocational Training Project: = -
a. Institution Linked Scheme . 2075
b. Wholly In-Plant Scheme 1460

Source: WNational Vocational Training Programme, National Tralning Bureau,
Manpower Divigion: :

All the skills taught in the gentres are spread over a period of
less than one year. The annual costs, therefore, again prevent obtaining

the total,poét of training. The training costs for different skills have _
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been calculated by the National Training Bureau for 17 trades, and are
given in Table 9. Further breakdown of the cost estimates is given in the’

. Appendices.

The estimates in Table 9 show that the trades with ihe highest costs
of training are those of carpenters, farm mechanics, textile mechanics,
and welders, while for the civil. drnughtsman, mechanics/fitters, leather

‘\ workers and sheet metal workers: tha training costs are relatively low.

These costs, however, do not include the earnings foreqcna.by the
trainees during the period of training It can be assumed that the trainee
would have been working as unskilled labour had he not been getting the
traininq. Intthis case an additicnal cost will bea incurred by ‘the
individual in\terms of earnings foregone equal to the accupulated;yages
for the training ﬁeriod. From the point of view cf“the,sccietj, hoﬁever,
this will be a cosr.only if we can asscme that there is full eﬁpioyment

of the unskilled labour. ' | | N

II. The Cost of Informal Training
A person. ©can obtain a skill without going to school or-any other
formal institution. This is done either through the process of learning

* through work or by being attached as a helper to a skilled persons.

all such occupations as do not reqcire a degree or deﬁloma from a
| recognised institution can go tc those persona ‘also who have -only informal
training. No study existe on the costs of obtaining ekille throuqh
informal channels. The International Migration ?roject,'while conducting
a survey of returncd migrants, includc¢ a couple of questions on the costs
of.informal trainicg; The sample size was ﬁot_large enough to help investif

gate the issus in detail and only the following basic questions were asked:
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1. Did you get any technic&l
training before leaving _ .
the country - _ - ~ Yes No

2. If yes, what is the
a) -Nature of Training

b} How did you get this training
i) Through vocational Institutes_:

ii) Through 1earning by doing _

iiil Through informal appranticsship

" 4iv) Gther

¢. How much did you spend monthly on this
tralning Rs. ,

4. How much time did you spend to get
' this training

One hundred anﬁ twalve :espondenfs, of 40% of the total sample,
‘had had technical trajiming.’ oﬁt of these 112, oniy 26 respondents had
obtained training fram a formal Vocational Institute.} The reamining 86 -

respondents obtained their skills from informal sources. This indicates

praminent role played by informal trainxng in producing human capital
in\the country. Most of the_informal training_ig obtained throuéq‘the

arr ements of informal apptenficésﬁip éa'showﬁ in Table 10. \

‘Table 10 | ,‘\ .
Rata oi Informal Training . o
R R . Rural Urban Total
Workars who obtained o ‘ !
(a)}) Thr learning by doing - - o 4 12 16
(b} Through informal apprenticeship . 32 38 - 70
Workers. with Info 11.Tra1ﬁih§ ' _ N
From Vocatiohal Institutes ' ‘s 21 2

Total No.-of Workers ;th Technical Txaining : _ ' T
TCovered in the Survey. N | - 41 7T 12
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| The above survey indicated the acquiéition of the following major skills
Masgon '
Carpenter

Mechanic

Pipe'Fitter-and Plﬁmber

Painte¥

lTailof :

Electrician

Welder . o o
Electroplating

Goldsmith

Driver | N

- Telephone Operator

It is possible that oui small, sample may not have covered all the
skills that can be obtained ffbm infbrﬁal training. In fact, all the
: ' - § ' :
skills that were mentioned in Table 9' and which are provided by vocational

[} .

institutes could be included in the above list.

The survey has indicated that tﬁp period reoquired to obtain these

skills through informal arrangements varies‘from 1 year to 4% years

(Table 11),
Table 11 ‘
Average Time Spent in Informal g;aining
_ o | No. of Responﬁents -Average No. of years spent

Skills . » in informal training
‘Mason : o 18 ' 2 1/3 years
Mechanic : : 14 2Y years
_ Driver 11 3% years
Carpenter . 12 4h years

Tailor . 1 4% years

Table contd.’
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- Electrician 6 . 2% years
‘Painter 6 1 year

Welder 3 2 years .

Power Loom Opera’or 3 1 year
Telephone Operator 2 1% years
Goldamith . _ 2 - 4% years

Pipe Fitter and Plumber = 2 ‘4% yeara
Electroplating 1 3 years
Suit-cage Maker 1 4 yeargs

. all above skilis 86 2 years 8 months

The time spent Ln informal training is-generally greater than the
time spent in formal training. Nothing, hcwever, can be said about the

: quelity of skill .cbtained thrcugh formal and infcrmal trainings.
..\".. .

359 far as the_cost of informal ttaining is concerned, no significant
amountlhas teen indicnted by the respcndents in tﬁe survey which-mecns‘
that they\go not have to pay much to learn ‘the skills as apprentice.

_ This is because as an apprentice, a worker pmcvides substantial help to

- his trainer and it is pcssible that as an apprentlce he m;ght even be

| gettinq some petty pocket. money. In a few cases where some costs have

" been 1ndicated, the amount did not exceed Rs. 200 for the entire period
f‘of tralnlng.m The wages that a trainee would have got had he worked (as an
ungkilled worker) instead of learning the skill are ccmponent of his |
prlvate cost. For the society. thls will be # cost only if there is fullj
employment of the unskilled workers. However. in . the pxesence of sub- '
"stantlal unemployment among the unsknlled workers the time spent by an

' unakilled worker in learning a: skill W111 cause no loss of output to the

K
¥

society.l
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TRAINING COST CAICULMTIONS

Table 1

~ Trade-wise Equipment Cost and Depreciation

Aggendix_l

Trade Categohy

~ Equipment Cost.

ﬁépreciation *

WO N T B W N e

17.

5-No. Per Place (Rs.)  Cost @ 10%
. Mechanic/Fitter 15,000 1500
; Turner | 40,000 4000
L Nelding 50,000 * 5000
Electrician 20,000 2000
Rad1o/T.V Mechanic 20,000 2000
. Auto-Diesel Mechanic 25,000 2500
 Carpenter - 60,000 6000
Plumbing * Pipe Fitting 11,000 1100

fextile Machine Ma1ntenanceﬁ - B

Mechanic ' 31,000 13100
10 Neav1ng 20,000 2000
11. 'Airdbbﬁditioning -20,000 2000
' 12:\\‘ Sheet Metal Work 10,000 ° 1000
13. N Civi1 Draughtsman 1,000 © 100
14, Painting & Dentlng 15,000 | 1500
15. Farm Mechanic 60,000 6000
16.  Leather Work 15,000 1500
Foundry 20,000 2000

*Life of equipment is assumed to be 10 years.
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A dix 2
EARNING FUNCTION

An earnings_function has been estimatsd by Hamdani for each

-educational level.

, For each gducational level the earnings foregone or opportunity

‘cogt is the difference income for that level_and'its préceding one.

pata has béeh used for a survey ofﬂRawalpindi city conducteﬁ by
PIDE in 1975. | '

Since’individual 1life time lonaitﬁdinﬁlidata was unavailable, the
earnings function was fitted on cross-sectlon ‘data for employea
individualg of varying ages at given educational lavel Income was

regressed on age, for each level of educatlon, using the follow;ng form

of regression.

M =_a'+ bA ~ CAZ +dz: +u

where, I (¥) = natural logrithm of income

Ai = Age
2, = Standardization varizbles .
u = regression error

a,b,c,d= reQression.coefficients

The results of the regressions are given in Tabla 1.
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INTRODUCTION

The eramaticlrise in the inilow of home remlttances from Pakistani
workers in tne Middle Eastern countries is a phenomenon of great impor--
tanee for Pekistan. from an insignificant level of Rs. 155 million in -
1972-73, tne ?olume‘of remittances rose to an estimatedA1807.million in
_1979;90. Valued nt market prices, remittances now comprise 8% of the GNP
andv40% of the total foreign erchange earnings, and finance 86% ef the
trade deficit. It nay be observed that viewed purely as an izflow of
forelgn resources, the current size of the inflow is very large in
comparison to the,other type of foreign exchange transfer, namely.
foreign assistance. The latter (lncludlng loans us well as grants) never
exceeded § 1250 mllllon in any one year, and was often much below that

figure.

It is being increasingly recognezed that migration is not an un~.
mixed blessing. On the benefit side; remittances are the major. (if not
the sole) benefir from labour migration.: They ere net addition to our
society's resources; they»ease_balanCe-of-payments constraint; ane'they
» nOOSt development by permiting imports of capital goods'and raw materiais;
and by impxoving“eapacity utilization in industry. Remittanees may also
channel resources ;nto/the hands of the government and thereby enabie it-»
‘to increese development expenditure. Furthermore, if thellabourA
nigration is taking place from the’relatiéely,less»affluentlsections of
society,‘nuch as the unskilled, semi-skilled and service workers,

“remittances, by raising the consumption level of their families, may

result in an improvement in imcome distribution.
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. Arguments\regarding disadvantagéé of'remitances raise brocad issues
‘such as unpredictability of remittance flows, and unproductive uée of
remittahces by the emigrénts' families. Since the levei of remittances
depends on a host of factors, mostly outsxde the control of the receiving
country's government, the government cannot predict the future flow of
these remxttances with any degree of confidgnce; nor can it, therefore,
base its long-run development plans on the expectation tﬁat remittances
will contifae to flow in at a known rate. Also, the ad hoc planning of
consumption and imports in the presence of/a large inflow of remittances
may result in an irreverisible dependency oﬁ imports and high consumption
levels which would be &ifficult to maintain if this source dries up or

shrinks in size.

It is also argued that the pattern of use of remittances by the
emigrants'’ families waéhes away most of the gains from the inflow. &
large part of the remittance money is spent on raising &u:renﬁ consump-
tion (largely of imported consumer goods), and on unprodﬁctive investment
such as real estate, purchase of residential houses and qonsumer durables,
etc. Such expenditure, apart from being inflationary, is éuité often of
the‘type.which can be characterised as luxurious, and which may, ﬁhere*
fore, have a strong demonstration effect on tﬁe consumption of non- |
bmigrants as well. This reinforces the initial infiationary impact, and is
'al$9 likely to lead to- other social problems like frustration among ghose
who were not fortunate enough té migrate. Another aspeét of the consump-
tion-oriented use of remittances-is.the relatively high imporé‘content
of. the consuhption demand generated by the remitted funds. If this is
true, then some of the balancé—offpayments_gains are offset by the higher K

import demand.
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‘The beneficial effects on income distribution may also not be fully
realised if (i) the migration is not disproportionately from the lower
income groups'and (ii) the consumption and investment pattexn generated.

by remittances favours the richer classes. For example, the higher demand

*fer real estate‘favours the propertied classes by pushing up asset prices.

fhese disaﬂvantages offset some of the gains.from remittances, buh
which way the scale welghs, cannot be determined on a przori considera-
tions. The magnitude of the net galn or loss is an empirical question.
The cost-beneflt exercise undertaken later in this study ie meant to
explore that questlon,> However, before we do that, it is necessary to
establish the volume of average remlttances and the behav;oural pattern-
of dxfferent soczo-economic groups in this regard, 850 that the stage is'

set for exploring preCLSely the type of questlons ralsed above.

in the following pages are set out the various issues and problems
involved in the analy51s of\the use of remittances. The next two chapters

take up the detailed examination in the_liéht of this discussion.

I. ANALYTICAL ISSUES

Before.proceeding to analyse the use of reﬁittahces, it.is_
important to establish what'apéear ec be the salient p;ob;ems in a theo-
retical treatment of this question. The issues can be summariseé as
follows:

(i)  since it is difficult to directly ascertain what pcrtlon of
- the expenfiture of a mlgrant s houschold is being financed
by remittances as against other income, what method can.be
used to analyse the effect of remittances on the ‘expenditure
pattern.
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(ii) A related guestion is whether the 1mpact of remittances oA .-
consumption should be analyzed by looking only at those whq/

. actually receive remittances, or-should we include in our
analysis those who did not receive any remittances but -
nevertheless increased their expenditure on goods and
services?

(iii)  Our cost-benefit exercise attributes different social values

’ to consumption and investment. This raises the question of

- classifying different expenditures into these two heads in
an objective manner.

{iv) Related to the last point is a theoretical issue: whether
we should expect stable consumer behaviour with regard to
any classiflcation scheme we may wish to adopt.

v) What aggregation scheme should be employed to examine recruit-
ing consumption expenditure together with infrequent lumpy
expendituxe.

(vi) Since remittances may be an irregular or infrequent source of
income for migrants' families, does the irregularity
influence the relative size of their outlays on consumpt1011
and investment/savings? :

(vii) Is there any other form of income generated indirectly. by the

‘ inflow of remittances? If so, what are its effects?

(i) Identification of Uses

In order té distinguish the usés of remittances frqm'otﬁer "nqrmal"
expenditure, we propose to compare the behaviour of the migrant hoaseholdé
with that of the conﬁrol gfoup. As described elsewhere in this report, the
sampie of families in the control group was chosen to correspond closely
to the life-style and soc;o-economic status of the migrant households.
Thus, the only‘difference between the two groups is that one-receivg;
remittances while the other does not. We can, therefore, assume that the
behaviour of the control group refiedts Qhat the migrants would have done
in the ébsence of remitfancés. ‘Hence the comparison of ﬁhg two groups

will bring out the effect.of remittances on the expenditure pattern.
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This assunption may, however, be open to some reservations which
should be mentioned. First of all, if we look atrexpenaitnre patterns‘
disaggregated by income class (which nay reflect status), it is not clear
fvwhetherlthe income cless of the nigrant family should be determined on‘
the basis of'the migrant's pre-migration income or that of thetpost-
migration .income. The comparison on the basis of pre-migration income
ehonld heip bring out the grosslincrease'in consumption beoause of the

ixflow of remittances. On the other hand, the comparison on the basis of

-migration income would reveal the difference between the uses of
dhmes cally earned income, and those of hote remlttances. The, two may
have -uses 1n dxfferent types of analyses. For purposes of this report,
‘however, we are ignoring this dlstlnction. We'shall, in subsequent
Areflnements of the analy81s, try to deal w1th this- issue by drawing con-
clusions and making comparlsons separately on the basxs of both the
approaches (pre- as well as post-mlgratlon lncome classification). 1In
additlon, we shall also look at other dlmen51ons of llfe-style, namely
rural/urban residence, professlon/skill, educatlon of head of household,

eto. These w1ll provide additional details on the pattern of the use of

remittances in the’ d;fferent sub-classes.

(11) Impact of Remittances on Non-Mlgrants

| Another problem w;th thls method of analysls may be that the contro
.group may have itself been influenced in. its behav1our by the phenomenon
of migratlon and its conseguences.} Thus the reference point we have
chosen may not have‘been,stible'ai; this time,sbut may have been shifting
in the seme’direction as.theﬁpoint whose distance from it we want to

-

measure. There are three major;reasons why this'mey have happened.
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Firstly, there is the §o~called "demonstratién éffect“»oﬁ the high
and conspicuous consumptiopxof thé migrant households; Since a large
number of these householdé come‘frdm the ﬁiddle and lowe; strata vof:the,
social hierarchy, the sudden rise ih their consumption (especially of
imported durébleg and clothing) placeé a great social pressure-on all
social classes'whichvconsider themselves’equivalent or superiof to the
migrant classes, to raise their consdmption in a like‘mannef. To the
extent that they Cannot do so, it/leéds to frustration an& dissatisfa;-‘

tion.

A second reason why the control group .may now be beﬁaviug diffé-
rently from what itvdid earlier,. may be that domestic labour scarcity, by
pushing up the real wage rate, brings about changes in'income'distribﬁtibn
&nd concomiténtly iﬂ consumption propensity. This is, however, hypothe4
sized to be captured by the income distribution weights in the cost~
benéfit analysis.

L3

' Finally, the rising real wage rate of urban labour may induce greater
optimism/about the future in this class, which may result in raising
their consumption even higher than that warranted by the high wages. This

effect is, however, expected to be rather weak and not of much consequence.

If we take the above three,éffects‘togethér, we can éssert that the
consumption of thé control group.will be higher. than beforé( éven though
they are ﬁot receiving any remittances. .C1early this does not/pose“any
problems for static comparisons, since we can_reasonably~assnme that the
consumption of the migrant group would similarly bé high, even if oné of
the family had not migratéd. Thys, since both the groups are in the same
~social miliieu}'all factors thch luence the one also influence the

fOthQr, and thus do not need to»be accounted for.
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If we were interested in the dyn~mic effects of migration, this is
an'issuebwe would have nad to aeal with., We wouie need a general
equilibrium dynamic model with parameters simultaneously or recur51vely
determined over time. This analysis would not be possible without

extensive longitudinal data on incomes and expenditure.

In the cost-benefit framework also,'the higher consumption'propen- '
sity of the. non-migrants poses a cost to society (as explained above)
\\
\which can- be attributed directly to migration. We do not have a Simple

’anﬁ uncontroversial measure of these costs, and, as such, we ere not in a

pos ion to: arrive at prec1se estimates of the aggregate net social

benefit of migration during the last 6 years. since it may be desirable
to make gome reasonable estimates of these benefits, we do intend to deal
with thisv_ssue in the subsequent refinements of our study. Similarly,

questions 1j

e "economies of scale“ in migration,.or forecast of future-

¢ostabenefit‘§treams with finite chanas in migration flow are not

|
measurable with\any degree of precision in our framework. However, at
_this stage we are interested in the marginal net SOClal benefit of
migration, and in the policy implications thereof, for which the static

~

.model of comparison presented above is quite suitable.

..\

(1ii) Classification of }Eb\:penditure :
Since in the cost-benefit analysis, we ditferentiate between the
contributions of consumption -and saVings, a question arises regarding the
‘classification of the different. expenditure categories into these two
headings. This classification needs to be made in View of both the

theoretical basis for separate treatment of consumption/savings in ouxr

- framework}and the trade-off for the individual household between current
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and future consumption as reflected in the savings decisions. The follow-
ing discussion highlights the issues involved in deciding upon a classi~

fication.

We shall begin with three categories-consumption, investment and

savings and discuss the rcasons for distinguishing betwaeen them.

From the point of niew’of the individual decision-maker; the
distinction between consumntion»on the one hénd; and investment and
_sav1ng on the other hand is indlcative of his choice between current and
future consumptxon. The only difference between private saving and
private investment is one of control (and risk), because both reflect one's
desife to postpone.consumption. Both these'actibns provide.the'economic
agent wWith a command over future ;esources which he can then choose to
exercise. If we pursue this line of reasoning, it is evident that we
‘should 1nliude in investment all purchases of real estate, machinery,
financial 1§§truments, residential house-and even consumer durables,
because theseypurenases reflect an outlay on durable goods against which

there would beaflow of consumption services in future years.

From the social point of view, things are not so simple. First,
the reason for distinguishing between consunption expenditure and invest-
ment expenditure is besed on the fact that the latter type of—expenditura
results in raising the productivity of the workers in the society in
addition to nhatever it may provide to the investor. If this benefit does
not exist, then as far as the society is concerned, there is no difference
between consunption and investment; both types of expenditures’use up real
resources of'the‘seciety, and both types of expenditure provide satisfac~

tion to the decision-maker only.
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Tue secood point relates to the distinction between investment and
savings. Tﬁeltefm savings is being used here to denote the conversion'
of idle.purchasing pouer‘into secure financial instruments.v‘Examples can
be time deposits, saving schegesp prize bonds,:defence certificates, etc.
We can assume with a reasouable degree of accuracy that this results in
the .transfer of 1icuidity to the government or quasi-government organiza-
tions through the monetary system or through‘finShcial intermedieries.
The‘government or quasi-government organizstions will, in turn, corvert
‘these funds (or most of them) into real-thsical assets with the qualities
. mentioned in the last paragraph. These benefits'have} ~however, to bé¢
‘balanced agalnst the llkely addltlonal consumptlon by the holder of
flnancial instrupents in later years. - .

_The term private inyestment is distinguished;from.savings, as‘it is
used.to denote accuisitioh,of teal.physical assets which.can:proside s
stream of returns in the future.' This can be of two types: ki) acéuisition
of assets which are a net addition to the. society's capztal stock, and
(ii) purchase of existing assets from other owners. "As far.as the latter
iz concerned, its teal implication for the society's welfare is based on
what the se?lefjof assets does with the moneyg Clearly, 1f, for example,
he chooses to consume all of it, it would be as if the purchaser of
assets had himself consumed 1t. However, it is Yery difflcult to assext

what would happen to the purchasing power now.tfansferred to the seller of

. *
- agsets . . “Since we do not have any definite 1nformat10n, we. are assumlng

*. Gulsinger (1980), ‘in a short note on this point, argues that Pakistani
migrants; because of their age, education .and skill level, are not the
logical investors-in "productive” assets. ‘ As such, transactions in ‘real
estate can be viewed as a (imperfect) form of financial intermediation.



81

that all of this money would be saved. This assumption, although un~
likely to be true in a phy51cal sense, is, however, not unreasonable as
far as its genetal-equillbrium basis is concerned. We note that if the
seller of assets had decided to dispose of his assets (because of
cdnsumption requirements, loan4repayment, investment opportunities or
“what have you); his expenditure decision can be‘accepted.as fital irres-
éective of who buys his assets. As such, the purcbaser's decision is

to be viewed as an independent investing decision,'hot to be offeet 5y

the simultancous disinvestﬁent deciéion of the seller,-which, despite its
simultaneity, was made sepatately and independently. Another rélated
point can be that in a'genetal-eqpilibrium ftamework, the inc:g;sed.demanﬁ
f?r‘existing capital stock éushes up its price (excépt in thevcase of
inelastically supplied»capital) and makes installation of new‘capital
mcreihtttactive.and desirable. 1In view of this, more capita; may actually
be added to stciety‘s resotrces in an indirect way because ot the saving'
decision ﬁade eléewhere. ‘We-fell that theée teasons ate sufficient to
justiffkthe consideration bf the purchase of old physicgl éstets on a

par withnthe acquisition of new tapital‘as investmént; .In éfder to
distinguiéh this catégory of‘investment, however,; we have ciassified it

separately as "Financial Investment".

In béth'the cases mentioned ébove,“ngmely acquisitiot of new
physical capital and that 6f old physical capital, we face another question,
of classifigatioﬁ. As mentioped earlier,'investmént has tﬁe quality.of ‘
rai#ing the pféductivity‘of tﬁé work force.and is therefore desirable. Now,
there may be types of expendlture Whlch have a stream of returns in the
future, but no such benefit. Examples may be purchase of ‘durable consumer

goods, construction or improvement .of one' s own residential house, etc.
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Such expendituree do provide a streamvof future services to the decision-
maker, but only to him, The question, then, is Hhether such expenditure
is soc1ally as desirable as, say, purchase of irdustrial machinery. -

feel that this is not so and that such expenditure should properly be
.classified as consumption rather than investment . In order to be able

to treat sueh'expenditure eeparately, we have decided to create a seperate
~classification, "consumption-type investmentﬁu Thie‘categorv'can then be
added to either ooneumption or investment debending‘on the views on this
question. Our coet-benefit analy31s proceeds on the premise that this ie

¢

a consumption expenditure.

[

one finel pointvon classification of the use of remittances relates

. to health and education expenditures. Expenditure on these categories has
some characteristics of consumption and some of investmeht. ‘They may be

considered to be consumption as they provide "utility" only to the

decision—maker. However, they do 1ncrease the productiv1ty of the worker

‘and ‘as such may be conSidered to be. investment in human capital. We heve
‘classified them under a- separate*heading, consumption—type investment"

so that.a reclassifications, if desired, can be done without any problem.

Howevem, we feel that the magnltudes invclved.are .80 ‘small- that<the '

results.won't be4sensit1ve.to‘this classification.

- To summarise'the'foregoingudiscussion, the -information.on expendi-

tures and savings shall be categorised as,follows:i

* o1t may be observed, that this assertion is not uncontroversial. Purchase
".of -durable consumex qoods ggx.increase productivity (sewing machines,
bicycles, e.g.), construction of one's cwn house may -reduce pressure on
housing, improvement in one's house. may have impact on hygiene and: physical
well being of’ occupants ‘and therefore raise’ productivity, etc. Despite |
these examples, we are of the opinion that by and large, such expenditure
.results in a satisfaction to the purchaser himself without major social
-externalities, and therefore neads to be classified as consumption. -
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(a) Consumgtion: This is further classified into two sub-categories:

(1) 1, representing recurring personal consumption expenditures
such as food, clothing, fuel, rent, household neads,
transport, utilities etc.

{ii) 2, made up of Cl plus average annual . expendzture on
' marriages.

(b) Consumption-Type Investment: Here we will use thrée sub-catego-
_ries:

'ii) 3, which will refer to c? plus average annuai expenditure
" on health and education; , /
& . i ‘ -‘i
(ii) C4, which will be equal to C3 plus average annual expendi-

. J
ture on consumer durables, and ' j

v

property. . L o

(c)lProductive Investment: This is expenditure resulting in a het

(iii) g 3 which is C4 plus purchase/improvement of residentiqi

addition to society! & productive resources in the form of either

physical capital stock or increased working capital (inventories).
‘ F
Q. g- B 5y \‘: . - !

1

(i) Agricultural Investment which is for improvement of

agricultural land, purchase of machinery, use of modbrn
inputs, etc , and

(ii) Indugtrial/bommercial Investment meant for purchase of

1ndustr1al machlnery, 1nvestment in cottage industry, shop,
hotel, commerctal building, vehicles, etc.

/

(a) Financial Investment‘_ Thls means expenditures resulting in _

transfer of control ovg: productive resources without a net
addition to the stock, ng' purchase cf agricultural land,
llvestock, purchase ‘of shares/stocks, ete. )

ey

{e) Savings which represent. pugchasing power*in*ixqﬁid or semi-

liquid instruments, e.q. Bankvdgggsits, National Savings Schemes,
‘Prize Bonds, NIT Units, etc»\

-s
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(iv) Stability of Consumer Behaviour

A theoretical question velated to this classificetion now arises.
Since the theory of stable consumption functions is based on stable
' indiVidual behaviour, which is related to present and future consumption
'and not to the existence of social axternalities, ii is not clear whether
we can get a stable function under our assumptions. :This may be a.mejor '
problem but is not very damaging as far as this study is concerned. Sinoe
tbe estimation:of eosts and benefits of the migration~hitherto observed
is a'desoriptive exercise, tbe only‘question is'whether.tbe behaviour of
the sampled households adequately represents the behaviour of the popula-
tion of migrants, whether stable or not. If it does, then we have a gpod
estimate of what the migrant households may have done. The problem arises
in making the inference for- what they will do in the future. lf the ;
behaviour is hypothesized to be unstable, we cannot make any dynamic !
inference. However, wa are assuming that the behaviour is stable. The
‘reason ig that or*e an 1nd1vidual dec1des between preSent and future
consumption, hi’s deciSion on the distribution of both types of expenditures
. will depend upon #1ot of things~ his level of skill, education, social
status, knowledge ofsinvestment opportunities, desires.regarding 1ocation,
,ete. These things will determine‘for him the relative profitability of
'different investﬁent possibilities. If wévao not,expect‘a major shift in
the socio-ecouomic profile\of migrants; there is no reason tosexpect a
major shift in any of the above determinants of the distribution of'invest;
ment, unless the financ1a1 intermediation system hecomes more sophisticated

“and’ increases credibility and information flow of alternative investment

opportunities.A
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(v) E#penditure~Aggregation

We shall mostly be looking at annual expenditures of the surveyd
households on different heads of consumption and investment. Since some
expenditures by their very nature are 'incurred only infrequently {such as
t'expenditures on marriages, durable consumer - goods, etc. ), a question
arises whether it is appropriate to add them directly to the ordinary
recurring expenditure. We have adopted the following a;proach taken by
'most consumption function studies. If 20% of our sample are incurring
such expenditure in one year,it can be assumed that everyone will, on an av
~ average, incur it once in five years. Hence the expenditure should
theoretically,be spread out over 5 years instead of over one yeer. This
amounts to the same thing if we average the total expenditure incurred by
the 20% households over’ in the all sample of the househclds in the sample,

which is what we have done.

For eXpenditure‘in other categories, namely productive investment,
savings; etc., which has.been analysea separately from consumption in this
report, we have converted the total expenditure of the family since mig-
tation into annual figures by using the estimate of the average stay

abroad.

(vi) Reguiarity/Freéuency of Remittances

Another factor which may have some imoact on. behaviour is that
femittances may be regular or irregular, frequent or infrequent. This
caueee the income flow to be intermittent or irregular, thch can be
hypotheSized to 1nf1uence peoples expectations ‘abcut income and, through
that, their behaviour regarding aggregate.expenditure on consumption as

well as various Sub-aggregates. 1In order to test this, we can divide the\
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househoids into those who received regular apd frequent remittances znd

those who did not. The two subsets can theﬁ be compared to discover any

systematic divergence in behaviour. For the purposes éﬁ this report, the
‘ possibiiity’of such a divergence in behaviour has been assumed away on the

assumption that‘a large majority of remitters remit money regularly.

(vii) Treatmént of Capital Gains

A major issue which we are sweeping under the rug is theltfegtment'
"~ of capital éains ana its effects on‘consumption and investment. There is
.a.general view amonglecohomists familiar with Pakistan that is recent
years, real .estate has been an éxtremely'atfraétive iﬁ&estment, precisely
\beéause'of huge capital gains from rapidly rising aééet é#ices.
Remittance iﬁflow énd‘idle liquidity with‘migrant families are among other"
things, considered to be responsible fof this dram;iié eécélation in
pricgs. There may‘be differences betwéen.the ekpected-and reélised.fates
of return on- this investment, which could influence the/choicé.bétween it
and other alternatives, but it is true that real estate has realiséd a
very h;gh,rate-bf return. Now, if a part of‘the migrant family'; iqéomg
.goes into real estate, it seems likely tbat\significant capitél gaine may
have accrued to kh&m over tnis period. ﬁ&reover, if pricés have been
goiné'up}_piOpérty owners in genéral haée benefited through cépital géihs.
This pbses.éhe‘qhéstioﬁ‘of cohéumption,prépensity out Qf'cépitai gains
as well as that of temitianées causing adverse income distribution. Aé
we do not intend to'include capiﬁal gains.in our calculation of income;
~ this will cause an upward bias'in our estimate of éonéumption propensity
out of iﬁcbme. Cur téason'for its exclusion is that the bulk of the réal'
'éstaté investment by migrants is either in agricultural land or in residen-

" tial part of capital gains remain unrealised; ahd we assume that unrealised.
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ucapital gains do not influence cohsumption. Some of the cap1tal gaips may
have been reallsed by sale of assets by the sampled households, and ‘the
1nformatlon on sale and purchase prices does exist in our data. Thls can
be used for refinement in the analysis by incorporating such realised gains
* into estimation of household income. We may, however, not be able: to
adequately analyze the question regarding 1ncome distribution effect of

rising property values,

II. DATA ISSUES

The nature of the sample survey, and the type of the da%a collected
heve been described elsewhere in this repore. The following brief |
description is given as a recapitulation. The survey was oonéucted in two
4stages. In the first stage, names and addresses of approximately 12,060
passengers ‘travelling to the Middle Eastern countries from Karachl,
4Islamabad and Lahore in September - October, 1979, were collected. This
formed the 1arger sample from which a smaller sample of 1153 households,

spread in 48 towns and 275 villages in Pakistan, was selected on‘the basis
‘of cluster sampliug techniques. These households were interviewed in
February - April 1980 in considexable detail concerning their socio-
economic characteristics. Simultaneously, the interviewers were directed
to select and interyiew families‘in the control gfoup and in the returnees
group from the same locations as the'ones from where the migrant families
were being interviewed. They were also directed to try to select such
control and returnees households as appeared to enjoy a life-style/social

_status equivalent to that of the migrant families. The following is a

description of the information on incomes and expenditure so collected.
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Income _
| The hodseholds in the sample survey were asked questions about tﬁe
foliowing sources of income& |
. (1)’.Remit£ances (migr;nts only)
| _a) Amount remittéd in one year;
by Amount brought by migrant on a visit -
‘e) ' Total amount remittéd during stay abroad
5) Frequency and regularity of iemittances

e) Channel of xemittancés

(ii) Wage/Salary earningé by other family members
(iii) Income from land
(iv) Income from business

" (&) Income from rent

The following problems in the information obtained and its potential

use can be envisaged. -

Consumer durables sent by the migrant éo his fahily éhoﬁld bé treated
as remittances inAkind as well as expénditure. This poses érobléms
of valuation of these item#. We'willgiﬁclude them in total reﬁi£t§nces
ﬁhile camparing total rémittan;é.floﬁ since migration.ana toial consumption

based upon it, but not when calculating the annual recurring congumption

out of the income .and remiﬁtances in one year.

.

Theré'may‘be a problem of cSnverting-daily wages into an@qal earnings.
We have done this by as;umiqg 300 working days per yeér; wﬁicﬁ_seems

" reasonable in the absence of any evidence to the contrary.
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Another issue is that of house rent. Only 15.5% of the surveyed
familiés were liVinQ'in rented houses. Since comparing the incomes and
expenditures of these families with those ih their own houses may n§t be |
appropriate, we shall use an imputed house ﬁent for the latter type of
families, which can be calculatéd as follows;v

| (i) Whenever éhe respondent's own assessment of the rental value
. of his house is‘available. it may be taken as the estimated

house rent; N :

(1) Where the respondent's assessment of the sale value of his
' house is available,: but not that of the rental value, then . .
imputed yearly rent may be eStimated at one-twentieth of the

" ‘sale value of the house.'

(i1i) Where neither information is available, house rent can be
assumed to be equal to the average, rental value of the houses
occupied by families within the same income class and rural or

urban location.

In this form of calculation, imputed house rent should be-added to
B bt >3 v

both the incomes and the expenditures of the relevant families,‘_

Expenditure/Savings

-

The household survey collected detailed inférmatiéﬁ'dn’éxpenditure‘
and savings behaviour of the iﬁtervieﬁéa‘fgmiliésQ"§epéf£Ee figures were
obtained. for 25 major cateééries-of‘outlays and on several subdivisions
within each ¢ategory. The time-base over;whichftheusub-agg#egated outlays
aré defined différ from category to categery. - In the case of ordinary

- recurring expenditure, a fixed time base was used: one month for small

2
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items,.ané one year for large items. Eor the other, less frequeht
expenditure, the time base was less rigidly defined. The time when each
expenditure had been made was inguired of ;he resppndenté‘alongiwith the
,m$§nitude of the expenditure iiself. Migrant families werevasked‘£bout
all such'egpenditureé made by them since the'mibration'éf tﬁe member of
their house. Other types-of respondents were asked to 1ist all such ex~
penditures mada in the last several years. The reason foH'giv&ng such
wide choice to the respondents wa§ that such expenditure was quite
infrequent, and iimiting the base t6 ‘one year may have reduced the sige
B8O substantially as to create possib@Lities of noﬁnrandomnesé in the total
figures obtained. Moreover, since these are fairly substantial and
1umpy expendltures, the respondents arc not likely to have : g
forgotten the amount spent by them even if it had been some time ago.
The detalls of the categories, along with the time base for migrant

families is presented below:

Expenditure - ‘ ; ] ~ Time Base
1? Fobd/Fuel . | per month
2. _Cloihing/Shoés per year
3. Houéehold Needs per year
4. | Transport B per year
-5 House Rent varylng periods
6. Electricity/Gas per month
7.  Marriage Expenditure since,m;gtation
8. Charity | gince migratioﬁ
9. Educatioﬂ'of cﬁ;ldrén lno peri§dl'
10. Health | | per month
ll.‘ CQnsﬁmé; durables purchases | perAviait\
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12; House Construction o since'miggation;
13. House Imprc#ement

14. 'Real Estate Purchases

15.  Agricultural Land Purchases

16. Cattle/Livestock Purchases

17. Agricultural Improvements

18. Agfipulturai Machinery Purchases.

19. Comme;cial‘vehicle(s)-Purchases

20. Industrial Machinery Purchases

21. Investment in Cottage Industry

.22,  Investment in Saving Schemes

23. Investment in'finance Corporations
'24. Investment in a Commercial Enterprise

25. Purchase of Shares/Stocks

The expenditure/savings of the control group ‘and the returnees
group is also disaggregated in the samé manner except that, as noted
earlier, for the former the qualification "since migration” is dropped

in the definition of the time base,

The major data problems in income and expehditure relate to biases
. introduced By sampling methodology, and to aggregation of expenditure
.defined over different time bases. To caution the reader, a brief mention

of these biases is;appnppriate here.

Due to the néture‘bf sample seleétion, urban areas have been over-
represented in the sample. As such, any systematic difference between

rural and urban behaviours hill bias the average figures estimated from
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the national data. We have tried to account for it by calculating
‘weights to be applled ‘to the dlfterent samplie 901nts, which should par-

tially correct this error.

'The sample also contains a disproportionate number of fresh
migrants whichtmay»influence our estimates of average remittances aﬁd"
average use propensities of these remittacces. We have tried at times
to &istinguish between the behaviours of fresii and old migrants in crder
to establiah this difference. and, if possible, to account for it

qualitatively.

It should also be'kept.in mind that in some cases thete_may be
more than one migrant from the pcusehold. Kowever, the information
coilected pertéims to only one migrént§ Speclflcally, neither the
remlttances from other migrant(s) nor the expendlture 1ncurred out of

‘those remittances, was collected. To the extent that it is dszlcult for
the respondent to remember oct of whose income a certain exgenditure was

incurred, it méy bias the figures.

Lastly, as mentioned elsewhare in this section, the survey
collected 1nformat10n on consumPtlon over the past one year, and on
1nvestment over.se;eral preceding years (ever since migration for

'&igrants(retu:nees'familie§; and ﬁithout a time limit'for the control
group). Now,that,'the egpenditure hes to be aggregated, we need to
convert it to a single time bcse, whicﬁ ie‘?roblematic. what we propose
to do is'to examine consumptioﬁ on an annual basis along with annual

income and annual remittances. On the'other hand, investment will be

aggregated over the entire stay of the migrant abroad, and compared to
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- aggregate remittances since then. We/also have figureszon\the amoﬁnt of
- investment expenditure made by ﬁhe reépondent families in‘the last one;
year. Potentially, this can be used to dalculate the total_exggnditure
~made in‘one year, and to provide a consistehcy check on the figure of \

. remittances.



. CHAPTER 6

FCREIGN REMITTANCES: VOLUME
AMD  CHANNELS
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I. STATEMENT OF ISSUES
The Examination of the volume of renittances shall focus on the

following issues:

" a) What is the proportion of migrants who send any remittances at
\ali? Are there systematic differences in this behaviour across
- occupational groups?

b) .What is the average amount remitted or brought home by a migrant
‘in one year preceding the survey. |

c) What is the average monetary value of "remittances in kin "?
These may be substituting’ for cash remittances.

d) What\are the causes of significant differences, if any, in -
‘remdttances behaviour:of'different types of migrants. Some of
the factors that may cause’the'differences in the average'level

. of:remittances between difterént types of migrants are:

| 1,'1Occu2ation=‘ Ihis determines the income‘as well/as consump-~

tion pattern abroad. |

2, Provincial and rural/urben origin. This will ‘matter if

there are regional differences in consumptxon and saving
habits. Even within rural areas, migrants from Eggggi? and
irrigated areas may differ with respect to consumption/
saving habits, and hence may differ with respect to their
level of remittances. The same considerations may require one
to look at the size of the city of the emigrants within the

X,

u:ban emigrants,

- .
Barani areas are rain-fed areas, i e. areas that are almost wholly
dependent on rains for their. irrigation
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e)

£)

3. Educational Level: This may not only determine may also

affect the emigrants’ willingness to remit money. The '

better-educated emigrants may lime to invest their savings
abroad whereas the uneducated emigrénts, beingrunaware of .
investment opportunities, may send all their savingsfbéck

to their country.

. 4. .Number of dependents left behind: Those who have lesser

number of dependents left behind may remit less money. Thus

young and unmarried migrants afe likely to send leéser

‘reﬁittaﬁces. |
What is ihe treﬁd'in'averagg remittances? Whethef the current
average level of remittances will coﬁéinue in fpture is an
imﬁortant issue for the cost~benefit'analysis. The answer will v
depend'on the behaviour of the factors thaﬁ significantly affect
thévlevel of remittances (ment;oned‘in 4" above). For eiample,‘
if average remittances afe lcwer for unskilledtwnrkers thaﬁ for

skilled workers, and the proportion of unskilled workers increases

. over time, then the level of futuré remittances per worker may

decline. Simi;arly, if remittances depend 6n the number of

dependents left hehind, and if mo:e‘mémberS*mig:ate from the
same family tﬁen ﬁhe level of future remittances is likely to
éebline, ' |
ﬁhat prop&rtion of remittances come through the banking‘channels?

What are the other main channels of remittances? What are the

factors influencing the individual migrant's preference for one

channel over another?
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All the above issues have not been discussed in the present report.
Substantive discussion on issues mentioned in 'd" and 'e' have particularly

been ieft for subsequent analysis.
IT. DATA

The following ‘informatiop was sought reggrding thelinfiow of céah_

remittances from migfént workers:

a) Amount remitted in the year preceding the survey,

b)A Amount brought by the migrant on the last visit home

é) Total amount remitted since.migration,(including the
amount brought by the migrant on visite).

d) : Frequency/fegulafity of home remittances.

e) . Channel (s) of rgmitting money .

‘In addition to these questionms, the migrant hbuseholds weré also
_asked in detail about gifts/durabie goods brought or sent home by the

migrant.‘(These are the 'remittances in kind', discussed above.

At the outset, it may be observed that the méthod of sample selection
. may have caused the following biases in the distributlon of households.

1) OVer—reprgsentation of migrants who have been abroad for

.;léss than one year.
2) Over-representation in the "leés;thaﬁ-one-year" category
of_migrants who have. been abroad f;r less than six months.
3) Overfrepteséntatibﬂ of urban migrants in the sample.
N :

The first two biases can generally lead to an'under-estimate of the
propensity to remit money homel ﬁe can reasonably expect iﬁe 1ess-£han—

one—yearimigrants to have higher than.gverage.éhance of not remitting money.
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Further—moré, within this group, the‘less-than—six—months group will have
a still lower chance cof zending money duc o "n‘amiliarity with channels
cf remittance, starting-up costs in foreign countxy, waiting period before
sizeable savings are accumulated, etc. Hence, if the sample has a larger
- representation of such people, the sample éropensity to remit will be

below the tfue population pfopensity.

The net impact of the urban'bias in our sample is not so clear. On
the one hand, rural area migrants have stronger family bonds, and may have
a stronger desire to remit money home, but on the other hand, they may
feel lesser urgency about sending money home if the rural famﬁly structure
is strong enough to enable the migrant's family to survive monetary
hardships reiatively easily. Moreover, it may be possible, indeed likely,
that incomes of :ural migrants Are significantly 1owef thaﬁ those of urban
migrants, thus reducing tétél rural remittances even'if there is a higher
rural propénéity or desiré to remit. Whiie a categorical statement on this
issue cannot be made without a d {1cd examination of the data, the ag -
aggregate figqres do indiééte that in the provingea of the Punjab and Sind
(which form the bulk of':he;populatioq) urban remitiances arekgignificagtly
higher than rural remittanceal ‘Taking ;hiswresﬁlt at its face value would
lead us to conclﬁde that the urban biaavin theksamplehwill over-extimate

. average remittancéa and therefore partia;ly‘cpmpgnsaggxtor,the errors
inﬁroduced by the-other two types of biases. 3dwe§e:, this proposition can
be tested by an econometric analysis of rural an@lurban behaviouré after

controlling all other influences.

~ Another problem concerniang the use of these data is that on every
guestion there is a small, but not negligiblé,ifraction of respondents

who did not or could not provide an answer. This is not surprising in
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view of the details they were asked to supply. However;»the treatment of
these missing observations dnes pose a problem,.because conventional wisdom
etates that we might expect a disproportionate representation of less
e@aceteellow—income families in these caiegories. This.may causevsystematic
biases in out infetences. _For the present, we are 1gnoring this issue

~ and treating the missing observaticas as if they were random. However, in
;1ater refinements, it may become possible to explicitly take account of
the biases introduced by this assumption, and to modify our concluaions
»accordingly._

"III.  ANALYSIS

fﬁié sub-gection eﬁaiyées the data fromfeﬁe household survey te

' arrive at some teetetive answers to the 1ssues,£eised in Section 1 above.
a) Prbport;bn of Non-remitters L |

“A tefel ef 972 households fepo;ted having recei§ed some amount

~as remittances ever since the migration of a membe; of'their househqld.'
This constitﬁtes 84.3% of the sample of 1152 migrant families. One
hundred and forty (140) households ' (12.1% of the sample) had not
.received any remittances so far, vhile thete was no information on
the remaining 40 respondents. It may be noted that included in the’
180 househplds in the iast fﬁo’categori&s were those who had been
.abroae for ‘a year or less. Hence a flow of remittances can be expected
in the future from some of these migrants because people who have
been abroad for less than a year may not yet have had the opportunity

¥

of remitting any money home despite their intention of doing so.
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b) Level of Annual Remittances (1979)
The total cash remittances received by a family from the
earnings of an emigrant worker comprises two kinds of amounts:

1) Amount sent by migrant through a banking orvother channel
(Rl); and ’ ,

ii) Amount brought by migrant on a visit home (Rz).-ﬂ

' Oﬁt of the 1152 houscholds in our sémple, 881 reported having
received a positive amdunt in the one year precediqg the survey, while
another 108 reported having received no momey in that yesr. About remaining
163 households we do not have this information. The ﬁotal amount received
by the 881 hohseholds in/1979 comes to Rs., 21.039 million. Excluding the
respondents,on whom.we do not have any information with regard>to this
question to average amount remitted per migrant worker in the Middle East

‘ *
comes to Rs,21,273,

Regarding the amount broughf by migrants on home visits, 697
respondents indicated tﬁét thé'migrant had visited home. Of the remaining
455 migrants, 313 had not done so while there is no;informatioh on the
other 142. A total amount of Rs. 7.77‘m11110n was rééorted to have been

brought home by 532 migrants, while anmother 165 did not bring any money

% If we tdke an average for only those who actually sent some money
home, the figure comes to Rs,23,880. Note, however, that the sampling
problems discussed above may bias both. these estimates unless the
diffaerent errors cancel each other out.
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_on the previous visit.” Again, the average inflow; excluding the'house-_
holds who did not give 1nformacton on this issue, comes to Rs 7, 693._ the;.
‘however, that the cverage amount brought by the people who brought any
‘mopey at.allgcomes to Rs.‘14,605_per migrant. .
,In.any ease, takinc these two, figures at their facé value, we ctt;ve; '
'at an average amnnal inflow o;}Rs 28, 966 per miytant in 1979 Thé”most'
ﬁﬁmortant point emerging from the discussion is that a significant past
(271) of t‘e average inflow of emigrant workers" remit tances is’ brought
. by the migrant himself on a visit. Since a latge part of this inflow. nay
.not be channelled/through the, banking system, 1t is 11kely that the balance~ .
of~payments statistics substantially under—teport the total inflow. Th;s
is discﬂssed further under’the secticn‘cn”the”chancels-of remittancés.
---~J:) Remittancesiml(ind (R3) |
N 'm'“*In'addition to-cash' remittancea, duxahle-consumer goods
having'a'total~value of Rs.10, 336-millinn have beenusent or
”brought home by migrant workets.in our- sample”evar*sincecthey
vamt'abroaé\,'raking’ ‘t‘he average «stay of -a. representativ& m:Lgrant
ot vase 3.5 years,we-get ‘an-ammusl. £igure. of Re~2.953-million. for™
remittances in-kind’ for all migrants, which figure,*when-we .
“iexclude nor-response, yields—an average anntal value of- ns,zs:w,
“= 77" Clearly,. this figure 1s ‘small comparedto. xhe volume. of-_r.he
_vétitances In-cash, 4t betag only %ot the-cash ‘remittances.
s ' Hence, -we can coniidently-usenthe»figures of“tash_remittances in
‘ T our analysis of the use of ‘Temittances without risking substantial
fA.J“‘errors'in inference, chcver, in the cost benefit“calculations

'"reﬁittances in kind will also be included.
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d) Differences in Remittance Behaviour
l "We shall eXamine, orlefly tac dlfferences in remittances‘
tehaviour due to the following three characterietics of ..
migrant workers: |
n,l.JOccupation'

2, Rural/Urban :and.Provincial Origin‘

L sl

;;.;puretion of stay abroad ; ) -
. l N ) .

) ‘ .
- A thorough analysis of these and other factors influencing

the behaviour ie left for a Subsequent paper.

Occugation of a worker may influence his remitrance Behavionr
both because it reflects his social background and: because ‘of its correlation
lwith his income, Social background of the worker is important for the
following reasons:- . ol ' o ‘E~
1. The nature of relationahip to the family is influenced by

person s backgrOund Strong kinship bonds impose strong

"

obligations towards the family.-
‘2.ﬂ Life-style adopted abroad may have correlation to life-style
:‘within the country of origin. This has implications for rate and
. nmagnftude of savings accumulated abroad, out of which the
;remittances are sent., |
3. Knowledge of investment,opportunities abroad. People ﬁitn a
‘higher status/higher incomefmay have knowledge df‘end desire for
‘wexploiting_investment possibilities in the foreign countries,
thus reducing the free savings from which remittances can be sent.
4, Earnings abroad will vary according to the' occupation/skill.

.

The figures presented in Table 1 indicaterthat while‘there-are-
significant differencee in average remittances |
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~'Tab1e - i~

Average Remittances As Percentage of Earning Abroad
by Occupational Group of Emigrants: 1979,

‘(000 Rs.)

.Occupational Average' Average - AR/AE
Group ) Earnings. Remittances ' :

. S ' (AE) . (AR) .

Unskilled - . O, 45.06 |- 23.76 1. . 0.53.

‘Skilled. (T 53,80 C28.36 -, 0.53

Professional - "' ' 117.60  53.68 . . 0.46

Services and Clerical = 60.16 33.84 o 0.56

Workers' : : B

Business . . Sz . 319 . 0.41

Miscellancois 82.50 - 46.10 . 0.56

® . o "
* smormmis,

. aeress occupatione,‘there is no’signifidant difference in the proportion
.‘of the earnings remitted The differences in average remittances arise
mainly from differences in earnings. Average remittances as a proportien
of average earnings abroad are quite similar except perhaps for businessmen
who appear to be remitting a lower. percentage of their earnings. Tn;

exteptional behaviour of businessmen, though not implausible, may in part

be due to mis~reporting Qf indome.

L3

Another factor which may affect the remittance behaviour 1is the
average expenditure of the. migrants abroad Average expenditure will
affect not only the average level of remittances ‘but also the relative
remittance behaviour of different oceupational groups. If migrants in gome
groups spend a disproportionately high percentage of their earnings,

their average remittances'are 1ikely,to be lower than those.of other groups.
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.Table 2 presents the figures for_esrnings, expenditure and savings
by different occupational "rcurs; The'pattern of expenditure is very much
in line with the theoretical expectation. The higher income professions .f
have a highgr‘propensity to save. As for their remittance behaviour, it f
. isfevident £rom thenfigures that skilled and unskilled workers remit a
higher percentage of their savings than professionals and business worhers.
The reasons for this difference in remittance behaviour were’ indicated
in the,beginning of this section. |

Another point to be noted is that, in generai, most'of vhe migrants'
‘ savings abrosd are being remitted. Itsmust be pointed out that remittsnces
in:kind have not been incluned in:the above figures. If thst is done, then
ciearly 80~902. of the savings of a large majority of workers ere'beingi
sent home. Businessmen nnd professionals however, retain'30-40 percent'.
of their savings in their country of employmsnt. |

| -It msy be appropriate to mention here that since figures of foreign
income and expenditure of migrants have beer;obtained from their families
in Pakistan who do not hsve’direct‘information on thesa things, the data
‘are 1ikely to be'somewhat soft, and all inferences should be treated Withl
caution. In subsequent analysis, these figures will be compared with those
fron'the‘beparture Lounge Survey which puts the same‘question}hirectiy to

the migrants. '

Next, we consider.the‘influenee of Provincial and rurai/urben

origins of migrants on their remittance nattern. We haﬁe'dataion 989
migrants, which have been given in stle 3.

The figures indicate thet urhan‘remittances dre on.an average’
considerably higherbthsn_rursi remiatsncessﬂThe reasonlcould be the

greater urgency to remit money to urhan4fanilies because of their lesser
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Table - 2

Average Incomc, Savings and Remittances®

by Occupational Groups of Emigrants: 1979

: : (Thousand Rupees) .
Occypational Average  Average Average Saving Average AR/AS

. Groups ' Income Expendi~  Saving Propen- Remitt-

. . ture sity ances
 Unskilled: 45.06 - 13.31 N5 - .70 2;.74__::.75

Skilled - - 53.80  19.44  34.36 . .64 . 28.34 - .82

Professional . 117.60  31.52  86.08 73 53.68 .62

Service and Clerical 60.16 20.80 39.36 . '.65 33.84  ;86

Workers . ‘ ‘

Business 7792 2871 - 49.21 .63 31.94 .65

Miscellaneous 82.50  19.25  -63.25 g7 461 LT3

*  Sumof R and R,

Tablé -3

Provincial Base of Remittances

ProQinée - Rural = - Urban ‘ Total
Penjab . 15.56 . 25.41 © 22.54
Sind  s.a00 26.11 25.92

' NWFP & Tribal Area 16.14 ', 15.59 15,92

 Baluchistan : 11.95 15,02 13,94

| A#gélxashmir' ‘ : 18.47 o \18.3015 18.54

Pakistan (complets) 15.66 23,78 2.7
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ability to survive monetary hardships. Ancther reasons could be higher
averagc incomes for urban workers because of greater proportion of
professionals and skilled workers in utban'migrsnts. Thus the above
.,figures may in part ke réfleCting the cffect of skill composition rather
than that of rural/urban origin of the emigrants. This effect can be’
assessed by examining the figures for each occupation. Table 4 presents
the,reievant information.

It is evident from these figures that, with a couple of minor
excepticns, the results arrived at earlier remain unchanged. In all
occupations and in all provinces the urban remittances are higher tcan
| rursl remittances. It may be noticed, however, that in the NWFP, rural
reﬁittances exceed urban remittances in all occupations except in that .

of skilled sorkers.

The high tate;of rural remittances in the NWFP in most of the
occupations may be due to a statistical problem of classifying rural and
urban areas. If the social structure in almost all the cities in the NWFP
(except Peshawar) is{very similar to the rural family structure, we may
not get much of a divéigence between the two types of migrants (as'appears
to be indicated). Furthsrmore; the NWFP has traditionally been a.high
internal migration area.\feople-from rural areas of the NWFP can be found
in large numbers in all the major cities, on all construction projects
and now in major 1abour-importing countries. These people, however,
continue to maintain their rural links despits long periods of stay in
other cities, Hence, while they may\ke ﬁominally residents of the NWFP
villages, they may not be very differgnt, on an sverage, from the‘NWFP
urban workers. It can be observed in Table 3 that the difference in urban

and rural remittances is very small.
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Table 4 107
Avcrage Remittances by Emigrants' Occupations and Areas of Origin: 1979 A
Region Rural/Urban Unskilled Skilled Professional - Service. Clerical Business Miséellaneous
‘ Origin ' : '
(1) (2) (3) - (4) (5) © (6) A7) (8) (9)
Punjab R 16.10 13.38 8.00 31.00  20.67 12.00 0.00
g 19.70 18.68 56.81 21.22 16.50 96.60 17.50
17.92 17.29 51.38 23.03 17.46 91.31 17.50
sind R 5.00 0.00 0.00 0.00 0.00 . 0.00 '0.00
U 18.20 21.95 32.62 28.57 30.33 85.00 0.00
T 34.42  21.95 31.96 28.57 30.33 85.00 0.00
N.W.F.P. R 13.65 15.15 31.00 50.00  18.00 27.67 34.00
U 10.00 19.83 1.00 8.86 8.33 10.75 " 0.00 -
T 12.62 17.29 21.00 18.00 -15.58 18.00 34.00
Baluchistan R .8.00 15.2 0.00 0.00 0.00 0.00 10.00
v 9.72 21.12 0.00 0.00 6.67 0.00 40.00
T 8.78 19.71 0.00 0.00 12.5 0.00 40.00
Azad Kashmir ‘R 17.40 20.58 0.00 5.00 12.00 0.00 0.00
. U 0.00 - 22.75 0.00 0.00 0.00 3.00 0.00
T 17.40 21.12 0.00 5.00 12.00 3.00 0.00
Pakistan . 14.37 14.74 19.50 32.5 19.00- 23.75 34.00
U 15.91 19.01 38.09 19.70 '20.50 69.37 25.00
T - 18.30 37.01 21.88 '20.00 62.86 28.60
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e ) Trend in Annual Remittances

The trend in annual remittances will depend on the following

factors:-

1.

3.

Trend in the number of migrants abroad. Given an average
level of remittances, the greater the number of_migrants,
the largér the total remittanceé. |
Coﬁposition of the migration flow. If the proportion of
low-remittance ﬁigrants in the total is rising, the average
femitéance per migrant is likely to fall. Thus, if there
is more rapid migration of unskilled workers; we may expect
a decline in the level of average remittances.
Desire of the migrant to remit momey. If a longer stay
abroad reducés the migraﬁt's willingness to send remittances,
we ﬁay expect ‘reduction in remittances.due to entropy without
thkere being any other change in behaviour. The desire to
remit money may be influeﬁéed by the du;atioﬁ of stay abroad
due té the following reagonsff
a. The~migrant's‘11nks,with his fami}§ may become weaker
dué to exposure to exéernal—social values. .
b. A long duration of stay may induce or permit the
migrant to get his immediate family to. join: him, thus
removing a major incentive for sending remittances.
c. ’The migrant may cease to view his étay abroad as
temporary, and therefore may ﬁo-longer be content with
the low-consumption pattern adopted earlier. An increase

in consumption abroad reduces savings and hence remittances.
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d) Opportunities for foreign investment may present themeselves

to the migrent,'thes reducihg the desirability of sending,

all his savings home.

A detailed-examinatien of the time'trenﬂ of remittances'will'be

based on the analysis of the different influences’ outlined above. Thie

will have to await further refinements of the sample data, and of the an'

analytical techniques. At this sta ge, we would like to present the

aggregate figures to suggest some broad trends in the data.

The 1rformation

on remittances sent by people who have been abroad for various lengths

of time is given in Table 5. - S

Table -5

’ Emigrant's Average Annual Remittances gR!) bz Duration -
, - of Stay Abroad: 1979 o

Duration of Stay

Total Home Remittances‘

No. of

Average Annual

Abroad (years) received in the House- :Migrants Remittances per
hold in the Group in the " Migrant in the
( 000 Rs. ) . Group * Group (000 Rs.)

Less than one 1765 ‘146 12.09

Greater.than one, 4679 225 120.80

up to two N

Greater than two, 7317 365 20,05 -

up to four

Greater than four, 2582 116 - 22.26

up to six ' :

Greater than six, 969 41 20.62

up to eight '

Greater than eight . 3727 90 41.41

* Does nottinclﬁde those'whe'did not sernd any remittances. Inclusion

of these will lower all the figures of average remittances.
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An examipation»of these figures indicates that while the remi#tances
in the first year of migration are cLearly lower than the‘average,‘there
“does not appear to be a significant trend after the first year. ' The
unusuaily high figure for the last group may be due to a few extreme cases.
_ However, the agg;egation over occupationé and income groups may have
helpéd to mask any trend that may have existed. This can, of course, be
examined through standard econometric techniques and, as éuch, is.another

intexesting area for further research.

We may remark here that the:figures for fbtal‘migranté?in Table 5
do not inélude those‘who did not send any remittances. An inclusion
of thesé will fesult in‘lowering all thé average remittance figures, but
since we ekpect a disproportionate number of people in the less-than-one-

year group will be pushed down even more, relative to the other averages.

£) Chanﬁels of Remittances
Iaﬁle 6 gives details of the channels of remittancgs used
/by 960 migrants on whom'we have this informatior. It may be
recalled that of the remaining L93 migrants, 145 did nof'send

any remittance during their stay abroad.

* In anﬁ case, it is clear that the bulk of the migrants (85.5%) used
the formal banking channels to send tﬁeir monéy homé. In fact, if we
exclude the NWFP, the pgrcentage of the other migrants who used this
channels'rises tq 93,9. This is due to the rapid increase in quality of

service and coverage offered by the banking system'for this purpose.
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‘Table « 6
The Number of Migrants Using Different
Thannels of Remittances (Ry), by Provin-
cial and Rural/Urban Oxigins of the

Emigrants: 1979

Bank Hundi On Visit _ Othexs  Total.

‘ _ Home
Pugfsb .  Bural 126 1 " 0 13
Y Urban 314 8 S5 4 33t
, Total 440 9 5 8 462
| X | |
Sind ral 0 1 1 0 2
. ban . 208 6 2 1 217
‘ Tdgal 208 7 3 1 . 219
WWFP . . Rurkl 54 43 9 6 112
= Urbam 47. 26 'S 4 81
Total\\ 101 . 67 1S 10 193
Baluchistan Rural N 19 2 1 0 22
. Urban N 30 4 6 0 40
Total . . 49 6 7 0 62
“Azad Kashmir Rural v 18 o 0 1 19
e Urban -~ 5 0 0 0 5
o Total 123 0 0 1 24
‘Pakistan  Reral 217 47 | 11 1" ase
Urban 604 42 1 9 - 674

Total 821 - 89 30 200 . 960

The Major divergence from this picture appeats only-in the case of
,NWPP, w here 482 of the migrants used channela other than banks to ‘remit
money. OQOf thase, 34% use the informal bill of exchange (or hundi ) for
ihis.purpose. The major explanation for this difference in behaviour has
to do with the existence of a developed foreign exchange market in the tribal
areas of NWFP, There are will-developed markets of. smuggled foreign goods
in these areas, which imply the existence of a demand for foreign exchange
'hy the shogkaepets. Since legal restrigtions, which apply to theurest of the

country iegarding smuggled goéds, are fairly relaxed here, it is quite
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1ikely that the major part of ohe scarcity premium on 1ﬁported
goodo-is captured B} the smugglers;‘gkgﬁsuchtlthey are in a better pooitioh
to offer a‘premiuﬁ to migrant workers fot‘ooo;orting the{foieigo currency
into rupees, |
The reosons why the ose'of the informal channels has not spread to
othei,areasxof the country can bo summarised as follows:~
1) Theoexchange rate is fairly closo to its equilibrium level.
Thiéhfeduces the size of a potential premium wh ich can induce
the shift to informal channels. i
2) This informal system has established its credibility in the '
}NWFP but may not yet have done so in the rest of the country.
2{‘3)‘ The demand for such "{llegal" foreign exchange may be sufficiently
- limited, rendering unp:ofitable any expansionary actions on-qhe

part of the informal market.

Another aspect of the use of the informal hundi channel in the NﬁF?
is that a higher percentage of:}ural migrapos (38.4%) than of urban migrants
(29.6%) use it. While we do not yét have the detailed breakdown of theso
figures, it iz a testable (and probable) hypothesis that cities and villages
closer to the tribal areas may have a larger’ 1nc1dence of this use.

:v The implication of the small informal channel of remittancea,
together with the 1arge amount brvught by migrants on home visits, is that
‘the total forelgn exchange inflow is sufficiently under-reported in the
halance—of-payments statistics which use only the ank figures for this
purpose. It is true, however, that the diversion of this money to the
illegal market means that it finances an equivalent amount of 1mports, or
of capital outflow. Hence this under-reporting does not have any implicat;on

for the true balance-pf-payments constraints, although it may influence
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the estimates of domestic savings rate marginal propensit& to import,etc. _

. The small size of this channel also suggests, as mentionéd above,
that the fupee exchange rate is not very for.frdm the equilibr;um. ;f the
divergence in domestic and international inflatfon rates increaseé~the_

disequiiibrium, we may expect the size and éctivify_of this sector to grow.
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" CHAPTER 7

FOREIGN REMITTANCES: ANALYSIS
- OF THEIR USE |
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A meﬁor issue in the literature on international labour migration
end leflow of remjittances relates.tobthe uses to ﬁhich such remittances
are channele&. 1bne’c6mmohly heard eomplaint is that'the recipients of
" home remittancesfspend most of the money on ethumption expenditure and
the rest on "tﬁproducti&e" investment% The. 1mplication of this statement
for the social ‘costs and benefxts Erom migrat,pn has beeqjggqe!sed in
" Chapters 9 and 10. The classification of expenditure into categories of
consumptlon was di§cussed.;n Chapter 5. Tgkr;c:;:. ul te,.wevhave dlvided |
the expenditure into the following four categories*

| 1. COnsumptlon
2. . Copsumption-type Inveptment
3. Productive Investment

a) Agricultural
b) Industrial/Coﬁmercial

4, Financial Investment

The obfective of‘this chapter ie to examine the data in ptder to
ldentifyAthe classification of variocus types of expenditure\in accordance
with the aone scheme and toAmake inferences about the change in‘the» |
distribgtien of expenditure ever these categoriee due to the inflew of.
temittances.

CONSUMPTION
In the category of consumption we include items like foed/fuel,~

electricity/gas, transport, house rent? clothing/shoes and other household

-1
This is not to imply, of course, that if any other group had received this
" income they would have behaved in a socially more beneficial manner.

'zsince only 15.5% of the sampled households are living in rented houses,

the inclusion of house rent in consumptlon poseés a problem. We have at
this stage attributed a rent equal .to the average for the appropriate 1ncome
clags to those living in their own houses.



116

v

ngeds. In other words, normal recurring expehditure of households has
aii\?een included in‘coﬁsumpéion. | |

\"Fhe first point to observe is that a fairly high proportion of

- househ;lds indicatéd an increase in expenditure on variogs items of con-
sumptioﬂ after the migration of a.member of the family. Table 1 liéts
the hoﬁseho;ds who indicatedrinqreases or decreaseé in expenditure on
various iééhs. |
E Table‘l

INCREASE/DECREASE IN EXPENDITURE OF EMIGRANTS'
~FAMILIES FOLLOWING REMITTANCES RECEIPTS

Frequency of Households with
Incxease in Decrease in

Items Expenditure Expenditure No Change o Total
1. Milk 45 . 42 488 815
2. Dry Milk o8 4 96 198
3. Meat 353 49 523 925
‘4. Sugar 317 57 568 942
5. Ghee 331 36 564 “ 931
6. Tea . 283 © 57 553 | 893
7. Eggs 205 35 368 ‘ 608
8. Fruits 226 30 431 . 68T,
9. Fuel o217 22 66 605
10. Cloth 577 55 36 668

The . first point to note is that the‘missing observations in the
total refer eifheryto thoSe who do not consume the relevant item, or to
those who were not sure of the answer. Among tbese people we have a
disproportionate number of rural households. This may be expected,
because these households may not have a good estimate of their;consumntign

of each item on account of their lower education, as well as becauc.:
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only a small proportion of their consumption is through the market. In
the sample survey an effort was made to try to neutralfse this by asking
ﬁouseholds to list quantities where the respondent wished te do so

iqstead of values of such items, but even this had the same problems.

Now there are two influences at work in this observation. First,
the emigration of a member of the family should tend to reduce total
household consumptioo (especially since in Pekistaoi fémily structure,
adult males4consﬁme a relatively 1arget'progortion,of the total). oOn
the other hand, the inflow of remittaﬁces have s positive iooome effect
on the consumption of all items. ‘The eviderce. seems to 1ndlcate that |
this 1atter'effect‘is stronoer;‘ The exeeptlons should be of famllles
-whose size is relatively small $0 that the proportlonate effect of the
'mlgrat;on of one person is larger., This is supported by the fact that
the househoids from urban Sind,(pr%domxnantly, the city of Karachi), who
are likely to be smaller than the aVerage because of orbanisation,‘
commeréialisetion, smaller houses etc., have a significantly higher than
average representatior in the number of households whose expendlture on
food items showed a decrease. An average of 9.2 houscholds from Karach13
reduced their consumption of food, aga;nst onlf 4,8.hoﬁ5eholds from the -
country'as a whole. On' the othef hand, however, Karachi households
showed a dis-ptoportionate increase in their expenses on cloth, as compared
to the national average (3.5 as against.s.z households showing decrease in
expenditute). Again this can be attributed. to greater urbanisation in

Karachi, where such expenditure may be important.

L

3
Karachi is referred to instead of Sind Urban areas, because 89% of the
sample households in th1s category were from Karachi.
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The other issue in this aﬁélysis is that of cdmpafing thé'consump~
tion propensities of the migrant group and thése of the control group.
Tables 2 and 3 give the incomes and consumption of migrants and control
group households separated by rural/urban locations and 1ncome classes
(ﬁhe two major determinants of consumption behaviour). It can be qbserved
that, a few minor exceptions apart, the consﬁmption propensities of the
migrant group are not significantly different from those of the control
‘ group. On the baéis of.this evidence it apéears that either the general
- impression that the migrants' families spend’'lavishly is not true (at
least as far as recurring consumption expenditure is concerned) or the
oontrol groﬁp is behaving like the migrants due to demonstration effect.
It should be remgmbered that lgmpy consumption expenditure, such as that
on'mariiaées, consumer durables and purchase/improvement of residential:
property, have‘not'beenv;ncluded in thé consumption figures reported in
'Tables 2iénd 3 becaﬁée the time base for such expenditure is different.
It is §uite_poss@b;e,that the migrant families spénd more'on guch items,
‘espegig}ly‘becguge.tbese are "prestige goods". Some of these will be

.analysed later in this chapter.

, The next questlon is to determine the proportlon of remittances
spent on consumptlon. To arrive at that figure we need an estimate of

, the”marginal propensity to cornsume, which can be appliéd to the increase
in mlgrant families' income due to remittances, to get the amount spent

on consumption. ‘In erder to get an estimate of marginal propensity to
consume, we have to estimate the consumption function. ~That is being done

in a separate study. Until the results of that Study are available, we

ﬁill have to make do with the following crude estimates.
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Income and Consumptiorn. (000.Rupees)

of Migrant Families -
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45.90

(a) Rural
Income Group" - No. of" Awerage’ Avergge‘Conéumgtion. Propensity
R go‘{g% Income c, 02]? tg consume
° . . T
Less than 10 3 ¢ 6.5 13.77 .15.98 2,46
10-20 8 \ L1 - 19.25 2233 1.58
20 - 40 100 \\28.0 2177 25.12° 0.0
40 - 7- 38 50.5 24,54 28,10 .0.56
70 - 100 “ 7§,5 40.03 ' 41.87 0.53
100 and sbove 6 139.8 37.81  42.61 0.30
(b) Urban
Léss than 10 57 6.3 16.76 = 21.37 3.40
10 - 20 166 4.2 22,12 . 25.84 1.82
20 - 40 205 27.7 25.43 30.80 1.11.
40 < 70 129 51.6  .37.65 42,88 0.83
70 - 100 29. 80,8 38,07 44.07 10,54
100 and above - 36 166.6 54,32 0 .0.33

Note:

a, The cases for whinh either consumptibn or remittances are not
reported have been excluded. .

b. C %ncludes only recurring consumption expenditure and is equal to
C " (as defined in Chapter 5) plus average annual expenditure
oh health and education.
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Table - 3

Income and Consumption (000 Rupees)

of Non-Migrant Families

65.53

(a} Rural
Inconie"qroup No. of Average Average Comsumﬁtion Propeﬁsity
' House~ . Income to consume
hold?® Y ¢ Cy- C2/x
Less than 10 80 5.12 10.63  12.94 2.53
10 - 20 48 12.41 16.88  19.93 1,60
20 - 40 26 25.04 22,72 29.16 1.16
40 - 70 10 48.20 24,63  28.19 .58
70 - 100 4 63.0 ‘15Q73 16.23 .26
100 and above 3% 144,33 67.18 ° 70.51 .48
(b) Urban
Less than 10 90 5.11 14.65  17.59 3.44
10 - 20 86  13.17 17.51  21.12 1.60
20 - 40 38 28.05 31.64  35.14 1.25
40 - 70 22 51.50 38,71 44.37 .86
70 - 100 7 78.0 k2.36  46.78 .59
100 and above® 6 214;66 70.61 .33

Note:

reported have been excluded.

b

a. The cases for which either consumption or income are not

C., includes only recurring éonsumption expenditure and is equal

to C; (as defined in Chapter 5) plus average annual expenditure
on health and education. -
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The'migrant family' average income wiéﬁout remittance§~w6rks out
tézbe only Rs. 11,338. 'Their.avefage‘gopsumétién. however, works out to
beABs. 27,850. We assume that all of their domestic income would have
been consumed (i.e. average propensity fo consume is unity); the rest of\.
,the'consumption is, therefore, the amount consumed out of remittances.
Thus, it appears that (Rs. 27,850 =-Rs. 11,338 =) Rs. 16,512 out of the
average remit;anges of Rs; 28, 966 are being consumed, ylelding an average.

of S7%,

Marriages. .
N
. Another item of h;gh.expenditure_is that of marriages. It is

worth while examining the increase in this expenditure due to the remit-

\

tance ig¥low. . Generally, one hears that thé migrant worker in the rural
areas have\to pay a high
LY

price for brides than the non-migrants.

Similarly one hears that myre money is spent on dowries of daughters and
sistérs of migrants. All this should be refleéted in the figures of Co
average expéndi r2 on marria 2s. The following table sets out cf

information ort this issue colle té from the household survey.

A Tableq 5

igverage Expendifure on Marriage
a ' (Rupees)
. \ Average Expenditure
MigranEh Non-Migrants . Difference
Boy's marriage ' 4,480 \ . 3,600 880
Girl's marriage - - 2,750 2,950 - ~200
B

These~avérages are calculated after ai ibuting the aggregate
'reﬁorted expenditure over all the househ6lds i ﬁhefsample. The number

of migrant houséholds who reported having spent any money on a marriage



122

out of remittances is 345. Of these, 217 reported expenditﬁre on a boy's
marriage énd~l4l on a girl's marriage. Taking the‘aveiage stay of migrant
abroad as 3.5 years, this gives us ah average of about 100 marriageé

per year. In other wcrds,71000~families4 have approximately one marriage
‘every 10 years, which does not appear- unreasonable? In any case, this
gives an excess expenditure by migrants of Rs. 680 per migrant, whlch
should be added to the figure of Rs. 16,512 which is'the excess expendi~
ture by migrants on other consumption. As such, total extra conéumption

expenditure out of remittances comes to Rs. 17,192 per year per migrént.

II. CONSUMPTION-TYRPE INVESTMENT

The expenditure of this type includes thé follpwing;
a. Purchase/cons;ruction of own residential house
b. Improvemént in own house

c. Purchaserof other real estate

d. .Purchase‘cf cconsumer durables

e. Expenditure on health and education

A total of 526 faﬁilies stated that they were living in non-inherited
self-owned houses. Of these, 124 stated that they had bought or construc-
ted the house with the remittance money, while another 113 had financed the .
purchase/consyyuction partly from remittances. Preéumabiy, the others had
owned the house prior to migration, or before sizeable remittances had .

started coming in.

4we are excluding 143 families who did not send any femittanqes.

5In fact, the number would be lower than this, because some families may
have had marriages celebrated, but above-subsistence money may not have been
hlgh enough to enable them to spend money out of it on the marriage.
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.The average amount paid for the puréhaée/construction of a hodse
was reportéd to be Rs. 74,719. Assuming that this waé the priée paid by
those who putchased it entirely out of remiﬁtances and that half cf this
pric@-was'péid by those who financed it partially from remittances, we
cet an agyregate expenditure of Rs. 13,412,066 on house purchasé/const;
ructioﬁ'in 3.5 years since the start of migraﬁion. Thus tﬁé ékpenditure
. per mlgrant is Rs. 12,305 (excluding those who did not reply to this

question). ‘The annual expendltu:e per migrant works out to Rs. 3. 516._

In thé.c¢ntrol group; we_find that 65 faﬁilies paid an éverége of
93,860 for the purchase ofia hoﬁse, while 167 families spent an a§erage-
of Re. 65,485 on the'conspruction 6f theit house. The gross expenditure
Qorks out to be Rs. 17,036,895. ﬁxclﬁding the 25 fam;liés who.did pbt
reply to this question; we gef‘the per household expesditure és :

Rs. 32,024. This expenditure was made over an average period of 12.15 .

years, yielding an annual expenditure of Rs. 2,636 per household.

.We should noﬁe here, howuver, tha£ the relevant flgure for use in
_ oﬁr anaiysis is Rs. 3,516 which has been calculated Airectly as the
expenditure oﬁt o? remittances,.not as é§gré§;te expénditure'by ﬁigrantn
'families. However, the latter fiéuré can aiso be .calculated at a

subsequert stage for comparison purposes.

Regardlng 1mprovements made .in the residentlal houses, 224 ﬁigrant

| .famllles reported maklng an expendlture of Rs, 4,170,550 for this purpose.
Out of these, 81.5% famllles had made this 1mprovement after the
migration. Assuming that the expenditure made wa; the same, the aggre-
gate amount spent after migrétion éom§% to Rs. 3;398,550, which, after
‘ailowing'for\missinq observations and those in rented hbuses and taking

an average duratlon of stay as 3.5 years yields an annual expendlture of

Rs. 1,033 per nigrant.
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Compared to this, 100 non-migrant families spent an amount of
Rs. 1,205 million for this purpose in 7.96 years. Again excluding the
missing observations and those in rented houses, we get an average annual

expendlture of Rs. 375 on thls head.

Thus the net increase in annual expenditure of migrant households
due £§ remittances appears to be Rs. 658 to a‘fisst;epproximation.\ We
should note here that these are very crude figures and are presented
mainly as an introduction to the ﬁore refined analysis which will follow
in the subsequent reports. These- figures may be in ervor by a wide nargin,

but for the moment they are the onlybones available.

In(eddition to the purchése of and improvement in migrants' own
residential houses, the ngrant families spent a large sum of money on the
purchase of other real estate. A total amount of Rs. 8.50 mlllion was
' spent by the migrant households on the purchase of houses, flats, hctels,
shops, agrlcultural land/orchards, etc., out of remittance money. The
average value of this expenditure comes to Rs. 7,372 per migrant. _Using
an’everage stay of 3;5 years abroad, we get alpet migrant annual everege

of Rs.'2,106‘on real estate.

The last iiem of‘expenditdre under this heao is that of purchasec
of'consumef ourables.' It has to be clarified here that we are not including
in this analysis the value of remittanoes-in—kind either as a source of
i ncome or as a part of oonsumption. This Will oertainly influence the
results because the existence of‘remittences in‘kind is likely to depress
the desire to purchase such consomer goods. However, in this aggregate
analysis, all that can be suggested is that’the results be should/used with

_ due caution.



Table 6

Productive Use of Remittances(Purchase of Agrlculturai
Land) by Emigrante® Families by Provincial and Rural/Urban

Origin of Emig rants° 1979.

(Rs. in Thousands)

Rural/  Total Total Average ©  1pRIGATED LAND BARANI LAND ORCHARDS
*Urben ~ Pur-  No. of Purctase T WL A& T HEH & T  HL A&
. * Classi-  chase Househ®lds  for House~ - : - ‘
Frovince 4ication | . hold _
TINJAB R 328.0 10.0 ' 32.80 310.0  10.0° 31200 18.0 10.0 1.80 0.0 10.0 0.0
T 845.0 16-0 52.81 752.0 - 16.0 47.00 93.0 16.0 5.81 0.0 16.0 0.0
SIND R 0.0 ~ 040 - 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
0 115.0 6.0 . 19.17 100.0 4.0 25.00 0.0 0.0 0.015.0 1.0 15.0
T 115.0 6.0 19.17 100.0 4.0 25.00 0.0 0.0 0.0 15.0 1.0 15.0
NWFP R 680.0 14.0 _b8.57-  650.0 . 4.0 46.43 30.0 4.0 2.1% 0.0 14.0 0.0
U 103.0 3.0 34.33 0.0 2.0 0.0 100.0 2.0 50.00 3.00 = 2.0 1.50
7 783.0 17.0 L6 .06 650_,0 - 16.0 46.43130.0 16.0 8.13 3.0 16.0 0.19
BITUCHLSTAN R 30.0 2.0 15.00 ° 30.0 - 2.0 15.00 0.0 2.0 0.0 o;o 2.0 0.0
U 20.0 1.0 20.00 - 20.00 1.0 20.00 0.0 1.0 0.0 9.0 1.0 0.0
T 50.0 3.0 16.67 50.0 = 3.0 16.67 0.0 3,0 0.0 0.0. 3.0 0.0
AZAD KASHMIR R 0.0 0.0 0.0 0.0 0.0 0.0 G0 0.0 0.0 0.0 0.0 0.0
U 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
T 0.0 0.0 - 0.0 000 0.0 0.0 O0.C 0.0 0.0 0.0 0.0 0.0
TCT.L R 1038.0 26.0 39.92. 990.0 26.0 38.08 48.0 26.0 1.85 0.0 -26.0 0.0
U 755.0 16.0 k7.19 562.0 13.0 43.23 175.0 9.0 19.4& 18.0 10.0 1.8
. T 1793.0 k2.0 42.69 1552.0 _ 39.0 39.75 223.0 35.0 6,37 18.0  36.0 0.50
Note At the heads of columns, - B :

T :
HH :
A

Total Investment
Number of Investing Households
Average Investment for Investing Household.

'

Tl
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“he avéilable data indiéaée thaf apart ffom ;he items sent/brought
.by migrant from abroad, their famiiies purchased from Pakistan 27 cars, ei
motorcycles, 3 airconditicners, 53 TV seﬁs, 22 radio/tapé recorders, 481 
electric irons, 21 refrigerators, 5 sewing machines.and‘27 cameras, apar£
from othervsumdry items. The total value of these'durabie éonsumer goods
comes to Rs. 3.3 ﬁilliqn, which yields an annual average4amount of Rs.829,

using 3.5 years as the duration of stay.

_As against this, the control group had purchased items worth

ks. 3.5 million during the recent years.
’ /

The discussion above yields an aggregate annual expenditure of
Bs. 7,100 per migrant on jonsumption-type investment out of the remitted

funds.

In some exercises, ponsumef durables are treated as regular
consumption. If we do this, our figure for total consumption out of the

remittances works cut to Rs. 17,818 annually pey migrant.

‘III. PRODUCTIVE INVESTMENT
The category of physical investment includes agricultural as well
as industrial/commercial investment. The reasons for treating this

separately were discussed in chaptér 5.

Agricultural Investment includes purchase of agricultural machinery

and livestock, improvements in agricultural land, and the use of better
inputs in agriculture. Tables 7 through 10 present the figures for invest~

- .ment in these items.
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In agricnltural machinery, she following poiiits are of interest.
The migrant households in thlic saiple purchased a total of 6 tfactors and
' i nstalled 4 tubewells. The total cost works cut to Rs. 851,000, ,which

yields an annual average of Rs. 211 per migrant.

Ferchase of livestock is fairly common in our sample. A total

amount of Rs. 883,200 was spent for this purpose, yieldlng an annual
average of Rs. 219 per migrant.' We are assuming that all of this expen-

diture was for investment and not for consumption.

As far as the expenditure on agricultural land improbements is

concerned, 1t is notable that this is concentrated in a. fairly small
group ' Deta1ls are given in Table 3. Moreover, the_average time 51nee
the inVestment is very long, indiéating that such activities are normally
undertaken by the relatively clder migrants. In any case, once we deflate
each expendlture category by the average tlme elapsed and by. total number .
‘of migrants ‘excluding the missing observat;on), we get a flgure of

‘Rs. 450 per migrant for thls category of investment.

The last major category of agricultural investment is that of the

use of modernAinputs in agriculture. As indicated in Table 10, this too

appears to have been undertaken by a very small.number (48) of househo*ds.
Slnce thls is an annual expenditure, we may not have to worry about' the
time when households.sga;ted using these inputs, but it may again be noted
that. this aver&ge time in the pest is fairly long. This seers to indicate
that it is the older migrants who undertake such invesFmenis. In eny cese,
the per,housenold average wocrks out to Rs. 77 per year. One speciel‘.

reason why this is so low may be that almost all the irrigated area in



Table 7

Froductive Uses of Remittances(Purchase of Agricultural
Maciineiry) by BEmigrants' Families, by Provincial and Urban/
xuril Crigin of dmigrants. 1979

(Rs. in Thousands)

8zt

Rural/ ‘ . : ' v
Urban. TRACTOR TUBZWELL , AGRIGULTURAL IMPLIMENTS
: Classi- T HH A T HH A T HE A

Provinces fication y : . :
PUNJAB R 100.0 1.0 100.0  408.0 3.0 136.0 0.0 0.0 0.0
U 71.0 2.0 35.50 0.0 0.0 0.0 0.0 0.0 0.0
7 171.0 3.0  57.0 408.0 3.0 136.0 0.0 0.0 0.0

SIND R 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
U 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

iy 0.0 0.0 0.0 0.0 0.0 040 0.0 0.0 0.0

NWFP R 236,0 3.0 78.33 0.0 0.0 0.0 12.0 1.0 12.0
U 0.0 0.0 " 0.0 0.0 0.0 0.0 0.0 0.0 _ 0.0

T 235.00 3,0 78.33 0.0 0.0 0.0 12.0 - 1.0 12.0
BALUCHISTAN R 0.0 0.0 0.0 25.0 1.0 25.0 0.0 0.0 - . 0.0 .
U 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 . 0.0

T 0.0 0.0 0.0.  25.0 1.0 25.0 - 0.0 0.0 0.0

AZAD KASHMIR R 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 .. 0.0
U 0.0 0.0 0.0 0.0 0.0 - . 0.0 0.0 0.0 0.0

T 000 . 0.0 OOO » Ooo ° 0.0 . 000 0.0 ' 0.0 0.0

TOTAL R 335.0 4.0 = 33.75 4330 Lo 108.25  12.0 1.0 12.0
U 71 .O 2.0 . ) 35050 0‘0 . 0.0 0.0 ) 0.0 O-O 0.0

T 406.0 6.00  67.67 Uu33.0 k.0 108.25 12.0 - 1.0 12,0

Note : At the heads of columns,
T Total Investment
HH Number of Invésting‘Households

A = Averaze Investment for Investing Household



Table 8

Productive Use of Remlttances(Purchase of Livestock)
by Emlgrants' Fbmllles. by Rural/Urban Origin of Emigrants 1979.

( Rs.in hundreds )

. Rursl/Urban N .cow/ox T BUFFAIO SHEEP/GOAT
Provinces . oy seification T —m_ AT i A T HH &
- PUNJAB FIRAL . 399.6 S 22.0 18.1 1180:0°35.0  33.7  65.0 9.0 o 72
- URBAN - - 235.0 11.0 21.4  730.0 15.0 . 48.7 18.0 4.0 T 4.5
TOSAL 634.0 33.0 '19.2 -1910.0 50.0  38.2  83.0 13.0 R -T2
SIND  RURAL 0.0 0.0 0.0 ° 0.0 0.0 0.0 0.0 0.0 0.0
. URBINC T 265.0 . . 6.0 bh,2 260.0 4.0 65.0 | 67.0 7.0 9.6
TOTAL 265.0 6.0~ hk.2  260.0 40  65.0 67.0 7.0 946
NWFP - | RURAL 865.0 27.0  32.0 1027.0 24.0 L42.8 812.0 21.0 . 38.7
: URBAN 7.0 6.0 k.5 332.0 8.0 41.5 181.0 8.0 - T22.6
- TOTAL 1012.0 33.0 30.7 1359.0 32.6 ~L2.5 993.0 29.0 3h.2
BALUCHISTAN . RURAL 1€0.0 - koo 45.0. 0.0 0.0 0.0 ~ 19.0 2.0 9.5
URBuN 133.0 4.0 33.3 50.0 1.0 50.0 438.0 5.0 . 87.6
TOTAL 313.0 8.0 39.1 50,0 1.0 50.0 4572.0 7.0 65.3
AZLD KiSHMIR RURAL 160.0 4,0 40.0 302.0 6.0  50.3 4,00 1.0 4.0
URBAN " 0.0 0.0 0.0 0.0 1.0 0.0 0.0 0.0 0.0 -
TOTAL =~ 160.0 k.0 bo.0 = 302.0 7.0 k3.1 k.o 1.0 4.0
TOTAL ~ RURAL 1664.0 57.0 28.1 2509.0 65.0  38.6 900.0 33.0  27.3
URBLN 780.0 27.0. 28.9 1372.0 29.0 bp.3  704.0 24.0 T 29.3
k1.3

TOTAL . 2384.0  84.0  28.h 3881.0 4,0 1604.0. 57.0 - 28.1

 Table continued.
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Table &

45,0 |

20.0 40240 15.0

Classification HH A HH A T HH A T ‘
PUNJAB RURAL 0.0 0.0 1.0 30.0 24.0 2.0 12.0 00
URBAN 0.0 - 0.0 \Ooo._‘ - 0.0 1000 "1.0 10.0 405;0
TOTAL 0.0 0.0 1.0  30.0 34.0 3.0 11.3 405.0
SIND RURAL 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
URBAL 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
'IOTAL OCO O-O o'oo ) 0.0 0.0 0.0 Ooo 0.0
NWFP RURAL 0.0 0.0 0.0 0.0 218.0 5.0 43.6 18.0
: URBAN 2.0 45,0 0.0 ‘0.0 88.0 4.0 22.0 0.0
TOTAL 2.0 Ls.0 0.0 0.0 306.0 9.0 34.0 18.0
- BLLUCHISTAN RURAL 0.0 0.0 . 1.0 10.0 62.0 3.0 20.7 0.0
4 URBAN 0.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0
TCTAL 0.0 0.0 1.0 10.0 62.0 3.0 20.7 0.0
AZAD KASHMIR RURAL 0.0 0.0 0.0 _o;o 0.0 . 0.0 0.0 5.0
' ‘ " URBiN 0.Q 0.0 0.0 © COX0 .0.0 0.0 " 00~ 3.0
TOT/ L 0.0 0.0 0.0 ~ 0.0 0.0 0.0 0.0 8.0
TOT:L RURAL- 0.0 0.0 2.0 20.0 304.0 10.0 30.% 23.0
URBAN 2.0 45.0 0.0 0.0 98.0 5.0 19.6 408.0
TOTAL 2.0 2.0 26.8 431.0

Note : At the hesds of columus,

= Total Investment
= Number of Irvesting Households |

= Average Investment for‘Inve.sting‘Hweeholcvi'

oLl



TABLE 9

PRODUCTIVE USE OF REMITT.NCES INVESTMENT
AGRICULTURAL LAND) BY EMIGRANTS FEMALES, BY RURAL/URBAN ORIGIN
OF EMIGRANTS 1979.

IN (IMPROVEMENT OF

- - -,—...___.4__—_-. (RS. in Th
Provinces . hural/Urban L NKMINIS FOR LEVELLED THE .. CHANNEL NEW WELL DUG
classification EROSION CONTROL 1.AND DUG/PAVED
_H.H A T HH A T. HH A T A&
PUNJAB - R 20.0 1.0- 20,0  104.0 7.0 14.86  81.0. 4.0 20.25 98.0 1.0 98.0
U 38.0 2.0 19.0 90.0 3.0 30.00 50.0 2.0. 25,00 60.0 2,0  30.0
T 53.0 3.0 19.33 194.0 10.0 19.40 131.0 6.0 21.83 158.0 3.0 52.67 -
SIND R 6.0 0.0 0.0 5.0 3.0 . 5.0 0.0 0.0 0.0 0.0 0.0 0.0
U 0.0 1.0 0.0 80.0 4.0 20.0 0.0 1.0 0.0. 0.0- 1.0 0.0
. T 0.0 1.0 0.0 85.0 5.0 . 1?.0 0.0 1.0 - O.o O.o - 1.0 0.0
NWFP 2 ©0,0 13.0  6.92- 477.0 17.0  28.06 50,0 5.0. 10.0 . 2.0 40 0.5
, U 53.0 5.0 10.60 4.0 = 3.0 - L.67 10,0 . 4,0. 2,50 " 0,0 - 1.0 . 0.0 .
T 143.0 18.0 7.9% 491.0 20,0 24,55 60,0 9,0 6.67 2.0 5.0 Oult -
BALUCHISTAN . R . 113.0 2.0 66.50 ' 200.0 5.0 40.Q0 15,0 1.0 . 15.0 100.0 - 2.0 | 50,0
U 20,0 2.0 20,0 6.0° © 1.0 6.0 0.0 0.0 0.0 0.0 0.0 | 0.0
T  153.0 3.0 51.0 206.0 6.0 3433 15.0 1.0 15.0 100.0 - 2,0 |50.0
AZAD KASHMIR R 5.0 1.0 5.0 4.0 2.0 2.9 0.0 0.0 0.0 0.0 \/o.o 0.0
U 0.0 0.0 0.0 0.0 0.0 . "9 0.0 0.0 0.0 0.0 . 0,0 0,0 .
T 5.0 1.0 50 140 2.0 7.0 0.0 0,0 0.0 0.0 0.0 0.0
TOTAL E 248.0 17.0  14.,59° 800.0....32.0 25.0 6.0 10.0 1H.60 200.0 7.0 28,57
U 111,0.. 9,0 - 12.33  190.0:.-11.0 17.27 - 60.0 7.0 8.57 60.0 4,0 15.0
T 759.0 26.0 13.81 990.0 43.0 23,02 206.0 17,0 12.12 260,0 11.0 23.6k
the: At the.heads of colﬁmns,
" T= Total Investment
HH= Number of Investing Households

A=

Average Investment for Investing Household

TET



TABLE 10

PRODUCTIVE USE OF REMITTANCES EXPENDITURE ON (IMPROVEMENT IN CﬁLTIVATION)

" BY .IMIGRANTS FAMILIES, BY RURAL/URBAN ORIGIN OF EMIGRANT3. 1979

(Rs.in Thousands).

MODERN AGRICUL-

PROVINCES ??iiiion BETTER CIED USE OF FERTILIZER  TURE IMPLEMENTS USE OF MACHINERY
o E A T H.H A T H.H A T H.H A
PUNJAB R 131.0 7.0 18.71 113.0 12.0 9.k2 9.0 2.0 L.,50 13.0 3.0 L, 33
U  26.0 6.0 4,33 28z 8.0 3.50 3.0 3.0 1.00 1.0 2.0 0.50
T 137.0 13.0 12.08 141.0 20.0 7.05 1.0 5.0 2.40 4.0 5.0 2.80

STND R 2.0 1.0  2.00 2.0 1.0 2.00 0.0 0.0 0.0 060 0.0 0.0
4] 18,0 5.0 3.60 25.0 6.0 4,17 11.0 3.0 3.67 0,0 1.0, 0.0

T 20.0 6.0 3.33 27.0 7.0 3.86- 11.0< 3.0 3,67 0.0 1.0 0.0

NWFP R  123.0 13.C 9.46 - 56.0 10.0 5.60 139.0 9.0 15.44 0.0 3,0 0.0
U hoe,0 5,0 9.80 38.0 4.0 . 9.50 2.0 3.0 0.67 - 0.0 2.0 0,0

T  172.0 18.0  9.56 940 140 6.71 1.0 12.0 11.75 . 0.0 5.0 0.0

BALUCHISTAY R 14.0 4.0 3.50 71.0 ~ k4.0 17.75 0.0 0.0 0.0 0.0 0.0 0.0
‘ U 0.0 0.0 O-O ) 0.0 0.0 0.0 - 0.0 0.0 0.0 0.0 O.o 0.0

T 4.0 4.0 3.50 71.0 L,0 17.75 0.0 0.0 0.0 0.0 0.0 0.0

AZAD KASEMIZ R 11,0 5.0 2.75 8.0 3.0 2.67. 0.0 0.0 0.0 0.0 0.0 0.0
: U 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0,0 0.0 0.0 0.0

T 1.0 kO 2.75 8.0 3.0 2.67 0.0 0.0 0.0 0.0 0.0 0,0

TOTAL R 281.0 29.0 9.69 250.0 30,0 8.33 148.0 11;0 13.45° 13.0 6,0 2.17
U 93.0 16.0 5.81 91.0 18.0 5.06 16.0 9.0 1,78 1.0 5.0 0.20

T 4,0 45,0  8.31 . 341.0 48.0 7.10 164.0 20.0 8.20 14.0 11.0 1627

Nofe: At the'heads of columns

T= Total Investment.
Hd= Number of Investing Households
A= Average Investment per Investing Household.

CET
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Pakistan had beenbeonvertedlto.better seeds, fertilizer and insecticides by
" the early Seventies. Hence the receﬁt!remittance money could not be |
responsible for inducing this behaviour in these houeehqlds;; This may also
partially:explain the long‘average time elapsed since the pse ef these

inputs.

The total figure for enpual investment in‘agricvltur? per'heusehold
works out to Rs, 955.' iﬁprovements in agricultural land form a 1arge
component of this investment.. In the subsequent reports we may went to
exaﬁine the differential behaviour in barani and irrigated rural areas in
thi; regard ‘to test the theery that“these'lnvestments aie more profitable
in the irrigated areas and a#e gherefore likely to be concentrated.there.
A'moge detailed analysis of the chatacteristics'ef the emall grouplof
~households making these investments dlso proves to be an interesting

exercise.

Industrial/ Commercial inveetment in our analyeis comprises the
follovingz |
i. .Purcﬁase of industrial machinery
2. Investment in cottage “industry
3. Purchase of comerciel vehicles

4., Investment in commercial ventures

" Our data are presented in Tables 11 through 14} Even if there is nov
overlap between households (which appears unlikely) we get a total figure
of 27 households (or about 2.3% of the sample) investlng in industrlal
machinery, cottage 1ndustry and commercial vehicles. The amount invested
by these people comes to Rs. 2.9 mllllon, ylelding an average figure of

.Rs. 2,515 per year and Rs. 718 per migrant.



TABLE 11

PRODUSTIVYE ULE OF REMITTANCES ( PURCHASE OF INDUSTRIAL MACHINARY )
BY IMIGRANTS FAMILIES, BY RURAL/URBAN ORIGIN OF EMIGRANTS. 1979

{Rs., in Thouséﬂdé)’r

PET

. Rwal/Trban [, WORKSHOP ~ ° WELDING MACHINE - FLOUR GRINDER
Provinces Clasification- , ‘
- T H.A A ~ T H.BE__ A T H.H A T H.H A
PUNJAB R 0.0 0.0 ‘0.0 0.0 0.0 0,0 0.0 0.0 0.0 20,0 4.0 20,0
| 1] 100,0 ° 1.0 100.0 -1050,0 3.0 350.0 0.0 0,0 0.0 0.0 0.0 0,0
) T 10C.0 1.0 100.0 1050,0 3.0 350.0' 0.0 0.0 0.0 20.0 1.0 20,0
SIND 'R 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
. U 0.0 O-O 0.0 0.0 0.0 0.0 20.0 1.0 20.0 0.0 0.0 0.0
T 0.0 0.0 0.0 0.0 0,0 0.0 20.0 1.0 20.0 0.0 0,0 0,0
NWFP R 0.0 .0.,0 0.0 0.0 0.0 0.0 0.0 0.0 0,0 0.0 0.0 0,0
U 0.0 0.0 0.0 0.0 0.0 . 0.0 0.0 0.0 .0 0.0 0.0 0.0
T 0.0. 0.0 0.0 0.0 0.0 0,0 0.0 0.0 0.0 0,0 0.0 0,0
BALUCHISTAN R 0,0 0.0 0.0 0.0 0.0 0.0 0.0 0,0 .0.0 0,0 0,0 0,0
U 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0,0 0.0 0.0
T 0.0 0,0 0.0 0.0 0,0 - 0.0 0.0 0.0. 0.0 0.0 0,0 0.0
AZAD KASHMIR r 0.0 0,0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
U 0.0 0,0 0.0 0.0 0.0 0.0 0.0 0,0 0.0 0.0 0.0 0.0
T 0.0 0Q0 0.0 0.0 0,0- 0.0 0.0 0,0 0.0 0.0 0.0 0.0
TOTAL R 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 20,0 1.0 _20,0°
U 100.0 - 1.0 _ 100.0 1050.0 3.0 350.07°20,0 1.0 20.0 0.0 0.0 = 0,0
© 100.0 1.0 100.0 1050.0 3.0 350,0 200 1.0 20.0 20.0. - 1.0 20,0
Note: At the heads of columns T fu»qyw

T= Wwotel Investment _
HH= Number of Investing Households
A= Average Investment per Investing Household.
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Table 12

. Productive Use of Remittances (Investment in Cottage
Industry) by Emigrants' Families, by Urban/Orlgin of
Fmigrants. 1979 :

i

(RJ.,in Thousands)
R .

Rural/ : n o \
Urban g ~ o .
‘Classi- Loom - rgxtile/vridtinQ’
Provinces fication T HH A T . HH :A
Fi !
, o
Punjab R 0.0 © 0.0 0.0 @ ag.o
: . U 5.0 1 500 200 1 . .0
T 5.0 1 5.0 2.0 % 2\o
si,d .  R. 0.0 O 0.0 0.0 0 :0{0
o PR § A 0.0 0 0:0- ‘ O.P 0 o 0.‘0
T 0.0 © 0.0 0.0 0 £ 0.0
N.W.F.P. R 0.0 0 0.0 0.0 O 0.0
! U 0-0 0 0.0 000 0 0-0
T 0.0 0. 0.0 0.0 0_ 0.0
Baluchistan R 1.0 1 1.0 0.0 0 0.0 -
. ¢} 0.0 0Q 0.0 0.0 0 0.0
T 1.0 1l 1.0 0.0 0 0.0
Azad Kashmir R 0.0 O 0.0 0.0 O 0.0
- ¢} 0.0 0 0.0 0.0 0 0.0
T 0.0 0 0.0 0.0 0 0.0
Total R 1.0 1 1.0 0.0 © 0.0
U 5.0 1l 5.0 2.0 1 2.0
T 6.0 2 3.0 2,0 1l 2.0

Note. At the heads of columns,
T = Total Investment
= Number of Investing Households
",A = Average Investment per Investing Household



Table 13

Productive Use of Remittances (Investment in Vehicles
. for Renting Purpose) by Emigrants Families, by Rural/
i URBAN Urban Origin of Emigrants,1979.

(Rs. in Thousands)

- Provinces Rural/ L om FOR TAXI ' SUZ KI(TAXT)  WAGON .TRACTOR TRUCK
' Urban
Classifi- T IH A T HH A T HH A T HH A T HH A
cation : - : ‘ : ;
PUNJAB '~ RURAL 0.0 © 0.0 0.0 O 0.0 0.0 O 0.0 0,0 0 0.0 0.0 © 0.0
TOTAL 0.0 0O - 0.0 0.0 O 0.0 50.0 1 50.0100.0 1 100,0 0.0 O 0,0
SIND RURAL 0.0 O 0.0 0.0 O 0.0 0.0 O 0.0 0.0 0 00 "~ 00 0 0.0
URBAN 0.0 O 0.0 80.0 2 hbo.0 0.0 0.0 0.0 00 © 040 0,0 © 0.0
TOTAL 0.0 O~ 0.0 8.0 2 4.0 0.0 . 0 0.0 0.0 0 0.0 0.0 0 0.0
NWFP RURAL 50.¢ 1 50.0 50.0 1 50,00 0.0 O 0.0 230.0 3  76.67 320.0 1 320.0
PRBAN 6C.0 1 60.0 30.0 1 30.0 0.0 O 0.0 100,60 . 1 100.0 330.0. 1 330.0
TOTAL 100 2 55.0 80.0 2 40.0 0.0 © 0.0 330.0 4 82,50 650.0 2 325.0
BALUCHISTAN  RURAL "v.0 0 0.0 0.0 © 0.0 0.0 © 0.6 0.0 O 0.0 0.0 O 0.0
. URBAN 50.0 1 60.0 60.0 1 60,0 20.0 1 20,0 0.0 0 0.0 160.0 1 160.0
, TOTAL €0.0 1 60.0 60.0 1  60.0 20.0 1  20.0 0.0 0 0.0 160.0 1 160,0
AZAD KASHMIR — RURAL 0.0 © 0.0 0.0. © 0.0 0.0 . 0O 0.0 0.0 = O 00 6.0 0 = 0.0 .
URBAN 0.0 ¢ 0.0 0.0 © 0.0° 0.0 O 0.0 0.0 0 0.0 - 0.6 O 0.0
) ; TOI‘J"\LIJ ) 0.0 O O.O OCO O 0.0 O‘O 0 OOO ‘OQO O 0.0 0.0 O 0.0
TOTAL RUR/ L 50,0 1 50,0 50.0 1 50.0 0.0 O 0.0 230.0 3 76,67 320.0 1 320.0
URBAN 120,0 2  60.0 120.0 & . 42,50 70.0 2. 35.0 200.0 2 100,00 490.0 2 245.0
TOTAL - 1790.0 . 2 5 4400 70.0 2  35.0 430.0 5 = 86.00 810.0 2 270.0

- 56.67220.0°

Note:s At the heads of'éolumns,

T = Total Investment
HH = Number of Investing Fouseholds .
A = Average Investment per Investing Household. )

9T



Table 1k

of Emigrants -~ 1979

Productive Use of Remittances (Investment in Commercial
Ventures) by Emigrants Families, by Rural/Urban Origin

(Rs._in Thousands)

Rural/ . SE AGENCY WORKSHOP - HOTEL
Prpvinces Urban ?OP \ _
~ Class- HH A T HH A T AH A T HE &
ification. ; - - ’
PUNJAB RURAL 90.0 . 3 30,0 0.0 ) 0.0 0.0 0 0.0 0.0 1 0.0
" URBAN 2310.0 . 16 144,38 400.0 1 400.0 1480.0 2 740.0 0.0 @ 0.0
TOTAL . 2400.C 19 126.32 400.0 1 400.0 - 1480.0 2 740.0 0.0 1 0.0
SIND RURAL 0.0 0 0.0 0.0 0 0.0 0.0 . 0 0.0 0.0 O 0.0
. URBAN Lo.C . 4 10.0 0.0 0 0.0  500.0 1 500.0 40.0 1 40.0
. TOTAL 40.0 & 0.0, 0.0 0 . 0.0 500.0 1 500.0 40.0 1 40.0
NWEP RURAL - 250.0 6 41,67 0.0 o} 0.0 0.0 ) 0.0 30,0 1 30:0
URBAN k90.0 . 7 - 70,0 0.0 o} 0.0 0.0 0 0.0 0.0 0 0.0
TOTAL 740.0 13 56.92 0.0 0 .0.0 0.0 'O 0.0 30,0 ' 1 30.0
BALUCHISTAN  RURAL . 30.0 2 5.6 0.0 0 0.0 0.0 © 0.0 0.0 0 0,0
URBAN 200.0 v 28.57 0.0 0 0.0 0.0 o] 0.0 - 0.0 0 0.0
TOTAL. 230.0 9 25.56 0.0 0 0.0 0.0 -0 0.0 0.0 0 0.0
AZAD KASEMIR  RURAL 750.0 3 23,33 0.0 o) 0.0 0.0 O 0,0 0.0 0 0.0
URBAN . ~ 100.0 -1 100.0 0.0 o 0.0 0.0 O 0.0 0.0 O 0.0
CTOTAL ~  830.0 &~ 1 207.50 0.0 0 0.0 0.0 0 0.0 0.0 O 0.0
TOTAL RURAL  100.C b 78.57 0.0 0 0.0 0.0 0 0.0 30,0 2 15.0
URBAN . 3140.0- 35 .. 89.71 400.,0 1 400.0 1980.0 3 660.0 40,0 1 40.0
TOTAL ~ h2h0.0 45 8¢.53 L00.0 1 400.0 1980.0 3 660.0 70.0 3 . 23.33
Note: At the, heads of_Coiuﬁns.
T = Total Investment
HE = Number of Investing Householas
A =

Average Investment per Investing Fousehold.

16T
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Again this figure is fairly low, indicating perhaps the migrant family's
unfamiliarity with investment opportunities. It may be an interesting
exercise to examine the profile of the small group of investors to see if

they are concentrated in the business and professional emigrants.

The investment in commercial ventures, namely shops, hotels,

workshops, etc. amounts to Rs. 6.7 million which yields an‘averagé annual

figure of Rs. 1,660‘per migrant. The total industrial/commercial
. t . :

investment thus works out to Rs. 2,37§ per migrant per year.

'

Iv. FINANéIAL INVESTMENT
In the categor& of financial investment we include purchaée of é
financial instrument of the'following cétegqries:
1. Purchase of shares in firms

2. Investment in financial corpérations

Investment in Finance Corporations‘was‘made by 16 households to the
tune of Rs. 141,000, yielding an annual average of Rs. 35 per migrant.
Details are given in Table 16. The bulk of the investment (84%) was made

in the Punjab while the remainder was made in the N.W.F.P.

Only two households reported investing Rs. 600,000 in the purchase
of shares of Salva Ghee Industries and a textile mill. The average

investment per migraht per year works out to Rs. 150.

The total expenditure on financial investment comes to Rs. 185 per

year,
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Tahle - 15

" Productive use of Remittances . Purchase of Share of
" Pusiness Organisations ) by Emigrants' Families, by
Rural/Urban Origin of Emigrants. 1979. T

~

( Rs. in Thousands)

Provinces - Rural/Urb;h o Salvé Ghee S Textile Mill
~° Classification ' T HH A T . HH A

Punjab R 0 o 0.0 0 0 0.0
: U 500 .1 500.00 100 1 100.0
T 500 1 500.00 100 1 100.0
Sind R 0 o 00 0 0 0.0
y 0 0 0.0 0 - 0 0.0
T ) 0 0.0 0 0 0.0
NWFP R 0 0 0.0 0 0 0.0
] 0 0- 0.0 0 0 0.0
T 0 0 0.0 0 0 0.0
‘Beluchistan R 0 0 0.0 0 0 0.0
; ' v 0 0 0.0 0 0 0.0
T 0 0 0.0 0 0 0.0
Azad Kashmir R 0 0 0.0 0 - 0 0.0
T 0 0 0.0 0 0 . 0.0
Total R 0 0. 0.0 0 0 0.0
] ..500 1 500.0 100 1 100.0
T 500 1 500.0 100 1 1100.0

i
‘Note: At the heads of columns,

T = Total Investment
HH = Number of Investing Households
A = Average Investment per Investing Household
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Table - 16

Productive Use Of Remittunces ( Investment in Finance

Corporation ) by Emig;ants'Familiesluby Rural/Urban
Origin of Emigrants. 1979. '

Provinces

" Rural/Urban

{ Rs. in Thousands )

Total ' Number of Average Tnvestment
sClassification  Investment Investment per Investing
Households Households
Putjab Rural 49 6 8.17
; Urban 70 8 8.75
Total 119 14 8.50
Sind Rural 0 0 0.0
Urban 0 0 0.0
Total 0 0 0.0
NWFP . Rural 2 1 2.00
: Urban 20 1 20.00
Total 22 2 11,00
Baluchistan Rural 0 0 0.0
Urban 0 0 0.0
Total 0 0 0.0
Azad Kashmir Rural 0 0 0.0
Urban 0 0 0.0
Total 0 0 0.0
Tozal Rural 51 7 7.29
Urban 90 9 10.00
Total 141 16 8.81



Table 17

1

. Productive Use of Remittahcés(lnvestment in Saving
fichemes) by Emigrgnts' Families by Rural/Urban Origin

of Emlgrants 1979.

/

( Rs. in - Thousands )

RURAI../URB. .

POST OFFICE

NATICN SAVING TIME PEPOSITS PRIZE BONDS |
FROVINCES CLASSIFICATTON . SCHEME GAVINGS . x

o P " A BH HE___A HH
PUNJAB RURAL . C.0 o 0.0 0.0 © 0.0 0.0 O 0.0 N
: URBAN ha2.0 6 7.0 64.0 5 12.8 77.0 5 15.4 22
SIND RURAL 0.0 o 0.0 0.0 O 0.0 O 0.0 0
‘ URBAN 38.0 L 9.5 1 10.0 72.0 k 1840 14
 TOTAL 38.0° L 9.5 10.0 1 16.0 72.0 L 18.0 14
NJFP - " RURAL 0.0 1 0.0 0 0.0 0.0 0 0.0 7
‘ URBAN 5.0 1 5,0 0.0 O 0. 0.0 0 0.0 0
TOTAL 5,0 2 245 0.0 © 0 0.0 0 0.0 7.
BALUCHISTAN RURAL 0.0 0 0.0 0.0 O ) 0.0 0 0.0 0
TOTAL 0.0 0 0.0 2.0 1 T2 1.0 1 1.0 0
AZAD KASHMIR RURAL 40.0 - 1 .0 0.0 O 0.0 50.0 4 12.0 0
TOTAL 50.0 1 0.0 0.0 O 410.0 110.0 6 18.3 g
TOTAL RURAL  40.0 2 20.0 0.0 © 0.0 50.0 4 12.5 °3 1

URBAN 85.0 11 7.7 76,0 7 10.9 210.0 12 17.5 - - 37
TOTAL  125.0 1= 946 76.0 .7 .10.9 : 16 16.3 -4

continued. 2

™t



Table 17 (page 2)

rAa¢

NIZ UNIDS INSURANCE . “COMMIPTEE
' ﬁ » (CO-OP. FINANCING)
T AH____ A T HH A T ___HH A
PUNJ 4B RURAL 0.0 O 0.0 5.0 1 ‘5.0 0.0 0 0.0
. URBAN 54.0 2 27.0 3.0 1 3.0 . 1.0 -1 1.0
TOTAL 5.0 2 22.0 8.0 - 2 L.0 1.0 1 1.0
SIND RURAL 0.0 0 0.0 0.0 0 0.0 0.0 0 0.0
URBAN - 83.0 5 16.6 20.0 1 20.0 0.0 2 0.0
TOTAL 83,0 5 16.6 20.0 1 20.0 0.0 . 2 0.0
NWEP RURAL 0.0 0 0.0 0.0 0 0.0 3.0 1 3.0
URBAW 0.0 0 9.00 0.0 0 0.0 0.0 0 " Qe0
TOT/L  C.0 0. 0.0 0.0 0.' 0.0 3.0 1 340
BALUCHISTAN RURAL 0.0 0.. 0.0 0.0 o 0.0 0.0 o) 0.0
URBAN 0.0 0. 0.0 0.0 Cs 0.0 0.0 0 040
TOTAL 0.0 0. 0.0 0.0 c 0.0 0.0 0 0.0
AZAD KASHMIRRURAL 040 O, 0.0 0.0 o 0.0 10,0 0 0.0
URBAN . 0.0 0 00 0.0 0. 0.0 0.0 ) 0.0
TOTAL 0.0 0. 0.0 0.0 0 0.0 0.0 0 0.0
POTAL RIRL €0 O 0.0 5.0 1 5.0- 3.0 1 3.0
URBAN 137.0 7 19.6 23.0 2 11.5 1.0 3 0.3
TOL.LL 137.C 7 19.6 28.0 3 9.3 - k.0 b 1.0
Note At the h2esds of columns, -

T = Total Investment :
HH = Number of Investing Households
A = Average Imvestmeat per Investing Household.

H



143

Savings-“

We have defined savings to include casﬁ, time deposzts, saving
certificates, prize bonds, insurance, NIT ug;ts, etc. While figures for
cash balances are not atailable, they can perhaps be obtained as a
residual. The investment on the remaining heads is'given in Table 17.
The total amount thus saved amounts to Rs. 935, 000, yieldxng an average

figure of Rs. 232 per migrant per year.

The reasons for the low level of savings are similar to those -

adduced for .low investment in industry.

V. CONCLUSIONS
The aggregate picture whlch emerges from this analysis is -that the
expendltures listed in Table 18 are made annually by migrant households

out of the remittances'recelved from ahroad.

| Despite the approximations used in calculating these figures, it
is gratifying to observe that the total‘eépenditute thus calculated,
'Rs. 28 1044, is not very dlfferent from the total annual remittances, -
"Rs. 28, 966. The unexplained residual is only 3.18% of the total remit—
tances. The residual comprlses cash nalances, current accounts, qold,

Thug 62% of the expenditure goes into current cohsumption, 22% into
real estate purchases, 11.5% into real physical investments and 1.4% into

financial investments.
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Table 18

Uses of Remittances

' ‘ ; Amount

Expenditure , - (000 Rs.) %

ﬁl. Consumption » , 18,012 62.19
a. Recﬁrring consumption 16,512 57.00
b. Marriages 680 2.35

" ¢. Consumer durables S 820 - 2.84

2.  Real Estate . 6,280 . 21.68
a. Construction/purchase of .
‘ residential house 3,516 12.14
b. Iwprovement in house 658 . 2,27
c¢. Commercial real estate : 1,658 ' 5.72
d. Agricultural land - 448 g 1.55

3. ' Investment/Savings 3,752 . 12.05
a. Agricultural investment 957 ’ . 3.30
b. Industrial/commercial investment 2,378 8.21
¢. Financial investment/saving 417 1.44

4. Residual ' ‘ : 922 3.18
Total 28,966 ‘ 100.00

Under our claésification sheme, discussed in Chapter 5, we consider only
the last two as having a social value. Hence the investment compbﬁent of
the inflow of remittances works out to 13%., If we include in our analysis

the remlttances in kind, this figure drops to 12%.

The 51gn1ficant amount of expéhdlture on real estate implles that
there may be potent1a1 for tapping the sources of savings and productive
investment. Of course, as Guisinger (1980) suggests, it is not clear why
real estate should be copsidered an unproductive investment if the proceeds

of the sale of real estate are invested by the owner.

Rana
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