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Abstract: 
The purpose of this study is to find out the effects of workers’ 

remittances on poverty reduction in Pakistan, during time span of 
1972-2010. The Ordinary Least Square Method is used in our study. 
We have found that Life expectancy, Consumer price Index (measure of 
Inflation), Education expenditure, Government expenditure, Gross 
domestic product, Foreign aid and Private investment reduce poverty 
at large. The essence of the study is to high light the significance of all 
such variables in the line of addressing poverty pressures. There is a 
need of sincere effort from the Government side to realize that the 
attempt to curb poverty pressures is only viable if workers’ remittances 

are properly used. 
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I.  Introduction 
 Majority of the population lives in rural areas exclusively in developing countries 
and is perhaps poor (Chaudhry, et al. 2006). According to most recent estimates of the 
Food & Agriculture Organization of the United Nations (FAO 2009), the number of 
hungry people, world wide, has reached 963 million or roughly 15 percent of the 
estimated world population. This represents an increase of 142 million over the figure 
since 1990- 92. The consequence of efforts brought up to reduce this rate started 
becoming weaker again in response to the rising food prices. Which is merely one the 
prominent reasons for the increase in global poverty, as poverty food price and hunger 
are inextricably linked. Poverty, most of the times, does seem to be as problem that 
probably having no foreseeable end. Existence of poverty has always been a host for 
economic and social problems. Around 1.4 billion people in developing countries live on 
$1.25 a day or less. Rural areas account for three out of every four people living on less 
than $1.25 a day. 22,000 children die each day due to conditions of poverty. 
 
 There is no doubt that role of workers’ remittances has a great significance for the 

researcher(s) in exploring their impact over the development of the recipient country. It is 
worth mentioned here that impact of workers’ remittance over the poverty is somehow or 
the other not explored vigorously as it deserves. Unfortunately very few studies1 evaluate 

                                                           
1 Siddiqui, R. and Kemal, A. R. (2006); Arif, G. M. (1999) and Rashid, A. (1986). 
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the impact of remittances upon poverty in Pakistan. Majority of studies brought up foggy 
view of the matter or are developed on the basis of data gathered at one point in time. 
In Pakistan, poverty line is Calorie-based. Probably expenditure on calorie intake of 2350 
per day by an adult, along with consumption expenditure on non food items, is 
aggregated to conduct poverty line. Based on income approach, poverty on the globe fell 
from 1.9b (1981) to 1.4b by 2005, for the people having less than $1.25 of income a day. 
Fifteen developing countries in Asia and pacific were shown remarkable growth in 
poverty reduction. Moving from late 90’s to early 20’s, HCR increased from 30.6% to 

34.5% before declining to 23.9% and 22.3% during 2004-2005 and 2005-2006. Nearly 47 
to 84 million people are expected to fall in poverty trap after slow pace of global 
economic progress2. 
 
 In Pakistan, magnitude of poverty is always expected to go up with a greater 
percentage in rural areas in contrast to that of in urban areas. Healthy flows of worker 
remittances help reducing magnitude of stood-by poverty, particularly by improving 
living standards of beneficiaries/recipients. Falling remittances inflow is considered to be 
as one of the major contributors to the increase in poverty rate in Pakistan. Arif (1999) 
examined remittance and investment at household level, using 1986 ILO/ARTEP survey 
of return migrant household study, found that nearly 68% workers remittances were 
invested and saved by the recipients. Worker remittances and multiplicity of rural assets 
are supposed to be positively related thus help catering problems like that of poverty. 
Linking analytical study of the impact of worker remittances is found to be supportive for 
families, self esteem and self interests, vigor for improvement, educational ascending, 
income uplifts, skill development, future planning for doing and executing business and 
reciprocating needs to migrants for more remit. This paper, using analytical framework to 
measure the effect of workers’ remittances on poverty, help develop thoughtful approach 

in order to link Poverty with that of the flow of workers’ remittances. 
 
 Most of the poor have no protection from summer heat and winter cold. Quality of 
labor, stock of capital resource, state of technology and efficiency with which resources 
are employed may be some of the many determinants of poverty alleviation. The main 
issue in the present study is to evaluate the impact of foreign remittances in poverty 
reduction. The rest of the study is arranged as follows. 
 
 After providing an informative introduction of the study, Section II describes the 
theoretical concepts in poverty and measurement issues relating to poverty. Section III 
describes the review of the literature in brief. Data source, methodological issues and 
model specification is discussed in Section IV. The Section V interprets the results of the 
study. Last section i.e. Section VI offers the concluding remarks. 
 
II.  Theoretical framework 
 Poverty for instance is a product of inappropriate political scenario. Poverty and 
inequality are closely related. Former could be considered as prescriptive concept where 
as later is descriptive concept. Opinions come on the board are severely disputed about 
how much inequality is tolerable. Some are those who argue that inequality is desirable 

                                                           
2. Chimhowu, A., Piesse, J. and Pinder, C. (2011). The hunger project. Source: www.thp.org   retrieved date: 

April 29, 2004 
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and acceptable, (Green 1990). Where by some believe that it is severely destructive and 
unacceptable, (Field 1989). Relative and Absolute definitions of poverty are discussed by 
Shanahan and Tuma (1994). Also, relative and absolute standards produce different 
policy implications and accounts of the experience of poverty, and somewhat differ in 
extent of poverty, (Townsend 1980). 
 
a. Absolute Poverty 
 This type of poverty refers to the status of an individual in relation to the minimum 
cost of food and other basic needs consistent with the spending pattern of the poor. This 
concept of absolute or subsistence poverty is associated with the earlier research executed 
by (Booth 1889; Rowntree 1901, 1941; Townsend 1979 and Sen 1999). This is worth 
mentioned over here that later Spicker (1990) and Viet-Wilson (1986) argued that work 
done by them expresses oversimplified judgments and that in practice both came up with 
more complex definitions of absolute poverty in their studies. 
 
b. Relative Poverty 
 The term relative poverty refers to the status of an individual in line with that of 
average income and expenditure. It certainly means for the lack of “Means” in parallel to 

that of the “Means” available to that of the other(s). Relative poverty is explained by 

Peter Townsend as follows: 
 
“The poor are the individuals the resources of whom fall short of the resources available 
to others in the same community they live, (Townsend 1962). 
 
 Townsend (1971) said that the status of living of people portrays their extent of 
poverty. It is considered to be as a form of relative deprivation, which is the effect of 
mal-distribution of resources. 
 
 He believed that relative nature of poverty depends upon diversified concept of 
social stratification and mainstream levels of living across various countries. Galbraith 
(1977) strongly argued, in the research he carried out earlier, that relative poverty 
postures a scenario in which people do have adequate income but their income falls 
behind the one which is held by other individuals in same community. 
 
 When and as income gets inherited to descendants, it does improve status of 
inequality. But extent of poverty, somehow or the other, remains unchanged. Sen (1981) 
came up with the findings that whenever income of a household falls, it does lead all the 
members of family towards starvation and makes them victim of malnutrition. Hence it is 
quite sure now that relative deprivation would certainly mean that its victims would have 
less of the desired attributes, employment opportunities and power as compared to that of 
others in the same community. 
          
 Reference to that of relative poverty, there’s required some sophisticated judgment 

in order to come up with appropriate poverty measurements. It is required because 
definition of poverty depends upon the comparisons of level of living, level of 
consumption of its victims to that of the others. (Townsend 1954 & 1979; Abel Smith and 
Townsend 1965) are of a view point that state benefits are molded towards the poor class 
for raising them up from minimum deterrence level. But the empirical results they came 
up with in their research do clearly show that even after the transition of state benefits, 
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the level of living of the poorest was not as better off and reasonable in 1950’s and 

1960’s as it used to be in 1940’s. 
 
c. Poverty Line: 
 Poverty Line represents a certain level of income and expenditure that is 
essentially required to execute minimum level of the consumption of goods and services 
which come into the daily need. Households and individuals having per capita income, 
the range of which falls below this line are considered to be as poor. However others 
falling above the poverty line are non poor. 
 
It is mandatory to have an idea of absolute and relative poverty line analysis. 
 
 A relative poverty line is a mean or median of total adjusted aggregate income. 
Whereas absolute poverty line is a sort of threshold point that is established for certain 
income level at which households are judged whether they are capable of buying food, 
non food and social services. 
 
 Concept of poverty line is quite diversified in literature. Firstly it is extended to 
Basic Needs Poverty Line that is referred to the one that reflects a composition of food 
and non food expenditures. It is a minimum expenditure needed to consumer basket of 
basic needs. Secondly it caters Calorie- Based or Food Poverty Line that reflects certain 
level of expenditure that is required for the intake of food-energy. Here “food specialists” 

determines basket of food items that are consistent to the fulfillment of basic calorie 
requirement, (Rowntree 1901; Orshansky 1965). Finally what is required is an 
establishment of international poverty line. Generally world followed Rowntree’s 

approach for the estimation of poverty. It is $ 1 a day and $ 2 a day, reflecting lower and 
upper poverty line respectively. 
 
d. Poverty and its measurements 
Some of the commonly followed methods of measuring poverty are as under: 
 
a. Head Count Measure (Incidence of Poverty) 
It postures proportion of people who prevail below poverty line. Symbolically expressed 
as 
H= q/n 
q= no. of persons below poverty line 
n= total no. of persons /house holds 
f. Poverty-Gap index (Depth of Index) 
It’s an aggregate short fall of income (y) of all poor from specified poverty line. Where as 

it measures the depth of poverty but not the severity of the same. Symbolically expressed 
as: 
gi = Z - Yi  
Z= defined poverty line 
Yi = Income of ith person below poverty line 
gi = Poverty gap of person ‘i’ in T.  
b. FGT-Index (Foster Greer Thorbecke- Index) 
This index is also used to measure to severity of poverty.  
Symbolically expressed as: 
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Pα ( Yi, Z) = 1/n  
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gi = Z – Yi 
It is also written as 
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If α = 0 the measure is equal to head-count ration 
α = 1  the measure is same as income gap measure 
In general value of α is 2.  
c. Poverty Severity (Squared Poverty) 
This notion expresses that how much poor is distant from the poverty line established. 
Symbolically expressed as: 

P2 ( yi, Z) = 1/n   
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III.  Literature Review 
 Focusing upon manifold usages of workers’ remittances, one may conclude that 

they help in creating jobs and business thus bring decline to poverty pressures. This is 
further endorsed by Amjad (1986) in Phase II, “Migration study of Pakistan”, that 

remittances lead to push up growth rate in small scale manufacturing, construction, 
transportation, commercial, wholesale, retail trade and other investments to grow 
significantly. 
 
 Adam (1998) also came out with the results that remittances not only boast 
consumption of recipients rather also let them invest the same in rural asset’s 

accumulation. This will in turn help them in coming over socio-economic problems one 
of those is, no doubt, poverty. Adam concluded that undisrupted Flow of Remittance is 
important as 68% of workers’ remittances are saved and invested by the families back in 
their parent country. 
 
 Arif (1999) Digging for the extraction of information from Pakistan’s perspective, 

as Siddiqui and Kemal (2006), using HIES data, observed that increase of poverty in 
Pakistan is caused by reduced inflow of remittances from abroad. Lucas (2004) made 
contribution in providing evidence that remittance directly bring rise into the income of 
the poor recipient hence there is a need of sincere effort(s) to find the proliferated socio-
economic consequences of remittances, which are divergent in their range of impacts. 
Fetching some information about remittance effect over poverty Adam and John (2005), 
via house hold budget survey, got the findings that 10% increase in share of international 
migration leads to 1.4% decline in poverty. 
 
 Meanwhile international migration helps reducing poverty on one side, but poverty 
for instance also affects migrants to fly abroad. Having discussed all about workers’ 

remittances and their benefits, most of the time it requires some overwhelming steps to be 
taken by the government because in force of habits of workers’ remittances, it has been 

observed that they are used on consumption rather to be either saved or invested in some 
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sort of business(es), (Steiman 2005). As concluded by Suleri and Savage (2006), house 
hold received international remittances were seemed well off than the one who didn’t get 

that. If there is a trend of falling remittances in a country, there exist obvious chances for 
the wide spread poverty as it was seen in Pakistan in the era of 90’s, (Siddiqui & Kemal 

2006). 
                             
 Impacts of worker’s remittances upon macro and socio economic indicators of the 

country are to be essentially explored. Taking into an account Pakistan’s prospective, not 

only it brings improvement in growth of such indicators rather it has universal positive 
impact on other sectors of economy as well. It is worth while to mention that countries 
are required to keep accurate record of movement of people across international borders 
just as movement and transaction of goods and services are kept in appropriate records.  
For example, Lopez et al. (2007), using house hold survey, found the impact of 
remittances on poverty and education in Latin American countries. They concluded that 
remittances bring increase in per capita income levels, therefore remarkable differences 
are found while comparing migrant’s income at home and abroad. Hence on one side 

showing falling poverty, but at one and the same time making an attempt to consider 
opportunity cost associated with migration. It is seen in the context of Potential income 
migrant could have made, otherwise, at home. 
 
 Raza (2008) brought overwhelming evidences that flow of remittances contribute 
in expanding entrepreneurial activities, financial health and other promotional factors of 
economic growth. Hence it is not unusual to link poverty reduction with that of economic 
flourish ness. If we go back to the incident of natural calamity back in 2008 and through a 
light upon the state of position of the victims of earthquake, such earth quake victims in 
Pakistan receiving remittances and the one didn’t receive, were also standing at different 

footings. The flow of remittances through the formal (official) channels lowers poverty 
after creating space of higher growth in the economy (Amjad, 2010). Once remittances 
enter, surely bring up positive externality to a recipient country. Irfan (2011) is of the 
view point that remittances bring rise in recipient’s income thus smoothens consumption 

and do facilitate investment in human capital growth. 
 
 Reading between the lines one may conclude that remittances are an important 
ingredient of reducing extent of poverty in a country. It addressed lot many socio-
economic issues by built-in characteristics, which enable the recipient country to offset 
poverty via manifold ways and channels. Our study also endorses such concepts. 
Moreover we stand one way forward in highlighting lots of other variables/factors3 
which, in complement to remittances, help reducing poverty. It is certainly a matter of 
unfortunate for the countries who pay cursory attention to such factors especially when 
they join heads to define certain policy option for poverty alleviation. 
 
IV.  Data sources and Methodological issues 
This section provides the understanding of construction of variables, methodology 
measurement issues and model specification 

                                                           
3.  Consumer price inflation, Education expenditure, Government expenditure, Gross domestic product, 

Foreign aid and Private investment 
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a. Data Sources 
 The present study is based on the secondary source of data covering the period 
from 1972 to 2010. There is not available single data source therefore the data, on 
different variables used in the study, are collected from different sources. The major 
source of the data is Pakistan Economic Survey (Various Issues), Hand book of statistics 
on Pakistan economy (2005) and fifty years of Pakistan statistics. 
 
b. Methodology 
We have employed ordinary least square method in order to obtain the estimates of 
multivariate model. The multiple regression function is given as: 
Y = f (X1, X2…………Xn) 
Where Y is dependent variable, X1, X2…………Xn are explanatory variables. The 
multiple regression equation is stated as follows: 
Y= α0+ α1X1+ α2X2+……..+ αnXn + µi 
Where α0 = the intercept term 
α1, α2….. αn are the parameters and µi is disturbance term which follows all the 
assumptions of ordinary least square method. 
 
c. Model Specification 
Based on the ordinary least square method, the following poverty model is specified: 
Pov = f (WREM, LEXP, CPI, EDUX, GEX, GDP, FAID, PINV.)  
Where Pov = poverty on Head Count Ratio (HCR) is used as measure of poverty. 
WREM: Workers’ Remittance(s) 
LEXP: Life Expectancy/Expected Life 
CPI: Consumer Price Index (measure of Inflation) 
EDUX: Education Expenditure 
GEX: Government Expenditure 
GDP: Gross Domestic Product 
FAID: Foreign Aid 
PINV: Private Investment 
Considering the properties of data, our specified model is in the form of log-log model. 
Log-Log model is given in the following equation.  
LHCR = βo + β1WREM + β2LEXP + β3CPI +β4EDUX + β5GEX + β6GDP + β7FAID + 

β8PINV + µi 
 
d. Variable’s descriptions 
Theoretical justifications of the selected explanatory variables, opted in the model 
specified above are precisely explained in descend: 
 
a. Workers’ Remittances 
 According to the hypothesis developed, Workers’ remittances are the important 

ingredient for reducing poverty and unemployment. Hence sustained flow of workers’ 

remittances enables country like that of Pakistan to stabilize her economy particularly in 
the context of driving down poverty and unemployment. For example Raza (2008) found 
from her research that workers’ remittances increase the demand for the locally produced 

goods which in term requires to increase the supply hence not only create jobs and 
reduces unemployment, rather helps reducing poverty indeed. 
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b. Health Expenditure and Life Expectancy 
There is no concept of the achievement of potential GDP level, unless the work force is 
in good health without mal nutrition. Better is the state of health more is the willingness 
to go for work rather than leisure. On part of life expectancy, it has been argued by the 
economists that “higher is the expected life less you consume today and hence more you 
save”. Good saving rate not only helps escape oneself from poverty rather also enable 

country to increase the rate of investment, which in turn creates jobs and reduces poverty. 
 
c. Inflation rate (CPI) 
 Speed at which prices rise is inflation. Consequences of inflation are two fold. One 
group of economists believes that cost of holding money rises as inflation exists. Hence 
people instead of holding money prefer to go for saving it. Thus later leads to raise 
investment (savings always equal to investment). Other group believes that inflation 
increases price of every thing inclusive of the cost of borrowing capital. Where as 
investment and cost of borrowing capital bears inverse relationship. There fore lead to a 
fall in investment and employment rate and thus molding economy towards poverty. In 
the line of the 1st approach as investment rises in response to the rise in saving rate, 
inflation leads to gain economic growth and reduces poverty by creating jobs. 
 
 Where as in line of the views of 2nd approach, inflation rate may have negative 
impact over poverty as is found by De Gregorio (1993), Fischer (1991), Grier and 
Tullock (1989). 
 
d. Literacy Rate 
 Growth in Literacy is considered to be as one of the determinants of development 
gaps between developed and the developing economies. Lower rate of literacy 
contributes adversely in the growth and development process. Proper investment in 
education and skills of labor force, converts ordinary working class into human capita. It 
is taken into different forms like training, retraining, formally organizing education, study 
programs, expenditure on health etc. Such improvements are necessary for adapting 
sophisticated and advance technologies applied to the production processes. Education 
has spillover effects on setting off diminishing returns to scale and diseconomies of scale. 
Thus good literacy rate, no doubt, helps poverty pressures to be got shrinked (Thirlwall, 
2003). 
 
e. Government Expenditure (education) 
 Governments spending always have intensive effect on economic growth. In 
conclusion, it is not hard to believe that government spending, investment in education 
and miscellaneous, relaxes growth in poverty. 
 
f. Gross Domestic Product (GDP) 
 GDP is expected to be an important indicator of economic development. Upward 
trend in GDP is a sign of improvement of Socio-Economic indicators of a particular 
nation. Hence it is to be believed that GDP growth enables poverty to go down stream. 
 
g. Foreign Aid 
 Foreign aid, in all circumstances, is expected to be as an important ingredient that 
cures socio-economic imbalances of the recipient country. There exist negative 
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relationship between the flow of foreign aid and magnitude of poverty in a particular 
country. 
 
h. Private Investment 
 Private investment is an absolute engine of sustained economic growth. If there’s 

been established positive relationship between private investment and poverty 
eradication, it will not be wrong. Higher and sustained rate of the remit of private 
investment in a country bring up positive trend into the economic growth of a country. 
Hence help addressing several socio-economic issues like that of poverty at large. 
 
V.  Results and discussions 
 The results of the study are elaborated in two stage levels. At the first stage, we 
explain the descriptive statistics of the selected variables and the diagnostic tests of the 
model. The empirical results of the study are discussed in the second stage. 
 
a. Descriptive Analysis 
 Table I reports the descriptive statistics of some selected variables. On the average 
consumer price index is 66.48 with 53.71 variability, having positively skewed 
distribution. The shape of the distribution of CPI is almost Meso Kurtic. The Mean value 
of EDUX, FAID, GDP, GEX, PINV, LEXP, WREM and HCR are 5651.95, 9466.02, 
2745701, 639964.90, 324108.80, 60.842374.42 and 26.15 respectively. It is noted that 
these variables do not differ much from their mean values and almost all variables have 
low value of standard deviation.   
 
Table I Descriptive Statistics 

 
b. Diagnostic tests 
 In order to make the results of the study more realistic and valid, we have applied 
almost all the tests. The values of adjusted coefficient of determination R2 is 0.84 which 
show that 84 percent variation is explained by explanatory variables. While overall 
significance of the model is judged by the value of F- Statistics (26.34). The danger of 
Multicollinearity is ruled out by the value of R2 (0.84) and almost all significant t-ratios.  
Jarque- Bera Test of Normality is 1.80 which shows that we accept null hypothesis Ho 
that residuals are normally distributed. The graph also indicated that residuals are 
normally distributed. Further, the problem of autocorrelation is examined by using 
Durbin- Watson test which has the value that lies between the limits and indicates that 
there is no auto correlation. Breusch-Godfrey serial correlation LM test has been run for 
the check of the autocorrelation in which we accept the null hypothesis that there is no 
serial correlation. 

 CPI EDUX FAID GDP GEX PINV LEXP WREM HCR 

 Mean 66.48 5651.95 9466.02 2745701 639964.90 324108.80 60.84 2374.42 26.15 

 Median 46.30 2891 7792 1020600 321474 91226 60.90 1866.10 24.57 

 Maximum 214.41 31535 23009 14668428 3223570 1620982 65 8905.90 37.72 

 Minimum 7.40 19.40 1785 54673 8406.50 3621 50.98 136 17.32 

 Std. Dev. 53.71 7763.96 6659.40 3668681 833042.90 483303 3.40 2013.87 5.05 

 Skewness 0.98 1.96 0.80 1.75 1.78 1.71 -0.87 1.60 0.58 

 Kurtosis 3.18 5.93 2.40 5.39 5.25 4.58 3.29 5.35 2.45 



22      Pakistan Journal of Social Sciences Vol. 34, No. 1 

 The study has also used the auto-regressive conditional heteroscedasticity test for 
validity of OLS estimates. This test too acknowledges that we may not reject null 
hypothesis. In addition we have applied White Heteroscedasticity test in order to examine 
the problem of heteroscedasticity. The results of test indicate that estimates are free from 
the heteroscedasticity issue. Lastly, Ramsay RESET test for investigating the problem or 
model specification is used in the present study. The outcome of the Ramsay RESET test 
clearly indicates that the model is correctly specified and we accept the null hypothesis. 
 
Table II Diagnostic Tests 
Normality Test 
 

Jarque – Bera Statistics J. B. Statistics: 1.80 Probability: 0.40 

Serial Correlation 
 

Breush – Godfrey Serial Correlation LM Test F – Statistics: 0.83 Probability:  
0.44 

ARCH Test 
 

Autoregressive Conditional Heteroscedasticity 
test 

F – Statistics: 0.16 Probability:  
0.68 

Heteroscedasticity  
Test 

White Heteroscedasticity test F – Statistics: 0.86 Probability : 0.55 

Model Specification 
 Test 

Ramsey RESET Test F – Statistics: 0.60 Probability:  
0.44 

 
c. Empirical Analysis 
After describing the descriptive statistics and the results of diagnostic tests, we explain 
the results of the poverty model, given in table 3. 

 
Table III OLS Estimates of Poverty Model 

Variable Coefficient Std. Error T-statistic Probability 
Constant 17.54393 2.886945 6.076987 0.0000 
LWREM -0.107902 0.033193 -3.250779 0.0028 
LLEXP -1.861362 0.506616 -3.674107 0.0009 
LCPI 1.639855 0.320729 5.112906 0.0000 
LEDUX -0.130301 0.074675 -1.744892 0.0912 
LGEX -0.143766 0.142987 -1.005449 0.3227 
LGDP -0.836230 0.299260 -2.794325 0.0090 
LFAID -0.036747 0.026444 -1.389649 0.1749 
LPINV 0.220994 0.122725 1.800725 0.0818 
R-squared 0.875395 F-statistic 26.34519 
Adjusted R-squared 0.842167 Prob(F-statistic) 0.000000 
Durbin-Watson stat 1.614501 Sample Size 39 

Note: Calculated by the authors using EViews-7 
 
 Results show that workers’ remittances are inversely related to poverty. It is 

because when workers’ remittances increase, it depresses poverty and do let flag of 
poverty to flutter at half mast. Coefficient value of 0.1 shows that 1% rise in workers’ 

remittances lead to 0.10% descends to poverty.  The results found, help to believe in the 
inverse relationship between workers’ remittances and poverty as developed earlier by 
(Lopez et al. 2007). 
 
 The essence of Keynesian life cycle theory suggests that an individual spends less 
proportion of one’s income in old ages. Hence we can say that saving and income slither 
in same direction i.e. proportion of saving rises with the rise in income. Our results also 
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acknowledge that as we have come up with the findings that about 1% rise in life 
expectancy depresses poverty by 1.86%. 
 
 Inflation and its existence should have inverse relationship to unemployment as 
workers’ negotiation powers are strong, (Mensfield, 1986; Chaudhry, et al. 2006). This in 

turn, may act positively in reducing poverty. Whereas in general existence of inflation 
harshly effects the purchasing power of the general public. Hence it is not hard to believe 
that there is positive relationship between inflation and poverty. The results of ours 
acknowledge the same scenario. We have found that 1% rise in inflation increases 
poverty by 1.63%. 
 
 It is evident that more is the expenditure of education; more is the development 
and prosperity. Nations who keep significant portion of their budget for education 
expenditure gain sustained growth, which surely enables a country to have a good control 
over its socio-economic problems and certainly to stand on ones own feet. Knowing the 
symmetry of the relationship our results endorse the same reasoning. It warbles that 1% 
rise in education expenditure brings 0.13% fall in poverty. 
 
 Government expenditure, no doubt, is a major ingredient of aggregate expenditure. 
Developed countries of the world do not worry about balancing their budgets rather try 
hard to get rid of socio-economic problems mainly like that of poverty and others in line. 
Government expenditures in investment activities give rise to entrepreneurial activities, 
boost consumption level and help to get rid on poverty at large, as evident by (Irfan 2011; 
Taylor 1992 and Faini 2002). Our result also incorporate with the same that 1% rise in 
government expenditure descends poverty by 0.14%. 
 
 Meanwhile in order to check the state of socio-economic indicators, GDP is 
always a yards stick. It is not necessary that GDP growth rate is to keep moving up. 
Chaudhry, et al. (2006) found that GDP has significant effect on poverty. As it is further 
vetted by our findings i.e. 1% rise in the size of GDP reduces poverty by 0.83%. 
 
 Foreign development assistance is very useful for developing economies for the 
achievement of improvement in their program(s) like that of poverty alleviation, 
provisioning of various services and for the promotion of sustained pattern of production. 
Value added and consistent flow of foreign aid poses positive impact on poverty. Our 
result incorporates with the economic theory viz 1% rise in Foreign aid brings 0.03% fall 
in poverty. 
 
 Growth in private investment has had an impact over poverty and inequality. 
Capital being a produced factor of production, its amount could be changed via private 
investment. Countries devoting highest portion of their GDP towards investment, always 
gain maximum economic growth. This surely helps them to address issues like that 
poverty. Private investment in an attempt to gather value added infrastructure helps in 
assets multiplication, which in turn brings descend to the poverty (Amjad, 1986; Irfan, 
2011). Hence we don’t waffle here, acknowledging the past done research, in stating in 

the line of our analysis that 1% rise in private investment bring 0.22% decline in poverty. 
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VI. Conclusion 
 We have gone through a sincere attempt to point out the impacts of workers’ 

remittances on poverty, taking all the desired evidences/data, in Pakistan. Model 
developed on the footing of Multiple Regression (OLS) has been fixed for a thorough 
filtration of the impact of workers’ remittances and other relevant macro economic 
factors on poverty. The results derived from the analysis strongly represent an ongoing 
research on the determinants of poverty. Analysis, as is based upon regression analysis, is 
to be wisely treated as suggestive and much more is still required to be done in this 
perspective. 
 
 Our findings depict that workers’ remittances have had strong impact over poverty 

reduction. It is now required that government should define appropriate channels through 
the same, flow of remittances must be executed i.e Financial Intermediaries. It is 
mandatory because unless this mechanism prevails, flow of workers’ remittances will not 

be noted on the account of foreign exchange reserves of our country. Meanwhile, what 
has been explored from the analysis is that remittances have got very clear cut 
contribution in economic growth, whenever they are dispensed for the further investment 
and so forth. Hence if bulk of remittances is reciprocated into investment, then surely it 
postures a visible sign of future economic growth. But it is only possible when 
government is sincere to provide conducive atmosphere to the people so that they may 
think of transferring remittances into future investment. Finally it is required to keep an 
accurate record of workers’ remittance because it is worthy of it. 
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