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I. INTRODUCTION 

It is argued generally that the observed pattern of use of remittances! by 
emigrant families reduces their effectiveness for economic development and growth. 
A large school of thought believes that a considerable portion of the remittance 
money is spent on raising current consumption, in making unproductive investment 
in real estate such as residential houses, and in acquiring consumer durables, etc. 
Such expenditure, apart from being inflationary in nature, also has a strong 
demonstration effect on the consumption patterns of families that do not receive 
remittances. Another aspect of the alleged consumption-oriented use of remittances 
is the relatively high import content of the consumption demand generated by 
remitted funds. This has the adverse implication of offsetting some of the balance of 
payments gains. There is, therefore, a need to critically examine the utilisation 
pattern of remittances in terms of statistically testing for differences in consumption 
behaviour between households that receive remittances and those that do not. This 
study attempts such an analysis based on the data from the Household Income and 
Expenditure Survey of 1987-88.2 
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!1bis paper analyses both types of remittances separately i.e. remittances received from household 
members migrating within the country referred to as domestic remittances and those received from household 
members migrating abroad referred to as international remittances. Please note also that in this paper 
households reporting remittances are referred to as migrant households with the domestic or international 
signifying where the remittances are coming from. Apologies are offered to the semantic purists that might 
find this terminology confusig. 

2For an analysis of consumption behaviour see, [for example, Stone (1954, 1954a); Brown and 
Heien (1972); Ranis (1961); Rehman (1963); Bussink (1970); Cheema (1983); Cheema et aJ. (1984, 1985); 
Khan (1963); Malik (1982); Siddiqui (1982); Malik et aJ. (1987, 1988); Ahmad et aJ. (1987, 1988); Ali 
(1981, 1986); Burney and Khan (1990, 1991); Burney and Akhtar (1990); Burney and Akmal (1991); and 
Kruijk (1991)]. For studies of migration and remittances see,for example, Adams (1989,1991,1992); Gilani 
et aJ. (1981, Part 1); Burney (1987); and Arnjad (1986). 

One important aspect of this paper needs to be noted. Since this is a study of remittances, the focus is 
on economic migrants, that is, on people who left their households to work either inside or outside of Pakistan 
and who remit money to the household. Domestic and foreign remitances were valued in terms of the income 
that households reported receiving from current migrants (i.e., net of all migration expenses). It is important to 
note also that these do not include the savings held outside the household by migrants. 




























