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1. Challenges in Pakistan’s Labour Migration: Exploitation and

Brain Drain
Labour migration has become an integral part of Pakistan’s economy and
society, especially migration to the Gulf Cooperation Council (‘\GCC’) coun-
tries. In this policy brief, ‘Pakistani migrant workers’ refers primarily to
workers registered for overseas employment through Pakistan’s Bureau of
Emigration and Overseas Employment, rather than the entire Pakistani di-
aspora abroad.

This distinction is important because official emigration statistics record
workers registered for employment abroad and therefore do not necessar-
ily capture all Pakistanis working overseas through other migration chan-
nels. According to the Government of Pakistan, approximately 14.38 million
Pakistanis were registered for employment abroad between 1971 and June
2025, of whom 95.5 per cent went to GCC countries, the focus of this brief.!
Pakistani workers continue to be present in these countries — including Saudi
Arabia, the United Arab Emirates (‘UAE’), Kuwait, Qatar, Oman and Bah-
rain — and they are a major source of remittances to Pakistan. Remittances
rose from about USD 22.1 billion in 2019 to USD 31 billion in 2021 but then
dropped to USD 29.8 billion in 2022 and to USD 26.3 billion in 2023.2

Remittances are a significant source of income for migrant families and
of foreign exchange resources for Pakistan. They can enable families to af-
ford food, housing, healthcare and education, and enhance family welfare.
With Pakistan’s external funding constraints and economic challenges, they
play an even more crucial role.’

To enable formal remittance transfers, policies have also been intro-
duced in Pakistan. The Foreign Exchange Remittance Card (FERC) was
launched in 2001-2002 to promote the use of formal channels, and the Paki-
stan Remittance Initiative (‘PRI’) was introduced in 2009 to enhance remit-
tance services and make transfers through the formal financial system easier.

However, the developmental benefit of migration is not captured by the
volume of remittances. One of the key policy issues is whether these finan-
cial resources are being converted to productive investments, jobs, human-
capital development, and sustainable economic growth. Current policies
tend to focus on increasing remittances, with few efforts to develop efficient
mechanisms for their productive utilization.*

There are clear indications that a significant share of remittances is
consumed within the immediate household. According to the author’s field
survey,’ around 50 per cent of remittance-receiving households reported re-
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mittance expenditure for non-productive ceremonial purposes, while only
about 15 per cent reported remittance expenditure for investments. This is a
result of factors such as insufficient investment opportunities, financial prod-
ucts, financial literacy, and bureaucracy procedures.

The issue then is not just that migrants’ families spend remittances on
consumption. Consumption can help to increase household welfare and boost
local economic activity. The real problem is that Pakistan has yet to establish
adequate institutional and financial structures to facilitate the potential of
remittances for productive capital creation, businesses and jobs.

At the same time, the developmental potential of labour migration can-
not be assessed solely from the perspective of remittance use in Pakistan.
The earnings available for remittance are also shaped by labour-market con-
ditions in destination countries. The International Labour Organization’s
(‘ILO’) evidence highlights wage-related abuses, including delayed or non-
payment of wages, unequal remuneration, unfair recruitment practices, and
other forms of exploitation affecting migrant workers in the Arab States. In
the Pakistan—GCC migration corridor specifically, studies have documented
excessive recruitment fees, contract substitution and cases in which Paki-
stani workers received lower wages than those originally promised. These
practices represent more than individual employment disputes: they reduce
the economic returns available to migrant workers and their families and
can shift a disproportionate share of the value generated by migrant labour
towards employers and receiving economies.®

The policy challenge is therefore two-sided. Pakistan must improve the
recruitment, preparation and protection of its workers before and during
migration, while GCC receiving countries must strengthen enforcement of
wage protections, fair recruitment standards, and equal treatment. A migra-
tion-development framework that focuses only on increasing remittances or
improving their use in Pakistan risks overlooking the conditions under which
those earnings are generated in the first place.

Thus, improving the developmental benefits of migration requires not
only stronger financial and investment institutions in Pakistan but also fair
remuneration, effective wage protection, and equal treatment of migrant
workers in GCC destination countries.” Financial literacy is especially rel-
evant, as many remittance-receiving households are not aware of opportuni-
ties for savings, investment and microfinance.®

Social and human-capital effects also come into play in the context of
migration. Migration can fund children’s education and enhance the human
capital of the household, but it can also lead to brain drain as skilled work-
ers leave.” At the same time, the relationship between skilled migration and
development is more complex than a simple brain drain narrative suggests.
The migration of highly qualified Pakistani professionals, particularly doc-
tors and other health workers, can represent a loss of scarce human capital
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for Pakistan, while simultaneously generating a ‘brain gain’ for destination
countries that depend on internationally trained professionals to address do-
mestic labour shortages.

This contrast is particularly evident across destination contexts: the
United Kingdom has become substantially reliant on internationally trained
doctors, while the UAE’s health system has also depended heavily on expa-
triate medical professionals, including workers from South Asia. Norway
presents a different policy and ethical context, where the recruitment of
health professionals from countries facing their own workforce shortages
has generated concerns about the distributive and ethical consequences of
international recruitment.

Thus, the developmental effects of skilled migration depend not only
on the individual gains received by migrants and their families, but also on
the extent to which destination countries benefit from skills trained at the
expense of already constrained health and professional systems in sending
countries.'” The increased burden of household responsibilities could fall on
women following migration, while they may not be able to influence the sav-
ings or investment decisions."

2. Remittances Matter, But Remittance Volume is Not the Same as

Development
Remittances are one of the most significant sources of foreign exchange for
Pakistan and a significant source of income for the migrant families. In 2020,
the volume of remittances received by Pakistan was around USD 24 billion,
or nearly 8 per cent of its GDP."> Remittance transfers enable families to pay
for necessary items, such as food, education and healthcare, and remittance-
financed consumption promotes jobs and economic activity in local com-
munities.

Remittances, however, should not always be considered as a means
of achieving long-term development simply based on their economic sig-
nificance. Some remittances are invested in small and micro businesses or
property, but low financial literacy and poor linkages to the formal financial
sector limit their developmental impact.”* Remittances are also subject to
social and cultural norms which shape their use. Spending driven by these
norms can enhance social standing and fulfil significant family responsibili-
ties, but it can also divert funds away from education, enterprise and other
productive activities."

This is complicated by inadequate access to suitable financial services.
There is limited knowledge among remittance-receiving families about sav-
ings mechanisms, investment opportunities and financial products.”® A study
in the Pakistani provinces of Sindh and Khyber Pakhtunkhwa (‘KPK’) also
reveals poor knowledge about microfinance and investment programmes,
which could play a role in helping small businesses grow.'® At the institution-
al level, banks have not yet implemented, or been able to implement without
restrictions, low-cost remittance-receiving accounts and accessible savings
and investment products for remittance-receiving households. Such formal
financial products are also not easy to adopt.”

The policy framework in Pakistan has also been more geared towards
encouraging remittance flows than maximizing their developmental impact.
The PRI is enhancing the ease of access to formal remittance services, yet
greater ease of access is not enough to solve the issue of inefficient utiliza-
tion.!®

The policy objective then is not to dampen down the desire to consume
that all households have, but to ensure that more of the income of migrants
is saved and invested productively, and that new businesses are formed and
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jobs are created, with the intention of building human capital.

Pakistan therefore has a remittance-development gap: large volumes of
remittances are earned from migrant labour, but financial, institutional and
social constraints limit their potential role in economic transformation in the
medium- to long-term.

3. Why Remittances Are Frequently Used for Consumption

3.1. Immediate Household Needs

The first reason is the real economic needs of many migrant families. One
study shows that remittances are typically spent on food, shelter and educa-
tion."” The author’s field survey in Rawalpindi also revealed that a significant
proportion of remittance earnings is spent on daily expenses of the house-
hold.?® Therefore, it is not proper to consider all consumption expenditure
as a waste of resources for policymakers. The policy dilemma occurs when
there is no viable alternative to consumption for the household. If the invest-
ment avenue is not clear, financial products are not available and institutions
are not trusted, then immediate spending is a reasonable option.

3.2. Lack of Attractive Investment Opportunities

A second reason is the lack of appealing local investment opportunities.
Even where households are interested in investing in small businesses, in
education, or in other productive activities, appropriate financial products
may be unavailable or hard to access.?' This is a very important policy dis-
tinction. The government cannot simply tell migrant families to invest their
remittances; it must provide guidance on where and how to invest, how to
assess risk, how to get financing, and how to protect the investment.

4. Inflation, Economic Insecurity and the Unequal Distribution of

Migration Gains
Remittance use for development in Pakistan is constrained by inflation and
economic insecurity. Although remittances increase household income, ris-
ing prices can erode their purchasing power and reduce the resources avail-
able for savings and productive investment. The author’s field survey indi-
cates that higher living costs can lead remittance-receiving households to
devote a greater share of their income to basic needs, including food, housing
and education, leaving fewer resources for investment.?? Similarly, economic
uncertainty and limited employment opportunities may encourage house-
holds to prioritize immediate consumption over longer-term investment.

These constraints are important for understanding why remittances do
not automatically translate into productive development in Pakistan. Howev-
er, focusing only on how remittances are used after they reach Pakistan risks
overlooking a more fundamental question of distributional justice: whether
migrant workers receive a fair share of the economic value generated by their
labour in receiving countries. Evidence concerning Pakistani workers in the
Gulf indicates that some migrants have faced excessive recruitment fees,
contract substitution and the payment of wages lower than those originally
promised.” ILO evidence also identifies delayed or non-payment of wages
and the need for non-discriminatory remuneration and equal treatment of
migrant workers as significant concerns in the Arab States.>

Such practices can reduce the income ultimately available to migrants
and their families while transferring a greater share of the economic benefits
of migrant labour to employers and receiving economies. The developmental
question is therefore not simply whether Pakistan can use remittances more
effectively, but also whether the economic gains generated by Pakistani la-
bour migration are distributed fairly between workers, sending households,
employers and receiving economies. Where migrant workers are underpaid
or inadequately protected, the benefits accruing to receiving economies may
be disproportionate to those accruing to the workers and sending countries
whose labour generates that value.

5. Political Instability, Governance and Investor Confidence
The productive use of remittances is shaped not only by the financial choices

of households but also by the political and institutional conditions under
which investments occur. Political instability is also a factor that constrains
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domestic investment; because of instability and economic disruption, inves-
tor confidence can be affected and make households sceptical of investing
their savings long-term.>

This is significant for migrant households, as remittances can represent
savings accumulated over several years in the labour market abroad. Uncer-
tainty in the domestic investment climate can make it difficult for families to
commit necessary resources to investment, such as in business or property or
other productive activities. One study reveals that some concerns associated
with the property transactions — fraud and the lack of protection for overseas
investors — are further obstacles to productive investment.?

6. The Problem of Short-Term Remittance Policy

Pakistan has taken several steps to enhance remittance inflows through the
formal sector, yet the policy framework has been less effective in connecting
these financial inflows to long-term productive uses. The lack of a strate-
gic and systematic policy approach is identified as one of the key factors
contributing to suboptimal outcomes for migrant households and the wider
economy. Current policies have focused on the volume of remittances rather
than on creating a longer-term policy for remittance income to be saved and
invested in productive capital.?’

The formal transfer mechanisms have improved, but the mechanisms for
facilitating productive use once the funds are transferred to Pakistan have
not kept pace. In particular, linkages remain inadequate between financial
institutions, remittance-receiving households, and national development
programmes that could channel remittances towards productive investment
and other development priorities.”® Already in 1987, Mark Boleat had ob-
served that financial institutions had failed to incentivize recipient families
to shift from the basic focus of meeting immediate needs to savings, domes-
tic business and productive capital.”’

This constraint is exacerbated by the lack of financial products that are
specifically geared towards remittance-receiving households. Studies sug-
gest that a lack of access to low-cost savings accounts, investment products,
and microcredit facilities, as well as bureaucratic procedures and documen-
tation requirements, can discourage households from using formal financial
services.*

7. Social Expectations and Non-Productive Expenditure

Remittance use is not just shaped by economic wants, but also by social and
cultural wants and expectations. Migrant families might feel the need to
‘prove’ their newfound success by getting married, attending funerals, par-
ticipating in religious services, buying a house or car, and engaging in other
forms of ‘consumption”.’!

The author’s survey of the Pakistani province of Punjab revealed that
about 50 per cent of the households receiving remittances spent the funds
on non-productive ceremonial expenditure, and only about 15 per cent on
investment. That means that a large portion of migrants’ income is spent on
current consumption, rather than in productive assets.*?

The evidence thus indicates a need for a social, as well as economic,
understanding of how remittances are used. When investment opportunities
are available, attractive, accessible and reliable, and compatible with fami-
lies” social and household responsibilities, families are more likely to invest
productively.

8. Gender and the Management of Remittances

Migration of labour also alters the gender dynamics within households.
When male members migrate, female members of the household may take
on more responsibilities for household management and decision-making.
This can enhance women’s economic and social status. Studies note that mi-
gration can help women take care of family welfare and help enhance their
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access to education and healthcare.?

However, not all these changes are empowering. Women can be given
extra roles without getting the same decision-making power. Cross-sectional
data from Gujranwala and Sialkot shows that female members of the house-
hold do not have as much influence as their male counterparts on savings
and investment decisions.** Women’s exclusion from financial education,
investment decisions and entrepreneurial opportunities deprives Pakistan
of an important opportunity to maximize the developmental returns from
remittances.

9. Financial Illiteracy as a Development Barrier

The financial literacy aspect of Pakistan’s migration policy is key but siloed.
There are limited opportunities to educate the many remittance-receiving
households about savings instruments, investment opportunities, micro-
finance, SME financing, government programmes, insurance, bonds, and
other formal investment procedures.

Studies indicate that families in Sindh and KPK were unaware of any
microfinance options and investment schemes that could help them establish
small businesses.® Similarly, Yousafzai (2015) highlights the role of finan-
cial literacy in enhancing the productive use of remittances.*

This ignorance can hinder families from using remittances to build pro-
ductive assets and create a sustainable income. This means that remittances
are spent mainly on consumption and not on long-term investments.

Financial literacy should be considered as a part of migration gover-
nance and not just a banking issue. Information and guidance on saving,
investment, risk management, tax, entrepreneurship, and digital finance
should be available for migrants and their families. Improving financial lit-
eracy may assist households in making decisions and enhance remittance
contribution to sustainable economic development.

10. Institutional Fragmentation
Pakistan has several institutions dealing with migration, remittances and in-
vestment, including the PRI, the Pakistan Institute of Development Econom-
ics, and the Board of Investment. However, research identifies inadequate
co-ordination and limited translation of research into effective policy as con-
tinuing institutional constraints.?’

The Board of Investment is responsible for investment promotion, but
administrative red tape and the absence of programmes specifically designed
for remittance-receiving households reduce its effectiveness. The problem is
therefore not necessarily the complete absence of institutions. It is the ab-
sence of a co-ordinated migration-development architecture.

11. Labour Migration and Human Capital: Development Gain or

Brain Drain?

Migration of labour can have positive and negative impacts on Pakistan’s
human capital development. Frequently, remittances enable families to in-
vest in the education, health and skill development of their children while
migrants are away. Studies show that children of migrant families are better
educated and that their educational outcomes improve.*® This represents an
important developmental benefit. But it can also lead to loss of skilled people
in Pakistan. Brain drain is also identified as a major factor of concern as
skilled workers leaving a country can have a negative effect on the country’s
human capital and economy.* Hein de Haas and others (2019) highlight the
potential loss of human capital through migration.*

This presents an important paradox: migration can increase human
capital within migrant households through higher incomes, education and
exposure to new skills, while simultaneously reducing the stock of skilled
human capital available in the country of origin when highly qualified work-
ers leave. The developmental consequences, however, cannot be understood
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solely from the perspective of Pakistan. Destination countries also derive
substantial benefits from the skills, professional experience and training
embodied in migrant workers. In the health sector, for example, the World
Health Organization (‘“WHO”) recognizes that international recruitment can
help destination countries address domestic workforce shortages but warns
that large-scale recruitment from countries already experiencing health-
worker shortages can weaken source-country health systems and widen in-
equalities.*!

The issue is therefore not simply how Pakistan can reduce brain drain,
but how the gains and costs of skilled migration should be distributed be-
tween source and destination countries. Pakistan should facilitate brain
circulation by creating mechanisms through which expatriates can transfer
skills, knowledge, professional networks, technology, and capital, while des-
tination countries should also contribute to the sustainability of the systems
that produce the human capital from which they benefit. The WHO’s 2026
revision of its Global Code of Practice explicitly encourages destination
countries that rely on internationally recruited health personnel to pursue
co-investment with source countries and calls for international recruitment
to generate proportional benefits for both sides.*

Thus, a more equitable migration-development framework requires not
only Pakistani policies that retain and mobilize expatriate skills, but also
ethical recruitment, fair treatment of migrant professionals, bilateral co-op-
eration and investment by receiving countries in the education, training and
health systems of source countries.*

12. Pakistan’s Low-Skilled Migration Model

Pakistan’s migration pattern to GCC countries has been heavily concen-
trated in low-skilled and semi-skilled occupations. This model generates
substantial remittance flows but has limited potential for long-term struc-
tural transformation when migrants have restricted opportunities for skill
development, occupational mobility and productive investment. The ILO’s
research on Pakistan-GCC migration emphasizes that the relationship be-
tween labour demand, skills and recruitment is central to understanding this
migration corridor and notes the need for a fairer distribution of the profits
generated by migration.*

However, this pattern cannot be understood solely as a weakness in Pak-
istan’s human-capital and migration policies. It is also connected to the de-
mand for relatively inexpensive and flexible migrant labour in GCC econo-
mies. The ILO documents that low-skilled Pakistani workers are particularly
vulnerable during recruitment and employment, including through excessive
recruitment fees, contract substitution and the payment of wages lower than
those originally promised.*

India provides a contrasting example of a migration model with a stron-
ger skilled component, particularly in information technology and profes-
sional services, through which migration can generate not only remittances
but also knowledge, professional networks and investment opportunities.
Bangladesh has likewise developed institutional mechanisms for pre-depar-
ture training and skill development through the Bureau of Manpower, Em-
ployment and Training, alongside measures to encourage formal remittance
transfers and investment by overseas workers.*

Pakistan therefore faces a dual challenge: improving the skills and bar-
gaining capacity of workers before departure while also addressing the con-
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ditions under which those workers are recruited and employed in destination
countries. The objective should not simply be to send more skilled workers
abroad, but to promote skill development, ethical recruitment, recognition
of qualifications, portability of skills, and meaningful reintegration after re-
turn. At the same time, receiving countries have a responsibility to ensure
fair recruitment, decent wages, effective wage protection, and equal treat-
ment, particularly for workers in low-skilled occupations.*’ Pakistan should
draw lessons from other countries such as Morocco and the Philippines,
which have established more holistic migration-development frameworks.*

13. Policy Recommendations

Pakistan should move beyond a ‘labour export and remittances’ model to-
wards a migration-development framework based on skills, decent work,
protection, investment, knowledge transfer, and reintegration. This requires
stronger financial literacy and investment opportunities, pre-departure vo-
cational and language training, awareness of contracts and workers’ rights,
skills recognition, and effective return and reintegration programmes, with
particular attention to women in migrant households. However, the develop-
mental and ethical challenges of migration cannot be addressed by Pakistan
alone. GCC receiving countries also benefit substantially from migrant la-
bour and should ensure fair recruitment, timely and adequate wages, equal
treatment, effective social protection and access to justice, particularly for
low-skilled workers. A fair Pakistan-GCC migration partnership should
therefore address recruitment costs, wage protection, skills recognition,
social protection, training and reintegration, while encouraging destination
countries to share responsibility for the human and economic costs of the
labour from which they benefit. The ultimate objective should not be more
migration for more remittances, but better migration for sustainable and
equitable development, in which the benefits of migrant labour are distrib-
uted more fairly among workers, their families, and Pakistan and receiving
economies.

Dr. Muhammad Aslam is a Pakistani historian and political scientist spe-
cializing in labour migration, Middle Eastern studies, South Asian politics,
and international relations. He earned his Ph.D. in World History and Mid-
dle East Studies from Northwest University and is currently a Postdoctoral
Fellow at the University of Bern. His research focuses on labour migration
from Pakistan to GCC countries, sustainable development, and geopolitical
issues related to South Asia and the Middle East. Dr. Aslam also teaches at
the Virtual University of Pakistan.

ISBN: 978-82-8348-320-8.

TOAEP-PURL: https://www.toaep.org/pbs-pdf/213-aslam/.

LTD-PURL: https://www.legal-tools.org/doc/oki08ak6/.

Date of publication: 22 September 2026.

47 ILO, “Labour Migration in the Arab States” (available on its web site).

4 In an effort to channel the remittances as a sustainable source of investment capital,

Morocco has been trying to offer opportunities to invest in enterprises and real estate.
It has created investment products that are geared towards migrants and deepened
collaboration between banks and migrant associations. In addition, Morocco has put
in place mechanisms to ensure diaspora involvement and created reintegration pro-
grammes that include the training of entrepreneur’s reintegration and financial educa-
tion for returnees.

The Philippines provides an even more comprehensive migration-governance
model. Its institutions co-ordinate: pre-departure training, worker protection, legal
assistance, reintegration, financial literacy, and investment programmes. The Balik-
Pinas, Balik-Hanapbuhay and Enterprise Development and Loan Program provide
support to returning Overseas Filipino Workers, including business grants and loans.

Torkel Opsahl
Academic EPublisher

TOAEP

Torkel Opsahl Academic EPublisher (TOAEP)

Via San Gallo 135r, 50129 Florence, European Union
URL: www.toaep.org

TOAEP reserves all rights to this publication in accordance with its copyright and licence policy at https://toaep.org/copyright!. Inquiries may be
addressed to info@toaep.org. TOAEP's responsible Editor-in-Chief is Morten Bergsmo. You find all published issues in the Policy Brief Series
at https:/lwww.toaep.org/pbs. TOAEP (with its entire catalogue of publications) has been a digital public good since its foundations.


https://www.toaep.org/pbs-pdf/213-aslam/
https://www.legal-tools.org/doc/oki08ak6/

	1.	Challenges in Pakistan’s Labour Migration: Exploitation and Brain Drain
	2.	Remittances Matter, But Remittance Volume is Not the Same as Development
	3.	Why Remittances Are Frequently Used for Consumption
	3.1.	Immediate Household Needs
	3.2.	Lack of Attractive Investment Opportunities

	4.	Inflation, Economic Insecurity and the Unequal Distribution of Migration Gains
	5.	Political Instability, Governance and Investor Confidence
	6.	The Problem of Short-Term Remittance Policy
	7.	Social Expectations and Non-Productive Expenditure
	8.	Gender and the Management of Remittances
	9.	Financial Illiteracy as a Development Barrier
	10.	Institutional Fragmentation
	11.	Labour Migration and Human Capital: Development Gain or Brain Drain?
	12.	Pakistan’s Low-Skilled Migration Model
	13.	Policy Recommendations

