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Abstract. Remittances all over the world play significant role in improving the standard of living of the people in
general. Broadly it is difficult to analyze all the characteristics of life standards and, usually researcher look at the
educational or health indicators, which are the major concerns of every household. In this study, we also explored
the effect of international remittances on educational and health indicators for selected South Asian countries.
Our findings show that remittances play a vital role in enhancing health attainment for instance, escalating life
expectancy, slashing infant mortality and fertility rate. The Two-Stage Least Square (2SLS) technique has been
applied. Upshots of our study suggest that flow of remittances is one of the significant sources for economic
development. It is viewed that high migration rate effect only health variables but a little improvement has been
observed for educational attainment in South Asian region.
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1 Introduction

It is observed that over 200 million people in the
world are currently living in a country in which they
were not born, a number that is becoming larger with
passage of time (Schiantarelli, 2005). These aliens send
money to their home countries, known as Foreign Re-
mittances. For most developing countries, a remittance
becomes second largest sources of foreign income after
Foreign Direct Investment (FDI) (Schiantarelli, 2005). In
this situation, some factors have a special importance in
a particular community. They are not important source
of valuable foreign exchange for the developing coun-
tries, but are also a source of poverty reduction and im-
provement of Physical Quality of Life Index (PQLI) and
Human Development Index (HDI).

One stream of well-being they lift the liquidity con-
straints in to their own community. This is one of the
biggest sources which used for health and educational
purposes. Remittances really effect to reduce poverty
levels, impel educational attainment and subsidize to
improve health indicators to great extent (Calero et al.,
2009; Gupta et al., 2007; Jongwanich, 2007; Stark et al.,
1988; Taylor and Wyatt, 1996). Therefore, it is said
that Inflow of remittances reduce the poverty by in-
spiring the income of the recipient country, removing
credit constraints, enhancing investment in education,
escalating human development by spending more in-

come on better health services. In the same context,
Duryea et al. (2005) identified that remittances may also
use to facilitate housing infrastructure. These physi-
cal environment improvements in which families live
are thought to contribute toward rebates in infant mor-
tality and fertility rates. Amuedo-Dorantes and Pozo
(2011) found that families who spend more remittances
to cover their medical expenses have better health facil-
ities than those who do not.

Despite the growing interest in this area, the exist-
ing literature is still limited in South Asian countries.
Yet, most existing studies focused on Latin American
countries and also hidden the education and health in-
dicators issues. In short, all time focus on economic
consequences of using remittances and paid very less
attention to this area. In general, these ideas have been
mostly supported by empirical evidence on migrant-
sending countries. In this context, we use the South
Asian regions in our study to explore the influence or
use of remittances on human indicators.

The basic purpose of the paper is to study the im-
pact of remittances on development indicators (edu-
cation and health) for selected South Asian countries.
This study tries to explore whether remittances is a
strong instrument influencing and improving educa-
tion and health indicators or not. Further, how remit-
tances in different countries are used for different pur-
poses and underlying reasons behind them.
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1.1 Remittances to South Asia: An
Overview

Migrants have become directly and substantively
involved in different economic and social activities
in their countries. Migration of South Asians to the
whole world for work purpose is not a recent phe-
nomenon; Asian migrants have been going around the
world for more than three decades. Workers remit-
tances to under-developed countries have experienced
a sensational increase in the last few decades. Accord-
ing to the Schiantarelli (2005), in 1990 remittances to
low and middle income countries amounted to about
US$30 billion. It is predicted that after fifteen years
this amount would reach approximately up to US$170
billion, i.e. $10 billion increase every year for the next
fourteen/fifteen years.

There is a long history of labor migration from
South Asia to various parts of the world. Today Asians
workers are operating their working duties brightly
overall the World, especially in UAE, Europe and USA
etc. Because these labor markets have low size of pop-
ulation, these nations have great possibility to appeal
labor force from numerous sides of the world. Due to
the easy migration to the labor market of these coun-
tries, majority of Asians skilled and unskilled force per-
form their duties in these countries. $63.82 billions
India is the highest among South Asian who receive
remittances whereas Bangladesh is lowest $15.8 bil-
lions. Pakistan is 8th largest among South Asian re-
gions who receive remittances i.e. $20.1 billion. In the
decade of 1980, tremendous increase by remittances to
Bangladesh, India and Sri Lanka region but interna-
tional remittance has increased for Nepal over the last
decade. In case of Pakistan, first one and half decades
remittance continue to decline and again growing sig-
nificant instrument after 2000. Figure 1 illustrates this
trend.

2 Literature Review

Limited studies discussed the issue of influence
of remittances on education and health outcomes for
South Asian regions; therefore this study is conducted
for the purpose to address this issue particularly. Re-
searchers viewed that there is increased trend of migra-
tion or remittances sent by migrant to or from South
Asian countries, but limited work has been found
on human development in the context of remittances.
However, educational and health position of children
that belonging to migrant households. Recent empir-
ical studies highlight the linkage between education
and health outcomes due to remittances and however,
these results are not captured due to the lack of accu-
rate data in South Asian regions, and most of the work
is yet not completed.

In our study, effects of remittances on education
and health have been examined. We obtained the data
of remittances on household level and discussed the
patterns of remittances. While related studies concen-
trate on macro effects in recipient countries including
life expectancy, infant mortality rate and fertility rate.
In this section, we present only education and health
indicators development literature through remittances
in various regions but there is enough literature avail-
able on this issue internationally. Therefore we discuss
briefly different literature cited for developed and de-
veloping countries in this study.

Large number of studies has shown that there is an
upsurge of average year of schooling of family mem-
bers due to the overcome the liquidity constraints. Re-
mittances are also lifting the budget constraint of fami-
lies in latest era that also might raise the expenditure of
human capital. New research agenda on remittances
and year of education has emphasized the budding
performance in developing countries. For instance,
Yang (2005) found many children year of schooling in
families whose migrants receive larger external finance
in Philippines. Dhungana and Pandit (2014) found
same result for Nepal; CÃ3rdova et al. (2004) found
same kind of results for Mexico communities in his
study.

In case of Haiti, Amuedo-Dorantes and Pozo (2006)
tested the hypothesis that remittances raise educational
attainment. They found that migrant income affect
negatively with household members due to failure of
the children enrollment in the school. However, mi-
grant income starts to inflow; they raise the school en-
rolment and attendance with passage of time. Espe-
cially, girls enrolment and attendance appears to be
raised from the external finance and secondary school
enrolments grow more by the family. Remittances have
a significant contribution to educational variables as re-
mittances add emphatically to the attendance, school
enrolment and years of schooling.

Dustmann and Glitz (2011) defined the remittances
function in these words; they lift the liquidity con-
straints, enhances investments in human capital of de-
veloping countries, students in under-developed na-
tions are often expected to pay for their books, trans-
port, uniforms, food and sometimes even teacher
salaries pay from this source. Furthermore, attending
school imposes additional costs on the family through
with reductions in income or family production by the
attendee. See also Elbadawy et al. (2009); Wahba (1996)
for Egypt; Jensen and Nielsen (1997) for Zambia; Ilahi
(2001) for Peru; Kabki et al. (2003) for West Africa;
McKenzie and Rapoport (2006) for Mexico, Acosta et al.
(2007) for Latin American countries and Calero et al.
(2009) for Ecuador; which provide an extensive discus-
sion on the role of lifting of liquidity constraints. Simi-
larly, Córdova (2006) found positive effect of migration
on educational attainment for children in poor families.
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Table 1: Top 10 Remittance-Receiving Countries, 2015

No Country Remittances ($US billions)

1 India 72.2

2 China 63.9

3 Philippines 29.9

4 Mexico 25.7

5 France 24.6

6 Nigeria 20.8

7 Egypt 20.4

8 Pakistan 20.1

9 Germany 17.5

10 Bangladesh 15.8

Source: Migration and Remittances Fact book, Development
Prospects Group, World Bank (2016)
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Figure 1: Remittance (% of GDP) Inflows by Region (1990 2015)Source: World Bank (2016)

In addition, Taylor and Wyatt (1996) viewed that remit-
tances increase the volume of family resources and also
increase the maximum years of schooling.

The second part of the literature emphasizes the
health indicator improvement through a migrant in-
come. Child health is relatively imperative for the pros-
perity of community and regulates development of hu-
man capital. Starting from Grossman (1972) produc-
tion model, remittances help to impel child health out-
come by the means of purchases of children health care
and feed, while migration phenomenon might have
significant positive affect child health first through the

smaller amount of time spent by parents with their chil-
dren and this concentration impel with passage of time.

Acosta et al. (2007) analyze the contribution of re-
mittances to Latin America and used a set of health
variables in their study. They included, height and
weight-for-age of children aged 0 to 1 years and chil-
dren aged 2 to 5 years. They observed that children
aged 0-5 year have been vaccinated. In a nutshell,
their analysis shows that children in recipient fami-
lies enjoy better health facilities. Amuedo-Dorantes
and Pozo (2011) analyzed the link between remittances
and health care expenses. Furthermore, remittances
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increase health care expenditures and the level of ex-
penditures undertaken. In short, a remittance is a
statically significant determinant of health care expen-
ditures, when compared to alternative sources of in-
come. Zhunio et al. (2012) predicted the Mexico soci-
eties, found that a 1% rise in remittances per capita re-
duced infant mortality rate by 0.15% and improved life
expectancy by 0.03%.

McKenzie and Rapoport (2006) pointed out that mi-
gration improves children health outcomes, increasing
birth weights and lowering infant mortality, where lots
of improvement say, in health variables (infant mortal-
ity and birth weights) through a remittance. In addi-
tion, it is shown that two further impacts on health;
(1) high opportunity cost of time and (2) receive some
forms of health inputs. Evidence for this effect is seen
in children in migrant households receiving their good
feed and full dose of vaccines. A more significant pos-
itive influence is observed in terms of parental health
knowledge. Mothers in migrant families are found to
be a have advanced levels of health information and
similarly, knowledge spillovers in non-migrant house-
holds mothers.

Hildebrandt and McKenzie (2005) found positive
evidence of migration on health outcomes due to re-
mittances increases which show an increase in birth
weights and reductions in infant and mortality. Chil-
dren health is highly correlated with the mother knowl-
edge about health. The paper also provides routes
through which these networks affect child health, and
it is also revealed that the migration trails can conse-
quence in mounting health information.

This health knowledge enhances the health out-
comes through different channels. They find the com-
parative advantage of the children of migrants and
non-migrants, children of migrants household are more
fed, and fully vaccinated and taken to a Physician in
early year of life. In a nutshell, the overall litera-
ture gives the evidence that remittances seem to im-
prove health and educational in particular and improve
standard of living of migrants in general. Similarly,
Ratha (2013) argues that remittances could play a cru-
cial role as a powerful antipoverty force because they
tend to raise the incomes of households in the devel-
oping world. In short, remittance may affect health
through different channels.

3 Methodology

3.1 Description of Data and Sources

The data for our empirical model include 5 coun-
tries for 26 years data from 1990 to 2015. Our empiri-
cal model includes one educational indicator and three
health indicators as dependent variables. For educa-
tion, we use 1) average year schooling. For health, we

use 1) Fertility Rate (number of children that would be
born to each woman), 2) Infant Mortality (death rate
during the first year of life) and 3) Life Expectancy at
Birth.

For consistency, data on education and health de-
pendent variables are obtained from World Develop-
ment Indicators (WDI) but educational variable is pro-
vided by Barro and Lee; independent variables (Educa-
tion and Health Spending, Physicians, GDP per capita,
Unemployment Rate, Rural Population) were obtained
using the World Banks World Development Indicators
and remaining instrumental variable obtained from
World Development Indicators. Table 2 shows the com-
plete list of variables along with their definitions and
summary statistics. The complete list of countries used
in the analysis is shown in the Appendix.

For each of the dependent variables to be esti-
mated, we include a common set of explanatory and
control variables. These includes 1) Remittances (%
GDP), 2) Net Outward Migration, 3) GDP per capita
(in 2010 $US), 4) Unemployment Rate, 5) Rural Popu-
lation and 6) Infant Mortality Rate (for the education
estimates). Further, we include educational and health
specific determinants for each respective variable, in-
cluding 1) Public Education Expenditures (% of GDP),
2) Public Health Expenditures (% of GDP), and 3) Num-
ber of Physicians (per 1000 population). For all esti-
mations, we include yearly time variable to capture the
time trend not explained with country-specific factors.

Data on educational variable and number of Physi-
cians are available in irregular pattern. Therefore, in
order to make them continue for every year from 1990
to 2015, we extrapolate them using Stata 14 software.

3.2 Model and Methodology

This chapter builds up an econometrics framework
and informed about suitable methodology. In first part,
we describe few applications of the random effect (RE),
unobservable individual effect, unobservable time ef-
fect and idiosyncratic term in model. This study first
uses the Random Effect approach. Similarly, alternative
test is Fixed Effect which is based on two main assump-
tions. First, the intercept is permitted to vary from in-
dividual (country) to individual (country) but constant
over time. Second, the slope parameters are assumed
to be invariable in both dimension (unobservable in-
dividual (µi) and time dimensions ((t). Same as, Ran-
dom Effect which is based on two main assumptions
slope and intercept are fixed in both unobservable indi-
vidual and time dimensions and reminder disturbance
stochastic with εit IID (0,σ2

ε). Another assumption of
the Fixed effect model, unobservable individual is the
time-invariant but other macro variables are time vari-
ant variable.

The Hausman specification test justifies fixed effect
and random effect models (Hausman, 1978). If indi-
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Table 2: Definition and Descriptive Statistics

Variables Definition Mean Min Max S.D
Dependent variables
Year of schooling Education index 4.44 2 8.63 1.88
Life Expectancy Number of years from birth if prevailing patterns

of mortality remain constant
65.65 54.19 74.93 74.93

Infant Mortality Number of infants dying before reaching one year
of age, per 1,000 live births

55.28 7.46 106.1 28.31

Fertility Rate Number of children born to a mother if she lives to
the end of her childbearing years

3.32 2.01 6.04 1.02

Independent variable
Real Remittances Remittances (% of GDP). 6.27 0.73 31.75 5.93
Public Education Spending Spending on education (% of GDP). 2.73 1.42 5.34 0.79
Health Spending Spending on Health (% of GDP). 3.86 2.14 6.72 1.15
Number of Physicians Physicians (per 1,000 people). 0.46 0.04 1.26 0.25
GDP per capita GDP per capita (constant 2010 US$). 1026.4 357.35 3637.53 703.46
Unemployment Rate Unemployment, total (% of total labor force). 5.22 1.4 14.7 2.62
Rural Population Rural population (% of total population). 75.74 61.24 91.14 7.77

vidual effects are uncorrelated with the other explana-
tory variables (Ho is accepted), a fixed effect model pro-
duces biased estimators, violating one of the Gauss-
Markov assumptions; so otherwise a random effect
model is preferred. When the panel data is balanced,
because the same time periods are available for all cross
section units; expect fixed effects to work well. Or else,
the random effect estimator will be more appropriate
(Wooldridge, 2010). Here we will not use the Fixed ef-
fect model because there is some problem in the vari-
able, some variable changes are sluggish movement,
such as, average year of schooling and life expectancy
etc. That is why, Fixed effect model as well as Hausman
test is not applicable in this model.

Similarly, A two-way error component model has
two group variables, one individual variable (µi) or
one time variables (λt). However, Serrasqueiro and
Nunes (2008) argued that developing countries differ
in terms of their political regimes, their colonial back-
ground, their geographical locations and climatic con-
ditions, their ideologies and religious affiliations etc.
these things captured in the forms of unobservable in-
dividual (µi). Secondly, it (λt) could account for strike
year effects that disorganize production and affect its
price, all of which could affect consumption behavior
(Baltagi, 2008).

According to our research question, we are inter-
ested to analyze the value of remittances on specific
health and education outcomes. For the purpose, we
use panel data approach for South Asian countries. The
econometric model for the study is specified as follows:

Outcomeit = α + β1 Rit + βxXit+ ui + λt + εit

Where Rit represents remittances received by coun-

try i in year t; Xit is the set of explanatory variables for
country i in year t including GDP per capita, rural pop-
ulation, public expenditures on education and health,
unemployment rate; uirepresents the regional dum-
mies of South Asia Regions (Bangladesh, India, Nepal,
Pakistan and Sri Lanka) introduced to control the ge-
ographic characteristics in the model; λtrepresents a
time trend variable and εit idiosyncratic error. One of
the primary issues seen in existing literature is poten-
tial endogeneity with respect to remittances. A com-
mon critique is that such studies capture correlations
between remittances and education and health vari-
ables rather than revealing a causal relationship be-
tween increased remittances and improved education
or health. To address this concern, we employ two
econometric models to estimate equation (1) we start
with a random effect GLS estimation with a balanced
panel data in order to maximize the use of available ob-
servations. Complete data is available for all selected
countries during the years 1990 to 2015. We also used
the random effects specification as it allows us to use
time invariant country level explanatory variables.

Similarly, they also have problem of endogeneity
in the random effect equation. However, we solve this
problem with the instrumental variables techniques.
The econometric model for the study is specified as fol-
lows:

Outcomeit

= α + βxXit+ Uit

Here Xithave a problem of endogeneity and clas-
sical assumption cov(Xit,Uit)=0 is dropped. Now this
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Table 3: Random Effects GLS Estimates of the Effects of Remittances on Education and Health

Education Indicator Health Indicator
Variables Average Year of schooling Life Expectancy Infant Mortality Fertility rate

(1) (2) (3) (4)
Real Remittances 0.0321*** 0.632*** 0.632*** 0.103***

(0.0122) (0.043) (0.043) (0.018)
Education expenditures -0.427***

(0.0733)
Health expenditures 0.364 0.364 0.474***

(0.315) (0.315) (0.133)
Physicians 11.31*** -11.31*** -2.771***

(1.970) (1.970) (0.830)
GDP per Capita 0.0027*** 0.0189*** 0.0189*** -0.0038***

(0.0002) (0.001) (0.001) (0.0004)
Unemployment rate -0.0580*** -0.093* -0.093* -0.045**

(0.0133) (0.053) (0.053) (0.022)
Rural population 0.0025 -0.248*** 0.248*** 0.076***

(0.0064) (0.059) (0.059) (0.024)
Infant mortality -0.046***

(0.003)
Constant 6.762*** 72.92*** 72.92*** 1.182

(0.832) (3.996) (3.996) (1.684)
Observations 125 125 125 125
Number of country 5 5 5 5
R2 0.90 0.81 0.84 0.89

Notes: Standard errors in parentheses. Significance of coefficients at the 10%, 5%, and 1% levels are shown by *, **, and ***, respec-
tively.

problem we solve with the two stage least squares (2sls)
method. So now, stage 1 equation, we regress Xit on the
zit. So, here Zitis an instrumental variable. That is the
good predictor of the Xit.

Xit

= a + bxzit + Vit

â = x̄it

- b̂x z̄it

x̄it = â

- b̂x z̄it

Now we move onto the stage 2. So,

Outcomeit

= α + βxXit+ Uit

Every solution has some cost. For the problem of
endogeneity, it is large problem we create little problem
then that will remove the large problem. So for that rea-
son, now we add and subtract x̄it in the equation that
will filter the endogeneity problem and provide the un-
biased estimator.

Outcomeit

= α + βx(x̄it+Xit-x̄it)+ Uit

Outcomeit

= α + βx x̄it+ βx (Xit -x̄it)+ Uit

Outcomeit

= α + βx x̄it+ βx (Xit -x̄it)+ Uit



Jinnah Business Review 77

Table 4: 2SLS Estimates of the Effects of Remittances (Instrumented) on Education and Health

Education Indicator Health Indicator
Variables Average Year of Schooling Life Expectancy Infant Mortality Fertility Rate

(1) (2) (3) (4)
Real Remittances 0.0656** 0.930*** -2.908*** -0.0949*

(0.0309) (0.174) (0.905) (0.0588)
GDP per Capita 0.0026*** 0.0200*** -0.088*** -0.0015**

(0.0002) (0.0020) (0.010) (0.0006)
Education expenditures -0.393***

(0.060)
Health expenditures 0.598 -5.736** -0.573**

(0.493) (2.558) (0.266)
Physicians -14.61*** 68.57*** 2.064**

(2.713) (14.07) (0.915)
Unemployment rate -0.0030 0.053 -2.227*** -0.0917***

(0.0134) (0.067) (0.350) (0.0228)
Rural population -0.0193*** -0.382*** 1.075** 0.0702**

(0.0060) (0.105) (0.547) (0.0355)
Infant mortality -0.0600***

(0.0037)
year -0.0619*** -0.046 -0.780* -0.127***

(0.0091) (0.082) (0.428) (0.027)
Constant 133.0*** 173.70 1,604* 257.0***

(18.46) (168.5) (874.3) (56.84)

Observations 125 125 125 125
Number of country 5 5 5 5
Wald Chi2 4029.66 1281.69 1074.65 278.12

Notes: Standard errors in parentheses. Significance of coefficients at the 10%, 5%, and 1% levels are shown by *, **, and ***, respec-
tively.

εit

= βx (Xit - x̄it)+ Uit

Outcomeit

= α + βx x̄it+ εit

Lastly, we use instrumental variables; two stage
least squares model with our controlled variable esti-
mation. This allows us to address the issues of endo-
genity; there are the three main causes, omitted vari-
able, measurement errors, simultaneity. We remove
omitted variable and simultaneity problem with proxy
variable and system of equation; but we employ the
2sls for all problems in panel model. For all of these
econometric problems, we can apply instrumental vari-
ables approach (2SLS) estimations because instrumen-
tal variables are used to remove correlations between

the independent variables and error term. This in-
strumental variable completely holds the instrumental
variables condition for instance; cov (z, u) = 0, cov (z,
x) 6=0. If both conditions are not problematic then in-
strumental variables is strong. When the instrumental
variables are weak, the 2SLS or IV estimators could be
inconsistent or have large standard errors.

4 Results and Discussion

Data on the selected region characteristics are pre-
sented in Table 2. Country-level estimates show that
the Nepal has the highest Remittance (21.66%), fol-
lowed by the Bangladesh (10.81%), Sri Lanka (8.32%)
and India and Pakistan has small number in the Figure
1. On the other hand, except Nepal and Bangladesh all
other countries show very less variation in education
and health spending in last two decades. Same as, to-
tal populations in South Asian countries grow continu-
ously with an increasing rate. Data on the summary
statistics for each of the dependent and independent
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are presented in Table 2.
Estimation results for one educational and three

health variables are provided in Tables 3 and 4. Table
3 presents the random effects GLS estimates, Table 4
presents the estimates from the 2SLS instrumental vari-
ables approach. Random effects GLS estimates have
some econometric problem in regression such as high
R2 and some variable are insignificant etc. For this rea-
son, we focused on the results from the 2SLS estimates
in Table 4. The results 2SLS are mostly as per expecta-
tions except educational dependent variable. Compar-
ing coefficients across the educational dependent vari-
able, the key variable remittance was found insignifi-
cant in study. With respect to the health indicators, a
remittance proves to be strong determinant for fertil-
ity rate, infant mortality rates and life expectancy vari-
ables.

We get unexpected results for the educational at-
tainment for children but results of the study against
the expectation. Reasons may be that; remittances are
more likely to have a greater effect on secondary educa-
tion, when there is greater tendency for older children
to leave school to work (Zhunio et al., 2012). We expect
that remittances are more likely to affect educational
outcomes for older children where opportunity costs
in terms of labor effort are higher. Further, our over-
all findings suggest that a higher level of remittances
escalate life expectancy and reduces fertility and infant
mortality rate.

As shown by the regression output in column 1 in
Table 4, GDP is positively correlated with a commu-
nity education attainment. GDP is significant at 1%
and remittance is significant 5%, respectively. On the
other hand, educational expenditure and rural popu-
lation, unemployment rate, infant mortality and time
trend variables are negatively correlated with educa-
tion at different levels but remittance is positive signif-
icant in educational model.

In column 2 results are the expected ones, remit-
tance, GDP are positively correlated with communi-
ties life expectancy and number of physicians and ruler
population are negative correlated with communities
life expectancy but public health expenditures, unem-
ployment rate and time effect is insignificant in case
South Asia region. In column 3 numbers of physicians
and ruler population are positively significant and re-
mittance and GDP, public health expenditures, num-
ber of physicians, and unemployment rate are nega-
tively significant at highly levels with communities in-
fant mortality. In this case there is rural population
variable is negative significant. Finally, it is also al-
luring to note that, the number of physicians and ru-
ral population are positively related to the fertility rate
but remittances, GDP, public health expenditures un-
employment rate and time trend coefficients are remain
negative and significant with communities fertility rate
at different levels.

Besides the important role of remittances in ex-
plaining education and health outcomes, higher GDP,
unemployment rate and rural population led to im-
proved educational index. Further, the regional vari-
ables and time trend all confirm to expectations. Same
as, higher remittances, GDP, health expenditures and
number of physicians infant mortality rate have a pos-
itively significant role in health determinants. In short,
our overall findings suggest that a higher level of remit-
tances have significant effect on education but increases
life expectancy and reduces infant mortality rates and
fertility rate.

5 Conclusion

Using a sample of South Asian countries, our anal-
ysis concludes that the results from regional studies on
the relationship between remittances and development
outcomes such as education and health are robust af-
ter controlling for economic characteristics (GDP per
capita, rural population, public expenditures on edu-
cation and health, Number of Physicians, unemploy-
ment rate) and time trends. For many countries, includ-
ing South Asia, remittances are among the most impor-
tant sources of external financing and this instrument
proves to be a strong correlated with development in-
dicators (Abbasi and Hashmi, 2000; Acosta et al., 2007;
Amuedo-Dorantes and Pozo, 2011; Frank and Hum-
mer, 2002; Lu and Treiman, 2007). A higher level of real
remittances is correlated with life expectancy, lower in-
fant mortality and lower fertility but insignificant with
education.

In our region, there are limited studies that high-
light the role of remittances on the education and health
outcomes. Migrant income has grown swiftly in cur-
rent years and remittances have showed a stable ad-
ditional source of external finance. According to the
literature, the consequence of remittances on educa-
tion is also ambiguous. Therefore, children who live in
remittance-receiving households complete more years
of education than other children but in case of South
Asian regions remittances no importance has been ob-
served for average year of schooling. Similarly, this in-
struments improved health status particularly Life Ex-
pectancy, Infant mortality and Fertility rate of the fam-
ily members.
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