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Abstract: This paper examines how remittance flows influence human capital investment and 

poverty reduction through a microeconomic comparison of South Asian labour migration and intra-

African regional migration. Based on public data sources and case-based evidence, it compares two 

migration patterns: labour migration from South Asia to external labour markets, especially Gulf 

countries, and regional migration within West Africa. The analysis shows that remittances can 

improve household welfare through direct income support, consumption smoothing, and reduced 

vulnerability to shocks. They may also support longer-term poverty reduction when used for 

education, health care, nutrition, and skills formation. However, the effects of remittances are 

conditional rather than automatic. In the South Asian case, larger and more regular transfers may 

support planned human capital investment, but high recruitment costs, migration debt, and contract 

risks can reduce net benefits. In the African case, smaller and less predictable transfers are often 

more important for household resilience and short-term risk coping. The paper concludes that the 

poverty-reducing role of remittances depends on migration costs, income stability, financial access, 

and intra-household allocation decisions. 
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1. Introduction 

International labour mobility and regional migration have become important 

livelihood strategies for many households in developing economies [1]. As migrant 

workers send part of their earnings back to their families, remittances can become a 

significant component of household income, especially where local employment 

opportunities are limited and access to formal credit is weak [2]. For low-income 

households, remittances may help smooth consumption, pay for food and housing, meet 

health expenses, and reduce vulnerability to temporary shocks. Beyond these immediate 

effects, remittances may also influence longer-term household decisions, particularly 

investment in education, health, and skills [3]. These forms of human capital investment 

are important because they may affect whether remittance income only improves short-

term welfare or also contributes to a more durable reduction in poverty. 

This paper focuses on two migration contexts: South Asian labour migration and 

intra-African regional migration. Both are closely connected to household welfare, but 

they differ in several important ways. South Asian labour migration is often associated 

with overseas contract work, particularly in Gulf countries and other external labour 

markets [4]. It may generate relatively large and regular remittance flows, but it is also 

often linked to high migration costs, recruitment fees, debt repayment, and long periods 
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of family separation [5]. In contrast, intra-African regional migration is frequently more 

circular, informal, and geographically closer. Remittances in this context may be smaller 

and less regular, but they can still play an important role in supporting food security, 

school expenses, health care, and household resilience [6]. These differences make the two 

cases useful for a microeconomic comparison of how remittances operate within 

household decision-making. 

Existing studies have shown that remittances are associated with poverty reduction 

and welfare improvement in many developing countries [7]. However, much of the 

discussion focuses on macroeconomic outcomes, such as aggregate remittance inflows, 

foreign exchange earnings, or national poverty indicators. These perspectives are useful, 

but they may overlook how remittances affect household-level choices. A household does 

not simply receive remittances as an abstract income transfer; it allocates them across 

consumption, debt repayment, savings, education, health, and other needs. Therefore, the 

poverty effect of remittances depends not only on the amount received, but also on the 

timing, reliability, cost of migration, household composition, and the decision-making 

power of family members. 

The central question of this paper is how remittance flows affect poverty through 

human capital investment at the household level. More specifically, it asks three related 

questions. First, how do remittances influence the poverty status and welfare of migrant-

sending households? Second, under what conditions are remittances used to support 

education, health, and skills formation? Third, why might the poverty-reduction effects 

of remittances differ between South Asian labour migration and intra-African regional 

migration? The paper does not assume that remittances automatically lead to long-term 

poverty reduction. Instead, it treats remittances as a household resource whose effects 

depend on the constraints and opportunities faced by migrant families. 

Methodologically, the paper adopts a comparative analytical approach based on 

public data sources and case-based evidence. Public datasets and reports are used to 

describe broad patterns of remittance flows, household welfare, human capital indicators, 

and financial access. Case analysis is then used to examine how migration systems shape 

household-level outcomes in South Asia and Africa. The paper argues that remittances 

can contribute to poverty reduction through both direct income support and indirect 

human capital channels, but these effects are conditional. They are shaped by migration 

costs, remittance regularity, labour-market conditions, access to financial services, and 

intra-household allocation decisions. 

2. Literature Review and Theoretical Framework 

2.1. Remittances and Poverty Reduction 

Remittances are commonly viewed as an important source of household income in 

migrant-sending communities [8]. At the household level, they can reduce poverty by 

increasing disposable income and helping families meet basic needs. For low-income 

households, even modest and regular transfers may support food, rent, utilities, clothing, 

transport, and health expenses. In this sense, remittances can reduce poverty intensity by 

improving daily living conditions, even if they do not permanently move households 

above the poverty line. 

A key function of remittances is consumption smoothing. Poor households often face 

unstable income, seasonal employment, agricultural shocks, illness, or unemployment [9]. 

When local income declines, remittances can provide alternative support and reduce the 

need to sell assets, withdraw children from school, or borrow from informal lenders. 

However, this effect depends on the size, frequency, and reliability of transfers, as well as 

on migration costs incurred before remittances are received. 

2.2. Remittances and Human Capital Investment 

Beyond short-term consumption, remittances may influence human capital 

investment. Human capital includes capabilities that improve future welfare and earning 

potential, such as education, health, nutrition, and skills. By relaxing household budget 
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constraints, remittances may help families pay school fees, buy books and uniforms, 

improve nutrition, access medical care, or support vocational training [10]. These 

investments are especially important where credit markets are weak and poor households 

cannot easily finance long-term needs. 

The human capital channel links remittances to longer-term poverty reduction. If 

remittances are used only for immediate consumption, their effect may remain temporary. 

If they help children remain in school, improve health outcomes, or acquire skills, they 

may support intergenerational mobility. However, this channel is not automatic [11]. 

Migration may also create family separation, reduce parental supervision, or increase care 

responsibilities for women and older children [12]. Therefore, the relationship between 

remittances and human capital depends on household structure, gender roles, and 

migrant income stability. 

2.3. Microeconomic Mechanisms 

This paper uses a household decision-making framework to explain the relationship 

between remittances, human capital investment, and poverty. A household allocates 

limited resources among consumption, savings, debt repayment, education, health, and 

other needs [13]. When remittances enter the household budget, they may change these 

decisions by increasing available income and reducing financial pressure [14]. 

Several mechanisms are relevant. First, the income effect suggests that remittances 

raise total household resources, allowing families to consume and invest more. Second, 

the liquidity-constraint effect is important for poor households with limited access to 

formal credit, as remittances may finance education or health expenses that would 

otherwise be delayed. Third, the risk-sharing effect means that migration diversifies 

income sources and reduces dependence on local labour markets or agriculture. Fourth, 

the opportunity-cost effect should be considered, because migration may reduce 

household labour and care support at home. Finally, intra-household decision-making 

matters because the person controlling remittances may influence whether funds are 

spent on consumption, debt, savings, education, or health [15]. 

2.4. Comparative Analytical Framework 

The comparison between South Asian labour migration and intra-African regional 

migration is organized around several dimensions. First, South Asian labour migration 

may generate larger and more regular transfers, while intra-African regional migration 

may involve smaller but more flexible remittances. Second, overseas labour migration 

often involves recruitment fees, travel costs, and debt, whereas regional migration may 

have lower entry costs but more informal and unstable employment. 

The comparison also considers remittance channels, household use of transfers, 

poverty vulnerability, and intra-household bargaining. Formal banking and digital 

services may improve transfer security, while informal channels remain important where 

financial access is limited. Household outcomes also depend on whether remittances are 

used for consumption, debt repayment, education, health, savings, or productive 

activities. These dimensions provide the basis for comparing how remittances may 

produce different poverty and human capital outcomes across the two migration contexts. 

Figure 1 presents the microeconomic mechanism through which remittance flows 

may affect poverty outcomes. Remittances first enter the household budget and relax 

income and liquidity constraints. Their effect then depends on how households allocate 

these resources across consumption, debt repayment, savings, education, health, and 

skills formation. 
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Figure 1. Microeconomic Mechanism Linking Remittances, Human Capital Investment, and 

Poverty Reduction. 

3. Public Data Sources and Research Design 

3.1. Public Data Sources 

This paper does not conduct an original survey or field experiment. Instead, it uses 

public secondary data and existing survey evidence to examine how remittance flows 

operate through household-level mechanisms in two migration contexts. 

The World Bank / KNOMAD remittance database is used to describe remittance 

inflows, remittances as a share of GDP, regional trends, and differences between South 

Asian and African economies. The World Bank Bilateral Remittance Matrix helps compare 

specific corridors, such as Bangladesh or Nepal with Gulf countries, and African corridors 

involving Ghana, Nigeria, and Côte d’Ivoire. 

Household-level evidence is drawn from the World Bank Living Standards 

Measurement Study and LSMS-ISA, which provide data on income, consumption, 

education, health, employment, assets, and poverty conditions. UNICEF Multiple 

Indicator Cluster Surveys supplement the analysis of children’s schooling, nutrition, 

health access, and household welfare. 

The World Bank Global Findex database is used to examine financial accounts, digital 

payments, savings, borrowing, and formal financial services. These indicators help assess 

whether households can receive remittances safely and regularly. Migration-related data 

from IOM DTM or the Migration Data Portal provide background information on 

migration routes, migrant profiles, regional mobility, and displacement-related 

movements. 

Together, these datasets cover aggregate remittance patterns, household welfare, 

human capital investment, financial access, and migration context. Table 1 summarizes 

the main public data sources and their corresponding indicators. 

Table 1. Public Data Sources and Key Indicators for the Comparative Analysis 

Data source Main use in this paper Relevant indicators 

World Bank / KNOMAD 

Remittance Data 

Regional remittance 

background 

Remittance inflows, 

remittances/GDP, trends 

Bilateral Remittance Matrix 
Migration corridor 

comparison 

Source-destination remittance 

flows 

LSMS / LSMS-ISA 
Household-level 

welfare analysis 

Income, consumption, education, 

health, assets 
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UNICEF MICS 
Human capital 

indicators 
Schooling, child health, nutrition 

Global Findex Financial access context 
Accounts, digital payments, formal 

financial use 

IOM DTM / Migration Data 

Portal 
Migration context 

Routes, migrant profiles, regional 

mobility 

3.2. Variable Design 

The comparative analysis is organized around four groups of variables. The first 

group includes remittance-related variables, such as whether a household receives 

remittances, the amount received, transfer frequency, remittance origin, and whether 

transfers use formal or informal channels. These variables describe the scale and reliability 

of remittance income. 

The second group concerns human capital investment. Relevant indicators include 

school enrolment, education expenditure, dropout risk, health expenditure, nutritional 

status, and spending on vocational or skills training. These variables help assess whether 

remittances support only immediate consumption or also longer-term welfare. 

The third group includes poverty and household welfare variables, such as 

household consumption, food expenditure share, poverty status, asset ownership, debt 

level, and the ability to cope with income shocks. These indicators capture both living 

standards and vulnerability. 

The fourth group includes control variables, such as household size, gender of 

household head, rural or urban location, adult education level, employment structure, 

land or asset ownership, and access to financial accounts. These controls are necessary 

because remittance effects may differ across household types. 

3.3. Research Method 

This paper uses three complementary methods. First, descriptive comparison 

summarizes differences in remittance patterns, migration costs, transfer channels, and 

household uses of remittances in the two regions. Second, mechanism analysis explains 

how remittances may affect poverty through income support, liquidity relief, risk sharing, 

and human capital investment. Third, case analysis compares one South Asian labour 

migration case and one intra-African regional migration case. 

The South Asian case may focus on labour migration from Nepal or Bangladesh to 

Gulf countries, where remittances are often larger and more regular but may involve 

recruitment costs and debt repayment. The African case may focus on West African 

regional migration involving Ghana, Nigeria, or Côte d’Ivoire, where remittances may be 

smaller and more informal but important for consumption smoothing and household 

resilience. 

This design does not provide a definitive causal estimate. Instead, it uses public data 

and case-based comparison to clarify the microeconomic channels through which 

remittances may influence human capital investment and poverty outcomes. 

4. Case One: South Asian Labour Migration, Remittances, and Household Human 

Capital Investment 

4.1. Case Selection 

This section uses labour migration from Nepal or Bangladesh to Gulf countries as the 

South Asian case. This case is suitable because it represents a common pattern of South 

Asian overseas labour migration, in which workers move through contract-based 

employment to destination countries with higher labour demand. Such migration is often 

household-based in its economic logic: families may finance migration costs, expect 

regular remittances, and allocate the income across consumption, debt repayment, 

education, health, and housing. Compared with short-distance regional migration, this 

form of migration usually involves higher upfront costs and longer physical separation, 

but it may also generate larger and more regular remittance flows. 
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4.2. Remittance Mechanism 

In the South Asian case, remittances often become a central part of the household 

budget. Migrants working abroad may send money monthly or periodically, allowing 

families to plan expenditures more predictably than households that depend only on local 

casual labour or seasonal agriculture. This relative regularity matters because human 

capital investment usually requires repeated payments, such as school fees, books, 

uniforms, transport, tutoring, medical visits, and nutrition-related spending. 

However, the net effect of remittances depends on the cost of migration. Many 

households may borrow money to pay recruitment fees, travel expenses, visa-related costs, 

or intermediary charges. As a result, early remittance inflows may be used primarily for 

debt repayment rather than immediate welfare improvement. Once debt pressure 

declines, households may have more flexibility to allocate remittances toward education, 

health, housing improvement, or savings. Table 2 summarizes the main channels through 

which South Asian labour migration may affect household welfare. 

Table 2. Remittance Channels in the South Asian Labour Migration Case 

Channel Household-level effect 

Regular income transfer Supports food, housing, education, and health expenses 

Debt repayment Reduces migration-related financial obligations over time 

Education spending Helps pay school fees, books, uniforms, and transport 

Health and nutrition Improves access to medical care and basic nutrition 

Housing and assets 
Supports home improvement and household asset 

accumulation 

Risk buffer Reduces vulnerability to local income shocks 

4.3. Human Capital Investment Pathway 

The main human capital pathway in this case is education. When remittances 

increase available household income, families may be more able to keep children in school 

and reduce reliance on child labour or early labour-market entry. Remittances can also 

support education quality by financing private tutoring, examination fees, school 

materials, or transport to better schools. These effects are especially relevant in poor 

households where education spending may otherwise be delayed or sacrificed during 

income shocks. 

Health is another important pathway. Remittances may help households pay for 

medical treatment, preventive care, maternal health services, or improved nutrition. 

Better health can indirectly support education by reducing school absenteeism and 

improving children’s learning capacity. In some households, remittances may also 

support vocational training or further education for younger family members, although 

this depends on the size and stability of transfers. 

4.4. Poverty Effects and Limitations 

South Asian labour migration can reduce poverty through both direct and indirect 

channels. Directly, remittances raise household income and improve consumption. 

Indirectly, they may support education, health, and skills, which can improve future 

earning potential. Nevertheless, this effect is conditional rather than automatic. High 

recruitment costs, debt repayment, contract uncertainty, wage delays, and workplace 

risks can reduce the net benefit of migration. Family separation may also affect childcare, 

emotional well-being, and household labour allocation. 

Therefore, the South Asian case shows that remittances can support human capital 

investment when transfers are sufficiently regular and when migration debt is 

manageable. If remittances are absorbed mainly by debt repayment and daily 

consumption, their long-term poverty-reduction effect may remain limited. 

5. Case Two: Intra-African Regional Migration, Remittances, and Household Risk-

Coping Capacity 
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5.1. Case Selection 

This section uses West African regional migration and household remittances in 

Ghana as the African case. This case is suitable because intra-African migration differs 

from South Asian overseas labour migration in distance, cost, employment structure, and 

remittance behaviour. Migration within West Africa often occurs across relatively close 

countries, such as Ghana, Nigeria, and Côte d’Ivoire. It may be temporary, circular, 

seasonal, or informal, depending on labour-market opportunities, family networks, 

border conditions, and local economic pressures. 

Compared with South Asian labour migration to Gulf countries, intra-African 

regional migration usually involves lower travel costs and stronger reliance on kinship or 

community networks. However, employment is often less formal and less stable. Migrants 

may work in trade, construction, agriculture, transport, domestic services, or informal 

urban activities. As a result, remittance flows may be smaller and less predictable, but 

they remain important for households facing income shocks and limited access to formal 

insurance. 

5.2. Remittance Mechanism 

In the African regional migration case, remittances are closely linked to short-term 

livelihood support and risk management. Migrants may send money when they find work, 

when relatives request help, or when the household faces urgent expenses. Unlike 

contract-based overseas migration, transfers may not follow a fixed monthly pattern. They 

may be irregular, informal, and mediated through mobile money, transport networks, 

friends, or family-based channels. 

These remittances therefore function less as stable planned income and more as a 

flexible coping mechanism. When households experience food price increases, illness, 

crop failure, job loss, or school fee pressure, remittances may help prevent immediate 

welfare decline. Figure 2 illustrates this process, showing how regional migration income 

enters the household budget as a risk buffer that supports food consumption, basic health 

care, school continuity, and temporary debt avoidance. 

 

Figure 2. Remittances as a Household Risk-Coping Mechanism in Intra-African Regional Migration 
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5.3. Human Capital Investment Pathway 

In this case, the human capital effect of remittances is more likely to appear as 

“maintenance investment” than large planned investment. Because transfers may be 

smaller and less regular, households often use them to maintain basic education and 

health spending rather than expand long-term investment. For example, remittances can 

help pay school fees, buy uniforms or learning materials, or prevent children from 

dropping out during temporary income shocks. 

Health-related spending follows a similar pattern. Remittances may cover basic 

treatment, medicine, transport to clinics, or emergency care. They may also support food 

consumption and nutrition when local income is unstable. This matters because poor 

nutrition and untreated illness can reduce school attendance and learning capacity. In this 

sense, remittances support human capital mainly by preventing deterioration in 

education and health outcomes. 

The African case also highlights the role of social networks. Since migration is often 

regional and circular, migrants may remain closely connected to household needs. This 

proximity can make remittance support responsive, but it may also make transfers 

demand-driven and uncertain rather than planned around long-term education or skills 

formation. 

5.4. Poverty Effects and Limitations 

Intra-African regional remittances can reduce poverty by strengthening household 

resilience. Their main contribution is often not a large permanent income increase, but a 

reduction in vulnerability. By helping households cope with shocks, remittances may 

prevent deeper poverty, asset sales, school withdrawal, or harmful borrowing. This is 

especially important where social protection is limited and households depend on family 

networks. 

However, the long-term poverty-reduction effect is constrained by unstable migrant 

income, informal transfer channels, limited financial access, and regional economic 

volatility. Border restrictions, conflict, or exchange-rate instability may also interrupt 

remittance flows. Therefore, the African case suggests that remittances are especially 

important for short-term poverty management and household risk-coping. Their strength 

lies in flexibility and network-based support, while their limitation lies in uncertainty. 

Compared with the South Asian case, the human capital effect is less about planned 

accumulation and more about preventing setbacks in education, health, and basic welfare. 

6. Comparative Discussion and Conclusion 

6.1. Comparison of the Two Migration Patterns 

South Asian labour migration and intra-African regional migration both show that 

remittances can improve household welfare, but their mechanisms differ. In the South 

Asian case, migration to Gulf countries or other external labour markets often produces 

larger and more regular transfers. These remittances may help households plan spending 

on schooling, health care, housing, debt repayment, and savings. Since education and 

health investment require repeated payments, stable remittance inflows can support 

longer-term planning. 

In contrast, intra-African regional migration often generates smaller and less 

predictable transfers. However, these remittances can respond quickly to household 

needs. In the West African case, they are closely linked to consumption smoothing, 

emergency spending, and family-based risk sharing. Their main function may be less 

about large-scale human capital investment and more about preventing welfare decline 

during income shocks. 

6.2. Remittances, Human Capital, and Poverty Reduction 

The comparison suggests that remittances reduce poverty through direct and indirect 

channels. Directly, they increase household income and support basic needs. Indirectly, 

they may finance education, health care, nutrition, and skills formation. This indirect 
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channel matters because it can improve future earning capacity and reduce 

intergenerational disadvantage. 

However, remittances do not automatically produce sustainable poverty reduction. 

If they are mainly used for emergency consumption or debt repayment, their effect may 

remain short-term. If they are regular enough to support schooling, health, or vocational 

training, they may contribute to longer-term welfare gains. The South Asian case shows 

stronger potential for planned investment, but this can be weakened by migration debt 

and contract risks. The African case shows strong risk-coping value, but its long-term 

effect may be limited by informal employment and income instability. 

6.3. Policy Implications 

Several policy implications follow from this comparison. First, reducing remittance 

transaction costs and expanding formal financial services can improve transfer security 

and increase the amount received by households. Second, recruitment systems for South 

Asian labour migrants should be better regulated to reduce excessive fees, debt burdens, 

and contract risks. Third, remittance-linked savings, education, health, and insurance 

products may help households turn income transfers into more durable welfare gains. 

For intra-African regional migration, policies should improve migrants’ legal status, 

labour protection, and access to cross-border financial services. Since many regional 

migrants work informally, access to mobile money, identification systems, and basic social 

protection could strengthen the poverty-reducing role of remittances. Policies should also 

consider intra-household allocation, especially the decision-making power of women and 

left-behind family members. 

7. Conclusion 

This paper compared the poverty-reduction mechanisms of remittances in South 

Asian labour migration and intra-African regional migration. It argued that remittances 

are not only income transfers, but also household resources for human capital investment 

and risk management. South Asian labour migration tends to support planned investment 

when transfers are regular and migration debt is manageable. Intra-African regional 

migration tends to support short-term resilience through flexible family networks. Overall, 

the poverty effect of remittances depends on migration costs, employment stability, 

financial access, and household allocation decisions. Long-term impact depends on 

whether households can transform temporary transfers into sustained investment in 

human capital and welfare security. 
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