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Fig. 1.  Historical Trend of Inflow of Remittances. 
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IV.  TRADE LIBERALISATION, REMITTANCES,
AND POVERTY LINKAGES 
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04.,! -4+8$.'%5)! -4.&+/&+(! %+/&.4%! &.! &#+! ,.4+! -4.0$&*65+! %+/&.4%>! "#$%! 4+*55./*&$.7! .0!
4+%.'4/+%!/#*7:+%!&#+!0*/&.4!4+1*4(%!(+-+7($7:!.7!&#+!(+,*7(!*7(!%'--5)!.0!&#+!0*/&.4%>!?&!
5+*(%! &.! &#+!/.78+4:+7/+! $7! 4+5*&$8+!-4$/+%!.0! &#+! 0*/&.4%!.0!-4.('/&$.7K[!*7(!,*)!4+('/+!
$7+O'*5$&)! &#4.':#! $7/4+*%+(! (+,*7(! 0.4! 5*6.'4@! &#+!,.%&! *6'7(*7&! 0*/&.4! $7! (+8+5.-$7:!
/.'7&4$+%!5$2+!9*2$%&*7>!"#+!/#*7:+!$7!0*/&.4!4+1*4(%!4+%'5&%!$7!*!/#*7:+!$7!$7/.,+!%#*4+%!
.0!&#+!#.'%+#.5(%!(+-+7($7:!.7!&#+$4!.17+4%#$-!.0!0*/&.4%!.0!-4.('/&$.7>!!

"#+! :*$7! 04.,! &4*(+! $%! 7.&! .75)! 4+5*&+(! 1$&#! /#*7:+%! $7! $7/.,+! 6'&! *5%.! $7!
/.7%',-&$.7>!U+%&4$/&$.7%!.7!$,-.4&%!5$,$&!&#+!*6$5$&)!.0!&#+!-+.-5+!&.!.6&*$7!:..(%!04.,!
*64.*(!04++5)!*7(!/#+*-5)>!"*4$00!4+('/&$.7%!4+('/+!$,-.4&!-4$/+%!*7(!6+7+0$&!/.7%',+4%!
6)! %'--5)$7:! /#+*-! /.7%',+4! :..(%>! _+-+7($7:! .7! &#+! +5*%&$/$&)! .0! %'6%&$&'&$.7@! $7!
-4+%+7/+! .0! &4*(+! 5$6+4*5$%*&$.7@! /.7%',+4%! %&*4&! &.! %'6%&$&'&+! $,-.4&%! 0.4! (.,+%&$/*55)!
-4.('/+(!:..(%>!;.7%+O'+7&5)@!&#+!(+,*7(!0.4!(.,+%&$/!:..(%!0*55%!*7(!(.,+%&$/!-4$/+%!
(+/5$7+!0'4&#+4>!!

"#+! /#*7:+! $7! 4+5*&$8+! -4$/+%! .0! :..(%! &.:+&#+4!1$&#! *! /#*7:+! $7! $7/.,+! *00+/&%!
#.'%+#.5(%T!/.7%',-&$.7>!?7!&#+!-4+%+7&!+E+4/$%+@!&#+!/#*77+5%!1#$/#!(+&+4,$7+!1+50*4+!
*7(! -.8+4&)! *0&+4! &4*(+! 5$6+4*5$%*&$.7@! *4+! 8$*! &#+! /#*7:+%! $7! $7/.,+! *7(! -4$/+%>! ?7!
9*2$%&*7@!&#+!(+/5$7+!$7!&#+!*8+4*:+!&*4$00!6+&1++7!&#+!6*%+!)+*4!+/.7.,)!KLLN!*7(!JNNK!
1*%!MM!-+4/+7&>!"#'%!*&!&#+!0$4%&!%&*:+@!1+!$7&4.('/+!*!&*4$00!4+('/&$.7!.0!MM!-+4/+7&!*7(!
0$7(!&#+!$,-*/&!.0!&#+!%#./2!.7!-.8+4&)!6)!'%$7:!,$/4.!(*&*!04.,!G.'%+#.5(%!?7&+:4*&+(!
=/.7.,$/!V'48+)!W9*2$%&*7!AKLL[CZ>!

=,-$4$/*5! %&'($+%! $7($/*&+! &#*&! 4+,$&&*7/+%! $,-4.8+! &#+! 4+/$-$+7&%T! %&*7(*4(! .0!
5$8$7:>! ^$:4*7&! 1.42+4%! 04.,! 9*2$%&*7! .7! *8+4*:+! 4+/+$8+(! $7/.,+%! 0$8+! &.! +$:#&!
&$,+%!#$:#+4!&#*7!&#+)!4+/+$8+(!04.,!+,-5.),+7&!$7!&#+$4!#.,+!/.'7&4)@!4+,$&&$7:!.7!
*8+4*:+! QR! -+4/+7&! .0! &#+$4! +*47$7:%! Wc'47+)! AKLRRCZ>! "#+4+0.4+@! *! 4+('/&$.7! $7! &#+!
05.1!.0!4+,$&&*7/+%!$%!+E-+/&+(!&.!#*8+!*!('*5!$,-*/&!.7!-.8+4&)>!B$4%&@!$&!4+('/+%!&#+!
$,-*/&!.0!&4*(+!5$6+4*5$%*&$.7!6)!5$,$&$7:!&#+!$705.1!.0!$,-.4&%>!V+/.7(@!$&!4+('/+%!&#+!
$7/.,+!*%!1+55!*%!/.7%',-&$.7!.0!#.'%+#.5(%>!B$:'4+!J!%#.1%!&#*&!4+,$&&*7/+!$705.1!
$7/4+*%+(! ('4$7:! KLQNSR[! *7(! (+/5$7+(! &#+4+*0&+4>! ?&! *5%.! %#.1%! &#*&! -.8+4&)! A#+*(!
/.'7&!4*&$.C!(+/5$7+(!('4$7:!&#+!-+4$.(!.0!*!5*4:+!$705.1!.0!4+,$&&*7/+%!6'&!$7/4+*%+(!
$7!&#+!-+4$.(!.0!(+/5$7$7:!&4+7(!$7!4+,$&&*7/+%>!!
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
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Fig. 2. Poverty and Inflow of Remittances (Percentages). 
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V.  DATA AND METHODOLOGY 

F!/.7%$%&+7&!(*&*!%+&!0.4!&#+!)+*4!KLRLSLN@!'%$7:!?7-'&S.'&-'&!&*65+!0.4!KLRLSLN!
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AKLLLCZ@! $%!/.7%&4'/&+(>!".!+E-5.4+! &#+! $,-*/&!.0!($00+4+7&!%#./2%\!*! &*4$00! 4+('/&$.7@!
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$7&.! &#+!/4.-!*7(!7.7S/4.-!%+/&.4%>!"#+!,*7'0*/&'4$7:!%+/&.4! $%!*::4+:*&+(! $7&.! 0$8+!
*/&$8$&$+%\!0..(@!&+E&$5+%@!/#+,$/*5%@!,*/#$7+4)!*7(!.&#+4!,*7'0*/&'4$7:>!"#+!%+48$/+%!
%+/&.4!$%!/5*%%$0$+(!$7&.!&#4++!*/&$8$&$+%@!&1.!&4*(*65+!*7(!.7+!7.7S&4*(*65+!%+/&.4>!"#+!
,*$7! /#*4*/&+4$%&$/%! .0! &#+%+! %+/&.4%! *4+! *%! 0.55.1%\! "#+! /4.-! %+/&.4! -4.8$(+%! 4*1!
,*&+4$*5! 0.4! +E-.4&%! $7! -*4&$/'5*4! &.! &#+! &+E&$5+! $7('%&4)@! &#+!,*I.4! +E-.4&! %'--5)$7:!
%+/&.4!*//.'7&$7:!0.4!PQ!-+4/+7&!.0!&.&*5!+E-.4&%>!v;#+,$/*5%T!*7(!v^*/#$7+4)T!*4+!&#+!
,*I.4!$,-.4&!/.,-+&$7:!%+/&.4%!*7(!&#+!4+%&! !%+/&.4%!#*8+!,$E+(!/#*4*/&+4$%&$/%>!"#+!
$,-.4&%!*//.'7&!0.4![N>L!-+4/+7&!*7(!MM>P!-+4/+7&!.0!&#+!+E-+7($&'4+!.7!/#+,$/*5!*7(!
,*/#$7+4)@!4+%-+/&$8+5)>!"#+!%#*4+%!.0!$,-.4&%!.0!&#+%+!%+/&.4%!$7!&#+!.8+4*55!$,-.4&%!
.0! &#+! /.'7&4)! *4+! KR>Y! -+4/+7&! *7(! [Q>M! -+4/+7&@! 4+%-+/&$8+5)! WV$(($O'$! *7(!X+,*5!
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#.'%+#.5(!$7/.,+!6)!$7/.,+!:4.'-%>!?7!&#$%!%&'()@!1+!/5*%%$0)!#.'%+#.5(%!6)!.//'-*&$.7!
$7! '46*7! *7(! 4'4*5! *4+*%! *%! &#+! &1.! *4+*%! -4+%+7&! ($00+4+7&! 5+8+5%! .0! -.8+4&)>! "#+)! *4+!
*::4+:*&+(!6)!.//'-*&$.7!.0!#+*(!.0!#.'%+#.5(%!$7&.!0$8+!/*&+:.4$+%i!-4.0+%%$.7*5%!A1#$&+!
/.55*4C@! /5+42%! A65'+! /.55*4C@! *:4$/'5&'4+! %2$55+(! 1.42+4%@! -4.('/&$.7! 1.42+4! *7(!
,$%/+55*7+.'%>!D+!$(+7&$0)!0$8+!%.'4/+%!.0!#.'%+#.5(!$7/.,+iKY!5*6.'4@!/*-$&*5@!($8$(+7(%!
04.,!0$4,%@!&4*7%0+4%!04.,!:.8+47,+7&!*7(!&4*7%0+4%!04.,!&#+!4+%&!.0!&#+!1.45(>!"#+!0$4%&!
&#4++! %.'4/+%! .0! $7/.,+! *4+! +7(.:+7.'%5)! (+&+4,$7+(! $7! &#+!,.(+5! *7(! *4+! 4+5*&+(! &.!
/#*7:+%! $7! :.8+47,+7&! -.5$/$+%>!U+,$&&*7/+%! *4+! '%+(! &.! %++! &#+! +E&+47*5! %#./2! &.! &#+!
+/.7.,)>!!

"*65+!R!4+-.4&%!&#+!%#*4+!.0!#.'%+#.5(%T!$7/.,+%!04.,!($00+4+7&!%.'4/+%>!?7!&#+!'46*7!
%+/&.4@!-4.0+%%$.7*5%!4+/+$8+!ML>M!-+4/+7&!.0!&#+$4!$7/.,+!*7(!-4.('/&$.7!1.42+4%!4+/+$8+!
MK>M!-+4/+7&!.0!&#+$4!$7/.,+!04.,!5*6.'4>!"#+!.&#+4!&#4++!:4.'-%!$7!&#+!'46*7!*4+*!4+/+$8+!
#$:#+4!-+4/+7&*:+!04.,!/*-$&*5>!F55!#.'%+#.5(%!$7!&#+!4'4*5!*4+*!4+/+$8+!*!#$:#+4!-+4/+7&*:+!
.0!&#+$4!$7/.,+!04.,!/*-$&*5!+E/+-&!-4.('/&$.7!1.42+4%!1#.!4+/+$8+!MP>R!-+4/+7&!.0!&#+$4!
$7/.,+!04.,!5*6.'4>!?7!&#+!'46*7!#.'%+#.5(%@! &#+!%#*4+!.0!4+,$&&*7/+%!$7! &.&*5!#.'%+#.5(!
$7/.,+! 4*7:+%! 04.,!K!-+4/+7&! &.!KY!-+4/+7&!*7(!,+*7! 5+8+5! $%!L>LM!-+4/+7&>! ?7! &#+! 4'4*5!
*4+*@! $&! 4*7:+%! N>[! -+4/+7&! &.! Q>[! -+4/+7&! 1$&#! ,+*7! .0! [>Y! -+4/+7&>! ?&! 7++(%! &.! 6+!
'7(+4%/.4+(! &#*&! &#+!%#*4+!.0!4+,$&&*7/+%! $7! &#+! $7/.,+%!.0!-4.0+%%$.7*5!:4.'-%@!1#.!*4+!
4+5*&$8+5)!4$/#!$7!6.&#!&#+!'46*7!*7(!4'4*5!*4+*!$%!.75)!K>N!-+4/+7&!*7(!N>[!-+4/+7&!.0!&#+$4!
&.&*5!$7/.,+@!4+%-+/&$8+5)>!H7!&#+!.&#+4!#*7(@!'46*7!#.'%+#.5(%!1#.!*4+!+7:*:+(!$7!65'+S
/.55*4!I.6%!A/5+42%C!4+/+$8+!K[>L!-+4/+7&!.0!&#+$4!$7/.,+!04.,!4+,$&&*7/+%>!?7!&#+!4'4*5!*4+*@!
-4.('/&$.7!1.42+4%! 4+/+$8+!Q>[!-+4/+7&!.0! &#+$4! $7/.,+! 04.,! 4+,$&&*7/+%>!c.&#! &#+!65'+S
/.55*4! *7(! -4.('/&$.7! 1.42+4%! *4+! 4+5*&$8+5)! -..4! *7(! [K>M! -+4/+7&! *7(! [P>[! -+4/+7&! .0!
#.'%+#.5(%@!4+%-+/&$8+5)@!*4+!6+5.1!&#+!-.8+4&)!5$7+!A%++!"*65+!LC>!
!
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7.)+/"*!.3!&'/.:"!3.+!@)+$%!$'(!I+0$'!M.)*"E.%(*!=-"+/"'#$>"*?!

! D*:+%! ;*-$&*5! _$8$(+7(%!
"4*7%0+4%!04.,!
<.8+47,+7&! U+,$&&*7/+%! ".&*5!

94.0+%%$.7*5! ML>YP! JY>J[! KY>RK! N>YK! K>NL! KNN!
;5+42%! JR>M[! [R>YK! KR>RP! N>[K! K[>RR! KNN!
F:4$/'5&'4+!D.42+4! K[>NK! QP>YJ! N>NN! N>KP! KN>YK! KNN!
94.('/&$.7!D.42+4! MK>MJ! [Y>[R! M>KM! N>KR! R>QR! KNN!
^$%/+55*7+.'%! J[>MJ! P[>MR! K>QJ! K>QJ! L>YQ! KNN!
Urban Total 33.99 45.96 9.40 0.71 9.95 100 
94.0+%%$.7*5! KL>KR! RN>YR! N>NN! N>NM! N>JL! KNN!
;5+42%! [R>LM! MP>M[! N>NK! K>YM! [>NP! KNN!
F:4$/'5&'4+!D.42+4! K[>RJ! RK>MM! N>Y[! J>JQ! K>L[! KNN!
94.('/&$.7!D.42+4! MP>QQ! [K>JJ! [>QM! N>LR! Q>JL! KNN!
^$%/+55*7+.'%! KP>LQ! MY>[Q! KL>JJ! Y>MQ! Y>RQ! KNN!
Rural Total 26.51 63.61 4.40 2.09 3.40 100 
7.)+/"8!V./$*5!F//.'7&$7:!^*&4$E@!KLRLSLN>!

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
KY?7/.,+!4+0+4%!&.!&.&*5!4+/+$-&%>!



!

!

KY!

"*65+!L!
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! c*%+!m+*4!A9!!^+*%'4+%C!

!G.'%+#.5(%!6)!
!H//'-*&$.7! G.'%+#.5(%

G+*(!!
;.'7&!

9.8+4&)!!
<*-!

V+8+4$&)!
?7(+E!

V#*4+!.0!
U+,$&&*7/+%

94.0+%%$.7*5! J>QK! KL>LJ! Y>PR! K>KM! N>LJ!
;5+42%! KY>LK! [K>MJ! [>QQ! J>YJ! [M>QP!
F:4$/'5&'4+!D.42+4! J>KJ! [M>[[! Q>Y[! K>YY! M>NP!
94.('/&$.7!D.42+4! K[>R[! YN>NR! M>MK! K>JP! K[>PJ!
^$%/+55*7+.'%! Q>KK! J[>YY! L>[L! [>JM! JK>LJ!
Urban Total 40.68 32.44 7.27 2.36 77.28 

94.0+%%$.7*5%! L>NQ! JM>J! M>J! K>YJ! N>JJ!
;5+42%! J>[Q! [Y>JM! Q>[R! J>[[! [>[K!
F:4$/'5&'4+! KK>MP! JR>[! P>Y[! J>KJ! Y>PR!
94.('/&$.7!D.42+4! JJ>JL! [P>[! Q>[K! J>JJ! R>YK!
^$%/+55*7+.'%! KY>N[! J[>KL! Y>MR! K>YK! P>NL!
Rural Total 59.32 30.47 6.49 2.05 22.72 
7.)+/"8!V./$*5!F//.'7&$7:!^*&4$E3KLRLSLN>!
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&#+! *8+4*:+! .0! &#+! +E-+7($&'4+! .0! &#+! #.'%+#.5(%! &1.S-+4/+7&*:+! -.$7&%! *6.8+! *7(!
6+5.1!&#+!0..(!-.8+4&)!5$7+>!"#+!-.8+4&)!5$7+%!*4+!+%&$,*&+(!%+-*4*&+5)!0.4!'46*7!*7(!
4'4*5!#.'%+#.5(%>!!

9.8+4&)!+%&$,*&+%!0.4!&#+!6*%+!)+*4!*4+!:$8+7!$7!"*65+!L>!?7!'46*7!*7(!4'4*5!*4+*%@!
-4.('/&$.7!1.42+4%! *4+! &#+! -..4+%&! :4.'-! .0! #.'%+#.5(%@!1#+4+! YN>K! -+4/+7&! *7(! [P>[!
-+4/+7&!.0!#.'%+#.5(%!4+%-+/&$8+5)!5$8+!6+5.1!&#+!-.8+4&)!5$7+>!"*65+!L!/5+*45)!%#.1%!&#*&!
&#+!-..4!4+/+$8+!*!#$:#+4!-+4/+7&*:+!*7(!4$/#!#.'%+#.5(%!4+/+$8+!*! 5.1+4!-+4/+7&*:+!.0!
4+,$&&*7/+%>!B.4!+E*,-5+@!/5+42%!$7!&#+!'46*7!*4+*!4+/+$8+![M>R!-+4/+7&!.0!4+,$&&*7/+%>!?7!
4'4*5!*4+*@!-4.('/&$.7!1.42+4%T!%#*4+!$%!#$:#+%&@!*&!R>Y!-+4/+7&!.0!4+,$&&*7/+%>!"#+!.&#+4!
&1.!:4.'-%@!*:4$/'5&'4+!%2$55+(!1.42+4%!*7(!/5+42%!/*7!6+!/5*%%$0$+(!*%!-..4!#.'%+#.5(%!
1#+4+!*6.'&!.7+S&#$4(!.0!#.'%+#.5(%!*4+!6+5.1!&#+!-.8+4&)!5$7+!$7!6.&#@!'46*7!*7(!4'4*5!
*4+*%>!"#+!-4.0+%%$.7*5%!*7(!,$%/+55*7+.'%!:4.'-%!*4+!/5*%%$0$+(!*%!4$/#!#.'%+#.5(%!A%++!
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VI.  COMPUTABLE GENERAL EQUILIBRIUM
MODEL FOR PAKISTAN 
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Density Functions and Shift in the Density Functions after the Shock (Urban 
Households)

!
Figure 3: Density Function

(Professional)
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Figure 4: Density Function 
(Clerks)
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Figure 6: Density Function
 (Production worker) 

-0.0005

0

0.0005

0.001

0.0015

0.002

0.0025

0.003

0.0035

-500 0 500 1000 1500 2000 2500
Income

D
en

si
ty

Base Sim 1 Sim 2

`

Figure 5: Density Function
(Agriculture)
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Figure 7: Density Function
(Miscellaneous)
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Fig. 3. Density Function (Professional). Fig. 4. Density Function (Clerks). 

Fig. 5. Density Function (Agriculture). 
Fig. 6. Density Function (Production Worker).

Fig. 7. Density Function (Miscellaneous). 
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Density Functions and Shift in the Density Functions after the Shock
(Rural Households)!

!Figure 8: Density Function
 (Professionals)
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Graph9: Density Function 
(Clerks)
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Figure 10: Density Function 
(Agriculture ) 
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Figure 11: Density Function 
(Production Worker)
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Figure 12: Density Function 
(Miscellaneous)
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Fig. 8. Density Function (Professional). Fig. 9. Density Function (Clerks). 

Fig. 10. Density Function (Agriculture). Fig. 11. Density Function (Production Worker).

Fig. 12. Density Function (Miscellaneous). 
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Figure 13: Variation in Density Function
(Urban Househodls)
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Fig. 13. Variation in Density Function (Urban Households). 
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Fig. 14.  Variation in Density Function (Rural Households). 
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Simulation 2.  Trade Liberalisation in the Presence of  

     Decline in Remittances 
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Figure 14: Variation in Density Function
(Rural Households)
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APPENDIX  A  
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