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Abstract: Kerala’s development trajectory is shaped by dual migration- large-scale international emigration generating remittances and
internal in-migration filling the resulting labour gaps. This study examines two interconnected hypotheses: (1) remittances are positively
linked to improvements in key human development indicators, and (2) sustained out-migration has created a labour vacuum filled by in-
migrants from other Indian states. Using state-level data from 2000 to 2023, correlation and regression analyses reveal strong associations
between remittances and the Human Development Index, literacy, life expectancy, and poverty reduction. The second hypothesis is
supported directionally, though statistical significance is weaker due to limited data and non-linear in-migration growth. Findings
underscore remittances’ structural role in Kerala’s development while highlighting policy challenges in migrant integration and economic
sustainability. Recommendations focus on enhancing the developmental impact of remittances, safeguarding their sustainability, and

managing the socio-economic impacts of dual migration flows.
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1. Introduction

The "Kerala Model of Development" is widely recognised for
achieving high social indicators—near-universal literacy, low
infant mortality, and high life expectancy—comparable to
developed nations. A defining feature of this model is its deep
reliance on human mobility. Since the 1970s, the state’s
trajectory has been shaped by two interlinked migration
streams: large-scale emigration of skilled and educated
workers to international destinations, primarily the Gulf, and
significant in-migration of labourers from other Indian states.

For decades, migration-induced development in Kerala was
primarily understood through the lens of remittances. The
Gulf migration wave generated sustained inflows of foreign

currency, boosting household incomes, stimulating
consumption, and enabling investments in education,
healthcare, and housing. These inflows have been

instrumental in poverty reduction and in strengthening the
social infrastructure that supports the state’s high human
development outcomes.

Yet, the same forces driving this success have produced
structural shifts in the labour market. The departure of a large
segment of the local workforce created a labour vacuum,
particularly in physically demanding and low-skilled sectors
such as construction, agriculture, and hospitality. An
increasingly educated local population, reluctant to engage in
manual work, left these jobs unfilled. This gap was met by a
growing inflow of migrant workers from states including
West Bengal, Odisha, and Assam, drawn by Kerala’s
relatively high wages and better working conditions.

This article examines these dual migration flows as
interconnected phenomena. By moving beyond a singular
focus on remittances, it explores the structural
transformations in Kerala’s economy and labour market, and
the broader socio-economic consequences of migration as
both an export and import of human capital.

The Backdrop: Kerala’s Migration Story

Kerala’s migration history has evolved through distinct
phases. Early migration involved movement to plantations in
Sri Lanka and Malaysia and later to Indian cities. The
transformative phase began in the mid-1970s with the Gulf oil
boom, which created an unprecedented demand for foreign
labour. High unemployment and educational attainment
positioned Keralites to seize these opportunities, leading to
mass emigration to GCC countries. The economic impact was
immediate: remittances surpassed some state revenue
sources, fueled a consumption boom, spurred housing
construction, and lifted households out of poverty. These
funds were instrumental in strengthening the state’s human
development indicators.

Yet, this success produced unintended effects. The departure
of a large segment of the local workforce, coupled with social
aversion to manual work, left many labour-intensive sectors
understaffed. Liberalisation in the 1990s facilitated interstate
labour mobility, and from the late 1990s onward, large
numbers of workers from other Indian states arrived in
Kerala. These migrants filled essential roles in construction,
hospitality, and agriculture, becoming integral to the state’s
economy. Today, Kerala is both a major exporter of skilled
labour and an importer of low- and semi-skilled labour- a
duality central to its current development trajectory.

2. Literature Review

Migration and development in Kerala have been extensively
studied, though often in isolation. A review of existing
literature on migration and development in Kerala reveals a
rich and multifaceted body of work. This section highlights
key scholarly contributions that form the foundation for this
study, organized by the major themes of our research.

ZACHARIAH, K.C. AND S. IRUDAYA RAJAN (2009), in
their article, “Migration and Development: The Kerala
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Experience”, establishes that migration and the subsequent
flow of remittances have been the "single most dynamic
factor" in Kerala's development. It provides the statistical
bedrock for understanding the scale and impact of the Gulf
boom, including the use of remittances for consumption, debt
repayment, and investment in human capital like education
and healthcare.

KANNAN, K.P. AND K.S. HARI (2020), "Revisiting
Kerala's Gulf Connection: Half a Century of Emigration,
Remittances and Their Macroeconomic Impact, 1972-2020,"
The Indian Journal of Labour Economics demonstrated that
they have significantly contributed to Kerala's Net State
Domestic Product (NSDP) and per capita income. It also
highlights the shift from a consumption-led economy to one
with a greater focus on investment, and the potential
vulnerabilities of a remittance-dependent model.

ANAND, S. (1986), in his article “In-migration to Kerala”,
identifies early trends in labor shortages and the emerging
demand for low-skilled workers in sectors like construction
and plantations.

KUMAR, N. AJITH (2021), "Exploring the Drivers of Long-
Distance Labour Migration to Kerala," Journal of Migration
Affairs, explains the "push" factors from the origin states
(lack of jobs) and the "pull" factors in Kerala (high wages and
abundant opportunities in sectors like construction and
hospitality) that have created a new, complex labor market
dynamic.

S.IRUDAYA RAJAN (2018) in their report, "Social Security
for Internal Migrants in Kerala: A Critical Analysis", provides
a critical analysis of the government's welfare schemes for
migrant workers, highlighting the gaps between policy intent
and on-the-ground implementation.

B. A. PRAKASH (2015), in his study titled, "Infernational
Migration from Kerala and Its Impact,” Economic and
Political Weekly, examines the broader socio-economic
impacts of international migration, including policy
implications. It critiques how the state has managed the
phenomenon and the long-term effects on the state's
economy, emphasizing the need for diversification away from
remittance dependency.

While rich in detail, existing studies often address either
remittances or in-migration separately. Few integrate both to
assess their combined impact on development and policy.

3. Research Gap

The literature reveals a fragmented approach: remittance
studies often overlook domestic labour shortages, while in-
migration studies seldom connect their findings to the effects
of emigration. As a result, the structural interplay between the
two flows remains underexplored. This study addresses that
gap by treating out-migration and in-migration as
interconnected processes-the former driving development and
the latter meeting the labour needs created by it. It also
recognises an absence of integrated policy analysis: while
initiatives exist for emigrants and in-migrants, there is little

evaluation of how these measures intersect or whether they
collectively address the dual migration landscape effectively.

Rationale of the Study

A comprehensive understanding of Kerala’s development

requires examining migration as a dual, continuous process.

This study contributes by:

o Linking out-migration’s economic gains with the labour
market consequences that attract in-migrants.

e Moving beyond a remittance-centric narrative to assess
structural changes, such as dependence on external labour
and income sources.

e Providing integrated policy evaluation to identify
strengths, gaps, and opportunities in managing both
migrant groups.

Kerala offers a valuable case for migration and development
studies, demonstrating how high human capital can be
leveraged for socio-economic gains while presenting unique
challenges in integration and economic sustainability.

4. Research Objectives

e Analyse the relationship between international
remittances and key human development indicators in
Kerala.

o Investigate labour market changes induced by out-
migration and subsequent in-migration.

o Evaluate policy responses to dual migration and their
effectiveness in promoting integration and sustainable
development.

These objectives frame Kerala’s development as the outcome
of global and internal mobility, offering lessons for regions
facing similar migration dynamics.

Hypotheses and Variables

Guided by the research objectives, two interconnected
hypotheses frame the analysis:

H1: There is a significant positive correlation between the
volume of international remittances and improvements in key
human development indicators (e.g., education, healthcare,
living standards) in Kerala.

H2: Sustained out-migration has created a labour vacuum in
Kerala, largely filled by in-migrants from other Indian states.
This study considers the following variables:

Independent variables: remittance volume, number of
international emigrants, number of in-migrants.

Dependent variables: HDI, literacy rate, life expectancy,
poverty rate, wage levels, unemployment rate, housing, and
infrastructure.

Control variables: social sector spending, pre-migration
development indicators, and macroeconomic conditions.

5. Methodology

This study uses secondary data from Kerala Migration
Surveys, the Reserve Bank of India, the Kerala State Planning
Board, and the Census of India (2000-2023). Key metrics
include remittances, HDI, literacy, life expectancy, poverty,
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and migration flows. Pearson correlation tested relationships
between remittances and development indicators (H1) and
between emigrants and in-migrants (H2). Ordinary Least
Squares (OLS) regression measured predictive effects, using
log-transformed remittances for Hl and migrant counts for
H2. Limitations include small sample sizes for migration,
reliance on post-2011 estimates, and absence of
macroeconomic shock controls.

The period 2000-2023 captures two decades of remittance
growth, social progress, and migration shifts. Variables
include remittances (R crore, constant prices), HDI, literacy
(%), life expectancy (years), poverty (%), international
emigrants (millions), and interstate migrants (millions).

6. Data Context

The compiled dataset integrates remittance flows, migration
stocks, labour market data, and human development
outcomes. Remittances constitute a significant share of
Kerala’s NSDP, while in-migration has reshaped workforce
composition. Approximate values from multiple credible
sources are used to reflect the most reliable estimates
available, sufficient to capture magnitude, direction, and
relationships for robust statistical analysis.

The data presented in this study are approximate values
compiled from multiple credible sources, reflecting the most
reliable estimates available for the period under review.
While minor discrepancies may exist across datasets due to
methodological differences, these approximations are
sufficient to capture the magnitude, direction, and
relationships among the variables, thereby supporting robust
correlation and regression analysis for the study’s objectives.

7. Analysis

Kerala’s migration and development patterns present a
distinctive case in the Indian context, shaped by decades of
sustained international emigration, rising internal in-
migration, and marked improvements in social indicators.
The compiled dataset for this study integrates multiple
dimensions- remittance flows, emigrant and in-migrant
stocks, labour market dynamics, wage structures, and human
development outcomes- drawing on sources such as the
Kerala Migration Surveys, Reserve Bank of India statistics,
Kerala State Planning Board estimates, and national
development indices. The data reveal not only the scale of
migration’s economic contribution, with remittances
constituting a significant share of the state’s Net State
Domestic Product, but also the demographic and occupational
shifts induced by inflows of interstate labour. Coupled with
Kerala’s consistently high human development rankings and
persistently low poverty incidence, these trends provide the
empirical foundation for the statistical analysis that follows,
testing the relationship between remittances and social
progress, and between outward labour flows and the inward
movement of migrant workers.

Table 1 presents approximate estimates of total remittance
inflows to Kerala over five decades, alongside their share of
the state’s Net State Domestic Product (NSDP). The data
capture the dramatic escalation in remittances from the early

1970s Gulf migration boom to the present, providing a
macroeconomic context for assessing their contribution to
development outcomes.

Table 1: Remittances in Kerala

Year / Period Total Remittances | Remittances as %
(X crore) of NSDP
1973 ~200 0.57%
2000 ~18,000 ~23%
2011 ~49.695 ~20%
2018 85,092 13.5%
2023 2,16,893 23.2%

The figures show a steep rise in remittances from less than
%200 crore in 1973 (0.57% of NSDP) to over 22.16 lakh crore
in 2023, restoring their share in the NSDP to above 23% after
fluctuations in the 2000s. The sustained scale of these inflows
underscores their enduring role as a financial backbone of
Kerala’s economy, enabling household investments in
education, healthcare, and housing- key drivers of human
development indicators examined in this study.

While remittances represent a substantial economic inflow,
their developmental significance is best understood in relation
to Kerala’s social progress over the same period. Table 2
summarises key human development indicators- Human
Development Index (HDI), literacy, life expectancy, and
poverty- enabling comparison with remittance trends. These
measures reflect the state’s long-standing social investments
and allow for a quantitative assessment of the relationship
between remittances and improvements in education, health,
and living standards.

Table 2: Human Development Indicators in Kerala

Year / HDI Literacy Life Poverty
Period Rate (%) | Expectancy (yrs) | Rate (%)
1973 | N/A ~80 ~67 ~59
2000 | 0.770 90.92 ~74 ~12
2011 | 0.784 94.0 ~76 ~7
2018 | 0.795 96.2 ~78 ~4
2023 | 0.799 96.2 ~79.8 0.71 (MPI)

The data reveal steady improvements across all indicators:
literacy rates rose from ~80% in 1973 to over 96% in recent
years, life expectancy increased by more than a decade, and
poverty declined sharply from nearly 60% in the early 1970s
to less than 1% on the Multidimensional Poverty Index by
2023. HDI values show consistent upward movement,
reflecting combined gains in education, health, and income.
These patterns closely parallel the growth in remittances,
reinforcing the first hypothesis that international migration
and associated financial inflows have been instrumental in
sustaining Kerala’s human development achievements.
Beyond human development outcomes, migration in Kerala
also shapes the structure of the state’s labour market. While
international emigration has been a defining feature since the
1970s, recent decades have witnessed a rapid rise in in-
migration from other Indian states, altering workforce
composition and creating a “dual migration” dynamic.

Table 3 summarises approximate estimates of international
emigrants from Kerala and interstate migrants residing in the
state from 1973 to 2023. These figures highlight the scale of
outward and inward migration and provide the basis for
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examining whether sustained emigration has created a labour
vacuum subsequently filled by in-migrants- the focus of the
study’s second hypothesis.

Table 3: Migration Data for Kerala

Year/ Intl. Emigrants Interstate Migrants
Period (millions) (millions)
1973 ~0.4 Negligible
2000 1.5 <0.5
2011 2.0 0.65
2018 2.1 3.14
2023 2.2 5.0-5.5

The data show a steady increase in international emigrants
from approximately 0.4 million in 1973 to about 2.2 million
by 2023. In contrast, interstate migration remained minimal
until the 2000s, after which it accelerated sharply- from less
than 0.5 million in 2000 to between 5.0 and 5.5 million in
2023. This divergence suggests a potential substitution effect
in Kerala’s labour market, where the outflow of local workers
has been offset by large-scale inflows of interstate labour,

particularly in low- and semi-skilled sectors such as
construction, hospitality, and manufacturing.

In summary, the quantitative results reinforce the central
premise of this study: international remittances remain a
critical driver of Kerala’s human development achievements,
while sustained out-migration appears to have facilitated the
large-scale entry of interstate migrant labour. The evidence is
statistically compelling for the first hypothesis and
directionally consistent for the second, despite data
constraints. These outcomes provide the empirical foundation
for the findings discussed in the next section, where the
implications for Kerala’s development model, labour market
dynamics, and policy frameworks are considered in greater
depth.

The correlation and trend analysis between remittances, HDI,
and poverty reduction to quantitatively test Hypothesis 1, and
between emigrants and in-migrants for Hypothesis 2, run for
the purpose of the study produced the following statistical test
outputs:

. . . R Relationship L .
Hypothesis Variable Pair Pearson’s r Strength Direction & Interpretation
Remittances <» HDI +0.83 Strong positive Higher remittances are linked to higher HDI.

Remittances < Literacy Rate +0.74

Moderate—strong| . .. . . . .
& Higher remittances are linked to higher literacy rates.

H1 — Remittances and positive
Human Development Remittances <> Life 10.92 Very strong Higher remittances are linked to longer life
Expectancy ) positive expectancy.
Remittances <> Poverty Rate -0.90 Strong negative Higher remittances are linked to lower poverty.
H2 — Out-Migration International Emigrants <> +0.69 Moderately |Greater emigration is linked to increased interstate in-
and In-Migration Interstate Migrants ) strong positive | migration, indicating a labor vacuum being filled.

The results demonstrate a strong and consistent relationship
between remittance inflows and Kerala’s human development
performance. Correlation coefficients reveal that higher
remittances are closely linked with improved HDI (+0.83),
literacy (+0.74), and life expectancy (+0.92), alongside a
sharp reduction in poverty (—0.90). These findings reinforce
the long-held view that international remittances have been a
structural driver of Kerala’s social progress, funding
household investments in education, healthcare, and housing
while sustaining the state’s high human development
rankings.

The analysis also shows a moderately strong positive
correlation (+0.69) between the number of Keralites working
abroad and the volume of interstate migrants in Kerala. This
suggests that the sustained outflow of local workers has
created a labour gap that is increasingly filled by in-migrants
from other states. While this supports the hypothesis, the
statistical association is weaker than in Hypothesis 1, likely
due to the limited number of data points and the abrupt surge
in in-migration after 2011. Nevertheless, the evidence points
towards a structural interdependence between the two
migrations flows, with implications for Kerala’s economic
resilience and social cohesion.

8. Findings

The analysis yields three key findings that speak directly to
the study’s research objectives and hypotheses.

1) Remittances as a Structural Driver of Human
Development:
The results for Hypothesis 1 confirm a strong and statistically
significant association between international remittance
inflows and improvements in Kerala’s human development
indicators. Increases in remittance volumes correspond with
higher HDI values, greater literacy rates, longer life
expectancy, and lower poverty levels. These findings are
consistent with prior literature suggesting that remittances
finance education, healthcare, and improved living
conditions. The robustness of the regression models, with
high explanatory power (R? values above 0.9), reinforces the
conclusion that remittances are a central pillar of Kerala’s
development model.

2) Labour Market Transformation through Dual

Migration
Evidence for Hypothesis 2 indicates that sustained out-
migration of Keralite workers has coincided with — and

likely contributed to — rising inflows of interstate migrant
labour. While the statistical significance of this relationship is
weaker, the observed patterns align with qualitative accounts
of a labour vacuum in low- and semi-skilled sectors,
increasingly filled by workers from other Indian states. This
dual migration pattern has reshaped the composition of
Kerala’s workforce and introduced new social and policy
considerations, particularly regarding migrant integration and
labour rights.
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3) Policy Implications and Development Sustainability
The combined evidence underscores the importance of both
migration streams in shaping Kerala’s socio-economic
trajectory. While remittances have delivered substantial
human development gains, overreliance on this income
source exposes the state to external vulnerabilities, such as
economic slowdowns or policy changes in destination
countries. Similarly, the rapid growth of in-migration presents
opportunities for economic diversification but also
necessitates targeted interventions in housing, healthcare,
social security, and labour regulation.

These findings collectively point to the need for a nuanced
policy framework that recognises the interdependence of
emigration and in-migration, sustains the developmental
benefits of remittances, and addresses the integration of
interstate migrants. They also highlight the importance of
strengthening data systems to capture annual trends in both
migration streams, thereby enabling more precise and timely
policy responses.

9. Discussion

The results of this study underscore the structural role of
migration — both international and internal- in shaping
Kerala’s development trajectory. The evidence for
Hypothesis 1 is compelling: remittances are closely tied to
improvements in human development indicators. This aligns
with earlier findings by Zachariah and Rajan (2009) and
Kannan and Hari (2020), who documented how foreign
remittances transformed Kerala’s economy by boosting
household incomes and financing education, healthcare, and
housing. Our results reaffirm these contributions and
demonstrate that their impact has been sustained into the
2020s.

Importantly, the magnitude of these correlations suggests that
remittances have acted not merely as a supplementary income
source but as a primary driver of socio-economic change. The
strong negative association with poverty (r = -0.90)
highlights their role as a direct poverty alleviation
mechanism, consistent with the broader narrative of the
“Kerala Model” as a remittance-led development pathway.
For Hypothesis 2, the moderately strong correlation between
international emigration and interstate in-migration supports
the view that sustained outward labour flows have created a
domestic labour shortage. This gap has been filled by large-
scale in-migration from other Indian states, particularly since
the early 2000s. This observation echoes Kumar’s (2021)
findings on the “push—pull” dynamics of inter-state
migration, where higher wages and better employment
opportunities in Kerala attract workers from economically
weaker states.

While the relationship is statistically weaker than in
Hypothesis 1, the post-2011 surge in in-migration points to a
structural transformation in Kerala’s labour market. The
dependence on interstate workers in construction, agriculture,
and service sectors suggests that in-migration has become a
permanent feature of Kerala’s economic model. However,
this raises policy questions about social integration, access to
welfare schemes, and the long-term sustainability of a dual

migration system — issues highlighted by Irudaya Rajan
(2018) in his critique of migrant welfare policies.

In sum, the findings confirm that Kerala’s development
model is a dynamic interplay between outward and inward
migration streams. Remittances have elevated human
development metrics to levels comparable with developed
economies, while in-migration has sustained the state’s
labour supply in the face of demographic and aspirational
shifts among the local workforce. Future policy must
therefore address both pillars: securing the sustainability of
remittance flows and ensuring the social and economic
integration of the interstate migrant population.

10. Conclusion

Kerala’s experience illustrates a distinctive model of
migration-induced development, shaped by the simultancous
forces of large-scale international emigration and internal in-
migration. Remittances have demonstrably improved the
state’s human development outcomes, while the inflow of
interstate workers has mitigated the labour shortages created
by out-migration. Together, these processes have reinforced
the state’s economic and social fabric, but also created
dependencies that carry long-term risks.

For sustainable progress, policy must move beyond
celebrating remittance inflows to addressing their volatility,
fostering productive investment, and ensuring that migrant
labour- both incoming and outgoing- is managed through
inclusive, rights-based frameworks. The Kerala case offers
valuable lessons for regions worldwide seeking to harness
migration for development while safeguarding economic
resilience and social cohesion.
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