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KERALA’S REMITTANCES TRAP 
Joseph Punnen1* 

 

 

‘Gone to the Gulf’ , a common saying among people. Such a phrase used to come up quite often 

in conversations and was often viewed as a status symbol since the 1970’s. In the past, Gulf 

countries used to be the main destination for  Keralite emigrants, and by 1998 almost 95% of 

Keralite emigrants went to one of the Gulf countries. By 2003, that percentage had been reduced 

to 91% and by 2007 it had further come down to 89%. 

 

As a result of the COVID-19 pandemic, it is expected to have severe economic impact, far greater 

than the previous global economic downturns. While all the countries are focused on tackling the 

ongoing pandemic, their economies are taking a huge hit. Governments around the world are 

taking measures to minimise the negative impacts and are searching for ways to protect their labour 

force. However, migrant workers are a “group of employees who are often not covered under the 

general protective measures undertaken by the employers and governments in the countries in 

which they are employed.”1 Migrants are often the first and most affected by economic crises; 

tending to be disproportionately represented both in highly cyclical sectors and in precarious forms 

of employment.2 States like Kerala and Tamil Nadu are known for sending workers to the Gulf 

and are highly dependent on monetary remittances from these emigrants, especially in the state of 

Kerala. As a result, most of the Arab employers are laying off the migrant workers in large 

numbers.3 Not just in the Middle East, migrants around the world are facing the same scenario. 

 

The number of expatriates returning to Kerala, are increasing day by day and an official figure is 

yet to be reported. It is estimated that around a million people lost their jobs. The impact has been 
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most severe on those individuals who are the sole breadwinners of the family. The World Bank 

expects a 20 percent drop in remittances globally due to the pandemic, especially to the low- and 

middle-income countries. In comparison, the 2009 financial crisis had resulted only in a 5 percent 

drop.4 Such a steep drop in remittances will have severe effects on the economy of Kerala. A 

survey conducted by the Centre for Development Studies, finds that 2.4 million Keralites were 

living and working overseas in 2014 and the remittances they send back to the State are equivalent 

to 36 percent of the state’s domestic product.5 Kerala is yet to find an alternative to reduce its 

dependencies on remittances. As a result of the pandemic and its effect on the state of economy 

elsewhere, it will take years for countries that employ large numbers of foreign nationals to fully 

recover. Even if they recuperate in the coming years, there will be less opportunities for migrants 

which means only fewer Keralites will get the opportunity to get a job and this would have a severe 

impact on the economy as well as the society of Kerala.  

 

As a result, many of the Keralites are forced to return home against their own wish and India has 

begun its largest repatriation exercise it has ever done. Indians are being brought back from over 

100 countries, by air and sea going by the moniker of Operation ‘Vande Bharat’ (to give a sense 

of nationalist pride). The dreams of many Keralites and Indians likewise have ended abruptly but 

they are hopeful of returning to the Gulf. As of July 2020 more than 500,000 stranded Indians have 

returned safely to India in less than two months under the ‘Vande Bharat Mission’ and with around 

100,000 returning to the state of Kerala, it has received the largest number of stranded Indians. 

Most of these individuals who returned by ‘Vande Bharat Mission’ flights are from the United 

Arab Emirates (UAE) followed by Kuwait, Qatar, Oman, Saudi Arabia, and the United States.6 

 

The modern mass migration or the ‘Kerala Gulf Boom’ began following the discovery of oil in the 

Gulf States and the resulting oil boom in the 1970s. Over 90 percent of emigration from Kerala is 

to the six Gulf Cooperation Council (GCC) countries of Saudi Arabia, the UAE, Kuwait, Qatar, 

Oman, and Bahrain. As a result of these mass migrations, it has led to the creation of three 

international airports in Cochin, Trivandrum and Kozhikode respectively and another international 

airport was established in Kannur to meet the demands of the migrants (Kerala is the only state in 

the whole of India to have four international airports). It also led to an increased demand for real 

estate, investment in hospitality, retail, education, health and many more. The migration to the 
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Gulf for Malayalis could be seen as an economic liberating force as it made them rich, 

entrepreneurial, speculative. And without these immigrations and the remittances, Kerala wouldn’t 

be the one we see today. Without it Kerala could be following an entirely different economic 

growth path, possibly a state with low industrialization, high unemployment and political 

radicalisation.  

 

Following the 1998 Kerala Migration Survey (KMS), it was concluded that there are 1.4 million 

Malayali emigrants in the Gulf and their remittances are well above Rs 14,000 crores. By 2004, 

the number of emigrants rose to 2.4 million and the remittances surged by over five times to Rs 

71,000 crores. In 2016 the KMS showed that for the first time the Malayali migrant community 

had decreased by 10 percent to 2.2 million. This was due to the economic downturn in 2008-09 

and the nationalisation policies in the GCC countries and also due to the fact that years of migration 

had made Malayalis more educated and skilled to aim for white collar jobs and other specialised 

professions. Many of the unskilled and semi-skilled migrants from Kerala were replaced by other 

migrants from countries like the Philippines and Nepal, but also other Indian immigrants from 

Bihar, Rajasthan, and Uttar Pradesh.  

 

Even before Kerala had experienced massive return migration on at least three events which is the 

Gulf War, 2008-09 global economic crisis and the Nitaqat policy of Saudi Arabia. According to a 

study conducted by K.C. Zachariah and S. Irudaya Rajan, many emigrants had lost their jobs and 

were left with no option but to come back home, especially those in the construction field which 

was affected the most during the recession. Most of the economic impact was experienced through 

remittances. However, at the state level the “estimate of household cash remittances does not show 

a decrease during the recession period. On the other hand, the total cash remittances received by 

the 3,045 households in the sample point to a modest increase of 7 percent. This is quite an 

unexpected result. One would think that the flow of remittances during the recession would 

decrease and not increase. The increase could, however, be partly explained by the fact that the 

remittances in 2009 were for a 12-month period which included some non-recession months. 

Secondly, the recession could, in some cases, actually increase remittances, as some of the 

emigrants were returning home permanently, bringing with them all their accumulated wealth 

gathered during prosperous times. As a result, some households could exhibit large increases in 

remittances and others could suffer large decreases.”7 

 

Due to the COVID-19, it would push for localisation of the workforce in the Gulf and everywhere 

else, meaning, it would implement laws which are designed to replace foreign workers with locals. 

States like Saudi Arabia and Oman and many others in the GCC were already pushing for such 

 
7 Zachariah, K. C., & Rajan, S. I. (2010). Impact of the Global Recession on Migration and Remittances in Kerala: 

New Evidences from the Return Migration Survey. Working Paper 432. Retrieved from 

https://pdfs.semanticscholar.org/e01e/ec20b84489e077e59f9c41018f6fe5450ebf.pdf?_ga=2.12175805.8864108.159

6986365-758514018.1596986365 
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moves and have told the employers to follow “Saudization” (Nitaqat Policy) and “Omanization” 

so as to reduce their dependencies on foreign labour and to be self-sufficient. However, such 

initiatives change according to the price of the oil. When the price of oil is high, the citizens who 

are unemployed can depend on government subsidies, thus they have less concerns about the 

foreigners taking up the jobs, since many of the jobs done by the migrants are low-paying. But in 

recent years, the oil prices have been falling, and as a result the governments are forced to move 

towards localization initiatives. Moreover, such ambitious economic and social reforms are 

pursued by young rulers like Saudi Arabia's Crown Prince Mohammed bin Salman, Qatar’s Sheikh 

Tamim bin Hamad Al Thani and Oman’s Sultan Haitham bin Tariq Al Said. 

 

Such reformist moves could reduce the demand for foreigners and end the migration chain. 

Remittances from migrants have been following a downward trend since the fall in oil prices since 

2014, especially in the case of Saudi Arabia. Remittances from the UAE are expected to drop by 

35 percent.8 Given that India is the largest recipient of remittances from the UAE, and Kerala 

would feel the pinch. In fact, in the past few years, India has been experiencing a declining growth 

in terms of its remittances, but it did pick up the pace in 2018 and 2019 primarily due to the 2018 

and 2019 flooding in many parts of Kerala, however, the same cannot be applied for 2020 as the 

pandemic is reducing the flow of money. 

 

In terms of remittances received for India as a whole, Kerala receives nearly a fifth of it and most 

of them are from the GCC, where there are 2.5 million Keralites (almost 10 percent of its 

population). As a result over a third of Kerala’s GDP is accrued due to the remittances received 

from abroad.9 As the state is feeling the heat of the lockdown with the lack of revenues, the Chief 

Minister Pinarayi Vijayan of the Communist Party could really use another surge in remittances 

given the  present situation. Kerala was the first state in India to record a COVID-19 case, Mr. 

Vijayan moved quickly to flatten the curve as the cases began rising.10 The Chief Minister is known 

for his efficient and quick administration during the times of 2018 and 2019 Kerala floods. While 

tackling the pandemic most of the Indian states and the centre have floundered in tackling the 

crisis, often issuing and then withdrawing policies, in contrast to Vijayan’s calm, understated 

governance have helped the state to flatten the curve. New Delhi-based senior journalist Venkitesh 

Ramakrishnan stated that “Right from the beginning, he has shown exemplary crisis management 

expertise and helped the party and its feeder organisations survive many severe challenges. He 

 
8 John, I. (2020 May,26). Remittances from UAE to drop. Retrieved August 10, 2020, from 

https://www.khaleejtimes.com/business/local/remittances-from-uae-to-drop 

9 Rajan, S. I., & Zachariah, K. C. (2020, July 28). Remittances to Kerala: Impact on the Economy. Retrieved August 

10, 2020, from https://www.mei.edu/publications/remittances-kerala-impact-economy 

10 Kurian, O. (2020, April 21). How the Indian state of Kerala flattened the coronavirus curve | Oommen C Kurian. 

Retrieved August 10, 2020, from https://www.theguardian.com/commentisfree/2020/apr/21/kerala-indian-state-

flattened-coronavirus-curve 
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was part of Kerala’s celebrated cooperative movement and provided it with clear direction and 

clarity.”11 

 

However, the lockdown had to be lifted, massively due to the state of the economy and since then 

the cases have started to spike again all over India. But Kerala is faced with the problem of its 

expatriates under distress, and he must deal with the fate of Keralites who have lost their jobs in 

the GCC. Kerala is expecting more than 500,000 expatriates to return through the ‘Vande Bharat 

Mission.’12 But this is clearly an underestimated figure, as more people are expected to lose their 

jobs. But Dr. Shashi Tharoor (MP, Thiruvananthapuram) believes that the future won’t be the same 

as it was before. He stated, “It’s not just about Arabs taking jobs, but the jobs themselves 

disappearing for good.” Mr. Vijayan has a heavy task ahead, in managing the returning expatriates 

who are a powerful lobbying force in the state, and he faces elections in less than a year. 

 

Due to the high literacy13 Keralites had a significant advantage over Indians from other states as 

well as Pakistanis, Bangladeshis and many others while seeking for a job in the Gulf. And many 

of them had to face great physical hardship and sacrificed luxuries so that they could remit some 

money back home to their families. However, the remittances received from the GCC were never 

put into efficient use. Many focused on personal consumption for example, families brought gold 

and properties.14 As a result, most of the expenditures were spent in the construction field, but 

since 2015 the I.T sector has been gradually rising with the advent of ‘Technopark’ and ‘Infopark’ 

in Kochi, Trivandrum and Kozhikode, but not at the rate at which Karnataka or Tamil Nadu grows. 

As COVID-19 struck, many of them began to lose their jobs, from those who are part of the 

construction field to banking, insurance, and many other fields. As a result, Keralites became 

victims of their own success.  

 

Many have registered for repatriation flights, but some haven’t. They believe that it would be 

difficult to find an alternative job that matches their lifestyle back in their homeland. And many of 

them do have loans to repay, thus they end up applying for jobs that yield them far less 

compensation than they were used to before. Chief Minister Pinarayi Vijayan has launched several 

financial schemes to help the returning expatriates back in their state. They have launched a 

 
11 Shaji, K. A. (2020, June 29). How Pinarayi Vijayan Went From 'Feared Leader' To Revered Administrator. 

Retrieved August 10, 2020, from https://www.huffingtonpost.in/entry/pinarayi-vijayan-kerala-cm-

coronavirus_in_5ef61635c5b612083c4ce03c?guccounter=1 

12 drthomasisaac (2020, May 4). No new case of Covid infection today also. . 64 more recoveries. So there are only 

34 active cases remaining in Kerala.We were hoping to meet the challenge of more than 5 lakh Keralite migrants 

returning home with a single digit active case. We may still make it,#covidkerala [Tweet]. 

13 Raman, N. (2005, May 17). How almost everyone in Kerala learned to read. Retrieved August 11, 2020, from 

https://www.csmonitor.com/2005/0517/p12s01-legn.html 

14 Castelier, S. (2019). In pictures: How I built my luxury home, by India's Gulf migrants. Retrieved August 11, 

2020, from https://www.middleeasteye.net/gallery/pictures-kerala-india-how-i-built-my-luxury-home-gulf-migrants 
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‘Dream Kerala Project’ to help and tap the potential and experience of those returning from abroad 

and other states after losing their jobs due to the COVID-19 pandemic. The government has taken 

several steps to utilise the investments of NRIs for the state's development and to ensure a stable 

income for the returning expatriates, said the Chief Minister. 'Dream Kerala' campaign will be held 

from July 15 to 30 of this year. Sectorial hackathon will be held from August 1 to 10. The selected 

proposals will be presented at virtual Assembly on August 14. The submissions will be reviewed 

by an expert committee of industry heads and young civil servants, who will pick the best ideas 

and advise concerned departments on the same. The project will be jointly implemented by various 

departments of the State government. On the ideas that have been chosen, the concerned state 

departments should take a decision on implementing them within a week. The idea can then be 

implemented over 100 days, said the Chief Minister.15 

 

It is obvious that the government is taking steps to reduce its dependencies on remittances received 

from abroad. With the rising competition from other countries, it would be difficult for a state like 

Kerala to regain its dominance that in the migration sector of the Gulf. However, Keralites have 

hopes of migrating its skilled labourers towards the West. Such ambitions are threatened by the 

spread of the pandemic and rise of right-wing populism in almost all states especially with the rise 

of Donald Trump in the U.S. and Brexit in the U.K. Thus, the State has a huge task ahead in 

formulating and implementing measures and to take advantage of its local resources to create jobs 

and to provide employment.  

 

Kerala has no option but to bend towards the global trends which is to start looking inwards. The 

current economic pattern isn’t feasible for Kerala in the long run and the only solution is to 

maintain a strong domestic economy while tackling the changes in migratory pattern. The first step 

for the government is to encourage its expatriates to invest more in social schemes and policies. 

These investments, coupled with creative solutions such as low cost housing, digital infrastructure 

in education and healthcare, and an overall engagement with the migrant community will help 

chart a new growth path for the state — one that relies more on the strengths of the domestic 

economy.16 The government should take steps to strengthen the economy by focusing on tourism, 

agriculture, healthcare and education. The State should also take steps to combat large scale 

changes that can happen, especially in the field of macroeconomics. As the migrants return to 

Kerala, there could be a drastic surge in inflation rates and if the government is unable to manage, 

it would seriously hamper the economy. The government should also make sure that its people 

invest in shares and other financial institutions rather than non-performing assets such as gold and 

land.  

 
15 Narasimhan, T. (2020, July 02). 'Dream Kerala Project' to help expats who lost jobs due to coronavirus. Retrieved 

August 12, 2020, from https://www.business-standard.com/article/current-affairs/dream-kerala-project-to-help-

expats-who-lost-jobs-due-to-coronavirus-120070200798_1.html 

16 Panicker, N. (2018, September 01). MIGRATION: The Story of Kerala. Retrieved August 13, 2020, from 

https://medium.com/@indiamigration/migration-the-story-of-kerala-dcfb06dd6a4e 
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Exporting workers is what Kerala does the best, and it always has been. If the demand for such 

workers shrinks in the Gulf, it will eventually come up somewhere else. They just have to make 

the right choice when the next opportunity arises. In the words of Dr. Shashi Tharoor. “Kerala’s 

big question has always been, how do we get enough people working abroad and sending money 

home?” Not just Kerala, many other countries who are dependent on remittances are now trying 

to find answers for that question, for the past few months. In a world brimming with populist 

leaders and right wing nationalists, Kerala’s success story even with all its flaws could encourage 

other states to be more open to the idea of an economic and political system where the free 

movement of people as a tool, to help oneself and others to achieve the goals of the state and for 

themselves. Realistically speaking, given the global trends against the growth of globalization, it 

would be better for Kerala to follow the same i.e. to retreat back to Kerala, as it will be beneficial 

in the long run. It is true that the decline of globalization is going to affect Kerala as a whole and 

many are trying to work on an alternative economic plan. With the dwindling tourism sector, 

Kerala could gain its losses from promoting its area of medical expertise (medical tourism) and 

the state must allow more private firms to participate thus raising its ranks in the ‘Ease of doing 

Business Category.’ Sure, this looks hard and Kerala will feel the pinch of the retreating 

globalization, but such a move seems like the only possible way.  

 

 

 

 

 

 

 

 


