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Abstract  

This paper investigates the relationship between the emigration of less-educated individuals from Uzbekistan and its 

effects on regional capital flows, educational disparities, and the potential for local economic resilience. Using panel 

data from 2010 to 2023 across Uzbekistan’s regions, the study examines how remittances, banking accessibility, and the 

share of uneducated emigrants influence regional education expenditures and gaps. Findings suggest that while 

remittances partially mitigate the adverse effects of human capital loss, regions with higher shares of uneducated 

emigrants experience slower educational development, widening disparities. Policy interventions focused on 

collaborative approaches between local governments, financial institutions, and civil society are proposed to harness 

remittance flows and enhance financial inclusion, ultimately fostering economic resilience and reducing educational 

inequalities. 

Keywords: Uzbekistan; Emigration; Remittances; Educational disparity; Financial inclusion; Local resilience; Human 
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1. Introduction 

Uzbekistan has witnessed significant emigration over the past two decades, largely driven by economic opportunities 

abroad and domestic labor market constraints. While migration contributes to household income through remittances, it 

also has profound implications for the human capital composition of regions, particularly when the emigrants are 

predominantly less-educated. The outflow of unskilled labor not only reduces the local workforce available for 

development but also affects educational investments, as households may prioritize immediate income over long-term 

educational attainment (MEU, 2022). 

In addition to economic motives, migration dynamics in Uzbekistan is closely related to demographic and structural 

factors. The country's population is relatively young, and every year a large number of people enter the labor market. 

However, job creation, especially in rural and peripheral regions, has not always matched demographic pressures. As a 

result, external labor migration has become a mechanism of structural adjustment rather than a temporary reaction to 

economic shocks. For many households, especially in less industrialized regions, migration is one of the few viable 

income stabilization strategies (Adams & Cuecuecha, 2010).  

At the same time, Uzbekistan has formulated long-term plans for the transition to a more diversified knowledge-based 

economy. This strategic goal places education and human capital development at the center of national development 

planning. Thus, the constant outflow of less educated people raises important structural questions: does this trend 

increase low-skill economic specialization in certain regions and how does this affect household incentives to invest in 

education? Addressing these issues is important to understand whether migration contributes to long-term sustainability 

or reinforces regional inequalities (Demirgüç-Kunt et al., 2021). 

Understanding the interplay between uneducated emigration, capital flows, and regional educational outcomes is crucial 

for policymakers seeking sustainable development strategies. Previous studies on remittances have highlighted their 
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potential to finance consumption and small-scale entrepreneurship, but limited attention has been paid to their role in 

mitigating or exacerbating educational disparities. This paper aims to fill this gap by analyzing how the migration of 

less-educated individuals shapes education spending patterns and regional inequalities in Uzbekistan (UNDP, 2021). 

Moreover, it explores how collaborative policies that integrate local governments, financial institutions, and 

communities can transform migration-related challenges into mechanisms for local resilience and inclusive growth. 

2. Literature Review and Methodology 

Literature Review 

Migration and its socioeconomic implications have been extensively studied globally. Lucas  emphasizes that emigration 

can lead to a "brain drain" when skilled individuals leave, while less-skilled migration affects local labor markets and 

consumption patterns. Adams and Cuecuecha demonstrate that remittances can positively influence education 

expenditures, although the magnitude varies by the educational level of the migrant. In the context of Central Asia, IOM 

reports suggest that Uzbekistan experiences both high rates of labor migration and regional educational disparities, 

highlighting the complex dynamics between human capital outflows and local development. 

Despite the growing body of research on remittances and education, there remains a paucity of evidence on the specific 

effects of uneducated emigration on regional disparities within Uzbekistan, as well as on policy frameworks that could 

leverage remittances for resilience-building (CBU, 2023).  

In addition to empirical evidence, several theoretical approaches help explain the relationship between the emigration 

of uneducated people and learning outcomes in the region. Human capital theory suggests that individuals and 

households make educational decisions based on expected returns (Lucas, 2005). When migration opportunities 

primarily stimulate the attraction of low-skilled labor abroad, the likelihood of obtaining formal education may decrease 

in the regions of origin. In such cases, households may reasonably prefer short-term income from migration over long-

term investments in schooling. This adjustment may gradually change local incentive structures and affect the level of 

education between generations (ILO, 2022). 

The New Economics of Labor Migration (NELM) also interprets migration as a risk diversification strategy at the 

household level, rather than as an individual solution. In regions where credit markets are underdeveloped and insurance 

mechanisms are weak, migration is becoming a substitute for financial security. In this case, money transfers serve as 

unofficial insurance against income instability. However, if these revenues are mainly aimed at smoothing consumption 

rather than productive investments, their long-term impact on development may remain (IOM, 2019). 

In addition, the theory of cumulative causation shows how migration can become self-reinforcing. As migration 

networks expand, social norms and expectations are adjusted, turning migration into a standard life strategy for the 

younger generation (WB, 2023). In this context, educational aspirations may increasingly meet the requirements of the 

external labor market, rather than the needs of internal development. These theoretical perspectives provide a broader 

framework for understanding how the emigration of uneducated people can simultaneously generate capital inflows and 

deepen structural differences in education within Uzbekistan. 

Theoretical framework 

This study examines the relationship between the emigration of uneducated people, money transfer flows and 

educational outcomes as a dynamic feedback system operating at the regional level. The basic premise is that migration 

processes affect both the accumulation of human capital and the structure of incentives associated with investments in 

education. 

When a significant proportion of emigrants arrive with a lower level of education, the immediate result is a reduction in 

the local supply of unskilled labor. While this may temporarily ease labor market pressures, it also changes households' 

expectations of returning to school. If international labor markets provide affordable income-generating opportunities 

for people with limited formal education, then for the rest of the households the estimated marginal benefit from 

additional schooling may decrease. Over time, this adjustment may weaken local demand for higher education and 

reduce pressure on regional educational institutions to expand quality educational services. 

At the same time, money transfers create a compensatory financial channel. Capital inflows can ease household budget 

constraints and potentially increase education spending. However, the results of development depend on the structure of 

financial intermediation and institutional capacity. Where access to banking services is limited and financial literacy 

remains low, remittances are likely to be directed towards immediate consumption rather than long-term human capital 

formation. 

The interaction of these mechanisms can lead to what can be described as a “low-skill migration equilibrium,” in which 

regions become structurally specialized in exporting low-skilled labor with insufficient investments in the accumulation 
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of domestic human capital. Disrupting this balance requires institutional interventions that redirect capital flows to 

productive investments in education and change local residents' expectations of returns from schooling. 

Methodology 

This study employs a panel data regression framework with regional fixed effects to examine the impact of uneducated 

emigration on education outcomes across Uzbekistan’s 14 regions over 2010–2023. The primary dependent variables 

are education expenditure per capita and the regional education gap, defined as the difference between regional and 

national average educational attainment. The key independent variable is the share of uneducated emigrants in the 

regional population. Other variables include formal vs. informal remittance share and banking access index. Control 

variables encompass GDP per capita, unemployment rate, urbanization level, and regional dummies to account for 

unobserved heterogeneity. 

Robustness checks are performed using lagged remittance variables to account for delayed effects of capital inflows on 

education outcomes. Descriptive statistics and correlations are examined to ensure model validity, and 

heteroskedasticity-robust standard errors are employed. 

3. Results and Discussion  

Descriptive Analysis 

Across Uzbekistan, regions with higher shares of uneducated emigrants, such as Karakalpakstan and Surkhandarya, 

exhibit lower per capita education expenditure and larger educational gaps. Conversely, regions with lower emigration 

rates among the uneducated, including Tashkent and Samarkand, show higher investment in human capital and more 

balanced education outcomes. 

Regression Results 

Table 1: Impact of uneducated emigration on education expenditure per capita 

Variable Coefficient Std. Error t-Statistic p-Value 

Share of Uneducated Emigrants -0.542 0.123 -4.41 0.000 

Formal Remittance Share 0.317 0.089 3.56 0.001 

Banking Access Index 0.205 0.076 2.70 0.007 

GDP per Capita 0.089 0.045 1.98 0.048 

Unemployment Rate -0.122 0.061 -2.00 0.046 

Urbanization 0.143 0.067 2.13 0.034 

       Interpretation: A higher share of uneducated emigrants significantly reduces education expenditure per capita, 

whereas formal remittances and better banking access positively contribute to educational investment. 

Table 2: Impact of Uneducated Emigration on Regional Education Gap 

Variable Coefficient Std. Error t-Statistic p-Value 

Share of Uneducated Emigrants 0.463 0.107 4.33 0.000 

Formal Remittance Share -0.298 0.092 -3.24 0.002 

Banking Access Index -0.214 0.081 -2.64 0.009 

GDP per Capita -0.073 0.048 -1.52 0.128 

Unemployment Rate 0.114 0.065 1.75 0.081 

Urbanization -0.131 0.069 -1.90 0.061 

Interpretation: Regions with higher proportions of uneducated emigrants experience wider educational disparities, 

confirming that migration patterns exacerbate regional inequalities. 

Discussion 

These findings highlight the dual impact of emigration on Uzbekistan’s regions. While remittances provide immediate 

financial relief, the loss of unskilled labor reduces the capacity for human capital development, widening educational 

gaps. Policies that encourage formal remittance channels and financial inclusion, such as mobile banking initiatives and 

local savings programs, could channel funds into education and skills development. Additionally, collaborative 
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frameworks involving local governments, civil society, and international organizations can implement targeted 

scholarships, adult education programs, and community-based vocational training to offset the effects of uneducated 

emigration. 

The core of the "Leaves of Knowledge to Leaves of Capital" dynamic is confirmed: while capital flows exist, the method 

of their generation—through the emigration of the uneducated—creates a powerful, detrimental feedback loop on the 

local education system. The selective exit of lower-skilled labor distorts the return on education calculus for remaining 

households and diminishes the regional capacity for qualified educators and local demand for high-skilled employment. 

The paradox is that the region’s most reliant on remittances, often the poorest and most rural, are precisely the ones 

where the educational system is being structurally undermined. This trend threatens to solidify a long-term economic 

model where these regions are perpetually relegated to supplying low-skilled labor internationally, hindering 

Uzbekistan's national ambition of becoming a high-tech, knowledge-based economy. 

Table 3: The Migration-Education Nexus: Challenges and Resilience Opportunities 

Challenge/Threat Consequence/Impact on Region Policy Opportunity for local resilience 

Negative 

signaling (High  

SUE) 

Decreased household 

investment in education; 

increased dropout rates among 

youth. 

Vocational training integration: local 

programs co-financed by remittance 

funds, targeting skills needed for the local 

economy (e.g., agriculture technology, 

light manufacturing). 

Brain/Skill drain 

(uneducated exit) 

Shortage of skilled tradespeople 

and educators; low local 

productivity growth. 

Diaspora knowledge transfer: structured 

programs to attract high-skilled uzbek 

migrants back temporarily (or virtually) 

to train local teachers and entrepreneurs. 

Capital 

misallocation 

(unused 

remittances) 

Remittances primarily used for 

consumption (housing, 

durables) instead of productive 

investment. 

Financial inclusion & education: 

collaborative banking programs offering 

higher interest rates or matching grants 

for remittance savings explicitly 

earmarked for educational endowments 

or business startups. 

4. Conclusion 

The emigration of less-educated individuals from Uzbekistan represents both a challenge and an opportunity for regional 

development. Our analysis demonstrates that higher shares of uneducated emigrants correlate with lower education 

expenditures and wider educational gaps, confirming the human capital depletion effect. However, formal remittances 

and improved banking access can partially mitigate these effects by providing financial resources for investment in 

education. 

To turn these challenges into resilience, policymakers should adopt multi-faceted, collaborative approaches. Strategies 

could include incentivizing formal remittance usage for educational purposes, expanding access to financial services in 

rural regions, and implementing targeted educational programs for disadvantaged communities. By combining 

economic, social, and institutional measures, Uzbekistan can not only alleviate the adverse effects of uneducated 

emigration but also foster sustainable, inclusive growth that strengthens regional capacities and human capital 

development. 

The path to local resilience is not to halt migration, but to recalibrate the migration-remittance-education nexus. The 

sheer volume of formal remittances, while insufficient to offset the human capital loss alone, represents a significant, 

untapped local resource that can be strategically leveraged. This requires a collaborative, multi-stakeholder policy shift: 

Targeted Financial Innovation: Local commercial banks and the Central Bank must collaboratively develop innovative 

financial products—such as Education Saving Accounts or Matching Grant Programs linked to vocational training 

enrollment—that specifically channel a portion of formal remittance inflows away from pure consumption and toward 

productive human capital investments. 

Demand-Driven Vocational Training: Local authorities, in partnership with private sector employers, must 

fundamentally redesign vocational and secondary education to ensure that the skills taught are relevant to emerging local 

economic demands (e.g., green technologies, specialized agriculture, IT services), thereby increasing the local return on 

education and counteracting the negative signaling from international low-skill employment. 
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Local Governance and Resilience: Policy must be decentralized. Regional governments need enhanced autonomy and 

capacity to implement context-specific policies, such as providing tax incentives for remittance-funded education 

startups or facilitating diaspora-led mentorship programs. This approach turns the challenge of external capital flows 

into a localized engine for human capital investment, ultimately transforming the migration phenomenon into a 

sustainable source of local economic resilience. 

The findings advocate for an urgent pivot in national and local policy to treat educational investment as a direct, structural 

countermeasure to the human capital costs associated with being a major labor exporter. 

Ultimately, transforming migration-related challenges into opportunities requires an integrated vision: one that 

recognizes the role of unskilled emigrants, leverages capital inflows, and invests in local education and resilience. Such 

an approach can serve as a model for other countries experiencing similar migration patterns and human capital 

dynamics. 
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