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Total area 1190 Sq. KM 

Longitude 25.350 to 

27.50 North 
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Total population 6,71,364 

Per capita GDP (US$) 994 

Economically active population  52.51 % 

Infant mortality rate 63.46 % 

Life expectancy  62.04 years 

Adult literacy rate  (Above 15 years) 44.5 % 

Arable land (out of total area) 65% 

Average Wage rate (Agriculture sector)  Rs. 125 
 

Distribution of land (Gini- coefficient) 

 

0.583 
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compilation of voluminous survey data. On top of that, I would like to extend my gratitude to all 

survey respondents who offered their valuable time to impart their experience.  

Finally, I would like to thank Corporate Planning Department and Research Department of Nepal 

Rastra Bank for providing moral support, budget allocation and the comments and suggestions on 
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Executive Summary 

Remittance sent by international migrants to their countries of origin has now grown to be 

substantially higher. Nepal has been one of the greatest shareholders of global remittance but the 

issue is how such flows have been used in the livelihood of remittance-recipient households. The 

objective of this study is to identify how remittances impact various socio-economic dimensions of 

remittance-recipient households. This study conducts an impact evaluation based on propensity score 

matching (PSM) approach by surveying both remittance-recipient households (treatment 

households) and non-recipient households (control households) in Dhanusha district, one of the 

largest migrant-sending districts in Nepal, and analyzes the impact gain resulting from remittance 

flows in the study area.  

Summary of Findings 

The impact evaluation of remittances in Dhanusha district revealed that of the total 25 socio-

economic variables the study took for granted, more than half of them received expected impacts 

from remittances. The land purchase was most significantly affected variable from remittance 

income. Similarly, the agricultural income was also substantially affected by remittances. 

Remittance-recipient households experienced a substantial rise in agricultural income after they 

started receiving remittances.  

The households of migrant workers were also found to be allocating a significant amount of their 

income in educational expenses. Consistent with that, study hours at home of their children were 

also positively affected. This outcome was in contrary with the results some prior studies had 

revealed that educational efforts of the children of migrant-sending households had adversely 

affected (Siddhiqi (2005)).  

The positive effects were also observed in the access of communication means such as radio, TV, 

and telephone. In the same line, the migrant households' radio listening and television watching 

habits were also increased significantly.  

The results in women empowerment were mixed, however. The women's decisions regarding 

children’s education and financial transactions were positively affected whereas the effects were 

negative for women's health consciousness and child birth. Besides, the remittance-recipient 

households were found to be less conscious on their health conditions. The tendency of using open 

toilet in bushes and fields, for example, was higher in remittance-recipient households than in non-

recipient households.  

The analysis with only treatment households demonstrated that there was no female worker among 

those who went abroad for foreign employment. Middle East was the most favorite destination of the 

migrants in the study area followed by Malaysia. The income from migration per migrant worker 

stood NRs 169,000 resulting in income of NRs 14,000 per month, indicating that the income of 

migrant workers is relatively low. Most of migration expenditure was financed by borrowing and 

only a trivial amount from savings. In borrowing, the average interest rates these households paid 

was 28.3 percent per annum, which was mostly from moneylenders who charged them as much as 

40 percent per annum on average. Only 14 percent of total borrowings of these households was from 

formal bank and financial institutions at the average interest rates of 16.6 percent per annum.  
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The channel by which the workers send money was reportedly formal channels (84 percent of 

households reported this).  Only 14 percent reported that they sent money through hundi and 4 

percent remitted with their friends.  

The migrant-sending households had higher consumption than those of non-sending households. 

Both of the groups spent a sizable fraction of their income on food and wedding expenses followed 

by land purchase.  

Recommendations 

 It was observed that migrant-sending households mostly borrowed money to meet their 

migration expenses rather than used their savings and the interest rates they pay in borrowing 

were as high as 40 percent per annum. Moreover, they have to rely mostly on informal 

money lenders to borrow money, yet paying even higher rates. Formal banks and financial 

institutions, on the other hand, were found to be charging substantially less than those 

informal lenders. In this regard, the NRB has responsibility to encourage banks and financial 

institutions to open up of their branches in rural areas and make loans available to migrant 

workers in convenient way. Besides, Nepal Rastra Bank has already made provision to offer 

loans to migrant workers through A, B, and C class financial institutions under deprived 

sector lending, which needs to be publicized more and make extra convenient.  

 While the country is experiencing an enormous rise in remittance inflows, it still falls short of 

what it could be collected by doing more. The countries who have large experiences of 

migration abroad, the migrant communities maintain ties with home country by forming 

informal clubs called Home Town Association (HTAs). Such associations have very 

successful stories in Mexico to bring money home and help develop communities, such as 

opening of schools, build community halls, build health clinics, and others. The government 

even shares fraction of total expenditure incurred to build such facilities.  The government of 

Nepal should consider promoting such associations and attract diasporas to participate in 

community development in their home countries.  

 Nearly two and half million young individuals have left Nepal for foreign employment 

primarily for the reason that the employment opportunities in the country are virtually 

nonexistent. Literally speaking, the country is exporting unemployment to other countries 

rather than bringing sound policy action to retain this workforce within the country. Even 

more surprising is that the people abroad are mostly unskilled workers without being able to 

earn enough money necessary to raise their living standards in a substantial way. The 

households were found to be saying that they were sending their beloved ones to foreign 

employment because no other option is available for them to stay within the country. In this 

regard, the government should consider offering necessary skills before the workers leave the 

country, or to the extreme, the government should design concrete policy measures to retain 

within the country the most productive workforce who are desperately leaving the country.  

 The studies on migration have revealed that remittances can be made productive by pursuing 

various policy actions. The important options available are the taxation of remittance income 

and channel this revenue for productive use, issuance of remittance bond, and outreach in 

collaboration with microfinance institutions. Among these, microfinance institutions have 

turned out to be the most effective channel because such institutions have great penetration in 

rural areas and most migrant-receiving households live in those areas.  Nepal also does have 

extensive networks of microfinance institutions in rural underdeveloped areas. In this regard, 
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Nepal Rastra Bank should consider allowing microfinance institutions in the country to bring 

remittances into their transactions, even making legal provisions when necessary.   

 As was claimed, the households earning remittances mostly spent their money in non-

productive areas such as in real estate and consumption. This study revealed that remittance 

earnings from abroad have crowded out the investment in local businesses and the 

remittance-recipient households mostly engaged in conspicuous consumption. With due 

consideration in this situation, the government is required to promote local businesses so that 

the households with remittance earnings will have option to make investment in such 

businesses.  

 The study also revealed that Hundi has been still one of the channels the money is being 

remitted from abroad (14 percent of remittance-recipient households reported this), even 

though the NRB issued licenses to operate money transfer agencies and their number is 

growing. In this context, the NRB should consider promoting more money transfer agencies 

including other parts of the world from where money is being mostly sent on one hand and 

on the other initiate policy measures on its own or request government if necessary to control 

illegal hundi businesses.  
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CHAPTER 1 

INTRODUCTION 

1.1 Background 

Remittance has proven to be one of the significant international financial flows in recent years. 

Workers’ remittances have overshadowed traditional sources such as official aid and private capital 

flows (Giuliano and Ruiz- Arranz (2009)) and currently amounts to US $444 billion (UNCTAD). 

This amount is nearly three times the amount of official aid and equivalent to foreign direct 

investment (FDI) flows to developing countries, and the remittance income comprises more than 10 

percent of gross domestic product (GDP) in many developing countries (World Bank, 2011).  

The increased global integration and the enhancement in communication technology have facilitated 

the movement of labor from one country to another and, as a result, the flow of remittances started 

growing at a higher pace. While there is a moderate rise in remittances transmitted to developed 

countries, the remittances sent by migrants to developing countries has witnessed dramatic surge 

recently. This happened precisely after 1990s when the migration from developed countries in the 

North accepted many migrant workers from the poor South.  The remittance sent to developing 

countries, as a result, stood slightly less than threefold the amount remitted to developed countries 

(Figure 1) as of 2010.   

 
Source: UNCTAD 

Remittances deserve strategic importance both in macro and micro level. On the macro level, the 

evidences confirm that remittance happens to be an increasingly important and relatively stable 

source of external finance for the countries afflicted by economic and political crisis (Kapur, 2003). 

Such countries regard remittances as one of the most secure and reliable sources of foreign currency 

than other capital flows such as foreign direct investment and official development assistance. On 

the micro level, remittance has become panacea for the marginalized poor people to enhance their 

livelihood by providing an alternative source of income. The remittance is believed to have direct 

impact on the poor and thus contributes to alleviate poverty in a significant way than other sources 

of external finance. The remittance has been observed as a means to affect well-being and capacities 
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of not only the households getting the remittance but also the sending community as a whole (de 

Hass (2007a)).  

Nepal has also the long tradition of overseas employment which started particularly after the people 

started migrating to neighboring Indian cities
1
. The trend now, however, has shifted and the overseas 

employment has become one of the attractive options for many leaving the country to work abroad. 

The argument for the people's interest for foreign jobs, be it in neighboring country or overseas, is 

attributed to low absorptive capacity of domestic economy caused by the sluggish performance of 

manufacture and non-manufacture sectors, rapid growth of population and labor force, prolonged 

political instability, changing attitude of the people in their livelihood, and others.  

With growing number of people leaving for foreign jobs, the remittance has convincingly become 

one of the reliable sources of foreign exchange for the Nepalese economy. Nepal in 2010/11 earned 

remittance income of NRs 233.0 billion (NRB, Quarterly Economic Bulletin), which amounts to be 

17.3 percent of its gross domestic product. This significant share of remittances indicates that any 

decline in remittance could potentially disturb the functioning of the economy at macro level, 

particularly in external sector. A total of 2.4 million people went abroad as migrant workers, which 

is a significant number for its total 26.6 million (Central Bureau of Statistics (CBS), Nepal) people in 

the country. A majority of them have been to Qatar followed by Malaysia (Department of Foreign 

Employment, Ministry of Labor and Transportation Management, GoN). A number of villages in 

rural Nepal have been deserted of young working age individuals, turning the Nepalese economy 

from rural agro- based economy into the remittance economy. The striking increase in remittances 

has now dwarfed the foreign aid, which was earlier thought to be a significant source of 

development finance for the Nepalese economy (Figure 2).  

 

Source: Quarterly Economic Bulletin, Nepal Rastra Bank 

Turning to Dhanusha district of Nepal, where this study has been based, there has been substantial 

increase in the number of people migrating overseas from this district as well following the national 

trend. A 6.7 percent of total migrant workers in the country are from Dhanusha district, and this 

district has stood first in the country in sending people abroad for foreign employment (Jha (2011)). 

                                                             
1 A recent research by Nepal Rastra Bank reveals that the Nepalese migrants to India are estimated to send NRs 22.9 

billion per year to Nepal (Nepal Rastra Bank (2007)), and ironically, only 3 percent of that remittance enters into the 

country from formal source. 
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The potential reasons behind increased migration in the district may include the high population 

growth rate in this region, exclusion of this region in development process, disinclination of young 

people to work in home country, demonstration effect, low growth of agriculture sector and an 

increasing insurgency by underground groups. 

1.2 Statement of the Problem 

Despite a constant rise in remittance earnings, the productive use of remittances has been the matter 

of concern
2
. While the direct economic impact of remittances to alleviate poverty is not much 

controversial, the non- pecuniary consequences of remittance, such as impact on health, education, 

gender issues, social participation, politics, women empowerment, and cultural and social changes in 

origin societies have been still under-plowed areas. Apparently, for instance, the increased income 

resulting from remittance inflow urges households to reconsider their decision on health and 

education expenditure. In addition, the increase in household consumption resulting from remittance 

income, provided that they occur locally, can transmit positive impacts to other households in the 

community through increased economic activities (de Hass (2007a)). Besides, the increased number 

of migration help raise local wage rate leading to the direct benefits to the people stay behind in the 

community.  

Adding to all this, the channel by which workers sent their money has been another debatable issue. 

It is said that most of the money transferred by migrant workers does not come through formal 

banking channels but instead they sent money through informal channels such as hundi and relatives. 

It poses the problem of figuring out the exact volume of foreign exchange that the country earns, 

affecting then the foreign exchange policy of the country. Besides, the money sent by informal 

channels keeps government from receiving tax revenue that accrues when it is sent through formal 

channels.  

Yet another less explored area so far regarding remittances is how the people going abroad finance 

their migration cost. Most of the people going for foreign job belong to the families who are 

economically very poor and they often live in the areas where there is acute lack of financial 

services. On this ground, this research also aimed at identifying how migrant workers finance their 

cost of foreign trip.  

Dhanusha district has remained one of the most remittance-recipient districts in the country. With an 

enormous number of people residing outside for the foreign job, however, the question is that how 

money sent by those workers in the district has affected the livelihood of their families and 

neighborhoods back in the country. This study is expected to answer this question by conducting a 

comprehensive survey in migrant-sending communities of the district.  

1.3 Research Objectives 

The major objective of this study is to identify socio-economic impacts of remittances in migrant-

sending households in Dhanusha district. The study also aims at offering policy recommendations 

regarding foreign employment and an effective use of remittances. The specific objectives are: 

1. To analyze the socio-economic impact of remittance on receiving households of Dhanusha 

district. The socio-economic aspects include education, health, information access, income and 

expenditure pattern and women empowerment.  

                                                             
2 See Pant (2008), Pant (2011), de Hass (2007a), Ellerman (2003), and Carling (2004) for detail.  
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2. To identify whether migrant workers use their remittance earnings in productive or non-

productive areas.  

3. To identify how migrant workers send their money in their country of origin. 

4. To offer policy recommendations designed to make the most productive use of remittances. 

1.4 Limitation of the Study 

Owing to time and resource constraint, the study was conducted only in Dhanusha district. Further, 

only 12 VDCs were chosen out of total 104 VDCs and one municipality in the district. The VDCs 

were chosen randomly for the reason that this approach reduces bias in the estimation, this approach 

has a limitation that  the VDCs may have chance to concentrate in one area – and in fact this has 

been the case for this study – limiting the coverage of VDCs from all parts of the district. The policy 

prescriptions have been forwarded based on this limited coverage of the survey, which makes 

readers to be cautious to make general conclusions.  

In addition, yet again because of limited budget and time constraint, this study takes account of only 

few socio-economic variables for the analysis and observes the impact of remittances on these 

variables. The broader coverage of other impact areas might have been missed. Similarly, the time 

constraint also limited the enough training needed for the enumerators to conduct effective survey.  

It is also assumed that there is no recall (memory) bias. As per this assumption, the households were 

believed to be capable of remembering their household status three years before, which may not be 

accurate for all household involved in the survey.  

The rest of the study unfolds as follows: Section 2 presents the survey of the literature. Section 3 

discusses the research methodology and survey design. An analysis of survey data and empirical 

results are presented in Section 4. The conclusion of the study and policy recommendations are 

summarized in Section 5.  
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CHAPTER 2 

LITERATURE REVIEW 

Today the term remittance has taken a central place in debates among development experts all over 

the world owing partly to the fact that its volume is growing at an exponential rate in recent years. 

The renewed debate started particularly after 1990s when it was observed that the dependency theory 

and structural views on remittances, which dominated the decades of 1970s and 1980s and 

maintained a pessimistic view on remittances, witnessed a downfall. The dependency theorists were 

of the view that remittance never contributes to the development of underdeveloped countries mainly 

for the reason that international migration encourages brain drain from the developing countries 

depriving them of the human capital that they desperately need to meet their development goals. 

Prior to the dependency and structural views, however, the developmentalist and neoclassical 

thinkers during 1960s and 1970s had maintained optimistic views on remittances believing that 

capital and knowledge transfers by migrants would help achieve development needs of least 

developed countries in the world. The same views have taken incarnation at the start of this century 

bringing back the debate about remittances on the floor once again.  

The oscillations on the views regarding the development impact of remittances were not just 

hypothetical claims; they were the results of mixed theoretical and empirical justifications. The 

literatures so far are vastly mixed and they offer no conclusive answer regarding whether remittance 

is good or bad for a country
3
.  

Of the studies that demonstrate adverse effects, Merkle and Zimmermann (1992) and Ghosh (2006) 

claim that the remittances is an unreliable source of external revenue for families, regions and states 

because the observation is that remittances would rapidly decline after migrants settle and integrate 

at the destination in the long-run.  This tendency is famously known as decay hypothesis as referred 

by Brown (1997). Chami et al. (2003), on the other hand, argue that remittance encourages reducing 

efforts to engage in economic activities. Davis and Carr (2003) conducted the study in Latin 

America and Caribbean and found that in rural areas, migration may reduce the incentives for land 

conservation because the land conservation activities are mostly labor intensive.  

Other studies have challenged these views, however.  As pointed out earlier, the worldwide flow of 

remittances has become one of the dominant sources of financial transfer to developing countries. 

The global remittance transfer is emerging as a substitute to traditional financial transfers such as 

official development assistance and foreign direct investment that were designed to help 

underdeveloped countries. To the greater extent than the traditional sources, the remittance transfer 

directly reaches the hands of the people who mostly need it, contributing to alleviate poverty right on 

the ground. To counter the decay hypothesis, for example, researches have pointed out that the 

longer duration of stay of migrants may not invariably reduce the size of remittances but instead may 

increase the remittances when a rise in income in the destination countries increase the capability to 

remit. This might partly or entirely oppose the view of possible weakening of ties with origin 

countries over time (de Haas and Plug (2006)). In addition, the cyclical fluctuations in economic 

                                                             
3 A far from complete list includes Stark (1978), Stark and Levhari (1982), Stark (1991), Taylor (1999), and Taylor 

(1986) who claim a positive effect of remittance. King (1996), Massey, et al. (1998), Papademetriou and Martin (1991) 

and Taylor and Wyatt (1996), on the other hand, observe the negative effects.  
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activities in destination countries explain most of the variations in remittance inflow rather than the 

migrants’ loosening ties with their home country (Puri and Ritzema (1999)). 

Besides, Amuedo-Dorantes and Pozo (2006) concluded that the increased remittance in receiving 

country provide a cushion for income risk for receiving migrants. An increasing number of studies 

indicate that economic and currency crises in origin countries tend to increase remittance transfers 

corroborating the idea that remittances serve to spread income risks and smooth consumption (Blue 

(2004)). Edelman et al. (1988) used a social allocation matrix (SAM) approach for a rural village in 

Mexico and found that there is a significant role of remittances from both domestic and international 

migration to affect economic activities in the village.  

The study by Adams and Page (2005) with the extensive coverage of 71 developing countries 

concluded that international migration and remittances significantly reduce the level, depth, and 

severity of poverty in the developing world. It is believed that international remittances flowing from 

north to south hemisphere have reduced poverty directly or indirectly. This result can be explained 

by the fact that the households in low income countries receive a very large share of their total 

household income from remittances. When these very poor households receive remittances, their 

income status changes dramatically, resulting in a large effect on poverty reduction (Adams (2004)). 

This study revealed that the mean income of a migrant household is 17.3% higher than a non-

migrant household. The shares of household expenditures on food, education, clothing, and 

recreation all increased with the availability of remittances.  

The evidences have been divided regarding the socio-economic effect of remittances in the short-run 

or in the long-run. The economic impact of migration can initially be negative through the lost-labor 

effect, but the positive consequences through remittance expenditure and investment may take 

decades to fully materialize. In a study of migration from five African countries to South Africa’s 

mines, Lucas (1987) concluded that migration diminishes domestic crop production in the short run, 

but enhances crop productivity and cattle accumulation through invested remittances in the long run 

and results in increased domestic plantation wages as well. Taylor (1994) confirmed that the 

combination of lost-labor and remittance inflow may originally have a negative effect on production 

in migrant-sending regions but have a positive impact in the long run. 

The positive effects were not universal in all parts of migrant-sending communities, however. de 

Hass (2007a) reveals that the extent to which the investment made by migrants fundamentally 

depends on the migrants’ legal rights in destination countries, the household’s income, and the 

specific political and economic conditions in the countries of origin. In some cases, remittances have 

enabled migrants to invest in land and cattle (VanWey (2005), de Haas (2006a)), in other cases 

remittances have generally not been dedicated to agricultural improvements and overwhelmingly 

invested in housing and land (Jokisch (2002)). Similarly, while in some cases most remittance-

driven investments have remained within the sending region (de Haas (2006a)), in other cases 

migrants prefer to invest in urban areas (McCormick and Wahba (2003)). 

The effects have been either positive or negative when observing the impacts in multi-dimensional 

social and psychological aspects. Siddiqui (2005) found that in some instances migration afforded 

children better educational opportunities whereas in others children’s education suffered because of 

the absence of their mothers. Likewise, most women reported greater confidence following 

migration but some felt guilty for the misfortunes that struck their families in their absence.  

For the case of Nepal, the studies carried out so far have been very limited, despite the fact that 

Nepal stands as one of the major remittance-recipient countries in the world. A NRB study 
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conducted in 2002 revealed that migrant workers in Nepal invested their money mainly for loan 

repayment, purchasing houses, land and jewelry and depositing in banks (NRB (2002)). In another 

study by Thieme and Wiss (2005) conducted in western part of Nepal found that there was an 

increased financial capital, education of children, migration specific knowledge and increased social 

capital in the remittance-recipient households. The study also showed that migrants were found to be 

sending their money back home personally or by informal hundi system.  

Bhadra (2007) observed the mixed impacts on the children of migrant mothers in Nepal: positive 

impacts were seen on the opportunities for education, health care and lifestyle but worsening 

psychology of their children as their mothers apart for a long time. By being able to earn an income, 

support the family financially and have the freedom of financial decision-making, traveling to 

foreign countries with new experiences, seeing new places, and meeting with people from different 

parts of the world and interacting with them brings the feeling of independence and confidence for 

the migrants and this effect impart to their immediate family as well.  
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CHAPTER 3 

RESEARCH METHODOLOGY AND SURVEY DESIGN 

3.1 Research Methodology 

This study employs the concept of impact evaluation to examine the role of remittances in socio-

economic indicators in the study area (see detail on the evaluation framework of this study in Box 

3.1). While this technique is specifically applied to identify the effects of a particular program, the 

study adopt this approach assuming that the receipt of remittance by households in the study area is 

regarded as a treatment and those household who falls on this group are known as treatment 

households. The counterparts who do not receive remittances offer the basis for providing a 

comparative judgment with treatment households and these households are called control 

households. Evaluations of such type are viewed as a state-of-the-art approach in order to achieve 

best evaluation of a particular treatment in any study area. The explanation that follows helps 

understand how the bias in estimation is eliminated when using the technique of impact evaluation 

by using propensity score matching (PSM) approach, one of the important semi-experimental 

approaches to conduct the impact evaluation.  

 

The following equation measures the average gains in socio-economic indicators as a result of a 

particular treatment: 

 𝑇 = 𝐸(𝑉1,𝑖 |𝑃𝑖=1)-E(𝑉0,𝑖 |𝑃𝑖=1)        (1) 

Here, the term E(𝑉0,𝑖 |𝑃𝑖=1) is a counterfactual which is defined as what would have happened in the 

treatment group in the absence of the program. The problem is that the counterfactuals are 
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unobserved and the evaluators never know what would have occurred in program participants in 

treatment group when the program was absent.  

When a simple mean difference is taken, as given in equation (2), between the variables in treatment 

and control groups to measure the treatment effect, it is subject to a bias as given in equation (3).  

𝑀 = 𝐸(𝑉1,𝑖|𝑃𝑖=1)- 𝐸(𝑉0,𝑖|𝑃𝑖=0)        (2) 

𝐵 = 𝐸(𝑉0,𝑖|𝑃𝑖=1)- 𝐸(𝑉0,𝑖|𝑃𝑖=0)        (3) 

This bias originates from two sources: selection bias and self-selection bias. The selection bias is 

defined as the bias resulting from the effect of the variables that determine the individuals to be 

allocated either in treatment or in control group. The household heads' occupation, education, wealth 

of few years ago, to name a few, belong to this category of variables. The selection bias is the matter 

of concern in this study. Certainly, there are factors that determine who will be going abroad for 

work and others will not. The PSM approach is capable of handling the issue of selection bias, which 

this study employs (see below for detail).    

The self-selection bias, on the other hand, occurs when some policy action determines whether they 

belong to control group or treatment group. The government, for example, brings a policy to help 

alleviate poverty in a particular region or offer help to flood victims, the people belonging to those 

regions automatically fall into the treatment group and others will belong to the control group. The 

self-selection bias is believed to be nonexistent in this study because there is no policy action from 

the government that focuses a particular group to send abroad for a foreign employment.  

When conducting impact evaluation, another aspect known as confounders must be accounted for to 

obtain unbiased results. The confounders are those variables that affect outcome variables in the 

absence of treatment and cause variations in those outcome variables. In other words, confounders 

are correlated with the intervention and may affect the outcomes, which confounds the intervention's 

effect. The examples of confounders include the variables that affect people’s decision regarding 

going abroad for foreign employment and they also affect socio-economic outcomes such as income, 

education and health decisions.  When the effect of confounders are failed to account for, this leads 

to a bias called omitted variable bias The problem associated with confounders is eliminated when 

the sample is selected in a random basis, which is what this study has pursued.   

As mentioned earlier, the PSM approach overcomes the problem of selection bias. This so-called 

best known and most used approach matches treatment households with similar control households 

using statistical modeling (Ravallion (2007) and Todd (2007)). The propensity score is defined as 

the probability of participation in a program as a function of several socio-economic and other 

factors. The selection bias is eliminated by ensuring that treatment and control groups can be 

compared in all aspects except that they have not received the intervention. The probability of 

participation in a program, known as propensity score, is obtained from estimating a logit or probit 

model with a set of observed characteristics as explanatory variables. This approach helps to 

calculate a score for everyone in the whole sample and then the households in the treatment and 

control group are matched accordingly with the propensity score estimated.  

3.2 Survey Design 

A survey entitled 'Impact Evaluation of Remittances: A Case Study of Dhanusha District' was 

administered in 459 households of 12 VDCs of Dhanusha district in order to garner information on 

multiple dimensions of socio-economic aspects of the households of both remittance-recipient and 
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non-recipient households. Of total households, nearly two-fifth of them were the households who 

had been abroad for foreign employment at least three years before the survey was conducted and 

they belonged to the households in the treatment group. The three-fifth households were chosen in 

the same VDCs who did not go for foreign employment abroad and these households belonged to the 

comparable control group. The data on the households who had been abroad was collected from 

district administration office in the district.  

Questionnaire 

The questionnaire was designed in such a way that it became possible to garner as much information 

as possible in all socio-economic aspects of households. The entire questionnaire was divided into 

eight sections, ranging the coverage from household profile to household information on health, 

education, income, expenditure, information access, and women empowerment. A separate section 

was designed for the households in treatment group that provided data on only remittance-related 

aspects.  

Sample Size  

The sample size was set as 459 households from 12 VDCs in Dhanusha district. The VDCs were 

chosen in a random draw from the total of 104 VDCs and one municipality in the district. The total 

number of respondents from sample VDCs has been presented in Table 3.1. 

Table 3.1: Distribution of Sample Size 
 

VDCs 
No. of Respondents Total 

Treatment Group Control Group  

Balabakhar 15 23 38 

Dhanushadham 9 18 27 

Khariyani 9 26 35 

Mahendranagar 42 24 66 

Nakatajhij 19 29 48 

Paterwa 18 23 41 

Sapahi 15 23 38 

Satosar 8 16 24 

Sonigama 13 23 36 

Thilla Yeduwa 8 16 24 

Yedukush 13 19 32 

Yagyabhumi 16  32           48 

Total 185 272 457 

 

Before conducting a final survey, a pilot survey was conducted in 10 households in order to avoid 

any limitations the initially designed survey questionnaire could have possessed. The entire process 

of data collection was carried out by the employees of NRB, Janakpur office. The data collectors 

were given orientation on questionnaire before they departed to collect the data. The STATA 

statistical software was applied for processing the quantitative data.  
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CHAPTER 4 

RESULTS AND DISCUSSION  

4.1 Descriptive Analysis 

This section of the report presents comparative analysis of the various socio-economic aspects of 

treatment and control households.  The comparison is first made based on the simple graphical and 

tabular presentation of the survey data. Then the results from a simple statistical approach called the 

test of mean differences are discussed before examining the complete rigorous analysis based on 

propensity score matching approach. While the first approach may lead to a wrong conclusion due to 

the possible existence of selection bias, they are presented here just to take a preliminary view on the 

data and see how they behave in treatment and control groups.  

To start out, the survey data showed that the average family size of treatment and control group 

remained almost similar: 7.1 persons in treatment group and 6.3 persons in control group (Figure 

4.1). This makes comparison a little straightforward with having less chance of distortions in 

outcome variables emanating from the family size. Turning to education level, both control and 

treatment groups were not also found to be much different. 8.3 percent members of the entire family 

members in the treatment group, for example, were reported to have School Leaving Certificate 

(SLC) Examination (equivalent to 10
th

 grade in Nepal) degree whereas 8.4 percent households 

reported this in the control group. The bachelor level degree-holders in the entire sample was almost 

non-existent. In treatment group such degree holders were only 0.5 percent and in control they were 

0.6 percent (Figure 4.2).  

 

In the study area, tube well was found to be the major source of drinking water. 87 percent 

households in the treatment group and 84 percent in the control group were using this source of 

water in their livelihoods. Only about one-tenth of 

the people in the survey area were using piped water. 

Comparing the use between treatment and control 

groups, the difference was minimal in almost all 

kinds of drinking water sources the households were 

using in the study area. The insignificant difference 

needs no further explanation because the provision of 

such utilities in the villages requires big infrastructure investment and they are not determined by 

individual household's affordability but rather to the extent the government provides such services in 

Treatment 
, 7.1

Control 
, 6.3

Figure 4.1: Average Family 

Size

2.4%

8.3%

0.5%2.4%

8.4%

0.6%

No Formal 
Education

SLC Above Bachelor

Figure 4.2: Schooling

Treatment Control 
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the villages. A little higher use of tube well water in the treatment group, however, can be attributed 

to the higher purchasing power of households in this group resulting from remittance income.  

For the use of toilet facility, the similar tendency was observed both in treatment and control 

households: 70 percent households in the treatment group used open toilet in the bushes and fields 

whereas in the control group it was 71 percent. Only around 17 percent of households in the study 

area were using flush toilet followed by little higher than 10 percent using pit toilet. The traditional 

means of toilet use in bushes and fields has been predominant in most rural parts which also found to 

be prevalent in the study area. 

 

Nearly half of the households in the survey area used wood as their major fuel to cook food in their 

households followed by straw, shrubs and grass (Table 4.1). As was expected that animal dung could 

be the major source of fuel in rural villages, it stood only in the distant third: only 2.7 percent in 

treatment households (6.9 percent in control households) were found to be using this traditional 

source of fuel in cooking their food. The use of LPG gas was little higher in treatment group (4.4 

percent) than in control households (3.8 percent).   

Table 4.1: Fuel Used for Cooking 

 

Group Electricity LPG Biogas Wood  
Straw/Shrubs/

Grass 

Animal 

Dung 

Agricultural 

Bi-products 
Total 

Treatment 2.5% 4.4% 1.9% 47.8% 35.6% 7.2% 0.6% 100% 

Control 3.0% 3.8% 2.0% 47.6% 36.4% 6.9% 0.2% 100% 

 

The impact of remittance earnings in the creation of human capital such as the investment in health 

and education has taken the central space in 

debates among academia and policy-makers. Many 

studies, as cited in Chapter 2, have revealed that 

the remittance-receiving households were observed 

to be spending a significant proportion of their 

income in health and education- related 

expenditure. This evidence was further substantiated by this study as well. An annual average 

16% 17%13% 11%

70% 71%

1% 2%

Treatment Control

Figure 4.3: Toilet Use

Flush Pit Bush/Field Others
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expenditure in education in treatment households, for example, was nearly six thousand more in 

treatment households than in control households, and for annual average health expenditures, it was 

three thousand more in treatment households than in control households (Figure 4.4 and 4.5) 

     

The women in a majority of the households in the study area gave birth in home rather than in 

hospital. A 33 percent births in treatment households took place in hospital whereas a higher 44 

percent in control households, a contrary that the behavior of remittance-receiving households 

regarding maternal health by giving birth in hospital was not as expected (Figure 4.6). It was 

reportedly heard during the survey that the services of child birth had long been provided by well-

experienced women working since long in the villages and people had much reliance on them when 

it was time to give birth by the women. In contrary to this tendency, however, a significant number 

of households in both groups were found to be giving regular vaccination to their children (85 

percent of them do this in both groups) (Figure 4.7). 

   

Access to information was found to be higher in treatment households than in control households. 

The ownership of media items such as radio, television, telephone and the DVD players all is higher 

in treatment group than in control. Telephone remained to be the most used means of communication 

in the study area, which was 93 percent in treatment households and 83 percent in control 

households. The use of television was found to be higher than the use of radio, indicating that the 

20,644.3

14,356.1

Treatment Control

Figure 4.4: Average Annual 
Expenditure in Education

10,587.6

7,603.0

Treatment Control

Figure 4.5: Average Annual 
Health Expenditure

Treatment Control

67%
56%

33%
44%

Figure 4.6: Child Birth

Home Hospital

85.26% 85.32%

14.74% 14.68%

Treatment Control

Figure  4.7: Regular Child 
Vaccination
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Radio TV Telephone DVD

72%
81%

93%

49%
62% 68%

83%

37%

Figure  4.8: Access to Information

Treatment Control

tendency of households had switched to adopt the new means of communication rather than relying 

on the traditional means (Figure 4.8).   

Land purchase had been the most favored means of creating wealth by remittance-recipient 

households. A 28 percent of households in treatment group purchased land during past three years 

whereas only 13 percent households in control group did this during the same period (Figure 4.9). 

The purpose of land purchase by the households in treatment group was mostly to use it for 

agricultural purpose (56 percent of households said this) while the rest reported that they purchased 

land for home construction purpose (Figure 4.10).  

   

Quite contrary to the general expectation, business ownership was found to be higher in control 

group than it was in treatment group. Only 9 percent of households had some sort of businesses in 

treatment group as opposed to 17 percent in control group. The explanation behind such unexpected 

tendency could be that the households in control group had already owned the businesses that 

potentially prevented them from going abroad.  

 

 

28%

13%

Treatment Control

Figure 4.9: Land Purchase in 
Past Three Years

Home 
Construction

44%

Agricultural 
Use
56%

Figure 4.10: Purpose of Land 
Purchase  of Migrant Workers
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Table 4.2:Annual Household Expenditure 

     

Particulars Treatment (NRs) % Control (NRs) % 

Durable Goods 9,988.5 4.8% 6,293.6 4.8% 

Clothes 19,051.9 9.2% 15,773.0 12.0% 

Food 64,192.2 31.0% 57,764.7 44.0% 

Alcohol 1,869.1 0.9% 1,332.1 1.0% 

Entertainment 1,453.6 0.7% 1,090.4 0.8% 

Tobacco 812.9 0.4% 637.8 0.5% 

Festival 15,992.9 7.7% 11,356.6 8.7% 

Wedding 47,122.0 22.7% 25,179.4 19.2% 

Home purchase and maintenance 41,110.7 19.8% 7,489.4 5.7% 

Transportation 3,931.1 1.9% 3,067.0 2.3% 

Others 1,805.4 0.9% 1,198.8 0.9% 

Total 207,330.3 100% 131,182.7 100% 

Monthly Average 17,277.5 
 

10,931.9 
 

 

In consistent with the belief that the remittance-recipient households use their income mostly in 

consumption, the treatment households in the study area were found to consuming more than the 

control households. The average monthly household expenditure in treatment group, for example, 

stood six thousands higher than it was in control group. Item wise, the food stood the major 

component in which a significant amount of household budget was spent for both types of 

households: it was 31 percent for treatment group and 44 percent for control group. The expenditure 

on wedding stood second in both of these households, which was customary because the wedding 

cost, particularly for the bride's side, is enormously high in the societies where the survey was 

conducted. In the treatment group, the expenditure on home purchase and maintenance took a 

substantial share (nearly 20 percent) of total 

household expenditures, which is consistent 

with the tendency that a significant proportion 

of treatment households purchased land to 

construct homes as explained above. The 

expenditure pattern of treatment households 

indicate that remittance earnings are mostly 

being used for non-productive areas such as in 

real estate and consumption.  

The use of financial services was also found to 

be higher in treatment group. A 32 percent of 

households in treatment group, for example, possess a bank account whereas in control group, it was 

only 29 percent (Figure 4.11).  

32%

29%

Treatment Control

Figure  4.11: Possession of Bank 
Account



 

16 Nepal Rastra Bank, Janakpur 

 

Impact Evaluation of Remittances: A Case Study of Dhanusha District July, 2012 

38%
42%

7% 5%

53% 51%

1% 2%

Treatment Control

Figure  12: Decision regarding Household's Financial Transaction

Male Only Female Only Both Don't Know

A marginal increment in women empowerment was also observed in remittance-recipient 

households. The decision regarding 

financial transactions, for example, 

was carried out both by male and 

female household members, which 

was observed in 53 percent of total 

households in treatment group as 

compared to 51 percent households 

in control group (Figure 4.12).  In 

other empowerment indicators, 

such as decisions regarding 

children’s education, child birth, 

women’s health, and involvement 

in social activities, the treatment households stood higher in making combined collaborative 

decisions by both male and female.  

 

A section in the survey administered questions only to treatment households. Based on the 

information collected from 185 households in this group, it was observed that 227 individuals had 

been abroad for foreign employment, meaning that 1.2 persons per household were leaving for 

foreign employment among treatment households. Surprisingly, among total migrant-workers, none 

of them were female, in contrary to the observation that total number of migrant workers in the 

country comprises a discernable fraction of women.   

Middle East was the most favorite destination of the migrants in the study area. Of them, 71 percent 

had been to Saudi Arabia and Qatar only whereas 14 percent had left for Malaysia. The migration 

expenditure per household was reported to have NRs 120,000, and most of the expenditure was 

financed by borrowing (91 percent) and only a trivial amount from savings (9 percent). The 

borrowing was reasonably expensive for these households. The average interest rate these 

households paid was 28.3 percent per annum, and of the total borrowings, mostly was from 

moneylenders who charged them nearly 40 percent per annum on average. Only 14 percent of total 

borrowings of these households was from formal bank and financial institutions at the average 

interest rates of 16.6 percent per annum.  
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The remittance income per household in the study area stood NRs 169,000 per year. This low 

income is consistent with the account described by the remittance-sending households who reveal 

virtually no improvement in their livelihoods even after receiving remittance income. To justify this 

fact, the majority of the households said that they left the country because they saw other people 

were leaving in their communities (81 percent of them said this).  

Table 4.3: Impact of Remittance on Socio-economic Indicators                       

(Simple Mean Difference Approach) 

   

Impact on 

Mean 

Differences 

(treatment - 

control) 

t-value 

Business ownership -7.77 -0.85 

Health problems -0.09 -1.88*** 

Water related diseases -0.02 -0.47 

Toilet use (open toilet vs. others) 0.02 0.35 

Ownership of  radio 0.11 1.97** 

Ownership of television 0.14 3.09* 

Land purchase 7.91 1.60 

Total landholdings -66.06 -1.53 

Log of net agricultural income -3.85 -1.30 

Ownership of telephone 0.07 1.20 

Ownership of DVD 0.09 1.31 

Daily radio Listening 0.05 1.11 

Daily television watching 0.07 1.65*** 

Possession of insurance -0.02 -0.75 

Possession of bank account 0.00 0.02 

Women’s decision regarding children’s education 0.04 2.05** 

Women’s decision regarding their health 0.16 1.49 

Women’s decision regarding child birth 0.00 0.08 

Women’s decision regarding their community participation -0.01 -0.25 

Women’s decision regarding household financial 

transaction 0.01 0.57 

Log of livestock income -3.56 -1.11 

Children’s study hours 7.57 0.84 

Working hours at home -15.52 -1.18 

Drop-out rate 0.27 1.01 

Log of educational expenses -3.64 -1.20 

*significant at 1 percent level, **significant at 5 percent level, *** significant at 10 percent level 

So far as the channel by which the workers send money home, 84 percent respondents said that they 

sent money through formal channels such as banks and financial institutions. Only 14 percent 

reported that they sent money through hundi and 4 percent remitted with their friends. In the study 
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area, most of the migrants were hardly literate because the average school year of them was 8 years 

and most of them had passed their school exams in second or third division. Such a low education 

level of migrant workers justifies the fact that the income of the migrant workers is meager.  

Now the statistical analysis of testing mean differences in various socio-economic indicators 

between treatment and control groups is conducted. The results presented in Table 4.3 show that in 

most of the variables, it is not observed any significant difference in mean values. While the test fails 

to reject the mean equality in these indicators, a majority of mean differences between treatment and 

control groups turn out to be positive, indicating that average treatment effect is larger. The 

ownership of television and radio, for instance, was found to be increasing in treatment households, 

which is as expected and also supported by the analysis presented above.  

These results should be interpreted with caution, however. As explained in the methodology section, 

the analysis based on plain simple mean differences is not free of selection bias that may lead to 

wrong conclusion. The semi-experimental approach proposed in this study is believed to overcome 

the problem of this bias and the results based on this rigorous analysis have been discussed in the 

next section.  

4.2 Econometric Diagnosis 

As mentioned elsewhere, the selection bias distorts the results and this bias arises when there are 

some variables that determine program participation. In the context of this study, these variables 

determine people’s choice of going abroad for work. The survey was designed to capture these 

variables and used them for the estimation. These variables include education, sex and religion of the 

household head, pension earnings, and land holdings, the type of floor, and the type of roof three 

years before. In conducting PSM estimation, a probit model was first estimated for the treatment on 

these variables as explanatory variables, and then based on these estimation (known as the 

probability of going abroad and also called propensity scores) the households in the treatment and 

control group are matched accordingly, and finally average treatment effects were calculated for the treated. 

Different approaches are available to match the treated and control households based on propensity 

score. Among others, Kernel approach of matching uses the information from all untreated 

observations to construct a match for a treated observation. However, untreated observations that 

have similar propensity score to the treated observation receive more weight than those that are 

dissimilar. The exact weight on each observation depends on Kernel distribution and its variance. 

The results presented in Table 4.4 confirm the substantial improvements in the results than the 

results in the previous section. The average treatment effects were found to be statistically 

significant for 15 socio-economic indicators now from this approach as opposed to only five 

indicators in the approach above.  

The results revealed that land purchase was substantially increased for the treated households after 

they started receiving remittances. Similarly, the significant positive effects were also observed in 

ownership of television, ownership of telephone, agricultural income, daily television watching, and 

the women’s decisions regarding education and financial transactions. The treatment gain was 

positive for other indicators, such as possession of land holdings, livestock income, possession of 

insurance, the prevalence of water-related diseases, but the gains are not statistically significant.   
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Table 4.4: Impact of Remittance on Socio-economic Indicators                

(Propensity Score Matching Approach) 

   
Impact on 

Average Treatment 

Effect on Treated 
t-value 

Business ownership -0.04 -0.82 

Health problems 0.10 1.18 

Water related diseases 0.08 0.92 

Toilet use (open toilet vs. others) 0.11 2.02** 

Ownership of  radio -0.08 -2.93* 

Ownership of television 0.09 4.86* 

Land purchase 12.61 2.13** 

Total landholdings 53.02 0.93 

Log of net agricultural income 3.99 2.74* 

Ownership of telephone 0.09 2.49** 

Ownership of DVD -0.29 -3.30* 

Daily radio Listening 0.16 1.67*** 

Daily television watching 0.16 2.05** 

Possession of insurance 0.02 1.01 

Possession of bank account 0.16 1.39 

Women’s decision regarding children’s education 0.06         2.67* 

Women’s decision regarding their health -0.15        -2.90* 

Women’s decision regarding child birth -0.23        -5.77* 

Women’s decision regarding their community participation 0.03        1.40 

Women’s decision regarding household financial transaction 0.06         3.80* 

Log of livestock income                  3.57                1.14 

Children’s study hours                  13.01                 1.85*** 

Working hours at home                 -0.90                -0.11 

Drop-out rate                   -0.01                 -0.11 

Log of educational expenses                    3.70                 1.76*** 

*significant at 1 percent level, **significant at 5 percent level, *** significant at 10 percent level 

The results in this approach differs from the results in simple mean difference approach for the 

reason that the PSM approach takes account of the biases that existed in simple mean difference 

approach. Children’s study hours, for example, was not significant in simple mean difference 

approach whereas it turned out to be significant in PSM approach after correcting the bias.   
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CHAPTER 5 

CONCLUSION AND RECOMMENDATIONS 

5.1 Conclusion 

A growing trend of remittances worldwide has drawn attention of both academia and policymakers 

in recent years. Remittance income is emerging as one of the most significant and reliable sources of 

external finances for many developing countries. Not only in the macro level, the contribution of 

remittances has been direct and sizable in migrant-sending households in micro level as well. A 

significant number of people in developing world are now receiving remittance earnings to finance 

their expenditures in home consumption, health and in children's education.  

The controversy, however, revolves around how remittances affect households' socio-economic 

aspects. There is no conclusive answer that remittances always throw positive effects on all 

dimensions of people's economic and social life. While some studies have shown that remittances 

directly contribute to reduce poverty level, others point out towards a cost of social and economic 

distortions that the migration causes. In particular, remittances contribute positively for children's 

better educational opportunities in one hand whereas children’s education suffered because of the 

absence of their mothers and fathers on the other. 

In middle of flourishing literatures coming out with diversified results, this study offers a 

complementary analysis on the existing literatures to add to the evidences presently available. This 

study is carried out in Dhanusha district of Nepal, a region where a significant number of people are 

migrating abroad to seek their better life.    

The study applies a semi-experimental approach called propensity score matching to evaluate the 

effect of remittance earnings on various socio-economic dimensions of migrant households. Twelve 

VDCs were randomly chosen in the district and a survey was conducted in 457 households both 

from migrant-sending households (treatment group) and non-migrant-sending households (control 

group). The survey administered the questionnaire that included a number of socio-economic aspects 

of households, including children's education, family's health, financial access, women 

empowerment, business ownership, and others.  

A preliminary comparative analysis between treatment and control households revealed that the 

education level was not found to be much different between migrant-sending and non-sending 

households. Because education benefits take a longer time to materialize but this study takes 

households in consideration who were abroad only for three years, the similarity between households 

in education level is plausible. Interestingly, the survey showed that very few people (less than one 

percent) were found to have college level degree both in treatment and control groups. This indicates 

that the people going abroad for foreign employment were mostly low-skilled workers, which raises 

concern for the policymakers that sending low-skilled workers abroad do not benefit both the 

migrant-sending households and the country in general.  

Both migrant workers and non-migrant workers were found to be using tube well as their major 

source of drinking water. A very low ten percent of them were using piped water. Moreover, it was 

not found any significant difference between treatment and control groups in the use of different 

kinds of drinking water available in the community. As with the education level, the significant 
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difference was not observed potentially for the reason that it is beyond the control of remittance-

receiving households to acquire piped water on their own due to a large investment such facilities 

require. For the toilet facility, the households in both groups predominantly used the open toilet in 

bushes and fields. Flush toilets were used only by 17 percent of households both in treatment and 

control groups.  

The effect was not observed also in fuel used by households for cooking. In both groups nearly half 

of the households used wood as their major source of fuel. Only about 7 percent of the households 

were found to be using animal dung as one of the sources of fuel in their households. LPG gas was 

used in cooking by trivial 4 percent of households both in control and treatment households. A 

majority of children receive regular vaccination in the study area and there is no significant 

difference in this pattern between treatment and control households.  85 percent of them do this in 

both groups.  

The important distinction between treatment and control households was observed in the expenditure 

in family health and children's education. Treatment households spent nearly six thousands more 

than the control households in children's education, whereas it was three thousands more in health 

expenditure in treatment households. This is consistent with the results of many studies that migrant 

workers spend more money in health and education when they start receiving remittance income.   

Information access has attained significant advancement in the study area. Importantly, access to 

information was found to be higher in treatment households than in control households. Television 

listeners, for example, were found to be higher in treatment households than in control households.  

Land purchase was another important transaction that treatment households were found to be 

involved in. During past three years, 28 percent of remittance-recipient households purchased land 

while only 13 percent belonging to non-remittance-recipient households purchased land. A majority 

of remittance-recipient households reported that they purchased their land for agricultural purpose.  

The consumption expenditure of treatment households was also observed to be higher than that of 

control households. Both of the groups spent a sizable fraction of their income on food and wedding 

expenses, besides land purchase. In the study area, the expenditure on wedding happens to be high 

because of the prevalence of dowry system. A close observation of expenditure pattern of treatment 

households indicates that consumption was mostly on unproductive areas.   

The use of banking services was more prevalent in treatment households. A 32 percent of 

households in treatment group, for example, have opened up a bank account as compared to 29 

percent in control group.  In addition, women empowerment in remittance-recipient households were 

was higher in treatment households. The decisions regarding financial transactions, children’s 

education, child birth, women’s health and involvement in social activities were made both by male 

and women, which was in greater extent in treatment group than in control group.  

The results from PSM approach also confirm these results, yet with a little difference in them for the 

reason that PSM approach addresses the problem of selection bias which could have existed in 

previous analysis. Average treatment gain was observed in 12 socio-economic indicators. The 

incidence of land purchase substantially increased for the treated households after they received 

remittances. Likewise, the ownership of television, ownership of telephone, agricultural income, 

daily television watching, and the household decisions regarding education and financial transactions 

received gain after remittance started coming into the households.  
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5.2 Recommendations 

Based on the analysis above, the following recommendations are forwarded for the policy 

prescription: 

i. The study revealed that the interest rates prevailing in migrant-sending communities are 

significantly high amounting to an average of 40 percent per annum. These rates were also 

observed to be quite higher in comparison to the rates charged by formal banking institutions. 

Due to unavailability of enough formal banking services in rural areas, the migrant workers 

heavily rely on informal sector to borrow money in order to finance their foreign trip. In this 

regard, the NRB has already made provisions to make loans available to the people who wish to 

go for foreign employment and this loan is counted as the loan allocated for deprived sector 

lending which is mandatory for A, B, and C class financial institutions. In fact, such loans have 

low interest rates but the problem is that people are seemed to be unaware about such provisions 

available to them. In addition, the existing provisions are a little complicated so a relatively low-

skilled individual who wants to go for foreign employment does not feel comfortable to acquire 

this service. Therefore, it is crucial to make people aware about the facilities already available to 

them on the one hand and make those services as uncomplicated as possible so many people 

would involve in the program on the other.  

ii. Home town associations (HTAs), which are mostly found in the communities of Mexican 

immigrants in the U.S., have been one of the effective means to enhance development in 

migrant-sending communities. Mexican government has started promoting such schemes by 

donating local projects (3 to 1 with a municipal match, see pp. 20, Ellerman (2003)). This hasn't 

yet seemed to materialize in the case of Nepalese migrants even though the large communities of 

Nepalese migrant workers, such as in Middle East and Malaysia, are already in existence. The 

government of Nepal should promote these kinds of schemes to attract funds for the development 

of migrant-sending communities. 

iii. Nepal is facing pressing problem of widespread unemployment among youth. The employment 

opportunities are virtually nonexistent in rural areas, yet still predominant in city areas as well. 

This situation led many youngsters to leave Nepal seeking employment in foreign countries with 

an expectation to make their life better. Literally speaking, Nepal is exporting unemployment by 

just allowing people to leave the country and seek employment opportunities abroad instead of 

trying to create employment opportunities for them. Even if this is the case, the irony is that the 

living standard of migrant workers has not improved as expected due to the fact that Nepal is 

sending mostly unskilled workers. While the national figure of remittance is enormously high, 

the survey revealed that per household remittance earning is trivial owing to this fact. The 

households were found to be saying that they were sending their beloved ones to foreign 

employment because no other option is available for them to stay within the country. The 

government, on the other hand, becomes reluctant to hold workforce within the country because 

the remittance earnings help achieve stable BOP on one hand and it relieves burden of mass 

unemployment on the other. In this regard, it looks urgent to take concrete measures to retain 

most productive workforce within the country.  

iv. The question regarding productive use of remittances has long been debated. There are several 

options available to make remittances productive. Among them are taxing the remittances and 

channel the revenue for productive use, issuance of remittance bond, outreach through 

microfinance institutions, and others (Carling (2004)). Of these approaches, the productive use of 
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remittances through microfinance institutions is considered to be most effective (see, for 

example, Bruyn (2006) for summary analysis and Bryun and Kuddus (2005) for detail). Since 

microfinance institutions have deeper penetration in rural areas, Nepal can consider utilizing 

these institutions to mobilize remittance earning in poverty-stricken areas.  

v. The expenditure pattern of treatment households indicate that remittance earnings are mostly 

being used for non-productive areas such as in real estate and consumption. This study revealed 

that there is no significant impact of remittance in the establishment of businesses by migrant-

sending households. This trend needs immediate amend by bringing appropriate policy measures 

to encourage remittance-recipient households to use their money in productive areas.  

vi. A 14 percent of remittance-recipients in the survey reported that Hundi had been one of the 

channels they are using to send their money from abroad. While NRB issued licenses to operate 

money transfer agencies and their number is growing rapidly, they seemed to be far from 

enough. Besides, the individuals who send money seemed to be comfortable with hundi rather 

than formal money transfer agencies. In this situation, the strong corrective measures are 

necessary to discourage the operation of hundi businesses. In addition, it is necessary of 

increasing networking of money transfer agencies to include many parts of the world where  the 

money is mostly coming from.   
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Appendix 
 

The questionnaire was administered in Nepali language but the English version has been appended here.  
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