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CHAPTER 1

INTRODUCTION

1.1 BACKGROUND INFORMATION

The history of migration is as much the history of human civilization. Humans have moved

into new areas in search of food and shelter since their emergence as a species. Ever since the

Stone Age, migration has led to the transmission of physical characteristics and diffusion of

cultural makeup including tools, habits, skills, customs, forms of social organizations and

furthermore, the unfolding of newer ideas and the spread of knowledge. The most important

migratory movements in history were the Gothic forays through the 3rd to the 6th century

A.D., the Arab invasions in the 7th and 8th centuries, and the invasions of the Ottoman Turks

in the 14th to the 16th centuries. But from 17th century onwards, migration became a matter

of individuals and families rather than nations or mass groups. The basic motive for venturing

into distant lands now became the quest for better economic opportunities and improved

living standards rather than just food and shelter. The Industrial revolution gave rise to an

important trend of international migration that of the great movement of people from rural to

urban centres in virtually every country and the travel from low-levels of social depravity to

higher levels of economic prospects. [Pandey, Nishchal N.; (April 2005). Institute of Foreign

Affairs, Policy Study Series V: Labour Issues and Foreign Policy.]

With the ebb and flow of time and the innovations in easy air travel, communications and

improved productivity; migration was not necessarily a ‘permanent relocation’. By working

in a factory thousands of miles away, now a “migrant worker” can send money back to his

family in the remote hills of his country and also return for a reunion during holidays.

Foreign employment became a major source of national income for many developing

countries.
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1.1.1 Migration and Safe Migration

Movement of people to other countries in search of employment is by no means a new

phenomenon because labour mobility has been an important and essential feature of the

economic and social development of societies throughout human history. Labour migration

for overseas employment has become a topic of popular attention of various labour surplus

countries in recent years especially after the speedy globalization. Migration is a relatively

permanent moving away of collectivity, called migrants from one geographical location to

another, preceded by decision making on the part of migrants on the basis of hierarchically

ordered set of values or valued ends and resulting in changes in the international system of

migrants. It is a physical transition of individual or from one society to another. This

transition usually involves abandoning one social setting and entering another and different

one. The mode of changing of place of domicile may be permanently or when temporarily for

appreciable duration. It is used symbolically in the transition from one surrounding to another

in the course of achieving better human life.

The movement of population has been essential component of economic development, social

change and population dynamics. The recent trends in Asian Labour migration are

characterized by changing destinations from Middle East to fast growing economies in Asia

and Pacific region. There is a trend of temporary migration of labour from underdeveloped to

developing and developed countries with a clear domination by outflows of semi-skilled and

unskilled workers. The trend also encompasses explosive growth in irregular migration and

commercialization of the recruitment businesses. The recent movement of labour from

underdeveloped countries on temporary basis, first o the Middle East and later within Asia

has certain distinctive features. There is worldwide phenomenon in which millions of people

move out from their normal place of residence to alien lands in search of better future,

fortune, comprises different patterns depending on the socio-economic factors relevant to the

period and places of origin. At present, virtually all developed nations and the rising nations

receive immigrants from variety of less developed countries and immigration rapidly

transforming the social and economic composition of sending and receiving societies alike.

Safe and systematic labour migration is a process as well as outcome of cross-border

recruitment and placement, willingly based on informed choice with promised terms and

conditions of employment. It is determined by various factors including migration,



3

cooperation among the source and destination countries on matters of protection of migrant

legal, authorized, documented and regular migration. Regularity and safety at source, transit

and destination; compliance to national and international standards by both the source and

destination countries; knowledge-based, skill-based and information-based migration,

cooperation among the source and destination countries on matters of protection of migrant

workers (including undocumented workers); access to labour markets and prevention of

illegal migration. Basic indicators of safe migration include pre-departure capacity

development through proper orientation on dynamics of migration; effective service delivery

for migration for facilitated departure and transfers till job placement; decent employment

conditions; proper documentation and information; bilateral labour agreements between the

sending and receiving states; worker-friendly policy and law; on-employment monitoring and

supervision; grievance handling mechanism and counseling services; safe and reliable

remittance services; safe return and reintegration of migrant labour.

Safe migration is determined by voluntary, willful and informed movement of people abroad

for employment, study, family reunification, business or personal factors whereas the unsafe

migration is caused due to forced migration which includes people leaving their countries to

escape persecution, conflict, repression, natural and human-made disasters, ecological

degradation, or other situations that endanger their lives, freedom or livelihood. Forced and

unsafe migration leads to human trafficking and smuggling for 3-D work: dirty, dangerous

and difficult. [Pathak, Pratap Kumar. (2005, July). The Free Market: Sustainable Foreign

Employment: Is it Possible in Nepal?].
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1.1.2 Nepalese Migration History

The history of Nepalese working abroad started from the recruitment of Gorkha soldiers since

April 24th 1815. On the conclusion of the Anglo-Nepali War (1812 – 1815), the British East

India Company, impressed by the extraordinary bravery and fighting qualities of the

Nepalese, raised the first Gorkha regiments. After the independence of India in 1947, six

Gorkha regiments were allocated to the Indian Army while the remaining four to the British

Army. With the Hong Kong handover to China and the overall reduction in the strength of

British armed forces, the number of British Gorkhas was gradually reduced from 8,000 in

1997 to approximately 3,500. There are additionally 60 thousand Nepalese currently serving

in the Indian Army and other government services of India in various capacities.

An approximately one lakh fifteen thousand ex-servicemen and other Indian Government

pensioners reside in Nepal. Their total annual pension is more than Rs.800 crores. The

Gorkha soldiers have always played an important role in the country’s economy. The cash

flow derived from annual pensions, remittances to families, or monies taken home in a lump

sum by discharged veterans or by service personnel on leave have represented a major source

of the country’s foreign exchange.

Realizing the imperatives of the foreign employment in the economic growth of the country

His Majesty's Government of Nepal introduced Foreign Employment Act in 2042 B.S. (1985

A.D) and joined the employment market by sending its surplus manpower abroad for the

employment. But in reality the outflow of the Nepalese workers from the country in

considerable number started after 1990. The pace of the foreign employment increased

dramatically after 1996 and the consequent shrinking of economic opportunities back home

compelled Nepalese youth to look for alternatives elsewhere. With 42 percent of the total

population living below the poverty line and garment, carpet and pashmina production

declining due to overall slowdown of global financial system, the only sector that is

sustaining the ailing economy is the remittances generated from Nepalese labour force

working abroad. Of late, foreign employment has become the most important sector for the

sustaining of the country’s economy. In an average 200 youths leave Nepal for employment

overseas. Massive unemployment inside the country is the main reason behind this upsurge in

venturing out to distant lands. Among the total population of 23.1 million, 47 percent are

underemployed. According to one estimate, annually 300,000 to 350,000 new Nepalese
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labourers enter the market. Out of these new entrants, 30 to 40 thousand find jobs within the

country; about 100,000 go abroad and the rest remain in the country without a job.

Although officially, Nepal has opened 108 countries for Nepalese workers, there is an

estimated half a million to 700,000 mostly unskilled and semi-skilled Nepalese labourers

working in the Arabian Gulf. Although, they have now started going in large numbers to

other regions as well, the Gulf region has more Nepalese workers than anywhere else in the

world. Despite this link, Nepal’s relations with Gulf countries have been an oft-neglected

aspect of Nepal’s international relations exercise. [ Pandey, Nischal. N. (April, 2005). Labour

Issues and Foreign Policy. Kathmandu. IFA Publication].

1.1.3 Understanding Nepal’s Foreign Employment

As the output of migratory movement, foreign employment is the engagement in income

generating job in the country of which the worker is not the national. A decent employment

in the foreign job market calls for ensuring the rights of migrant workers, advancement in

job, social protection and worker-friendly environment, safe return and reintegration. As the

strategic dimension, foreign employment expands and diversifies the job markets, develops

skilled human resources, uses migration as vehicle for acquiring new skills and know-how,

and strengthens the economic diplomacy. In its developmental dimension, it reduces the

consequences of unemployment, generates greater foreign exchange earnings through

remittances, increases the rate of savings and increases the social returns on investments in

human resource development. Underscoring its social dimension, it is more concerned with

ensuring the decent employment and healthy social well being.

As a labour exporting country, Nepal is in line to promote labour migration for two basic

reasons comprising of domestic unemployment pressures and earning of foreign exchange in

the form of remittances. As a major contributing source of remittance, migration for foreign

employment in Nepal has been regarded as a safety valve for domestic unemployment and

meeting the aspirations of undereducated and educated workers for higher wages. It is

estimated that above half a million Nepalese workers are working abroad as documented

migrant workers. But the estimated total number of Nepalese workers is more than a million

including the undocumented migrant workers.
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The realities of foreign employment are worth to assess here. Very little have been talked

about the cost of foreign employment within the framework of national economy despite

heavy burden of migration costs both in terms of social, economic and psychological costs. In

reality, foreign employment is associated with hassles, abuses and exploitation. It is almost

trapped into the nexus of migration and human trafficking. Human trafficking and smuggling

crime networks are quite effective in comparison to the legal regime of the countries using

the opportunities of migration. The cases of social disorders and family breakdowns have

been significant while appraising the impact of foreign employment. Reflections of excessive

economic and social dependencies towards foreign employment have been experienced due

to ever increasing willingness among the youths to enter into foreign job markets beyond the

knowledge-based and skill-based capacity. Most of the labour receiving markets desire to use

unskilled workers from the developing world due to luring to cutting down the labour costs to

be competitive in the markets of goods and services. Too little is known about the remittance

behavior of the highly skilled migrant workers than that of semi-skilled and unskilled. Non-

professionalism, lack of direct access to employment market, market promotion ability and

willingness to have the social accountability among the private recruiting agents are critical

realities while assessing the environment of foreign employment in Nepal.

There is almost the buck-passing tendency and rent seeking behaviour among government

agencies and private sector as well as the components of civil society used to work as the

watchdog of migrants’ rights and interests. Rational ignorance has been shown by the

agencies of government and private sector along with diplomatic missions against the spirit

of decent foreign employment. None of the states, sending and receiving, have shown

accountable behaviour for ensuring decent migration. There is never ending reluctance in part

of labour receiving states and lack of persuasive move by the labour sending countries to

agree on bilateral Memorandum of Understandings, which are the instruments regarded for

decent employment for migrants. The non-intervention by states of origin and the destination

has barred from producing the desired levels of conditions of labour migration. Despite the

fact that there are irregular channels for human export, no country is serious about the issue

of undocumented and irregular migrants.

Foreign employment has not been placed as integral component of national economy, neither

treated as national priority or any substantial mainstreaming efforts. No move has been

forwarded towards a gender-sensitive safe migration policy with a rights based approach.
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There is no labour budgeting and investing plan despite of its significant contribution to

national economy. The pitiable reality is that there is no clarity in the systems of foreign

employment practiced so far whether it is state-regulated or state-managed, state-monopoly

or privatized. As the consequence, there is no efficient, appropriate, adequate and effective

policy and institution for fostering safe migration and promoting foreign employment in the

interest of national. [ Pathak, Pratap Kumar (2005, July), The Free Market: Sustainable

Foreign Employment: Is it Possible in Nepal?].

The categories of manpower available in Nepal are broadly classified into four groups.

 Professional

 Skilled Technicians

 Semi skilled

 Unskilled

Professional categories:

 Managers

 Engineers of different stream like computer, civil, mechanical and chemical etc.

 Medical doctors

 Scientist in various fields

 Professors/ Teachers in various fields

 Chartered/ Cost Accountants

 Geologists/ Soil specialist

 Architects/ Planners

 Banking specialist

 Travel and Tour operators

 Accountants

Skilled Technicians:

 Diploma Engineers

 Pharmacist

 Labouratory technicians

 Medical assistants

 Paramedics

 Foreman, Electrical, Mechanical, civil etc.
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 Chefs

 Construction supervisors

 Quality Surveyors

 Welders

 Carpenters

 Building Painters, Spray Painters

 Steel fixers

 Masons

 Tile fixers and Plasterers

 Plumbers

 Pipe fitters

 Steel Fabricators

 Drivers, Heavy and Light

 Drafts men

 Waiters, Cooks and Bakers

 Security Guards

 Operators: Machine, Laundry, Shovel, Bulldozer, Power tailor, Computer

 Gold Smith

Semi-skilled:

 Electric Helpers

 Mechanical helpers

 Sky folders

 Glass cutter

 Mason helpers

 Washer men

 Pressmen

 Office Assistants

 Waiters

 Assistant cook

 Kitchen helpers

 Barbers

 Gardeners

 Shop assistant

 Salesmen: Timekeeper, Office boy etc.
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Unskilled:

 Construction workers

 Cleaners

 Watch men/ Guards

 Agriculture labourers

 Industrial labourers

 Office boys

 Room Boys

Inward Remittance through Migration: A Global Perspective

Inward remittances are basically foreign exchange, which is remitted by people who are

living abroad to their own countries. The earnings of a country by remittances are shown in

the Balance of Payments statistics of each country and the accounting is prepared according

to the guidelines prepared by the International Monetary Fund. The International Monetary

Fund separates remittances into three categories; Workers remittances from workers who

have lived abroad for more than one year. It is recorded under the headings ‘Current

Transfers’ in the current account of the balance of payments. The wages salaries and other

compensation received by border, seasonal and other workers (such as local staff of

embassies), who have lived abroad less than a year are recorded under the ‘income’

subcategory of the current account. Migrant Transfers are reported under the capital transfers

in the capital account. The above definition does not include transfers through informal

channels – such as remittances send through friends, family members, Hundi or remittances

send in kind such as jewelry and other consumer goods. Although the headings migrant

remittances goes only to the workers who lived abroad more than one year but other heading

captures the extent of workers remittances better than the data reported under the headings of

workers remittances alone. For example, in the Philippines remittances send by the seasonal

workers through the banking system exceed the remittances from the workers remittances.

[Pant, Rameswori (2005, April), Nepal Rastra Bank Samachaar: Remittances and Development in

Developing countries].
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1.1.4 Characteristics of Remittances

The characteristics of Remittances are as follows:

a. Remittances are one of the least volatile sources of foreign exchange earnings for

developing countries. Other kinds of capital flows tend to rise during the period of

economic boom and falls in the recession. But experience has showed that remittances

tend to be counter-cyclical and showed stability over the period. During the economic

downturn in the developing countries workers are encouraged to migrate abroad and

begin to transfer funds to families left behind so that the consumption pattern cannot

be changed. Those already abroad also increase the money then send to their family at

home. During the period of Asian Financial crisis private capital flows and even the

FDI also declined, in the crisis hit countries, while the remittances have continued to

rise. Sometimes remittances do respond to dramatic changes to economic activities in

recipient countries. After the crisis of late 1990’s, it brought dramatic changes in the

investment climate of the Philippines.

b. Remittances may remain stable even in the economic downturn in source-developed

countries. If the migrant workers are forced to return to their home countries they may

bring back their whole savings. This has happened during the Gulf War of 1990’s

when many Indian workers were forced to leave but remittances income to India did

not decline.

c. If the remittances income is invested by the receiving countries it is not easily

withdrawn as the portfolio equity flows from the developed countries. Workers are

more likely to continue to invest in their home countries in spite of economic

slowdown because of the ‘home bias’ in investment.

d. Remittances constitute a transfer directly from relatively richer to relatively poorer

individuals or households and mostly from children to parents. The amount from

remittances is higher and or more frequent in certain seasons or periods, when people

need more money. However, it may vary by migrant group due to cultural or religious

dates such as New Year, Dashain, Deepawali, Christmas, and Ramadan etc.



11

1.1.5 Factors Determining the Remittances Income

The factors that determine the remittance Income are as follows:

a) Number of migrants and the length of stay: An important factor is, of course, the

number of migrants. It is natural that if more migrants went for work abroad and if

they stayed for a longer period they remit more. But, according to the study of the

World Bank, temporary migrant workers tend to remit a larger portion of their income

than immigrants who plan to settle down. The temporary workers who have planned

to return home soon have the ties with family left behind. The propensity to remit

(Remittances as a share of income – R/Y) has been believed to decline with time. The

remittance behavior of the migrant workers also varies with skill and gender. The

skilled workers may earn more and send a large nominal amount than unskilled

workers. The unskilled workers may send a larger share of income. Woman are

believed to remit a larger proportion of income and more regularly than man.

b) Macro Economic Activities: The nominal remittances send by the migrants depend

upon the comparative macroeconomic activities of the migrant sending and receiving

countries. If the labours sending economy is in expansion phase then the remittances

enters in the form of cash. Similarly remittances enter through the formal channel if

the banking facilities are provided in the rural sector. In case the economy is in

contraction phase the remittances enters in the form of kind.

c) Foreign Exchange Regime: Whether the migrants sent remittances through formal or

informal channel would depend on the difference between the official exchange rate

of domestic currency and the black market rate. If the recipient country has parallel

foreign exchange market, then the remittances enter through the informal channel.

Because the unofficial market rate is always higher than the official exchange rates

used by the banks for converting the remittances into the local currencies.

d) Level of Education: The level of education of the migrants also determines the

amount and the channel of remittance. The educated migrant knows well the banking

system and the advantage of sending money through the banking channel. The

uneducated migrant prefers to send through the informal channel.

e) Political Stability: The political stability of the migrant sending country determines

the amount of the money send to the country. In a politically stable country there is a

positive investment climate, which can make effective utilization of remittances.
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1.1.6 Importance of Remittances

Remittances are important to the receiving countries at the micro and macro level. They

increase both the income of the recipient and the foreign exchange reserve of the recipient’s

countries. Remittances generate positive multiplier effects in output if they are consumed,

and contribute to output growth in the country if they are invested. Pant further emphasizes

on both the micro & macro level implications of inward remittances to its recipients & the

nation as a whole.

Micro and Macro Implications

Mostly remittances are used for basic subsistence needs and for daily needs and expenses

such as food, clothing and housing. These three components make up a significant portion of

the income of the recipients household. They are also used for improving housing, buying

land (in urban areas also), buying cattle and buying durable consumer goods. Remittance also

is used in social cultural life (birth, wedding, death) and loan repayment of the migrants

(often loan to pay for const of migration) and the family. At an individual level remittances

increase the income and reduce the poverty of the recipient’s. As the purpose of the

remittances is to meet the daily basic needs they tend to be stable over time and may even rise

in times of economic difficulties in the recipient countries. Generally in the developing

countries only a small percentage of remittances are used for savings and used as ‘productive

investment’ such as income and employment generating activities as buying land or tools,

starting a business and other activities. The biggest contribution of remittances is to the

welfare and improved livelihood of the receiving household – be it in terms of basic

necessities such as food or clothing or better health or education. However the money spent

on better education of the children and health are believed to have a favorable effect on

growth, which tends to help in output production. Rural households tend to consume more

domestically produced goods and hence generate larger multiplier effects than urban

households.

At the macroeconomic level remittances provide significant sources of foreign currency, and

contribute to the balance of payments. They are used for financing the imports and increase

national income. Remittances also contribute to the expansion of communication services,

courier companies as well as money exchange services, which contribute to the expansion of
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economic activities and increase the employment opportunities. Remittances also have the

history of dramatically changing the investment climate of the Philippines after the Asian

Financial Crisis of the 1990’s.

1.1.7 Inward Remittance Business in Nepal

Nepal is one of the world's poorest countries, with a population of around 27 million and a

per capita GDP of under US$1. It is also landlocked, between India and China, and

mountainous, situated between the Himalayas and the plain of the Ganges River. Agriculture

remains a major source of livelihood, and tourism is also important.

But one of Nepal's major exports is labour, and most rural households now depend on at least

one member's earnings from employment away from home and often from abroad.

The Labour Act of 1985 has facilitated arrangements for Nepali migration to about a dozen

specified countries, but the government has failed to develop a coherent labour export policy.

Every five years, the government of Nepal produces a plan as a policy guideline. Although

the current 10th Plan recognizes both the contribution remittances make to the national

accounts and the increasing demand for Nepali workers abroad, the government is struggling

to keep up with these trends.

In the last decade, foreign labour migration has become a major feature of Nepal's economy

and society. Approximately 700,000 Nepalese work "overseas," meaning beyond India,

mainly in the Middle East, East Asia, and Southeast Asia. About five percent of these are

women. At least another 700,000 work in the private sector in India, and 250,000 in India's

public sector.

Although average earnings are low and individual remittances relatively small, the aggregate

value of money sent (or brought) back to Nepal from India has been substantial — probably

between 25 and 30 billion Nepalese rupees (NRs), or about US$450 million to US$500

million, in the mid-1990s according to a study by Seddon, Adhikari, and Gurung.

In total, it was estimated in 1997 that the value of remittances from countries not including

India amounted to between 25 and 30 billion Nepalese rupees (NRs), or between US$450
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million and US$500 million — about the same amount thought to be coming from India. The

bulk of these remittances came from Southeast Asia (Malaysia, Singapore, and Brunei) and

the Far East (Hong Kong, Japan, and Korea).

That number, combined with the remittances from India, would be between 50 billion and 60

billion NRs — nearly US$1 billion and between 18 and 22 percent of Nepal's GDP — a very

substantial contribution to the national accounts and the national, regional, and household

economies.

1.2STATEMENT OF THE PROBLEM

It was only after the Gulf War which prompted the countries in the Middle East to open their

door demanding for labours so as to restructure their shattered economy. As a result of this a

greater pool of workforce from South Asian countries have started going to the Middle East

to overcome the problem of unemployment in their country of origin.  Since then the number

of people going to the Middle East and Malaysia are in an increasing trend and the flow of

people going to these countries dominates the flow of people going to other countries. Nepal,

unable to overcome its ever increasing problem of unemployment, has not been an exception

to these.

The Eighth Development Plan (1992 A.D. – 1997 A.D.) was a major turning point and was

the first government move towards the upliftment of the foreign employment for Nepalese

going abroad for employment. Manpower agencies started providing the service as a

facilitator helping nepalese people going in search of employment. Manpower agencies then

started mushrooming up and today they are situated in every nook and corner of the city.

Many fraudulent cases have emerged as a result of manpower agencies indulging themselves

into wrong practices. This has posed a threat to the currently boosting foreign employment

industry which would ultimately hamper the inward remittance business flourishing in Nepal.

Inward remittance business though seems booming at the current stage in Nepal it has been

facing controversies as huge volume of it enter inside the country through improper channels.

This on one hand hampers in the process of official data collection for finding out the volume

of inward remittance on a yearly basis and on the other hand it involves risk of forgery while

sending money through improper channels. Whatever may be the mode of its entrance, the
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importance of the inward remittance has now been identified. Recognizing the development

potential of these flows, the study “Economic Implications of Foreign Employment and

Inward Remittance Business In Nepal” explores some key questions that still remains

unanswered such as the impact of international migration and remittance on the

underdeveloped country like Nepal, its impact on poverty, GDP and many more.

1.3CONCEPTUAL FRAMEWORK

Various researches have been conducted internationally on the issue of international labour

migration and remittance economy but in the Nepalese context, it is found that very few

researches/studies have been conducted to analyze the economic impact that the inward

remittance might have due to the international labour migration. Despite of those lacking, this

study tries to identify the features, characteristics, levels and trends of the Nepalese

international labour migration on one hand whereas on the other hand it tries to explore the

impact that the inward remittance sent by these labours have on the overall economy of the

country.

With the increase in the number of workers, the inflow of remittances has also taken an

upswing. Moreover, because of the policy steps taken for enhancing the inflow of remittances

to the country through the official mechanism the share of remittances coming through the

official channel has gone up. The mounting remittances have led to a surplus in the current

account, thereby strengthening the overall balance of payments position. Despite of such a

large volume of inward remittances soaring inside the country as a result of booming

international labour migration from Nepal, there still remains some questions unanswered.

On the basis of the above mentioned review of literature this study hence identifies the

questions which need to be answered so as to be clearer on the impact of foreign employment

and inward remittances for the overall economic development of the country. Its impact can

be shown as follows:

Figure – 1.1: Impact of Remittance

Outflow of
labor

Increase in
Remittances

Effects in micro and
macro level

Effects Employment
Level

Effects in Poverty
Level
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This study, on the basis of the survey conducted at various areas where the concentration of

people going abroad for foreign employment is higher, tries to explore the above mentioned

issues.

1.4OBJECTIVES OF THE STUDY

Considering the above given points the main objective of this study is to analyze the

economic impact of the foreign employment and inward remittance entering inside the

country. Other major objectives of this study are as follows:

 To study the current state of foreign employment in Nepal, major countries of

destination and the flow of people going abroad for foreign employment.

 To study the nature, mode and volume of inward remittance generated from the

foreign employment and the difficulties faced in obtaining these figures.

 To study the nature and possibility of investment opportunities for families

receiving the remittances from abroad and also study about the employment

opportunities for Nepalese returning back home from abroad.

 To study both the micro and macro economic implications of the inward

remittances and its contribution in our Gross Domestic Products (GDP)

 To identify key problems facing the foreign employment industry in Nepal and

make suggestions so as to improve it for the betterment of Nepalese going

abroad for foreign employment which in turn would help the economy to

prosper.

1.5FOCUS OF STUDY

Foreign employment is cited as the most suitable remedy for the ever increasing

unemployment problem prevailing in the country in today’s context. Various manpower

agencies have been working as a facilitator helping people who want to go abroad for better

employment opportunities hence bridging the gap between the larger pools of idle workforce

available in our country to meet the demand of larger workforce in other countries. This has

given rise to international migration not only in Nepal but is seen worldwide.
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Positive consequence of people leaving ones country of origin is that their earnings in the

destination country would enter inside the country of origin in the form of inward remittance

whereas the brain drain from the country of origin can be a biggest threat to it and can be

taken as a negative consequence.  The main focus of this study is to analyze more specifically

the pros and cons of the foreign employment and inward remittances and its economic

implications. The study is expected to create awareness amongst Nepalese going abroad in

search of better employment opportunities. Other bodies benefiting from this study would be

the various government bodies especially the Ministry of Labour. This would help them

create employment opportunities inside the country or even device skillful training

programmes which would help Nepalese going abroad get highly paid jobs.

1.6LIMITATIONS OF STUDY

This research explains and analyzes the subject matter with the help of published data and

surveyed data, therefore as a conclusion oriented research, it doesn’t concern with

fundamental and decision oriented research. Considering the above matter, following are the

limitations of the research:

 Since very few researches have been done in this area in the context of Nepal, the study

depends upon the published data and data gathered from the survey.

 This study is only concerned with the economic impact (Micro and Macro Level) of

inward remittance to its recipients and ultimately to the country as a whole that has

resulted due to the booming foreign employment opportunities.

 Since large volume of inward remittance are entering inside the country through informal

channels official data collection excludes these figures. However various efforts were

made to cover these data to the extent possible.

 The study is mainly based on the published secondary data and data gathered from the

survey conducted at various places i.e. primary data gathered from related sources hence

the reliability depends on it.

 This study was conducted to fulfill the requirement of the MBA program of Pokhara

University for a prescribed time, not for generalization purpose.

 As a research student the study is unbiased but resources and time period is limited.
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 The truth of the research result is based upon the available data from the survey and other

sources.

In this study Nepal Rastra Bank, Central Bureau of Statistics, National Planning Commission,

Ministry of Labour and Public Information Centre (PIC) is taken as basic source of secondary

data. Primary data are restricted to the ones collected during the survey from certain highly

emigrant concentrated locations.

1.7ORGANIZATION OF THE STUDY

The study is divided into five chapters as follows:

Chapter 1: Introduction

 Background Information

 Statement of the Problem

 Conceptual Framework

 Objective of Study

 Focus of Study

 Limitation of the Study

 Organization of the Study

Chapter 2: Review of Literature
This chapter would be devoted for the brief review of literature available. Conceptual

framework about the modality of the inward remittance entering inside the country is

briefly reviewed. Review from published books, journals (articles), websites etc would be

included in this chapter.

Chapter 3: Research Methodology

This unit would present methodology used in the study. It consists of following subtopics:

 Research Design

 Population and Sample

 Sources of Data
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 Tools for Analysis

 Methods of Presentation and Analysis etc.

Chapter 4: Data Presentation and Analysis
In this chapter, data collected from various relevant sources would be presented and

analyzed using various statistical and non-statistical methods. The data from the selected

sources like Nepal Rastra Bank, Ministry of Labour, Central Bureau of Statistics,

National Planning Commission, would be taken into reference. Tables, Bar Graph, Pie

Chart, and Line Graph etc would be used for presentation of data. Various statistical tools

would also be used for analysis of data.

Chapter 5: Summary, Conclusion and Recommendation

This chapter is for major findings, summary, conclusion and recommendation.

Bibliography and appendices are incorporated at the end of the study.
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CHAPTER 2

REVIEW OF LITERATURE

The present research aims to analyze the economic impact of foreign employment and inward

remittances entering inside the country. For this purpose, a review of related literatures in this

concerned area is a must which will help me to get clear ideas, opinions and other concepts.

'What other has said? What other has done? And what other have written?' these all and other

related questions are reviewed which has provided useful inputs in this research work. This

chapter emphasizes about the literatures which were concerned in this connections.

Therefore, in this chapter conceptual frameworks given by different authors and intellectuals

of this area, books, journals, research works, and previous thesis related to labour migration

and inward remittances are reviewed. Moreover, labour migration issues and inflow of

inward remittances are reviewed and an attempt has been made to present them properly.

2.1 CONCEPTUAL/ THEORETICAL REVIEW

2.1.1 An Overview of Labour Migration

Over the past three decades, policies in the area of labour migration have developed along

four major paths: growing restrictiveness and selectiveness in the admission of labour

migrants in developed countries; a significant increase in the number of countries,

particularly developing countries that have become host to foreign workers; the rising

recognition that the rights of migrant workers and their families need to be protected and; the

adoption of regional agreements on the free movements of people. [UN, (2002). International

Migration Report – 2002. United Nations, New York]

Globalization of integration of regional economies has added impetus to the growing mobility

of workers across abroad. In Asia the movement of labour is becoming an important and

enduring phenomenon associated with economic growth and development since it eases skill

imbalances in labour markets and provide broad cultural and economic benefits for sending

and receiving countries. Migrants’ remittances, for example, are now a valuable and stable

source of foreign exchange to many origin countries. At the global level, the importance of
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migration to development is now reflected in the fact that it has become the part of agenda of

multilateral institutions, as for example in the trade negotiations within the framework of

General Agreement of Trade and Services (GATS).

While market forces are driving labour migration, there are several signs of market failure

associated with its related processes. A number of risks have been associated with migration

including trafficking and forced labour, recruitment malpractices such as fraudulent job offers

and exorbitant placement fees, debt bondage, sexual and physical harassment, employment in

hazardous jobs, and under or non-payment of wages. Experience suggests that state

intervention through appropriate regulatory institutions and measures are essential to the

efficient and equitable working of labour market.

Recruitment malpractices, fraud and abuses are widespread in many Asian Countries. To

combat them government should have transparent systems in place for licensing and

supervising private recruitment agencies. There should be stiff sanctions against fraud and

against the practice of charging workers excessive placement fees, while providing incentive

for good performance and cutting down lengthy bureaucratic procedures through such

measures as establishing “one-stop” contract registration processing centers. [ILO, (2003).

Draft Summary of Conclusions of ILO Regional Tripartite Meeting on Challenges to Labour

Migration Policy and Management in Asia, 2003.Bangkok: ILO regional Office]

Despite major barriers to migration, irregular migration has grown in recent years in Asia due

to, among others, restrictive labour migration policies which are not in line with labour

marker needs. There is consensus that irregular migration is undesirable and must be

minimized particularly as it often results in putting workers in a position of vulnerability to

violation of their basic human rights.

Until the First World War, international migration played a key role in the integration of

economies of both sides of the Atlantic. After the Second World War, migration of workers

contributed to economic and social integration between countries in South and North. During

both these periods, labour went hand in hand with capital mobility, and migration was key

factor in the globalization of economies. International migration now seems to be excluded

from the new process of globalization.
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At the beginning of the twenty-first century, the total number of persons living outside their

countries of origin worldwide was 175 million including 120 million migrant workers and

their families according to the ILO estimates. It is estimated that 20 million African men and

women are migrant workers and that by 2015 one in ten Africans will live and work outside

their countries of origin. While migration is bound to grow and offers development

opportunities for both countries of origin and destination as well as for individual migrant

workers, ill-conceived or inadequate policies have led to a series of problems that are of

direct concern to the International Labour Organization and its constituents. . [UN, (2002).

International Migration Report – 2002. United Nations, New York]

It is surprising to know that the larger share of international population movement is in

developing countries. The refugee burden is particularly heavy in developing countries,

which receive nearly three-quarters of all officially-designated refugees and untold numbers

of other forced migrants. In addition, the developing world contains numerous magnets for

economic migrants, including the newly industrializing economies of Asia; the oil-producing

Middle East Gulf States; West Africa and – increasingly – South Africa; and the Southern

Cone, Venezuela, and Mexico in Latin America. While international migrants represent only

a small fraction of the world’s population, the impacts of these movements can be larger if

compared to the numbers who move.

Who are these international migrants? They include people who have moved more or less

“voluntarily” (e.g., short and long term workers ranging from unskilled labourers to highly

skilled “professional, technical, and kindred” [PTK] workers), as well as those whose

movement is in some sense “forced” (e.g., refugees and bona fide asylum seekers, and people

who move for environmental reasons or “ecomigrants”). Included along this spectrum are

many whose movement is a response to poverty and lack of employment at home.

Some are settlers, whose migration – whether undertaken legally or illegally – is essentially

permanent; others have moved (at least initially) on a temporary basis. In general, migrants

tend to be young adults. Again, it comes as a surprise to many that between 40 and 60 percent

of all international migrants worldwide – and over one half of refugees – are women and

girls. In some migration streams (such as those from Sri Lanka and Indonesia to the Gulf

States), the majority of migrants in the 1980s were women.



23

Increased attention to the volume and directions of international population movements has

been accompanied by growing awareness that migration is linked often in ways that are

poorly understood to the process of development itself. Developing countries, which both

send and receive the majority of international migrants, are trying to understand better the

role of migration in the development process. Industrial countries, for their part, are

examining the ways in which their trade, aid, investment, and development assistance

policies affect and are affected by international migration, especially from developing areas.

In the case of migration, globalization and its dominating facet, foreign direct investment,

may mean two opposing things. It can be viewed as the necessary complimentary between

movements of production factor labour and flows of capital and goods or, conversely, as an

alternative to the movement of workers. In the first case, globalization would lead to the

growth and diversification of migration flows, while in the second international trade and

capital movements would substitute migration.

Beyond quantitative changes, the essence of new developments brought in by globalization is

the transformation of pattern of trades and productive systems. High skilled labours become

more capital alike and are characterized through high international mobility, while

movements of low skilled labour may become superfluous regarding rising capital portability.

Many developing country governments encourage international labour migration, more often

implicitly than explicitly. By providing employment for both unskilled and skilled workers,

emigration offers an outlet for domestic frustrations that might otherwise present serious

political problems, and can produce large inflows of valuable hard currency remittances. The

consequences of international migration for development (of development on migration) in

countries of origin and destination remain hotly debated.

Many countries around the world are facing rapidly changing dynamics of labour migration.

Migration pressures are increasing in all regions of the world. Migrant workers are often still

subject to severe forms of exploitation in recruitment and employment, to forced labour,

substandard housing, exclusion from social protection, and denial of many basic human

rights.
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All too frequently, national migration policies, legislation and practices are outdated. Many

governments acknowledge that existing law and practice are manifestly inadequate to assure

effective management of today’s labour migration conditions.

During 2000 to 2001, a number of governments in Central and South-East Asia, the

Caucases, the Persian Gulf and Latin America have asked the ILO to provide advice and

technical assistance towards reformulation and modernization of labour migration legislation,

structures, policies and practices. Our aim is to offer the relevant government a

comprehensive review-analysis-recommendations package to address labour migration issues

and needs, update legislation, policy and practices, and implement measures for effective

management of labour emigration and immigration. The ILO International Migration Branch

has the accumulated knowledge, expertise and framework to respond to these challenges. It

however, requires additional resources to provide adequate and timely cooperation to

constituents.

2.1.2 Causes and Consequences of International Labour Migration

The causes of international migration are multiple and, for any given country, change over

time. Understanding those causes, identifying what – if any – issues they raise for migrants

and their countries of origin and destination, and determining appropriate and effective policy

options for addressing such issues needs to be done on a country-by-country basis.

Consequences in countries of Origin: Many developing country governments have

encouraged international labour migration, more often implicitly than explicitly. Such

countries include Turkey, the Philippines, South Korea, India, Pakistan, Bangladesh, Sri

Lanka, Jamaica, Cuba, Barbados, Mexico, El Salvador, and Nicaragua. Their reasons are

multiple. Emigration can provide relatively well-paid employment, especially attractive for

governments struggling to keep pace with rapid labour force increases. In some countries

(Egypt, Sri Lanka and India are prominent examples), educational systems are producing

numbers of highly-educated graduates far in excess of domestic demand for such persons. By

providing employment for both unskilled and skilled workers, emigration offers an outlet for

domestic frustration that might otherwise present serious political problems, and can produce

large inflows of valuable hard currency remittances. Moreover, some governments have

welcomed, if not encouraged, the emigration of selected ethnic groups and political

dissidents. At the same time, sending country governments express concern that emigration
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deprives these nations of their best human resources, represents a transfer of educational

investment from poor to rich countries and leads to abuses or exploitation of their workers.

Out-migration can also pose the risk of rather serious and sometimes dramatic economic

problems and the need to make sudden adaptations when migrants return unexpectedly and in

large numbers, as occurred in the aftermath of Iraq’s incursion into Kuwait in 1990.

The consequences of international migration for development (and the effects of development

on migration) in countries of origin remain hotly debated – and poorly understood. The

positive links are most clear over the long term, as illustrated historically by countries such as

Sweden, Germany, and Britain, and more recently by “transition cases” such as Italy, Greece,

South Korea, and Taiwan, all of which went from being countries of emigration to countries

of in-migration. Over the short term (10 to 20 years), it has proven difficult to demonstrate

empirically any “automatic mechanism” by which international migration results in

development. At the same time, there is evidence that rapid and successful development may

increase emigration in the short term.

Although the poorest seldom have the means to migrate, remittances have been shown to play

an important role in poverty alleviation for migrant households and in sub-national areas of

out migration. The consequences of remittances for income inequality depend greatly on the

income composition of a given migrant stream. Inequality may increase if migrants are

concentrated in upper-income households, but may have neutral effect where migrants are

fairly evenly distributed across income levels.

The consequences of migration for labour markets and human capital in countries of origin

are multiple and most often context-specific. It has been difficult to demonstrate absolute

reductions in unemployment as a result of international migration, but emigration does appear

to play an important role in absorbing labour force growth. Whether or not emigration

constitutes a “drain” of workers at any skill level sufficient to hinder the development process

depends upon the availability of human and other resources to fill the gap. Similarly,

migration may or may not contribute to the acquisition of skills abroad. It is more clearly

evident, however, that migration and remittances improve the ability of migrant families to

educate and provide health care for their children.
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Consequences in Countries of Destination: Migrant-receiving countries are a

heterogeneous lot, and generalizations about the consequences of international migration for

them as a whole are difficult to make, especially given that migration patterns and to them

change over time and with changing circumstances. Arguably the most universal

consequence is that international population movements-however small-can alter the ethnic,

racial, cultural, and sometimes the political composition of receiving societies. While these

diverse populations are often successfully integrated, they may also contribute to social

conflict and, in extreme cases, violence against migrant groups.

2.1.3 Problems Faced by Migrant Workers

In Philippines there is little or no employment opportunity in the home country, or there is

only an under-employment opportunity. Workers must pay a placement fee to a local

employment agency or a special fee to their own home government. Workers often must

borrow money at high interest to pay these fees.

Similarly in Thailand, there is need for pre-departure orientation programs for Thai workers

who wish to go overseas for work. The Ministry of Labour does have programs in operation

to facilitate the process. The problem is an insufficient budget for pre-departure orientation

programs and proper administration. The bureaucracy set up to handle the growing number of

interested Thai candidates for jobs abroad is also very complicated and the process is very

time consuming.

This has been further complicated by a burgeoning number of private job placement agencies

that have found that it is very profitable to step into the system and offer their services to

Thais who want quick jobs abroad. These job brokers travel to village after village offering

quick overseas employment and present a picture of instant wealth to villagers who are very

vulnerable to their spiel. The condition for such employment, of course, is paying the broker

a placement fee. The official fee is roughly 60,000 baht (USD 1,350) but in fact the amount

being paid fluctuates according to the demands of the job broker and the gullibility of the job-

seeking workers. Often the figure is closer to three times the official quota.

Contracted work overseas is rarely long-term. Usually the work contract lasts two years. For

the worker to recoup the amount of money paid to the broker as a placement fee a full two
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years is virtually essential and, even so, any meaningful profit requires a good deal of

overtime work.

There is much activity at present at the Ministry of Labour to update their procedures to be

more relevant to the situation and more protective of the workers seeking overseas

employment.

Thai overseas workers tend to be non-confrontational to employers, hard working, and docile

so they are in demand. The Thai Government actively promotes overseas jobs and tolerates

the job brokers’ involvement.

Migration and management of labour migration are now acknowledged as central issues of

concern for governments and social partners worldwide. Recent ILO figures indicate that

there are some 5 to 7 million migrant workers and their dependents outside their countries of

origin across Asia and another 8 – 9 million in the Middle East, the majority from Asia.

An increasing number of governments have recognized the need to establish, modernize or

improve their legislation, policies, practices and administrative mechanisms to address

migration issues, particularly labour migration.

Initial emphasis has been on migration control. Visa requirements, increased border controls,

monitoring and other mechanisms have been strengthened in Asian countries, some of which

have historically experienced considerable cross-border movements.

2.1.4 Major Concerns in Asia

Economic development, trade, and labour dimensions of migration have been identified as

important concerns by a number of Asian countries. How does labour migration contribute to

development? What benefits can labour mobility confer on regional economic integration?

How can States ensure appropriate attention to employment standards and other measures to

discourage irregular migration and unfair competition with national workers? What costs

does the loss of skills and talent “brain drain” incur for some countries?
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Labour migration is of major economic and social interest for a number of countries in the

region. Migrant remittances represent a significant portion of foreign exchange earnings for

Bangladesh, India, Indonesia, Nepal, Pakistan, the Philippines, Sri Lanka and Vietnam,

among others (worldwide, a total of 73 billion dollars per annum, second only to petroleum).

For several industrializing countries in the region migrants provide a significant portion of

their semi-skilled and/or unskilled labour needs.

For some States in Asia and elsewhere, the loss of skilled workers and trained professionals

through emigration represents a serious threat to development efforts. A regional approach to

migration must enhance the beneficial aspects and at the same time develop mechanisms to

encourage the retention or return of talent.

Migrant workers in host countries in Asia and the Middle East face extensive abusive and

exploitative situations according to many reports. Application of human and labour rights

norms to non-citizens is inadequate or seriously deficient in many countries in the region,

particularly as regards irregular migrants, those without authorization to enter or remain in

the country.

Increasing migration pressures coupled with stronger control measures has contributed to the

growth of smuggling and trafficking of migrants. Trafficking in migrants has been given

considerable visibility in inter-governmental fore, in the news media, and by governmental

and non-governmental organizations in Asia. Women and children are especially victimized;

many are trafficked into conditions of slave labour and/or forced prostitution.

Experience in various countries has demonstrated that enforcement of minimum labour and

workplace standard serves as an effective restriction to irregular migration and employment

by discouraging sub-standard exploitative conditions that make utilization of unauthorized

foreign workers attractive to certain employers and that render such employment

uncompetitive for national workers.

2.1.5 History of International Labour Migration in the Nepalese Context

Nepal has also long history of International Labour migration. Around 200 year ago,

Nepalese started to seek work abroad and send remittances back to their families in Nepal. In
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early 19th century, for instance, the first men migrated to Lahore (in today’s Pakistan) to join

the army of Sikh ruler, Ranjit Singh. They earned the nickname “Lahure” which is still used

today for Nepalese employed in foreign armies abroad. In 1815/1816, the first British army of

India and were then and still are called “Gurkhas”. Since then, international labour migration

of Nepalese has never ceased. Especially in the recent decades, it has greatly increased and

diversified in pattern.

The Nepalese government now intends to actively promote international labour migration and

to safeguard the interest and welfare of migrants. Only a few initiatives have been taken so

far. Among these are bilateral talks with the governments of the Gulf States in order to

increase the number of posts for Nepalese and to increase security as well as to improve the

conditions of employment of the migrants. Furthermore the government is trying to regulate

the procedure of recruitment. It has therefore listed a number of Gulf States and Asian

countries to which Nepalese workers may be recruited officially and defined conditions for

registered recruiting agencies, including the condition that these have to be based in the

Kathmandu valley, that is, in or near the capital.

Numerous cases of intolerable sufferings of Nepalese migrant workers have been found

abroad. It is bitter reality that Nepalese workers are accepted in East and South East Asia as

well as in Gulf countries only because they are cheap and they do whatever job they get.

Most of them are educated male and female from middle and lower middle class families

who go abroad with a hope to earn much within a short period of time. The large number

among them works illegally. Nepalese whether by training visa or by illegal measures, reach

their destination countries after paying considerably huge amount to the middle man or the so

called employment agencies. They are generally forced to work under ‘3-Ds’ (Dangerous,

Difficult and Dirty) conditions.

As a response to physical and sexual abuse of women migrants to the Middle East, in 1998,

His Majesty’s Government of Nepal officially banned female migration to Gulf States. After

this to obtain a passport women have to produce a permission letter from their guardian, that

is, from their husband if they are married or from their father if they are unmarried. Further

ideas of the government, with the objectives to promote international labour migration, which

have not yet realized, are (1) the creation of a ‘foreign employment bank’ which should
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replace the informal channels that are now used for remittances, and (2) creation of revolving

fund which will provide collateral free loans to individuals from deprived sections of society.

For all households involved in the migration it is the lack of opportunities in Nepal for

employment and for secure livelihood strategies which leads to migration whether within the

country, within the region or overseas. Households that are poor have less choice with regard

to migration opportunities and the poorest households are most vulnerable when it comes to

illegal migration and various forms of trafficking. The recent Maoist insurgency also

basically reflects frustration of youth with poverty and lack of opportunities, which is again

exerting migration pressure from the affected areas to other parts of Nepal or overseas,

particularly India.

Sustainable Foreign Employment: Issues, Critical Concerns and Way Foreword

Poverty in Nepal has been regarded as the prime cause often blamed on high unemployment

and underemployment. Decreasing trend in the availability of productive employment

opportunities in the country and low level of family income are the push factors combined

with the attraction to foreign employment are the major causes behind the multiplying

increment in the number of Nepalese migrant workers. With the escalation of the insurgency

in the last few years, the number of Nepalese migrant workers and the aspirants has increased

drastically. The exact number of such actual and potential migrants is difficult to estimate due

to poor information system and lack of border regulation with India. Many of Nepalese

migrant workers have gone to other countries through various other means than regular

channel. The undocumented and irregular migrants have become the source of vulnerability

and exploitation. There is significantly a low level of preparedness to work among the

migrant workers in fronts of occupational competence and psychological and behavioral

skills. Most of them are unable to communicate even a single word of English, and many of

them have no such exposure to outside world of work. It is the general observation that the

situation is extremely below the level of satisfaction with respect to capacity, income and

voice.

The dynamics of population movement for economic betterment has undergone fundamental

transformations in the 21st century adding new multi-faceted dimensions, complexities and

challenges. Globalization has created diversified and expanded space for trans-border labour
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mobility. This is a big opportunity for Nepalese labour market to intervene into the

international labour market through its cheap labour force. The tendency in progress of the

labour markets in the developed and newly developed economics to import cheap but sincere

work force from the labour markets of underdeveloped economy has become an effective pull

factor generating more opportunity for the country like Nepal. Excessive supply of unskilled

youth work force and the low level of capacity of national economy to absorb such

availability have reinforced to use such opportunity of overseas employment. It has been the

sector of competitive advantage for Nepalese job market.

A sustainable foreign employment has continuity, relentlessness, incessant and unceasing

qualities. This can be attained through empowered workers with the capachty to use the

informed choice of employment opportunities. Sufficient advocacy and sensitization is

needed in this advent. It requires safe and qualitative migration for decent employment with

skillful and occupationally competent workers. The critical concerns of sustainable foreign

employment includes protection of migrants and promotion of employment condition;

optimizing the benefits of migration through expansion of employment windows and efficient

service delivery; inter-state and inter-stakeholder cooperation and collaboration; and

knowledge management for better utilization of international labour market dynamics.

Sustainable foreign employment also asks for proper recognition in national development

priority of investment appropriate mainstreaming thereon. Adequate understanding and

assessment of international labour market dynamics is required.

It is the point to realize the important contribution of migrant workers to national economy

and the urgency to improve the system and mechanism for fostering sustainable foreign

employment. The demand of Nepalese workers is in increasing trend and the greater use of

such diversity and employment opportunity is crucial for reducing the poverty and the

addressing the growing pressure of unemployment. As a way forward for attaining

sustainable foreign employment, there are the critical areas for strategic interventions

including policy development and legislative reforms by choosing the policy regime and

building efficient structures for implementation; building governance competency for

optimizing the benefits of migration and expanding the opportunities; information –

education and communication strategies for behaviour change; cooperation, collaboration and

partnership building among the national and international partners of social development;

knowledge management to track and monitor the dynamics of labour markets and the
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conditions of migrant workers. Pursuance to bilateral and regional collaboration and

partnership building among the labour sending countries is vital and cooperation between

countries of origin and the destination is essential for better social protection and decent

employment of Nepalese migrant workers.

Foreign employment gains prolonged with quality in the presence of accountable and

competent governance. Assumption of accountable role-behaviour by the sending and

receiving states is the prerequisite in this regard. It also asks for professional and accountable

recruiting agents, meaningful participation of migrants, recruiting agencies and the civil

society in policy making and law enforcement enhances the sustainability. Capable

diplomacy and institutional mechanism to coordinate, facilitate, monitor and supervise the

whole process of migration cycle qualifies the meaningfully sustained foreign employment.

Responsive civil society and media are the catalysts with regard to ensuring socially

inclusive, community-owned and internalized migration. A more collaborative effort with

partnership building among the stakeholders at national, regional and international levels is

expected to strengthen the sustainability in this respect.

Competent, appropriate and adequate policy framework is needed because the national policy

on foreign employment leads to sustainability with its objective to promote employment

through development of international labour market and human resource management;

protection and promotion of well-being of migrants through adequate regulation, protection

of migrants rights, standard setting and enforcement, effective migration services and

supervision of private recruitment agencies; maximize development impact of labour

migration through channeling migrants’ remittances, safe return of skillful talents and social

integration. A worker-friendly legislation with competent regulatory mechanism beyond the

classical command and control framework, and more inclined to the promotion of foreign job

markets is the urgent need at the moment.

2.1.6 Labour Movement at Global Level and Regional Level and the Flow of

Remittances

Skilled labour is an abundant factor of the industrial world and unskilled labour the abundant

factor in the developing world. Globalization should therefore be associated with an increase

in the relative demand for skilled labour in industrial economies and unskilled labour in
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developing economies. Wage and opportunity gaps between rich and poor countries, regional

conflicts and political instability in developing countries, the relative share of young adults in

the population in sending and receiving countries, etc. are still deriving North-South and

South-South migration. In the regions where development has been slower and poverty more

obstinate; rising populations, combined with dwindling opportunities impel emigration.

Besides, the shrinking share of young adults in developed countries and rising share of young

people in Asia, Africa and other parts of the world are complementary drives of labour

movement. Shortages of agricultural land and of urban employment will be two important

concerns for poorer countries, with spillover effects for other countries. In Africa, South

Asia, and parts of the Middle East, intense competition for jobs could sharpen incentives to

emigrate. Both the developed and developing countries have much to gain from an increased

flow of workers. Poor countries gain from higher wages as well as from remittances that

accrue from migration.

International migrants are not distributed evenly across countries or regions. In 2000, they

constituted 8.7 percent of the population in developed countries, while accounted for just 1.5

percent in developing countries. In developed countries such as USA, Russia, Germany,

Ukraine, France, Canada hosted larger number of international migrant in 2000/01. in

developing countries, India, followed by Saudi Arabia and Pakistan, hosted the largest

number of foreign persons in 2000/01. The Asian region has experienced a burgeoning of

labour migration, centering in the oil producing countries of Western Asia and the newly

industrialized and industrializing economies of Eastern and Sub-eastern Asia. In addition,

prolonged conflicts, increased occurrences of civil unrest, and political instability in some

areas of Asia also led to an unprecedented rise in the refugee population during the 1980s and

1990s. The oil price increase of 1973-74 and 1979 had resulted in a rapid escalation of oil

revenues flowing to the Middle East economies which, in turn, permitted unprecedented rate

of investment in the domestic industries and infrastructure of these Gulf States. A small

indigenous labour force ensured that this economic boom inevitably generated a demand for

labour far beyond the capacity of the local labour market. This, infact, provided opportunity

to labour surplus countries in South Asia and South East Asia to export manpower to the

Middle East in large numbers, involving over a million temporary workers a year.

Development economies have traditionally taken into account foreign savings as the key to

raising a country’s capital output ratio. Factors such as foreign direct investment (FDI),
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official development assistance (ODA), foreign trade, the transfer of technology and, most

recently, remittances have been considered as major tools for the economic development of

any country. As remittances now rank second in importance only to FDI in the overall

external financing of developing countries, it is of no surprise that this issue is of particular

interest to development policymakers.

The macroeconomic effects of remittances enjoy a strong theoretical tradition dating back to

Adam Smith and the international division of labour as a means of delaying the onset of

diminishing returns, David Ricardo and the labour theory of value and comparative

advantage. It advances right up to the endogenous growth innovation in the 1980s assigning

human capital a crucial role in modern production and exchange.

Macroeconomic studies demonstrate that though remittances are affected by the economic

cycles of source and host countries, they often provide a significant source of foreign

currency, raise national income, finance imports and contribute to the balance of payment.

While other capital flows tend to increase during favorable economic cycles and decline in

periods of economic downturn, remittances seem to react less violently and reveal incredible

stability over time. For instance, remittances to developing countries continued to go up

steadily in 1998-2001 when private capital flows declined in the wake of the Asian financial

crisis. Even the more stable components of capital flows – FDI and official flows – declined

in 2000-2001, while remittances continued to rise.

Banks in many developing countries did not show much interest in workers’ remittances in

the past, presumably because of cumbersome paperwork and lack of widespread branch

networks. This is beginning to change, however. The efforts to crack down on money

laundering and financing terrorism have affected remittances through the informal networks,

and a large number of workers are looking for formal banking channels to remit funds. These

developments, and the high margins associated with this business, have attracted new

entrants.

2.1.7 Remittances: An Economic Reality in South Asia

Remittances by international migrants to their home countries have grown dramatically in

recent years. They are now the largest source of external finance for developing nations after
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foreign direct investment (FDI). For many countries, remittances are larger than FDI, and in

some cases, larger even than official development aid.

In 2004, remittances to developing countries exceeded US$ 126 billion, up by nearly 48.7

percent from 2001. Actual amounts are probably much larger because flows through informal

channels such as hundi elude official data collection. As many workers continue to look

abroad for the chance to make a better living, these flows are likely to grow further in the

years ahead.

Money remitted home is one of the most visible – and beneficial – outcomes of global

migration. The number of global migrants has risen markedly in recent years due to persistent

income inequalities between nations, including between developing countries. The United

Nations estimates that about 175 million people, or roughly 3 percent of the world’s

population, lived and worked outside the country of their birth in 2000, up from 120 million

in 1990.

The rise in officially recorded remittances is also the result of economic policy changes in

many developing countries that have encouraged remitters to shift from informal to formal

channels to transfer their funds. Efforts to curb money laundering and terrorist financing have

also brought more transfers into the official fold.

Unlike other capital flows, remittances are stable and directly benefit the poor. After the

Asian financial crisis of the late 1990s, remittances to developing countries continued to rise

even though FDI and official aid flows declined.

Moreover, as migrants repatriate their savings, the rural areas of the developing world, from

where much of the world’s transnational labour is drawn, are quietly being transformed. With

migration set to rise in the coming years as a result of globalization, remittances can be

expected to grow steadily well into the foreseeable future. Therefore, both remitting and

recipient countries are considering the long-term economic implications of these transfers.

2.1.8 Remittance: Its Significance for the Nepalese Economy
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Remittances play a central role in the economies of many labour-sending countries including

Nepal. The flow of remittance in the economy does not determine the level of economic

growth but the manner the country uses it is much important. Meaningful utilization of

remittance money paves the way for boosting socio-economic activities towards deprived

people and for the development of remote areas of the nation. Mere collection of remittances

in banks and financial institutions does not bring desired outcome in the economy. Such

funds should be channelized into different layers of the economy to meet twin goals of

poverty alleviation and sustainable development. Presently, planners, policy makers are also

recognizing the crucial significance of remittances to national economy. Through the

meaningful utilization of remittance, economic activities could boost up and thereby lift the

standard of livings of the people in a satisfiable manner. This would in turn raise the level of

output, employment, export and foreign earnings. The GDP growth of the nation could be

improved in the long run with the better use of remittances.

Nepal, to a large degree, depends on remittances to sustain its economy. Remittances have

sustained the present day Nepalese family budget, paying for schools fees, debt payments,

and daily household needs. They appear to be part of a livelihood and poverty reducing

strategy at the individual and household level. As the rise in the inflow of remittances is the

upshot of the increase in the outflow of mainly semi-skilled and unskilled workers who come

from poor households, the money they send back has positive impact on the living standards

of the families left behind.

Various mechanisms have been employed by the Nepalese workers in sending money back

home. For example, earlier, there was growing interest in the relative performance of

informal channels such as the ‘hundi’ system of money transfer that normally lie outside the

formal and regulated banking sector, and cost half or less than formal banking with respect to

commission. However, this has changed and there is considerable interest among policy

makers in drawing more remittances into formal, regulated, channels.

Because of poverty and inequality, labour migration has been the most important economic

support, especially for rural Nepal. Nepalese workers have sought foreign employment as

both the agricultural and non-agricultural sectors struggle to create new employment

opportunities. Currently many workers view foreign employment as their only viable option

owing to the widespread conflict in the country. According to the latest statistics of the
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Department of Labour and Employment Promotion, the number of workers going abroad for

employment has risen by 27.7 percent in the first six months of FY 2004/05 as compared to

the corresponding period of the previous year.

The importance and impact of remittance in the economy could be assessed through various

ways. Empirical studies of suggest that for a number of developing countries, the level of

remittances is significant in proportion to the country’s merchandise exports. They revealed

that in Bangladesh, remittances were equivalent to about 44 percent of total merchandize

export in 1993; in India, about 13 percent in 1990; in Philippines, about 22 percent in 1993

and in Pakistan, about 24 percent in 1993. The increase in remittance, if substantial, can

contribute significantly towards stabilizing the exchange rate, increasing availability of

foreign exchange for imports, lessen the dependence on foreign borrowing and aid and in

some cases relieve the pressure to accept the harsh conditionality imposed on borrowings by

multilateral agencies. The increase of the flow of remittances has paved the way for South

Asian economies as Bangladesh, Sri Lanka and Pakistan to keep their Balance of Payment

(BOP) situation in a healthy state. The strong inflow of remittances especially for Bangladesh

since 1996 have allowed foreign exchange reserves to increase to (US$ 3.3 billion) and

provided a confidence to float her currency. What we find from the above mentioned

phenomenon is that remittance money has also become a crucial component for Nepalese

economy. The GDP has also accounted remittances as one of the major sources of national

income of the country. The remittances have contributed significantly to maintain Nepal’s

favorable BOP position.

As we already reviewed that remittances often provide a significant source of foreign

currency, increase national income, finance import and contribute to the Balance of Payment

(BOP); others however believe that remittance not only fail to help the economy but also

decrease the livelihood of an economy. The flow of funds can be deceptive if it creates

dependence among the recipients, encourages the continued migration of working age

population and decreases the likelihood of investment by the government or foreign investors

because of an unreliable workforce. Moreover, the researchers as Russel, Martin; etc. view

remittances as unpredictable source and as a cause of increasing inequality. Also remittances

are frequently spent on consumer goods, rather than locally produced ones hence decreasing

the potential multiplier effect of the money and increasing import demand and inflation.
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2.1.9 Usage, Channels and Problems Relating to Remittances

The economic benefit of remittances lies on the meaningful use of remittance at the

grassroots level. Most parts of remittances are used in developing countries for daily

expenses such as food, clothing, housing, health care, education, etc. – and they make up a

significant portion of income of the households. Remittance income is also spent on

improving houses, buying land and cattle, and buying durable consumer goods such as TV,

washing machine, vacuum cleaner, refrigerator, etc. Generally, only a small percentage of

remittances is used for savings and what is termed “productive investment” for e.g. additional

income and employment – generating activities such as buying land and tools, starting SMEs,

investing in organic farming and constructing roads, schools, and hospitals and other

activities that would have multiplier effect on the local economy.

It is found that out of the total remit money, a beneficiary household member would spend 50

percent on household management, 16.2 percent on agricultural activities, 5.3 percent deposit

in banks, 8 percent invest in running business and 4.5 percent on constructing houses. The

study on remittance of NRB shows that some 80 percent remit money has been spent on

house construction, buying land, household expenses, purchasing ornaments, educating

children, etc. by the beneficiary households. This means some 20 percent of the remittances

have been found to be used for productive purpose i.e. running business, enterprises and

intensive cultivation in farm lands indicating Nepal still lags on the productive and

meaningful use of remittance money at micro level. The presence of remittance has increased

informal lending practices. Private banks and financial institutions are mushrooming with the

flow of remittance in Nepal. Additionally, what we could observe is that with the influx of

remittances, there is a heavy concentration of investment in real states. Business investments

are undertaken mostly in trade, transport and other services, and investment in manufacturing

and agriculture is a relatively rare phenomenon in the case of Nepal. Migrating trend of

Nepalese youths towards India and abroad to some extent has hampered the agriculture sector

and agricultural production is at a decreasing state in rural areas due to the decreasing supply

of workable population. The income and wealth gap has been widened with the presence of

remittance in rural economy. The financial market has furthermore not expanded in rural area

even with the flow of remittances.
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Apart from remittance inflows through formal banking channels, a substantial portion of

remittances are found to be coming through informal channels. There are two types of

leakages: one due to erroneous, imprecise accounting, and the other due to the choice of

informal, unsupervised channel for remittances. It has become an accepted practice to treat all

informal remittances as foreign exchange leakages from the labour exporting country, but this

practice is erroneous because these ‘leakages’ also include remittances items such as (i)

‘personal imports’ of migrant workers (i.e. goods imported by return migrants under the duty

free allowances facility and (ii) the savings brought home on return (in the form of cash or

traveler’s cheques) subsequently converted into local currency in domestic banks. The

transfer of remittances shows mixed outcome in Nepal. Nearly 20 percent working abroad

send money back to the family members through banking channels while 21 percent rely on

friends, some 36 percent send money through mixed procedures while 7 percent rely on

hundi for this purpose. Central Bank’s policies in the major South Asian labour exporting

countries, aimed at rationalizing the exchange rate mechanism, is expected to bring more

remittances through formal banking channels. It is estimated that on an average one third of

remittances flow is through informal channels for countries with weak financial sectors or

tight forex controls.

2.1.10 Remittance Transfers to Nepal: Overview of Remittance Transfer Methods

Remittances are “The money that migrant workers bring or send back home, to their country

of origin“. Remittances are transferred to Nepal through the hand carry system, the “hundi”

system, or through commercial banks. In the case of the hand carry system, migrants or their

friends take remittances with them when they go home to visit their family. The commercial

bank system is self-explanatory. The hundi system is explained in detail below. Nepali

migrants (especially from India) send their money back home mainly through informal

channels. This is partly linked to the undocumented migration, and is a major reason why

official figures grossly underestimate the real value of remittances to

In 2002, formal remittances to Nepal were about NR 12 billion (US$ 150 million), whereas

informal remittances have been estimated at some NR 72 billion (US$ 900 million). This

implies that only about 17 % of total remittances come through official channels.Nepali

commercial banks have been criticized in local newspapers for not assisting migrant workers

to transfer remittances back home.
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Hundi

“Hundi” or “Hawala” is an indigenous, informal banking money transfer system (Passas,

1999). Funds are transferred without an actual movement of money. This system predates

conventional western banking1. A hundi is an unconditional order made by a person directing

another person to pay a certain sum of money to a person named in the order. The terms

“hawaladar” and “hundiwala” refer to the hawala and hundi operator. Some researchers date

hawala or hundi back to more than a century ago, when Indian immigrant communities in

Africa and South East Asia devised it as means of setting accounts. Others place the origins

of hundi/hawala several centuries ago, when traders sought a secure system to transfer

money, and through which travelers found a way to protect themselves against thieves.

Hundis, being a part of the informal system, have no legal status and are not covered under

the Act that regulates bills of exchange, promissory notes and cheques (i.e. the Negotiable

Instruments Act 1881). They are normally regarded as bills of exchange, even though they

were more often used as equivalents of cheques, issued by indigenous bankers.

Hundi is very common for sending money from other Asian states than India. Migrants that

have worked in the Middle East, Hong Kong, Malaysia, Japan, South Korea, Taiwan and

western countries used the hundi system (amongst others). Depending on the sending

country, the money does not flow directly to Nepal, but flows via other hundi centres like

Honk Kong or Dubai. Sometimes the money is first converted into gold or other goods. Only

once it arrives in Nepal, it is reconverted into cash. The hundi system is more prevalent when

migration is illegal. None of the migrants recorded any losses or bad experiences with the

hundi system.

Hand Carriage

Hand-carriage is the most common form of remitting money to Nepal, especially among

migrants in the Gulf States and India. In India, hand carriage is the only system that is used.

Migrants may either carry their remittances themselves, or give them to family members or

friends, who travel to Nepal. If a migrant carries the money by him – or herself, it does not

cost anything. The migrant also does not have to look for trustworthy persons that can take

1 The Arabic root “h-w-l” means „change“or „transform“. “Hundi” means “bill of exchange” or “promissory note”.
The word “hundi” is commonly translated as trust. It is a generic term, used to denote instruments of exchange in dialect and
derived from the Sanskrit root “hundi” meaning “to collect”
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the money with them, nor does s/he need any documents. Yet the migrant should be

registered in the host country. If not, the migrant runs the risk of not being allowed back into

the host country. The police could also possibly identify and prosecute the illegal immigrant.

With few exceptions, the migrants have not faced any problems in carrying their money

home.

If migrants give their remittances to a family member or a friend, the transfer is also free of

charge. Migrants can also send other, small things, such as letters and pictures. These friends

often work for the same company and they do not have any problem sending it through them.

Legal migrants from Malaysia often take money from illegal migrants. Depending on how

many reliable colleagues a migrant has got, s/he may or may not send money home regularly.

Migrants change their remittances in their host country into US dollars. In Nepal, remittances

are changed into Nepali Rupees (in banks, or preferably on the black market). Migrants from

India and the Gulf States bring the national currency along. Many migrants from Saudi

Arabia also bring gold with them which they can sell at a profit hence benefiting from it. Yet

gold is subject to tax, and there are limitations of import, depending on the migrant’s salary.
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Bank System

The third possibility is to transfer remittances through banks. This was only used by very few

migrants, mainly staying in Western Europe. The main problem was that most migrants, and

especially their families in Nepal, are not familiar with banking services. So it becomes

almost impossible for the recipients to obtain the money. The bank transfer is also very slow.

It can take two to three weeks until the money arrives at its destination. Furthermore, illegal

migrants can not obtain a bank account in their host country, and may (rural) areas in Nepal

simply lack the required bank infrastructure.

The main reasons for not using a commercial bank is the lack of banks, limited knowledge

about commercial banking and the slow transfer process (Hand carriage and hundi are much

faster). People also trust their traditional ways of remittance transfer more than they trust

commercial banks.

2.2 REVIEW OF PREVIOUS THESIS/ RESEARCH WORKS

There has been very rare thesis works done to identify the impact of foreign employment and

inward remittances on the economic development of the country. However various research

works have been done in this particular area where researchers have tried to explore the

growing unemployment problem in various countries, craze of people going abroad in search

of employment and the impact of inward remittances entering inside the country of origin.

Migration of Nepalese Youth for Foreign Employment: Problems and Prospects

Previously a research was conducted with the aim of evaluating the Nepalese government

policies and programmes related to the regulation and management of foreign employment

profession in Nepal with the major objectives as: (i) to identify the major issues and

challenges in foreign employment (ii) to identify the problems faced by migrant workers

(both male and female) both in home country and the country of destination (iii) to prioritize

the needs of international migrant labours (iv) to evaluate the existing government policies

and programmes and suggest appropriate amendments in the existing policies.
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On the basis of various analyses, the researcher came out with the following conclusions:

International labour migrants mostly in the Gulf States, Malaysia and other South East Asian

countries is a new phenomenon of migration in the Nepalese context and that only have about

30 years long history. Unexpectedly the foreign labour migration has developed in such a

way, which has shifted the agricultural based economy towards remittance based economy.

Numbers of people going abroad for work have been increased for the last few years,

especially after the origination of armed conflict in Nepal. Major concentration of Nepali

migrant workers was in Gulf States for the very beginning but the dynamics has been

changed and people are migrating towards Malaysia since the past three years even though

the number of people going the Gulf States is still significant. A class division among the

labour migrants is also found to select the country of destination i.e. poor people are to India,

Gulf States and Malaysia and rich people towards Japan, South Korea, North America and

Europe.

International provisions are found very sound and applicable to protect the rights of migrant

workers but governments in both sending and receiving countries does not seem sincere to

the domestication of the spirit of international instruments, conference recommendations and

plan of action.

Manpower agencies are almost unfair about their business dealing with the workers and their

professionalism is questionable. The role of trade union organizations is also found

ineffective to address the issues of potential labour migrants in home country as well as in the

country of destination.

So the current need is for more effective migration management to reduce the vulnerabilities

of migrant workers and safeguard the rights of migrant workers.
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Foreign Labour Migration and the Remittance Economy of Nepal

A joint study was conducted with the aim of evaluating Nepal’s dependence on exporting

labour. They have explored the migration history of Nepal dating back to the beginning of the

19th century when people started migrating towards India to join the army force and relates it

to the current context of migration towards the Gulf States.

Having undergone various studies in the related field researchers came out with the following

conclusions: In the last five years, the importance of foreign labour migration to the Nepalese

economy has increased as numbers of Nepalese leaving to find work abroad have soared. The

total volume and value of remittances from Nepali workers abroad has increased

significantly; remittances are possibly as high as 100 billion NRs. (Over US$1.5 billion).

Migration continues partly because of growing insecurity in Nepal’s rural areas as the Maoist

insurgency has come to control large parts of the countryside. In addition, Nepalese must

confront a lack of economic opportunities at home and increasing opportunities abroad.

Indeed, there has been much talk in Nepal recently of “internal displacement” and “forced

migration” as a result of the conflict. Certainly, some of the better-off Nepalese in rural areas

have been displaced. But it is difficult to distinguish those seeking to avoid the conflict from

the bulk of economic migrants because the rural areas are so impoverished and because there

has been little research on internal migration.

The failure to create and implement a coherent overall development strategy mobilizing all of

Nepal’s resources – including effective education, training, and manpower planning for

human resource development – has led to low rates of growth and high levels of

unemployment and underemployment in what remains a largely subsistence agriculture,

handicraft, and service-based economy, with around 40 percent of the population below the

poverty line. Hence, the massive upsurge in migration from rural areas to cities and other

countries.

The implications of this situation are far-reaching for Nepal as a whole, for the structure and

dynamics of regional and local economy and society, and – perhaps most of all –for
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households and individuals all over the country, both those directly involved in foreign labour

migration and those left behind.

Foreign Employment Need for Streamlining It

The writers have focused on the need for foreign employment and its scope. According to the

writer, inward remittances play a pivotal role in the national economy of any country which

in case of Nepal has been badly battered due to the ongoing conflict. Industry, trade, tourism

and other sectors of the economy are all in the doldrums. Under such circumstances, the rate

of unemployment is high in the country. So the number of people seeking employment

abroad has risen.

The current Tenth Plan has aimed at creating 200,000 employment opportunities but nothing

substantial has yet come about. Rather, the existing employment opportunities have worsened

due to the deteriorating law and order situation as several industries have closed down under

the Maoist threats. This has hence given rise to the foreign employment. However, prospects

for foreign employment are not on the right track. In the name of providing tantalizing jobs

abroad, hundreds, if not thousands, of people have suffered misfortunes. Some are never sent

to their destinations, others are stranded and still others end up being victims of unexpected

hazardous and low-paid jobs. Further, there are instances where the Nepalese are kidnapped,

incarcerated or brutally killed in foreign countries. The brutal killing of twelve Nepalese

workers in Iraq by ultra militants on 30th August 2004 is a case in point.

Therefore, foreign employment is not hassle-free. There are several instances of the people

seeking foreign employment going to rack and ruin. As such, the time has come for the

government and other associated bodies such as manpower agencies to make concerted

efforts to streamline foreign employment.

As a matter of fact, earnings from foreign employment could change the face of the country

by contributing a lot to poverty alleviation, which is the cynosure of the current Tenth Plan.

It could ameliorate the landscape of the rural areas, where the need for development is

acutely felt. It need not be reiterated that rural development is a bridgehead for overall

national development
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Nowadays, foreign employment is concentrated in the Gulf countries. It is necessary to

diversify it so that its scope can be extended far and wide. On the other hand, a strong policy

on foreign employment should be in place so as to streamline it. There is no argument that

streamlining foreign employment is the need of the hour and that well-knit foreign

employment could be an effective tool for poverty alleviation in the rural areas.

Remittance Economy: Ignored and Under-Utilized

Mr. Yogi in his report focuses on the inward remittance entering inside the country and the

extent that these funds have been utilized to the productive sectors. According to him

thousands of people leave the country to work abroad every year and send back their hard

earned money. But the significant sum remains largely unutilized due to indifference on part

of the government and policy makers.

The report highlights on the history of international migration and segregates the value of

inward remittance on the basis of country where the flow of immigration from Nepal is

higher. He also emphasizes on the huge foreign exchange reserve contributed by the receipt

of annual pensions of former British Gurkha soldiers both from India and United Kingdom.

A study conducted on determining whether the money received as remittances is being

utilized in a productive way showed that most of the earnings of ex-Gurkha soldiers and

others returning from abroad had been used in buying land, constructing houses and other

unproductive social rituals. Even those who were interested to start new ventures did not find

any attractive areas for investment. There is no coherent program to increase the benefits of

the remittance economy and reduce the very real social costs of foreign labour migration as

part of Nepal’s overall development strategy.”

Whatever be the actual figures of remittance entering into the country every year, it is beyond

doubt that there is much room for tapping its potential. For this, the government doesn’t need

to make additional investment. All it should do is to recognize the contribution of remittance

to national economy and devise suitable policies to channelize it for productive use away

from the present trends of consumptive use.



48

An Overview on Remittance Economy of Nepal

The Ex Deputy Director at Nepal Rastra had conducted the study with the aim of evaluating

the significance of inward remittance in the overall economic development of the country.

Employment abroad has not only helped Nepal ever-growing un-employment problem but it

has also injected much needed foreign currency into our economy to fill up foreign exchange

and investment gap, thereby helping Nepal avoid a major BOP crisis.

The increase of the flow of remittances has paved the way for South Asian economies such as

Bangladesh, Sri Lanka and Pakistan to keep their BOP situation in a healthy state. The strong

inflow of remittances allows foreign exchange reserve to increase and provides the

confidence to float a country’s currency. If we recall the above mentioned phenomenon, what

we found that the remittance money have become a crucial component for Nepalese

economy. The GDP has also accounted remittances as one of the major sources of national

income of the country. The remittances have contributed much to maintain Nepal’s BOP

position favourable. Not only this, this sector has become one of the prime sources of foreign

currency earning and mitigating ever growing imports bills for Nepal. The expansion of

banking and financial sector has been possible due to presence of remittances in Nepal.

Meaningful utilization of remittance money paves the way for boosting socio-economic

activities towards deprived people and remote areas of the nation. Mere collection of

remittances in banks and financial institutions does not bring desired outcome in the

economy. Such funds should be channelized in different layers of the economy to meet twin

goals: poverty alleviation and sustainable development of Nepal. The GDP of the nation

could be magnified in the long run with the better use of remittances.

2.3 Critical Summary

From dependency and structuralism viewpoints, remittances have been commonly seen as an

unreliable source of external revenue for families, communities and states. This view was

based on the assumption that remittances would rapidly decline with the settlement or return

of migrants. Combined with the idea that remittances are rarely spent productively, it has

often been thought that remittances would create an artificial and temporary improvement in

livelihoods and establish a dangerous dependency on external revenues. Bonds to the sending

country would weaken and remittances would decline rapidly after migrants settle and

integrate at the destination.
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This remittance decay hypothesis is linked to the common notion that young, married, low

skilled and temporary male migrants remit the most, and that integrated, highly educated,

well paid migrants invest more in host countries. In migration policy debates, this remittance

decay is often taken for granted. Recent pleas for temporary migration programs have been

advocated based on the argument that temporary migrants would remit more money and

would, therefore, be more beneficial to the development of origin countries. Ultimately, the

remittance decay hypothesis is based on the assumption that remittances are primarily sent

either to pay back migration debts or for altruistic reasons. It is also based on the

assimilations model of immigrant integration, which assumes a gradual weakening of

transnationalities over time. It also conflicts with theories on migrant transnationalism that

criticize traditional assimilationist models based on evidence that social ties with origin

societies can be sustained and renewed over many generations.

However, experts already argued that it is difficult to predict future remittances, because

migrants are part of larger social units such as families and households. The inclination to

remit strongly depends on contractual arrangements and bargaining power within the family.

Therefore, it is far from certain that remittances would rapidly decline over time. Hypothesis-

testing empirical research on the issue of remittance decay is scarce and often conflicting at

first sight. Whereas some studies show declining remittances over time, others show much

more stable or even increasing patterns. Yet, it is possible to integrate such apparently

conflicting findings by conceiving of a more dynamic model in which the relationship

between the duration of stay, social and economic integration and remittances is not linear.

Integration indicators such as employment and income tend to have a positive effect on

migrants’ capability to remit. This effect might partly or entirely counterbalance the

remittance-decreasing effect of the weakening of ties with home countries over time. Even

this weakening of transnational ties over time cannot be taken for granted, as such ties can

often be sustained over very long periods. This evidence casts doubts on the proposition that

temporary migrants would be better and more reliable remitters than integrated and settled

migrants.

There is also evidence that remittances increase with wages, though apparently only up to a

certain point. A survey conducted concluded that employed migrants remit four times more

money than unemployed migrants. This seems to complement macro evidence that the level

and cyclical fluctuations in economic activities in destination countries explain most of the

variations in remittance flows. Sustained migration and the often higher than previously
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expected durability of transnational bonds explain why declines in remittances often occur in

a much more delayed fashion, and are less steep, than once expected. Although evidence is

still limited and scattered, there is generally no clear support for remittance decay as an

automatic mechanism. Although declines may occur some decades after migration ceases,

remittances seem to be a more stable and sustainable source of income than more volatile

sources of foreign exchange for states, while they protect people from the destabilizing

effects of absent or ill-functioning markets, failing state policies and a lack of state-provided

social security.

The indirect economic effects of remittances on migrant-sending communities

Most migration impact studies have focused only on the direct social and economic effects of

migration, that is, the impact on migrants and their households. However, remittances may

also have significant impacts on non-migrant households, and hence may reshape sending

communities as a whole. Such indirect effects are usually not captured by remittance-use

studies. For instance, research has tended to negatively evaluate consumptive expenses as

non-developmental. However, consumptive expenses, provided that they occur locally, can

have positive impacts by providing non-migrants with labour and income. This is confirmed

by empirical evidence that consumption by migrant households can lead, via multiplier

effects, to higher incomes for non-migrant households. The same holds true for so-called

“non-productive” investments. For example, academics and policy makers have almost

universally bemoaned the high amounts of money that migrants tend to spend on housing.

This is partly because such “diatribes by academics and policy makers against migrants for

their profligate and unproductive ways” reflect common elitist views on the irrational

spending behaviour of lower classes, which in any case have a weak or absent empirical

basis.

Various empirical studies have reported that construction activities can generate considerable

employment and income for non-migrants. In this way, the benefits of remittances might

accrue to households other than the ones that directly receive them  These expenses increase

consumption levels that may—by easing capital and risk constraints on local production—in

turn facilitate local investments by migrants and non-migrants alike. In this way, expenditure

on housing and consumption may have significant multiplier effects in the wider economy.

Emigration and remittance expenditure also have the tendency to increase wages in sending

regions and countries.
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An increasing number of academic studies seemed to support the hypothesis that migration

sustains or even reinforces problems of underdevelopment instead of the reverse. These

“migration pessimists” have argued that migration provokes the withdrawal of human capital

and the breakdown of traditional, stable village communities and their economies. This would

then lead to the development of passive, non-productive and remittance-dependent

communities. Besides the “brain drain” the massive departure of young, able-bodied men and

women from rural areas is typically blamed for causing a critical shortage of agricultural and

other labour, depriving areas of their most valuable work force. Because it is generally not

the poorest who migrate the most, migration and remittances were also believed to increase

inequality in communities of origin.

Migration pessimists have also argued that remittances were mainly spent on conspicuous

consumption and “consumptive” investments (such as houses), and rarely invested in

productive enterprises. Skepticism about the use of migrant remittances for productive

investments became the common thread of the migration and development debate. Besides

weakening local economies and increasing dependency, increased consumption and land

purchases by migrants were also reported to provoke inflationary pressures and soaring land

prices.

Also, in a socio-cultural respect, the effects of migration and remittances were increasingly

seen as detrimental. Exposure to the wealth of migrants was assumed to contribute to a

change in rural tastes that would increase the demands for imported urban or foreign

produced goods and food. This would further reinforce the cycle of increasing dependency.

Migration has often been held responsible for the loss of community solidarity and

undermining the socio-cultural integrity of migrant-sending communities.

2.4 Research Gap

Very few researches have been done in this area in the context of Nepal and the research

done is based upon the official data published by the concerned authority. Therefore this

research has tried to cover the data from the informal sources of information as well

such as the family of remitter and few remitters who had returned to Nepal to visit their

family. The other factor about this research is that it has tried to cover the subject matter

with the latest data and information available.
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CHAPTER 3

RESEARCH METHODOLOGY

The main objectives of this study are to examine the impact of the large pool of workforce

leaving the country as well as the contribution made by the inward remittances sent by this

workforce in the economic development of the country. To achieve these objectives, the

study requires an appropriate research methodology. Therefore, this chapter highlights about

the methodology adopted in the process of present study.

Research means to research the problems again and again to find out something more about

the problem. Methodology refers the various steps that are generally adopted by a researcher

in studying his research problem along with the logic behind it. Thus, research methodology

is a way to systematically analyze the logic behind problems so as to find out something

about the problems.

An appropriate choice of research methodology is a difficult task, which is, must necessary to

support the study in realistic term with sound empirical analysis. So that , the study uses the

following research methodology like research design, population and sample, data collection

procedure, methods of data analysis, methods of presentation, etc.

The selection of methodology is based on the research problem and stated questions.Further

interview was conducted for validating the information gathered and to have pragmatic

approach to analyze the current situation. Detail explanations of the research methodology

used are discussed below which seems appropriate to understand methodology in detail:
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3.1 RESEARCH DESIGN

Research design is the main part of the thesis or any research work. “Research design is the

plan, structure and strategy of investments conceived so as to obtain answers to research

questions and to control variances”. It tends to collect the right quantum of accurate

information. A research design is the arrangement of conditions for collection and analysis of

data in a manner that aims to combine relevance to the research purpose with economy in

procedure. The research design is an organized approach and not a collection of loose,

unrelated parts. It is an integrated system that guides the researcher in formulating,

implementing, and controlling the study. Useful research design can produce the answers to

the proposed research questions. The research design is thus an integrated frame that guides

the researcher in planning and executing the research works.

The research design used in this study is descriptive. The research design is a framework for

conducting the research. It is basically a plan that guides the data collected and analysis phase

part of research. The main reason for making the design descriptive is to make the study more

accurate and reliable by using the available data in a systematic manner. For this few number

of people were interviewed and were asked to fill up the questionnaire, and based on this the

information is collected and further analyzed and presented.

3.2 POPULATION AND SAMPLE

The population for this study comprised of the Nepalese going abroad for foreign

employment. Since the people going abroad for foreign employment could not be interviewed

their family members have represented on behalf of them and have been selected as the

population for this study.

The number of people leaving the country for foreign employment is in an increasing trend.

Inward remittances entering inside the country of origin are the result of the efforts made by

such people opting to go abroad for foreign employment. They send their hard earned money

to their belongings here in their country of origin either through the banking channels or by

some other informal channels. These funds are collected either from banks or other

institutions working as sub agents at various locations. People coming to collect such funds

have been selected as the sample for this study. To be more specific, of such people coming
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to collect the funds sent from abroad 125 were selected as samples for this study using cluster

sampling method. Clusters comprised of people coming to collect the fund and amongst such

clusters few persons were randomly selected and interviewed.

3.3 DATA COLLECTION PROCEDURES

As the present study is being undertaken to evaluate the foreign employment and inward

remittance on the overall economic development of the country, the secondary sources of

data are used in the study. The supplementary data and information are obtained from various

sources like quarterly reports and annual reports of the Department of Labour and Nepal

Rastra Bank, various published and unpublished periodicals, magazines and dissertations, and

all available reports and materials of Nepal Rastra Bank (NRB) on inward remittances as

depicted on Balance of Payment figures.

Beside these, various concerned individuals were directly approached to gain required

relevant information. An interview schedule was designed in view of the data requirements.

The interview schedule was administered to the people who had come to collect the funds

sent by their relatives from abroad. Almost all the people who were approached for the

interview readily agreed to respond to the questions. The average time taken for an interview

was 15 minutes.

3.4 SAMPLE CHARACTERISTICS

The sample comprised of 125 respondents who had come to collect the remittance sent by

their relatives from abroad. Due to the time constraint the samples were selected on the basis

of their presence at the money collecting centres at various places. Out of the total

respondents only 5 were the ones who had personally remitted the funds from abroad and had

come home during their vacation.

Most of the respondents i.e. three fourth were the wives of the persons remitting funds from

abroad. Rest one – fourth was represented by remitter’s father, mother, brother etc. On an

average three children per family were dependent on the inward remittance sent by their

parents. Sixty percent of the respondents were illiterate, and out of the rest forty percent,

thirty percent of them had high school education and the rest could only write their name.
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3.5 METHOD OF DATA PRESENTATION AND ANALYSIS

The presentation of data is the basic organization and classification of the data for analysis.

After data collection is completed, the data will be in what researchers call “the raw form”.

The data will still be on questionnaires, data collection forms, and note cards. It is necessary

to arrange the data so that it makes some sense to the researcher and so that it can later be

presented to the readers of the thesis. Different types of data require different methods of

summary and presentation. There are a number of methods, which can be used to simplify the

data. The easiest way to understand data is by examining it in charts, graphs, and tables. But

even before one can arrange data in tables and charts, it is necessary to rearrange the raw

data. Organization and processing of data require knowledge of some technical methods.

There is a definite sequence for analyzing data. The overall process of analyzing data can be

viewed as involving a number of separate and sequential steps. The activities in data

processing include editing, coding, classification, and tabulation of information.

Both the primary data, collected during the survey at various locations where the

concentration of people going abroad for foreign employment is higher and the secondary

data gathered from various sources were categorized, tabulated, processed and analyzed using

different methods.
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CHAPTER 4

PRESENTATION AND ANALYSIS OF DATA

Foreign employment in Nepal is seen to have been established with the inception of

recruitment of Nepalese men as Gorkha Soldiers by the British Empire in the year 1815 A.D.

Foreign employment now is completely different from what it was years ago. There are

approximately 618 manpower agencies involved in recruiting the Nepalese for different

purpose on behalf of the companies from abroad as per the record of Department of Labour.

Nepalese are allowed to go for employment in 107 countries as per the Department of

Labour.

To know in more detail about the state of foreign employment, inward remittances and and

also its impact on the country’s economy, a survey was conducted on the following locations

where the concentration of people going abroad for foreign employment is very much higher.

The survey was done in the following places because of the fact that the foreign employment

was the highest in these area.

1. Birtamode, Jhapa

2. Urlabari, Morang

3. Biratnagar, Morang

4. Rajbiraj, Saptari

5. Lahan, Siraha

6. Siraha, Siraha

7. Mirchaiya, Siraha

8. Janakpur, Dhanusha

9. Jaleshwor, Mahottari

10. Malangwa, Sarlahi

11. Gaur, Rautahat

12. Kalaiya, Bara

13. Birgunj, Parsa

14. Hetauda, Makwanpur

15. Narayangarh, Chitwan

16. Butwal, Rupandehi

17. Taulihawa, Kapilbastu

18. Pokhara, Kaski

19. Baglung, Baglung

20. Beni, Myagdi
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4.1 SIZE OF THE FAMILY MEMBERS AND MAJOR SOURCES OF INCOME

Amongst the 125 respondents of the survey 60 percent have a family size of 1 – 5;

another 35 percent having a family size of 6 – 10 and 5 percent were having a family size

of more than 10 persons living together. It is due to the greater family size specially

found in the terai regions from Bara, Rautahat, Sarlahi, Dhanusa, Mahottari, Siraha and

Saptari districts which has opted the people from these areas to go abroad for

employment In search or better paying jobs.

During the survey, it was found that there were few houses which had actually more than

three of their family members working abroad. They had opted for foreign employment

as they could not find a decent job here in Nepal and was finding it difficult to cope with

the rising expenses for their basic needs. Amongst the respondents, 88 percent had one of

their family member working abroad to support their families here in Nepal. Similarly 9.6

percent had two, 1.6 percent had three and 0.8 percent had more than three of their family

members working abroad.

Nepal previously known as a small agrarian economy in South Asia revealed a different

picture during this survey. The dependence over the earnings made from the agricultural

produce has shifted to some other sources of income due to the Maoist activities in

various parts of the country wherein the farmers are not allowed to sell their agricultural

produce. 50 percent of people had their major sources of income as the inward remittance

that they receive on a periodic basis followed by 24 percent as agriculture, 18 percent

working on a daily wage basis and services and the rest 8 percent from the cattle they

own.

From this it is seen that the growing unemployment problem prevailing in the country,

the ongoing Maoist activities which has made it difficult for the younger generation to

work independently in their land of origin and the growing poverty has led the large pool

of work force to search for some other better options to earn their living. The country

unable to absorb the entire workforce entering into the labour market every year has been

a major cause of increasing unemployment. Willingly or unwillingly large pools of
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unemployed workforce have hence opted to go abroad in search of foreign employment.

For most families their earnings bear the entire financial burden here in Nepal.

Table – 4.1: Family Size and Sources of Income

Particulars Percentage

Family Size

1 – 5 60

6 – 10 35

More than 10 5

Family members living abroad

1 88

2 9.6

3 1.6

More than 3 0.8

Sources of Income

Agriculture 24

Cattle Farming 8

Service 18

Remittance 50

Source: Field Survey at various Places, 2010

Figure – 4.1: Family Size and Sources of Income
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4.2 MAJOR OUTBOUND DESTINATION AND STRUCTURE OF FOREIGN

EMPLOYMENT OF NEPALESE LABOUR

Since the beginning of 19th century it has been seen that Nepalese labourers prefer India

as a major destination for work. This may have been due to the open border between the

two countries. The Census of India on Nepalese nationals indicate that their number has

increased from 82,071 in 1951 to 133524 persons in 1961 and data on population of

Nepal indicates an increase from 498836 persons in 1961 to 526526 persons in 1971. The

Census on 1981 showed that 66.5 percent of the absentee Nepalese in India were engaged

in some kinds of services. Furthermore, 1991 Census of Nepal revealed that there were

650337 absentee populations of which 81.2 percent were in India and the rest were in

other countries. This constituted around 3 percent of the active labour force (estimated in

1996 at around 11.7 million). It is unofficially estimated that almost 33 percent of the un-

employed labour force are working abroad.

The Nepalese going to Gulf countries and India for job belong to poor families

comparing to those going to South East Asian countries. Poorest among the poor are left

behind in the Nepalese villages. These people cannot possibly go even to India because

they lack the necessary element to do so, including network, resources and risk bearing

capacity. Thus, the poorest of the poor are still deprived of the direct benefits of

remittance. According to NRB’s study, of the total Nepalese working abroad, some 24

percent were in India followed by 16.3 percent in Saudi Arabia, Qatar (6.88 percent),

South Korea (6.88 percent), South Korea (6.88 percent), and U.A.E. (5.6 percent). The

study also revealed that some 1 to 5 percent Nepalese workers were found to be working

in the countries such as Japan, Malaysia, Germany and USA.

International Labour Migrants from Nepal

The volume and trend of international labour migration by fiscal year and destination is

presented here based on the available government data from 2002/03 to 2008 April. The

trend analysis of labour migration is to observe the concentration of migrant workers by

both the fiscal years and as per the country of destination.
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Table – 4.2: Outbound Destination and Number of Employees of Nepal

S

.No

Country/
2002/03 2003/04 2004/05 2005/06 2006/07 2007/08 Total

Region

1 Malaysia

43,812.00 45,760.00 66,290.00 302,957.00 378,696.00 79,481.00 916,996.00

2 Qatar

26,850.00 24,128.00 41,952.00 186,266.00 266,094.00 149,927.00 695,217.00

3 Saudi

Arabia 17,990.00 16,875.00 13,359.00 114,281.00 190,469.00 81,620.00 434,594.00

4 UAE

12,650.00 12,760.00 12,503.00 52,971.00 105,941.00 70,718.00 267,543.00

5 Kuwait

907.00 3,914.00 1,686.00 4,776.00 11,939.00 3,069.00 26,291.00

6 Bahrain

818.00 606.00 258.00 1,975.00 6,583.00 10,026.00 20,266.00

7 South Korea

712.00 1,324.00 325.00 1,288.00 6,441.00 56.00 10,146.00

8 Hongkong

564.00 672.00 178.00 370.00 3,704.00 245.00 5,733.00

9 Oman

44.00 73.00 305.00 1,075.00 1,344.00 5,348.00 8,189.00

10 Other

Countries 708.00 1,263.00 1,263.00 5,531.00 6,914.00 15,666.00 31,345.00

Total 105,055.00 107,375.00 138,119.00 671,490.00 978,125.00 416,156.00 2,416,320.00

The above table gives an overview of the volume and trend of Nepalese migrants

working abroad. Analyzing the data since 2002/03 till 2008 April, it is found that a total

of 2,416,320 people are documented foreign labour migrants from Nepal where as the

estimated data is greater than the government’s one. The above data does not include the

Nepali labour migrants to India.

The above data clearly specifies the increasing trend of foreign labour migration in each

year. The volume of labour migrant in 2002/03 is 105,055 which is in increasing trend

every year. The rapid growth of international labour migrants can be observed each year

and the volume has also increased at the similar pattern. The number of people going

abroad as labour migrants is more than 978 thousand after 2006/07, which shows the



61

deep attraction of people toward the foreign labour migration. The data of 2007/08 till

April, indicates that over 416 thousand people have have migrated as labour migrants and

this is expected to be more than double by the end of the fiscal year.

It is observed that the number of labour migrants has begun rapidly only after 1997/98.

This signifies that people started to migrate from their usual place of residence after the

origination of armed conflict in 1996. And the volume has been larger and larger when

the armed conflict made impact in all part of the country, one year after another. The data

can also be analyzed that, since the beginning of armed conflict, people lost their usual

way of earning in their respective villages; so their option to feed their dependents was

very limited and the security of their life was also challenged. At this situation, the people

are attracted to go abroad for work, earn some money and send back to their families.

The impact of information and communication all around the country is another factor to

justify the increased volume of labour migrants in the past few years. Media are very

powerful and scattered all around the country. Even the general people have access to

media and they are well known about opportunities in foreign employment through the

public information of manpower agencies. People’s interest to be engaged in new forms

of job in a new environment is another factor for the increasing volume of labour

migration from Nepal.

To view graphically the number of Nepalese going abroad for foreign employment four

major outbound destinations were selected on the basis of higher volume of Nepalese

going to that particular destination.

Presented below is the graph which shows the number of Nepalese people going abroad

for foreign employment and the data covers a six year period from from 2002/03 to 2008

April. We could not take the data after 2008 as this has not been compiled yet.

Figure – 4.2: Major Outbound Destinations for Nepalese People
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From figure 4.2, it can be seen that though there were few Nepalese going to Malaysia till

2002/03, it currently has surpassed all other countries as far as number of Nepalese going

there is concerned followed by Qatar, Saudi Arabia and U.A.E. Malaysia became a

favorite destination for Nepalese since 2002/03 and has picked up momentum since then.

People have not shown much interest in going to Saudi Arabia and U.A.E. as depicted by

the graphs. Peoples craving toward Doha and Malaysia has increased tremendously and is

still on an increasing trend for few more years.
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Structure of Foreign Employment of Nepalese Labour as per Field Survey

Nepal has witnessed international migration since 1815 A.D. when Nepalese were

recruited as soldiers in India. Due to the open border between India and Nepal it has been

very difficult to estimate the figure of Nepalese currently working who might have

migrated there during such a long period of time. Ignoring the number of Nepalese

working in India, it has now been observed that the trend of people going abroad i.e. in

the Middle East for foreign employment has increased considerably. This may have been

due to the fact that these countries offer higher salaries in comparison to India.

During the field survey conducted at various places it was found that amongst the

respondents 34 percent had gone to Malaysia, followed by Doha, Qatar (32 percent),

Saudi Arabia (24 percent) United Arab Emirates (10 percent), South Korea (3 percent)

and the rest to other destinations in search of foreign employment (Table: 4.3). This

figure however excludes the data of people migrating to India in search of employment.

Table – 4.3: Major Destination and Proportion of Nepalese workforce

Name of the country Percentage Name of the country Percentage

Malaysia 34 Bahrain 2.6

Doha, Qatar 23 Oman 1.4

Saudi Arabia 16 South Korea 0.6

United Arab Emirates 12 Israel 0.3

Kuwait 5.2 Others* 4.9

* Others include Afganisthan, Israel, Hong Kong, Maldives, Iraq etc.

Source: Field Survey at various Places, 2010
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Figure – 4.3: Nepalese Foreign Employment Structure As per Field

Survey

Nepalese Foreign Employment Structure As Per
Field Survey
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4.3 AGE, EDUCATIONAL QUALIFICATION AND DURATION OF CONTRACT

TO WORK

The current trend shows that the flow of people going abroad for foreign employment

mostly comprises of labour class people. Due to the modality of such work it requires

young, energetic and healthy people to be recruited. Amongst all the respondents on

behalf of their relatives working abroad, about 60 percent of Nepalese worker’s age was

found to be between 26 to 40 years. Similarly 21.8 percent were over 40 years and 18.8

percent were young people of not more than 25 years old.

As mentioned earlier, since the majority of the people seeking foreign employments

belong to the labour class people, educational qualification is often considered less

important for the large pool of this workforce and especially for those going towards the

Middle East as revealed in the survey. According to the survey, the largest portion of the

labour force only have an educational qualification of primary level and represent 53.8

percent of the total population, followed by 21 percent who have passed S.L.C.,

Intermediate Level (16.3 percent) and those having a qualification of graduate level

covers 8.8 percent of total population.
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It is observed that the labour demanding states do not directly recruit its employees on a

long term basis. It is done on a contractual basis and is normally for a duration ranging

from 1 – 5 years with the provision of extending it provided that there is no bad record

against such employee. However, the extension decision completely depends upon their

discretion. According to the survey, amongst people who have gone abroad for foreign

employment, about 25 percent were found to have gone for a duration of 1 year, whereas

people staying for 1 – 3 years comprised of 26.3 percent. Similarly 18.1 percent were

found to have been working there for a duration of 3 – 5 years and the rest 30.6 percent

were found to have been working there since the last 5 years i.e. for more than 5 years.

Table – 4.4: Details of individuals going abroad for foreign employment

Particulars Percentage

Age

Till 25 years old 18.8

26 – 40 years 59.4

Above 40 years old 21.8

Educational Qualification

Below SLC 53.8

SLC Equivalent 21

Intermediate Level 16.3

Graduate Level 8.8

Duration of Contract to Work

For 1 year 25

1 – 3 26.3

3 – 5 18.1

For more than 5 years 30.6

Source: Field Survey at various Places, 2010
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Figure – 4.4: Details of Individuals Going Abroad For Foreign Employment
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4.4 LABOUR MARKET AND NEPALESE MANPOWER SUPPLY

The history of Nepalese labour force going abroad for better opportunities dates back to

the early nineteenth century when Nepalese soldiers were recruited in the British Army.

This trend has continued to this day, with more than 60 thousand Nepalese working in the

Indian Army and other government institutions in India. Realizing the imperatives of the

foreign employment in the economic growth of the country, His majesty’s Government

of Nepal introduced Foreign Employment Act in 2042 B.S. (1985 A.D.) and joined the

employment market by sending its surplus manpower abroad for employment. But in

reality, the outflow of the Nepalese workers from the country in considerable number

started only after 1990.

It was only when the countries in the Middle East opened their door for foreign

employment during the nineties which led the larger pool of unemployed workforce to go

there in search of employment. Eighth and Ninth Development Plan further recognized

the importance of foreign employment and the benefits that the country can get from this

and thus highlighted policies which facilitated Nepalese wanting to go to the Middle East

for foreign employment. As a result of this currently Middle East singly constitutes 86%

of Nepalese going abroad for foreign employment excluding India. Manpower Agencies

then started mushrooming in the capital city, having recognized the scope of being a

facilitator to bridge the gap between the labour surplus country and countries demanding

for it.

Mode of going abroad for foreign employment

There are altogether 618 Manpower Agencies who have taken license from Government

of Nepal, Department of Labour and Employment Promotion. Out of all the respondents,

the largest portion i.e 64 percent had gone abroad for foreign employment through

Manpower Agencies followed by 24 percent of people who were helped by their friends

abroad; similarly 9 percent had initiated the process themselves followed by 3 percent

through other means.
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In order to select workers for foreign employment the licence-holder i.e. the Manpower

Agency shall have to obtain prior permission of Government of Nepal and for such

permission an application with the following particulars shall have to be submitted:

 Name and address of the employment providing institution.

 Type of foreign employment.

 Copy of the agreement, regarding the sending of workers abroad for employment,

between the employment providing institution and the licence-holding institute.

 Copy of the contract between the employment providing institution and the

worker.

 Others particular as prescribed.

After obtaining permission of Government of Nepal the licence holder shall have to

advertise publicly with particulars as prescribed for the selection of workers.

Expenses Incurred while going abroad for foreign employment

The licence-holder i.e. the Manpower Agencies are allowed to take service charge as

prescribed for providing foreign employment as per the Employment Act. Depending

upon the country of destination, nature of work, duration of the contract etc Manpower

Agencies take certain charges with each individual. When inquired about the expenses

incurred while going abroad for foreign employment it was found that it ranged from

NRs. 50,000 to NRs. 300,000. Out of the total respondents who had opted to go abroad

through Manpower Agencies, 81.3 percent were found to have incurred an expense

ranging from NRs.50,000 to NRs.100,000 followed by 10 percent in the range of

NRs.100,000 – 150,000, 6.3 percent in the range of NRs.150,000 – 200,000 and 2.5

percent having incurred an expense of more than NRs.200,000.
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Table – 4.5: Mode of going abroad for foreign employment and expenses incurred

Particulars Percentage

Mode used for going abroad for foreign

employment

Self 9

Through Agents 64

Through Friends Abroad 24

Other Means* 3

Expenses incurred while going abroad for

foreign employment (In NRs.)

50,000 – 100,000 81.3

100,000 – 150,000 10

150,000 – 200,000 6.3

More than 200,000 2.5

*Other Means include people taken away by the Employer themselves, taken along with their friends etc.

Source: Field Survey at various Places, 2010

Figure – 4.5: Mode and Expenses Incurred While Going Abroad For Foreign Employment
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4.5 SOURCE OF EXPENSES INCURRED WHILE GOING ABROAD FOR

FOREIGN EMPLOYMENT

It was found during the field survey that the larger portion of people going abroad for

foreign employment has opted to go there through Manpower Agencies. It may have been

due to their ignorance about the process involved while going abroad for foreign

employment or the Government’s policy that people tend to choose such agents for
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arranging all the documents related to going abroad. Manpower Agencies process for the

employment visas on behalf of the applicant and charge the service fee according to the

nature of work in which the applicant is interested in hence bridging the gap between the

labour demanding countries and the ever increasing unemployed labour force entering

into the labour market here in Nepal.

Shattered by the political instability, Nepal has been badly hit by the ongoing Maoist

activity which is one of the major causes of people opting to go abroad for foreign

employment. Making an investment to pay the Manpower Agencies for a return of a good

placement abroad is the most prominent investments seen these days. Investing in such

sectors can force an individual to sell his inherited property or get loans on higher interest

rates or use all the funds that one has or to use other possible means.

The survey showed that 43.6 percent of people used their own fund while going abroad

for foreign employment followed by 39.8 percent of people who had no other option but

to take loans on higher interest rates from the local vendor. Similarly, 9.2 percent of

people could only proceed forward with the process after they sold their land and

property, followed by 2.3 percent people who didn’t have to incur any expenses while

going abroad and the rest 5.1 percent had gone through other means i.e. their expenses

were all incurred by the employer or they had taken interest free loans through their

relatives (Table – 4.6).

Table – 4.6: Sources of Expenses Incurred

Sources of Expenses Incurred Percentage

Fund available with themselves 43.6

By taking loans on higher interest rates 39.8

By selling the land and property 9.2

No expenses incurred 2.3

Through other means* 5.1

Total 100.0

* Other means include expenses incurred by employers, interest free loans taken from their relatives etc.

Source: Field Survey at various places, 2010

Figure – 4.6: Sources of Expenses Incurred
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Sources Of Expenses Incurred
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4.6 TYPES OF WORK FOR WHICH THE NEPALESE PEOPLE ARE

RECRUITED

There were various instances where the people going abroad for foreign employment

were not actually involved in the work they were told during their departure from Nepal

by the Manpower Agencies. During the survey it was found that few people were even

not accepted by the Company that they were said of having been demanded from.

According to the field survey that was conducted on the above mentioned 20 locations,

the types of work that the Nepalese people are involved into are primarily divided into

three main categories. They are as follows:

1. Labour Class Jobs

2. Clerical Jobs

3. Highly Qualified Jobs

Field survey showed that 75 percent of the people were involved in a labour class jobs

followed by the next 21.6 percent involved in the clerical jobs and the rest 3.4 percent

were found to have been involved in highly qualified jobs such as engineers, internal

auditors, managers, system analysts etc (Table – 4.7).
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People involved in the labour class jobs mostly comprised of the illiterate people under

either semi-skilled or unskilled categories. It is their illiteracy which has forced them to

accept the labour class jobs. People involved in the clerical jobs mostly had an

educational qualification of intermediate to bachelor level. Their job descriptions

involved looking after certain departments, recordkeeping, accounting etc. Highly

qualified jobs comprised of people such as engineers, doctors, managers, system analysts

etc. They are the ones who are highly paid unlike the two other categories of workers.

Table – 4.7: Types of Work Nepalese People are involved into

Particulars Percentage

Labour Class Jobs 75

Clerical Jobs 21.6

Highly Qualified Jobs 3.4

Total 100

Source: Field Survey at various places, 2010

Figure – 4.7: Types of Work Nepalese People are Involved Into

Types Of Work Nepalese People are Involved Into
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4.7 INCOME STATUS OF NEPALESE WORKERS ABROAD

Monthly Salary

Due to the different geographical location of the country of origin and the destination

country, it was not possible to directly make a survey amongst the Nepalese people who

had gone abroad for foreign employment. However the survey did manage to cover the

experience of the few Nepalese migrant workers who were currently in Nepal for their

vacation. Direct interaction with such people was very much informative as far as their

state of employment and earnings were concerned. This could not have been possible by

interviewing the representatives of such people.

During the survey, it was found that almost half of the population i.e. 49.6 percent of

respondents had their remitter’s monthly income of NRs.15,000 followed by 20.8 percent

with the monthly income range of NRs.15,001 – 30,000. Similarly 13.6 percent of people

had their monthly income ranging from NRs.30,001 – 45,000, followed by 8.0 percent of

them having the income range of NRs.45,001 – 60,000 and the rest 8.0 percent having the

income range of above NRs.60,000 (Table – 4.8). Considering the salary structure and on

the basis of the field survey conducted at various places it was found that the average

salary structure of Nepalese Labourers working abroad was NRs.23,100.

First money transfer made to Nepal from the country of destination

When asked about the first money transfer received by the beneficiary since the remitter

left their country of their origin, it was found that 51.2 percent took the time of 2 – 6

months after their joining of work abroad, followed by 23.2 percent who had sent during

6 – 12 months. Similarly 13.6 percent of people were found to have made their first

remittances after a year of their departure whereas 12 percent did it after a month of their

joining date (Table – 4.8).
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During the field survey it was found that remittance made to Nepal by the Nepalese

workers gone abroad especially on a contractual basis largely depends upon the receipt of

their monthly income followed by the necessity of funds back home here in Nepal. It was

found that some employers paid their workers on a quarterly basis as had been preferred

by their employees. They would hence remit on a quarterly basis which would be more

cost effective as far as the service charge of remitting of funds is concerned. Settling of

high interest bearing loans are another important factor which would compel the

Nepalese workers gone abroad to send their initial incomes at the earliest possible. On the

other hand it was found that families of few people who were financially well off here in

Nepal received their first remittance after a year of his/her departure. However it was

found that almost all the Nepalese people going abroad for foreign employment had the

tendency to remit fund to support their family members back home in Nepal.

Table – 4.8: Income Status of Nepalese workers abroad

Particulars Percentage

Monthly Income of Nepalese working abroad

Upto 15,000 49.6

15,001 – 30,000 20.8

30,001 – 45,000 13.6

45,001 – 60,000 8.0

Above 60,000 8.0

First money transfer made to Nepal from the

country of destination by the remitter

One month 12

2 – 6 months 51.2

6 – 12 months 23.2

More than a year 13.6

Source: Field Survey at various places, 2010
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Figure – 4.8: Monthly Income of Nepalese Workers Abroad

Monthly Income of Nepalese Working Abroad (In
NRs.)
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4.8 MODE OF FUND TRANSFER AND TIME TAKEN TO RECEIVE SUCH

TRANSFERS

The main concern to most of the Nepalese working abroad especially on a contractual

basis is to find the most reliable and cheapest mode of transferring their hard earned

money to their family members back home. There have been several instances where the

beneficiary has been helpless as the fund sent from abroad could not reach to his hand

despite going to the concerned place. This hence calls for the remitter to choose the most

reliable and authenticated mode while making such transfers from abroad so that the

beneficiary back home does not have to take unnecessary burden to receive it safely.

Mode of fund transfer

Banks, paying agents, hundis, friends, and money orders are the most frequently used

mode of transferring funds from abroad. During the field survey it was found that the

largest portions of respondent were receiving their funds through the paying agents

situated at their villages or towns i.e. 66.4 percent received their funds through paying

agents. Similarly the next large group i.e. 16.8 percent comprised of people who were

receiving such transfers from banking channels, followed by another 12 percent of people

who received the funds through hundis or hawalas. The remaining 4.8 comprised of
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people who received their funds from the friends of the remitter who had personally come

here on the vacation (Table – 4.9).

Time taken to receive the fund transfer

Due to the technological advancement people prefer both sending and receiving the funds

through the fastest means. Time taken to receive the transfers by the beneficiary once it

has been initiated from the senders end is what is considered most important these days.

It is this particular factor which determines the mode of transferring funds these days.

Time taken to receive the funds back home depends upon the mode that is used by the

remitter for its transfer. The faster the mode of transfer, the more costly it is; hence the

mode that is used for the transfer depends upon the urgency of fund at the receivers end.

Banking means of transferring funds from abroad can be through any of the followings:

 Demand Drafts drawn on a particular bank that has an agency relationship with

the bank abroad where the draft is made

 Telegraphic Transfers

 Online Transfers

 Swift Transfers

 Payment instructions using authenticated test keys etc.

According to the survey it was found that 73.6 percent of the beneficiaries were receiving

the funds in between 2 – 7 days followed by 13.6 percent of people receiving it on the

same day. Similarly for 10.4 percent of people it took 1 – 4 weeks to receive the fund

whereas there were 2.4 percent of people whom it had taken more than a month to

receive the funds after it had been transferred by the remitter (Table – 4.9).

Frequency of remitting funds from abroad

During the survey it was found that the larger portion of people had a lower monthly

income of NRs.15,000. Due to the fact that remitting small portion of funds more

frequently would cost the remitter more than remitting a sizable income on a periodic

basis it was found that the frequency of remitting funds on a quarterly basis dominated
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others. Due to the modality of remitting funds by the remitter it was divided into five

categories: Monthly, Quarterly, Biannually, Yearly and Not Regular.

Field survey witnessed that 52 percent of the respondents were receiving their funds on a

quarterly basis followed by 18.4 percent receiving on a monthly basis. Similarly 20

percent were found to have been receiving their funds biannually, 5.8 percent on a yearly

basis and the rest 3.8 percent were not receiving the funds on a regular basis. Beside

these, according to the respondents it was found that the frequency of remitting funds

during the festival seasons like Dashain, Tihar, Chath etc. go very high. The flows of

inward remittances during the festival seasons are very high (Table – 4.9).

Table – 4.9: Mode of fund transfer and time taken to receive such transfers

Particulars Percentage

Mode of fund transfer from abroad

Banks 16.8

Paying Agents 66.4

Individual Persons 12

Hundis or Hawalas 4.8

Time taken to receive such fund transfers

The same day 13.6

2 – 7 days 73.6

1 – 4 weeks 10.4

More than a month 2.4

Frequency of remitting funds from abroad

Every Month 18.4

Quarterly 52

Biannually 20

Yearly 5.8

Not Regular 3.8

Source: Field Survey at various places, 2010
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Figure – 4.9: Mode and Frequency of Remitting Funds From Abroad
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4.9 STATE OF THE COLLECTION OF FUND TRANSFER FROM ABROAD

Merely remitting fund from abroad does not complete the process of fund transfers. It

actually has to go through a long process before it is finally delivered to the concerned

beneficiary. Though few years ago, people from various parts of the country were

availing the banking facility even at the most remote areas the situation does not remain

the same at today’s context. Rastriya Banijya Bank, Nepal Bank Ltd., Agricultural

Development bank had established various branches at different parts of the country.

However due to the ongoing Maoist insurgency and the frequent bank robberies,

occurring in the various part of the country from their hand, have forced these banks to

withdraw their branches from these rural
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During the survey it was clearly seen that most of the young generation having a strong

desire to flee from the country in search of the foreign employment came from areas

which has been badly affected by the Maoist activities. They are left with no choice but

to flee out of the country to earn the livings of their belongings.

It was due to this craze of people going abroad for foreign employment and the huge

volume of inward remittances soaring inside the country which has attracted banks as

well as other financial institutions to invest in this sector. Having identified the potential

gain from the inward remittances, various banks and other financial institutions after

having taken the approval from the central bank of Nepal started tying up with the

exchange houses abroad. Such tie-up with the exchange houses abroad have initiated both

the banks and other financial institutions to establish sub-agents at various parts of the

country so as to facilitate a smooth operation of inward remittance as far as delivery of

payment to the concerned beneficiary is concerned.

During the field survey when the respondents were inquired about the distance they

would have to travel while collecting the remitted funds, the largest portion of people

(78.4 percent) said that they hardly had to cover any distance for collecting such funds.

Similarly 19.2 percent of people said that they had come to collect their fund from as far

as 25 kilometers where as the rest 2.4 percent had to come traveling 50 kilometers to

collect the fund (Table – 4.10). This clearly indicated that almost all the places where the

field survey was conducted there were the presence of paying agents who were either

acting on behalf of the banks or other financial institutions involved in remittance

business. This to a large extent has eased in the operation of the inward remittance

business by making a proper chain for the safe delivery of funds to the beneficiary.

Even though choosing the mode of transferring of funds to their country of origin is

completely dependent upon the remitter’s choice, however the response from the

beneficiary also plays a vital role in choosing amongst the available mode of transferring

of funds. While inquired about the place of their preference for receiving the remitted

funds 64 percent voted for the paying agents, followed by 18.4 percent of people who



80

preferred receiving through banking channels. Similarly 13.6 percent of people choose

for the hundis and the rest 4 percent went for the delivery by the individuals coming

home from abroad (Table – 4.10).

While asked to specify the reason behind preferring particular place to receive the funds

68 percent said that they would prefer a place which would be fast, hassle free and does

not require more paper works like in Banks for delivering of funds. Similarly another 20

percent said that they would go for a more reliable place like banks where funds can even

be deposited in their own account whereas 8.8 percent said that they would prefer hundis

because it hardly requires any paper works. The remaining 3.2 percent of people would

ask their remitter to send it with someone who was visiting home soon and said that this

would be cost efficient and safe delivery is ensured (Table – 4.10).

Table – 4.10: State of collection of fund transfer from abroad

Particulars Percentage

Distance traveled to collect the fund

Nearby 78.4

Within 25 Kms 19.2

Within 50 Kms 2.4

Takes more than a day -

Beneficiary’s preference of the mode

of fund transfer

Banks 18.4

Paying Agents 64

Individual Persons 4

Hundis or Hawalas 13.6

Factors determining their preference

of receiving funds

Reliable & banking facilities 20

Fast, Hassle Free & easy delivery 68

Safe delivery at own house 3.2

Reluctant to change 8.8

Source: Field Survey at various places, 2010
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Figure – 4.10: State of Collection of Fund Transfer from Abroad
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4.10 VOLUME OF REMITTED FUND AND PROBLEM FACED DURING

ITS RECEIPT

Volume of remitted fund

Nepalese people going abroad for foreign employment tend to save their earnings after

meeting their expenses and send it back home to sustain the living of their belongings.

The higher the income of any individual the larger would be their remittances. As

discussed earlier the frequency of fund transfer would depend upon the need of it,
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followed by the service charge hence it has been witnessed that Nepalese people tend to

send a lump sum amount on a periodic basis rather than sending it on a monthly basis.

The income status of an individual determines his capability of remitting funds back

home as far as the volume of remittance is concerned. When the respondents were

inquired about the volume of remittance they receive, 58.4 percent said that they were

normally receiving in the range of NRs.10,000 – 25,000, followed by another 25.6

percent of people who claimed of having received in the range of NRs.25,001 – 50,000.

Similarly 10.4 percent of people were found to have received in the range of NRs.50,001

– 100,000 and the rest 5.6 percent were receiving more than NRs.100,000 (Table – 4.11).

Calculating the average of the fund remitted by the remitter to their belongings here in

the country of origin it was found that on an average they remit Rs.31,700 per transfer.

Problem faced during the receipt of fund transfer

With the closure of various branches of banks at various locations especially in the rural

areas, the people have been deprived of the basic banking facilities that they were

previously availing from such branches of the banks. With the ever increasing number of

people going abroad for foreign employment, inward remittances are for sure to soar

inside the country in the same increasing trend. But with the unavailability of banking

operations due to the threat of the ongoing Maoist activities, it is the people who are

severely victimized. Receiving the inward remittance sent from abroad by the remitter in

such situation is a far cry.

It was only after the need for overcoming the problems faced by various people at various

locations of the country to receive the remitted fund safely was felt, which urged various

exchange houses and banks to take initiative steps in this regard. After having taken the

approval from Nepal Rastra Bank, the central bank of Nepal, private Having tied up with

various exchange houses abroad where the presence of Nepalese were felt substantially

and further extending its operation by tying up with various individuals and firms here in

Nepal so as to increase the number of payout locations, the business of inward remittance

experienced a dramatic change agents such as International Money Transfer and
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Prabhu Money Transfer emerged out as an agent whose main motto was to facilitate

the inward remittance business. After the establishment of such paying agents at various

locations of the country, people from the rural areas have greatly benefited from it. Such

paying agents have been able to cater the need of the people as far as delivery of inward

remittances is concerned.

When asked about any instances when it had taken a very long time to receive the

remitted funds amongst the respondents, 48 percent said that they have indeed witnessed

such instances whereas the rest 52 percent said that they have so far not experienced any

problems receiving their payment though they had to wait for the whole day to receive

the money during some occasions. Amongst the 48 percent, when they were asked of the

reason for having faced such problems during the receipt of the transferred funds 43.3

percent said that they had gone to a wrong place to collect the fund whereas 30 percent

had approached the paying agent with the wrong security number. Similarly 18.3 percent

of people had to suffer due to the unavailability of banking services followed by the rest

8.4 percent who had received the message late from the remitter (Table – 4.11).

Table – 4.11: Volume of Remitted Fund and Problem Faced During its Receipt

Particulars Percentage

Volume of remitted fund

10,000 – 25,000 58.4

25,001 – 50,000 25.6

50,001 – 100,000 10.4

More than 100,000 5.6

Reasons for problems faced during

the receipt of the remitted fund

Wrong agents approached 43.3

Wrong security number 30

Unavailability of banking service 18.3

Communication gap 8.4

Source: Field Survey at various places, 2010
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Figure – 4.11: Volume of Remitted Funds Per Transfer
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4.11 UTILIZATION OF THE REMITTED FUNDS AND SAVING STATUS OF

RECIPIENTS

During the survey it was found that most of the people opting to go abroad for foreign

employment had to rely on various available options for arranging funds required for

going abroad. Such available options comprised of high interest bearing loans from the

local vendor, interest free loans, sale of property etc. It is due to this fact that the initial

funds remitted from abroad is normally used to settle such loans.

When the respondents were asked about the end use of the funds remitted from abroad 40

percent said that they would use the fund to settle the loans outstanding if any or for their

basic needs. Similarly 20 percent had accumulated the funds and used to buy

land/building as per their requirement followed by another 30.4 percent of people who

had used it in educating their children whereas the rest 9.6 percent had diverted such

funds to some business activities like farming, small scale business etc (Table – 4.12).

Since very few people send money on a monthly basis, it is the recipients who would

have to save the money so as to meet their monthly expenses. Some have even been able

to save substantial amount after having met their basic requirements. Depending upon the
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monthly income of the remitter and the financial status of the recipients, the monthly

saving of any remittance receiving families can be determined.

When the respondents were asked about the savings they made out of the funds they

received, 20 percent said that they have not been able to save any funds out of the

remitted funds whereas as the rest 80 percent comprised of people who were able to save

some after meeting their basic requirements. When inquired about the volume of the

funds saved, 53 percent said that they have saved NRs 5,000-10,000 followed by 23

percent of people who had been able to save NRs.1,000 – 5,000. Similarly 15 percent

were able to save NRs.10,000 – 25,000 whereas the rest 9 percent could save more than

NRs.25,000 on a monthly basis (Table – 4.12). This would again depend upon the

volume of remittances sent by the remitter and the frequency of remittances.

Saving gives a greater financial strength to the recipients as far as meeting any financial

obligations are concerned. It also provides a financial cushion to many families having a

financial crisis. On the other hand this opens up investment opportunities to the

recipients. Savings can easily be converted into some productive investment wherein one

can multiply their savings.

Table – 4.12: Utilization of the Remitted Funds and Saving Status of the Recipients

Particulars Percentage

Utilization of the remitted funds

Settling loans and meeting basic needs 40

Educating Children 20

Buying Land / Building 30.4

Investing in some sectors 9.6

Monthly savings of the

recipients

1,000 – 5,000 23

5,000 – 10,000 53

10,000 – 25,000 15

More than 25,000 9

Source: Field Survey at various places, 2010
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Figure – 4.12: Utilization of Remitted Funds and Saving Status of the Recipients
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4.12 INVESTMENT CLIMATE AND INVESTMENT OPPORTUNITIES

The country has been badly hit by the ongoing political instability. The country has not

witnessed the completion of any big projects due to the prevailing condition. Maoist

activities have compelled many countries and investors to defer their investment

programmes for an indefinite period of time. This on one hand has shattered the Nepalese

economy whereas on the other hand it has given rise to the ever increasing number of

Nepalese going abroad for foreign employment.

As witnessed during the field survey, the respondents, when inquired about their

intentions to invest in any productive sectors or if they were aware of any investment
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opportunities most of them said that they were interested in such investment

opportunities. 74.4 percent of respondents showed their keenness in making such

investments whereas the other 25.6 said that they were currently not in a position to make

such investments.

Although many of them were aware of such investment activities and showed their

keenness in it, only 36.8 percent of the respondents were found to have really indulged

themselves in such activities. Amongst the 63.2 percent of respondents who were not

involved in any sort of investment projects said that despite having interest in making

such investments they were unable to make the decisions. They were urging for some sort

of technical assistance from the concerned authority before making any investment

decisions.

When asked for the opinion of the respondents, 97.6 percent of them said that there

should be government level awareness campaign for such investment opportunities so as

to make people aware of those sectors where they could invest their funds. The rest 2.4

percent opined differently.

4.13 MACRO ECONOMIC IMPACT OF INWARD REMITTANCE

Contribution of Inward Remittance to Total Export, Total Import, Foreign

Exchange Reserve and Gross Domestic Product (GDP)

If we visualize the effect of remittance from macro perspective in the case of Nepal, what

we find is that its contribution to total export, total import, foreign exchange reserves and

GDP have increased significantly over the years. As the flow of remittances heavily

influxed from the beginning of FY 1990/91, its contribution to these variables rose

tremendously over the years. For the purpose of this study, we have only taken into

consideration the figures from 2002/03 to 2007/08 i.e. a period of six years (Table –

4.13).
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Table – 4.13: Remittances Flow, Total Export, Total Import, Foreign Exchange Reserve and Gross

Domestic Product

Years

Inward

Remittance

Total

Export

Remt

as

Total

Import

Remt

as

Foreign

Exchange
Remt as GDP

Remt

as

(Remt) (T.E.)
% of

T.E.
(T.I.)

% of

T.I.

Reserve

(FER)

% of

FER

% of

GDP

2002/03 54,203.30 49,930.60 108.56 124,352.10 43.59 108,229.40 50.08 437,546.00 12.39

2003/04 58,587.60 53,910.70 108.68 136,277.10 42.99 130,205.10 45.00 474,129.00 12.36

2004/05 65,541.20 58,705.70 111.64 149,473.60 43.85 129,896.40 50.46 504,101.00 13.00

2005/06 97,688.50 60,234.10 162.18 173,780.30 56.21 165,033.00 59.19 654,055.00 14.94

2006/07 100,144.80 59,383.10 168.64 194,694.60 51.44 165,126.00 60.65 727,089.00 13.77

2007/08 142,682.70 59,266.50 240.75 221,937.30 64.29 212,623.50 67.11 820,814.00 17.38

In 2002/03 the contribution of remittance to the total export and import were 108.56

percent and 43.59 percent respectively which went up to 240.75 percent and 64.29

percent respectively in 2007/08. Likewise, the contribution of remittances to Nepal’s

GDP rose promisingly over the years. In 1990/91 the share of remittance to the total GDP

was just 1.7 percent which rose up to 12.39 percent in 2002/03 and subsequently to 17.38

percent in 2007/08. The ratios of remittance have been found to be significant in

proportion to the country’ foreign exchange reserves too. For example, in 1990/91 its

share was just 16.1 percent which rose to 50.08 percent in 2002/03 and since then has

been experiencing ups and downs in its contribution to country’s foreign exchange

reserves and was 67.11 percent in 2007/08. These facts and figures reveal that remittance

has become life blood of Nepal’s economy.

It can be seen that remittances play a central role in the economies of many labour-

supplying countries including Nepal. The flow of remittance in the economy does not

determine the level of economic growth but the manner the country uses it is of much

importance. Meaningful utilization of remittance money paves the way for boosting
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socio-economic activities towards deprived people and for the development of remote

areas of the nation. Mere collection of remittances in banks and financial institutions does

not bring desired outcome in the economy. Such funds should be channelized into

different layers of the economy to meet twin goals of poverty alleviation and sustainable

development. Presently planners and policy makers are also recognizing the crucial

significance of remittances to national economy. Through meaningful utilization of

remittance, economic activities could boost up and thereby lift the living standard of the

people in a satisfactory manner. This would in turn raise the level of output, employment,

export and foreign earnings. The GDP growth of the nation could be improved in the long

run with the better use of remittances.

The importance and impact of remittance in the economy could be assessed through

various ways. Some empirical studies suggest that for a number of developing countries,

the level of remittances is significant in proportion to the country’s merchandise exports.

The increase in remittance, if substantial, can contribute significantly towards stabilizing

the exchange rate, increase availability of foreign exchange for imports, lessen the

dependence on foreign borrowing and aid and in some cases relieve the pressure to accept

the harsh conditionality imposed on borrowings by multilateral agencies.

Hence what we can find from the above data is that remittance money has also become a

crucial component for Nepalese economy. The GDP has also accounted remittances as

one of the major sources of national income of the country. The remittances have

contributed significantly to maintain Nepal’s favorable Balance of Payment position.

4.14 MAJOR FINDINGS OF THE STUDY

4.3.1 Characteristics of Labour Migration Trend

Current trend of international labour migration in India, Middle East, South East Asian

countries and Europe and America is a grown-up form of traditional migration as

“Lahure” in Indian and British Army and domestic workers in India. The current

international labour migration can be separated on the basis of “Class” of the people.
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The poor and vulnerable groups of people are migrating to India and they are only able to

spend a little money for their trip. The second type of migrant workers are from a bit

well-off family, but not educated (in most cases) and can spend upto Rs.100,000 (either

by taking loans or selling the inherited property). These groups tend to migrate as a

foreign labour towards the Middle East and Malaysia.

The third types of people are from the middle or higher middle class family who are

motivated to migrate in East Asian countries like Japan and South Korea. Having a

capacity to spend from NRs.400,000 – 700,000 these people are ready to bear higher risk

for higher income. The fourth types of people are from a well-to-do family who are

motivated to migrate towards Europe, America and other developed countries in Asia

Pacific region.

The trend of foreign labour migration is seen to have increased after 1990 when

democracy was restored in Nepal. Before 1990 it was very hard to obtain passports from

administrative authority and the Ministry of Foreign Affairs in Kathmandu was the only

government institution authorized to issue passports. It was only after the labour market

was open for Nepalese people wanting to go abroad for foreign employment; the need for

a hassle free mechanism to issue passports was felt. This initiated the mechanism of

issuing passports from the concerned districts. At the same time government adopted

liberal economic policy and open democratic environment, which assisted to increase

diplomatic relationship with other countries. Increased movement of people in different

corner of the world also supported the Nepalese to explore new possibilities and

opportunities in other parts of the world. The development of Information

Communication and Technology (ICT) also made people able to look for international

job from personal level.

As a result of these all factors the establishment of manpower agencies grew rapidly and

initiated to supply manpower in the Gulf States which was trying to overcome its

shattered economy due to the recent gulf war. Honesty and believable nature of Nepalese
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workers added more value to promote the business of supplying manpower in a very

short span of time.

4.3.2 Motives behind Labour Migration

People from the middle class or lower class family go abroad in search of work mainly

for financial gain. So, the only motive behind labour migration is money. General

expectations of most of the migrants are paying debts; enroll children into the school,

jewelries for women members of the family, general medical expenses and a bit

comfortable life than previous one.

The people from higher middle class who go for foreign employment are with more

expectations than the middle class or the lower class family. The higher middle class

people would like to buy land in Terai areas, buy a house either in the district

headquarters or in the city and to earn some money for running a small enterprise after

returning back from their work abroad.

Similarly the people gone to Europe, U.S.A and other developed countries mostly

comprised of people from the major city areas (Kathmandu, Biratnagar, Dharan, Pokhara

and others) of Nepal. They are from higher class family and are ready to bear high risk

for the money they invest. Even their motives behind migration are to earn sufficient

enough to at least own a house and a car in Kathmandu and invest rest of the money for

business work. Whereas some of the people from an aristocratic family even plan to settle

down in the country of destination.

4.3.3 Benefiting Factors of International Labour Migration

Over the years, population growth coupled with a dearth of employment opportunities

have forced many Nepali workers to leave for foreign shores in search of work. Getting a

job, eking out a livelihood and leading a respectable life at home have become more and

more difficult. The nation is still without a vibrant industrial, financial, agricultural and

service sector.
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Therefore, steady growth in the nation’s economy, which could have helped raise the

living standard of many Nepalese, has become a distant dream. As a result, skilled, semi-

skilled and unskilled workers are leaving the country in masses to work and earn. The

deterioration in the security situation has also induced many Nepalese to go abroad in

search of jobs so that they could send some of their saved earnings to sustain their

families back home. The bulk of Nepali workers go to nearby India, while others choose

to go to the Gulf countries, Malaysia, South Korea, Japan, Israel, Australia, Europe and

America. In recent times, the number of women going abroad for work has also jumped.

According to an unofficial report, with the insurgency taking a heavy toll, about 300 –

500 Nepali workers leave for foreign lands everyday. Many of the “insurgency hit”

people with low income have migrated; mostly to India while people with some means

usually go to those nations where the remuneration and salaries are relatively higher.

These hardworking and honest people leaving the country in search of employment

opportunities are an invaluable resource to Nepal’s ailing economy. Statistics from Nepal

Rastra Bank, the country’s central bank, reveal that the Nepali economy in 2007/08

earned over USD 283 billion in remittances from overseas workers – accounting for 17.4

percent of national GDP. With 30 to 50 percent of these remittances being transferred

through informal channels. More importantly, however, this money is spread throughout

the country, providing significantly greater security against a potential economic crisis. In

explaining the value of remittances to Nepal, the representative of the Asian

Development Bank, Sultan Hafeez Rahman, recently noted: “Remittances are one of the

great equalizers in otherwise inequitable economies. People who go abroad are randomly

and evenly distributed from across “the country.”

Migration for employment has long played a crucial role in shaping South Asia. With

over 40 percent of regional population still living on less than a dollar a day, migration to

meet basic needs and improve standards of living will continue to play an important role

in the region. During the oil boom in the 1970s, the labour-surplus economies of South

Asia were able to supply cheap labour to meet the growing labour demands in Middle
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East. These labour markets, including those in East Asia, proved vital for South Asian

economies.

4.3.4 Problems of Labour Migrants in Home Country and the Country of

Destination

Nepalese migrant workers are basically exploited in three ways. The first exploitation is

from the manpower agencies here in their country of origin i.e. Nepal, the second is from

the manpower recruitment agency of labour receiving country and the third one is the

massive exploitation by the companies where they work.

There is a lack of government sincerity to identify the major problems of migrant workers

within the national boundary and abroad. At the same time, Government’s departments

are also not established in all major labour receiving countries to monitor the situation of

labour migrants and help them in need.

Unequal wages is another major problem faced by the Nepalese migrants in comparison

to other nationals and cannot speak about it due to the fear for losing their job. Nepalese

workers are compelled to sign in a fake agreement letter where all their fundamental

rights are prohibited. In most of the cases it was found that the reality of working abroad

was completely different from what had been said here by the man power agencies before

the departure.

Foreign labour migrants are working in a bonded condition. Their travel documents are

seized by the employers during their job placement, so they could not raise their voice

against exploitation and are compelled to work even in low wages. Most of the illegal

migrant workers are not able to send their earnings safely. Due to the lack of security and

proper mechanism to send their money back they are not able to save or earn enough

money in reality.
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There is a lack of cooperation of Nepalese diplomatic mission in the labour receiving

countries. Human mafias are active to exploit the honest labourers but the government is

not being sincere to take appropriate steps.

Based on the observation of relevant documents, interview with the concerned people, the

following are found to be the major problems of Nepalese migrant workers in the

destination country:

 Low wages

 Poor working conditions

 Fraudulence in recruiting

 Lack of social protection

 Denial of human rights

 Discrimination and xenophobia

 Social exclusion

 Irregular migration

 Forced labour and trafficking of women and children

 Lack of freedom of association and right to collective bargaining

 Restriction on mobility and travel

 Rush jobs and peak hours

 Absence of proper medical treatment and health services

 Withholding of papers and IDs

Nepalese migrant workers not only face problems in the foreign land but they are also

facing numerous problems here in Nepal. There are some issues which can be addressed

by the policy and programme and rest of the issues might be less practical and hidden. On

the basis of this study, here is a list of prioritized problems of migrant workers in home

country:

 Lack of information in all aspects

 Monetary problem

 High interest loan
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 Lack of adequate skills and job orientation

 Comprehensive pre-departure training and orientation

 Exploitation by local manpower agencies

 Administrative difficulties

 Problems in re-integration

 Capitalization of earning money.

4.3.5 Problems in Government and Policy Level

There is lack of adequate human resource in the government level that provides labour

permit to the workers. Labour official provide work permission on the basis of submitted

document but government doesn’t have a proper mechanism that verify the eligibility of

the document. Concerned labour administrator need to have a good knowledge about the

situation of foreign labour workers, labour act and migrant workers policies of different

countries.

There is also a lack of demand verification system within the government system.

Whether the workers are demanded legally or not, whether they get salary mentioned in

the agreement paper or not, what should be done if the workers are exploited in the

country of destination etc. These questions are always unanswerable in the policy level.

Government should take the initiations so as to safeguard the interest of the migrant

workers leaving the country everyday.

A follow-up activity from the government level is always lacking. The fixation of

minimum wages of Nepalese migrant workers is not properly implemented due to the

wrong attitude of recruitment agencies towards the migrant worker. But government has

not developed a mechanism to cross check on this matter and charge penalty to the

concerned employment agencies.

Lack of labour attaché – the major work of labour attaché is to monitor the situation of

migrant workers and to work as mediator among the worker, the companies and the

government of labour receiving country, if any problem occurs. Human resources are not
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sufficient in the foreign diplomatic missions of Nepal. Despite of the higher volume of

Nepalese workers in Malaysia, Qatar and United Arab Emirates there are comparatively

quite few number of government officials working in the diplomatic mission. Market

promotion from the government level is always a lacking aspect since the very beginning

of labour sending tradition.

Market assessment is also lacking from the government which would have assisted to

project the need of labours for future and the possible areas where the labours could be

supplied. But, Nepalese government has no such mechanism and is done without proper

planning.

Training or counseling to the outgoing labour migrants, provided by the government is

not effective and practical due to the lack of skilled trainers. Generally the trainers do not

have practical knowledge about the place of destination and lacking international

traveling experience. In most cases labours migrating outside are deprived of such

trainings or counseling classes. Lack of coordination is also observed amongst the

government bodies.

All administrative processes should be done from a single table for the easy facilitation of

work permit. The inclusion of labour cycle is also very important while adopting the

national policies on foreign employment which is lacking in the current government

policies on foreign employment. Labour cycle here means the pre-departure, departure,

on the job and integration. These four stages of labour migration are very important and

government has to effectively address these stages in the national policy on foreign

employment.

The government has not allocated proper budget for strengthening the labour

administration. The available resource is only limited to salary and allowances of staffs.

No proper attention has been paid for the skill development to enhance their productivity.

Due to the limitation of human resource in the concerned sector, there is negative impact

on workers’ performance and productivity of the concerned institution.
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In conclusion, foreign employment occupation is still not in the higher priority of

government, though they are claiming that our economy is transformed towards

remittance based economy.
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4.3.6 State of Inward Remittance through Foreign Employment

Although Nepal was a late entry in taking advantage of Middle Eastern labour demands,

the country has currently been experiencing a boom in this sector which can easily be

witnessed by the number of Nepalese leaving the country everyday and the huge flow of

inward remittances through various channels. Official reports suggest that Nepali workers

remitted about sixty billion rupees last fiscal year through official channels. It is also

claimed that billion of rupees entered the nation during the same fiscal year through

various unofficial channels.

The Nepalese economy is passing through a very difficult period. The nation is still

unable to provide jobs to its population that is capable of working and providing services.

The available job opportunities have not been able to meet the pressure created by the

abundance of workforce that is being produced in the nation by the ever-rising

population.

Therefore, people working abroad have been a blessing to the Nepalese economy. The

total share of the remittances to the national gross domestic product jumped to 17.4

percent in fiscal year 2007-08, from 10.3 percent in 2001/02. Remittances have provided

relief even when the national economy experienced a sharp fall in foreign exchange

reserves. The share of remittances in the nation’s FOREX reserves swelled to 46.7

percent in 2005-06 from just 36.6 during 2003-04.

The problem of unemployment in Nepal is at a critical level. Even when the country is

going through a critical economic phase, many Nepali families spend heavily to lead

respectable lives, and the credit for this must be given to the inward remittance business

they receive from their family members working abroad. However, the flip side of the

remittance is that it has not been able to provide much help in giving a boost to the

national economy, although it has become an important source for the betterment of

many Nepali families.
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According to experts, the remittance money has so far failed to assist in any noticeable

growth of the national income, which can be boosted to a new level if the remitted money

was to be invested in productive activities. Although the amount remitted is large, the

number of families that receive it is widely spread, making the task of bulk investment

quite a difficult task. Many of these families have no idea about investing the remitted

money. They rather use the money primarily for buying land, homes, household goods

and sending their children to some expensive school.

4.3.7 Factors Behind Reduction in Poverty

According to the second Nepal Living Standard survey conducted by the World Bank,

Nepal’s poverty has reduced by 11 percent during the last eight years (2052/53 to

2060/61). This indicates that the percentage of people living under the poverty line has

reduced from 42 percent to 31 percent. This has however not contributed much in the

poverty reduction of the rural areas. This has been witnessed by the fact that rich people

are getting richer whereas the poor are getting poorer. Poverty has reduced from 43

percent to 35 percent in the rural villages i.e. rural areas have experienced an 8 percent

reduction in poverty whereas poverty in urban areas reduced from 22 percent to 10

percent hence witnessing a 12 percent reduction. This has hence given

rise to the ever widening gap between the rich and the poor or between the rural and the

urban areas hence making an impact on the overall economic development of the country.

We presently have a plan of reducing the population below poverty line to 24 percent

from the present level of 31 percent.

Poverty reduction is definitely a matter of pride; moreover that, 11 percent reduction on

poverty during a short span of 8 years is a substantial economic achievement for a

country like Nepal whose economy is shattered due to the ongoing political instability.

What then can be considered as a major contributor in the poverty reduction of the

country? Development plans have not been so influential despite the 9th and 10th

Development Plans’ only aim was poverty alleviation. According to World Bank’s report

the major reasons behind poverty reduction are increase in the inward remittance,
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increase in the daily wages in the agriculture and non-agricultural areas, increasing

urbanization, decrease in the number of dependent family members etc. inward

remittance singly claims 50 percent contribution in reducing poverty.

If we observe the utilization of inward remittance by its recipients it can be seen that most

of it is spent on household matters. It is due to this fact which has led to a decrement in

the number of people living under the poverty line. It is due to the flow of inward

remittance which has made it possible for many people to raise their standard of living.

This has resulted in an economic prosperity amongst most Nepalese people. This

however should not be related to the economic condition of the country. The economic

scenario of the country depicts a different picture i.e. the poverty has reduced despite the

downturn in the economic development of the country. Hence inward remittance can be

considered as a major contributor in making it possible.

4.3.8 The Remittance Network

Remittance transfers may be domestic or international. The domestic remittances occur,

when there is migration from rural to urban areas within a country. However, the

international remittance transfers are defined as cross-border person-to-person payments

of relatively low value. There are many different ways that remittance transfers can be

made, including, among others, cash payments using individuals who provide this service

to their local immigrant communities, services from specialized global money transfer

operators and bank-to-bank transfers. The key participants in a remittance transfer are the

sender, the receiver and the remittance service provider. These arrangements can be more

or less complex and have correspondingly variable speed, depending on the type of

remittance service. However, in all cases it is necessary to have some kind of network.

Hundi or Hawala are informal money transfer systems. They are largely based on trust

and used mainly by migrant workers to send money back to their family in the home

country. No systematic records are maintained for these transfers as official channels do.

The attractiveness of the hundi system is both economic and cultural. The hundi or

hawala operators generally make money through a minimal service charge or by taking
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advantage of exchange rate spreads. These operators are generally members of the

community and have personal relations. Hundi networks have three major advantages,

viz., speed, access and personal service. As hundi systems are entirely dependent on the

trust of the labourers and their families, they make exceptional efforts to keep the worker

and the worker’s family happy. The informal sector in Nepal is developed and flourished

due to an ineffective branch networking of the banks and financial institutions. Recent

awareness of the value of remittances has increased investment and interest in this sector.

As a result, many banks, financial institutions and business houses are entering in the

money-transfer business.

The formal sector in Nepal is comprised of banks, postal services and money-transfer

companies like International Money Express (IME) Private Ltd., Prabhu Money

Transfer Private Ltd. etc. Unlike the informal sector, there is an actual transfer of

currency between nations and the amount is recorded by the central banks of both

countries. In order to develop prudential money transfer markets and services, Nepal

Rastra Bank is giving licenses to private sector organizations since March 2002. The first

ever licensed remittance company is International Money Express (IME). Apart from

commercial banks, 29 companies are operating money-transfer businesses as at the end of

2008. In addition, 69 companies have been granted letter of intent to begin money-

transfer services. To encourage remittance business in the country, the Central Bank i.e.

Nepal Rastra is trying to tie up a contract with different countries in order to increase the

employement opportunites which may lead to increase the volume of remittance of the

country.

4.3.9 Role of Operators & Authorities

Due to the absence of proper macroeconomic policies, there is a significant remittance

leakage in the country. The price difference between the source and the receiving

countries of remittances is the main reason for leakage. If the inflation in the receiving

country is higher than remittance senders, then the remittances enter into the country in

the form of kinds or goods. They can be either for personal use or resale in the informal

market. Remittances can generate a beneficial impact on the economy through various
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channels, such as savings, investment, growth, consumption and income distribution.

Remittances have relaxed the foreign-exchange constraints of the country and

strengthened its balance of payments position. Bringing more remittance money through

formal channels is critical, as there is no actual flow of currency through informal

channels. There is, however, more money being circulated in the receiving country

without any increase in foreign reserves due to informal channels. Depending on the

volume, this increase in cash circulation without an increase in foreign reserves can cause

inflation. The remittance money can create real-estate bubbles and tends to support

overvalued exchange rates. Furthermore, when the informal sector is utilized, any direct

or indirect tax revenues the government would gain from these transactions are lost.

4.3.10 Key Issues in Remittance Services

According to the survey conducted by Nepal Rastra Bank in 2001, the remittances are

mostly used for imported consumer goods, services and for the purchase of construction

of houses. Apart from investing in the real state, a small share is saved or invested in

businesses, mainly in agricultural sector. Therefore, the impact of remittances in creating

new jobs has been limited. In this view, attention towards additional structural reforms

should be given to enhance their impact in the economy. It is not a coincidence that after

reaching the level of 17.4 percent of GDP in the fiscal year 2007/08, the growth rate of

remittances has been significantly increasing than foreign directive investments in Nepal.

This shows that in the mid-term, there is no difference between the decision of foreign

investors and remitters to invest in Nepal. Of course, emigrants may have a better

knowledge of domestic markets. They are more connected to their home country and

react faster than foreign investors. Nevertheless, they demand guarantees for their

investments as much as foreign investors do. Therefore, both the volume of remittances

and their effectiveness largely depend on improvements of Nepalese business

environment.

The informal sector can never be entirely eliminated. With the majority of those working

in India using informal channels or coming home seasonally with their earnings,

formalizing money transfers from India will remain extremely difficult. However,
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considerable provisions can be made to formalize money from other countries;

considering their volume, these would lead to a greater impact. Although disrupting the

informal channels would have an adverse effect on those who rely on hundi networks for

their income, formalizing money transfers will benefit the country in the long run through

investments and the multiplier effect.
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CHAPTER 5

SUMMARY OF FINDINGS, CONCLUSIONS AND

RECOMMENDATIONS

5.1 SUMMARY OF FINDINGS

Undoubtedly foreign employment and the flow of inward remittances entering inside the

country in the form of valuable foreign currencies are the most revered topic in the

current context. This on one hand has helped in overcoming the growing unemployment

problem prevailing in the country whereas on the other hand it has contributed to a large

extent in strengthening the Balance of Payment positions.

Foreign employment and remittances are two interlinked variables. It is the people who

go abroad for employment opportunities and send their earnings in the form of inward

remittance. Higher volume of inward remittance coming inside the country as depicted in

the report of the Central Bank is a clear indication of the equally higher outflow of

Nepalese workforce leaving the country every year. It was hence felt that these two

variables be studied co-relating one with the other.

Little research has been conducted on issues dealing with Nepalese migrant workers and

remittances. Misplaced nationalistic pride could be at fault; as such workers are often

dismissed for the “unpatriotic” act of leaving the country in search of work. The issue of

Nepalese remittance was first brought into the public eye in 1997, around the same time

as British Department for International Development (DFID) – supported project was

being conducted on the effects of remittance in rural Nepal. This project was an offshoot

of research done in 1996 on the rural economy of western Nepal, which showed an

increasing reliance on remittances. Presented in 1998, the preliminary findings of the

DFID research suggested that the actual volume and importance of remittances to the
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Nepali economy had been significantly understated, a finding confirmed by subsequent

research.

With the aim of studying the inter-co-relation between these two variables and its

economic impact, a field survey was conducted at various places where the concentration

of people going abroad for foreign employment is higher. The major findings have been

summarized below:

5.1.1 Documented Nepali Labour Migrants and their Concentration

There are more than 500 thousands documented Nepali labour migrants who have left the

country in search of foreign employment since last few years. This number does not

include the migrants who are residing in India. Major concentration of Nepali labour

migrants is found in Qatar, Saudi Arab, UAE and Malaysia. There is no significant

number of labour migrants in other countries. The trend of labour migration in the Gulf

States and Malaysia is increasing gradually.

5.1.2 Armed Conflict, Political Scenario and Labour Migration

Ongoing conflict, Political scenario and the loss of employment opportunity are found to

be the major reason to the increment of international labour migration. Volume of

migrant workers has increased considerably after the start of armed conflict in Nepal.

5.1.3 Problem of Potential Migrant Features:

Problems about potential migrant workers faced in the home country are very much

neglected and the problems in the working countries are highlighted but no effective

action are taken by the government.

5.1.4 Weak Implementing Aspect of National Act:
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In one sense, the state’s policy on foreign employment is perfect but its implementing

aspect is found very weak due to the identical problems at all level. Government’s action

is not directed in a proper way as the policy guidelines. Government is lacking financial

and human resource to strengthen the capacity of labour administration. Labour

migration, being a highly important source of national income, is not in the priority of the

government.

5.1.5 Weak Commitment toward International Instrument:

International instruments including the “Convention for the Protection of the Rights of

the Migrant Workers and Members of their Families” are found very much powerful to

ensure the rights of migrant workers. But Nepal has still not ratified that convention. The

Declarations, Recommendations and Plan of Action adopted in different international

conferences are also very much applicable to best benefit the migrant workers. Nepal is

the state party of all these conferences i.e. state has morally obliged to implement the

Plan of Action in the national level.

5.1.6 Motives behind Migration:

All kinds of people from poor to higher economic and social status are migrating to the

accessible location and their interest behind migration is money. Poor and vulnerable

group are migrating to India and lower middle and middle class people towards Gulf

States and Malaysia. Similarly, higher middle class people are migrating to South East

Asian countries like Japan and South Korea and the people from rich family to Europe

and North America. So a distinctive class division among the labour migrants is found in

terms of selecting their place of work.

5.1.7 Motives behind Uplifting Social and Economic Status:

The expectation of earning is found different in each work place. But the common motive

of each migrant is targeted to uplift the economic and social status of their family as

compared to present situation.
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5.1.8 Unprofessional Manpower Agencies:

Manpower agencies are not fair in their business deal. They lack professionalism in

successfully operating their business. Government’s policy to regulate the work of

manpower is absolutely ineffective. Manpower agencies are more focused on earning

money rather than providing best services and benefits to the labour migrants. Manpower

companies are loosing their bargaining capacity with the foreign recruitment agencies

due to the unhealthy competitions prevailing amongst the Nepalese companies.

5.1.9 Exploitation of Workers in all Levels:

Exploitation of workers is found from the very beginning i.e. from his/her usual place to

residence to the country of destination. Government’s sincerity to address the issue of

labour migrants in the implementation level is found very weak in terms of coordination

capacity, labour diplomacy and the allocation of resources in the needy areas of concern.

Labour migrants are working in poor and vulnerable environment. Most of them are

found working in bonded like situation.

5.1.10 Weak transaction and Capitalization of Money:

Earning of migrants is not coming back to the home country safely. There is also the lack

of capitalization of their money.

5.1.11 Concern about Safe Migration of Women:

Migration of women besides India has increased since the last 20 years, which shows

increased empowerment and motivation of women for economic independence. Major

reason behind the demand of Nepalese women abroad is found due to their honesty and

competence to be engaged in household work. Women have higher saving capacity than

men and they contribute to 11 percent among the total remittance entering into the

country. Women are also bounded from their family to take independent decision for



108

foreign work. Economic exploitation and lack of information are found major obstacles

to assure their safe migration.

5.1.12 Lack of Proper Mechanism within the Government System:

It is also found that government has a lack of proper vision and working mechanism to

address the issue of international labour migration. Market promotion, market

assessment, demand verification and the provision of labour attaché in the potential

labour receiving country are still lacking though the foreign labour migration has been

developed as emerging business and a reliable source of national income in the difficult

economic situation of the country.

5.1.13 Lack of Public Awareness about the Remittance:

It was found that there has been very less effort from the concerned authority on creating

awareness to general public about the remittance business which is helping to boost

economic development of the country. This has hence created confusion to both the

senders and receivers of remittances and has resulted in unnecessary delays in receiving

the payments.

5.1.14 Dominance of Hundi or Hawala System for remitting funds:

Informal channel of remitting funds through Hundi or Hawala still dominates the formal

channel of remitting funds. This is because of its fast delivery to the concerned

beneficiary and comparatively less troublesome than the remittance sent through formal

channels. This has been the most primitive form of sending money from one place to the

other and is still being used from various parts of the world to remit money. Due to this it

has been very difficult to estimate the volume of inward remittance entering inside the

country. Various experts have their own views as to the volume of inward remittance

entering inside the country. It has however not been possible to estimate the figures of

remittance entering inside the country through informal channels due to the open border
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between India and Nepal and consequently the remittance entering inside the country

from India which is normally carried in by the Nepalese returning back to their home.

5.1.15 No Presence of Banking Sectors at Various Parts of the country:

It was found in many places that people were deprived of the basic banking facilities due

to the threat of Maoist looting the banks. Few places though had the banks but were not

operational as they were not carrying out any banking transactions. It has hence become a

threat for general public to safeguard their money. With the increase in the inflow of

remittances due to the ever increasing number of people opting to go abroad for foreign

employment, it is obvious that people from various parts of the country collect their

money from the possible means. Non presence of banking facilities forces many people

to keep such money at their home hence posing threats of any mishaps.

5.1.16 Sub-Agents of Banks and Money Transfer Companies:

With the ease of licensing policy of the Central Bank of Nepal (i.e. Nepal Rastra Bank)

since 2002, private sector organizations started operating in the field of remittance.

Unlike commercial banks their prime focus is facilitating the delivery of inward

remittance to the concerned beneficiary. It is due to this that they have appointed their

sub-agents so as to make the payment to the concerned beneficiary at the nearest possible

locations. Banks have also started appointing their sub-agents at various parts of the

country so as to broaden their network coverage for remittance payments. This has made

the remittance delivery fast and more effective which can also be depicted due to the

huge volume of inward remittance soaring inside the country.

5.1.17 Economic Prosperity through Inward Remittances:

Inward remittances to its recipients here in Nepal have become the most important

financial support. It has helped them overcome their financial difficulties. Although most

of the Nepalese workers going abroad for foreign employment were found to have been

involved in lower paying jobs, their savings sent back home in the form of remittance are
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of great importance. With the appointment of subagents for making remittance payments

at various major parts of the country, receiving the remittance is not a big problem for the

beneficiaries. It was found that most of the people at the receiving end had collected their

funds within 2-7 days of remittance.

5.2 CONCLUSIONS

Failure to transform our economy from subsistence agriculture sector to industry, service,

tourism, trade, etc. is the main reason attributable for the slow growth of employment

opportunities in Nepal. Tenth Plan has set quantitative targets with reference to foreign

employment under which it would be effortful to send some 550,000 persons abroad for

employment so as to raise the contribution of this sector to our overall national income.

Both the developed as well as developing economies have much to gain from an

increased flow of workers. The Asian region has experienced a burgeoning of labour

migration, centering in the oil producing countries of West Asia and newly industrialized

countries of East and South East Asia and other parts of the world. The prolonged

conflicts, increased occurrences of civil unrest, and political instability have attributed for

an unprecedented rise in the refugee population during 1980s and 1990s in Asia. The oil

exploration and other development activities in West Asia provided opportunities to the

labour exporting countries of South Asia to export their manpower to the Middle East in

large number involving at its peak in the early 1980s and over a million temporary

workers a year.

International labour migration mostly in Gulf States, Malaysia and other South East

Asian countries is a new phenomenon of migration in the Nepalese context and that only

have about 30 years long history. Unexpectedly the foreign labour migration has

developed in such a way, which has shifted the agricultural based economy towards

remittance based economy. The figure of government authority says that there are more

than 500 thousands documented migrant workers abroad where as other estimated figure

says that there are more than one million Nepalese migrant workers including 100

thousand female migrant workers. This figure does not include the migrated population
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towards India. Remittance sent by the Nepalese labour migrant is estimated to be 100

billion rupees each year which includes women’s share of 11 percent.

Numbers of people going abroad for work has been on an increasing trend, especially

after the origination of armed conflict in Nepal and the political scenario of the country.

Major concentration of Nepalese migrant workers was in the Gulf States till 2000/01 but

the dynamics has changed as more people are seen to have been migrating towards

Malaysia since 2001/02. A class division among the labour migrants is also found to

select the country of destination i.e. poor people opt to go to India, Gulf States and

Malaysia whereas the rich people prefer going towards Japan, South Korea, North

America and Europe.

The total number of Nepalese going abroad has stood at 941,200 in 2004/05 and 105,223

during the six months in 2007/07 of which 53.9 percent were clustered in Gulf countries

and 45.2 percent were found to be in Malaysia. It is estimated that of the total Nepalese

working abroad, some 24 percent are in India however there is no evidence of confirming

the same due to the open border between India and Nepal. As more Nepalese are also

going abroad via informal channels, the figure could be as high as official figure.

There are various problems faced by the migrant workers both in home country and the

country of destination. Unless addressing the problems of migrant workers from the

policy level, solution is far behind. Nepalese Government on one hand has not been able

to properly implement the existing policy whereas on the other hand there are several

things that need to be done regarding the regulation and management of foreign labour

migration. Basic things that need to be improved are amending the existing laws,

promotion of labour market through the labour diplomacy, management of manpower

agencies and welfare activities to best benefit the labour migrants.

International provisions are found very sound and applicable to protect the rights of

migrant workers but governments in both sending and receiving countries does not seem

sincere to the domestication of the spirit of international instruments, conference

recommendations and plan of action.
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Manpower agencies are almost unfair about their business dealing with the workers and

their professionalism is questionable. The role of trade union organizations is also found

ineffective to address the issues of potential labour migrants in home country as well as

in the country of destination.

So the current need is for more effective migration management to reduce the

vulnerabilities of migrant workers and safeguard the rights of migrant workers.

On the other hand inward remittance is another major concern associated with the foreign

employment. It is so because of its contribution in the economic development of the

country. On the basis of the field survey conducted at various places where the

concentration of Nepalese going abroad is higher it was found that major portion of the

recipients of the inward remittance have been able to uplift their way of living. Though

initially it is used for the settlement of the loans that the remitter had taken while going

abroad the later transfers are mostly used to meet the household expenses.

The remittance amount received by Nepal reached up to Rs.142,682.7 million in 2007/08

which is 17.4 percent of Nepal’s GDP. Its share to total exports, total imports and foreign

exchange reserves has stood at 240.75 percent, 64.29 percent and 67.11 percent

respectively in 2007/08.

Sending remittances from abroad to the remitter’s country of origin is not as easier as it

may sound. With the banks shutting down their operations from most of the parts of the

country due to the Maoist activities and the threat of being looted, people at such places

have even been deprived of the basic banking facilities. It was only after the Central Bank

of Nepal, Nepal Rastra Bank (NRB) gave approval to the private sectors to facilitate in

the business of inward remittances, sending and receiving money have become easier in

comparison to what it used to be earlier. Still dominated by the informal channels of

sending money in the remittance business, NRB’s step has to a larger extent contributed

in diverting the inward remittance from the informal channels to the formal channel.
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With the increase in the number of workers, the inflow of remittances has also taken an

upswing. Moreover, because of the policy steps taken for enhancing the inflow of

remittances to the country through the official mechanism the share of remittances

coming through official channel has gone up.

With over 200 sub-agents appointed at various parts of the country by these private

money-transfer companies like International Money Express (IME) Private Ltd., Prabhu

Money Transfer Private Ltd. etc. people wanting to send their savings to their families

back home have greater options in selecting the nearest location from where the remitted

fund could be collected. Unlike banks, these private money-transfer companies can only

facilitate in delivering the remitted fund to the concerned beneficiary whereas banks

allow the beneficiary to open an account where the surplus amount can be deposited.

Undoubtedly the inward remittance has provided a greater cushion and financial strengths

to its recipients, but very few have been able to utilize it rationally i.e. investing it in a

more productive sectors. Unawareness amongst the people of such investment

opportunities and no such initiation from Government’s part may be the major cause of

why people have not been able to divert their savings to any productive sectors.

Remittances, the portion of international migrant worker’s earning sent back from the

country of employment to the country of origin, play central role in the economies of

many labour sending countries including Nepal. Meaningful use of remittances at micro

level boosts macro activities and there by raises socio-economic status. It has to some

extent played a vital role to alleviate poverty and sustain the desired level of development

goal set by the nation. Monetization in the economy is possible with the meaningful use

of remittance amount. Additionally, increase of the flow of remittances paves the way for

the economies like ours to keep Balance of Payment (BOP) position in a healthy state.

The flow of remittances lessens dependence on foreign borrowing and aid too.

Despite the economic importance, more and more remittance money have been found to

be used for unproductive purposes at micro level. Some 80 percent of remit money is

found to have been spent on house construction, buying lands, meeting household
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expenses; etc. Some 20 percent remittances is found to have been used for educating

children, running businesses, cultivating farm land, etc.

With equal volume of remittance entering inside the country through informal channels,

it has become a challenge for the Government to bring the remittance entering inside the

country to official fold to the extent possible. Although disrupting the informal channels

would have an adverse effect on those who rely on hundi networks for their income,

formalizing money transfers will benefit the country in the long run through investments

and the multiplier effect.

The advantage of migrant workers goes beyond the immediate monetary gains. The

returning migrants increase social capital through exposure to new technology, ideas,

languages and people and produce intangible but important benefits to societies.

Remittance money represents the most essential of family values: hard work, thrift,

sacrifice and hope for a better. However, social mobilization and awareness are necessary

requisites for effective use of remittance money which were lacking during the field

survey conducted at various places.

Remittances, to some degree have been quite successful to support the fundamental

building blocks towards sustainable economic development. They have played an

important role in current account dynamics by offsetting high trade account deficits and

volatility. The development potential of remittances can obviously be improved by

increasing the total flow of remittances, lowering the transfer costs and offering more

attractive investment alternatives. Considering the fact that there are fewer opportunities

to work within the country, the export of Nepalese labour will continue to take an upward

trend. This is bound to lead to an upsurge in remittances.

While the system of remittances in Nepal is growing, the challenge lies in harnessing

their enormous potential to help build a strong, equitable, and dynamic national economy.

Remittances have the potential to help this internal transformation and should be looked

at as a means toward developing an internal engine of growth in Nepal.
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International labour migration is an intricate issue, emanating from a combination of push

and pull factors, including poverty, unemployment, demand of the labour market,

political conflicts, improved communications and transport, among others. It has been

one of the most dynamic phenomena of the last four decades and will be an ever-

challenging issue in this era of globalization.

In Nepal’s case, one of the country’s major exports is labour, and most rural households

now depend on at least one member’s earnings from employment away from home.

Nepalese workers have sought foreign employment as both the agricultural and non-

agricultural sectors struggle to create new employment opportunities. Currently, the

Maoist insurgency in the country has also prompted people to look for overseas

employment. As a result, many workers have seen foreign employment as their only

viable option. Moreover, out-migration seems to have eased the unemployment situation

to some extent and has ameliorated the living conditions of migrant workers’ dependents.

As depicted in the above presented figures we have reached to the conclusion that with

the rise in the number of migrants and the consequent rise in remittances, the NRB has

been able to build official reserves to adequate levels, reducing its vulnerability to

external shocks. In FY 2007/08, workers’ remittances amounted to Rs.142 billion, a rise

of 42.48 percent from Rs. 100 billion in FY 2006/07.

The rising remittances have created a surplus in the current account, subsequently

strengthening the overall balance of payments position. For instance, the share of

remittances in total current account receipts went up to 50.8 percent in FY 2007/08, April

from 37.8 percent in 2002/03.

The effect of remittances on poverty reduction at the national level has been positive.

According to the second Nepal Living Standards Survey (NLSS), remittance flows were,

to a large extent, responsible for the reduction in poverty from 42 percent in FY 1995/96

to 31 percent in FY 2005/06. Further the Three-Year plan of Nepal has plans to reduce it

to 24 percent. Remittance income is one of the main contributing factors in the poverty

reduction of the country.
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With reference to the utilization of money sent by migrants according to the study

concludes that the remittance earnings were primarily used for household purposes,

purchase of land, purchase/maintenance of house, repayment of loan and interest for

migration and other purposes, paying off loan, buying jewelry, financing migration of

other family members and as bank deposits. Migrants have also been generating savings

for investments.

Moreover, migrants, and to a certain extent other household members, enlarge their

migration-specific knowledge and add to their social contacts abroad. These changes

lower the risks and costs of subsequent migration and therefore stimulate further

migration of the returnee or another member of the household.

To conclude, the country needs to capitalize on the huge reservoir of labour through a

consistent policy, especially foreign employment policy. Earnings from foreign

employment could change the development status of the country by substantially

contributing to poverty alleviation, which is the cynosure of the Tenth Plan.

5.3 RECOMMENDATIONS

5.3.1 Recommendations regarding the Foreign Employment

Based on the field survey conducted at various places and the interaction with the

concerned authorities of various departments relating to Foreign Employment the

following recommendations have been made which would help the concerned authorities

to take necessary steps to overcome them:

 Foreign employment sector should be made more reliable in the years to come. Our

diplomatic missions abroad should be effortful to have at least a foreign

employment promotion section. The task of such section would be to disseminate

the fact and events concerning foreign employment opportunities especially for the

Nepalese. Nepalese authorities concerning foreign employment should be effortful
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to send trained and educated Nepalese youth for foreign employment. Such youth

would remit more money from abroad to Nepal than that of un-skilled youths

working abroad. This does not mean that the un-skilled youths should not be

encouraged. South Asian labour exporting countries could workout a common

platform regarding foreign employment which would monitor the problems of

South Asian labourers at various places around the world.

 Nepalese government should play a major role about the nature of government’s

policy on foreign employment i.e. should it be control oriented or the promotional

one. If it is promotional, there should be the strong recognition of man power

agency and they should provide facilities to make their work easier. The

promotional policy should also be in favour of the worker going abroad, which

include the protection and promotion of the rights of the migrant workers. The basic

things that must be addressed in the policy level for the welfare of worker are pre-

departure orientation, effective information dissemination system; administrative

processes involved in the departure should be minimized. The government should

also develop reintegration process of migrant workers in their respective

community and for the holistic development of the country. Capital accumulated

and skills gained by migrant workers need to be used properly when they return

back after their work.

 Nepalese government need to ratify the International Convention of the Protection

of the Rights of Migrant Workers and members of their Families. Ratification of

this UN convention by the Nepalese government will also assist to increase their

bargaining power with the labour receiving countries to protect the rights of

Nepalese labour migrants. Ratification of UN convention by the labour sending

country will create moral pressure to the labour receiving country for the

ratification of the convection.

 Nepalese government has to carry out an in-depth study identifying the problems of

migrant workers in home countries as well as in the potential countries where they

are going for work. The study will assist to lobby in the government level regarding
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the problems facing migrant workers. Nepalese government also needs to establish

a department in major worker receiving countries that could help solve the

problems of migrant workers in time.

 Government should initiate in providing appropriate trainings for the potential

labour migrants, so they could get well paid job and also develop their skills.

Lengthy administrative process of the government should be minimized. Bilateral

and multilateral cooperation and promotion of international labour standards as well

as involvement of the social partners and migrant workers in the formulation of

migration policies is essential. Cooperation between origin and destination states

helps to maximize the potential benefits from migration. Formalizing such

cooperation through bilateral and multilateral labour agreements is therefore

desirable step.

 Categorization of manpower companies is very much essential at present context.

Companies with better grade should be awarded or given incentive from the

government so that it would assist them to promote their business in an organized

way. The incentive can be tax free, recognition of authorized manpower agency for

a certain period of time and authority to handle the monitoring work of labour

migrants abroad. Specialization of man power companies is also very much

essential. Government has to design such a policy which permits the man power

companies to supply workers either in a single country or for specific work.

 Nepalese trade union organizations through their district network can operate

training or counseling centre focusing the need and rights of the migrant workers.

Trade union organizations have to lobby with the governments (both in sending and

receiving countries) for the welfare of migrant workers in securing their

fundamental rights. And above all the society has to change their attitude towards

migrant workers be it for men or women migrant workers. Foreign labour

occupation need to be established as dignified occupation.
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5.3.2 Recommendations regarding the Inward Remittance

Having visited to most of the places with higher concentration of people going abroad

and based on various interactions with the concerned authorities it is recommended that

Nepal Rastra Bank in co-operation with the government and non-governmental

institutions should come-up with some concrete measures, which are highlighted below:

 Improving knowledge about remittances is critical for the assessment of policies,

which directly impact the developing role of remittances in the economy. The

transparency is required to understand its impact on poverty. Nepal Rastra Bank has

continuously emphasized the importance of accurate estimation of capital inflows in

the form of emigrants’ remittances. Formalizing the inflow of remittances is very

important. More than half of remittances enter the country through informal

channels. The survey shows that the bulk of remittances to Nepal are channeled

through unofficial sources, i.e., physically brought by the emigrants, friends and

relatives. This is partially a reflection of the short geographical distance between the

countries. This high flow of remittances through unofficial channels also asks for

actions to make official channels more attractive in terms of efficiency, safety, cost

and anonymity. However, there are encouraging signs of demand for new

technologies, innovative partnerships and entry points to reach disadvantaged

groups.

 The high fees of the money transfer applied by the banks are often brought up as a

motive why individuals do not prefer this service. Thus, it is better to explore

possibilities to lower the transfer costs through broader bilateral agreements

between the countries. Even though, money transfer companies provide transfer

services at reasonable rates with a good geographical coverage, it is noticed that lot

of cash are still entering the country through informal channels. This is more a

regulatory problem rather than the preference of emigrants to go informal. The

legislation on exchange rate control or anti-money laundering could increase

transfer rates further and push people to go underground. This calls for a revision of

regulation that does not penalize the volume of remittances. The formalization of



120

the economy is a major component of improving business environment in Nepal.

Therefore, forcing individuals to get into formal channels will have the long-term

benefit of signaling the serious intentions of moving on the right directions to

emigrants.

 For recipient families, accessibility to financial institutions plays a more important

role due to large percentage of receipts delivered straight to the recipient’s door. In

fact, the disconnection between the physical receipt of funds and the location of the

financial institution may have a great impact on disintermediation among recipients.

The receivers could exercise some control over the mode and location of receipt.

The geographic proximity of a branch or the ability to pick up a remittance in an

office can determine an institution’s ability to compete in the remittance market of

Nepal. Remittances can be an entry point for many remitters and their families to

the formal financial system. Many emigrant families are either not familiarized with

banks or have limited access with financial institutions. Nepal Rastra Bank through

its monetary policy or public communication strategy should aim to bring the public

closer to banking products and services including transfers. No matter the small size

of remittance amounts. Even those small shares left by recipient families in bank

accounts could assist economic development, as more funds will be available in

banks to provide loan to private sector.

 For commercial banks and financial institutions, their ability to market additional

value-added services, such as savings products, loans or other types of credit to

remittance recipients will require the achievement of a critical mass of customer

acquisition. A higher technology delivery mechanism to bring down the average

cost of the investment requires serving such clients. Competition in the provision of

remittance services helps to improve the services being provided and the markets

for remittances should therefore be open to new entrants. Thus, the remittance

industry of Nepal should be able to provide following facilities to senders and

receivers:

 Clear information about the price and other features of the services.

 Easy access to remittance services.

 Reasonable protection from operational failures and criminal abuse.
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 The following underlying principles should be considered by the regulating

authorities and remittance operators for ensuring efficient management in

remittance service:

 Transparent and adequate consumer protection policies should be adopted

to enhance quality of remittance services.

 Encourage improving the payment system infrastructure in the country

that has the potential to increase the efficiency of remittance services.

 A sound, predictable, non-discriminatory and proportionate legal and

regulatory framework should be formulated for the remittance services in

jurisdictions.

 Competitive market conditions including appropriate access to domestic

payments infrastructures should be fostered in the remittance sector of the

economy.

 Appropriate governance and risk management practices should be

institutionalized for effective remittance services in the country.

The above mentioned general principles should be announced without delay by the Nepal

Government and the regulating authorities as the public policy guidelines for achieving

safe and efficient foreign remittance services. This announcement should also ensure the

remittance market more contestable, transparent, accessible and sound.

 Having seen the end use of the remitted fund it is felt that Nepal still lags on the

meaningful productive use of remittances money for the betterment of the people

and economy. Presence of remittances has boosted informal lending practices. It has

been concentrated on the investment in real state business also. But presence of

remittance in Nepal has widened the income and wealth gap. Additionally, Nepal is

not succeeding to tap more and more remittances amount via banking channels

despite of various efforts in the past. As a result, a substantial portion of remittances

are still coming to Nepal via informal channels. Central Bank’s policies in the

major South Asian labour exporting countries, aimed at rationalizing the exchange

rate mechanism, is expected to bring more remittances through banking channels.
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Role of Nepal Rastra Bank and the Government of Nepal

The central bank has different roles including remittance services depending on their

responsibilities, policies and powers. It may be desirable that central bank monitors

developments in the market for remittances to assess their significance for safety and

efficiency. The central bank’s responsibilities may also make it appropriate for the

remittance operators to oversee certain remittance services. The central bank should

provide various services to enhance the remittance industry for the smooth functioning of

foreign remittance services. Examples might include the development of new services

that support cross-border payments or enhancing existing services to make them more

useful for supporting cross border payments. The central bank should cooperate with the

government authorities to address significant policy issues arising from remittance

market structures and performance. The central bank of Nepal, Nepal Rastra Bank (NRB)

should have policy dialogues with the private sector and other central banks to facilitate

remittance services and to foster international cooperation.

The task for Nepal, therefore, remains two-fold. First, the government needs to take a

more proactive role in securing the safety and rights of its citizens who go abroad to find

work. Second, the government must ensure that the money the workers earn reaches the

right places safely. A standardized transfer system would allow workers to directly

realize the advantages of their work, while simultaneously protecting them from an

unreliable informal sector. The government should also issue financial instruments to

mobilize the earnings of Nepalese working abroad and invest it into infrastructure

projects. Such investment would be cheaper than that borrowed from international

institutions. Before doing this, the policy makers would have to acknowledge the

contribution of remittance in the national economy and should express strong

commitment to utilize the funds for national development.

The soundness of remittance operation is crucially linked to sound macroeconomic

policies. It has been recognized that an appropriate macroeconomic policy stance to attain

balance in the economy is unlikely to be sufficient to maintain it unless supported by
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adequate microeconomic conditions. Hence, an efficient mix of monetary and fiscal

policy instruments is required to boost remittance sector of the economy. NRB as well as

the Government of Nepal, Ministry of Finance has to play a vital role by initiating

appropriate policy measures for the development of remittance economy.
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Appendix I

Questionnaire for the family of Remitter

1. Number of Family members here in Nepal:

……………………………………………………

2. Number of Family member/s living abroad & where.

(a) One (b) Two (c) Three (d) More than Three

3. What is your current source of income?

(a) Agricultural Produce (b) From Cattle (c) Service

(d) Remittance

4. Personal information about the person working out of Nepal.

Age:

Educational Qualification:

Duration of Contract to work:

Country:

Type of Job:

5. Who helped your family member/s with the entire process of going abroad?

(a) Himself (b) Manpower Agency (c) Friend Abroad

(d) Others

6. What was the expenses incurred for the matters related to going abroad for

foreign employment?

............................................................

7. Item wise listing of the expenses incurred whole going abroad for foreign

employment.

........................................................................................................................

………………………………………………………………………………
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8. What is the approximate monthly income of your remitter working abroad?

………………………………………………………………………………

9. How long did it take your remitter to send the first remittance since he left Nepal?

(a) one month (b) 2-6 months (c) 6-12 months

(d) More than a year

10. What are the mostly used mode of transferring of funds from abroad.

(a) Banks (b) Paying Agents (c) Individual Persons

(d) Hundi/Hawalas

11. What is the normal time duration that it takes to receive the fund once you are

informed of the remittance by the remitter?

(a) The same day (b) 2-7 days (c) 1-4 weeks

(d) More than a month

12. How often do you receive the funds?

(a) Every Month        (b) Quarterly         (c)  Biannually      (d) Yearly (e)

Not regular

13. How far do you travel to collect your remitted funds?

(a) Its Nearby (b) within 25 Km. (c) Within 50 Km.  (d) Takes

more than a day

14. Amongst the various available options for receiving your funds where do you

prefer receiving your funds?

(a) Banks (b) Paying Agents (c) Individual Persons

(d) Hundis



129

15. Could you specify the reason for your choice on Question No. 15?

(a) Reliable and the funds can be deposited in the account.

(b) Fast, Hassle free and do not require more paper works like in Banks

(c) Reliable as the fund is normally collected from individual bringing the funds

(d) Have been receiving the funds from the same process since the beginning.

16. Has there been any instance that it took you a very long time to receive the funds?

(a) Yes (b) No

If Yes, Could you specify the reason behind

(a) Had approached the wrong place to collect the fund

(b) Had approached the payout location with the wrong security number

(c) Due to the unavailability of the Banking Service

(d) Had received the message very late

17. What are the areas that you use the remitted fund for?

(a) Settling Loans  & For Basic Needs

(b) Educating Children

(c) Buying Land/Building

(d) Investing in some productive sectors like cottage industry

18. Are you able to save any money from the remitted funds after have met your basic

requirements?

(a) Yes (b) No

If Yes how much do you save on a monthly basis (equivalent NRs.)

……………………………………………………

19. In what sector have your invested your received money?

(a) Real Sector (b) Business (c) Savings (d) Others

Please Specify ……………………
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20. Do you think that the government should organize awareness campaign for such

investment opportunities so as to make people aware of those sectors where they

could invest their funds?

(a) Yes (b) No

21. Could you give your suggestions as how could the procedure of sending Nepalese

People for foreign employment be more organized than it currently is and the

ways that needs to be followed for hassle free delivery of inward remittances.

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________

__________________________________________

THANK YOU
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Appendix II

Questionnaire for the Remitter

1. Number of Family members here in Nepal:

………………………………………………………….

2. Number of Family member/s living abroad & where.

(a) One (b) Two (c) Three (d) More than Three

3. What is your current source of income?

(a) Agricultural Produce (b) From Cattle (c) Service (d)

Remittance

4. Personal information about yourself.

Age:

Educational Qualification:

Duration of Contract to work:

Country:

Type of Job:

5. Who helped you with the entire process of going abroad?

(a) Himself (b) Manpower Agency (c) Friend Abroad

(d) Others

6. What were the expenses incurred for the matters related to going abroad for

foreign employment?

............................................................

7. Item wise listing of the expenses incurred whole going abroad for foreign

employment.

........................................................................................................................

…………………………………………………………………………
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8. What is your approximate monthly income?

……………………………………………………………………………

9. How long did it take you to send the first remittance since he left Nepal?

(a) one month (b) 2-6 months (c) 6-12 months       (d)

More than a year

10. What are the mostly used mode of transferring of funds from abroad.

(a) Banks (b) Paying Agents (c) Individual Persons

(d) Hundi/Hawalas

11. How did you like the working environment?

(a) Excellent (b) Very Good (c)Satisfied

(d) Unsatisfied

12. Do you think that the government should organize awareness campaign for such

investment opportunities so as to make people aware of those sectors where they

could invest their funds?

(a) Yes (b) No

13. Could you give your suggestions as how could the procedure of sending Nepalese

People for foreign employment be more organized than it currently is and the

ways that needs to be followed for hassle free delivery of inward remittances.

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________

__________________________________________

THANK YOU FOR YOUR KIND COOPERATION.


