
INFLOW OF REMITTANCE AND ITS UTILIZATION
IN THE NEPALESE ECONOMY

(A CASE STUDY OF AMCHOK VDC IN ILAM DISTRICT)

A Thesis

Submitted to the Central Department of Economics,

Tribhuvan University, Kirtipur, Kathmandu, Nepal

in partial Fulfillment of the Requirements

For the Degree of

MASTER OF ARTS

in

ECONOMICS

By

DEVI SUBEDI

Central Department of Economics

Tribhvan University, Kirtipur

Kathmandu, Nepal

2011



RECOMMENDATION LETTTER

This thesis entitled "INFLOW OF REMITANCE AND IT'S UTILIZATION IN

NEPALESE ECONOMY A CASE STUDY OF AMCHOK VDC, ILLAM" has

been prepared by Mrs. Devi Subedi under my supervision. I hereby recommend

this thesis for examination by the Thesis committee as a partial fulfillment of

the requirements for the Degree of Master of Arts in Economics.

……………………………………

Associate Prof. Dr. Ram Parsad Gynwaly

Thesis Supervisor

Central Department of Economics

Date:

i



APPROVAL LETTER

This thesis entitled "INFLOW OF REMITANCE AND IT'S UTILIZATION IN

NEPALESE ECONOMY A CASE STUDY OF AMCHOK VDC, ILAM"

submitted by Mrs. Devi Subedi to the Central Department of Economics,

faculty of Humanities and Social sciences, Tribhuvan University, in partial

fulfillment of the requirements for the Degree of MASTER OF ARTS in

ECONOMICS has been found satisfactory in scope and quality. Therefore, we

accept this thesis as a part of the said degree.

Thesis Committee

……………………..

Prof. Dr. Rudra Parsad Upadhaya

(Chairman)

……………………

Associate Prof. Dr. Rudra Prasad Gautam

(External Examiner)

…………………..

Associate Prof. Dr. Ram Prasad Gyanwaly

(Thesis Supervisor)

Date:



ACKNOWLEDGEMENTS

This thesis entitled "Inflow of Remittance and Its Utilization in Nepalese

Economy" A Case Study of Amchok VDC, Ilam, is prepared to meet the

requirements for the Master of Arts in Economics. During the study period

many hands directly and indirectly help to achieve the desire objectives.

I acknowledge with gratitude, appreciation and ineptness to my respected

teacher and supervisor Associate Prof. Dr. Ram Prasad Gyanwaly for his

loving guidance, who gave me consistent encouragement and indispensable

comments with patience despite his tight schedule to make the best of my

thesis. I can Never Repay his genuine suggestion.

I express my deep sense of respect of respect to Professor Dr. Rudra Prasad

Upadhaya the Head of the Central Department of the Economics for his

suggestion and encouragement. I am deeply indebted to my friend Sanju

Pangeni for her valuable suggestion and insightful ideas. I am sincerely

thankful to all my respected teacher of this Department who directly and

indirectly helped me in the course of writing. There are many other friends

inducting Jyoti, Srijana, Gita, Gopal, Purnananda, Kamal, Lokmani as well as

all my friends who have helped me under take the study. Similarly my sincere

thanks to brother Jeevnath Prashai and Meghraj Upadhaya for their incessant

support and cooperation to bring forth this research paper.

The complication of this thesis would have been impossible without whole

hearted support of my parents Chitrakhar and Laxmi Subedi, brother  Jeewan

and Remesh Subedi, my especial sense of respect for support and

encouragement in steps my life.

Finally, I would like to tanks to Mr. Keshab Ahhikari (Everest Computer

Centre Kirtipur) and Mr. Hemanta Bhattarai for their Contribution in technical

support.

Devi Subedi
Kirtipur, Kathmandu

April, 2011



TABLE OF CONTENTS

Page No.

RECOMMENDATION LETTER i

APPROVAL LETTER ii

ACKNOWLEDGEMENT iii

CONTENTS iv

LIST OF TABLES vii

LIST OF FIGURES ix

ABBREVIATIONS x

CHAPTERI: INTRODUCTION 1

1.1 Background of the Study 1

1.2 Statement of the Problem 3

1.3 Objectives of the Study 4

1.4 Significance of the Study 4

1.5 Limitation of the Study 5

1.6 Research Methodology 6

1.6.1 Selection of the Study Area 6

1.6.2 Nature and Source of Data 6

1.6.3 Primary Data 6

1.6.4 Secondary Data 6

1.6.5 Research Design 7

1.6.6 Sample Selection Procedure 7

1.6.7 Data Collection Method 7

1.6.8 Data Processing 7

1.6.9 Tools for Data Analysis 8

1.6.10 Organization of the Study 8

CHAPTER II: REVIEW OF LITERATURE 9

2.1Theoretical Review 9

2.2 Review of international empirical studies 11



2.3 Review of national empirical study 17

2.4Remittance Transfer in Nepal: Overview of Remittance Transfer Method 23

2.5 Review of foreign employment policies 25

2.6 Chapter Conclusion 26

CHAPTER III: INFLOW OF REMITTANCE IN NEPAL 28

3.1 Foreign Labour Employment: trend and growth 28

3.2 Remittance in Nepalese Economy 30

3.2.1 Inflow of Remittance in Nepal 31

3.3 Growth and Composition of Remittance 34

3.4 Percentage Share of Remittance in Major Macro Variables 36

3.5 Utilization of Remittance in Nepal 37

3.6 Chapter Conclusion 38

CHAPTER VI: OVER VIEW OF FOREIGN EMPLOYMENT AND UTILIZATION

OF REMITTANCE IN THE STUDY AREA (AMCHOK VDC) 40

4.1 An Over View of Foreign Migrants 40

4.1.1 Age Composition of Migrants 40

4.1.2. Education Status of Migrant Workers 41

4.1.3. Gender Description of foreign Migrants Workers 42

4.1.4. Marital Status of Foreign Migrant Workers 42

4.1.5 Major destination of foreign migrant workers 43

4.1.6 Causes of Foreign Employment 44

4.1.7 Source of financing 45

4.1.8 Different Kinds of Job According to Education 47

4.1.9 Average Earning in Different Country 48

4.1.10 Medium Used to Obtain Foreign Employment 50

4.1.11 Expenditure for Foreign Employment 51

4.1.12 Status of Skilled of Migrant’s workers 52

4.2 Utilization Pattern of Remittance in VDC 53

4.2.1 Use of remittance on unproductive Sector 53

4.2.2 Uses of Remittance in Productive Sectors 55

4.2.3 Utilization Pattern by Marital Status of Migrants 56



4.2.4 Utilization Pattern of Remittance by Educational Status of Migrants 57

4.2.5 Utilization of remittance by skill status of migrants 59

4.2.6 Reason of non-utilization of remittance in to productive sector 60

CHAPTER V: COMPARISON OF ECONOMIC STATUS

OFHOUSEHOLD BEFOREAND AFTER THE REMITTANCE

RECEIVED 62

5.1 Total land holding before and after remittance income 62

5.2 Changes in Household Economy due to Foreign Employment 63

5.3 Effect on other indicators 64

5.4 Effective on physical Assets due to remittance 66

5.5 Effect on saving and Investment due to foreign employment 67

5.6 Comparisons of Consumption Pattern before and After Received

Remittance 68

5.7 Loan/ Debt Condition Before and After Received the Remittance Income69

5.8 Distribution of Negative Impact of Labour Migrants 70

5.9 Suggestion for Properly Utilization of Remittance by the Respondent 71

CHAPTER VI: MAJOR FINDINGS, CONCLUSIONS,

ANDRECOMMENDATIONS 73

6.1 Summary of the findings 73

6.2 Conclusions 75

6.3 Recommendation 76

APPENDIX 78-83

BIBLIOGRAPHY 84-87



LIST OF TABLES

Page No.

Table 1.1 : Sample selection procedure 7

Table 3.1 : Number of Nepalese Workers in Different Country in

Different Fiscal Year and Growth. 29

Table 3.2 : Annual Inflow of Remittance in Nepal 32

Table 3.3 : Per head Inflow of Remittance in Different Fiscal Year 33

Table 3.3 : Growth and Composition of Remittance 34

Table 3.4 : Consumption of GDP, Saving, Investment and

Remittance in Nepal in Different Fiscal Year 36

Table 3.5 : Remittance and its utilization 37

Table 4.1 : Age Composition of Migrants 40

Table 4.2 : Educational Status of Foreign Migrant Workers 41

Table 4.3 : Gender Description of foreign Employment 42

Table 4.4 : Marital status of foreign migrants 42

Table 4.5 : Major destination of foreign migrant workers 43

Table 4.6 : Frequency Distribution of Causes of Seeking Foreign

Employment 44

Table 4.7 : Frequency Distribution of Source of Financing of Cost

of Foreign Employment for Different Country 46

Table 4.8 : Frequency Distribution of Migrated Persons Education

and Field of Work 47

Table 4.1.9 : Country and average Earning 49

Table 4.10 : Frequency distribution of medium used to go for

Foreign Employment by Respondents 50

Table 4.11 : Average cost paid and Range of costs for Foreign

Employment in Study Area 52

Table 4.12 : Frequency Distribution of Skill Status of Migrants
Worker 53

Table 4.13 : Average Annual Expenditure on Unproductive Sectors 54
Table 4.14 : Average annual Investment on Productive Sector 55

vii



Table 4.15 : Utilization Pattern of Remittance by Marital status of

migrants 56

Table 4.1 : Utilization pattern of remittance of Remittance by

Educational Status of Migrants 58

Table 4.17 : Utilization of Remittance by Skill Status of Migrant 59

Table 4.18 : Causes of Non-Utilization of Remittance in to

Productive sector 60

Table 5.1 : Total Land holding Before and After Received

Remittance 62

Table 5.2 :  Frequency Distribution of Changed in Different

Indicators of the Respondents 63

Table 5.3 : Frequency Distribution of Impact on Other Household

Indicators of the respondents 64

Table 5.4 : Comparison on Physical Assets of Households Before

and After Remittance Receive 66

Table 5.5 : Comparison of Saving and Investment in Different

Sector due to Receive the Remittance 67

Table 5.6 : Consumption Pattern of Remittance of Households

Before and After Received the Remittance 69

Table 5.7 : Comparison of Loan/ Debt Condition of Households

Before and After Remittance 70

Table 5.8 : Distribution of Negative Impact of Labour

Migration 70

Table 5.9 : Suggestion for Properly Utilization of Remittance 71

vi
VI

viii



LIST OF FIGURES

Page No.

Fig 3.1 : Growth Rate of Foreign Employment 29

Fig 3.2 : Growth Rate of Remittance in Nepal 32

Fig 3.3 : Total Convertible Foreign Exchange, Total

Remittance, Gorkha Remittance and other remittance 35

Fig 3.5 : The utilization pattern of Remittance inrural, urban and

Overall Area 38

Fig 4.1 : Percentage of Age Group of Foreign Migrants 40

Fig 4.2 : Percentage of education status of migrants 41

Fig 4.3 : Percentage of Major Destination of

Foreign Migrants 43

Fig 4.4 : Percentage of causes of foreign Employment 45

Fig 4.5 : Source of Financing 46

Fig 4.6 : Different kinds of job According to Education 48

Fig 4.7 : Average earning in different country 49

Fig 4.8 : Medium used to obtain Foreign Employment 51

Fig 4.9 : Percentage Uses of Remittance in Different

Unproductive Sectors 54

Fig 4.10 : Percentage Uses of Remittance in different

productive Sectors 55

Fig 5.2 : Change in economic status due to foreign

employment 63

Fig 5.3 : Impact on other indicators of households 65

ix



ABBREVIATIONS

BOP :  Balance of Payment

CBS : Central Bureau of Statistics

CEDA : Centre for Economic Development and Administration

CFE : Convertible Foreign Exchange

DOFE :  Department of Foreign Employment

DOL :  Department of  Labour

FDI :  Foreign Direct Investment

FEA : Foreign Employment Agencies

FY :  Fiscal Year

GDP :  Gross Domestic Product

GON :  Government of Nepal

HDI :  Human Development Index

ILO :  International Labour Organization

IMF : International Monetary Fund

KM :  Kilo- Meter

MOF : Ministry of Finance

MPAs :  Manpower Agencies

NLSS :  Nepal Living Standard Survey

NPC :  National Planning Commission

NRB :  Nepal Rastra Bank

NRs :  Nepalese Rupees

SAARC :  South Asian Association for Regional Cooperation

UAE : United State of America

UDCs :  Under Developed Countries

UK :  United Kingdom

UN : United Nation

UNDP : United nation Development Program

USA :  United State of America

VDC :  Village Development Committee

WB : World Bank

x


