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Abstract - This paper assesses the uses and impact of remittance to the households of migrants. An attempt is also made to 
assess the uses of remittances. At a time when the country's major economic indicators are not favorable, the remittances 
have played a vital role in maintaining macroeconomic stability and keeping the economy afloat. Nepal is one of the highest 
remittance receiving countries in the world, in percentage of gross domestic product (GDP). Remittances are not only 
defining household consumption and investment patterns, but are also transforming the structure and dynamics of the 
country’s overall economy. Using the most recent household survey data, this paper analyzes the impact of migration and 
remittances on household of migrants. It shows the two important results: (i) remittance income is mostly spent on household 
consumption expenditure and loan repayment and (ii) remittance-receiving households have demonstrated improvements in 
child education and expenditure on health care. Therefore, a key development challenge for a highly remittance-dependent 
economy like Nepal is to incentivize remittance receiving households to invest in capital goods and inputs to improve 
productivity so that it more than compensates for the yield losses arising from labor migration. 
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I. INTRODUCTION  
 
Remittance is transfer of value in cash or in kind from 
a migrant earned in host country in exchange of 
service (Pant, 2008). Precisely it is“the portion of 
international migrant worker’s earnings sent back 
from the country of employment to the country of 
origin” (Puri and Ritzema, 1999). Depending on the 
exact definition adopted, remittance is calculated as 
the combined value of “workers remittances” and 
“labor income” or “compensation provided by 
employer” for migrants working abroad for either 
more or less than one year. The IMF has broadly 
defined the same in three categories, workers’ 
remittances or transfers, in cash or in kind, from 
migrants to resident households in the country 
oforigin;and  compensation to employees or the 
wages, salaries, and other remuneration, in cash or in 
kind, paid to individuals who work in a country other 
than where they legally  reside. 
 
II. OBJECTIVE OF THE STUDY 
 
The general objective of the study is to assess the 
impact of foreign employment and remittance on the 
households of migrants’.  The specific objectives are: 
1. To analyze the impact of remittances on the 

consumption expenditure of the household of 
migrants. 

2. To find out the uses of remittance 
 
III. METHODOLOGY 
 
The methodology used in the research is primary and 
secondary data analysis. A systematic random 
sampling method was adopted to select households 
for questionnaire survey. Therefore, a list of 

household heads in all selected wards was 
systematically numbered from 1 to n. Then each of 
the third household was picked up from the list for 
the survey. 202 household were chosen as total 
sample size. Out of the total sample size of 202, about 
59 per cent of the households were chosen from Arjai 
VDC, about 27 per cent from Chhapahile VDC and 
14 per cent from Isma Rajasthal VDC. The 
households which were selected as sample lie in a 
single northwest belt of Gulmi District and residence 
of different ethnic groups, different economic status. 
So, the researcher had selected different households 
from different VDCs.  

 
Rapid Appraisal 
Information was also collected through the rapid 
appraisal (RA) method. Information on social and 
economic changes in the community, households of 
the migrants were collected through observation and 
discussion. The well-experienced adult people who 
had observed the local situation and people for long 
period of time were requested for information on the 
change in the lifestyle, education, occupation, 
consumption behavior, and living standard. 
Individual and group discussions were held with 
farmers, local political leaders, school teachers, and 
village heads. This helped in getting the detailed 
information on issues pertaining to the study. 
Informal discussions with family members and 
relatives of migrants facilitated relevant information 
on impact of remittance. 
 
Secondary Data 
Relevant secondary information was collected from 
various central, district and village level 
organizations. Information on total remittance inflow 
in the district were collected from Resunga 
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Development Bank, Tamghas, Century Money 
Transfer, IME, Rastriya Banijya Bank Tamghas 
Branch, population statistics were collected from 
Central Bureau of Statistics, information on impact of 
remittance on GDP/GNP, total remittance inflow 
were collected from Nepal Rastra Bank. Information 
on migrants was collected from Ministry of Labor 
and Transportation Management and ILO office and 
web sites. Information was also collected from 
district and village level Government Offices and 
Non- Government Organizations (NGO). 
 
Data Processing and Analysis 
The information collected from the field survey was 
processed and analyzed using SPSS. The qualitative 
variables were summarized in Likert type summated 
scale. It is a method of combing several qualitative 
variables that measures the same concept in an 
attempt to increase the reliability of the 
measurements (Hair et. al, 1998; Miller; 1983, Likert 
1987). The variables were converted into indices and 
their average score were used for analysis. Simple 
statistics like relative frequency, mean, median and 
standard deviation are used for descriptive analysis.  
 
Descriptive statistical analysis 
In order to describe socio-economic characteristics of 
the household and remittance effects on the society, 
descriptive statistical methods like the measures of 
central tendency (arithmetic mean and median), the 
measures of dispersion (standard deviation, quartile 
deviation and range), and the measures skewness and 
kurtosis were used.  
 
IV. RESULT AND DISCUSSION 
 
Significance of Remittances to Household  
Remittance has contributed significantly part of 
private capital flows in recent years, as migration is 
often observed as a household sustenance strategy in 
developing countries, much of the research interest 
centers on how remittances affect the wellbeing of 
households in home country. Conversely, frequently 
raised issue in the migration literature is whether 
remittances contribute to an eventual equalization of 
income among households in the community of 
origin. Scholars argue that migrant remittances tend 
to reduce income inequality (Oberai et al. 1989; 
Taylor and Wyatt 1996), others remittances advance 
inequality (Barham and Boucher 1998). Evidence 
remains contradictory, and the answer probable to lies 
on economic conditions of households from which 
migrants come, the types of migration and different 
phases in a community’s migration history (Stark, 
Taylor and Yitzhaki 1988; Russell 1992; Taylor1999). 
 
Although an increase in household income is one 
undeviating and instantaneous outcome of remittance, 
the undemanding effect of remittance depends on 
how the money is spent. A World Bank study on the 

use of remittances in Bangladesh, the Philippines, 
Turkey, Pakistan and India shows that a significant 
portion of the same is spent to "purchase of 
residential plots, house construction and house 
improvement are expenditures that receive priority" 
(Swamy, 1984: 44).  Inferring from the studies of use 
issurprisingly consistent, remittances were seen to be 
mostly used to satisfy recipient households’ 
consumption needs and investment did not usually 
have high priority (Oberai and Singh 1983; Massey 
and Parrado 1994). Indonesia evidences were found 
that remittances acquired from international labor 
migration were primarily used for the acquisition of 
land and housing improvements (Hugo 2003). 
Children’s education was an additional vital use of 
remittances. 
  
Uses and Impact of Remittance 
Chaudhari (1993), in research about the use of 
remittance, concludes that first, primary consumption 
pattern largely affects the use of it. If the recipient is 
below the poverty line, his/her elasticity of demand 
on necessary thing is high, i.e. it encourages local 
consumption expenditure. If s/he is above the poverty 
line; it makes him/her rise in income status, so 
consumption pattern shifts to goods for facility and 
luxury. Secondly, expenditure of remittance in the 
receiving household depends upon availability of 
desired commodities or services too. If they are not 
available, they lead to the establishment of wholesale 
and retail units. Thirdly, its use depends on 
propensity to save and it is affected by level of 
income and ceremonial duties like marriages. If they 
are high, one's propensity to invest reduces. The 
fourth element proposed by Chaudhari that affects the 
use is value system and attitude towards different 
types of occupation. 
 
The major portion of the remittance is used for 
meeting household consumption and paying off loans 
borrowed to go abroad (Seddon et al., 1999; NRB, 
2001). Remittance is used for meeting basic 
necessities like food, clothing and payment of debt 
and interest. The survey done by the Department of 
Women Development, under the Ministry of Women, 
Children and Social Welfare, on employment of 
women (2003), found that families were living out of 
remittance money. And remittance was helping 
prevent more people from falling below the poverty 
line. Use of remittance for the improvement of the 
living standard is referred to by several studies 
(Seddon, 2003, NRB, 2001).  Improvement in living 
standard includes housing improvement, higher 
expenditure on food, on personal items, domestic, 
equipment and other consumer durable. Nepal Rastra 
Bank (NRB) disclosed 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 purpose, 
paying off loan, buying jewelry, financing migration 
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of other family members and as bank deposits. 78.9% 
of total remittances received were spent on daily 
consumption, 7.1% spent on loan repayment and only 
2.4% of remittance used in capital formation (NLSS-
III). Different studies have shown that remittance can 
have diverse socio-economic effects at national level 
and household’s levels. It helps to increase in income, 
consumption, savings, accumulation of wealth and 
assets, uplift the standard of living, improve health, 
education, better nutrition, increase national income 
and reduce poverty in the country. Remittance 
income in developing countries has become a lifeline 
for economic advancement. By remittance we mean 
sending income in terms of money or goods in home 
by the migrants or workers who have their earnings 
outside their home country. These days the source of 
foreign income has been growing rapidly in each year 
in developing countries.  
 
However, it is difficult to calculate the accurate 
amount of remittance flows in Nepal attributable to 
the emergence of unofficial channels even though it 
has recorded in balance of payments account. For a 
developing country like Nepal, remittance has turned 
out to be a major form of transfer of resources from 
industrialized countries. Remittance has helped to 
advanceindividual household consumption, reduce 
poverty and provide temporary financial relief at 
household and community level (Pant, 2006). The 
number of Nepalese households receiving remittance 
has increased by 30% between 1995 and 2004 (Singh, 
2006). 
 
V. FINDINGS 
 
The majority of respondents were female. Among the 
total (202) respondents 51 per cent (103) were 
females and 49 per cent (99) were males. Likewise, 
about 29 per cent of the respondents were illiterate. 
About 26 per cent of the respondent had passed 
S.L.C. passed. There was easy access up to high 
school education in the village, 13 percent of the 
respondents belonged to the higher education group. 
 
Most of the remittances sent back home is spent on 
consumption purposes. The household   real per 
capita consumption expenditure has been growing at 
a rate of 4.5 % during the    period 1996-2004 
(Khatiwada, 2005).According to NLSS-III (2010/11) 
78.9% of total remittance income spent on 
consumption expenditure while 7.1% spent on  
repayment  of  loan. Only 2.4 % of total remittance 
income was spent on capital formation. 
 

S.N. Use of Remittance Percent 

1. Repayment of loan 27.29 

2. Buy agriculture land 15.41 

3. Buy house plot 13.51 

4. Household expenditure 30.96 

5. Investment in business 0.78 

6. Lending to others 9.27 

7. Deposited in banks 3.6 

 Total 100 
 

Table: 1 Areas of Expenditure of Remittance Income 
Source: Field Survey 2016 

 
About 31 percent of remittance was spent on 
household consumption goods while 27 percent was 
spent on repayment of loans. Next key use of 
remittance income was on purchase of land - 15 % 
was on buying agriculture land and 13.51% was on 
purchase of housing plot in some urban area. It was 
noted a fraction of remittance income was being 
saved amounting to just 3.6% moreover about 1% 
spent for business investment. Inorder to find out 
more about remittance and its chain effect an focused 
group discussion (FGD) was conducted among elite 
group of study area which revealed that there were 
three brokers who were benefited from remittance 
and migration they were, land brokers (JaggaDalal), 
human brokers ( manpower agents), and local 
moneylenders. 
 
Impact of Remittance on Household of Migrants 
Several studies have been done around the world on 
the impact of remittances on the labor- exporting 
countries. The results, however, are not consistent. 
Some researchers (Chami, Fullenkamp, Jahjah, 2005) 
have argued that remittances act as compensatory in 
nature meaning remittances are meant to help those in 
needs back home rather than act as capital flows. 
 

 
Figure: 1 Change in Roof Construction Materials in 2010-2016 

Source: Field survey 2016 
 
As stated above, remittance uplifted the standard of 
living of the recipient of remittance; the construction 
material of roof used was changed in respondents 
household. The use of cement and zinc increased 
while the use of slates decreased. It shows that when 
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they received remittance they improved their house 
and changed their roof and topped by Zinc and 
Cement.  

 
Figure:2 Change in Medical Expenses in 2010-2016 

Source: Field Survey 2016 
 
Another impact of remittance was seen on the health 
consciousness among the family unit subsequent to 
receiving remittance had increased. People become 
more aware about their health condition and started 
spending more on their health. The health expenditure 
in the 5-year-period amplified notably. Furthermore, 
the eating habits too have changed prior receiving 
remittance. The main upshot of remittance in the 
study area was the transformation in consumption 
pattern of the households.  

 
Figure: 3 Change in Meat Consumption Expenditure in 2010-

2016 
Source: Field survey 2016 

 
As we compared the meat consumption expenditure 
in the 5-year period, we found drastic changes in their 
expenditure on meat consumption. Figure below 
reveals the change in meat consumption expenditure. 
Prior receiving remittance households were able to 
consumed meat once a month while after receiving 
remittance their demand (consumption) almost tripled 
that is they households consumed meat almost every 
week. However, there was an adverse effect of 
remittance as with the increase in the total volume of 
meat consumption increased so did the alcohol 
consumption of the households.  

 

 Expenditure on Child Education in 2016 Expenditure on Child Education in 2010 

Mean 15690.79 7632.48 

Median 13000.00 7000.00 

Mode 10000 10000 

Minimum 1000 1000 

Maximum 90000 40000 
Table: 2 Change in Child Education Expenditure from 2010 to 2016 

Source: Field Survey 2016 
 
Next impact of remittance after consumption of meat 
was improvement in child education. There were 
significant changes in expenditure on child education. 
The average child education expenditure before 5 
years was Rs.7632 which was increased to Rs.15690 
after 5 years. There was about 63% increase in child 
education in 5 years period. There was a boarding 
(English Medium School) in ward no. 3 of Arjai 
V.D.C. in which most of the children were from 
migrants’ family. So, the school was called ‘Lahure 
ko School’. 
 
CONCLUSION 
 
Remittance has played a significant role in the 
poverty alleviation in most of the developing 

countries and it is true about Nepal as well. The 
biggest contribution of remittances has been found to 
the welfare and improve livelihood of the receiving 
households in terms of basic needs, better health and 
education and to a smaller extent in terms of savings. 
Though these are useful goods and safe investment, 
but in macro-economic terms, non-productive assets 
with no lasting impact on country's real income. 
Hence it is essential to understand that only 
meaningful utilization of remittance money can pave 
the way to the better prospects of the nation. Mere 
collection of remittances in banks and financial 
institutions does not bring the desired outcome in the 
economy. Such funds should be kept in proper 
channels in different layers of the economy to meet 
twin goals: poverty alleviation and sustainable 
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development of Nepal. The real GDP of the nation 
could be magnified in the long run with the better use 
of remittance. 
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