
REMITTENCE INCOME IN NEPAL

Remittances to Nepal are money transfers from Nepalese workers employed outside the "Significance of Remittances".
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During the earthquake in Nepal, remittances almost doubled when migrant workers sent money home for
reconstruction, which protected many families from faring worse fates. As the example of Nepal shows,
remittances are a lifeline for many families, but there is much more to do to maximise their potential impact.
In the last two decades, remittances have grown to almost three times the size of official aid. There are also
often long and costly waiting times for passports and visas. For health it has been found that remittances
directly lead to higher spending on better quality medical care and an increased likelihood of visiting a doctor,
increased birth weight, and decreased child mortality. The Nepalese government has put limits on the fees that
recruitment agencies can charge, but in reality these are often ignored and not enforced. India has a long
history of civil society based on the concepts of daana giving and seva service. For Nepal, the nearest sea-port
is that of Kolkata in India and the transit arrangements between the two countries are governed by two main
legal instruments: India-Nepal Treaty of Trade and Transit and the India-Nepal Rail Services Agreement.
Unfortunately, a large majority of remittance-receiving households in Nepal remain unbanked, particularly so
in rural areas. Experts advise that while the central bank needs to be free from political interference to stabilise
the economy, the government and the central bank must coordinate their actions. Internal rural-urban
migration produces some flows of goods and money, but international migration yields substantially greater
ones. In many Pacific island countries, the remittances that flow from internal and international migrants to
family members at home are a prominent feature of the national economy. Nepal and Malaysia signed a
memorandum of understanding in October under which Malaysian employers would bear all necessary
recruitment costs to hire Nepali workers, including visa and airplane tickets. This is a human as well as an
economic story : one in every four households in Nepal has one member working abroad at any given time.
Workers from these countries will be admitted into 14 sectors facing severe labour shortages. In the
longer-term, there is no other way but to attract investors by increasing the competitiveness of the Nepali
economy and increase exports. This is despite the "brain drain" of Nepal's trained health workers from
Nepalese health facilities, another classic consequence of increased migration. The lack of financial inclusion
is a lost opportunity for workers and the economy, as remittance-receiving households do show a commitment
to investing when given the opportunity. Excessive charges borne by workers also led the Nepal government
to halt worker departures to Malaysia in May , the bank said. As of , Nepal has the fifth highest ratio of
remittances to GDP in the world  During crisis, remittances have proven to be less pro-cyclical and a more
reliable source of income than foreign direct investment FDI or official development assistance ODA.
However, remittances are far better leveraged for development when they flow through formal channels.
Sangam Prasain is Business Editor at The Kathmandu Post, covering tourism, agriculture, mountaineering,
aviation, infrastructure and other economic affairs. Among different sources of foreign exchange for a country
such as investments, exports, or tourism, remittances from overseas workers is the most unreliable income
source because it can easily be affected by political tension and conflicts. To increase competition,
governments can encourage postal services and other distribution networks to facilitate partnerships that will
drive the diversification of money transfer options. For a disaster-prone and politically unstable country such
as Nepal, remittances have proven to be a lifeline.


