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Money crosses a border more easily than a person. A worker’s

earnings may arrive in a Nepali bank account almost immediately,

while the worker who earned them remains months or years away

from the family using them.

With each transfer, a household can pay a school bill, repair a

roof, buy medicine or manage a loan. Across thousands of

households, those decisions help sustain shops, banks,

construction and consumption. What feels like a family’s private

lifeline becomes a national economic force.

That force presents Nepal with a paradox. Remittances have

improved financial security for many families and strengthened
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the country’s external position. Their extraordinary scale also

reveals how much of that stability depends on earning

opportunities located outside Nepal.

The numbers behind everyday life

Nepal Rastra Bank’s published annual figures put remittance

inflows at approximately NPR 2,363 billion in FY2025/26. Its data

also place workers’ remittances at 35.8 percent of GDP. These

figures should not be mistaken for money added directly to

domestic output: remittances are transfers received from abroad,

while GDP measures production within the economy.

The World Bank’s October 2026 economic update similarly

describes remittances equivalent to 35.8 percent of GDP. It

reports a current-account surplus of 14 percent of GDP in FY26

and says remittance inflows helped offset the trade deficit,

supporting the accumulation of foreign-exchange reserves.

Those are substantial financial benefits. They help pay for imports,

reduce pressure on foreign currency and support households

when local incomes are insufficient.

Yet the same data contain a difficult contrast. The World Bank

reports that new international migrant workers declined by 19.6

percent while remittances rose. It points to a combination of

higher transfers per worker, destination diversification, exchange-
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rate effects and greater use of formal and digital transfer

channels. A rising inflow therefore should not automatically be

interpreted as more Nepalis leaving, nor should one year’s change

be credited to a single policy.

What remittances accomplish

A national debate can become unfair when it treats overseas

income as though households squander it by buying food, paying

rent or improving homes. These uses are not evidence of economic

ignorance. A family living with financial insecurity may rationally

prioritise a safe house, good schooling and medical care over an

uncertain investment.

Remittances can smooth consumption, support household

resilience and allow families to make choices that were previously

out of reach. For some, savings become business capital or the

foundation for a more stable retirement.

The benefits are not automatic or equal. Migration can involve

recruitment costs, debt, exploitative working conditions and

prolonged separation. Workers may earn more abroad while

bearing significant legal, physical and psychological risks.

Families receiving income also differ greatly in their needs and

ability to save.
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The correct economic question is not why every recipient fails to

become an entrepreneur. It is whether Nepal offers safe and

credible opportunities for people who might wish to invest after

meeting basic needs.

The problem that money can hide

Large remittance inflows support spending, but a healthy external

balance does not prove that domestic firms are productive or that

good jobs are plentiful. People can purchase imported goods with

foreign earnings while local manufacturing and export industries

struggle to compete.

The World Bank’s latest assessment reports subdued private-

sector credit growth and weak domestic demand despite easier

monetary conditions. It also identifies non-performing loans as a

growing financial concern. These observations do not mean

remittances caused Nepal’s private-sector weaknesses. They show

that strong external inflows and a fragile investment environment

can coexist.

It would be equally misleading to describe overseas transfers as

the sole cause of migration or of Nepal’s trade deficit. Migration

decisions reflect wage differences, labour demand, education,

public services and people’s ambitions. Import demand responds

to production capacity, prices and household choices.
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The paradox exists because remittances can stabilise the economy

while the structural conditions that encourage further migration

remain unresolved.

A salary abroad and a business at home

Public discussion often urges migrant workers to invest in

productive sectors. The advice is reasonable in principle but

incomplete without asking what makes domestic investment

feasible.

A returning worker considering a small enterprise must assess

licensing requirements, predictable taxes, access to credit,

electricity, roads, customers and the cost of resolving a dispute. If

these conditions are uncertain, a bank deposit or house may be a

safer choice than a business employing several people.

The World Bank’s 2025 country economic memorandum argues

that Nepal needs reforms to facilitate firm creation, attract

investment and build competitive exports. These are structural

reforms, not instructions that individual remittance recipients

should accept unlimited risk.

A credible plan would improve the opportunity set: transparent

rules, viable local supply chains, financial literacy, lower

transaction costs and institutions that make small investment less

hazardous.
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Who bears the risks?

Dependence on external labour markets exposes Nepali families to

policy shifts, job losses, conflict, exchange-rate volatility and

changes in destination-country demand. The Middle East is

particularly relevant because of its role in Nepali migration and

because regional conflict can disrupt economic activity.

The World Bank’s 2026 outlook also notes that the broader

economy faces risks from global shocks and domestic disasters.

Remittances can help households respond to these shocks, but

they are not immune to them.

At the personal level, the risk is not captured by a currency total.

A worker can lose a job, become ill or face a delayed salary. A

family might depend on payments while debts continue to

accumulate. Where migration is financed through borrowing, the

first months’ income may go toward servicing past costs rather

than building future wealth.

Diversification matters at both levels. Households benefit from

savings and income sources that are not dependent on one

employer. A national economy benefits from more competitive

domestic production, exports and good jobs.
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The uncounted price of earning

Money is measurable. The care provided by grandparents, the

school events missed by a parent and the emotional burden of

managing a relationship across time zones are not reported on a

central-bank dashboard.

That does not make migrant work a regrettable choice in every

case. Many workers gain skills, networks and confidence. Some

return to invest; others build transnational lives by preference.

Respecting workers requires accepting that opportunity can be

positive while the absence of comparable choices at home remains

a public concern.

Arguments about ‘brain drain’ can also oversimplify a complicated

system. The movement of people can bring skills, investment and

relationships back to Nepal. But neither occasional success stories

nor aggregate remittance growth should obscure risks borne by

workers with fewer protections.

What would success look like?

The answer is not to eliminate remittances. An economy where

Nepalis can work internationally on fair terms, send money

efficiently and return when they choose would be stronger, not

weaker, for those connections.
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Success would mean the option to earn a decent living inside

Nepal becomes realistic for more people. It would mean overseas

workers have safer recruitment channels, families have reliable

social protection and local firms can compete for investment

without depending on patriotic appeals.

In the meantime, another transfer will arrive. Somewhere, a family

will decide which urgent expense to pay first. The money will help.

The unresolved question is whether the next generation will also

have to leave to earn it.

For the household side of this debate, read how migration is

reshaping the Nepali family.

Data note: Remittance-to-GDP ratios are comparative

macroeconomic indicators, not a claim that remittances form part

of GDP. Financial figures refer to FY2025/26 unless otherwise

stated.

Originally published by Nepal Digest - https://nepaldigest.com/nepal-remittance-paradox-prosperity-departure/
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