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I. Introduction  

A heightened interest in understanding the remitting practices of immigrants and their impact on 

a variety of economic indicators has emerged as remittances to developing countries have risen 

substantially over the past decade, in some cases surpassing development assistance flows to 

developing countries (Amuedo-Dorantes, Bansak, and Pozo 2005).  In Nepal, for example, the 

World Bank reports that remittances amounted to $1.2 billion (US dollars) in 2006, while GDP 

was $7.4 billion and official development assistance and aid totaled approximately $425 million 

(World Bank 2007). Scholars have long been interested in how households use remittance 

income in developing countries. Certainly remittances received by a household relax the budget 

constraint and lead to increased consumption possibilities. If remittances primarily enhance 

consumption, they may have no lasting impact on economic development.  However, early 

empirical work by Lucas (1987) finds that migration to South Africa from surrounding countries 

lowers crop production in these countries in the short run but leads to higher crop productivity 

and more cattle accumulation in the long run as remittances are invested in the receiving 

countries.  This evidence of asset accumulation related to remittances has heightened 

economist’s interest in remittances as a vehicle for development. 

 In this paper, we use the Nepal Living Standards Survey II (NLSS II) conducted in 

2002/03 to examine how remittances affect household expenditures on human capital with a 

particular focus on examining how this impact may differ based on the origin of funds. The 

NLSS II data allow us to identify whether the source of remittances is either internal (originating 

within the country) or external (originating outside the country). 

  Several studies have examined the impact of remittances on human capital expenditures. 

Adams, Cuecuecha and Page (2008) find that households in Ghana do not spend 



disproportionately from remittance income on education, food and other products. Edwards and 

Ureta (2003) find a significant impact of remittances on school retention in El Salvador. Yang 

(2008) finds that positive exchange rate shocks affect remittances and lead to greater human 

capital investments in the Philippines while Acosta, Fajnzylber, Humberto (2007) find mixed 

results examining 11 Latin American countries and argues that the effect is often restricted to 

specific groups within a population. Acosta (2006) finds that young girls and boys are more 

likely to be in school in households receiving remittances in El Salvador. Bansak and Chezum 

(2009) find that although remittances increase the probability the young are in school, girls 

benefit relatively less than boys, but suffer less harm from the absenteeism caused by a 

household member’s migration to fund remittances.  

 A recent line if inquiry asks if there are observed differences in the role of remittances if 

they are internal or external. Costaldo and Reilly (2007) find that households receiving external 

remittances spend more at the margin on durable goods and utilities but less on food as compared 

to households that receive no remittances.  Alternatively, they find no difference in spending 

patterns between households receiving internal remittances and no remittances.  Mendola (2008) 

finds that agricultural households engaging in international migration are more likely to invest in 

high-yield seed technology as compared to households with internal migrants or no migrants. 

She argues that high-yield seed, although producing higher average productivity also has a 

greater variance in output. International migration serves as a more effective insurance 

mechanism for these households separating them from households who are not insured and 

therefore fall back on relatively low-yield, low variance seed. Adams, Cuecuecha and Page 

(2008) also look for differences based on the source of remittance income but find no differences 

in Ghana.   Conversely, Taylor and Mora (2006) using data from Mexico find that households 
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with migrants are more likely to invest and when comparing internal and external remittance 

receivers, households with internal remittances invest relatively more, particularly in education.

 In this paper, we examine the effect of remittances on educational expenses in the 

household with a particular attention to the source of the remittances.  The effect of remittances 

on human capital investment is unclear a priori. First, increasing income through remittances 

should relax household budget and capital constraints increasing the opportunity to invest in 

children's schooling. Conversely absenteeism in the household puts pressure on children to work 

in the household as a substitute for the absent member reducing time available for education. 

Specifically, the data allow us to measure the number of months a household member is absent 

from the household. Therefore, we are able to examine the impact of remittances on education 

expenditures controlling for the extent of absenteeism in the household.   Overall our findings 

suggest that while households who do not rely on remittances spend more on human capital, the 

presence of remittances does increase the overall level of human capital expenditures.  

Furthermore, at the margin, internal remittances appear to have a larger impact. 

 

II. Conceptual Framework 

 The household decision to migrate for our purposes may conveniently be thought of in a 

cost benefit framework; the costs incurred by the household include those associated with travel 

and search as a household member seeks employment in another community or country and the 

costs of lost home production contributed by the migrating member.  The benefits primarily 

come in the form of increased income as remittances are returned to the household.  Migration 

occurs if the benefits outweigh the costs.  We may reasonably expect that the costs of external 

migration are relatively greater; travel costs are higher for more distant migration and individuals 
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must assimilate into new cultures as they seek the best employment opportunities.  Conversely, 

internal migration might involve less travel and should involve lower search and assimilation 

costs.  Relative to internal migration, we should expect the total benefits of external migration to 

be relatively larger, although it is unclear for whom the net benefits might be larger. 

 Regardless of the expected larger income streams from external migration, it is unclear 

why spending patterns might differ between internal and external remittances.  Existing literature 

that examines the potential differences in the source of remittances provides little guidance.  

Taylor and Mora (2006) argue that “constraints on household expenditures include not only 

income but also information, uncertainty and risk aversion, and preferences (p.10).”  If migrants 

return not only remittances but knowledge of new markets and/or technologies one may 

reasonably expect changes in spending patterns relative to non-migrants.  If the knowledge 

returned home differs systematically between internal and external migrants, then differences in 

spending patterns may arise.  Given this, it is not clear for which categories of goods this 

knowledge might impact more significantly.  

 Mendola (2008) argues that external remittances provide income insurance for 

households.  She argues that the reduction in income volatility allows the household to invest in 

modern seed technology exhibiting higher average but more volatile yields.  Importantly, we 

might expect domestic migration to be a less effective diversification mechanism as national 

economic shocks will affect both the household and the remitter in the same way.  Thus internal 

remittances provide less insurance than external remittances. Taylor and Mora (2006) argue that 

for risk averse households, an income stream that is not perfectly correlated with the households 

other income sources lowers the overall volatility of income and may lead to differences in 

expenditures as compared to less diversified households.  In particular, households facing greater 
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volatility in income will invest in relatively less risky assets including human capital.  To the 

extent that external remittances provide a more effectively diversified income stream we should 

expect households receiving internal remittances to choose low risk investments such as human 

capital expenditures. 

 An alternative explanation may rest in understanding differences in local economic 

conditions for households and how these affect household decisions.  Rational economic agents 

will spend on those goods that, for a given price, provide the greatest household utility and invest 

where the rate of return is highest.  Empirical evidence indicating that households receiving 

internal remittances invest less may simply indicate these households are systematically located 

in areas with economic conditions that drive a low rate of return on investment.  

 

III.  Methodology 

In our methodological approach, we explore how remittances affect the human capital formation 

through models accounting for household migration and remittance decisions.  Specifically, we 

estimate an instrumental variables (IV) model of household human capital expenditures, 

endogenizing the internal versus external migration decision and the remittance decisions.  In 

particular, w seek to examine if internal versus external remittances have a differential impact on 

education expenditures.  In our specification, the level of household expenditure on education is 

a function of household remittance and migration outcomes and a vector of household 

characteristics that control for family structure, productivity, and other income sources.  In our 

data, households may be categorized into three groups, those receiving internal remittances, 

those receiving external remittances and those receiving no remittances.  

 Let Yj represent household education expenditures of the jth household, and define the 
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following empirical model: 

  I E I I E E
j 0 1 j 2 j 3 j i 4 j j 5 jY D D D Z D Z X= β +β +β +β +β +β + ε j

Letting superscript I’s (E’s) indicate internal (external) migration, the Ds are indicator variables 

equal to 1 if the household receives a remittance from respectively an internal or external source 

and the Zs represent respectively the level of internal and external remittance income.  The 

vector X represents other household characteristics and the final term is the residual.  

Households receiving no remittances will have a zero on all occurrences of the indicator 

variables, thus the coefficients on  and  1β 2β  allow for intercept shifts in education expenditures 

between households receiving respectively internal remittances and external remittances against 

the base case of no remittances. 

 Our underlying interest is in the marginal impact of an additional rupee of remittance 

income on household human capital investments.  These are measured for internal and external 

remittances by  and , respectively.  We test the null hypothesis that  3β 4β 3 4β = β , where failing 

to reject the null indicates that households make similar investment decisions with remittances 

regardless of the nature of the migration location. 

 Least squares estimates of the impact of remittances may be biased as the decision to live 

outside the household and send remittances is simultaneously determined with the probability of 

household members attending school.  We use instrumental variables to address the possibility of 

endogeneity.  The direction of the potential bias is unclear as there are offsetting factors that one 

would want to capture. 

 Failing to control for all facets of ability may cause upward bias in the estimated impact 

of remittances.  This is the case if ability is a determinant of migration (high ability individuals 

earn more in migration) and if ability of the family member is positively correlated with the 
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likelihood that a child attends school.   

On the other hand, if negative job shocks not accounted for in the model push individuals 

to migrate the estimated impact of remittances on human capital choices will be biased 

downward.  Job displacement lowers household income and both migration and remittances.   As 

the lost income lowers a household’s ability to invest in human capital and induces more 

household members into home production and out of school.   To correct for these problems, we 

estimate the model via instrumental variables methods, instrumenting for the decision to migrate 

both internally and externally, the length of absenteeism and the level of remittances. 

 

IV. Data 

Using data from the NLSS II we construct a sample of 3,911 households who responded 

to the survey.  The NLSS II contain information on the extent, nature and determinants of 

poverty in Nepal, covering different aspects of household welfare including education and 

remittances.  Our interest is to examine the use of remittances in funding education within the 

household, and to examine differences in spending patterns between internal and external 

remittances.  The survey asks each household about the amount spent on education for each 

family member currently in school.  Additionally, some households send money to family 

members who are not currently household members but are full-time students.  The variable 

Education Spending is the sum of all expenditures identified through these two questions. 

For remittances, each household is asked if they have received a remittance in the last 

twelve months and for each individual remittance if the origin of the funds was inside or outside 

Nepal.  In the sample, among 3,911 households, 612 (roughly 15.7%) received a remittance from 

an internal source, 648 (16.6%) received an external remittance and among these 55 received 
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funds from both an internal and external source.  For each household we define respectively 

Internal (External) Remittance Income as the sum of all remittances from internal (external) 

sources into the household (divided by 1,000).1   

Remittances have the impact of relaxing household budget constraints, but at the cost of 

removing a household member and thereby lowering household production.  The survey queries 

the number of months individuals spend out of the home for each household member and allows 

us to measure the extent of household disruption through absenteeism.  The variable Months 

Absent is defined as the total number of months household members spent away from the home.   

To estimate the impact of remittance income on education expenditures, we include 

variables controlling for household income from other sources and household age structure and 

family structure.  Households in Nepal receive earned income from three sources: farm 

production, business income and wage income.  For each household we define  Farm Income, 

Business Income and Wage Income as the total family income from each of the three sources 

mentioned (each divided by 1,000).  Presumably, income proxies for worker productivity in the 

household and therefore is an indicator of ability. 

Age composition of the household is captured through the variables Share Ages 4-7, 

Share Ages 8-15, Share Ages 16-64 and Share Elderly as the share of household members who 

are between the ages of 4 and 7, 8 and 15, 16 and 64 and over 64.  Individuals between 4 and 15 

are school aged with the younger group in the first stages and the older in secondary education in 

Nepal.  Individuals aged 16-64 are of working age although some number of these will be 

pursuing an advanced degree.  Finally to capture family structure, we include Married Couples 

defined as the number of married couples in the household.  This captures the total number of 

unique families within the extended household. 
                                                 
1 We omit in-kind transfers in calculating remittances. 
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Summary statistics for these variables are shown in Table 1 decomposed by various 

subsamples.  The first panel of the table breaks the sample between those receiving remittances 

and those not; the means for each subsample are in the first two columns, the difference is in the 

third and the standard error of the difference appears in the final column.  The second panel 

shows differences between households receiving external and internal remittances and the final 

two panels compare these groups to households that don’t receive remittances.  We observe that 

households not receiving remittances, on average, spend more on education, have less 

absenteeism, greater farm, business and wage income, are younger and have more married 

couples (each of these differences are significant at the 5% level or lower).  Examining those 

households receiving remittances, we observe that the rupee amount of external remittances is 

nearly twice as large as that for internal remittances while households receiving internal 

remittances have fewer young members, more elderly members and have fewer married couples. 

As has been well established in the literature, the decision to migrate should be viewed as 

joint household decision.  Household members migrate and return remittances for a variety of 

reasons including altruistic and insurance motives and this migration has an impact on the 

household’s ability to invest in human capital and other forms of capital.  To control for the joint 

nature of these decisions, we need instruments that are uncorrelated with the current level of 

education expenditures but correlated with the migration and remittance decisions. 

The three main categories of instruments used in this study reflect the variation in the 

availability of migration networks, cost of travel and agriculture production at the district level.  

Nepal is divided into 75 districts which might accurately be thought of as similar to counties in a 

U.S. state.  The 2001 Nepal Census identifies the total number of external Nepalese migrants 

originating in each district.  Following the literature (Hanson and Woodruff 2003; Acosta, et. al. 
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2007), there is evidence that external migration networks lower the costs of finding jobs in 

foreign countries.  For our first set of instruments, we argue that the number of migrants from the 

district proxies for migration networks.  In the second group, we include district road density as a 

proxy for the costliness of travel and therefore migration from a district.  Road density may be 

problematic in that a more complete transportation network may also lower the costs of attending 

school and increase the access to markets increasing household income. 

Our third set of instruments captures variations in agricultural conditions by district.  The 

vast majority of Nepali households have at least some crop production for home consumption as 

well as for market sale.  Using the Nepal Census of Agriculture Data, we use district level output 

of sugarcane, barley, corn, millett, oilseed, rice, wheat, tobacco and potato for the years 1997 to 

2002 (creating six times nine or 54 instruments) as instruments for crop volatility.   Past 

fluctuations in crop production, we argue, will proxy for past income volatility and therefore 

should be correlated with the decision to migrate for insurance reasons.  This presents problems 

as households from districts that have suffered from flooding or drought (both relatively 

common occurrences in Nepal) will have had less opportunity to invest in land and other forms 

of capital in the past, lowering household earning capacity and likely lowering past investments 

in human capital.  It is possible that these impacts are correlated with the decisions to invest in 

human capital today.2 

 

 

                                                 
2 In specifications not reported here we also examined a variety of additional instruments including the 

standard deviation of crop production using the crop data discussed above, district population characteristics 
including the percent change in population between 1991 and 2001, male and female literacy rates, and the number 
of individuals killed by rebel and state forces in the Maoist rebellion.  Ultimately these instruments performed 
poorly and did not lead to conclusions that differed qualitatively from those presented below. 
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V.  Results   

 Before examining the differential impact of internal and external remittances, we present 

results from total remittance income in Table 2. The first column presents results using ordinary 

least squares and in the second column, the results using instrumental variables are reported.  In 

the least squares specification, we observe a negative coefficient on the remittance indicator 

variable.  For low levels of remittances, households who receive remittances spend less on 

education. However, at the margin an increase in remittances leads to increased spending on 

human capital. The point at which the remittance income offsets the initially lower spending is 

roughly 65,000 rupees. Total remittances at the 80th and 90th percentiles are respectively 48,000 

and 90,000 rupees; thus relatively few remittance receiving households reach this threshold. As 

discussed above, least squares results are likely biased and we should estimate the model via 

instrumental variables.  These results are presented in the final column.  

 The instrumental variables are results are qualitatively similar to the least squares results.  

We estimate a negative coefficient on the remittance indicator variable and a positive and 

significant marginal effect.  The data indicates that in Nepali households, when controlling for 

absenteeism and endogeneity bias, remittance income allow households to spend more on 

education. The turning point in this model is 33,400 rupees or just over the 70th percentile of 

30,000 rupees. It is worth noting that remittance income has a larger impact on education than 

other income sources in the instrumental variable model. Thus, it would appear that remittance 

income is an important source of investment funds in Nepal. 

 Table 3 presents our estimates of the differential impact of internal and external 

remittances on education expenditures.  In all specifications, the dependent variable is education 

expenditures at the household level.  Column 1 presents results using OLS while IV results are 
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shown in column 2.  The first two rows show the results for internal and external indicator 

variables.  In all specifications we see that households receiving remittances spend less on 

average on human capital.  This is consistent with the differences in raw means and the results in 

Table 2.  Our primary interest rests in the marginal impact of remittance income shown in the 

third and fourth rows.  For both OLS and IV the coefficients are positive and statistically 

significant at the 5% or better level.  Additionally, in both specifications we observe that the 

coefficient on internal remittances is larger than the coefficient on external remittances.  Tests of 

the equality of remittance coefficients show that we may reject the null hypothesis at the 10% 

level for least squares and 5% level for IV’s.  These results provide evidence that households 

receiving internal remittances spend more at the margin on human capital than do external (or 

international) remitters.   

 For the IV model the point at which the remittance income offsets the initially lower 

spending is roughly 40,500 rupees for external remittances.  This is roughly at the 67th percentile 

of remittance income for households receiving external remittances.  Alternatively, the turning 

point is 73,500 rupees, roughly the 95th percentile for households receiving internal remittances.  

The evidence would suggest that households that do not currently rely on remittances spend 

more on human capital.  However, the presence of remittances does increase the overall level of 

human capital expenditures and at the margin, internal remittances have a greater impact. 

 

VI.  Discussion  

Our results appear to be most consistent with the findings of Taylor and Mora (2006) who find 

that internal remittances have a greater impact on investment spending particularly education.  

However, other studies, for example Adams et al (2008), Mendola (2008) and Costaldo and 
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Reilly (2007) find either no difference or external remittances having a greater impact.  Acosta et 

al. (2007) conclude that the findings for any one country may not generalize outside that country 

or specific region.  This conclusion forces researchers to ask what local characteristics cause 

differences in the use of remittance income.  

 How should we understand the results from Nepal?  An examination of the migration 

patterns in the data show that internal migration (defined by districts with relatively more 

frequent remittances from internal sources) is largely concentrated in districts near Kathmandu, 

the capital and economic center of Nepal.  Alternatively, districts with relatively large shares of 

external migration are from western provinces and eastern provinces near the Indian border. We 

believe this pattern can aid in understanding our results.  

 In particular, Nepal's education system culminates with individuals taking a "School 

Leaving Exam" and if students pass they receive a "School Leaving Certificate." (This is akin to 

New York State's Regents Exam where those high school students passing the exam receive a 

Regents Degree.)  Nepal's Ministry of Education keeps records on the number of individuals who 

take the exam and the number that pass each year. We obtained 2006 data on the passing rate at 

the district level. (Recall that our survey was conducted in 2002-2003 and we must assume that 

these pass rates are relatively stable over time to draw a connection with our results.)  In the top 

panel of Table 5 are the top ten districts ranked by frequency of internal remittances (net of 

external remittances) in our data. The final column shows the district rank by SLC passing rate. 

The average rank for these districts was 16.6. The bottom panel shows similar data for the top 

ten external remittance districts and their associated rank in SLC pass rate. Here we see an 

average rank of 37.8 this is affected substantially by one outlier (Gulmi). Further note that seven 

of the top ten internal remittance districts share a border with Kathmandu (as indicated by the * 
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in the table) with only Udayapur being located more than one district away from Kathmandu. No 

districts on the bottom panel share a border with Kathmandu and all of these have more than 

three districts to cross in reaching Kathmandu. (Districts are not of uniform size, we offer this 

only as an approximation to the distance from Kathmandu.)  

 The point of this table seems clear, there is at least a loose correspondence between 

districts with better performance on the SLC exam and districts with a heavier concentration of 

internal remittances. A similar loose relationship holds between external-remittance-heavy 

districts and poor performance on the SLC exam.  Poor performance on the SLC exam is very 

likely to correspond to poor primary and secondary education systems.  Not surprisingly those 

districts closest to Kathmandu appear to perform best on the exam.  This is likely the result of 

greater investments by the government in education in these areas.  Ultimately, if the education 

system is relatively better in these areas, we should expect that the return to investing in 

additional education is also higher in these districts. 

   This leaves us with a precautionary tale in examining how differences in the nature of 

migration may appear to lead to different spending and investment outcomes.  Ultimately it 

would appear that internal migrants in Nepal are from districts where the return to education is 

relatively high while external migrants are from districts where the return to education is 

relatively low.  If this inference is correct, then rational economic agents would generate 

spending patterns that are consistent with those we have observed in our data.  The result 

however is not driven by differences in the decision making process or the nature of the 

migration, rather it is due to the differences in the returns on investment in the originating areas.  

Ultimately our results show us that a lack of homogeneity in economic conditions across 
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developing countries creates an additional challenge in understanding the role of remittances on 

household choices and therefore development outcomes. 
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Table 1 
Tests of Difference in Means for Subsamples 

 
 Remit (n=1206) Noremit (n=2705) Difference Standard Error 

Education Spending 4.964 8.469 -3.506* 1.439 
Remittance Income 35.589 --- --- --- 
Months Absent 8.259 3.237 5.022*** 0.308 
Farm Income 0.896 1.928 -1.033** 0.377 
Business Income 7.238 26.16 -18.92*** 4.004 
Wage Income 11.32 37.98 -26.65* 13.41 
Share Ages 4-7 0.0915 0.094 -0.00244 0.00438 
Share Ages 8-15 0.174 0.183 -0.00958 0.00642 
Share Ages 16-64 0.572 0.586 -0.0137 0.00804 
Share Elderly 0.0792 0.0565 0.0227*** 0.00579 
Married Couples 1.028 1.158 -0.130*** 0.0254 

 External (n=648) Internal (n=612) Difference Standard Error 
Education Spending 4.861 5.131 -0.271 0.851 
Remittance Income 51.69 20.6 31.09*** 3.869 
Months Absent 8.681 8.038 0.643 0.666 
Farm Income 0.314 1.452 -1.138* 0.466 
Business Income 7.312 6.842 0.469 2.442 
Wage Income 10.24 12.12 -1.884 1.739 
Share Ages 4-7 0.107 0.0728 0.0338*** 0.00713 
Share Ages 8-15 0.182 0.16 0.0215* 0.0105 
Share Ages 16-64 0.565 0.589 -0.024 0.0136 
Share Elderly 0.0514 0.109 -0.0574*** 0.011 
Married Couples 1.086 0.982 0.104* 0.0476 

 Noremit (n=2705) Internal (n=612) Difference Standard Error 
Education Spending 8.469 5.131 3.338 2.006 
Months Absent 3.237 8.038 -4.801*** 0.392 
Farm Income 1.928 1.452 0.476 0.513 
Business Income 26.16 6.842 19.32*** 5.515 
Wage Income 37.98 12.12 25.85 18.82 
Share Ages 4-7 0.094 0.0728 0.0211*** 0.00557 
Share Ages 8-15 0.183 0.16 0.0230** 0.00828 
Share Ages 16-64 0.586 0.589 -0.00271 0.0106 
Share Elderly 0.0565 0.109 -0.0523*** 0.00777 
Married Couples 1.158 0.982 0.176*** 0.0316 

 Noremit (n=2705) External (n=648) Difference Standard Error 
Education Spending 8.469 4.861 3.608 1.94 
Months Absent 3.237 8.681 -5.444*** 0.356 
Farm Income 1.928 0.314 1.614*** 0.481 
Business Income 26.16 7.312 18.85*** 5.442 
Wage Income 37.98 10.24 27.74 18.29 
Share Ages 4-7 0.094 0.107 -0.0127* 0.00557 
Share Ages 8-15 0.183 0.182 0.00151 0.00807 
Share Ages 16-64 0.586 0.565 0.0213* 0.00989 
Share Elderly 0.0565 0.0514 0.00503 0.00654 
Married Couples 1.158 1.086 0.0718* 0.0316 
* p<0.05, ** p<0.01, *** p<0.001    
 



 
Table 2   

Impact of Remittances on Household Education Expenditures 
 (2) (1) 
VARIABLES OLS IV 
   
Remittance -4.734*** -9.864** 
 (0.922) (5.006) 
total_remit 0.073*** 0.295*** 
 (0.014) (0.091) 
months_absent_total 0.015 -0.160 
 (0.047) (0.195) 
farmincome_1000 0.087 0.122** 
 (0.064) (0.056) 
busincome_1000 0.048** 0.065*** 
 (0.020) (0.016) 
wage_1000 0.005 0.003 
 (0.004) (0.004) 
share4_7 13.136*** 10.326* 
 (2.690) (5.975) 
share8_15 21.144*** 18.561*** 
 (2.036) (3.467) 
share16_64 32.714*** 18.563*** 
 (5.854) (5.596) 
Shareelderly 19.295*** 14.976*** 
 (3.077) (5.057) 
married_couples 0.392 1.919* 
 (0.540) (1.096) 
Constant -19.027*** -13.824*** 
 (3.105) (4.505) 
   
Observations 3911 3911 
R-squared 0.041 -0.012 
Hansen's J  43.44 
p-value  0.823 
F-Stat Remittance  4.217 
F-Stat Total_remit  4.158 
F-Stat Absenteeism  4.848 

Robust standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 

 



Table 3 
Impact of Remittances on Household Education Expenditures 

 
VARIABLES OLS Instrumental 

Variables 
   
Dexternal -4.735*** -8.196* 
 (0.899) (4.875) 
Dinternal -5.691*** -14.851** 
 (1.234) (7.182) 
external_1000 0.064*** 0.202** 
 (0.015) (0.096) 
internal_1000 0.202*** 0.983*** 
 (0.078) (0.350) 
months_absent_total 0.010 -0.264 
 (0.047) (0.213) 
farmincome_1000 0.087 0.135** 
 (0.065) (0.058) 
Busincome_1000 0.048** 0.061*** 
 (0.020) (0.016) 
wage_1000 0.005 0.003 
 (0.004) (0.004) 
share4_7 12.883*** 7.152 
 (2.687) (5.067) 
share8_15 21.043*** 19.111*** 
 (2.046) (3.603) 
share16_64 32.298*** 15.145*** 
 (5.892) (5.385) 
Shareelderly 19.005*** 12.810** 
 (3.112) (5.435) 
married_couples 0.425 2.315** 
 (0.537) (1.108) 
Constant -18.788*** -11.790*** 
 (3.131) (4.258) 
   
Observations 3911 3911 
R-squared 0.043 -0.027 
Test for equality of remittance coefficients 2.992 4.193 
p value 0.0837 0.0406 
Hansen's J  41.10 
p-value  0.838 
F-Stat Dexternal  6.706 
F-Stat Dinternal  2.195 
F-Stat External Remittance  3.845 
F-Stat Internal Remittance  2.350 
F-Stat Absenteeism  4.848 

Robust standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 

 



Table 5 
Remittance Source and School Performance 

District 
Internal Migration 

Rank 
SLC Pass 
Rate Rank 

Makwanpur* 1 32 
Kavrepalanchok* 2 10 

Dolakha* 3 27 
Kathmandu* 4 2 

Sindhupalchok* 5 11 
Lalitpur* 6 4 

Bhaktapur* 7 5 
Udayapur 8 7 
Chitwan 9 18 

Bara 10 50 
 Average Rank 16.6 
   

District 
Top Ten 

ExternalMigration
SLC Pass 
Rate Rank 

Syangja 1 41 
Gulmi 2 1 
Doti 3 59 

Morang 4 35 
Kailali 5 48 

Arghakhanchi 6 30 
Mahottari 7 61 
Dailekh 8 55 
Kaski 9 12 

Rupandehi 10 36 
 Average Rank 37.8 

 
 


