
opment of the nation remains incomplete, keeping aside women in economic activities as they 
make up half of the total population. In the past, Nepalese women were confined to household 
activities including cooking, washing, cleaning, and caring the children. Gradually, they are 
stepping up to establish and run the enterprise which leads to their economic empowerment (Khan 
et al., 2017).

 Third-world feminist and women’s organizations raised the issue of women’s empower in 
1070s. The main goal of the movement was the equality of women through structural change in 
the social and political systems (United Nations, 2001). Different scholars defined women’s 
empowerment differently. However, the common notation of empowerment was established as 
competency development for making strategic choices and achieving the goal, whatever they 
attempt to succeed (Reddy, 2002).

 Empowering women economically is essential for their overall development. Entrepre-
neurship is the best way to achieve economic independence. Encouraging entrepreneurship and 
income-generating activities presents practical solutions for women's empowerment. Women gain 
the advantages of awareness-raising, education, knowledge, self-confidence, and technolo-
gy-friendly by engaging in income-generating activities through entrepreneurship (Sharma & 
Varma, 2008). Women’s entrepreneurship was viewed as a key vehicle for granting decision-mak-
ing power, self-dependency, and leadership opportunities (UNIFEM, 2000).

 Economic empowerment indicates equal participation in the existing market, access to 
decent work, controlling the productive resource, deciding the economic issues at all levels, from 
household to international forum, putting voice confidently, managing the time properly, and 
maintaining control over the bodies and meaningful participation in the economic decisions. 
Women’s economic empowerment and the reduction of the gender gap are crucial factors for the 
2030 agenda, and sustainable development (UN, 2020).

 In most societies, there exists a significant power disparity between men and women, with 
women having less control over resources and often receiving lower wages for their work. As a 
result, women's contributions to society often go unnoticed and undervalued, rendering them an 
"invisible" workforce. Unfortunately, these circumstances inevitably hinder women's ability to 
fully explore their potential, pursue growth and development, and achieve exceptional accomplish-
ments (Sharma & Varma, 2008).

 Gorkha is one of the developing districts situated in rural areas of Nepal, mostly with male 
dominance, which has systematically excluded women from equal participation in social activities. 
They were often marginalized and disadvantaged due to cultural norms, discriminatory practices, 
dependency on males, and lack of access to education, resources, and decision-making authority. 
Despite these challenges, there is a growing interest in entrepreneurship among women. 
Post-earthquake, over 30 organizations have been working to support women's entrepreneurship 
and empower them to overcome gender-based discrimination and gain economic independence. 
Through these efforts, rural women are moving towards greater empowerment and breaking down 
barriers to success (Womens, 2016). In this context, the primary aim of the study is to examine the 

forms the global economy and socio-cultural interdependence. Notably, migration from South 
Asia to developed countries has surged, a trend projected to endure. In Nepal, where the labour 
force comprises, 79.60 percent aged 15 to 64 (CEIC, 2021), 56 percent of households have the 
opportunity to receive remittances (NLSS-III, 2011), contributing almost 30 percent to the coun-
try's GDP (WBG, 2021). Remittance revenue is vital for Nepal's economic health, with receipts 
growing from 44.16 million US dollars in 1996 to 7795.56 million US dollars in 2020 (WBG, 
2021). Remittances, essential for developing nations, influence GDP expansion, impacting 
individual income, healthcare, and education (Alishani & Nushi, 2012). Migration-driven remit-
tances fueling economic growth, shaping socio-cultural ties, and enhancing individual welfare 
underscore the indispensable role of global migration in contemporary economies.

 Remittances, typically defined as a portion of a migrant's earnings sent to their country of 
origin, predominantly encompass financial transactions, although non-cash products are also 
considered (Pant, 2004). This term commonly denotes transfers made by migrant workers, yet it's 
crucial to recognize that refugees and migrants without the same legal status also contribute to 
remittances. The increasing flow of remittances from migrants addresses challenges in developing 
nations such as low employment, income rates, rising poverty, and unequal income distribution 
(Dhungana & Pandit, 2016). These financial inflows serve as a vital source of household income, 
alleviating poverty, elevating social standing, and facilitating economic stability. Remittances 
have evolved into a significant government funding source and a poverty eradication strategy, 
with substantial investments in trade and business, alongside conspicuous spending and durable 
goods (Edwards & Ureta; Acosta, 2011). Remittances, encompassing financial transactions from 
migrants, refugees, and those without legal status, play a pivotal role in alleviating poverty and 
fostering economic stability in developing nations.

 Globally, remittances totaled $605 billion, projected to rise by 4.2 percent to $630 billion 
by 2022 (WBG, 2021). Nepal, ranking top in South Asia and sixth globally, heavily relies on 
remittances, constituting 25 percent of its GDP (WBG, 2021). In the latest fiscal year, Nepal 
received NPR 699 billion (USD 6.56 billion) in remittances, representing over 25 percent of the 
country's GDP, marking the fourth-highest share worldwide (ADB, 2021). While remittances buoy 
the economy and elevate purchasing power, they also pose risks, such as the exodus of educated 
professionals seeking employment abroad, potentially resulting in a loss of valuable human 
resources developed with public investment.

 A growing number of Nepalese workers are departing the country in pursuit of employ-
ment abroad, driven by diminished job opportunities at home (Government of Nepal, 2022). The 
quantum of remittances is contingent on the country's conditions and the migrant count within a 
household, creating a reciprocal relationship between overseas job seekers and remittance inflow 
(Byanjanakar & Shakha, 2021). Economic stability prompts Nepalese labourers to seek opportuni-
ties abroad, prompted by recent violent conflicts and limited prospects domestically (Dahal, 2004). 
Migration and remittance patterns are prevalent in regions marked by political unrest, civil wars, 
economic downturns, low entrepreneurial investment, and economic slumps worldwide (Sirkeci et 
al., 2012). Remittance transfers to Nepal employ specific channels like SWIFT or demand drafts, 
with various established remittance providers such as International Money Express (IME), West-
ern Union, City Express, Himal Remit, Prabhu Remit, and Samsara Remit (WBG, 2021). The 

effect of women’s entrepreneurship on their empowerment in terms of decision-making authority, 
reduced dependency on males, increased income level, change in social perception, and employ-
ment generation in the Gorkha District, Nepal.
 

Literature Review

 Research has highlighted the importance of women's empowerment as the driving element 
for economic growth. It is also argued that increasing women's participation in entrepreneurship 
activities is crucial for developing countries to transform into developed countries. Such participa-
tion would help to utilize the human resources properly and generate income leading to improved 
quality of life as well (Singh & Gupta, 2013). Women’s entrepreneurship journey is viewed as a 
technique for getting rid of poverty and marching to equality. To bring Nepalese women into the 
main stream of the business sector, women’s empowerment is essential by providing leadership 
opportunities and participating in entrepreneurial networking systems (Bushell, 2008).

 Women’s entrepreneurship is now recognized as an essential driver of economic growth, 
innovation, and job creation. In addition, society has come to appreciate the unique perspective 
and innovative solutions that women entrepreneurs bring to the table were overlooked in the past 
and systematically denied the recognition they deserve (Sharma & Varma, 2008). Women entre-
preneurs are those women who are innovative, risk-takers, enjoy independence, seeking opportu-
nities for economic gain, and do not hesitate to take organizational and management responsibili-
ties (Timmons & Spinelli, 2009). Entrepreneurs can transform their ventures into new technolo-
gies, products, and markets. Independence and risk-taking qualities are essential for sustaining 
their enterprise from start-up to growth and expansion internationally (Chong & Teoh, 2007).

 Awareness is also increased about the significant barriers and challenges that women face 
in entrepreneurship, such as access to funding, mentorship, and networks. As a result, there is now 
more support and resources available for women entrepreneurs, including business incubators, 
accelerators, and grants. Previously, entrepreneurship was viewed as a male-dominated field, and 
women who entered the field faced numerous challenges and biases. However, with the increment 
of women entrepreneurs’ numbers and their success rate in business, social perception has shifted 
to a more positive and inclusive one (Ilie et al., 2021).

 The Landscape Study on Women Entrepreneurship found that women have achieved an 
improved status in their family after becoming financially independent. The study also revealed 
that most women tend to reinvest about 90% of their income into their families, i.e., into providing 
adequate nourishment for their families and educating their children, thereby contributing to better 
outcomes for their children and for future generations (EdelGive Foundation, 2020).

 After engaging in entrepreneurial ventures, it gives women both increased decision-mak-
ing authority and power. Women entrepreneurs can exercise more power in household decisions 
(Haugh & Talwar, 2016). Women-owned small enterprises have provided better distribution of 
resources and economic stability. They are playing an important role in creating employment 
opportunities and introducing innovation. They are also sources of inspiration for others. Small 

entrepreneurs are assumed as the means of entrepreneurship, economic development, and job 
creation (Taiwo et al., 2016)

 Women’s entrepreneurship contributes significantly to the social and economic well-being 
of the country. Banks and cooperatives provide financial support to women entrepreneurs, and 
their families encourage them in their business activities. Nepal has implemented policies to 
develop entrepreneurial skills among women, and vocational education and training programs 
have been launched to empower them (Khatri, 2022). Women’s status in Nepalese society has 
changed from time to time. Women have been regarded as a symbol of strength, knowledge, and 
wealth. Women’s economic empowerment and inclusive economic growth are fueled by girls’ and 
women’s educational attainment (Rijal, 2018).

 The Nepal government has taken some steps to encourage women's entrepreneurship, such 
as providing an easier procedure with a lower fee for registration. The Women's Entrepreneurship 
Development Fund has been serving with financial assistance and technical support to them. In 
addition to government services, several other organizations also provide support and resources to 
women entrepreneurs, such as training and networking opportunities, business development 
services, mentorship, and other services for their aspirations. By promoting women's entrepreneur-
ship in Gorkha, women empowered economically and became contributing members of the 
society to more inclusive economic growth in the region (Sapkota, 2020).

 Over time and because of the changes going on in the Gorkha district, young women are 
beginning increasingly involved in entrepreneurial activities and have started to be self-dependent. 
Women entrepreneurs’ contribution has increased to their immediate family budget and to the 
prosperity of the community. Women entrepreneurs are regarded as the most significant represen-
tatives of the financial growth of the country (Tambunan, 2009). Their role has been changed to 
the producers, owners, decision-makers, risk-takers, sellers, and innovators from households 
serving women. They also create employment opportunities and contribute to advancing the living 
standards of families. Nowadays, women use their potential and skills to supplement their family 
income. Women in Nepal, therefore, no longer need to wait for employment outside the home. 
They are capable starting their own venture and earning and improving their livelihood successful-
ly (Thapa Karki & Xheneti, 2018).

 The awareness of policymakers and planners has increased significantly towards women’s 
contribution to income generation and the effective performance of women’s activities. Nepali 
women are increasingly taking up entrepreneurial ventures, particularly in sectors such as agricul-
ture, tourism, and handicrafts (Rijal, 2018).

 The past evidence from the different countries shows that women's entrepreneurship is the 
means of women's empowerment in terms of social status improvement, wider networking, better 
education, and a better future (Khatri, 2022; Ilie et al., 2021; EdelGive Foundation, 2020; Rijal, 
2018; Sharma & Varma, 2008), and the emergence of women in self-employment and income 
generation through the establishment of their own enterprises is increasing (Womens, 2016). 
However, there is a lack of sufficient studies to verify the situation in the rural communities of 

Nepal. Therefore, the study on women's empowerment through entrepreneurship in Gorkha 
District is essential.

 The study variables are based on the literature review. The dependent variable is women’s 
empowerment (accessibility of better health service, education opportunity, getting chance of 
leadership role and improvement on the confidence level). The independent variable is women 
empowerment that comprises the increase in income level of women, a change in social percep-
tion, reduction independency on male, employment generation, decision-making authority. The 
following framework shows the how independent variables affect the successful utilization of 
entrepreneurship development.

Figure 1
Conceptual framework

Based on the objectives of the study, theoretical and empirical literature review of the study 
following hypothesis are developed.
H01: There is significant relationship between increase in income level of women and women 
empowerment.
H02: There is significant relationship between change in social perception and women empower-
ment.
H03: There is significant relationship between reduced women dependency and women empower-
ment.
H04: There is significant relationship between self-employment and women empowerment.
H05: There is significant relationship between increase in decision making role and women 
empowerment.

Methods
 The research was descriptive and explanatory in nature. It was conducted in Gorkha 
district, Nepal, mainly in Gorkha Bazaar, Dandidana, 12 Kilo, Chatturkhola, Palungtaar, Chepetar, 
Vachhek Bazaar, and Aarughaat. The study was based on the women empowerment through 
entrepreneurship in Gorkha. So, 150 women entrepreneurs were purposively selected as a sample 
respondent. This research was based on the primary survey. The data was collected by formulating 
a set of research-administered questionnaires that were distributed to women entrepreneurs in the 
study area. The questionnaire includes Section A with demographic information about the respon-
dents like age, marital status, income level, education, etc. and section B with a five-point Likert 
scale (Strongly Disagree-1, Disagree-2, Neutral-3, Agree-4, Strongly Agree-5) with statements 
related to independent and dependent variables. The researchers used both descriptive as well as 
inferential statistics for data analysis. Descriptive statistics such as frequency percentage distribu-
tion were used to measure the characteristics of the respondents; exploratory factor analysis (EFA) 
was used to extract specific items from the dataset that are associated with each construct and 
partial least squares structural equation modeling (PLS-SEM) was used to measure the relation-
ship between independent variables and dependent variables.

Results and Discussion

1 Demographic Status of Women Entrepreneurship
 Age, eduction, marital status, family structure and income level of respondents is analyzed 
as shown in table 1.
Table 1
Socio-Demographic Profile

 Table 1 gives the insights into the demographic characteristics of the study population. 
The age group category illustrates a diverse age distribution, with the majority falling within the 
21-30 and 31-40 age ranges, representing 38.7% and 40% of the sample, respectively. In terms of 
education, the data reveals a relatively high level of education, with 46.7% having completed their 
10+2 and 12.7% being graduates. However, a notable portion (39.3%) has a high school education 
or lower. Marital status shows that a substantial majority (79.3%) are married, while family 
structure highlights a prevalence of nuclear families (73.3%). Monthly family income demon-
strates a wide range, with the largest group earning between 20000-30000 (29.3%) and a signifi-
cant proportion (26.7%) earning above 50000.

2 Exploratory Factor Analysis (EFA)

 In this study, total 28 items were used to measure the independent and dependent 
variables. Income level includes four items – IL1, IL2, IL3, and IL4, social perception includes 
five items – SP1, SP2, SP3, SP4, and SP5, reduced dependency includes four items – RD1, RD2, 
RD3, and RD4, employment gereration includes four items – EG1, EG2, EG3, and EG4, decision 
making includes five items – DM1, DM2, DM3, DM4, and DM5 and women empowerment 
includes six items – WE1, WE2, WE3, WE4, WE5, and WE6. EFA was run independently for 
each construct. The results of EFA is given in Table 2.
Table 2.

 Table 2 shows the summary of result of EFA for all six constructs used in this study. The 
KMO value assesses the suitability of data for factor analysis. In your analysis, all KMO values 
are above 0.5, which suggests that your data is suitable for EFA. Similarly, Bartlett's Test assesses 
whether the correlations among the variables are significantly different from an identity matrix. As 
per the analysis result, all p-values are very close to 0, which indicates that the data is appropriate 
for EFA. Furthermore, the items column indicates which specific items from the dataset are 
associated with each construct after EFA and % of variance explained shows the variance in the 
data explained by the underlying factor. Income Level includes four items (IL1, IL2, IL3, and IL4) 
and it explains 51.03 % of variance. Likewise, change in social perception includes three items 
(SP1, SP2, and SP3) and explains 56 % of variance, reduced dependency includes three items 
(RD1, RD2, and RD3) and explains 57.33 % of variance, employment generation includes three 

items (EG1, EG2, and EG4) and explains 60.15 % of variance, decision making includes four 
items (DM1, DM2, DM3, and DM4) and explains 51.79 % of variance, and women empowerment 
includes three items (WE3, WE5, and WE6) and explains 62.23 % of variance.

4.3 Structural Equation Modeling
 
 After EFA, the researchers used partial least square – structural equation modeling 
(PLS-SEM) to see the relationship between independent variables and dependent variable. This 
includes two model – Measurement Model and Structural Model. In measurement model, it was 
checked the reliability and the validity of the construct. After assessing the reliability and validity 
of the contruct, structural model was run.

3.1 Assessment of Constructs’ Reliability and Validity

 Reliabilty was checked using Cronbach’s alpha and composite reliability, convergent 
validity was assessed using Average Variance Extracted (AVE) and discriminant validity was 
assessed using Fornell and Lacker’s criteria, and HTMT ratio.

 Table 3 presents the result of construct reliability and convergent validity. Here Cron-
bach's Alpha and Composite Reliability are used to measure the construct reliability and AVE is 
used to assess the convergent validity. Table reveals that all the Cronbach’s alpha values are above 
0.60 and range between 0.601 and 0.713. Similarly, all composite reliability values are above 0.70 
and ranging from 0.790 to 0.840. This indicates that the constructs are highly reliable. Further-
more, AVE values in the range of 0.487 to 0.636 also affirm the convergent validity.
Table 4 

 Table 4 presents the result of Fornell and Larcker's criteria used to assess discriminant 
validity. The diagonal values represent the square root of the Average Variance Extracted (AVE) 
and other values represent the correlation coefficeint between the constructs. Here, the square root 
of the AVE for SP is 0.748, DM is 0.715, EG is 0.797, IL is 0.707, RD is 0.698, and WE is 0.783, 
which are greater than its correlations with other constructs, it satisfies the criteria for discriminant 
validity.

 Table 5 presents the result of Heterotrait-Monotrait (HTMT) ratios, used to measure 
discriminant validity. Here all the values are less than 0.85, which suggests that these constructs 
(SP, DM, EG, IL, RD, WE) exhibit satisfactory discriminant validity.

3.2 Structural Model

 After confirmation of reliability and validity of the constucts, path analysis was 
performed. Figure 2 depicts the path diagram and Table 6 exihibits the result of path analysis.
Figure 2 
Path Diagram

 
 Table 6 shows the results of the path analysis that show the relationships between various 
independent variables (Change in Social Perception, Decision Making, Employment Generation, 
Income Level, Reduced Dependency) and their impact on the dependent variable Women Empow-
erment. In this analysis, decision making (beta = 0.227, t-stat = 3.011 and p-value = 0.003), 
employment generation (beta = 0.293, t-stat = 3.299 and p-value = 0.001), and income level (beta 
= 0.271, t-stat = 2.472 and p-value = 0.013) have statistically significant and positive effects on 
women empowerment. This suggests that improvements in Decision Making, Employment 
Generation, and Income Level are associated with increased Women Empowerment. However, 
change in social perception and reduced dependency is not statistically significant and does not 
appear to influence Women Empowerment significantly. 

Conclusion

 This study provides insights into which factors have a substantial impact on Women 
Empowerment through entrepreneurship in Gorkha district, Nepal. The study considered women's 
empowerment as the dependent variable, while income level, social perception, reduced depen-
dency on male, employment creation, and decision-making authority were used as independent 
variables. Based on the study's results, it can be concluded that women entrepreneurship through 
change in income level, employment creation, and improvement in decision-making has a positive 
and significant impact on women's empowerment. This indicates that increased income, self-em-
ployment, and decision-making power contribute to women's empowerment in society. While 
change in social perception and reduced dependency on male have no significant association with 
women empowerment. This research not only provides valuable insights for policymakers and 
practitioners but also reinforces the requirement of supporting women's entrepreneurship to 
promote women’s empowerment.

traditional "Hundi" practice of informal money transfers persists in Nepalese society. The global 
economic impact of the Covid-19 outbreak has disproportionately affected Nepalese migrant 
workers, especially those in tourism, hospitality, and construction, leading to financial crises for 
many (Study et al., n.d.). The post-pandemic repercussions continue to impact Nepal's economy.

 Pokhara, the second-largest valley in Nepal's hilly region, situated in the Western part and 
part of the Gandaki Province, boasts cultural diversity with Gurungs, Brahmins & Kshetris, 
Newars, Thakalis, Magar, and other occupational castes. Gurungs dominate the city, particularly 
in-migrant communities, making Pokhara the leading remittance recipient (WBG, 2021). Many 
Pokhara residents migrate globally for employment, notably to Hong Kong, Malaysia, Australia, 
America, Japan, Korea, Canada, Saudi, Dubai, Qatar, and India. The impact of remittance flows in 
Pokhara sparks a longstanding debate, with studies suggesting both positive effects on livelihoods 
and negative consequences on agriculture. Given Nepal's significant remittance reception, studies 
on its social and economic implications, especially on migrant households, are imperative. This 
study proposes to scrutinize remittance-receiving and non-receiving families in Pokhara, compar-
ing their consumption patterns, human capital investments, and agricultural involvement. The 
research objectives of this study are to analyze the social and economic consequences of remit-
tance on households in Pokhara Valley by accessing and comparing the level of investment for 
human capital improvement between remittance-receiving and remittance-non-receiving house-
holds and to identify if Labour migration in remittance recipient households has led to a lack of 
Labour, which has led to a decline in family’s involvement in farming and agriculture?

Hypotheses
The following hypotheses have been used to validate the test.

H1 :  There is a significant difference in investment level for human capital improvement   
 between remittance recipients and non-recipient households.

H2:  Labour migration in remittance recipient households has led to a lack of Labour, which  
 has led to a decline in family’s involvement in farming and agriculture.

Literature Review

 As per the sixth edition of the Balance of Payments and International Investment Position 
Manual (BPM6), remittances establish an economic link between migrants and their families in 
their country of origin (Study et al., n.d.). The movement of individuals to other countries, whether 
temporary or permanent, facilitates the generation of income that is wholly or partially transferred 
back to the home economies through formal channels like recordable electronic systems or infor-
mal means, such as trusted friends carrying cash (Mashayekhi et al., 2013). Remittance categories 
include compensations of employees, workers' remittances, and migrants' transfers as defined by 
the balance of payment manual.

 Regarding the impact of remittances on the economic development of recipient countries, 
three influential theories need consideration. The Developmental Optimistic School, predominant 
in the 1950s and 1960s, posits that migration leads to North-South transfers of investment capital 

and exposure to liberal, rational, and democratic ideas, fostering development in recipient nations 
(Adenutsi, 2010). In contrast, the Developmental Pessimistic School emerged in the late 1960s, 
suggesting that migration and remittances may not lead to sustainable development. This perspec-
tive argues that the brain drain from developing countries results in a loss of human capital not 
compensated by remittance benefits (Beine et al., 2001; Acosta, 2011). Additionally, it contends 
that remittances may not be invested productively, potentially causing inflation, loss of competi-
tiveness, and increased imports, challenging the recipient's decisions and creating the possibility of 
the Dutch disease (Taylor, 1999; Chami et al., 2008; Imai et al., 2014).

 Furthermore, heightened openness is likely to foster greater integration between the 
remittance-receiving country and the global community, thereby amplifying imports (De Haas, 
2007). This integration may contribute to a cycle of growing dependency, as argued by De Haas 
(2007). The pessimistic school contends that remittances may lead to a decline in labour supply, 
with individuals substituting work-associated earnings for remittance income, potentially reducing 
the labour force (Chami et al., 2008). This substitution effect could result in individuals choosing 
leisure and alternative non-work-related activities over employment (Barajas et al., 2011; Imai et 
al., 2014). Another concern is the potential increase in corruption associated with remittances, as 
the influx of remittance income may make corrupt practices less costly for the government, 
leading to a rise in corruption levels (Abdih et al., 2008). In this perspective, remittances act as a 
buffer between the populace and the government, exacerbating issues related to moral hazards 
(Anaynwu & Erhijakpor, 2010). A third viewpoint, inspired by the Remittances Development 
Pluralists, offers a stance by acknowledging the limitations of both optimistic and pessimistic 
views. Developed in the 1980s and 1990s, the Developmental Pluralistic View rejects the idea that 
remittances strictly yield positive or negative outcomes in receiving countries, recognizing the 
complexity of the relationship between migration and development (De Haas, 2007; Adenutsi, 
2010). This pluralistic perspective highlights the need for new theories that consider various ways 
in which remittances may affect recipient economies, emphasizing the intricate nature of the 
migration-development nexus (Taylor, 1999). Unlike overarching theories, the pluralistic view 
asserts that the impact of remittances is context-dependent, and no single theory can universally 
explain all outcomes.

 Stark's (1985) delineated four distinct motivations for the transfer of remittances: pure 
altruism, pure self-interest, investment, and tempered altruism. The concept of pure altruism 
encapsulates the migrants' selfless concern for the well-being of their families, particularly in 
times of financial decline (Acharya, 2021). The researcher postulated that remittances under the 
auspices of pure altruism escalate during periods of familial destitution. Conversely, self-interest 
as a motivation entails migrants perceiving remittances as investments, thereby envisaging future 
returns upon their repatriation. The insurance motivation posits remittances as financial safety nets 
for both migrants and their families, effectively mitigating risks in both host and home countries 
(Lubambu, 2014). Investment theory posits that families dispatch migrants as a means to augment 
their overall income, thus considering remittances as dividends on their investment in the migrant, 
leading to an upsurge in remittances during periods of economic upturn. Brown (1997) highlights 
the propensity of migrants to amalgamate self-interest and altruism, primarily propelled by invest-
ment and asset accumulation motives, thereby illustrating a convoluted interplay of motivations in 
the realm of remittance behavior.

 Smith (1776) defined human capital as skills gained through experience, education, and 
training, which contribute to societal value. Valdero Gil (1970) found that remittances have a 
significant positive effect on health outcomes in Mexico, particularly for households without 
health insurance. Anten (2010) discovered that remittances have a substantial beneficial effect on 
the nutritional status of Ecuadorian children. Edwards and Ureta (2003) observed that remittances 
improve school retention in El Salvador more than other sources of income. Mansuri (2006) 
concluded that remittances positively affect human capital development and reduce gender-based 
education disparities in rural Pakistan. Acosta (2011) found that remittances decrease child labour 
and increase girls' school attendance in El Salvador. Hanushek (2013) argued that human capital is 
crucial for economic growth in developing nations. Koska et al. (2013) and Acharya and Gonzalez 
(2014) established significant correlations between remittances and human capital development in 
Egyptian and Nepalese children. Headey and Hoddinott (2015) attributed reduced childhood 
malnutrition in Nepal to migrant remittances. Bouoiyour et al. (2016) found that Moroccan house-
holds receiving remittances have increased school attendance. Binci and Giannelli (2018) conclud-
ed that remittances improve children's access to education and reduce child labour in Vietnam. 
These studies collectively highlight the important role of remittances in enhancing human capital 
and contributing to societal development.

 Agriculture is the main source of income in many developing countries, and low labour 
productivity is a major factor in the pervasive rural poverty (Geffersa, 2023). Lucas (1987) identi-
fied both the short- and long-term socioeconomic effects of migration and remittances, pointing 
out that remittance spending and investment eventually had beneficial results despite early nega-
tive effects on labour availability. Studies on migration to South Africa's mines found that 
although migration short-term decreased grain yields, remittance-driven investments eventually 
increased productivity and cattle accumulation, leading to greater salaries at home. Maharjan et al. 
(2013) discovered that migration reduced family labour at farms in Nepal's Western hills, but 
remittances alleviated capital constraints without affecting necessary farming inputs. On the other 
hand, Huy and Nonneman (2015) investigated how migration affected Vietnam's agricultural 
output and came to the conclusion that remittances made up for the loss of workers, encouraging 
greater investment and output in the sector. This demonstrates the complex ways that migration 
and remittances affect the dynamics of agriculture in developing nations. Limited research exists 
on the impact of remittances on household spending patterns in Nepal, particularly in Pokhara 
Metropolitan. Despite numerous studies on remittance effects globally, little attention has been 
given to Nepalese spending habits. Addressing gaps in the literature, it seeks to shed light on the 
consequences of remittances on spending patterns, providing insights into micro and macroeco-
nomic impacts not extensively covered in existing research.

Methods and Materials

 This study focuses on examining the social and economic consequences of remittance on 
house holds in Pokhara Metropolitan City. It analyzes the spending patterns of remittance-receiv-
ing and non-receiving families in various household activities. The study uses a descriptive cum 
comparative research design and collects data from respondents through questionnaires. It also 
employs a comparative research methodology to compare the spending pattern of remittance-re-
ceiving and non-receiving families. The core data for the study come from respondents' question-

naire responses. The study population consists of families in ward number 14 of the Pokhara 
Metropolitan city. A pilot survey was conducted to determine the sample size, with 15 percent of 
households receiving remittance and 85 percent not receiving remittance. The sample size for the 
study was determined using the formula for an infinite population sampling technique. A sample 
size of 200 houses was chosen for the multivariate analysis, with 100 samples from each group. 
Convenience and snowball sampling methods were used for sample selection. The study uses 
quantitative nature of data, from primary sources through structured questionnaire. Both descrip-
tive and inferential analysis have been used as analytical techniques. Descriptive analysis helps in 
summarizing data points to identify patterns. It is a crucial step in statistical data analysis. Inferen-
tial analysis generalizes sample results to the population. Descriptive statistical tools used in the 
study include frequency, percentage, mean, median, and standard deviation. Mean difference was 
used to analyze income and consumption data. Inferential statistical tools used are the chi-square 
test and independent samples t-test.

Research Framework and Definition of Variables

 The following framework has been developed for conducting the research's core theme. It 
demonstrates how the various variables are related to one another.

 

1. Remittance Income  The money and other assets sent to the households of migrants are  
    referred to as remittance income.

    The number of family members who work overseas determines  
    how much money a home receives in remittances. The number of  
    family members who work overseas also supports the independent  
    variable remittance.

1.2  Remittance Amount The remittance amount establishes the income of households that  
    consistently receive remittance revenue, which serves as the   
    primary funding source for household expenses.
    Remittance frequency also assesses how much money households  

    regularly get in remittances. Remittance frequency as a percentage  
    of annual household income indicates how much money a house 
    hold has to cover expenses.

2 Non- Remittance income Non-remittance income is the amount of money people earn   
    domestically or through businesses they run within a nation.
    Income of non- remittance receiving families depends on number  
    of domestic employment workers within a country.

    Heirlooms and family business generate income other then   
    employment and remittance for the family.

Dependent Variables

Results
 In particular, analysis of the data has been carried out per specific objectives, where 
patterns have been examined, evaluated, and conclusions are derived from them. Results have 
been chiefly presented as demographic data from study participants, descriptive statistics analysis, 
independent samples t-test results, and chi-square test findings that examined the influence of 
independent variables on dependent variables. 

 Table 2 shows the genders of the heads of the two research categories households that get 
remittances and those that do not. As per the data, more women-headed households with a mean 
age of 48 in families that received remittances, whereas more men-headed households with a mean 
age of 50 in families that did not get remittances. Due to male family members moving overseas 
for employment and other possibilities, there were more female household heads among the 
households who get remittances. 

Table 3
Independent Samples T-Test Between Remittance Receiving and Remittance Non- Receiving 
Households on Human Capital

Source: Field Survey, 2022 & SPSS output.

 The amount of money spent on human capital by families receiving remittances and those 
not receiving remittances were compared using independent samples t-tests. The test on health 
investment revealed variations in the scores that were statistically significant (t(df= 198)=14.01> 
critical value(1.96), p-value(0.000)< level of significance(0.05), with the mean score for remit-
tance-receiving families being higher (M=39,625, SD=20,267.949) than for remittance-non-re-

ceiving households (M=9,125, SD=7,943.42). The magnitude of the difference in the means 
(mean difference= 30,500.00) was significant. Similarly, the test for comparison of investment in 
education amongst the households showed significant differences (t (df= 179) =6.52, p=0.001) in 
the scores with the mean score for remittance-receiving families (M=93,136.36, SD= 42,920.72) 
which was higher than of remittance non receiving households (M= 55,483.87, SD= 34,474.82). 
The mean difference= 37,652.49 was significant as calculated t- value 6.52 > critical value (1.96) 
and p-value is less than level of significance i.e. (0.001<0.05). Hence, H1 is accepted, and the 
conclusion is drawn that the amount that both households invest in human capital through health 
and education differs significantly.

Table 4
 Remittance Receiving and Remittance Non- Receiving Households* Involvement in 
Agriculture Cross Tabulation, Chi-Square Test for Association Between Nature of Households 
and Involvement in Agriculture

Note: a. 0 cells (0.0%) have expected count less than 5. The minimum expected count is 41.50.
b. Computed only for a 2x2 table
c. *If P value (asymptotic significance) < 0.05, Correlation is significant.
Source: Field Survey, 2022 and SPSS output

 Table 4 shows that only 16 percent of the households receiving remittances are engaged in 
agriculture or farming, while 84% is not. Meanwhile, 67% of families that did not receive remit-
tances are engaged in farming and agriculture. A conclusion can be drawn that a higher proportion 
of households not getting remittances are engaged in farming and agriculture.
To test any association between the nature of households and involvement in agriculture and 
farming, a chi-square test was conducted which resulted in a significant association at a 5% 
significance level between the nature of households and involvement in agriculture and farming; 
[χ2(1,200)= 53.568, p-value 0.002<0.05] which supports second alternative hypothesis (H2) i.e. 
Labour migration for remittances has led to a lack of Labour, which has led to a decline in fami-
ly‘s involvement in farming and agriculture.

Discussion

 The primary objective of the study was to examine the socio-economic repercussions of 
remittances on households residing in Pokhara valley. To accomplish the overall purpose of the 
study, this main aim was further divided into two sub-aims. The initial objective of the study 
aimed to evaluate and compare the levels of investment in human capital, specifically in terms of 
health and education, between two categories of households: those receiving remittances and those 
not receiving remittances. To address the second objective and respond to the second research 
question, Hypothesis 2 (H2) was formulated.

 The first hypothesis asserts that there is a significant difference in the investment levels in 
health and education between the two types of households. The independent samples t-test 
indicates that households receiving remittances allocate a considerably higher amount of resources 
towards the healthcare and education of their family members compared to households that do not 
receive remittances. Moreover, a majority of remittance-receiving households opt for private 
hospitals for superior healthcare services and private schools for better education. On the other 
hand, households not receiving remittances rely on government or public hospitals for healthcare 
and send their children to government or public schools. The findings of this study align with 
numerous previous studies conducted on the same subject. Many studies emphasize the substantial 
variation in investment levels in human capital, with remittance-receiving families allocating 
higher expenditures towards the health and education of their family members compared to 
remittance-non-receiving families (Adams, 2006; Castaldo). Similarly, Mansuri (2006) showcased 
a significant positive impact of remittances on the accumulation of human capital in Pakistan. 

 Likewise, the second objective of this study was to investigate whether labour migration 
for remittances has resulted in a shortage of labour, subsequently leading to a decline in family 
engagement in farming and agriculture. The second hypothesis argues that there is indeed an 
association between the nature of households and their involvement in agriculture and farming, 
suggesting that labour migration for remittances has resulted in a decrease in labour availability 
and consequently reduced family participation in farming and agriculture. The chi-square test 
reveals the existence of an association between the nature of households (remittance receiving and 
remittance non-receiving) and their involvement in agriculture and farming. The NLSS-III (2011) 
study yielded similar findings to those of another study, indicating that emigration leading to a 
lack of workforce results in uncultivated land, decreased agricultural output, and the need to 
import food grains. Similarly, Maharjan et al. (2012) argue that the migration of a family member 
has resulted in a reduction in family labour input on farms in the Western hills of Nepal. However, 
Huy and Nonneman (2015) arrived at a contrasting conclusion in their survey, asserting that the 
migration of male family members actually led to a decrease in available male labour on the farm. 
This, in turn, led to an increase in female participation in farming and the potential utilization of 
remittances to address issues of food insecurity.

Conclusion and Implications

 The research's analyses and findings demonstrate that remittances from overseas have 
positive socio-economic ramifications on immigrant households. It can be inferred that remittance 

income has bolstered the purchasing power of recipient households, leading to an increase in their 
expenditure capacity. By this investigation, families receiving remittances allocate a greater 
portion of their resources to health and education services, which are regarded as investments in 
human capital in comparison to families not receiving remittances. The enhancement of the 
socio-economic status of recipient households has a significant positive impact. Nevertheless, the 
migration for the purpose of remittance has resulted in a decreased labour supply and increased 
reliance on remaining family members, negatively affecting involvement in agricultural activities. 
The study's narrow focus suggests that recipient households allocate more resources to household 
consumption and investment in human capital compared to families not receiving remittances. 
Further research is undoubtedly necessary to comprehensively examine and understand the 
socio-economic consequences of remittances on households, as the current analysis does not 
accurately portray the overall situation for the entire nation. Additionally, it was challenging to 
locate research on the motivation behind remittances during the investigation. Therefore, the 
motivation behind remittances may be a subject for further study and research.

 This investigation holds various implications for practitioners, academics, and policymak-
ers. It can be discussed as a basis for recommendations and areas of future research. As a develop-
ing country, Nepal heavily relies on remittances and subsistence farming. Due to the persistent 
underdevelopment of the industrial and production sectors, there has been an increase in imports 
and a decrease in exports. Despite the study asserting that remittances serve as a significant source 
of foreign exchange and are expanding in the national context, their primary use is to stabilize the 
balance of payments deficit rather than support capital development. Consequently, policymakers 
should formulate measures that can encourage remittance investments in the development of the 
domestic economy and national output, ultimately reducing import trends and balancing payment 
deficits shortly. Similar to how remittance income benefits society by elevating individual income 
and social status, it has had a profound impact on agricultural output. To utilize remittance funds 
to increase agricultural productivity and expand the industrial sector, the government should 
implement initiatives that support agricultural production, small domestic industries, and the 
creation of a robust market.

 THE CONTEMPORARY ERA of globalization witness-
es a significant expansion in migration, facilitating the flow of 
human capital among nations (Czaika & De Haas, 2014). This 
phenomenon, driven by remittances from migrant labour, trans-
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This research aims to evaluate the socio-economic implications of 
remittances on households in Pokhara Valley, Nepal by employ-
ing a positivist approach, empirical observation, quantitative 
analysis, and statistical methods through comparative research 
design and utilizes statistical tools such as chi-square tests and 
independent samples t-tests. Quantitative data are collected 
through structured questionnaires, enabling numerical insights 
into spending patterns, human capital investments, and agricul-
tural involvement for hypothesis testing. From the findings of this 
study households receiving remittances demonstrate higher 
investments in health and education, positively impacting their 
socio-economic status. However, migration for remittances has 
led to a decreased labour supply, negatively affecting agricultural 
involvement. The research concludes by emphasizing the need for 
further comprehensive research to elucidate the broader 
socio-economic consequences of remittances on households at the 
national level. The study holds implications for policymakers, 
urging measures to encourage remittance investments in domestic 
development. It recommends addressing import trends and 
balancing payment deficits by leveraging remittance funds. 
Additionally, the research suggests for initiatives supporting 
agricultural production, small industries, and market develop-
ment to utilize remittance funds for broader economic growth.. 
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 EMPOWERMENT OF WOMEN is an important issue for 
the development of the family and society. The sustainable devel-
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opment of the nation remains incomplete, keeping aside women in economic activities as they 
make up half of the total population. In the past, Nepalese women were confined to household 
activities including cooking, washing, cleaning, and caring the children. Gradually, they are 
stepping up to establish and run the enterprise which leads to their economic empowerment (Khan 
et al., 2017).

 Third-world feminist and women’s organizations raised the issue of women’s empower in 
1070s. The main goal of the movement was the equality of women through structural change in 
the social and political systems (United Nations, 2001). Different scholars defined women’s 
empowerment differently. However, the common notation of empowerment was established as 
competency development for making strategic choices and achieving the goal, whatever they 
attempt to succeed (Reddy, 2002).

 Empowering women economically is essential for their overall development. Entrepre-
neurship is the best way to achieve economic independence. Encouraging entrepreneurship and 
income-generating activities presents practical solutions for women's empowerment. Women gain 
the advantages of awareness-raising, education, knowledge, self-confidence, and technolo-
gy-friendly by engaging in income-generating activities through entrepreneurship (Sharma & 
Varma, 2008). Women’s entrepreneurship was viewed as a key vehicle for granting decision-mak-
ing power, self-dependency, and leadership opportunities (UNIFEM, 2000).

 Economic empowerment indicates equal participation in the existing market, access to 
decent work, controlling the productive resource, deciding the economic issues at all levels, from 
household to international forum, putting voice confidently, managing the time properly, and 
maintaining control over the bodies and meaningful participation in the economic decisions. 
Women’s economic empowerment and the reduction of the gender gap are crucial factors for the 
2030 agenda, and sustainable development (UN, 2020).

 In most societies, there exists a significant power disparity between men and women, with 
women having less control over resources and often receiving lower wages for their work. As a 
result, women's contributions to society often go unnoticed and undervalued, rendering them an 
"invisible" workforce. Unfortunately, these circumstances inevitably hinder women's ability to 
fully explore their potential, pursue growth and development, and achieve exceptional accomplish-
ments (Sharma & Varma, 2008).

 Gorkha is one of the developing districts situated in rural areas of Nepal, mostly with male 
dominance, which has systematically excluded women from equal participation in social activities. 
They were often marginalized and disadvantaged due to cultural norms, discriminatory practices, 
dependency on males, and lack of access to education, resources, and decision-making authority. 
Despite these challenges, there is a growing interest in entrepreneurship among women. 
Post-earthquake, over 30 organizations have been working to support women's entrepreneurship 
and empower them to overcome gender-based discrimination and gain economic independence. 
Through these efforts, rural women are moving towards greater empowerment and breaking down 
barriers to success (Womens, 2016). In this context, the primary aim of the study is to examine the 

forms the global economy and socio-cultural interdependence. Notably, migration from South 
Asia to developed countries has surged, a trend projected to endure. In Nepal, where the labour 
force comprises, 79.60 percent aged 15 to 64 (CEIC, 2021), 56 percent of households have the 
opportunity to receive remittances (NLSS-III, 2011), contributing almost 30 percent to the coun-
try's GDP (WBG, 2021). Remittance revenue is vital for Nepal's economic health, with receipts 
growing from 44.16 million US dollars in 1996 to 7795.56 million US dollars in 2020 (WBG, 
2021). Remittances, essential for developing nations, influence GDP expansion, impacting 
individual income, healthcare, and education (Alishani & Nushi, 2012). Migration-driven remit-
tances fueling economic growth, shaping socio-cultural ties, and enhancing individual welfare 
underscore the indispensable role of global migration in contemporary economies.

 Remittances, typically defined as a portion of a migrant's earnings sent to their country of 
origin, predominantly encompass financial transactions, although non-cash products are also 
considered (Pant, 2004). This term commonly denotes transfers made by migrant workers, yet it's 
crucial to recognize that refugees and migrants without the same legal status also contribute to 
remittances. The increasing flow of remittances from migrants addresses challenges in developing 
nations such as low employment, income rates, rising poverty, and unequal income distribution 
(Dhungana & Pandit, 2016). These financial inflows serve as a vital source of household income, 
alleviating poverty, elevating social standing, and facilitating economic stability. Remittances 
have evolved into a significant government funding source and a poverty eradication strategy, 
with substantial investments in trade and business, alongside conspicuous spending and durable 
goods (Edwards & Ureta; Acosta, 2011). Remittances, encompassing financial transactions from 
migrants, refugees, and those without legal status, play a pivotal role in alleviating poverty and 
fostering economic stability in developing nations.

 Globally, remittances totaled $605 billion, projected to rise by 4.2 percent to $630 billion 
by 2022 (WBG, 2021). Nepal, ranking top in South Asia and sixth globally, heavily relies on 
remittances, constituting 25 percent of its GDP (WBG, 2021). In the latest fiscal year, Nepal 
received NPR 699 billion (USD 6.56 billion) in remittances, representing over 25 percent of the 
country's GDP, marking the fourth-highest share worldwide (ADB, 2021). While remittances buoy 
the economy and elevate purchasing power, they also pose risks, such as the exodus of educated 
professionals seeking employment abroad, potentially resulting in a loss of valuable human 
resources developed with public investment.

 A growing number of Nepalese workers are departing the country in pursuit of employ-
ment abroad, driven by diminished job opportunities at home (Government of Nepal, 2022). The 
quantum of remittances is contingent on the country's conditions and the migrant count within a 
household, creating a reciprocal relationship between overseas job seekers and remittance inflow 
(Byanjanakar & Shakha, 2021). Economic stability prompts Nepalese labourers to seek opportuni-
ties abroad, prompted by recent violent conflicts and limited prospects domestically (Dahal, 2004). 
Migration and remittance patterns are prevalent in regions marked by political unrest, civil wars, 
economic downturns, low entrepreneurial investment, and economic slumps worldwide (Sirkeci et 
al., 2012). Remittance transfers to Nepal employ specific channels like SWIFT or demand drafts, 
with various established remittance providers such as International Money Express (IME), West-
ern Union, City Express, Himal Remit, Prabhu Remit, and Samsara Remit (WBG, 2021). The 

effect of women’s entrepreneurship on their empowerment in terms of decision-making authority, 
reduced dependency on males, increased income level, change in social perception, and employ-
ment generation in the Gorkha District, Nepal.
 

Literature Review

 Research has highlighted the importance of women's empowerment as the driving element 
for economic growth. It is also argued that increasing women's participation in entrepreneurship 
activities is crucial for developing countries to transform into developed countries. Such participa-
tion would help to utilize the human resources properly and generate income leading to improved 
quality of life as well (Singh & Gupta, 2013). Women’s entrepreneurship journey is viewed as a 
technique for getting rid of poverty and marching to equality. To bring Nepalese women into the 
main stream of the business sector, women’s empowerment is essential by providing leadership 
opportunities and participating in entrepreneurial networking systems (Bushell, 2008).

 Women’s entrepreneurship is now recognized as an essential driver of economic growth, 
innovation, and job creation. In addition, society has come to appreciate the unique perspective 
and innovative solutions that women entrepreneurs bring to the table were overlooked in the past 
and systematically denied the recognition they deserve (Sharma & Varma, 2008). Women entre-
preneurs are those women who are innovative, risk-takers, enjoy independence, seeking opportu-
nities for economic gain, and do not hesitate to take organizational and management responsibili-
ties (Timmons & Spinelli, 2009). Entrepreneurs can transform their ventures into new technolo-
gies, products, and markets. Independence and risk-taking qualities are essential for sustaining 
their enterprise from start-up to growth and expansion internationally (Chong & Teoh, 2007).

 Awareness is also increased about the significant barriers and challenges that women face 
in entrepreneurship, such as access to funding, mentorship, and networks. As a result, there is now 
more support and resources available for women entrepreneurs, including business incubators, 
accelerators, and grants. Previously, entrepreneurship was viewed as a male-dominated field, and 
women who entered the field faced numerous challenges and biases. However, with the increment 
of women entrepreneurs’ numbers and their success rate in business, social perception has shifted 
to a more positive and inclusive one (Ilie et al., 2021).

 The Landscape Study on Women Entrepreneurship found that women have achieved an 
improved status in their family after becoming financially independent. The study also revealed 
that most women tend to reinvest about 90% of their income into their families, i.e., into providing 
adequate nourishment for their families and educating their children, thereby contributing to better 
outcomes for their children and for future generations (EdelGive Foundation, 2020).

 After engaging in entrepreneurial ventures, it gives women both increased decision-mak-
ing authority and power. Women entrepreneurs can exercise more power in household decisions 
(Haugh & Talwar, 2016). Women-owned small enterprises have provided better distribution of 
resources and economic stability. They are playing an important role in creating employment 
opportunities and introducing innovation. They are also sources of inspiration for others. Small 

entrepreneurs are assumed as the means of entrepreneurship, economic development, and job 
creation (Taiwo et al., 2016)

 Women’s entrepreneurship contributes significantly to the social and economic well-being 
of the country. Banks and cooperatives provide financial support to women entrepreneurs, and 
their families encourage them in their business activities. Nepal has implemented policies to 
develop entrepreneurial skills among women, and vocational education and training programs 
have been launched to empower them (Khatri, 2022). Women’s status in Nepalese society has 
changed from time to time. Women have been regarded as a symbol of strength, knowledge, and 
wealth. Women’s economic empowerment and inclusive economic growth are fueled by girls’ and 
women’s educational attainment (Rijal, 2018).

 The Nepal government has taken some steps to encourage women's entrepreneurship, such 
as providing an easier procedure with a lower fee for registration. The Women's Entrepreneurship 
Development Fund has been serving with financial assistance and technical support to them. In 
addition to government services, several other organizations also provide support and resources to 
women entrepreneurs, such as training and networking opportunities, business development 
services, mentorship, and other services for their aspirations. By promoting women's entrepreneur-
ship in Gorkha, women empowered economically and became contributing members of the 
society to more inclusive economic growth in the region (Sapkota, 2020).

 Over time and because of the changes going on in the Gorkha district, young women are 
beginning increasingly involved in entrepreneurial activities and have started to be self-dependent. 
Women entrepreneurs’ contribution has increased to their immediate family budget and to the 
prosperity of the community. Women entrepreneurs are regarded as the most significant represen-
tatives of the financial growth of the country (Tambunan, 2009). Their role has been changed to 
the producers, owners, decision-makers, risk-takers, sellers, and innovators from households 
serving women. They also create employment opportunities and contribute to advancing the living 
standards of families. Nowadays, women use their potential and skills to supplement their family 
income. Women in Nepal, therefore, no longer need to wait for employment outside the home. 
They are capable starting their own venture and earning and improving their livelihood successful-
ly (Thapa Karki & Xheneti, 2018).

 The awareness of policymakers and planners has increased significantly towards women’s 
contribution to income generation and the effective performance of women’s activities. Nepali 
women are increasingly taking up entrepreneurial ventures, particularly in sectors such as agricul-
ture, tourism, and handicrafts (Rijal, 2018).

 The past evidence from the different countries shows that women's entrepreneurship is the 
means of women's empowerment in terms of social status improvement, wider networking, better 
education, and a better future (Khatri, 2022; Ilie et al., 2021; EdelGive Foundation, 2020; Rijal, 
2018; Sharma & Varma, 2008), and the emergence of women in self-employment and income 
generation through the establishment of their own enterprises is increasing (Womens, 2016). 
However, there is a lack of sufficient studies to verify the situation in the rural communities of 

Nepal. Therefore, the study on women's empowerment through entrepreneurship in Gorkha 
District is essential.

 The study variables are based on the literature review. The dependent variable is women’s 
empowerment (accessibility of better health service, education opportunity, getting chance of 
leadership role and improvement on the confidence level). The independent variable is women 
empowerment that comprises the increase in income level of women, a change in social percep-
tion, reduction independency on male, employment generation, decision-making authority. The 
following framework shows the how independent variables affect the successful utilization of 
entrepreneurship development.

Figure 1
Conceptual framework

Based on the objectives of the study, theoretical and empirical literature review of the study 
following hypothesis are developed.
H01: There is significant relationship between increase in income level of women and women 
empowerment.
H02: There is significant relationship between change in social perception and women empower-
ment.
H03: There is significant relationship between reduced women dependency and women empower-
ment.
H04: There is significant relationship between self-employment and women empowerment.
H05: There is significant relationship between increase in decision making role and women 
empowerment.

Methods
 The research was descriptive and explanatory in nature. It was conducted in Gorkha 
district, Nepal, mainly in Gorkha Bazaar, Dandidana, 12 Kilo, Chatturkhola, Palungtaar, Chepetar, 
Vachhek Bazaar, and Aarughaat. The study was based on the women empowerment through 
entrepreneurship in Gorkha. So, 150 women entrepreneurs were purposively selected as a sample 
respondent. This research was based on the primary survey. The data was collected by formulating 
a set of research-administered questionnaires that were distributed to women entrepreneurs in the 
study area. The questionnaire includes Section A with demographic information about the respon-
dents like age, marital status, income level, education, etc. and section B with a five-point Likert 
scale (Strongly Disagree-1, Disagree-2, Neutral-3, Agree-4, Strongly Agree-5) with statements 
related to independent and dependent variables. The researchers used both descriptive as well as 
inferential statistics for data analysis. Descriptive statistics such as frequency percentage distribu-
tion were used to measure the characteristics of the respondents; exploratory factor analysis (EFA) 
was used to extract specific items from the dataset that are associated with each construct and 
partial least squares structural equation modeling (PLS-SEM) was used to measure the relation-
ship between independent variables and dependent variables.

Results and Discussion

1 Demographic Status of Women Entrepreneurship
 Age, eduction, marital status, family structure and income level of respondents is analyzed 
as shown in table 1.
Table 1
Socio-Demographic Profile

 Table 1 gives the insights into the demographic characteristics of the study population. 
The age group category illustrates a diverse age distribution, with the majority falling within the 
21-30 and 31-40 age ranges, representing 38.7% and 40% of the sample, respectively. In terms of 
education, the data reveals a relatively high level of education, with 46.7% having completed their 
10+2 and 12.7% being graduates. However, a notable portion (39.3%) has a high school education 
or lower. Marital status shows that a substantial majority (79.3%) are married, while family 
structure highlights a prevalence of nuclear families (73.3%). Monthly family income demon-
strates a wide range, with the largest group earning between 20000-30000 (29.3%) and a signifi-
cant proportion (26.7%) earning above 50000.

2 Exploratory Factor Analysis (EFA)

 In this study, total 28 items were used to measure the independent and dependent 
variables. Income level includes four items – IL1, IL2, IL3, and IL4, social perception includes 
five items – SP1, SP2, SP3, SP4, and SP5, reduced dependency includes four items – RD1, RD2, 
RD3, and RD4, employment gereration includes four items – EG1, EG2, EG3, and EG4, decision 
making includes five items – DM1, DM2, DM3, DM4, and DM5 and women empowerment 
includes six items – WE1, WE2, WE3, WE4, WE5, and WE6. EFA was run independently for 
each construct. The results of EFA is given in Table 2.
Table 2.

 Table 2 shows the summary of result of EFA for all six constructs used in this study. The 
KMO value assesses the suitability of data for factor analysis. In your analysis, all KMO values 
are above 0.5, which suggests that your data is suitable for EFA. Similarly, Bartlett's Test assesses 
whether the correlations among the variables are significantly different from an identity matrix. As 
per the analysis result, all p-values are very close to 0, which indicates that the data is appropriate 
for EFA. Furthermore, the items column indicates which specific items from the dataset are 
associated with each construct after EFA and % of variance explained shows the variance in the 
data explained by the underlying factor. Income Level includes four items (IL1, IL2, IL3, and IL4) 
and it explains 51.03 % of variance. Likewise, change in social perception includes three items 
(SP1, SP2, and SP3) and explains 56 % of variance, reduced dependency includes three items 
(RD1, RD2, and RD3) and explains 57.33 % of variance, employment generation includes three 

items (EG1, EG2, and EG4) and explains 60.15 % of variance, decision making includes four 
items (DM1, DM2, DM3, and DM4) and explains 51.79 % of variance, and women empowerment 
includes three items (WE3, WE5, and WE6) and explains 62.23 % of variance.

4.3 Structural Equation Modeling
 
 After EFA, the researchers used partial least square – structural equation modeling 
(PLS-SEM) to see the relationship between independent variables and dependent variable. This 
includes two model – Measurement Model and Structural Model. In measurement model, it was 
checked the reliability and the validity of the construct. After assessing the reliability and validity 
of the contruct, structural model was run.

3.1 Assessment of Constructs’ Reliability and Validity

 Reliabilty was checked using Cronbach’s alpha and composite reliability, convergent 
validity was assessed using Average Variance Extracted (AVE) and discriminant validity was 
assessed using Fornell and Lacker’s criteria, and HTMT ratio.

 Table 3 presents the result of construct reliability and convergent validity. Here Cron-
bach's Alpha and Composite Reliability are used to measure the construct reliability and AVE is 
used to assess the convergent validity. Table reveals that all the Cronbach’s alpha values are above 
0.60 and range between 0.601 and 0.713. Similarly, all composite reliability values are above 0.70 
and ranging from 0.790 to 0.840. This indicates that the constructs are highly reliable. Further-
more, AVE values in the range of 0.487 to 0.636 also affirm the convergent validity.
Table 4 

 Table 4 presents the result of Fornell and Larcker's criteria used to assess discriminant 
validity. The diagonal values represent the square root of the Average Variance Extracted (AVE) 
and other values represent the correlation coefficeint between the constructs. Here, the square root 
of the AVE for SP is 0.748, DM is 0.715, EG is 0.797, IL is 0.707, RD is 0.698, and WE is 0.783, 
which are greater than its correlations with other constructs, it satisfies the criteria for discriminant 
validity.

 Table 5 presents the result of Heterotrait-Monotrait (HTMT) ratios, used to measure 
discriminant validity. Here all the values are less than 0.85, which suggests that these constructs 
(SP, DM, EG, IL, RD, WE) exhibit satisfactory discriminant validity.

3.2 Structural Model

 After confirmation of reliability and validity of the constucts, path analysis was 
performed. Figure 2 depicts the path diagram and Table 6 exihibits the result of path analysis.
Figure 2 
Path Diagram

 
 Table 6 shows the results of the path analysis that show the relationships between various 
independent variables (Change in Social Perception, Decision Making, Employment Generation, 
Income Level, Reduced Dependency) and their impact on the dependent variable Women Empow-
erment. In this analysis, decision making (beta = 0.227, t-stat = 3.011 and p-value = 0.003), 
employment generation (beta = 0.293, t-stat = 3.299 and p-value = 0.001), and income level (beta 
= 0.271, t-stat = 2.472 and p-value = 0.013) have statistically significant and positive effects on 
women empowerment. This suggests that improvements in Decision Making, Employment 
Generation, and Income Level are associated with increased Women Empowerment. However, 
change in social perception and reduced dependency is not statistically significant and does not 
appear to influence Women Empowerment significantly. 

Conclusion

 This study provides insights into which factors have a substantial impact on Women 
Empowerment through entrepreneurship in Gorkha district, Nepal. The study considered women's 
empowerment as the dependent variable, while income level, social perception, reduced depen-
dency on male, employment creation, and decision-making authority were used as independent 
variables. Based on the study's results, it can be concluded that women entrepreneurship through 
change in income level, employment creation, and improvement in decision-making has a positive 
and significant impact on women's empowerment. This indicates that increased income, self-em-
ployment, and decision-making power contribute to women's empowerment in society. While 
change in social perception and reduced dependency on male have no significant association with 
women empowerment. This research not only provides valuable insights for policymakers and 
practitioners but also reinforces the requirement of supporting women's entrepreneurship to 
promote women’s empowerment.

traditional "Hundi" practice of informal money transfers persists in Nepalese society. The global 
economic impact of the Covid-19 outbreak has disproportionately affected Nepalese migrant 
workers, especially those in tourism, hospitality, and construction, leading to financial crises for 
many (Study et al., n.d.). The post-pandemic repercussions continue to impact Nepal's economy.

 Pokhara, the second-largest valley in Nepal's hilly region, situated in the Western part and 
part of the Gandaki Province, boasts cultural diversity with Gurungs, Brahmins & Kshetris, 
Newars, Thakalis, Magar, and other occupational castes. Gurungs dominate the city, particularly 
in-migrant communities, making Pokhara the leading remittance recipient (WBG, 2021). Many 
Pokhara residents migrate globally for employment, notably to Hong Kong, Malaysia, Australia, 
America, Japan, Korea, Canada, Saudi, Dubai, Qatar, and India. The impact of remittance flows in 
Pokhara sparks a longstanding debate, with studies suggesting both positive effects on livelihoods 
and negative consequences on agriculture. Given Nepal's significant remittance reception, studies 
on its social and economic implications, especially on migrant households, are imperative. This 
study proposes to scrutinize remittance-receiving and non-receiving families in Pokhara, compar-
ing their consumption patterns, human capital investments, and agricultural involvement. The 
research objectives of this study are to analyze the social and economic consequences of remit-
tance on households in Pokhara Valley by accessing and comparing the level of investment for 
human capital improvement between remittance-receiving and remittance-non-receiving house-
holds and to identify if Labour migration in remittance recipient households has led to a lack of 
Labour, which has led to a decline in family’s involvement in farming and agriculture?

Hypotheses
The following hypotheses have been used to validate the test.

H1 :  There is a significant difference in investment level for human capital improvement   
 between remittance recipients and non-recipient households.

H2:  Labour migration in remittance recipient households has led to a lack of Labour, which  
 has led to a decline in family’s involvement in farming and agriculture.

Literature Review

 As per the sixth edition of the Balance of Payments and International Investment Position 
Manual (BPM6), remittances establish an economic link between migrants and their families in 
their country of origin (Study et al., n.d.). The movement of individuals to other countries, whether 
temporary or permanent, facilitates the generation of income that is wholly or partially transferred 
back to the home economies through formal channels like recordable electronic systems or infor-
mal means, such as trusted friends carrying cash (Mashayekhi et al., 2013). Remittance categories 
include compensations of employees, workers' remittances, and migrants' transfers as defined by 
the balance of payment manual.

 Regarding the impact of remittances on the economic development of recipient countries, 
three influential theories need consideration. The Developmental Optimistic School, predominant 
in the 1950s and 1960s, posits that migration leads to North-South transfers of investment capital 

and exposure to liberal, rational, and democratic ideas, fostering development in recipient nations 
(Adenutsi, 2010). In contrast, the Developmental Pessimistic School emerged in the late 1960s, 
suggesting that migration and remittances may not lead to sustainable development. This perspec-
tive argues that the brain drain from developing countries results in a loss of human capital not 
compensated by remittance benefits (Beine et al., 2001; Acosta, 2011). Additionally, it contends 
that remittances may not be invested productively, potentially causing inflation, loss of competi-
tiveness, and increased imports, challenging the recipient's decisions and creating the possibility of 
the Dutch disease (Taylor, 1999; Chami et al., 2008; Imai et al., 2014).

 Furthermore, heightened openness is likely to foster greater integration between the 
remittance-receiving country and the global community, thereby amplifying imports (De Haas, 
2007). This integration may contribute to a cycle of growing dependency, as argued by De Haas 
(2007). The pessimistic school contends that remittances may lead to a decline in labour supply, 
with individuals substituting work-associated earnings for remittance income, potentially reducing 
the labour force (Chami et al., 2008). This substitution effect could result in individuals choosing 
leisure and alternative non-work-related activities over employment (Barajas et al., 2011; Imai et 
al., 2014). Another concern is the potential increase in corruption associated with remittances, as 
the influx of remittance income may make corrupt practices less costly for the government, 
leading to a rise in corruption levels (Abdih et al., 2008). In this perspective, remittances act as a 
buffer between the populace and the government, exacerbating issues related to moral hazards 
(Anaynwu & Erhijakpor, 2010). A third viewpoint, inspired by the Remittances Development 
Pluralists, offers a stance by acknowledging the limitations of both optimistic and pessimistic 
views. Developed in the 1980s and 1990s, the Developmental Pluralistic View rejects the idea that 
remittances strictly yield positive or negative outcomes in receiving countries, recognizing the 
complexity of the relationship between migration and development (De Haas, 2007; Adenutsi, 
2010). This pluralistic perspective highlights the need for new theories that consider various ways 
in which remittances may affect recipient economies, emphasizing the intricate nature of the 
migration-development nexus (Taylor, 1999). Unlike overarching theories, the pluralistic view 
asserts that the impact of remittances is context-dependent, and no single theory can universally 
explain all outcomes.

 Stark's (1985) delineated four distinct motivations for the transfer of remittances: pure 
altruism, pure self-interest, investment, and tempered altruism. The concept of pure altruism 
encapsulates the migrants' selfless concern for the well-being of their families, particularly in 
times of financial decline (Acharya, 2021). The researcher postulated that remittances under the 
auspices of pure altruism escalate during periods of familial destitution. Conversely, self-interest 
as a motivation entails migrants perceiving remittances as investments, thereby envisaging future 
returns upon their repatriation. The insurance motivation posits remittances as financial safety nets 
for both migrants and their families, effectively mitigating risks in both host and home countries 
(Lubambu, 2014). Investment theory posits that families dispatch migrants as a means to augment 
their overall income, thus considering remittances as dividends on their investment in the migrant, 
leading to an upsurge in remittances during periods of economic upturn. Brown (1997) highlights 
the propensity of migrants to amalgamate self-interest and altruism, primarily propelled by invest-
ment and asset accumulation motives, thereby illustrating a convoluted interplay of motivations in 
the realm of remittance behavior.

 Smith (1776) defined human capital as skills gained through experience, education, and 
training, which contribute to societal value. Valdero Gil (1970) found that remittances have a 
significant positive effect on health outcomes in Mexico, particularly for households without 
health insurance. Anten (2010) discovered that remittances have a substantial beneficial effect on 
the nutritional status of Ecuadorian children. Edwards and Ureta (2003) observed that remittances 
improve school retention in El Salvador more than other sources of income. Mansuri (2006) 
concluded that remittances positively affect human capital development and reduce gender-based 
education disparities in rural Pakistan. Acosta (2011) found that remittances decrease child labour 
and increase girls' school attendance in El Salvador. Hanushek (2013) argued that human capital is 
crucial for economic growth in developing nations. Koska et al. (2013) and Acharya and Gonzalez 
(2014) established significant correlations between remittances and human capital development in 
Egyptian and Nepalese children. Headey and Hoddinott (2015) attributed reduced childhood 
malnutrition in Nepal to migrant remittances. Bouoiyour et al. (2016) found that Moroccan house-
holds receiving remittances have increased school attendance. Binci and Giannelli (2018) conclud-
ed that remittances improve children's access to education and reduce child labour in Vietnam. 
These studies collectively highlight the important role of remittances in enhancing human capital 
and contributing to societal development.

 Agriculture is the main source of income in many developing countries, and low labour 
productivity is a major factor in the pervasive rural poverty (Geffersa, 2023). Lucas (1987) identi-
fied both the short- and long-term socioeconomic effects of migration and remittances, pointing 
out that remittance spending and investment eventually had beneficial results despite early nega-
tive effects on labour availability. Studies on migration to South Africa's mines found that 
although migration short-term decreased grain yields, remittance-driven investments eventually 
increased productivity and cattle accumulation, leading to greater salaries at home. Maharjan et al. 
(2013) discovered that migration reduced family labour at farms in Nepal's Western hills, but 
remittances alleviated capital constraints without affecting necessary farming inputs. On the other 
hand, Huy and Nonneman (2015) investigated how migration affected Vietnam's agricultural 
output and came to the conclusion that remittances made up for the loss of workers, encouraging 
greater investment and output in the sector. This demonstrates the complex ways that migration 
and remittances affect the dynamics of agriculture in developing nations. Limited research exists 
on the impact of remittances on household spending patterns in Nepal, particularly in Pokhara 
Metropolitan. Despite numerous studies on remittance effects globally, little attention has been 
given to Nepalese spending habits. Addressing gaps in the literature, it seeks to shed light on the 
consequences of remittances on spending patterns, providing insights into micro and macroeco-
nomic impacts not extensively covered in existing research.

Methods and Materials

 This study focuses on examining the social and economic consequences of remittance on 
house holds in Pokhara Metropolitan City. It analyzes the spending patterns of remittance-receiv-
ing and non-receiving families in various household activities. The study uses a descriptive cum 
comparative research design and collects data from respondents through questionnaires. It also 
employs a comparative research methodology to compare the spending pattern of remittance-re-
ceiving and non-receiving families. The core data for the study come from respondents' question-

naire responses. The study population consists of families in ward number 14 of the Pokhara 
Metropolitan city. A pilot survey was conducted to determine the sample size, with 15 percent of 
households receiving remittance and 85 percent not receiving remittance. The sample size for the 
study was determined using the formula for an infinite population sampling technique. A sample 
size of 200 houses was chosen for the multivariate analysis, with 100 samples from each group. 
Convenience and snowball sampling methods were used for sample selection. The study uses 
quantitative nature of data, from primary sources through structured questionnaire. Both descrip-
tive and inferential analysis have been used as analytical techniques. Descriptive analysis helps in 
summarizing data points to identify patterns. It is a crucial step in statistical data analysis. Inferen-
tial analysis generalizes sample results to the population. Descriptive statistical tools used in the 
study include frequency, percentage, mean, median, and standard deviation. Mean difference was 
used to analyze income and consumption data. Inferential statistical tools used are the chi-square 
test and independent samples t-test.

Research Framework and Definition of Variables

 The following framework has been developed for conducting the research's core theme. It 
demonstrates how the various variables are related to one another.

 

1. Remittance Income  The money and other assets sent to the households of migrants are  
    referred to as remittance income.

    The number of family members who work overseas determines  
    how much money a home receives in remittances. The number of  
    family members who work overseas also supports the independent  
    variable remittance.

1.2  Remittance Amount The remittance amount establishes the income of households that  
    consistently receive remittance revenue, which serves as the   
    primary funding source for household expenses.
    Remittance frequency also assesses how much money households  

    regularly get in remittances. Remittance frequency as a percentage  
    of annual household income indicates how much money a house 
    hold has to cover expenses.

2 Non- Remittance income Non-remittance income is the amount of money people earn   
    domestically or through businesses they run within a nation.
    Income of non- remittance receiving families depends on number  
    of domestic employment workers within a country.

    Heirlooms and family business generate income other then   
    employment and remittance for the family.

Dependent Variables

Results
 In particular, analysis of the data has been carried out per specific objectives, where 
patterns have been examined, evaluated, and conclusions are derived from them. Results have 
been chiefly presented as demographic data from study participants, descriptive statistics analysis, 
independent samples t-test results, and chi-square test findings that examined the influence of 
independent variables on dependent variables. 

 Table 2 shows the genders of the heads of the two research categories households that get 
remittances and those that do not. As per the data, more women-headed households with a mean 
age of 48 in families that received remittances, whereas more men-headed households with a mean 
age of 50 in families that did not get remittances. Due to male family members moving overseas 
for employment and other possibilities, there were more female household heads among the 
households who get remittances. 

Table 3
Independent Samples T-Test Between Remittance Receiving and Remittance Non- Receiving 
Households on Human Capital

Source: Field Survey, 2022 & SPSS output.

 The amount of money spent on human capital by families receiving remittances and those 
not receiving remittances were compared using independent samples t-tests. The test on health 
investment revealed variations in the scores that were statistically significant (t(df= 198)=14.01> 
critical value(1.96), p-value(0.000)< level of significance(0.05), with the mean score for remit-
tance-receiving families being higher (M=39,625, SD=20,267.949) than for remittance-non-re-

ceiving households (M=9,125, SD=7,943.42). The magnitude of the difference in the means 
(mean difference= 30,500.00) was significant. Similarly, the test for comparison of investment in 
education amongst the households showed significant differences (t (df= 179) =6.52, p=0.001) in 
the scores with the mean score for remittance-receiving families (M=93,136.36, SD= 42,920.72) 
which was higher than of remittance non receiving households (M= 55,483.87, SD= 34,474.82). 
The mean difference= 37,652.49 was significant as calculated t- value 6.52 > critical value (1.96) 
and p-value is less than level of significance i.e. (0.001<0.05). Hence, H1 is accepted, and the 
conclusion is drawn that the amount that both households invest in human capital through health 
and education differs significantly.

Table 4
 Remittance Receiving and Remittance Non- Receiving Households* Involvement in 
Agriculture Cross Tabulation, Chi-Square Test for Association Between Nature of Households 
and Involvement in Agriculture

Note: a. 0 cells (0.0%) have expected count less than 5. The minimum expected count is 41.50.
b. Computed only for a 2x2 table
c. *If P value (asymptotic significance) < 0.05, Correlation is significant.
Source: Field Survey, 2022 and SPSS output

 Table 4 shows that only 16 percent of the households receiving remittances are engaged in 
agriculture or farming, while 84% is not. Meanwhile, 67% of families that did not receive remit-
tances are engaged in farming and agriculture. A conclusion can be drawn that a higher proportion 
of households not getting remittances are engaged in farming and agriculture.
To test any association between the nature of households and involvement in agriculture and 
farming, a chi-square test was conducted which resulted in a significant association at a 5% 
significance level between the nature of households and involvement in agriculture and farming; 
[χ2(1,200)= 53.568, p-value 0.002<0.05] which supports second alternative hypothesis (H2) i.e. 
Labour migration for remittances has led to a lack of Labour, which has led to a decline in fami-
ly‘s involvement in farming and agriculture.

Discussion

 The primary objective of the study was to examine the socio-economic repercussions of 
remittances on households residing in Pokhara valley. To accomplish the overall purpose of the 
study, this main aim was further divided into two sub-aims. The initial objective of the study 
aimed to evaluate and compare the levels of investment in human capital, specifically in terms of 
health and education, between two categories of households: those receiving remittances and those 
not receiving remittances. To address the second objective and respond to the second research 
question, Hypothesis 2 (H2) was formulated.

 The first hypothesis asserts that there is a significant difference in the investment levels in 
health and education between the two types of households. The independent samples t-test 
indicates that households receiving remittances allocate a considerably higher amount of resources 
towards the healthcare and education of their family members compared to households that do not 
receive remittances. Moreover, a majority of remittance-receiving households opt for private 
hospitals for superior healthcare services and private schools for better education. On the other 
hand, households not receiving remittances rely on government or public hospitals for healthcare 
and send their children to government or public schools. The findings of this study align with 
numerous previous studies conducted on the same subject. Many studies emphasize the substantial 
variation in investment levels in human capital, with remittance-receiving families allocating 
higher expenditures towards the health and education of their family members compared to 
remittance-non-receiving families (Adams, 2006; Castaldo). Similarly, Mansuri (2006) showcased 
a significant positive impact of remittances on the accumulation of human capital in Pakistan. 

 Likewise, the second objective of this study was to investigate whether labour migration 
for remittances has resulted in a shortage of labour, subsequently leading to a decline in family 
engagement in farming and agriculture. The second hypothesis argues that there is indeed an 
association between the nature of households and their involvement in agriculture and farming, 
suggesting that labour migration for remittances has resulted in a decrease in labour availability 
and consequently reduced family participation in farming and agriculture. The chi-square test 
reveals the existence of an association between the nature of households (remittance receiving and 
remittance non-receiving) and their involvement in agriculture and farming. The NLSS-III (2011) 
study yielded similar findings to those of another study, indicating that emigration leading to a 
lack of workforce results in uncultivated land, decreased agricultural output, and the need to 
import food grains. Similarly, Maharjan et al. (2012) argue that the migration of a family member 
has resulted in a reduction in family labour input on farms in the Western hills of Nepal. However, 
Huy and Nonneman (2015) arrived at a contrasting conclusion in their survey, asserting that the 
migration of male family members actually led to a decrease in available male labour on the farm. 
This, in turn, led to an increase in female participation in farming and the potential utilization of 
remittances to address issues of food insecurity.

Conclusion and Implications

 The research's analyses and findings demonstrate that remittances from overseas have 
positive socio-economic ramifications on immigrant households. It can be inferred that remittance 

income has bolstered the purchasing power of recipient households, leading to an increase in their 
expenditure capacity. By this investigation, families receiving remittances allocate a greater 
portion of their resources to health and education services, which are regarded as investments in 
human capital in comparison to families not receiving remittances. The enhancement of the 
socio-economic status of recipient households has a significant positive impact. Nevertheless, the 
migration for the purpose of remittance has resulted in a decreased labour supply and increased 
reliance on remaining family members, negatively affecting involvement in agricultural activities. 
The study's narrow focus suggests that recipient households allocate more resources to household 
consumption and investment in human capital compared to families not receiving remittances. 
Further research is undoubtedly necessary to comprehensively examine and understand the 
socio-economic consequences of remittances on households, as the current analysis does not 
accurately portray the overall situation for the entire nation. Additionally, it was challenging to 
locate research on the motivation behind remittances during the investigation. Therefore, the 
motivation behind remittances may be a subject for further study and research.

 This investigation holds various implications for practitioners, academics, and policymak-
ers. It can be discussed as a basis for recommendations and areas of future research. As a develop-
ing country, Nepal heavily relies on remittances and subsistence farming. Due to the persistent 
underdevelopment of the industrial and production sectors, there has been an increase in imports 
and a decrease in exports. Despite the study asserting that remittances serve as a significant source 
of foreign exchange and are expanding in the national context, their primary use is to stabilize the 
balance of payments deficit rather than support capital development. Consequently, policymakers 
should formulate measures that can encourage remittance investments in the development of the 
domestic economy and national output, ultimately reducing import trends and balancing payment 
deficits shortly. Similar to how remittance income benefits society by elevating individual income 
and social status, it has had a profound impact on agricultural output. To utilize remittance funds 
to increase agricultural productivity and expand the industrial sector, the government should 
implement initiatives that support agricultural production, small domestic industries, and the 
creation of a robust market.

 THE CONTEMPORARY ERA of globalization witness-
es a significant expansion in migration, facilitating the flow of 
human capital among nations (Czaika & De Haas, 2014). This 
phenomenon, driven by remittances from migrant labour, trans-

 EMPOWERMENT OF WOMEN is an important issue for 
the development of the family and society. The sustainable devel-
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opment of the nation remains incomplete, keeping aside women in economic activities as they 
make up half of the total population. In the past, Nepalese women were confined to household 
activities including cooking, washing, cleaning, and caring the children. Gradually, they are 
stepping up to establish and run the enterprise which leads to their economic empowerment (Khan 
et al., 2017).

 Third-world feminist and women’s organizations raised the issue of women’s empower in 
1070s. The main goal of the movement was the equality of women through structural change in 
the social and political systems (United Nations, 2001). Different scholars defined women’s 
empowerment differently. However, the common notation of empowerment was established as 
competency development for making strategic choices and achieving the goal, whatever they 
attempt to succeed (Reddy, 2002).

 Empowering women economically is essential for their overall development. Entrepre-
neurship is the best way to achieve economic independence. Encouraging entrepreneurship and 
income-generating activities presents practical solutions for women's empowerment. Women gain 
the advantages of awareness-raising, education, knowledge, self-confidence, and technolo-
gy-friendly by engaging in income-generating activities through entrepreneurship (Sharma & 
Varma, 2008). Women’s entrepreneurship was viewed as a key vehicle for granting decision-mak-
ing power, self-dependency, and leadership opportunities (UNIFEM, 2000).

 Economic empowerment indicates equal participation in the existing market, access to 
decent work, controlling the productive resource, deciding the economic issues at all levels, from 
household to international forum, putting voice confidently, managing the time properly, and 
maintaining control over the bodies and meaningful participation in the economic decisions. 
Women’s economic empowerment and the reduction of the gender gap are crucial factors for the 
2030 agenda, and sustainable development (UN, 2020).

 In most societies, there exists a significant power disparity between men and women, with 
women having less control over resources and often receiving lower wages for their work. As a 
result, women's contributions to society often go unnoticed and undervalued, rendering them an 
"invisible" workforce. Unfortunately, these circumstances inevitably hinder women's ability to 
fully explore their potential, pursue growth and development, and achieve exceptional accomplish-
ments (Sharma & Varma, 2008).

 Gorkha is one of the developing districts situated in rural areas of Nepal, mostly with male 
dominance, which has systematically excluded women from equal participation in social activities. 
They were often marginalized and disadvantaged due to cultural norms, discriminatory practices, 
dependency on males, and lack of access to education, resources, and decision-making authority. 
Despite these challenges, there is a growing interest in entrepreneurship among women. 
Post-earthquake, over 30 organizations have been working to support women's entrepreneurship 
and empower them to overcome gender-based discrimination and gain economic independence. 
Through these efforts, rural women are moving towards greater empowerment and breaking down 
barriers to success (Womens, 2016). In this context, the primary aim of the study is to examine the 

forms the global economy and socio-cultural interdependence. Notably, migration from South 
Asia to developed countries has surged, a trend projected to endure. In Nepal, where the labour 
force comprises, 79.60 percent aged 15 to 64 (CEIC, 2021), 56 percent of households have the 
opportunity to receive remittances (NLSS-III, 2011), contributing almost 30 percent to the coun-
try's GDP (WBG, 2021). Remittance revenue is vital for Nepal's economic health, with receipts 
growing from 44.16 million US dollars in 1996 to 7795.56 million US dollars in 2020 (WBG, 
2021). Remittances, essential for developing nations, influence GDP expansion, impacting 
individual income, healthcare, and education (Alishani & Nushi, 2012). Migration-driven remit-
tances fueling economic growth, shaping socio-cultural ties, and enhancing individual welfare 
underscore the indispensable role of global migration in contemporary economies.

 Remittances, typically defined as a portion of a migrant's earnings sent to their country of 
origin, predominantly encompass financial transactions, although non-cash products are also 
considered (Pant, 2004). This term commonly denotes transfers made by migrant workers, yet it's 
crucial to recognize that refugees and migrants without the same legal status also contribute to 
remittances. The increasing flow of remittances from migrants addresses challenges in developing 
nations such as low employment, income rates, rising poverty, and unequal income distribution 
(Dhungana & Pandit, 2016). These financial inflows serve as a vital source of household income, 
alleviating poverty, elevating social standing, and facilitating economic stability. Remittances 
have evolved into a significant government funding source and a poverty eradication strategy, 
with substantial investments in trade and business, alongside conspicuous spending and durable 
goods (Edwards & Ureta; Acosta, 2011). Remittances, encompassing financial transactions from 
migrants, refugees, and those without legal status, play a pivotal role in alleviating poverty and 
fostering economic stability in developing nations.

 Globally, remittances totaled $605 billion, projected to rise by 4.2 percent to $630 billion 
by 2022 (WBG, 2021). Nepal, ranking top in South Asia and sixth globally, heavily relies on 
remittances, constituting 25 percent of its GDP (WBG, 2021). In the latest fiscal year, Nepal 
received NPR 699 billion (USD 6.56 billion) in remittances, representing over 25 percent of the 
country's GDP, marking the fourth-highest share worldwide (ADB, 2021). While remittances buoy 
the economy and elevate purchasing power, they also pose risks, such as the exodus of educated 
professionals seeking employment abroad, potentially resulting in a loss of valuable human 
resources developed with public investment.

 A growing number of Nepalese workers are departing the country in pursuit of employ-
ment abroad, driven by diminished job opportunities at home (Government of Nepal, 2022). The 
quantum of remittances is contingent on the country's conditions and the migrant count within a 
household, creating a reciprocal relationship between overseas job seekers and remittance inflow 
(Byanjanakar & Shakha, 2021). Economic stability prompts Nepalese labourers to seek opportuni-
ties abroad, prompted by recent violent conflicts and limited prospects domestically (Dahal, 2004). 
Migration and remittance patterns are prevalent in regions marked by political unrest, civil wars, 
economic downturns, low entrepreneurial investment, and economic slumps worldwide (Sirkeci et 
al., 2012). Remittance transfers to Nepal employ specific channels like SWIFT or demand drafts, 
with various established remittance providers such as International Money Express (IME), West-
ern Union, City Express, Himal Remit, Prabhu Remit, and Samsara Remit (WBG, 2021). The 

effect of women’s entrepreneurship on their empowerment in terms of decision-making authority, 
reduced dependency on males, increased income level, change in social perception, and employ-
ment generation in the Gorkha District, Nepal.
 

Literature Review

 Research has highlighted the importance of women's empowerment as the driving element 
for economic growth. It is also argued that increasing women's participation in entrepreneurship 
activities is crucial for developing countries to transform into developed countries. Such participa-
tion would help to utilize the human resources properly and generate income leading to improved 
quality of life as well (Singh & Gupta, 2013). Women’s entrepreneurship journey is viewed as a 
technique for getting rid of poverty and marching to equality. To bring Nepalese women into the 
main stream of the business sector, women’s empowerment is essential by providing leadership 
opportunities and participating in entrepreneurial networking systems (Bushell, 2008).

 Women’s entrepreneurship is now recognized as an essential driver of economic growth, 
innovation, and job creation. In addition, society has come to appreciate the unique perspective 
and innovative solutions that women entrepreneurs bring to the table were overlooked in the past 
and systematically denied the recognition they deserve (Sharma & Varma, 2008). Women entre-
preneurs are those women who are innovative, risk-takers, enjoy independence, seeking opportu-
nities for economic gain, and do not hesitate to take organizational and management responsibili-
ties (Timmons & Spinelli, 2009). Entrepreneurs can transform their ventures into new technolo-
gies, products, and markets. Independence and risk-taking qualities are essential for sustaining 
their enterprise from start-up to growth and expansion internationally (Chong & Teoh, 2007).

 Awareness is also increased about the significant barriers and challenges that women face 
in entrepreneurship, such as access to funding, mentorship, and networks. As a result, there is now 
more support and resources available for women entrepreneurs, including business incubators, 
accelerators, and grants. Previously, entrepreneurship was viewed as a male-dominated field, and 
women who entered the field faced numerous challenges and biases. However, with the increment 
of women entrepreneurs’ numbers and their success rate in business, social perception has shifted 
to a more positive and inclusive one (Ilie et al., 2021).

 The Landscape Study on Women Entrepreneurship found that women have achieved an 
improved status in their family after becoming financially independent. The study also revealed 
that most women tend to reinvest about 90% of their income into their families, i.e., into providing 
adequate nourishment for their families and educating their children, thereby contributing to better 
outcomes for their children and for future generations (EdelGive Foundation, 2020).

 After engaging in entrepreneurial ventures, it gives women both increased decision-mak-
ing authority and power. Women entrepreneurs can exercise more power in household decisions 
(Haugh & Talwar, 2016). Women-owned small enterprises have provided better distribution of 
resources and economic stability. They are playing an important role in creating employment 
opportunities and introducing innovation. They are also sources of inspiration for others. Small 

entrepreneurs are assumed as the means of entrepreneurship, economic development, and job 
creation (Taiwo et al., 2016)

 Women’s entrepreneurship contributes significantly to the social and economic well-being 
of the country. Banks and cooperatives provide financial support to women entrepreneurs, and 
their families encourage them in their business activities. Nepal has implemented policies to 
develop entrepreneurial skills among women, and vocational education and training programs 
have been launched to empower them (Khatri, 2022). Women’s status in Nepalese society has 
changed from time to time. Women have been regarded as a symbol of strength, knowledge, and 
wealth. Women’s economic empowerment and inclusive economic growth are fueled by girls’ and 
women’s educational attainment (Rijal, 2018).

 The Nepal government has taken some steps to encourage women's entrepreneurship, such 
as providing an easier procedure with a lower fee for registration. The Women's Entrepreneurship 
Development Fund has been serving with financial assistance and technical support to them. In 
addition to government services, several other organizations also provide support and resources to 
women entrepreneurs, such as training and networking opportunities, business development 
services, mentorship, and other services for their aspirations. By promoting women's entrepreneur-
ship in Gorkha, women empowered economically and became contributing members of the 
society to more inclusive economic growth in the region (Sapkota, 2020).

 Over time and because of the changes going on in the Gorkha district, young women are 
beginning increasingly involved in entrepreneurial activities and have started to be self-dependent. 
Women entrepreneurs’ contribution has increased to their immediate family budget and to the 
prosperity of the community. Women entrepreneurs are regarded as the most significant represen-
tatives of the financial growth of the country (Tambunan, 2009). Their role has been changed to 
the producers, owners, decision-makers, risk-takers, sellers, and innovators from households 
serving women. They also create employment opportunities and contribute to advancing the living 
standards of families. Nowadays, women use their potential and skills to supplement their family 
income. Women in Nepal, therefore, no longer need to wait for employment outside the home. 
They are capable starting their own venture and earning and improving their livelihood successful-
ly (Thapa Karki & Xheneti, 2018).

 The awareness of policymakers and planners has increased significantly towards women’s 
contribution to income generation and the effective performance of women’s activities. Nepali 
women are increasingly taking up entrepreneurial ventures, particularly in sectors such as agricul-
ture, tourism, and handicrafts (Rijal, 2018).

 The past evidence from the different countries shows that women's entrepreneurship is the 
means of women's empowerment in terms of social status improvement, wider networking, better 
education, and a better future (Khatri, 2022; Ilie et al., 2021; EdelGive Foundation, 2020; Rijal, 
2018; Sharma & Varma, 2008), and the emergence of women in self-employment and income 
generation through the establishment of their own enterprises is increasing (Womens, 2016). 
However, there is a lack of sufficient studies to verify the situation in the rural communities of 

Nepal. Therefore, the study on women's empowerment through entrepreneurship in Gorkha 
District is essential.

 The study variables are based on the literature review. The dependent variable is women’s 
empowerment (accessibility of better health service, education opportunity, getting chance of 
leadership role and improvement on the confidence level). The independent variable is women 
empowerment that comprises the increase in income level of women, a change in social percep-
tion, reduction independency on male, employment generation, decision-making authority. The 
following framework shows the how independent variables affect the successful utilization of 
entrepreneurship development.

Figure 1
Conceptual framework

Based on the objectives of the study, theoretical and empirical literature review of the study 
following hypothesis are developed.
H01: There is significant relationship between increase in income level of women and women 
empowerment.
H02: There is significant relationship between change in social perception and women empower-
ment.
H03: There is significant relationship between reduced women dependency and women empower-
ment.
H04: There is significant relationship between self-employment and women empowerment.
H05: There is significant relationship between increase in decision making role and women 
empowerment.

Methods
 The research was descriptive and explanatory in nature. It was conducted in Gorkha 
district, Nepal, mainly in Gorkha Bazaar, Dandidana, 12 Kilo, Chatturkhola, Palungtaar, Chepetar, 
Vachhek Bazaar, and Aarughaat. The study was based on the women empowerment through 
entrepreneurship in Gorkha. So, 150 women entrepreneurs were purposively selected as a sample 
respondent. This research was based on the primary survey. The data was collected by formulating 
a set of research-administered questionnaires that were distributed to women entrepreneurs in the 
study area. The questionnaire includes Section A with demographic information about the respon-
dents like age, marital status, income level, education, etc. and section B with a five-point Likert 
scale (Strongly Disagree-1, Disagree-2, Neutral-3, Agree-4, Strongly Agree-5) with statements 
related to independent and dependent variables. The researchers used both descriptive as well as 
inferential statistics for data analysis. Descriptive statistics such as frequency percentage distribu-
tion were used to measure the characteristics of the respondents; exploratory factor analysis (EFA) 
was used to extract specific items from the dataset that are associated with each construct and 
partial least squares structural equation modeling (PLS-SEM) was used to measure the relation-
ship between independent variables and dependent variables.

Results and Discussion

1 Demographic Status of Women Entrepreneurship
 Age, eduction, marital status, family structure and income level of respondents is analyzed 
as shown in table 1.
Table 1
Socio-Demographic Profile

 Table 1 gives the insights into the demographic characteristics of the study population. 
The age group category illustrates a diverse age distribution, with the majority falling within the 
21-30 and 31-40 age ranges, representing 38.7% and 40% of the sample, respectively. In terms of 
education, the data reveals a relatively high level of education, with 46.7% having completed their 
10+2 and 12.7% being graduates. However, a notable portion (39.3%) has a high school education 
or lower. Marital status shows that a substantial majority (79.3%) are married, while family 
structure highlights a prevalence of nuclear families (73.3%). Monthly family income demon-
strates a wide range, with the largest group earning between 20000-30000 (29.3%) and a signifi-
cant proportion (26.7%) earning above 50000.

2 Exploratory Factor Analysis (EFA)

 In this study, total 28 items were used to measure the independent and dependent 
variables. Income level includes four items – IL1, IL2, IL3, and IL4, social perception includes 
five items – SP1, SP2, SP3, SP4, and SP5, reduced dependency includes four items – RD1, RD2, 
RD3, and RD4, employment gereration includes four items – EG1, EG2, EG3, and EG4, decision 
making includes five items – DM1, DM2, DM3, DM4, and DM5 and women empowerment 
includes six items – WE1, WE2, WE3, WE4, WE5, and WE6. EFA was run independently for 
each construct. The results of EFA is given in Table 2.
Table 2.

 Table 2 shows the summary of result of EFA for all six constructs used in this study. The 
KMO value assesses the suitability of data for factor analysis. In your analysis, all KMO values 
are above 0.5, which suggests that your data is suitable for EFA. Similarly, Bartlett's Test assesses 
whether the correlations among the variables are significantly different from an identity matrix. As 
per the analysis result, all p-values are very close to 0, which indicates that the data is appropriate 
for EFA. Furthermore, the items column indicates which specific items from the dataset are 
associated with each construct after EFA and % of variance explained shows the variance in the 
data explained by the underlying factor. Income Level includes four items (IL1, IL2, IL3, and IL4) 
and it explains 51.03 % of variance. Likewise, change in social perception includes three items 
(SP1, SP2, and SP3) and explains 56 % of variance, reduced dependency includes three items 
(RD1, RD2, and RD3) and explains 57.33 % of variance, employment generation includes three 

items (EG1, EG2, and EG4) and explains 60.15 % of variance, decision making includes four 
items (DM1, DM2, DM3, and DM4) and explains 51.79 % of variance, and women empowerment 
includes three items (WE3, WE5, and WE6) and explains 62.23 % of variance.

4.3 Structural Equation Modeling
 
 After EFA, the researchers used partial least square – structural equation modeling 
(PLS-SEM) to see the relationship between independent variables and dependent variable. This 
includes two model – Measurement Model and Structural Model. In measurement model, it was 
checked the reliability and the validity of the construct. After assessing the reliability and validity 
of the contruct, structural model was run.

3.1 Assessment of Constructs’ Reliability and Validity

 Reliabilty was checked using Cronbach’s alpha and composite reliability, convergent 
validity was assessed using Average Variance Extracted (AVE) and discriminant validity was 
assessed using Fornell and Lacker’s criteria, and HTMT ratio.

 Table 3 presents the result of construct reliability and convergent validity. Here Cron-
bach's Alpha and Composite Reliability are used to measure the construct reliability and AVE is 
used to assess the convergent validity. Table reveals that all the Cronbach’s alpha values are above 
0.60 and range between 0.601 and 0.713. Similarly, all composite reliability values are above 0.70 
and ranging from 0.790 to 0.840. This indicates that the constructs are highly reliable. Further-
more, AVE values in the range of 0.487 to 0.636 also affirm the convergent validity.
Table 4 

 Table 4 presents the result of Fornell and Larcker's criteria used to assess discriminant 
validity. The diagonal values represent the square root of the Average Variance Extracted (AVE) 
and other values represent the correlation coefficeint between the constructs. Here, the square root 
of the AVE for SP is 0.748, DM is 0.715, EG is 0.797, IL is 0.707, RD is 0.698, and WE is 0.783, 
which are greater than its correlations with other constructs, it satisfies the criteria for discriminant 
validity.

 Table 5 presents the result of Heterotrait-Monotrait (HTMT) ratios, used to measure 
discriminant validity. Here all the values are less than 0.85, which suggests that these constructs 
(SP, DM, EG, IL, RD, WE) exhibit satisfactory discriminant validity.

3.2 Structural Model

 After confirmation of reliability and validity of the constucts, path analysis was 
performed. Figure 2 depicts the path diagram and Table 6 exihibits the result of path analysis.
Figure 2 
Path Diagram

 
 Table 6 shows the results of the path analysis that show the relationships between various 
independent variables (Change in Social Perception, Decision Making, Employment Generation, 
Income Level, Reduced Dependency) and their impact on the dependent variable Women Empow-
erment. In this analysis, decision making (beta = 0.227, t-stat = 3.011 and p-value = 0.003), 
employment generation (beta = 0.293, t-stat = 3.299 and p-value = 0.001), and income level (beta 
= 0.271, t-stat = 2.472 and p-value = 0.013) have statistically significant and positive effects on 
women empowerment. This suggests that improvements in Decision Making, Employment 
Generation, and Income Level are associated with increased Women Empowerment. However, 
change in social perception and reduced dependency is not statistically significant and does not 
appear to influence Women Empowerment significantly. 

Conclusion

 This study provides insights into which factors have a substantial impact on Women 
Empowerment through entrepreneurship in Gorkha district, Nepal. The study considered women's 
empowerment as the dependent variable, while income level, social perception, reduced depen-
dency on male, employment creation, and decision-making authority were used as independent 
variables. Based on the study's results, it can be concluded that women entrepreneurship through 
change in income level, employment creation, and improvement in decision-making has a positive 
and significant impact on women's empowerment. This indicates that increased income, self-em-
ployment, and decision-making power contribute to women's empowerment in society. While 
change in social perception and reduced dependency on male have no significant association with 
women empowerment. This research not only provides valuable insights for policymakers and 
practitioners but also reinforces the requirement of supporting women's entrepreneurship to 
promote women’s empowerment.

traditional "Hundi" practice of informal money transfers persists in Nepalese society. The global 
economic impact of the Covid-19 outbreak has disproportionately affected Nepalese migrant 
workers, especially those in tourism, hospitality, and construction, leading to financial crises for 
many (Study et al., n.d.). The post-pandemic repercussions continue to impact Nepal's economy.

 Pokhara, the second-largest valley in Nepal's hilly region, situated in the Western part and 
part of the Gandaki Province, boasts cultural diversity with Gurungs, Brahmins & Kshetris, 
Newars, Thakalis, Magar, and other occupational castes. Gurungs dominate the city, particularly 
in-migrant communities, making Pokhara the leading remittance recipient (WBG, 2021). Many 
Pokhara residents migrate globally for employment, notably to Hong Kong, Malaysia, Australia, 
America, Japan, Korea, Canada, Saudi, Dubai, Qatar, and India. The impact of remittance flows in 
Pokhara sparks a longstanding debate, with studies suggesting both positive effects on livelihoods 
and negative consequences on agriculture. Given Nepal's significant remittance reception, studies 
on its social and economic implications, especially on migrant households, are imperative. This 
study proposes to scrutinize remittance-receiving and non-receiving families in Pokhara, compar-
ing their consumption patterns, human capital investments, and agricultural involvement. The 
research objectives of this study are to analyze the social and economic consequences of remit-
tance on households in Pokhara Valley by accessing and comparing the level of investment for 
human capital improvement between remittance-receiving and remittance-non-receiving house-
holds and to identify if Labour migration in remittance recipient households has led to a lack of 
Labour, which has led to a decline in family’s involvement in farming and agriculture?

Hypotheses
The following hypotheses have been used to validate the test.

H1 :  There is a significant difference in investment level for human capital improvement   
 between remittance recipients and non-recipient households.

H2:  Labour migration in remittance recipient households has led to a lack of Labour, which  
 has led to a decline in family’s involvement in farming and agriculture.

Literature Review

 As per the sixth edition of the Balance of Payments and International Investment Position 
Manual (BPM6), remittances establish an economic link between migrants and their families in 
their country of origin (Study et al., n.d.). The movement of individuals to other countries, whether 
temporary or permanent, facilitates the generation of income that is wholly or partially transferred 
back to the home economies through formal channels like recordable electronic systems or infor-
mal means, such as trusted friends carrying cash (Mashayekhi et al., 2013). Remittance categories 
include compensations of employees, workers' remittances, and migrants' transfers as defined by 
the balance of payment manual.

 Regarding the impact of remittances on the economic development of recipient countries, 
three influential theories need consideration. The Developmental Optimistic School, predominant 
in the 1950s and 1960s, posits that migration leads to North-South transfers of investment capital 

and exposure to liberal, rational, and democratic ideas, fostering development in recipient nations 
(Adenutsi, 2010). In contrast, the Developmental Pessimistic School emerged in the late 1960s, 
suggesting that migration and remittances may not lead to sustainable development. This perspec-
tive argues that the brain drain from developing countries results in a loss of human capital not 
compensated by remittance benefits (Beine et al., 2001; Acosta, 2011). Additionally, it contends 
that remittances may not be invested productively, potentially causing inflation, loss of competi-
tiveness, and increased imports, challenging the recipient's decisions and creating the possibility of 
the Dutch disease (Taylor, 1999; Chami et al., 2008; Imai et al., 2014).

 Furthermore, heightened openness is likely to foster greater integration between the 
remittance-receiving country and the global community, thereby amplifying imports (De Haas, 
2007). This integration may contribute to a cycle of growing dependency, as argued by De Haas 
(2007). The pessimistic school contends that remittances may lead to a decline in labour supply, 
with individuals substituting work-associated earnings for remittance income, potentially reducing 
the labour force (Chami et al., 2008). This substitution effect could result in individuals choosing 
leisure and alternative non-work-related activities over employment (Barajas et al., 2011; Imai et 
al., 2014). Another concern is the potential increase in corruption associated with remittances, as 
the influx of remittance income may make corrupt practices less costly for the government, 
leading to a rise in corruption levels (Abdih et al., 2008). In this perspective, remittances act as a 
buffer between the populace and the government, exacerbating issues related to moral hazards 
(Anaynwu & Erhijakpor, 2010). A third viewpoint, inspired by the Remittances Development 
Pluralists, offers a stance by acknowledging the limitations of both optimistic and pessimistic 
views. Developed in the 1980s and 1990s, the Developmental Pluralistic View rejects the idea that 
remittances strictly yield positive or negative outcomes in receiving countries, recognizing the 
complexity of the relationship between migration and development (De Haas, 2007; Adenutsi, 
2010). This pluralistic perspective highlights the need for new theories that consider various ways 
in which remittances may affect recipient economies, emphasizing the intricate nature of the 
migration-development nexus (Taylor, 1999). Unlike overarching theories, the pluralistic view 
asserts that the impact of remittances is context-dependent, and no single theory can universally 
explain all outcomes.

 Stark's (1985) delineated four distinct motivations for the transfer of remittances: pure 
altruism, pure self-interest, investment, and tempered altruism. The concept of pure altruism 
encapsulates the migrants' selfless concern for the well-being of their families, particularly in 
times of financial decline (Acharya, 2021). The researcher postulated that remittances under the 
auspices of pure altruism escalate during periods of familial destitution. Conversely, self-interest 
as a motivation entails migrants perceiving remittances as investments, thereby envisaging future 
returns upon their repatriation. The insurance motivation posits remittances as financial safety nets 
for both migrants and their families, effectively mitigating risks in both host and home countries 
(Lubambu, 2014). Investment theory posits that families dispatch migrants as a means to augment 
their overall income, thus considering remittances as dividends on their investment in the migrant, 
leading to an upsurge in remittances during periods of economic upturn. Brown (1997) highlights 
the propensity of migrants to amalgamate self-interest and altruism, primarily propelled by invest-
ment and asset accumulation motives, thereby illustrating a convoluted interplay of motivations in 
the realm of remittance behavior.

 Smith (1776) defined human capital as skills gained through experience, education, and 
training, which contribute to societal value. Valdero Gil (1970) found that remittances have a 
significant positive effect on health outcomes in Mexico, particularly for households without 
health insurance. Anten (2010) discovered that remittances have a substantial beneficial effect on 
the nutritional status of Ecuadorian children. Edwards and Ureta (2003) observed that remittances 
improve school retention in El Salvador more than other sources of income. Mansuri (2006) 
concluded that remittances positively affect human capital development and reduce gender-based 
education disparities in rural Pakistan. Acosta (2011) found that remittances decrease child labour 
and increase girls' school attendance in El Salvador. Hanushek (2013) argued that human capital is 
crucial for economic growth in developing nations. Koska et al. (2013) and Acharya and Gonzalez 
(2014) established significant correlations between remittances and human capital development in 
Egyptian and Nepalese children. Headey and Hoddinott (2015) attributed reduced childhood 
malnutrition in Nepal to migrant remittances. Bouoiyour et al. (2016) found that Moroccan house-
holds receiving remittances have increased school attendance. Binci and Giannelli (2018) conclud-
ed that remittances improve children's access to education and reduce child labour in Vietnam. 
These studies collectively highlight the important role of remittances in enhancing human capital 
and contributing to societal development.

 Agriculture is the main source of income in many developing countries, and low labour 
productivity is a major factor in the pervasive rural poverty (Geffersa, 2023). Lucas (1987) identi-
fied both the short- and long-term socioeconomic effects of migration and remittances, pointing 
out that remittance spending and investment eventually had beneficial results despite early nega-
tive effects on labour availability. Studies on migration to South Africa's mines found that 
although migration short-term decreased grain yields, remittance-driven investments eventually 
increased productivity and cattle accumulation, leading to greater salaries at home. Maharjan et al. 
(2013) discovered that migration reduced family labour at farms in Nepal's Western hills, but 
remittances alleviated capital constraints without affecting necessary farming inputs. On the other 
hand, Huy and Nonneman (2015) investigated how migration affected Vietnam's agricultural 
output and came to the conclusion that remittances made up for the loss of workers, encouraging 
greater investment and output in the sector. This demonstrates the complex ways that migration 
and remittances affect the dynamics of agriculture in developing nations. Limited research exists 
on the impact of remittances on household spending patterns in Nepal, particularly in Pokhara 
Metropolitan. Despite numerous studies on remittance effects globally, little attention has been 
given to Nepalese spending habits. Addressing gaps in the literature, it seeks to shed light on the 
consequences of remittances on spending patterns, providing insights into micro and macroeco-
nomic impacts not extensively covered in existing research.

Methods and Materials

 This study focuses on examining the social and economic consequences of remittance on 
house holds in Pokhara Metropolitan City. It analyzes the spending patterns of remittance-receiv-
ing and non-receiving families in various household activities. The study uses a descriptive cum 
comparative research design and collects data from respondents through questionnaires. It also 
employs a comparative research methodology to compare the spending pattern of remittance-re-
ceiving and non-receiving families. The core data for the study come from respondents' question-

naire responses. The study population consists of families in ward number 14 of the Pokhara 
Metropolitan city. A pilot survey was conducted to determine the sample size, with 15 percent of 
households receiving remittance and 85 percent not receiving remittance. The sample size for the 
study was determined using the formula for an infinite population sampling technique. A sample 
size of 200 houses was chosen for the multivariate analysis, with 100 samples from each group. 
Convenience and snowball sampling methods were used for sample selection. The study uses 
quantitative nature of data, from primary sources through structured questionnaire. Both descrip-
tive and inferential analysis have been used as analytical techniques. Descriptive analysis helps in 
summarizing data points to identify patterns. It is a crucial step in statistical data analysis. Inferen-
tial analysis generalizes sample results to the population. Descriptive statistical tools used in the 
study include frequency, percentage, mean, median, and standard deviation. Mean difference was 
used to analyze income and consumption data. Inferential statistical tools used are the chi-square 
test and independent samples t-test.

Research Framework and Definition of Variables

 The following framework has been developed for conducting the research's core theme. It 
demonstrates how the various variables are related to one another.

 

1. Remittance Income  The money and other assets sent to the households of migrants are  
    referred to as remittance income.

    The number of family members who work overseas determines  
    how much money a home receives in remittances. The number of  
    family members who work overseas also supports the independent  
    variable remittance.

1.2  Remittance Amount The remittance amount establishes the income of households that  
    consistently receive remittance revenue, which serves as the   
    primary funding source for household expenses.
    Remittance frequency also assesses how much money households  

    regularly get in remittances. Remittance frequency as a percentage  
    of annual household income indicates how much money a house 
    hold has to cover expenses.

2 Non- Remittance income Non-remittance income is the amount of money people earn   
    domestically or through businesses they run within a nation.
    Income of non- remittance receiving families depends on number  
    of domestic employment workers within a country.

    Heirlooms and family business generate income other then   
    employment and remittance for the family.

Dependent Variables

Results
 In particular, analysis of the data has been carried out per specific objectives, where 
patterns have been examined, evaluated, and conclusions are derived from them. Results have 
been chiefly presented as demographic data from study participants, descriptive statistics analysis, 
independent samples t-test results, and chi-square test findings that examined the influence of 
independent variables on dependent variables. 

 Table 2 shows the genders of the heads of the two research categories households that get 
remittances and those that do not. As per the data, more women-headed households with a mean 
age of 48 in families that received remittances, whereas more men-headed households with a mean 
age of 50 in families that did not get remittances. Due to male family members moving overseas 
for employment and other possibilities, there were more female household heads among the 
households who get remittances. 

Table 3
Independent Samples T-Test Between Remittance Receiving and Remittance Non- Receiving 
Households on Human Capital

Source: Field Survey, 2022 & SPSS output.

 The amount of money spent on human capital by families receiving remittances and those 
not receiving remittances were compared using independent samples t-tests. The test on health 
investment revealed variations in the scores that were statistically significant (t(df= 198)=14.01> 
critical value(1.96), p-value(0.000)< level of significance(0.05), with the mean score for remit-
tance-receiving families being higher (M=39,625, SD=20,267.949) than for remittance-non-re-

ceiving households (M=9,125, SD=7,943.42). The magnitude of the difference in the means 
(mean difference= 30,500.00) was significant. Similarly, the test for comparison of investment in 
education amongst the households showed significant differences (t (df= 179) =6.52, p=0.001) in 
the scores with the mean score for remittance-receiving families (M=93,136.36, SD= 42,920.72) 
which was higher than of remittance non receiving households (M= 55,483.87, SD= 34,474.82). 
The mean difference= 37,652.49 was significant as calculated t- value 6.52 > critical value (1.96) 
and p-value is less than level of significance i.e. (0.001<0.05). Hence, H1 is accepted, and the 
conclusion is drawn that the amount that both households invest in human capital through health 
and education differs significantly.

Table 4
 Remittance Receiving and Remittance Non- Receiving Households* Involvement in 
Agriculture Cross Tabulation, Chi-Square Test for Association Between Nature of Households 
and Involvement in Agriculture

Note: a. 0 cells (0.0%) have expected count less than 5. The minimum expected count is 41.50.
b. Computed only for a 2x2 table
c. *If P value (asymptotic significance) < 0.05, Correlation is significant.
Source: Field Survey, 2022 and SPSS output

 Table 4 shows that only 16 percent of the households receiving remittances are engaged in 
agriculture or farming, while 84% is not. Meanwhile, 67% of families that did not receive remit-
tances are engaged in farming and agriculture. A conclusion can be drawn that a higher proportion 
of households not getting remittances are engaged in farming and agriculture.
To test any association between the nature of households and involvement in agriculture and 
farming, a chi-square test was conducted which resulted in a significant association at a 5% 
significance level between the nature of households and involvement in agriculture and farming; 
[χ2(1,200)= 53.568, p-value 0.002<0.05] which supports second alternative hypothesis (H2) i.e. 
Labour migration for remittances has led to a lack of Labour, which has led to a decline in fami-
ly‘s involvement in farming and agriculture.

Discussion

 The primary objective of the study was to examine the socio-economic repercussions of 
remittances on households residing in Pokhara valley. To accomplish the overall purpose of the 
study, this main aim was further divided into two sub-aims. The initial objective of the study 
aimed to evaluate and compare the levels of investment in human capital, specifically in terms of 
health and education, between two categories of households: those receiving remittances and those 
not receiving remittances. To address the second objective and respond to the second research 
question, Hypothesis 2 (H2) was formulated.

 The first hypothesis asserts that there is a significant difference in the investment levels in 
health and education between the two types of households. The independent samples t-test 
indicates that households receiving remittances allocate a considerably higher amount of resources 
towards the healthcare and education of their family members compared to households that do not 
receive remittances. Moreover, a majority of remittance-receiving households opt for private 
hospitals for superior healthcare services and private schools for better education. On the other 
hand, households not receiving remittances rely on government or public hospitals for healthcare 
and send their children to government or public schools. The findings of this study align with 
numerous previous studies conducted on the same subject. Many studies emphasize the substantial 
variation in investment levels in human capital, with remittance-receiving families allocating 
higher expenditures towards the health and education of their family members compared to 
remittance-non-receiving families (Adams, 2006; Castaldo). Similarly, Mansuri (2006) showcased 
a significant positive impact of remittances on the accumulation of human capital in Pakistan. 

 Likewise, the second objective of this study was to investigate whether labour migration 
for remittances has resulted in a shortage of labour, subsequently leading to a decline in family 
engagement in farming and agriculture. The second hypothesis argues that there is indeed an 
association between the nature of households and their involvement in agriculture and farming, 
suggesting that labour migration for remittances has resulted in a decrease in labour availability 
and consequently reduced family participation in farming and agriculture. The chi-square test 
reveals the existence of an association between the nature of households (remittance receiving and 
remittance non-receiving) and their involvement in agriculture and farming. The NLSS-III (2011) 
study yielded similar findings to those of another study, indicating that emigration leading to a 
lack of workforce results in uncultivated land, decreased agricultural output, and the need to 
import food grains. Similarly, Maharjan et al. (2012) argue that the migration of a family member 
has resulted in a reduction in family labour input on farms in the Western hills of Nepal. However, 
Huy and Nonneman (2015) arrived at a contrasting conclusion in their survey, asserting that the 
migration of male family members actually led to a decrease in available male labour on the farm. 
This, in turn, led to an increase in female participation in farming and the potential utilization of 
remittances to address issues of food insecurity.

Conclusion and Implications

 The research's analyses and findings demonstrate that remittances from overseas have 
positive socio-economic ramifications on immigrant households. It can be inferred that remittance 

income has bolstered the purchasing power of recipient households, leading to an increase in their 
expenditure capacity. By this investigation, families receiving remittances allocate a greater 
portion of their resources to health and education services, which are regarded as investments in 
human capital in comparison to families not receiving remittances. The enhancement of the 
socio-economic status of recipient households has a significant positive impact. Nevertheless, the 
migration for the purpose of remittance has resulted in a decreased labour supply and increased 
reliance on remaining family members, negatively affecting involvement in agricultural activities. 
The study's narrow focus suggests that recipient households allocate more resources to household 
consumption and investment in human capital compared to families not receiving remittances. 
Further research is undoubtedly necessary to comprehensively examine and understand the 
socio-economic consequences of remittances on households, as the current analysis does not 
accurately portray the overall situation for the entire nation. Additionally, it was challenging to 
locate research on the motivation behind remittances during the investigation. Therefore, the 
motivation behind remittances may be a subject for further study and research.

 This investigation holds various implications for practitioners, academics, and policymak-
ers. It can be discussed as a basis for recommendations and areas of future research. As a develop-
ing country, Nepal heavily relies on remittances and subsistence farming. Due to the persistent 
underdevelopment of the industrial and production sectors, there has been an increase in imports 
and a decrease in exports. Despite the study asserting that remittances serve as a significant source 
of foreign exchange and are expanding in the national context, their primary use is to stabilize the 
balance of payments deficit rather than support capital development. Consequently, policymakers 
should formulate measures that can encourage remittance investments in the development of the 
domestic economy and national output, ultimately reducing import trends and balancing payment 
deficits shortly. Similar to how remittance income benefits society by elevating individual income 
and social status, it has had a profound impact on agricultural output. To utilize remittance funds 
to increase agricultural productivity and expand the industrial sector, the government should 
implement initiatives that support agricultural production, small domestic industries, and the 
creation of a robust market.

 THE CONTEMPORARY ERA of globalization witness-
es a significant expansion in migration, facilitating the flow of 
human capital among nations (Czaika & De Haas, 2014). This 
phenomenon, driven by remittances from migrant labour, trans-
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opment of the nation remains incomplete, keeping aside women in economic activities as they 
make up half of the total population. In the past, Nepalese women were confined to household 
activities including cooking, washing, cleaning, and caring the children. Gradually, they are 
stepping up to establish and run the enterprise which leads to their economic empowerment (Khan 
et al., 2017).

 Third-world feminist and women’s organizations raised the issue of women’s empower in 
1070s. The main goal of the movement was the equality of women through structural change in 
the social and political systems (United Nations, 2001). Different scholars defined women’s 
empowerment differently. However, the common notation of empowerment was established as 
competency development for making strategic choices and achieving the goal, whatever they 
attempt to succeed (Reddy, 2002).

 Empowering women economically is essential for their overall development. Entrepre-
neurship is the best way to achieve economic independence. Encouraging entrepreneurship and 
income-generating activities presents practical solutions for women's empowerment. Women gain 
the advantages of awareness-raising, education, knowledge, self-confidence, and technolo-
gy-friendly by engaging in income-generating activities through entrepreneurship (Sharma & 
Varma, 2008). Women’s entrepreneurship was viewed as a key vehicle for granting decision-mak-
ing power, self-dependency, and leadership opportunities (UNIFEM, 2000).

 Economic empowerment indicates equal participation in the existing market, access to 
decent work, controlling the productive resource, deciding the economic issues at all levels, from 
household to international forum, putting voice confidently, managing the time properly, and 
maintaining control over the bodies and meaningful participation in the economic decisions. 
Women’s economic empowerment and the reduction of the gender gap are crucial factors for the 
2030 agenda, and sustainable development (UN, 2020).

 In most societies, there exists a significant power disparity between men and women, with 
women having less control over resources and often receiving lower wages for their work. As a 
result, women's contributions to society often go unnoticed and undervalued, rendering them an 
"invisible" workforce. Unfortunately, these circumstances inevitably hinder women's ability to 
fully explore their potential, pursue growth and development, and achieve exceptional accomplish-
ments (Sharma & Varma, 2008).

 Gorkha is one of the developing districts situated in rural areas of Nepal, mostly with male 
dominance, which has systematically excluded women from equal participation in social activities. 
They were often marginalized and disadvantaged due to cultural norms, discriminatory practices, 
dependency on males, and lack of access to education, resources, and decision-making authority. 
Despite these challenges, there is a growing interest in entrepreneurship among women. 
Post-earthquake, over 30 organizations have been working to support women's entrepreneurship 
and empower them to overcome gender-based discrimination and gain economic independence. 
Through these efforts, rural women are moving towards greater empowerment and breaking down 
barriers to success (Womens, 2016). In this context, the primary aim of the study is to examine the 

forms the global economy and socio-cultural interdependence. Notably, migration from South 
Asia to developed countries has surged, a trend projected to endure. In Nepal, where the labour 
force comprises, 79.60 percent aged 15 to 64 (CEIC, 2021), 56 percent of households have the 
opportunity to receive remittances (NLSS-III, 2011), contributing almost 30 percent to the coun-
try's GDP (WBG, 2021). Remittance revenue is vital for Nepal's economic health, with receipts 
growing from 44.16 million US dollars in 1996 to 7795.56 million US dollars in 2020 (WBG, 
2021). Remittances, essential for developing nations, influence GDP expansion, impacting 
individual income, healthcare, and education (Alishani & Nushi, 2012). Migration-driven remit-
tances fueling economic growth, shaping socio-cultural ties, and enhancing individual welfare 
underscore the indispensable role of global migration in contemporary economies.

 Remittances, typically defined as a portion of a migrant's earnings sent to their country of 
origin, predominantly encompass financial transactions, although non-cash products are also 
considered (Pant, 2004). This term commonly denotes transfers made by migrant workers, yet it's 
crucial to recognize that refugees and migrants without the same legal status also contribute to 
remittances. The increasing flow of remittances from migrants addresses challenges in developing 
nations such as low employment, income rates, rising poverty, and unequal income distribution 
(Dhungana & Pandit, 2016). These financial inflows serve as a vital source of household income, 
alleviating poverty, elevating social standing, and facilitating economic stability. Remittances 
have evolved into a significant government funding source and a poverty eradication strategy, 
with substantial investments in trade and business, alongside conspicuous spending and durable 
goods (Edwards & Ureta; Acosta, 2011). Remittances, encompassing financial transactions from 
migrants, refugees, and those without legal status, play a pivotal role in alleviating poverty and 
fostering economic stability in developing nations.

 Globally, remittances totaled $605 billion, projected to rise by 4.2 percent to $630 billion 
by 2022 (WBG, 2021). Nepal, ranking top in South Asia and sixth globally, heavily relies on 
remittances, constituting 25 percent of its GDP (WBG, 2021). In the latest fiscal year, Nepal 
received NPR 699 billion (USD 6.56 billion) in remittances, representing over 25 percent of the 
country's GDP, marking the fourth-highest share worldwide (ADB, 2021). While remittances buoy 
the economy and elevate purchasing power, they also pose risks, such as the exodus of educated 
professionals seeking employment abroad, potentially resulting in a loss of valuable human 
resources developed with public investment.

 A growing number of Nepalese workers are departing the country in pursuit of employ-
ment abroad, driven by diminished job opportunities at home (Government of Nepal, 2022). The 
quantum of remittances is contingent on the country's conditions and the migrant count within a 
household, creating a reciprocal relationship between overseas job seekers and remittance inflow 
(Byanjanakar & Shakha, 2021). Economic stability prompts Nepalese labourers to seek opportuni-
ties abroad, prompted by recent violent conflicts and limited prospects domestically (Dahal, 2004). 
Migration and remittance patterns are prevalent in regions marked by political unrest, civil wars, 
economic downturns, low entrepreneurial investment, and economic slumps worldwide (Sirkeci et 
al., 2012). Remittance transfers to Nepal employ specific channels like SWIFT or demand drafts, 
with various established remittance providers such as International Money Express (IME), West-
ern Union, City Express, Himal Remit, Prabhu Remit, and Samsara Remit (WBG, 2021). The 

effect of women’s entrepreneurship on their empowerment in terms of decision-making authority, 
reduced dependency on males, increased income level, change in social perception, and employ-
ment generation in the Gorkha District, Nepal.
 

Literature Review

 Research has highlighted the importance of women's empowerment as the driving element 
for economic growth. It is also argued that increasing women's participation in entrepreneurship 
activities is crucial for developing countries to transform into developed countries. Such participa-
tion would help to utilize the human resources properly and generate income leading to improved 
quality of life as well (Singh & Gupta, 2013). Women’s entrepreneurship journey is viewed as a 
technique for getting rid of poverty and marching to equality. To bring Nepalese women into the 
main stream of the business sector, women’s empowerment is essential by providing leadership 
opportunities and participating in entrepreneurial networking systems (Bushell, 2008).

 Women’s entrepreneurship is now recognized as an essential driver of economic growth, 
innovation, and job creation. In addition, society has come to appreciate the unique perspective 
and innovative solutions that women entrepreneurs bring to the table were overlooked in the past 
and systematically denied the recognition they deserve (Sharma & Varma, 2008). Women entre-
preneurs are those women who are innovative, risk-takers, enjoy independence, seeking opportu-
nities for economic gain, and do not hesitate to take organizational and management responsibili-
ties (Timmons & Spinelli, 2009). Entrepreneurs can transform their ventures into new technolo-
gies, products, and markets. Independence and risk-taking qualities are essential for sustaining 
their enterprise from start-up to growth and expansion internationally (Chong & Teoh, 2007).

 Awareness is also increased about the significant barriers and challenges that women face 
in entrepreneurship, such as access to funding, mentorship, and networks. As a result, there is now 
more support and resources available for women entrepreneurs, including business incubators, 
accelerators, and grants. Previously, entrepreneurship was viewed as a male-dominated field, and 
women who entered the field faced numerous challenges and biases. However, with the increment 
of women entrepreneurs’ numbers and their success rate in business, social perception has shifted 
to a more positive and inclusive one (Ilie et al., 2021).

 The Landscape Study on Women Entrepreneurship found that women have achieved an 
improved status in their family after becoming financially independent. The study also revealed 
that most women tend to reinvest about 90% of their income into their families, i.e., into providing 
adequate nourishment for their families and educating their children, thereby contributing to better 
outcomes for their children and for future generations (EdelGive Foundation, 2020).

 After engaging in entrepreneurial ventures, it gives women both increased decision-mak-
ing authority and power. Women entrepreneurs can exercise more power in household decisions 
(Haugh & Talwar, 2016). Women-owned small enterprises have provided better distribution of 
resources and economic stability. They are playing an important role in creating employment 
opportunities and introducing innovation. They are also sources of inspiration for others. Small 

entrepreneurs are assumed as the means of entrepreneurship, economic development, and job 
creation (Taiwo et al., 2016)

 Women’s entrepreneurship contributes significantly to the social and economic well-being 
of the country. Banks and cooperatives provide financial support to women entrepreneurs, and 
their families encourage them in their business activities. Nepal has implemented policies to 
develop entrepreneurial skills among women, and vocational education and training programs 
have been launched to empower them (Khatri, 2022). Women’s status in Nepalese society has 
changed from time to time. Women have been regarded as a symbol of strength, knowledge, and 
wealth. Women’s economic empowerment and inclusive economic growth are fueled by girls’ and 
women’s educational attainment (Rijal, 2018).

 The Nepal government has taken some steps to encourage women's entrepreneurship, such 
as providing an easier procedure with a lower fee for registration. The Women's Entrepreneurship 
Development Fund has been serving with financial assistance and technical support to them. In 
addition to government services, several other organizations also provide support and resources to 
women entrepreneurs, such as training and networking opportunities, business development 
services, mentorship, and other services for their aspirations. By promoting women's entrepreneur-
ship in Gorkha, women empowered economically and became contributing members of the 
society to more inclusive economic growth in the region (Sapkota, 2020).

 Over time and because of the changes going on in the Gorkha district, young women are 
beginning increasingly involved in entrepreneurial activities and have started to be self-dependent. 
Women entrepreneurs’ contribution has increased to their immediate family budget and to the 
prosperity of the community. Women entrepreneurs are regarded as the most significant represen-
tatives of the financial growth of the country (Tambunan, 2009). Their role has been changed to 
the producers, owners, decision-makers, risk-takers, sellers, and innovators from households 
serving women. They also create employment opportunities and contribute to advancing the living 
standards of families. Nowadays, women use their potential and skills to supplement their family 
income. Women in Nepal, therefore, no longer need to wait for employment outside the home. 
They are capable starting their own venture and earning and improving their livelihood successful-
ly (Thapa Karki & Xheneti, 2018).

 The awareness of policymakers and planners has increased significantly towards women’s 
contribution to income generation and the effective performance of women’s activities. Nepali 
women are increasingly taking up entrepreneurial ventures, particularly in sectors such as agricul-
ture, tourism, and handicrafts (Rijal, 2018).

 The past evidence from the different countries shows that women's entrepreneurship is the 
means of women's empowerment in terms of social status improvement, wider networking, better 
education, and a better future (Khatri, 2022; Ilie et al., 2021; EdelGive Foundation, 2020; Rijal, 
2018; Sharma & Varma, 2008), and the emergence of women in self-employment and income 
generation through the establishment of their own enterprises is increasing (Womens, 2016). 
However, there is a lack of sufficient studies to verify the situation in the rural communities of 

Nepal. Therefore, the study on women's empowerment through entrepreneurship in Gorkha 
District is essential.

 The study variables are based on the literature review. The dependent variable is women’s 
empowerment (accessibility of better health service, education opportunity, getting chance of 
leadership role and improvement on the confidence level). The independent variable is women 
empowerment that comprises the increase in income level of women, a change in social percep-
tion, reduction independency on male, employment generation, decision-making authority. The 
following framework shows the how independent variables affect the successful utilization of 
entrepreneurship development.

Figure 1
Conceptual framework

Based on the objectives of the study, theoretical and empirical literature review of the study 
following hypothesis are developed.
H01: There is significant relationship between increase in income level of women and women 
empowerment.
H02: There is significant relationship between change in social perception and women empower-
ment.
H03: There is significant relationship between reduced women dependency and women empower-
ment.
H04: There is significant relationship between self-employment and women empowerment.
H05: There is significant relationship between increase in decision making role and women 
empowerment.

Methods
 The research was descriptive and explanatory in nature. It was conducted in Gorkha 
district, Nepal, mainly in Gorkha Bazaar, Dandidana, 12 Kilo, Chatturkhola, Palungtaar, Chepetar, 
Vachhek Bazaar, and Aarughaat. The study was based on the women empowerment through 
entrepreneurship in Gorkha. So, 150 women entrepreneurs were purposively selected as a sample 
respondent. This research was based on the primary survey. The data was collected by formulating 
a set of research-administered questionnaires that were distributed to women entrepreneurs in the 
study area. The questionnaire includes Section A with demographic information about the respon-
dents like age, marital status, income level, education, etc. and section B with a five-point Likert 
scale (Strongly Disagree-1, Disagree-2, Neutral-3, Agree-4, Strongly Agree-5) with statements 
related to independent and dependent variables. The researchers used both descriptive as well as 
inferential statistics for data analysis. Descriptive statistics such as frequency percentage distribu-
tion were used to measure the characteristics of the respondents; exploratory factor analysis (EFA) 
was used to extract specific items from the dataset that are associated with each construct and 
partial least squares structural equation modeling (PLS-SEM) was used to measure the relation-
ship between independent variables and dependent variables.

Results and Discussion

1 Demographic Status of Women Entrepreneurship
 Age, eduction, marital status, family structure and income level of respondents is analyzed 
as shown in table 1.
Table 1
Socio-Demographic Profile

 Table 1 gives the insights into the demographic characteristics of the study population. 
The age group category illustrates a diverse age distribution, with the majority falling within the 
21-30 and 31-40 age ranges, representing 38.7% and 40% of the sample, respectively. In terms of 
education, the data reveals a relatively high level of education, with 46.7% having completed their 
10+2 and 12.7% being graduates. However, a notable portion (39.3%) has a high school education 
or lower. Marital status shows that a substantial majority (79.3%) are married, while family 
structure highlights a prevalence of nuclear families (73.3%). Monthly family income demon-
strates a wide range, with the largest group earning between 20000-30000 (29.3%) and a signifi-
cant proportion (26.7%) earning above 50000.

2 Exploratory Factor Analysis (EFA)

 In this study, total 28 items were used to measure the independent and dependent 
variables. Income level includes four items – IL1, IL2, IL3, and IL4, social perception includes 
five items – SP1, SP2, SP3, SP4, and SP5, reduced dependency includes four items – RD1, RD2, 
RD3, and RD4, employment gereration includes four items – EG1, EG2, EG3, and EG4, decision 
making includes five items – DM1, DM2, DM3, DM4, and DM5 and women empowerment 
includes six items – WE1, WE2, WE3, WE4, WE5, and WE6. EFA was run independently for 
each construct. The results of EFA is given in Table 2.
Table 2.

 Table 2 shows the summary of result of EFA for all six constructs used in this study. The 
KMO value assesses the suitability of data for factor analysis. In your analysis, all KMO values 
are above 0.5, which suggests that your data is suitable for EFA. Similarly, Bartlett's Test assesses 
whether the correlations among the variables are significantly different from an identity matrix. As 
per the analysis result, all p-values are very close to 0, which indicates that the data is appropriate 
for EFA. Furthermore, the items column indicates which specific items from the dataset are 
associated with each construct after EFA and % of variance explained shows the variance in the 
data explained by the underlying factor. Income Level includes four items (IL1, IL2, IL3, and IL4) 
and it explains 51.03 % of variance. Likewise, change in social perception includes three items 
(SP1, SP2, and SP3) and explains 56 % of variance, reduced dependency includes three items 
(RD1, RD2, and RD3) and explains 57.33 % of variance, employment generation includes three 

items (EG1, EG2, and EG4) and explains 60.15 % of variance, decision making includes four 
items (DM1, DM2, DM3, and DM4) and explains 51.79 % of variance, and women empowerment 
includes three items (WE3, WE5, and WE6) and explains 62.23 % of variance.

4.3 Structural Equation Modeling
 
 After EFA, the researchers used partial least square – structural equation modeling 
(PLS-SEM) to see the relationship between independent variables and dependent variable. This 
includes two model – Measurement Model and Structural Model. In measurement model, it was 
checked the reliability and the validity of the construct. After assessing the reliability and validity 
of the contruct, structural model was run.

3.1 Assessment of Constructs’ Reliability and Validity

 Reliabilty was checked using Cronbach’s alpha and composite reliability, convergent 
validity was assessed using Average Variance Extracted (AVE) and discriminant validity was 
assessed using Fornell and Lacker’s criteria, and HTMT ratio.

 Table 3 presents the result of construct reliability and convergent validity. Here Cron-
bach's Alpha and Composite Reliability are used to measure the construct reliability and AVE is 
used to assess the convergent validity. Table reveals that all the Cronbach’s alpha values are above 
0.60 and range between 0.601 and 0.713. Similarly, all composite reliability values are above 0.70 
and ranging from 0.790 to 0.840. This indicates that the constructs are highly reliable. Further-
more, AVE values in the range of 0.487 to 0.636 also affirm the convergent validity.
Table 4 

 Table 4 presents the result of Fornell and Larcker's criteria used to assess discriminant 
validity. The diagonal values represent the square root of the Average Variance Extracted (AVE) 
and other values represent the correlation coefficeint between the constructs. Here, the square root 
of the AVE for SP is 0.748, DM is 0.715, EG is 0.797, IL is 0.707, RD is 0.698, and WE is 0.783, 
which are greater than its correlations with other constructs, it satisfies the criteria for discriminant 
validity.

 Table 5 presents the result of Heterotrait-Monotrait (HTMT) ratios, used to measure 
discriminant validity. Here all the values are less than 0.85, which suggests that these constructs 
(SP, DM, EG, IL, RD, WE) exhibit satisfactory discriminant validity.

3.2 Structural Model

 After confirmation of reliability and validity of the constucts, path analysis was 
performed. Figure 2 depicts the path diagram and Table 6 exihibits the result of path analysis.
Figure 2 
Path Diagram

 
 Table 6 shows the results of the path analysis that show the relationships between various 
independent variables (Change in Social Perception, Decision Making, Employment Generation, 
Income Level, Reduced Dependency) and their impact on the dependent variable Women Empow-
erment. In this analysis, decision making (beta = 0.227, t-stat = 3.011 and p-value = 0.003), 
employment generation (beta = 0.293, t-stat = 3.299 and p-value = 0.001), and income level (beta 
= 0.271, t-stat = 2.472 and p-value = 0.013) have statistically significant and positive effects on 
women empowerment. This suggests that improvements in Decision Making, Employment 
Generation, and Income Level are associated with increased Women Empowerment. However, 
change in social perception and reduced dependency is not statistically significant and does not 
appear to influence Women Empowerment significantly. 

Conclusion

 This study provides insights into which factors have a substantial impact on Women 
Empowerment through entrepreneurship in Gorkha district, Nepal. The study considered women's 
empowerment as the dependent variable, while income level, social perception, reduced depen-
dency on male, employment creation, and decision-making authority were used as independent 
variables. Based on the study's results, it can be concluded that women entrepreneurship through 
change in income level, employment creation, and improvement in decision-making has a positive 
and significant impact on women's empowerment. This indicates that increased income, self-em-
ployment, and decision-making power contribute to women's empowerment in society. While 
change in social perception and reduced dependency on male have no significant association with 
women empowerment. This research not only provides valuable insights for policymakers and 
practitioners but also reinforces the requirement of supporting women's entrepreneurship to 
promote women’s empowerment.

traditional "Hundi" practice of informal money transfers persists in Nepalese society. The global 
economic impact of the Covid-19 outbreak has disproportionately affected Nepalese migrant 
workers, especially those in tourism, hospitality, and construction, leading to financial crises for 
many (Study et al., n.d.). The post-pandemic repercussions continue to impact Nepal's economy.

 Pokhara, the second-largest valley in Nepal's hilly region, situated in the Western part and 
part of the Gandaki Province, boasts cultural diversity with Gurungs, Brahmins & Kshetris, 
Newars, Thakalis, Magar, and other occupational castes. Gurungs dominate the city, particularly 
in-migrant communities, making Pokhara the leading remittance recipient (WBG, 2021). Many 
Pokhara residents migrate globally for employment, notably to Hong Kong, Malaysia, Australia, 
America, Japan, Korea, Canada, Saudi, Dubai, Qatar, and India. The impact of remittance flows in 
Pokhara sparks a longstanding debate, with studies suggesting both positive effects on livelihoods 
and negative consequences on agriculture. Given Nepal's significant remittance reception, studies 
on its social and economic implications, especially on migrant households, are imperative. This 
study proposes to scrutinize remittance-receiving and non-receiving families in Pokhara, compar-
ing their consumption patterns, human capital investments, and agricultural involvement. The 
research objectives of this study are to analyze the social and economic consequences of remit-
tance on households in Pokhara Valley by accessing and comparing the level of investment for 
human capital improvement between remittance-receiving and remittance-non-receiving house-
holds and to identify if Labour migration in remittance recipient households has led to a lack of 
Labour, which has led to a decline in family’s involvement in farming and agriculture?

Hypotheses
The following hypotheses have been used to validate the test.

H1 :  There is a significant difference in investment level for human capital improvement   
 between remittance recipients and non-recipient households.

H2:  Labour migration in remittance recipient households has led to a lack of Labour, which  
 has led to a decline in family’s involvement in farming and agriculture.

Literature Review

 As per the sixth edition of the Balance of Payments and International Investment Position 
Manual (BPM6), remittances establish an economic link between migrants and their families in 
their country of origin (Study et al., n.d.). The movement of individuals to other countries, whether 
temporary or permanent, facilitates the generation of income that is wholly or partially transferred 
back to the home economies through formal channels like recordable electronic systems or infor-
mal means, such as trusted friends carrying cash (Mashayekhi et al., 2013). Remittance categories 
include compensations of employees, workers' remittances, and migrants' transfers as defined by 
the balance of payment manual.

 Regarding the impact of remittances on the economic development of recipient countries, 
three influential theories need consideration. The Developmental Optimistic School, predominant 
in the 1950s and 1960s, posits that migration leads to North-South transfers of investment capital 

and exposure to liberal, rational, and democratic ideas, fostering development in recipient nations 
(Adenutsi, 2010). In contrast, the Developmental Pessimistic School emerged in the late 1960s, 
suggesting that migration and remittances may not lead to sustainable development. This perspec-
tive argues that the brain drain from developing countries results in a loss of human capital not 
compensated by remittance benefits (Beine et al., 2001; Acosta, 2011). Additionally, it contends 
that remittances may not be invested productively, potentially causing inflation, loss of competi-
tiveness, and increased imports, challenging the recipient's decisions and creating the possibility of 
the Dutch disease (Taylor, 1999; Chami et al., 2008; Imai et al., 2014).

 Furthermore, heightened openness is likely to foster greater integration between the 
remittance-receiving country and the global community, thereby amplifying imports (De Haas, 
2007). This integration may contribute to a cycle of growing dependency, as argued by De Haas 
(2007). The pessimistic school contends that remittances may lead to a decline in labour supply, 
with individuals substituting work-associated earnings for remittance income, potentially reducing 
the labour force (Chami et al., 2008). This substitution effect could result in individuals choosing 
leisure and alternative non-work-related activities over employment (Barajas et al., 2011; Imai et 
al., 2014). Another concern is the potential increase in corruption associated with remittances, as 
the influx of remittance income may make corrupt practices less costly for the government, 
leading to a rise in corruption levels (Abdih et al., 2008). In this perspective, remittances act as a 
buffer between the populace and the government, exacerbating issues related to moral hazards 
(Anaynwu & Erhijakpor, 2010). A third viewpoint, inspired by the Remittances Development 
Pluralists, offers a stance by acknowledging the limitations of both optimistic and pessimistic 
views. Developed in the 1980s and 1990s, the Developmental Pluralistic View rejects the idea that 
remittances strictly yield positive or negative outcomes in receiving countries, recognizing the 
complexity of the relationship between migration and development (De Haas, 2007; Adenutsi, 
2010). This pluralistic perspective highlights the need for new theories that consider various ways 
in which remittances may affect recipient economies, emphasizing the intricate nature of the 
migration-development nexus (Taylor, 1999). Unlike overarching theories, the pluralistic view 
asserts that the impact of remittances is context-dependent, and no single theory can universally 
explain all outcomes.

 Stark's (1985) delineated four distinct motivations for the transfer of remittances: pure 
altruism, pure self-interest, investment, and tempered altruism. The concept of pure altruism 
encapsulates the migrants' selfless concern for the well-being of their families, particularly in 
times of financial decline (Acharya, 2021). The researcher postulated that remittances under the 
auspices of pure altruism escalate during periods of familial destitution. Conversely, self-interest 
as a motivation entails migrants perceiving remittances as investments, thereby envisaging future 
returns upon their repatriation. The insurance motivation posits remittances as financial safety nets 
for both migrants and their families, effectively mitigating risks in both host and home countries 
(Lubambu, 2014). Investment theory posits that families dispatch migrants as a means to augment 
their overall income, thus considering remittances as dividends on their investment in the migrant, 
leading to an upsurge in remittances during periods of economic upturn. Brown (1997) highlights 
the propensity of migrants to amalgamate self-interest and altruism, primarily propelled by invest-
ment and asset accumulation motives, thereby illustrating a convoluted interplay of motivations in 
the realm of remittance behavior.

 Smith (1776) defined human capital as skills gained through experience, education, and 
training, which contribute to societal value. Valdero Gil (1970) found that remittances have a 
significant positive effect on health outcomes in Mexico, particularly for households without 
health insurance. Anten (2010) discovered that remittances have a substantial beneficial effect on 
the nutritional status of Ecuadorian children. Edwards and Ureta (2003) observed that remittances 
improve school retention in El Salvador more than other sources of income. Mansuri (2006) 
concluded that remittances positively affect human capital development and reduce gender-based 
education disparities in rural Pakistan. Acosta (2011) found that remittances decrease child labour 
and increase girls' school attendance in El Salvador. Hanushek (2013) argued that human capital is 
crucial for economic growth in developing nations. Koska et al. (2013) and Acharya and Gonzalez 
(2014) established significant correlations between remittances and human capital development in 
Egyptian and Nepalese children. Headey and Hoddinott (2015) attributed reduced childhood 
malnutrition in Nepal to migrant remittances. Bouoiyour et al. (2016) found that Moroccan house-
holds receiving remittances have increased school attendance. Binci and Giannelli (2018) conclud-
ed that remittances improve children's access to education and reduce child labour in Vietnam. 
These studies collectively highlight the important role of remittances in enhancing human capital 
and contributing to societal development.

 Agriculture is the main source of income in many developing countries, and low labour 
productivity is a major factor in the pervasive rural poverty (Geffersa, 2023). Lucas (1987) identi-
fied both the short- and long-term socioeconomic effects of migration and remittances, pointing 
out that remittance spending and investment eventually had beneficial results despite early nega-
tive effects on labour availability. Studies on migration to South Africa's mines found that 
although migration short-term decreased grain yields, remittance-driven investments eventually 
increased productivity and cattle accumulation, leading to greater salaries at home. Maharjan et al. 
(2013) discovered that migration reduced family labour at farms in Nepal's Western hills, but 
remittances alleviated capital constraints without affecting necessary farming inputs. On the other 
hand, Huy and Nonneman (2015) investigated how migration affected Vietnam's agricultural 
output and came to the conclusion that remittances made up for the loss of workers, encouraging 
greater investment and output in the sector. This demonstrates the complex ways that migration 
and remittances affect the dynamics of agriculture in developing nations. Limited research exists 
on the impact of remittances on household spending patterns in Nepal, particularly in Pokhara 
Metropolitan. Despite numerous studies on remittance effects globally, little attention has been 
given to Nepalese spending habits. Addressing gaps in the literature, it seeks to shed light on the 
consequences of remittances on spending patterns, providing insights into micro and macroeco-
nomic impacts not extensively covered in existing research.

Methods and Materials

 This study focuses on examining the social and economic consequences of remittance on 
house holds in Pokhara Metropolitan City. It analyzes the spending patterns of remittance-receiv-
ing and non-receiving families in various household activities. The study uses a descriptive cum 
comparative research design and collects data from respondents through questionnaires. It also 
employs a comparative research methodology to compare the spending pattern of remittance-re-
ceiving and non-receiving families. The core data for the study come from respondents' question-

naire responses. The study population consists of families in ward number 14 of the Pokhara 
Metropolitan city. A pilot survey was conducted to determine the sample size, with 15 percent of 
households receiving remittance and 85 percent not receiving remittance. The sample size for the 
study was determined using the formula for an infinite population sampling technique. A sample 
size of 200 houses was chosen for the multivariate analysis, with 100 samples from each group. 
Convenience and snowball sampling methods were used for sample selection. The study uses 
quantitative nature of data, from primary sources through structured questionnaire. Both descrip-
tive and inferential analysis have been used as analytical techniques. Descriptive analysis helps in 
summarizing data points to identify patterns. It is a crucial step in statistical data analysis. Inferen-
tial analysis generalizes sample results to the population. Descriptive statistical tools used in the 
study include frequency, percentage, mean, median, and standard deviation. Mean difference was 
used to analyze income and consumption data. Inferential statistical tools used are the chi-square 
test and independent samples t-test.

Research Framework and Definition of Variables

 The following framework has been developed for conducting the research's core theme. It 
demonstrates how the various variables are related to one another.

 

1. Remittance Income  The money and other assets sent to the households of migrants are  
    referred to as remittance income.

    The number of family members who work overseas determines  
    how much money a home receives in remittances. The number of  
    family members who work overseas also supports the independent  
    variable remittance.

1.2  Remittance Amount The remittance amount establishes the income of households that  
    consistently receive remittance revenue, which serves as the   
    primary funding source for household expenses.
    Remittance frequency also assesses how much money households  

    regularly get in remittances. Remittance frequency as a percentage  
    of annual household income indicates how much money a house 
    hold has to cover expenses.

2 Non- Remittance income Non-remittance income is the amount of money people earn   
    domestically or through businesses they run within a nation.
    Income of non- remittance receiving families depends on number  
    of domestic employment workers within a country.

    Heirlooms and family business generate income other then   
    employment and remittance for the family.

Dependent Variables

Results
 In particular, analysis of the data has been carried out per specific objectives, where 
patterns have been examined, evaluated, and conclusions are derived from them. Results have 
been chiefly presented as demographic data from study participants, descriptive statistics analysis, 
independent samples t-test results, and chi-square test findings that examined the influence of 
independent variables on dependent variables. 

 Table 2 shows the genders of the heads of the two research categories households that get 
remittances and those that do not. As per the data, more women-headed households with a mean 
age of 48 in families that received remittances, whereas more men-headed households with a mean 
age of 50 in families that did not get remittances. Due to male family members moving overseas 
for employment and other possibilities, there were more female household heads among the 
households who get remittances. 

Table 3
Independent Samples T-Test Between Remittance Receiving and Remittance Non- Receiving 
Households on Human Capital

Source: Field Survey, 2022 & SPSS output.

 The amount of money spent on human capital by families receiving remittances and those 
not receiving remittances were compared using independent samples t-tests. The test on health 
investment revealed variations in the scores that were statistically significant (t(df= 198)=14.01> 
critical value(1.96), p-value(0.000)< level of significance(0.05), with the mean score for remit-
tance-receiving families being higher (M=39,625, SD=20,267.949) than for remittance-non-re-

ceiving households (M=9,125, SD=7,943.42). The magnitude of the difference in the means 
(mean difference= 30,500.00) was significant. Similarly, the test for comparison of investment in 
education amongst the households showed significant differences (t (df= 179) =6.52, p=0.001) in 
the scores with the mean score for remittance-receiving families (M=93,136.36, SD= 42,920.72) 
which was higher than of remittance non receiving households (M= 55,483.87, SD= 34,474.82). 
The mean difference= 37,652.49 was significant as calculated t- value 6.52 > critical value (1.96) 
and p-value is less than level of significance i.e. (0.001<0.05). Hence, H1 is accepted, and the 
conclusion is drawn that the amount that both households invest in human capital through health 
and education differs significantly.

Table 4
 Remittance Receiving and Remittance Non- Receiving Households* Involvement in 
Agriculture Cross Tabulation, Chi-Square Test for Association Between Nature of Households 
and Involvement in Agriculture

Note: a. 0 cells (0.0%) have expected count less than 5. The minimum expected count is 41.50.
b. Computed only for a 2x2 table
c. *If P value (asymptotic significance) < 0.05, Correlation is significant.
Source: Field Survey, 2022 and SPSS output

 Table 4 shows that only 16 percent of the households receiving remittances are engaged in 
agriculture or farming, while 84% is not. Meanwhile, 67% of families that did not receive remit-
tances are engaged in farming and agriculture. A conclusion can be drawn that a higher proportion 
of households not getting remittances are engaged in farming and agriculture.
To test any association between the nature of households and involvement in agriculture and 
farming, a chi-square test was conducted which resulted in a significant association at a 5% 
significance level between the nature of households and involvement in agriculture and farming; 
[χ2(1,200)= 53.568, p-value 0.002<0.05] which supports second alternative hypothesis (H2) i.e. 
Labour migration for remittances has led to a lack of Labour, which has led to a decline in fami-
ly‘s involvement in farming and agriculture.

Discussion

 The primary objective of the study was to examine the socio-economic repercussions of 
remittances on households residing in Pokhara valley. To accomplish the overall purpose of the 
study, this main aim was further divided into two sub-aims. The initial objective of the study 
aimed to evaluate and compare the levels of investment in human capital, specifically in terms of 
health and education, between two categories of households: those receiving remittances and those 
not receiving remittances. To address the second objective and respond to the second research 
question, Hypothesis 2 (H2) was formulated.

 The first hypothesis asserts that there is a significant difference in the investment levels in 
health and education between the two types of households. The independent samples t-test 
indicates that households receiving remittances allocate a considerably higher amount of resources 
towards the healthcare and education of their family members compared to households that do not 
receive remittances. Moreover, a majority of remittance-receiving households opt for private 
hospitals for superior healthcare services and private schools for better education. On the other 
hand, households not receiving remittances rely on government or public hospitals for healthcare 
and send their children to government or public schools. The findings of this study align with 
numerous previous studies conducted on the same subject. Many studies emphasize the substantial 
variation in investment levels in human capital, with remittance-receiving families allocating 
higher expenditures towards the health and education of their family members compared to 
remittance-non-receiving families (Adams, 2006; Castaldo). Similarly, Mansuri (2006) showcased 
a significant positive impact of remittances on the accumulation of human capital in Pakistan. 

 Likewise, the second objective of this study was to investigate whether labour migration 
for remittances has resulted in a shortage of labour, subsequently leading to a decline in family 
engagement in farming and agriculture. The second hypothesis argues that there is indeed an 
association between the nature of households and their involvement in agriculture and farming, 
suggesting that labour migration for remittances has resulted in a decrease in labour availability 
and consequently reduced family participation in farming and agriculture. The chi-square test 
reveals the existence of an association between the nature of households (remittance receiving and 
remittance non-receiving) and their involvement in agriculture and farming. The NLSS-III (2011) 
study yielded similar findings to those of another study, indicating that emigration leading to a 
lack of workforce results in uncultivated land, decreased agricultural output, and the need to 
import food grains. Similarly, Maharjan et al. (2012) argue that the migration of a family member 
has resulted in a reduction in family labour input on farms in the Western hills of Nepal. However, 
Huy and Nonneman (2015) arrived at a contrasting conclusion in their survey, asserting that the 
migration of male family members actually led to a decrease in available male labour on the farm. 
This, in turn, led to an increase in female participation in farming and the potential utilization of 
remittances to address issues of food insecurity.

Conclusion and Implications

 The research's analyses and findings demonstrate that remittances from overseas have 
positive socio-economic ramifications on immigrant households. It can be inferred that remittance 

income has bolstered the purchasing power of recipient households, leading to an increase in their 
expenditure capacity. By this investigation, families receiving remittances allocate a greater 
portion of their resources to health and education services, which are regarded as investments in 
human capital in comparison to families not receiving remittances. The enhancement of the 
socio-economic status of recipient households has a significant positive impact. Nevertheless, the 
migration for the purpose of remittance has resulted in a decreased labour supply and increased 
reliance on remaining family members, negatively affecting involvement in agricultural activities. 
The study's narrow focus suggests that recipient households allocate more resources to household 
consumption and investment in human capital compared to families not receiving remittances. 
Further research is undoubtedly necessary to comprehensively examine and understand the 
socio-economic consequences of remittances on households, as the current analysis does not 
accurately portray the overall situation for the entire nation. Additionally, it was challenging to 
locate research on the motivation behind remittances during the investigation. Therefore, the 
motivation behind remittances may be a subject for further study and research.

 This investigation holds various implications for practitioners, academics, and policymak-
ers. It can be discussed as a basis for recommendations and areas of future research. As a develop-
ing country, Nepal heavily relies on remittances and subsistence farming. Due to the persistent 
underdevelopment of the industrial and production sectors, there has been an increase in imports 
and a decrease in exports. Despite the study asserting that remittances serve as a significant source 
of foreign exchange and are expanding in the national context, their primary use is to stabilize the 
balance of payments deficit rather than support capital development. Consequently, policymakers 
should formulate measures that can encourage remittance investments in the development of the 
domestic economy and national output, ultimately reducing import trends and balancing payment 
deficits shortly. Similar to how remittance income benefits society by elevating individual income 
and social status, it has had a profound impact on agricultural output. To utilize remittance funds 
to increase agricultural productivity and expand the industrial sector, the government should 
implement initiatives that support agricultural production, small domestic industries, and the 
creation of a robust market.

 THE CONTEMPORARY ERA of globalization witness-
es a significant expansion in migration, facilitating the flow of 
human capital among nations (Czaika & De Haas, 2014). This 
phenomenon, driven by remittances from migrant labour, trans-

 EMPOWERMENT OF WOMEN is an important issue for 
the development of the family and society. The sustainable devel-
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opment of the nation remains incomplete, keeping aside women in economic activities as they 
make up half of the total population. In the past, Nepalese women were confined to household 
activities including cooking, washing, cleaning, and caring the children. Gradually, they are 
stepping up to establish and run the enterprise which leads to their economic empowerment (Khan 
et al., 2017).

 Third-world feminist and women’s organizations raised the issue of women’s empower in 
1070s. The main goal of the movement was the equality of women through structural change in 
the social and political systems (United Nations, 2001). Different scholars defined women’s 
empowerment differently. However, the common notation of empowerment was established as 
competency development for making strategic choices and achieving the goal, whatever they 
attempt to succeed (Reddy, 2002).

 Empowering women economically is essential for their overall development. Entrepre-
neurship is the best way to achieve economic independence. Encouraging entrepreneurship and 
income-generating activities presents practical solutions for women's empowerment. Women gain 
the advantages of awareness-raising, education, knowledge, self-confidence, and technolo-
gy-friendly by engaging in income-generating activities through entrepreneurship (Sharma & 
Varma, 2008). Women’s entrepreneurship was viewed as a key vehicle for granting decision-mak-
ing power, self-dependency, and leadership opportunities (UNIFEM, 2000).

 Economic empowerment indicates equal participation in the existing market, access to 
decent work, controlling the productive resource, deciding the economic issues at all levels, from 
household to international forum, putting voice confidently, managing the time properly, and 
maintaining control over the bodies and meaningful participation in the economic decisions. 
Women’s economic empowerment and the reduction of the gender gap are crucial factors for the 
2030 agenda, and sustainable development (UN, 2020).

 In most societies, there exists a significant power disparity between men and women, with 
women having less control over resources and often receiving lower wages for their work. As a 
result, women's contributions to society often go unnoticed and undervalued, rendering them an 
"invisible" workforce. Unfortunately, these circumstances inevitably hinder women's ability to 
fully explore their potential, pursue growth and development, and achieve exceptional accomplish-
ments (Sharma & Varma, 2008).

 Gorkha is one of the developing districts situated in rural areas of Nepal, mostly with male 
dominance, which has systematically excluded women from equal participation in social activities. 
They were often marginalized and disadvantaged due to cultural norms, discriminatory practices, 
dependency on males, and lack of access to education, resources, and decision-making authority. 
Despite these challenges, there is a growing interest in entrepreneurship among women. 
Post-earthquake, over 30 organizations have been working to support women's entrepreneurship 
and empower them to overcome gender-based discrimination and gain economic independence. 
Through these efforts, rural women are moving towards greater empowerment and breaking down 
barriers to success (Womens, 2016). In this context, the primary aim of the study is to examine the 

forms the global economy and socio-cultural interdependence. Notably, migration from South 
Asia to developed countries has surged, a trend projected to endure. In Nepal, where the labour 
force comprises, 79.60 percent aged 15 to 64 (CEIC, 2021), 56 percent of households have the 
opportunity to receive remittances (NLSS-III, 2011), contributing almost 30 percent to the coun-
try's GDP (WBG, 2021). Remittance revenue is vital for Nepal's economic health, with receipts 
growing from 44.16 million US dollars in 1996 to 7795.56 million US dollars in 2020 (WBG, 
2021). Remittances, essential for developing nations, influence GDP expansion, impacting 
individual income, healthcare, and education (Alishani & Nushi, 2012). Migration-driven remit-
tances fueling economic growth, shaping socio-cultural ties, and enhancing individual welfare 
underscore the indispensable role of global migration in contemporary economies.

 Remittances, typically defined as a portion of a migrant's earnings sent to their country of 
origin, predominantly encompass financial transactions, although non-cash products are also 
considered (Pant, 2004). This term commonly denotes transfers made by migrant workers, yet it's 
crucial to recognize that refugees and migrants without the same legal status also contribute to 
remittances. The increasing flow of remittances from migrants addresses challenges in developing 
nations such as low employment, income rates, rising poverty, and unequal income distribution 
(Dhungana & Pandit, 2016). These financial inflows serve as a vital source of household income, 
alleviating poverty, elevating social standing, and facilitating economic stability. Remittances 
have evolved into a significant government funding source and a poverty eradication strategy, 
with substantial investments in trade and business, alongside conspicuous spending and durable 
goods (Edwards & Ureta; Acosta, 2011). Remittances, encompassing financial transactions from 
migrants, refugees, and those without legal status, play a pivotal role in alleviating poverty and 
fostering economic stability in developing nations.

 Globally, remittances totaled $605 billion, projected to rise by 4.2 percent to $630 billion 
by 2022 (WBG, 2021). Nepal, ranking top in South Asia and sixth globally, heavily relies on 
remittances, constituting 25 percent of its GDP (WBG, 2021). In the latest fiscal year, Nepal 
received NPR 699 billion (USD 6.56 billion) in remittances, representing over 25 percent of the 
country's GDP, marking the fourth-highest share worldwide (ADB, 2021). While remittances buoy 
the economy and elevate purchasing power, they also pose risks, such as the exodus of educated 
professionals seeking employment abroad, potentially resulting in a loss of valuable human 
resources developed with public investment.

 A growing number of Nepalese workers are departing the country in pursuit of employ-
ment abroad, driven by diminished job opportunities at home (Government of Nepal, 2022). The 
quantum of remittances is contingent on the country's conditions and the migrant count within a 
household, creating a reciprocal relationship between overseas job seekers and remittance inflow 
(Byanjanakar & Shakha, 2021). Economic stability prompts Nepalese labourers to seek opportuni-
ties abroad, prompted by recent violent conflicts and limited prospects domestically (Dahal, 2004). 
Migration and remittance patterns are prevalent in regions marked by political unrest, civil wars, 
economic downturns, low entrepreneurial investment, and economic slumps worldwide (Sirkeci et 
al., 2012). Remittance transfers to Nepal employ specific channels like SWIFT or demand drafts, 
with various established remittance providers such as International Money Express (IME), West-
ern Union, City Express, Himal Remit, Prabhu Remit, and Samsara Remit (WBG, 2021). The 

effect of women’s entrepreneurship on their empowerment in terms of decision-making authority, 
reduced dependency on males, increased income level, change in social perception, and employ-
ment generation in the Gorkha District, Nepal.
 

Literature Review

 Research has highlighted the importance of women's empowerment as the driving element 
for economic growth. It is also argued that increasing women's participation in entrepreneurship 
activities is crucial for developing countries to transform into developed countries. Such participa-
tion would help to utilize the human resources properly and generate income leading to improved 
quality of life as well (Singh & Gupta, 2013). Women’s entrepreneurship journey is viewed as a 
technique for getting rid of poverty and marching to equality. To bring Nepalese women into the 
main stream of the business sector, women’s empowerment is essential by providing leadership 
opportunities and participating in entrepreneurial networking systems (Bushell, 2008).

 Women’s entrepreneurship is now recognized as an essential driver of economic growth, 
innovation, and job creation. In addition, society has come to appreciate the unique perspective 
and innovative solutions that women entrepreneurs bring to the table were overlooked in the past 
and systematically denied the recognition they deserve (Sharma & Varma, 2008). Women entre-
preneurs are those women who are innovative, risk-takers, enjoy independence, seeking opportu-
nities for economic gain, and do not hesitate to take organizational and management responsibili-
ties (Timmons & Spinelli, 2009). Entrepreneurs can transform their ventures into new technolo-
gies, products, and markets. Independence and risk-taking qualities are essential for sustaining 
their enterprise from start-up to growth and expansion internationally (Chong & Teoh, 2007).

 Awareness is also increased about the significant barriers and challenges that women face 
in entrepreneurship, such as access to funding, mentorship, and networks. As a result, there is now 
more support and resources available for women entrepreneurs, including business incubators, 
accelerators, and grants. Previously, entrepreneurship was viewed as a male-dominated field, and 
women who entered the field faced numerous challenges and biases. However, with the increment 
of women entrepreneurs’ numbers and their success rate in business, social perception has shifted 
to a more positive and inclusive one (Ilie et al., 2021).

 The Landscape Study on Women Entrepreneurship found that women have achieved an 
improved status in their family after becoming financially independent. The study also revealed 
that most women tend to reinvest about 90% of their income into their families, i.e., into providing 
adequate nourishment for their families and educating their children, thereby contributing to better 
outcomes for their children and for future generations (EdelGive Foundation, 2020).

 After engaging in entrepreneurial ventures, it gives women both increased decision-mak-
ing authority and power. Women entrepreneurs can exercise more power in household decisions 
(Haugh & Talwar, 2016). Women-owned small enterprises have provided better distribution of 
resources and economic stability. They are playing an important role in creating employment 
opportunities and introducing innovation. They are also sources of inspiration for others. Small 

entrepreneurs are assumed as the means of entrepreneurship, economic development, and job 
creation (Taiwo et al., 2016)

 Women’s entrepreneurship contributes significantly to the social and economic well-being 
of the country. Banks and cooperatives provide financial support to women entrepreneurs, and 
their families encourage them in their business activities. Nepal has implemented policies to 
develop entrepreneurial skills among women, and vocational education and training programs 
have been launched to empower them (Khatri, 2022). Women’s status in Nepalese society has 
changed from time to time. Women have been regarded as a symbol of strength, knowledge, and 
wealth. Women’s economic empowerment and inclusive economic growth are fueled by girls’ and 
women’s educational attainment (Rijal, 2018).

 The Nepal government has taken some steps to encourage women's entrepreneurship, such 
as providing an easier procedure with a lower fee for registration. The Women's Entrepreneurship 
Development Fund has been serving with financial assistance and technical support to them. In 
addition to government services, several other organizations also provide support and resources to 
women entrepreneurs, such as training and networking opportunities, business development 
services, mentorship, and other services for their aspirations. By promoting women's entrepreneur-
ship in Gorkha, women empowered economically and became contributing members of the 
society to more inclusive economic growth in the region (Sapkota, 2020).

 Over time and because of the changes going on in the Gorkha district, young women are 
beginning increasingly involved in entrepreneurial activities and have started to be self-dependent. 
Women entrepreneurs’ contribution has increased to their immediate family budget and to the 
prosperity of the community. Women entrepreneurs are regarded as the most significant represen-
tatives of the financial growth of the country (Tambunan, 2009). Their role has been changed to 
the producers, owners, decision-makers, risk-takers, sellers, and innovators from households 
serving women. They also create employment opportunities and contribute to advancing the living 
standards of families. Nowadays, women use their potential and skills to supplement their family 
income. Women in Nepal, therefore, no longer need to wait for employment outside the home. 
They are capable starting their own venture and earning and improving their livelihood successful-
ly (Thapa Karki & Xheneti, 2018).

 The awareness of policymakers and planners has increased significantly towards women’s 
contribution to income generation and the effective performance of women’s activities. Nepali 
women are increasingly taking up entrepreneurial ventures, particularly in sectors such as agricul-
ture, tourism, and handicrafts (Rijal, 2018).

 The past evidence from the different countries shows that women's entrepreneurship is the 
means of women's empowerment in terms of social status improvement, wider networking, better 
education, and a better future (Khatri, 2022; Ilie et al., 2021; EdelGive Foundation, 2020; Rijal, 
2018; Sharma & Varma, 2008), and the emergence of women in self-employment and income 
generation through the establishment of their own enterprises is increasing (Womens, 2016). 
However, there is a lack of sufficient studies to verify the situation in the rural communities of 

Nepal. Therefore, the study on women's empowerment through entrepreneurship in Gorkha 
District is essential.

 The study variables are based on the literature review. The dependent variable is women’s 
empowerment (accessibility of better health service, education opportunity, getting chance of 
leadership role and improvement on the confidence level). The independent variable is women 
empowerment that comprises the increase in income level of women, a change in social percep-
tion, reduction independency on male, employment generation, decision-making authority. The 
following framework shows the how independent variables affect the successful utilization of 
entrepreneurship development.

Figure 1
Conceptual framework

Based on the objectives of the study, theoretical and empirical literature review of the study 
following hypothesis are developed.
H01: There is significant relationship between increase in income level of women and women 
empowerment.
H02: There is significant relationship between change in social perception and women empower-
ment.
H03: There is significant relationship between reduced women dependency and women empower-
ment.
H04: There is significant relationship between self-employment and women empowerment.
H05: There is significant relationship between increase in decision making role and women 
empowerment.

Methods
 The research was descriptive and explanatory in nature. It was conducted in Gorkha 
district, Nepal, mainly in Gorkha Bazaar, Dandidana, 12 Kilo, Chatturkhola, Palungtaar, Chepetar, 
Vachhek Bazaar, and Aarughaat. The study was based on the women empowerment through 
entrepreneurship in Gorkha. So, 150 women entrepreneurs were purposively selected as a sample 
respondent. This research was based on the primary survey. The data was collected by formulating 
a set of research-administered questionnaires that were distributed to women entrepreneurs in the 
study area. The questionnaire includes Section A with demographic information about the respon-
dents like age, marital status, income level, education, etc. and section B with a five-point Likert 
scale (Strongly Disagree-1, Disagree-2, Neutral-3, Agree-4, Strongly Agree-5) with statements 
related to independent and dependent variables. The researchers used both descriptive as well as 
inferential statistics for data analysis. Descriptive statistics such as frequency percentage distribu-
tion were used to measure the characteristics of the respondents; exploratory factor analysis (EFA) 
was used to extract specific items from the dataset that are associated with each construct and 
partial least squares structural equation modeling (PLS-SEM) was used to measure the relation-
ship between independent variables and dependent variables.

Results and Discussion

1 Demographic Status of Women Entrepreneurship
 Age, eduction, marital status, family structure and income level of respondents is analyzed 
as shown in table 1.
Table 1
Socio-Demographic Profile

 Table 1 gives the insights into the demographic characteristics of the study population. 
The age group category illustrates a diverse age distribution, with the majority falling within the 
21-30 and 31-40 age ranges, representing 38.7% and 40% of the sample, respectively. In terms of 
education, the data reveals a relatively high level of education, with 46.7% having completed their 
10+2 and 12.7% being graduates. However, a notable portion (39.3%) has a high school education 
or lower. Marital status shows that a substantial majority (79.3%) are married, while family 
structure highlights a prevalence of nuclear families (73.3%). Monthly family income demon-
strates a wide range, with the largest group earning between 20000-30000 (29.3%) and a signifi-
cant proportion (26.7%) earning above 50000.

2 Exploratory Factor Analysis (EFA)

 In this study, total 28 items were used to measure the independent and dependent 
variables. Income level includes four items – IL1, IL2, IL3, and IL4, social perception includes 
five items – SP1, SP2, SP3, SP4, and SP5, reduced dependency includes four items – RD1, RD2, 
RD3, and RD4, employment gereration includes four items – EG1, EG2, EG3, and EG4, decision 
making includes five items – DM1, DM2, DM3, DM4, and DM5 and women empowerment 
includes six items – WE1, WE2, WE3, WE4, WE5, and WE6. EFA was run independently for 
each construct. The results of EFA is given in Table 2.
Table 2.

 Table 2 shows the summary of result of EFA for all six constructs used in this study. The 
KMO value assesses the suitability of data for factor analysis. In your analysis, all KMO values 
are above 0.5, which suggests that your data is suitable for EFA. Similarly, Bartlett's Test assesses 
whether the correlations among the variables are significantly different from an identity matrix. As 
per the analysis result, all p-values are very close to 0, which indicates that the data is appropriate 
for EFA. Furthermore, the items column indicates which specific items from the dataset are 
associated with each construct after EFA and % of variance explained shows the variance in the 
data explained by the underlying factor. Income Level includes four items (IL1, IL2, IL3, and IL4) 
and it explains 51.03 % of variance. Likewise, change in social perception includes three items 
(SP1, SP2, and SP3) and explains 56 % of variance, reduced dependency includes three items 
(RD1, RD2, and RD3) and explains 57.33 % of variance, employment generation includes three 

items (EG1, EG2, and EG4) and explains 60.15 % of variance, decision making includes four 
items (DM1, DM2, DM3, and DM4) and explains 51.79 % of variance, and women empowerment 
includes three items (WE3, WE5, and WE6) and explains 62.23 % of variance.

4.3 Structural Equation Modeling
 
 After EFA, the researchers used partial least square – structural equation modeling 
(PLS-SEM) to see the relationship between independent variables and dependent variable. This 
includes two model – Measurement Model and Structural Model. In measurement model, it was 
checked the reliability and the validity of the construct. After assessing the reliability and validity 
of the contruct, structural model was run.

3.1 Assessment of Constructs’ Reliability and Validity

 Reliabilty was checked using Cronbach’s alpha and composite reliability, convergent 
validity was assessed using Average Variance Extracted (AVE) and discriminant validity was 
assessed using Fornell and Lacker’s criteria, and HTMT ratio.

 Table 3 presents the result of construct reliability and convergent validity. Here Cron-
bach's Alpha and Composite Reliability are used to measure the construct reliability and AVE is 
used to assess the convergent validity. Table reveals that all the Cronbach’s alpha values are above 
0.60 and range between 0.601 and 0.713. Similarly, all composite reliability values are above 0.70 
and ranging from 0.790 to 0.840. This indicates that the constructs are highly reliable. Further-
more, AVE values in the range of 0.487 to 0.636 also affirm the convergent validity.
Table 4 

 Table 4 presents the result of Fornell and Larcker's criteria used to assess discriminant 
validity. The diagonal values represent the square root of the Average Variance Extracted (AVE) 
and other values represent the correlation coefficeint between the constructs. Here, the square root 
of the AVE for SP is 0.748, DM is 0.715, EG is 0.797, IL is 0.707, RD is 0.698, and WE is 0.783, 
which are greater than its correlations with other constructs, it satisfies the criteria for discriminant 
validity.

 Table 5 presents the result of Heterotrait-Monotrait (HTMT) ratios, used to measure 
discriminant validity. Here all the values are less than 0.85, which suggests that these constructs 
(SP, DM, EG, IL, RD, WE) exhibit satisfactory discriminant validity.

3.2 Structural Model

 After confirmation of reliability and validity of the constucts, path analysis was 
performed. Figure 2 depicts the path diagram and Table 6 exihibits the result of path analysis.
Figure 2 
Path Diagram

 
 Table 6 shows the results of the path analysis that show the relationships between various 
independent variables (Change in Social Perception, Decision Making, Employment Generation, 
Income Level, Reduced Dependency) and their impact on the dependent variable Women Empow-
erment. In this analysis, decision making (beta = 0.227, t-stat = 3.011 and p-value = 0.003), 
employment generation (beta = 0.293, t-stat = 3.299 and p-value = 0.001), and income level (beta 
= 0.271, t-stat = 2.472 and p-value = 0.013) have statistically significant and positive effects on 
women empowerment. This suggests that improvements in Decision Making, Employment 
Generation, and Income Level are associated with increased Women Empowerment. However, 
change in social perception and reduced dependency is not statistically significant and does not 
appear to influence Women Empowerment significantly. 

Conclusion

 This study provides insights into which factors have a substantial impact on Women 
Empowerment through entrepreneurship in Gorkha district, Nepal. The study considered women's 
empowerment as the dependent variable, while income level, social perception, reduced depen-
dency on male, employment creation, and decision-making authority were used as independent 
variables. Based on the study's results, it can be concluded that women entrepreneurship through 
change in income level, employment creation, and improvement in decision-making has a positive 
and significant impact on women's empowerment. This indicates that increased income, self-em-
ployment, and decision-making power contribute to women's empowerment in society. While 
change in social perception and reduced dependency on male have no significant association with 
women empowerment. This research not only provides valuable insights for policymakers and 
practitioners but also reinforces the requirement of supporting women's entrepreneurship to 
promote women’s empowerment.

traditional "Hundi" practice of informal money transfers persists in Nepalese society. The global 
economic impact of the Covid-19 outbreak has disproportionately affected Nepalese migrant 
workers, especially those in tourism, hospitality, and construction, leading to financial crises for 
many (Study et al., n.d.). The post-pandemic repercussions continue to impact Nepal's economy.

 Pokhara, the second-largest valley in Nepal's hilly region, situated in the Western part and 
part of the Gandaki Province, boasts cultural diversity with Gurungs, Brahmins & Kshetris, 
Newars, Thakalis, Magar, and other occupational castes. Gurungs dominate the city, particularly 
in-migrant communities, making Pokhara the leading remittance recipient (WBG, 2021). Many 
Pokhara residents migrate globally for employment, notably to Hong Kong, Malaysia, Australia, 
America, Japan, Korea, Canada, Saudi, Dubai, Qatar, and India. The impact of remittance flows in 
Pokhara sparks a longstanding debate, with studies suggesting both positive effects on livelihoods 
and negative consequences on agriculture. Given Nepal's significant remittance reception, studies 
on its social and economic implications, especially on migrant households, are imperative. This 
study proposes to scrutinize remittance-receiving and non-receiving families in Pokhara, compar-
ing their consumption patterns, human capital investments, and agricultural involvement. The 
research objectives of this study are to analyze the social and economic consequences of remit-
tance on households in Pokhara Valley by accessing and comparing the level of investment for 
human capital improvement between remittance-receiving and remittance-non-receiving house-
holds and to identify if Labour migration in remittance recipient households has led to a lack of 
Labour, which has led to a decline in family’s involvement in farming and agriculture?

Hypotheses
The following hypotheses have been used to validate the test.

H1 :  There is a significant difference in investment level for human capital improvement   
 between remittance recipients and non-recipient households.

H2:  Labour migration in remittance recipient households has led to a lack of Labour, which  
 has led to a decline in family’s involvement in farming and agriculture.

Literature Review

 As per the sixth edition of the Balance of Payments and International Investment Position 
Manual (BPM6), remittances establish an economic link between migrants and their families in 
their country of origin (Study et al., n.d.). The movement of individuals to other countries, whether 
temporary or permanent, facilitates the generation of income that is wholly or partially transferred 
back to the home economies through formal channels like recordable electronic systems or infor-
mal means, such as trusted friends carrying cash (Mashayekhi et al., 2013). Remittance categories 
include compensations of employees, workers' remittances, and migrants' transfers as defined by 
the balance of payment manual.

 Regarding the impact of remittances on the economic development of recipient countries, 
three influential theories need consideration. The Developmental Optimistic School, predominant 
in the 1950s and 1960s, posits that migration leads to North-South transfers of investment capital 

and exposure to liberal, rational, and democratic ideas, fostering development in recipient nations 
(Adenutsi, 2010). In contrast, the Developmental Pessimistic School emerged in the late 1960s, 
suggesting that migration and remittances may not lead to sustainable development. This perspec-
tive argues that the brain drain from developing countries results in a loss of human capital not 
compensated by remittance benefits (Beine et al., 2001; Acosta, 2011). Additionally, it contends 
that remittances may not be invested productively, potentially causing inflation, loss of competi-
tiveness, and increased imports, challenging the recipient's decisions and creating the possibility of 
the Dutch disease (Taylor, 1999; Chami et al., 2008; Imai et al., 2014).

 Furthermore, heightened openness is likely to foster greater integration between the 
remittance-receiving country and the global community, thereby amplifying imports (De Haas, 
2007). This integration may contribute to a cycle of growing dependency, as argued by De Haas 
(2007). The pessimistic school contends that remittances may lead to a decline in labour supply, 
with individuals substituting work-associated earnings for remittance income, potentially reducing 
the labour force (Chami et al., 2008). This substitution effect could result in individuals choosing 
leisure and alternative non-work-related activities over employment (Barajas et al., 2011; Imai et 
al., 2014). Another concern is the potential increase in corruption associated with remittances, as 
the influx of remittance income may make corrupt practices less costly for the government, 
leading to a rise in corruption levels (Abdih et al., 2008). In this perspective, remittances act as a 
buffer between the populace and the government, exacerbating issues related to moral hazards 
(Anaynwu & Erhijakpor, 2010). A third viewpoint, inspired by the Remittances Development 
Pluralists, offers a stance by acknowledging the limitations of both optimistic and pessimistic 
views. Developed in the 1980s and 1990s, the Developmental Pluralistic View rejects the idea that 
remittances strictly yield positive or negative outcomes in receiving countries, recognizing the 
complexity of the relationship between migration and development (De Haas, 2007; Adenutsi, 
2010). This pluralistic perspective highlights the need for new theories that consider various ways 
in which remittances may affect recipient economies, emphasizing the intricate nature of the 
migration-development nexus (Taylor, 1999). Unlike overarching theories, the pluralistic view 
asserts that the impact of remittances is context-dependent, and no single theory can universally 
explain all outcomes.

 Stark's (1985) delineated four distinct motivations for the transfer of remittances: pure 
altruism, pure self-interest, investment, and tempered altruism. The concept of pure altruism 
encapsulates the migrants' selfless concern for the well-being of their families, particularly in 
times of financial decline (Acharya, 2021). The researcher postulated that remittances under the 
auspices of pure altruism escalate during periods of familial destitution. Conversely, self-interest 
as a motivation entails migrants perceiving remittances as investments, thereby envisaging future 
returns upon their repatriation. The insurance motivation posits remittances as financial safety nets 
for both migrants and their families, effectively mitigating risks in both host and home countries 
(Lubambu, 2014). Investment theory posits that families dispatch migrants as a means to augment 
their overall income, thus considering remittances as dividends on their investment in the migrant, 
leading to an upsurge in remittances during periods of economic upturn. Brown (1997) highlights 
the propensity of migrants to amalgamate self-interest and altruism, primarily propelled by invest-
ment and asset accumulation motives, thereby illustrating a convoluted interplay of motivations in 
the realm of remittance behavior.

 Smith (1776) defined human capital as skills gained through experience, education, and 
training, which contribute to societal value. Valdero Gil (1970) found that remittances have a 
significant positive effect on health outcomes in Mexico, particularly for households without 
health insurance. Anten (2010) discovered that remittances have a substantial beneficial effect on 
the nutritional status of Ecuadorian children. Edwards and Ureta (2003) observed that remittances 
improve school retention in El Salvador more than other sources of income. Mansuri (2006) 
concluded that remittances positively affect human capital development and reduce gender-based 
education disparities in rural Pakistan. Acosta (2011) found that remittances decrease child labour 
and increase girls' school attendance in El Salvador. Hanushek (2013) argued that human capital is 
crucial for economic growth in developing nations. Koska et al. (2013) and Acharya and Gonzalez 
(2014) established significant correlations between remittances and human capital development in 
Egyptian and Nepalese children. Headey and Hoddinott (2015) attributed reduced childhood 
malnutrition in Nepal to migrant remittances. Bouoiyour et al. (2016) found that Moroccan house-
holds receiving remittances have increased school attendance. Binci and Giannelli (2018) conclud-
ed that remittances improve children's access to education and reduce child labour in Vietnam. 
These studies collectively highlight the important role of remittances in enhancing human capital 
and contributing to societal development.

 Agriculture is the main source of income in many developing countries, and low labour 
productivity is a major factor in the pervasive rural poverty (Geffersa, 2023). Lucas (1987) identi-
fied both the short- and long-term socioeconomic effects of migration and remittances, pointing 
out that remittance spending and investment eventually had beneficial results despite early nega-
tive effects on labour availability. Studies on migration to South Africa's mines found that 
although migration short-term decreased grain yields, remittance-driven investments eventually 
increased productivity and cattle accumulation, leading to greater salaries at home. Maharjan et al. 
(2013) discovered that migration reduced family labour at farms in Nepal's Western hills, but 
remittances alleviated capital constraints without affecting necessary farming inputs. On the other 
hand, Huy and Nonneman (2015) investigated how migration affected Vietnam's agricultural 
output and came to the conclusion that remittances made up for the loss of workers, encouraging 
greater investment and output in the sector. This demonstrates the complex ways that migration 
and remittances affect the dynamics of agriculture in developing nations. Limited research exists 
on the impact of remittances on household spending patterns in Nepal, particularly in Pokhara 
Metropolitan. Despite numerous studies on remittance effects globally, little attention has been 
given to Nepalese spending habits. Addressing gaps in the literature, it seeks to shed light on the 
consequences of remittances on spending patterns, providing insights into micro and macroeco-
nomic impacts not extensively covered in existing research.

Methods and Materials

 This study focuses on examining the social and economic consequences of remittance on 
house holds in Pokhara Metropolitan City. It analyzes the spending patterns of remittance-receiv-
ing and non-receiving families in various household activities. The study uses a descriptive cum 
comparative research design and collects data from respondents through questionnaires. It also 
employs a comparative research methodology to compare the spending pattern of remittance-re-
ceiving and non-receiving families. The core data for the study come from respondents' question-

naire responses. The study population consists of families in ward number 14 of the Pokhara 
Metropolitan city. A pilot survey was conducted to determine the sample size, with 15 percent of 
households receiving remittance and 85 percent not receiving remittance. The sample size for the 
study was determined using the formula for an infinite population sampling technique. A sample 
size of 200 houses was chosen for the multivariate analysis, with 100 samples from each group. 
Convenience and snowball sampling methods were used for sample selection. The study uses 
quantitative nature of data, from primary sources through structured questionnaire. Both descrip-
tive and inferential analysis have been used as analytical techniques. Descriptive analysis helps in 
summarizing data points to identify patterns. It is a crucial step in statistical data analysis. Inferen-
tial analysis generalizes sample results to the population. Descriptive statistical tools used in the 
study include frequency, percentage, mean, median, and standard deviation. Mean difference was 
used to analyze income and consumption data. Inferential statistical tools used are the chi-square 
test and independent samples t-test.

Research Framework and Definition of Variables

 The following framework has been developed for conducting the research's core theme. It 
demonstrates how the various variables are related to one another.

 

1. Remittance Income  The money and other assets sent to the households of migrants are  
    referred to as remittance income.

    The number of family members who work overseas determines  
    how much money a home receives in remittances. The number of  
    family members who work overseas also supports the independent  
    variable remittance.

1.2  Remittance Amount The remittance amount establishes the income of households that  
    consistently receive remittance revenue, which serves as the   
    primary funding source for household expenses.
    Remittance frequency also assesses how much money households  

    regularly get in remittances. Remittance frequency as a percentage  
    of annual household income indicates how much money a house 
    hold has to cover expenses.

2 Non- Remittance income Non-remittance income is the amount of money people earn   
    domestically or through businesses they run within a nation.
    Income of non- remittance receiving families depends on number  
    of domestic employment workers within a country.

    Heirlooms and family business generate income other then   
    employment and remittance for the family.

Dependent Variables

Results
 In particular, analysis of the data has been carried out per specific objectives, where 
patterns have been examined, evaluated, and conclusions are derived from them. Results have 
been chiefly presented as demographic data from study participants, descriptive statistics analysis, 
independent samples t-test results, and chi-square test findings that examined the influence of 
independent variables on dependent variables. 

 Table 2 shows the genders of the heads of the two research categories households that get 
remittances and those that do not. As per the data, more women-headed households with a mean 
age of 48 in families that received remittances, whereas more men-headed households with a mean 
age of 50 in families that did not get remittances. Due to male family members moving overseas 
for employment and other possibilities, there were more female household heads among the 
households who get remittances. 

Table 3
Independent Samples T-Test Between Remittance Receiving and Remittance Non- Receiving 
Households on Human Capital

Source: Field Survey, 2022 & SPSS output.

 The amount of money spent on human capital by families receiving remittances and those 
not receiving remittances were compared using independent samples t-tests. The test on health 
investment revealed variations in the scores that were statistically significant (t(df= 198)=14.01> 
critical value(1.96), p-value(0.000)< level of significance(0.05), with the mean score for remit-
tance-receiving families being higher (M=39,625, SD=20,267.949) than for remittance-non-re-

ceiving households (M=9,125, SD=7,943.42). The magnitude of the difference in the means 
(mean difference= 30,500.00) was significant. Similarly, the test for comparison of investment in 
education amongst the households showed significant differences (t (df= 179) =6.52, p=0.001) in 
the scores with the mean score for remittance-receiving families (M=93,136.36, SD= 42,920.72) 
which was higher than of remittance non receiving households (M= 55,483.87, SD= 34,474.82). 
The mean difference= 37,652.49 was significant as calculated t- value 6.52 > critical value (1.96) 
and p-value is less than level of significance i.e. (0.001<0.05). Hence, H1 is accepted, and the 
conclusion is drawn that the amount that both households invest in human capital through health 
and education differs significantly.

Table 4
 Remittance Receiving and Remittance Non- Receiving Households* Involvement in 
Agriculture Cross Tabulation, Chi-Square Test for Association Between Nature of Households 
and Involvement in Agriculture

Note: a. 0 cells (0.0%) have expected count less than 5. The minimum expected count is 41.50.
b. Computed only for a 2x2 table
c. *If P value (asymptotic significance) < 0.05, Correlation is significant.
Source: Field Survey, 2022 and SPSS output

 Table 4 shows that only 16 percent of the households receiving remittances are engaged in 
agriculture or farming, while 84% is not. Meanwhile, 67% of families that did not receive remit-
tances are engaged in farming and agriculture. A conclusion can be drawn that a higher proportion 
of households not getting remittances are engaged in farming and agriculture.
To test any association between the nature of households and involvement in agriculture and 
farming, a chi-square test was conducted which resulted in a significant association at a 5% 
significance level between the nature of households and involvement in agriculture and farming; 
[χ2(1,200)= 53.568, p-value 0.002<0.05] which supports second alternative hypothesis (H2) i.e. 
Labour migration for remittances has led to a lack of Labour, which has led to a decline in fami-
ly‘s involvement in farming and agriculture.

Discussion

 The primary objective of the study was to examine the socio-economic repercussions of 
remittances on households residing in Pokhara valley. To accomplish the overall purpose of the 
study, this main aim was further divided into two sub-aims. The initial objective of the study 
aimed to evaluate and compare the levels of investment in human capital, specifically in terms of 
health and education, between two categories of households: those receiving remittances and those 
not receiving remittances. To address the second objective and respond to the second research 
question, Hypothesis 2 (H2) was formulated.

 The first hypothesis asserts that there is a significant difference in the investment levels in 
health and education between the two types of households. The independent samples t-test 
indicates that households receiving remittances allocate a considerably higher amount of resources 
towards the healthcare and education of their family members compared to households that do not 
receive remittances. Moreover, a majority of remittance-receiving households opt for private 
hospitals for superior healthcare services and private schools for better education. On the other 
hand, households not receiving remittances rely on government or public hospitals for healthcare 
and send their children to government or public schools. The findings of this study align with 
numerous previous studies conducted on the same subject. Many studies emphasize the substantial 
variation in investment levels in human capital, with remittance-receiving families allocating 
higher expenditures towards the health and education of their family members compared to 
remittance-non-receiving families (Adams, 2006; Castaldo). Similarly, Mansuri (2006) showcased 
a significant positive impact of remittances on the accumulation of human capital in Pakistan. 

 Likewise, the second objective of this study was to investigate whether labour migration 
for remittances has resulted in a shortage of labour, subsequently leading to a decline in family 
engagement in farming and agriculture. The second hypothesis argues that there is indeed an 
association between the nature of households and their involvement in agriculture and farming, 
suggesting that labour migration for remittances has resulted in a decrease in labour availability 
and consequently reduced family participation in farming and agriculture. The chi-square test 
reveals the existence of an association between the nature of households (remittance receiving and 
remittance non-receiving) and their involvement in agriculture and farming. The NLSS-III (2011) 
study yielded similar findings to those of another study, indicating that emigration leading to a 
lack of workforce results in uncultivated land, decreased agricultural output, and the need to 
import food grains. Similarly, Maharjan et al. (2012) argue that the migration of a family member 
has resulted in a reduction in family labour input on farms in the Western hills of Nepal. However, 
Huy and Nonneman (2015) arrived at a contrasting conclusion in their survey, asserting that the 
migration of male family members actually led to a decrease in available male labour on the farm. 
This, in turn, led to an increase in female participation in farming and the potential utilization of 
remittances to address issues of food insecurity.

Conclusion and Implications

 The research's analyses and findings demonstrate that remittances from overseas have 
positive socio-economic ramifications on immigrant households. It can be inferred that remittance 

income has bolstered the purchasing power of recipient households, leading to an increase in their 
expenditure capacity. By this investigation, families receiving remittances allocate a greater 
portion of their resources to health and education services, which are regarded as investments in 
human capital in comparison to families not receiving remittances. The enhancement of the 
socio-economic status of recipient households has a significant positive impact. Nevertheless, the 
migration for the purpose of remittance has resulted in a decreased labour supply and increased 
reliance on remaining family members, negatively affecting involvement in agricultural activities. 
The study's narrow focus suggests that recipient households allocate more resources to household 
consumption and investment in human capital compared to families not receiving remittances. 
Further research is undoubtedly necessary to comprehensively examine and understand the 
socio-economic consequences of remittances on households, as the current analysis does not 
accurately portray the overall situation for the entire nation. Additionally, it was challenging to 
locate research on the motivation behind remittances during the investigation. Therefore, the 
motivation behind remittances may be a subject for further study and research.

 This investigation holds various implications for practitioners, academics, and policymak-
ers. It can be discussed as a basis for recommendations and areas of future research. As a develop-
ing country, Nepal heavily relies on remittances and subsistence farming. Due to the persistent 
underdevelopment of the industrial and production sectors, there has been an increase in imports 
and a decrease in exports. Despite the study asserting that remittances serve as a significant source 
of foreign exchange and are expanding in the national context, their primary use is to stabilize the 
balance of payments deficit rather than support capital development. Consequently, policymakers 
should formulate measures that can encourage remittance investments in the development of the 
domestic economy and national output, ultimately reducing import trends and balancing payment 
deficits shortly. Similar to how remittance income benefits society by elevating individual income 
and social status, it has had a profound impact on agricultural output. To utilize remittance funds 
to increase agricultural productivity and expand the industrial sector, the government should 
implement initiatives that support agricultural production, small domestic industries, and the 
creation of a robust market.

 THE CONTEMPORARY ERA of globalization witness-
es a significant expansion in migration, facilitating the flow of 
human capital among nations (Czaika & De Haas, 2014). This 
phenomenon, driven by remittances from migrant labour, trans-

 EMPOWERMENT OF WOMEN is an important issue for 
the development of the family and society. The sustainable devel-
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forms the global economy and socio-cultural interdependence. Notably, migration from South 
Asia to developed countries has surged, a trend projected to endure. In Nepal, where the labour 
force comprises, 79.60 percent aged 15 to 64 (CEIC, 2021), 56 percent of households have the 
opportunity to receive remittances (NLSS-III, 2011), contributing almost 30 percent to the coun-
try's GDP (WBG, 2021). Remittance revenue is vital for Nepal's economic health, with receipts 
growing from 44.16 million US dollars in 1996 to 7795.56 million US dollars in 2020 (WBG, 
2021). Remittances, essential for developing nations, influence GDP expansion, impacting 
individual income, healthcare, and education (Alishani & Nushi, 2012). Migration-driven remit-
tances fueling economic growth, shaping socio-cultural ties, and enhancing individual welfare 
underscore the indispensable role of global migration in contemporary economies.

 Remittances, typically defined as a portion of a migrant's earnings sent to their country of 
origin, predominantly encompass financial transactions, although non-cash products are also 
considered (Pant, 2004). This term commonly denotes transfers made by migrant workers, yet it's 
crucial to recognize that refugees and migrants without the same legal status also contribute to 
remittances. The increasing flow of remittances from migrants addresses challenges in developing 
nations such as low employment, income rates, rising poverty, and unequal income distribution 
(Dhungana & Pandit, 2016). These financial inflows serve as a vital source of household income, 
alleviating poverty, elevating social standing, and facilitating economic stability. Remittances 
have evolved into a significant government funding source and a poverty eradication strategy, 
with substantial investments in trade and business, alongside conspicuous spending and durable 
goods (Edwards & Ureta; Acosta, 2011). Remittances, encompassing financial transactions from 
migrants, refugees, and those without legal status, play a pivotal role in alleviating poverty and 
fostering economic stability in developing nations.

 Globally, remittances totaled $605 billion, projected to rise by 4.2 percent to $630 billion 
by 2022 (WBG, 2021). Nepal, ranking top in South Asia and sixth globally, heavily relies on 
remittances, constituting 25 percent of its GDP (WBG, 2021). In the latest fiscal year, Nepal 
received NPR 699 billion (USD 6.56 billion) in remittances, representing over 25 percent of the 
country's GDP, marking the fourth-highest share worldwide (ADB, 2021). While remittances buoy 
the economy and elevate purchasing power, they also pose risks, such as the exodus of educated 
professionals seeking employment abroad, potentially resulting in a loss of valuable human 
resources developed with public investment.

 A growing number of Nepalese workers are departing the country in pursuit of employ-
ment abroad, driven by diminished job opportunities at home (Government of Nepal, 2022). The 
quantum of remittances is contingent on the country's conditions and the migrant count within a 
household, creating a reciprocal relationship between overseas job seekers and remittance inflow 
(Byanjanakar & Shakha, 2021). Economic stability prompts Nepalese labourers to seek opportuni-
ties abroad, prompted by recent violent conflicts and limited prospects domestically (Dahal, 2004). 
Migration and remittance patterns are prevalent in regions marked by political unrest, civil wars, 
economic downturns, low entrepreneurial investment, and economic slumps worldwide (Sirkeci et 
al., 2012). Remittance transfers to Nepal employ specific channels like SWIFT or demand drafts, 
with various established remittance providers such as International Money Express (IME), West-
ern Union, City Express, Himal Remit, Prabhu Remit, and Samsara Remit (WBG, 2021). The 

Financial services, because of their intermediary role, have the power to encourage businesses, 
and individuals from engaging in unsustainable behaviors (Louche et al., 2019). Due to their 
substantial influence, impact, and effects on both the social and environmental aspects, these 
financial institutions are required to address various social and environmental challenges, while 
actively and extensively participating in a multitude of sustainable practices (Zimmermann, 2019). 
Sustainable banks are those financial institutions that give high priorities to social development, 
environmental management, financial inclusion, financial literacy, and energy efficiency in their 
core business operations (Kumar & Prakash, 2019). Sustainable organizations also promote and 
encourage their employees to utilize public transportation means, facilitating and ensuring access 
to individuals with disabilities, and deliberately selecting and opting for suppliers and partners 
who adhere to and comply with stringent environmental and social principles and standards 
(Weber, 2005). Thus, sustainable banking is an emerging banking approach stands as value 
generator for their stakeholders with full consideration of environmental and social issues into 
their activities and operations. 

 The main objectives of green banking are to safeguard the environment and natural 
resources, as well as to provide financial services and address social concerns in the nation which  
can reduce environmental pollution and support to achieve  sustainable development goals in the 
country (X. Zhang et al., 2022).  Such practices should  have goal to minimize credit risk, legal 
risk and reputational risk by excluding investments in  environmentally threat project (Hoque et 
al., 2019). The term “green banking” refers to a variety of financial products, such as green bonds, 
green financing, and other financial instruments, that encourage investments in sustainable 
agricultural growth, renewable energy and climate friendly infrastructure. To create sustainable 
green finance, legal and policy frameworks must be in place. By encouraging investments in green 
technologies, renewable energy, and environmentally friendly farming practices, green finance 
may play a significant role in supporting sustainable development and environmental conservation 
in the nation (Soundarrajan & Vivek, 2016). Incorporating green banking practices positively 
affects environmental performance with creating a link between sustainable banking and environ-
mental outcomes. Environmental-friendly products and services significantly contribute to sustain-
able development  (Rehman et al., 2021). Therefore, social well-being, environmental preserva-
tion, and the nation's overall sustainable development are all impacted by the sustainability prac-
tices of banks and other financial organizations. Do not end your paragraph in citation. It is not the 
part of academic writing.

 Low-income countries have significant gap in their comprehension of basic financial 
concepts, as well as the advantages and hazards connected with specific financial decisions (Leora 
et al., 2020). People have difficulty learning about new innovative financial products and services, 
as well as the consequences of violating the rules and regulations related to financing, social and 
environmental aspects, due to a lack of fundamental knowledge,  regulation of government and 
law enforcement agencies (Roy et al., 2015). As a result, sustainable and ethical banking implies a 
compelling alternative to traditional banks and establishes a valuable precedent for achieving a 
new approach to sustainable finance. Moreover, this type of banking provides not only economic 
benefits to stakeholders, but also social and environmental value to shareholders, clients, employ-
ees, investors, and society as a whole (del Carmen Valls Martínez et al., 2020). In the banking 

traditional "Hundi" practice of informal money transfers persists in Nepalese society. The global 
economic impact of the Covid-19 outbreak has disproportionately affected Nepalese migrant 
workers, especially those in tourism, hospitality, and construction, leading to financial crises for 
many (Study et al., n.d.). The post-pandemic repercussions continue to impact Nepal's economy.

 Pokhara, the second-largest valley in Nepal's hilly region, situated in the Western part and 
part of the Gandaki Province, boasts cultural diversity with Gurungs, Brahmins & Kshetris, 
Newars, Thakalis, Magar, and other occupational castes. Gurungs dominate the city, particularly 
in-migrant communities, making Pokhara the leading remittance recipient (WBG, 2021). Many 
Pokhara residents migrate globally for employment, notably to Hong Kong, Malaysia, Australia, 
America, Japan, Korea, Canada, Saudi, Dubai, Qatar, and India. The impact of remittance flows in 
Pokhara sparks a longstanding debate, with studies suggesting both positive effects on livelihoods 
and negative consequences on agriculture. Given Nepal's significant remittance reception, studies 
on its social and economic implications, especially on migrant households, are imperative. This 
study proposes to scrutinize remittance-receiving and non-receiving families in Pokhara, compar-
ing their consumption patterns, human capital investments, and agricultural involvement. The 
research objectives of this study are to analyze the social and economic consequences of remit-
tance on households in Pokhara Valley by accessing and comparing the level of investment for 
human capital improvement between remittance-receiving and remittance-non-receiving house-
holds and to identify if Labour migration in remittance recipient households has led to a lack of 
Labour, which has led to a decline in family’s involvement in farming and agriculture?

Hypotheses
The following hypotheses have been used to validate the test.

H1 :  There is a significant difference in investment level for human capital improvement   
 between remittance recipients and non-recipient households.

H2:  Labour migration in remittance recipient households has led to a lack of Labour, which  
 has led to a decline in family’s involvement in farming and agriculture.

Literature Review

 As per the sixth edition of the Balance of Payments and International Investment Position 
Manual (BPM6), remittances establish an economic link between migrants and their families in 
their country of origin (Study et al., n.d.). The movement of individuals to other countries, whether 
temporary or permanent, facilitates the generation of income that is wholly or partially transferred 
back to the home economies through formal channels like recordable electronic systems or infor-
mal means, such as trusted friends carrying cash (Mashayekhi et al., 2013). Remittance categories 
include compensations of employees, workers' remittances, and migrants' transfers as defined by 
the balance of payment manual.

 Regarding the impact of remittances on the economic development of recipient countries, 
three influential theories need consideration. The Developmental Optimistic School, predominant 
in the 1950s and 1960s, posits that migration leads to North-South transfers of investment capital 

and exposure to liberal, rational, and democratic ideas, fostering development in recipient nations 
(Adenutsi, 2010). In contrast, the Developmental Pessimistic School emerged in the late 1960s, 
suggesting that migration and remittances may not lead to sustainable development. This perspec-
tive argues that the brain drain from developing countries results in a loss of human capital not 
compensated by remittance benefits (Beine et al., 2001; Acosta, 2011). Additionally, it contends 
that remittances may not be invested productively, potentially causing inflation, loss of competi-
tiveness, and increased imports, challenging the recipient's decisions and creating the possibility of 
the Dutch disease (Taylor, 1999; Chami et al., 2008; Imai et al., 2014).

 Furthermore, heightened openness is likely to foster greater integration between the 
remittance-receiving country and the global community, thereby amplifying imports (De Haas, 
2007). This integration may contribute to a cycle of growing dependency, as argued by De Haas 
(2007). The pessimistic school contends that remittances may lead to a decline in labour supply, 
with individuals substituting work-associated earnings for remittance income, potentially reducing 
the labour force (Chami et al., 2008). This substitution effect could result in individuals choosing 
leisure and alternative non-work-related activities over employment (Barajas et al., 2011; Imai et 
al., 2014). Another concern is the potential increase in corruption associated with remittances, as 
the influx of remittance income may make corrupt practices less costly for the government, 
leading to a rise in corruption levels (Abdih et al., 2008). In this perspective, remittances act as a 
buffer between the populace and the government, exacerbating issues related to moral hazards 
(Anaynwu & Erhijakpor, 2010). A third viewpoint, inspired by the Remittances Development 
Pluralists, offers a stance by acknowledging the limitations of both optimistic and pessimistic 
views. Developed in the 1980s and 1990s, the Developmental Pluralistic View rejects the idea that 
remittances strictly yield positive or negative outcomes in receiving countries, recognizing the 
complexity of the relationship between migration and development (De Haas, 2007; Adenutsi, 
2010). This pluralistic perspective highlights the need for new theories that consider various ways 
in which remittances may affect recipient economies, emphasizing the intricate nature of the 
migration-development nexus (Taylor, 1999). Unlike overarching theories, the pluralistic view 
asserts that the impact of remittances is context-dependent, and no single theory can universally 
explain all outcomes.

 Stark's (1985) delineated four distinct motivations for the transfer of remittances: pure 
altruism, pure self-interest, investment, and tempered altruism. The concept of pure altruism 
encapsulates the migrants' selfless concern for the well-being of their families, particularly in 
times of financial decline (Acharya, 2021). The researcher postulated that remittances under the 
auspices of pure altruism escalate during periods of familial destitution. Conversely, self-interest 
as a motivation entails migrants perceiving remittances as investments, thereby envisaging future 
returns upon their repatriation. The insurance motivation posits remittances as financial safety nets 
for both migrants and their families, effectively mitigating risks in both host and home countries 
(Lubambu, 2014). Investment theory posits that families dispatch migrants as a means to augment 
their overall income, thus considering remittances as dividends on their investment in the migrant, 
leading to an upsurge in remittances during periods of economic upturn. Brown (1997) highlights 
the propensity of migrants to amalgamate self-interest and altruism, primarily propelled by invest-
ment and asset accumulation motives, thereby illustrating a convoluted interplay of motivations in 
the realm of remittance behavior.

 Smith (1776) defined human capital as skills gained through experience, education, and 
training, which contribute to societal value. Valdero Gil (1970) found that remittances have a 
significant positive effect on health outcomes in Mexico, particularly for households without 
health insurance. Anten (2010) discovered that remittances have a substantial beneficial effect on 
the nutritional status of Ecuadorian children. Edwards and Ureta (2003) observed that remittances 
improve school retention in El Salvador more than other sources of income. Mansuri (2006) 
concluded that remittances positively affect human capital development and reduce gender-based 
education disparities in rural Pakistan. Acosta (2011) found that remittances decrease child labour 
and increase girls' school attendance in El Salvador. Hanushek (2013) argued that human capital is 
crucial for economic growth in developing nations. Koska et al. (2013) and Acharya and Gonzalez 
(2014) established significant correlations between remittances and human capital development in 
Egyptian and Nepalese children. Headey and Hoddinott (2015) attributed reduced childhood 
malnutrition in Nepal to migrant remittances. Bouoiyour et al. (2016) found that Moroccan house-
holds receiving remittances have increased school attendance. Binci and Giannelli (2018) conclud-
ed that remittances improve children's access to education and reduce child labour in Vietnam. 
These studies collectively highlight the important role of remittances in enhancing human capital 
and contributing to societal development.

 Agriculture is the main source of income in many developing countries, and low labour 
productivity is a major factor in the pervasive rural poverty (Geffersa, 2023). Lucas (1987) identi-
fied both the short- and long-term socioeconomic effects of migration and remittances, pointing 
out that remittance spending and investment eventually had beneficial results despite early nega-
tive effects on labour availability. Studies on migration to South Africa's mines found that 
although migration short-term decreased grain yields, remittance-driven investments eventually 
increased productivity and cattle accumulation, leading to greater salaries at home. Maharjan et al. 
(2013) discovered that migration reduced family labour at farms in Nepal's Western hills, but 
remittances alleviated capital constraints without affecting necessary farming inputs. On the other 
hand, Huy and Nonneman (2015) investigated how migration affected Vietnam's agricultural 
output and came to the conclusion that remittances made up for the loss of workers, encouraging 
greater investment and output in the sector. This demonstrates the complex ways that migration 
and remittances affect the dynamics of agriculture in developing nations. Limited research exists 
on the impact of remittances on household spending patterns in Nepal, particularly in Pokhara 
Metropolitan. Despite numerous studies on remittance effects globally, little attention has been 
given to Nepalese spending habits. Addressing gaps in the literature, it seeks to shed light on the 
consequences of remittances on spending patterns, providing insights into micro and macroeco-
nomic impacts not extensively covered in existing research.

Methods and Materials

 This study focuses on examining the social and economic consequences of remittance on 
house holds in Pokhara Metropolitan City. It analyzes the spending patterns of remittance-receiv-
ing and non-receiving families in various household activities. The study uses a descriptive cum 
comparative research design and collects data from respondents through questionnaires. It also 
employs a comparative research methodology to compare the spending pattern of remittance-re-
ceiving and non-receiving families. The core data for the study come from respondents' question-

naire responses. The study population consists of families in ward number 14 of the Pokhara 
Metropolitan city. A pilot survey was conducted to determine the sample size, with 15 percent of 
households receiving remittance and 85 percent not receiving remittance. The sample size for the 
study was determined using the formula for an infinite population sampling technique. A sample 
size of 200 houses was chosen for the multivariate analysis, with 100 samples from each group. 
Convenience and snowball sampling methods were used for sample selection. The study uses 
quantitative nature of data, from primary sources through structured questionnaire. Both descrip-
tive and inferential analysis have been used as analytical techniques. Descriptive analysis helps in 
summarizing data points to identify patterns. It is a crucial step in statistical data analysis. Inferen-
tial analysis generalizes sample results to the population. Descriptive statistical tools used in the 
study include frequency, percentage, mean, median, and standard deviation. Mean difference was 
used to analyze income and consumption data. Inferential statistical tools used are the chi-square 
test and independent samples t-test.

Research Framework and Definition of Variables

 The following framework has been developed for conducting the research's core theme. It 
demonstrates how the various variables are related to one another.

 

1. Remittance Income  The money and other assets sent to the households of migrants are  
    referred to as remittance income.

    The number of family members who work overseas determines  
    how much money a home receives in remittances. The number of  
    family members who work overseas also supports the independent  
    variable remittance.

1.2  Remittance Amount The remittance amount establishes the income of households that  
    consistently receive remittance revenue, which serves as the   
    primary funding source for household expenses.
    Remittance frequency also assesses how much money households  

    regularly get in remittances. Remittance frequency as a percentage  
    of annual household income indicates how much money a house 
    hold has to cover expenses.

2 Non- Remittance income Non-remittance income is the amount of money people earn   
    domestically or through businesses they run within a nation.
    Income of non- remittance receiving families depends on number  
    of domestic employment workers within a country.

    Heirlooms and family business generate income other then   
    employment and remittance for the family.

Dependent Variables

Results
 In particular, analysis of the data has been carried out per specific objectives, where 
patterns have been examined, evaluated, and conclusions are derived from them. Results have 
been chiefly presented as demographic data from study participants, descriptive statistics analysis, 
independent samples t-test results, and chi-square test findings that examined the influence of 
independent variables on dependent variables. 

 Table 2 shows the genders of the heads of the two research categories households that get 
remittances and those that do not. As per the data, more women-headed households with a mean 
age of 48 in families that received remittances, whereas more men-headed households with a mean 
age of 50 in families that did not get remittances. Due to male family members moving overseas 
for employment and other possibilities, there were more female household heads among the 
households who get remittances. 

Table 3
Independent Samples T-Test Between Remittance Receiving and Remittance Non- Receiving 
Households on Human Capital

Source: Field Survey, 2022 & SPSS output.

 The amount of money spent on human capital by families receiving remittances and those 
not receiving remittances were compared using independent samples t-tests. The test on health 
investment revealed variations in the scores that were statistically significant (t(df= 198)=14.01> 
critical value(1.96), p-value(0.000)< level of significance(0.05), with the mean score for remit-
tance-receiving families being higher (M=39,625, SD=20,267.949) than for remittance-non-re-

ceiving households (M=9,125, SD=7,943.42). The magnitude of the difference in the means 
(mean difference= 30,500.00) was significant. Similarly, the test for comparison of investment in 
education amongst the households showed significant differences (t (df= 179) =6.52, p=0.001) in 
the scores with the mean score for remittance-receiving families (M=93,136.36, SD= 42,920.72) 
which was higher than of remittance non receiving households (M= 55,483.87, SD= 34,474.82). 
The mean difference= 37,652.49 was significant as calculated t- value 6.52 > critical value (1.96) 
and p-value is less than level of significance i.e. (0.001<0.05). Hence, H1 is accepted, and the 
conclusion is drawn that the amount that both households invest in human capital through health 
and education differs significantly.

Table 4
 Remittance Receiving and Remittance Non- Receiving Households* Involvement in 
Agriculture Cross Tabulation, Chi-Square Test for Association Between Nature of Households 
and Involvement in Agriculture

Note: a. 0 cells (0.0%) have expected count less than 5. The minimum expected count is 41.50.
b. Computed only for a 2x2 table
c. *If P value (asymptotic significance) < 0.05, Correlation is significant.
Source: Field Survey, 2022 and SPSS output

 Table 4 shows that only 16 percent of the households receiving remittances are engaged in 
agriculture or farming, while 84% is not. Meanwhile, 67% of families that did not receive remit-
tances are engaged in farming and agriculture. A conclusion can be drawn that a higher proportion 
of households not getting remittances are engaged in farming and agriculture.
To test any association between the nature of households and involvement in agriculture and 
farming, a chi-square test was conducted which resulted in a significant association at a 5% 
significance level between the nature of households and involvement in agriculture and farming; 
[χ2(1,200)= 53.568, p-value 0.002<0.05] which supports second alternative hypothesis (H2) i.e. 
Labour migration for remittances has led to a lack of Labour, which has led to a decline in fami-
ly‘s involvement in farming and agriculture.

Discussion

 The primary objective of the study was to examine the socio-economic repercussions of 
remittances on households residing in Pokhara valley. To accomplish the overall purpose of the 
study, this main aim was further divided into two sub-aims. The initial objective of the study 
aimed to evaluate and compare the levels of investment in human capital, specifically in terms of 
health and education, between two categories of households: those receiving remittances and those 
not receiving remittances. To address the second objective and respond to the second research 
question, Hypothesis 2 (H2) was formulated.

 The first hypothesis asserts that there is a significant difference in the investment levels in 
health and education between the two types of households. The independent samples t-test 
indicates that households receiving remittances allocate a considerably higher amount of resources 
towards the healthcare and education of their family members compared to households that do not 
receive remittances. Moreover, a majority of remittance-receiving households opt for private 
hospitals for superior healthcare services and private schools for better education. On the other 
hand, households not receiving remittances rely on government or public hospitals for healthcare 
and send their children to government or public schools. The findings of this study align with 
numerous previous studies conducted on the same subject. Many studies emphasize the substantial 
variation in investment levels in human capital, with remittance-receiving families allocating 
higher expenditures towards the health and education of their family members compared to 
remittance-non-receiving families (Adams, 2006; Castaldo). Similarly, Mansuri (2006) showcased 
a significant positive impact of remittances on the accumulation of human capital in Pakistan. 

 Likewise, the second objective of this study was to investigate whether labour migration 
for remittances has resulted in a shortage of labour, subsequently leading to a decline in family 
engagement in farming and agriculture. The second hypothesis argues that there is indeed an 
association between the nature of households and their involvement in agriculture and farming, 
suggesting that labour migration for remittances has resulted in a decrease in labour availability 
and consequently reduced family participation in farming and agriculture. The chi-square test 
reveals the existence of an association between the nature of households (remittance receiving and 
remittance non-receiving) and their involvement in agriculture and farming. The NLSS-III (2011) 
study yielded similar findings to those of another study, indicating that emigration leading to a 
lack of workforce results in uncultivated land, decreased agricultural output, and the need to 
import food grains. Similarly, Maharjan et al. (2012) argue that the migration of a family member 
has resulted in a reduction in family labour input on farms in the Western hills of Nepal. However, 
Huy and Nonneman (2015) arrived at a contrasting conclusion in their survey, asserting that the 
migration of male family members actually led to a decrease in available male labour on the farm. 
This, in turn, led to an increase in female participation in farming and the potential utilization of 
remittances to address issues of food insecurity.

Conclusion and Implications

 The research's analyses and findings demonstrate that remittances from overseas have 
positive socio-economic ramifications on immigrant households. It can be inferred that remittance 

income has bolstered the purchasing power of recipient households, leading to an increase in their 
expenditure capacity. By this investigation, families receiving remittances allocate a greater 
portion of their resources to health and education services, which are regarded as investments in 
human capital in comparison to families not receiving remittances. The enhancement of the 
socio-economic status of recipient households has a significant positive impact. Nevertheless, the 
migration for the purpose of remittance has resulted in a decreased labour supply and increased 
reliance on remaining family members, negatively affecting involvement in agricultural activities. 
The study's narrow focus suggests that recipient households allocate more resources to household 
consumption and investment in human capital compared to families not receiving remittances. 
Further research is undoubtedly necessary to comprehensively examine and understand the 
socio-economic consequences of remittances on households, as the current analysis does not 
accurately portray the overall situation for the entire nation. Additionally, it was challenging to 
locate research on the motivation behind remittances during the investigation. Therefore, the 
motivation behind remittances may be a subject for further study and research.

 This investigation holds various implications for practitioners, academics, and policymak-
ers. It can be discussed as a basis for recommendations and areas of future research. As a develop-
ing country, Nepal heavily relies on remittances and subsistence farming. Due to the persistent 
underdevelopment of the industrial and production sectors, there has been an increase in imports 
and a decrease in exports. Despite the study asserting that remittances serve as a significant source 
of foreign exchange and are expanding in the national context, their primary use is to stabilize the 
balance of payments deficit rather than support capital development. Consequently, policymakers 
should formulate measures that can encourage remittance investments in the development of the 
domestic economy and national output, ultimately reducing import trends and balancing payment 
deficits shortly. Similar to how remittance income benefits society by elevating individual income 
and social status, it has had a profound impact on agricultural output. To utilize remittance funds 
to increase agricultural productivity and expand the industrial sector, the government should 
implement initiatives that support agricultural production, small domestic industries, and the 
creation of a robust market.

Figure 1 
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Table 1  
Definition and description of variables 
Variable  Description 
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1.1 Number of family 
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employment workers

sector, it is crucial for risk assessment to detect and manage social and environmental risks. 
Regulation, voluntary actions, and sustainable finance all support responsible banking practices. 
To include sustainability considerations in the basic activities of the financial sectors, cooperation 
between banks, regulators, and stakeholders is required. The importance of good risk assessment, 
sustainable finance, and regulatory framework in accomplishing sustainable aims is enhanced by 
sustainable and responsible banking (Oyegunle & Weber, 2015). The application of green banking 
practices has been considerably aided by the adoption of international standards and the imple-
mentation of regulatory rules and guidelines. Transparent and motivating regulations and 
standards are necessary for the financial sector to act consistently. The use of technology has made 
it feasible to offer eco-friendly products and services. Therefore, encouraging green banking 
practices and achieving environmental goals may need the use of technology (Asim et al., 2020). 
The Equator Principles (Eps) is one of the self-regulatory mechanisms in promoting sustainable 
finance (Contreras et al., 2019).  The banks and financial institutions have international business 
with higher profitability and stronger corporate governance are highly motivated to adopt Eps. It 
can promote sustainable finance and responsible banking practice (Herbert Smith Freehills, 2013). 
Banks and Financial Institutions (BFIs) can help the private sector adapt to environmental and 
social sustainability by increasing green financing and inclusive lending. BFIs are also addressing 
environmental and social risks in their own operations and reducing their carbon footprint. They  
are concerned about being at a competitive disadvantage if they implement E&S risk management 
procedures  (NRB, 2019). The main aim of the ESRM guideline is for BFIs to incorporate envi-
ronmental & social risk management into the credit risk management process to fully inform the 
credit authority of E&S risks before making financing decisions (Nepal Rastra Bank, 2018). 
ESRM guideline focuses on environmental, social, and climatic risks related to the BFI's client's 
business activities, which are increasingly important for Nepal. It intended to develop and imple-
ment an environmental and social management system (ESMS) in accordance with local and 
international standards. Additionally, it provides E & S risk management tools and templates, and 
explain various applicability in various types of financing. 

 Global scenario of green banking guidelines  

 Nepal is becoming increasingly susceptible to the effects of climate change; it is crucial to 
acknowledge the rising costs associated with such changes and the necessity of implementing 
measures aimed at minimizing carbon emissions. In light of this, Nepal is faced with the urgent 
task of establishing a green financial system that can effectively internalize externalities related to 
the environment, while simultaneously working towards reducing risk perceptions. (UNDP, 2021). 
According to the IFC country progress report (2022), it is essential to develop and implement a 
sustainable finance roadmap to highlight the need and opportunities of green finance in Nepal. 
Some of the green baking policy and initiative in the global scenario are as follows:

the world. Some of the countries like Colombia, Magnolia, Pakistan, Belgium, Sweden, the 
UK, Norway, and the Netherlands follow the voluntary compliance of green banking guidelines. 
But many other countries like Nepal, India, China, Japan, France, Vietnam, Magnolia, Nigeria, 
Lebanon, Indonesia, and Bangladesh implemented mandatorily green baking initiatives(Park & 
Kim, 2020).

Green Investment Opportunities in Nepal

 As the nation with the least advanced development, Nepal  faces the challenge of effec-
tively managing the necessary funds to undertake intricate development interventions aimed at 
mitigating risks and fostering a resilient society (Lohani, 2023). In its pursuit of this objective, 
Nepal is endeavoring to incorporate catastrophic risk reduction and management into the entirety 
of its development process.   In this particular, there is an urgent need to address trade-offs 
between the growth of transportation and energy infrastructure and conservation goals through 
multi-sectoral collaboration and agreements (Adhikari et al., 2023). In Nepal, various financing 
practices have been introduced. However, these practices are currently in a state of evolution. In 
order to establish sustainable financing mechanisms, it is imperative to establish clear operational 
guidelines that align with the existing legislations. (Basnyat et al., 2014). Sustainable banking and 
finance techniques are used to achieve the Sustainable Development Goals (SDGs). Banks and 
financing institutions can support to achieve SDGs by financing for projects that promote sustain-
ability in the nation, such as infrastructure, renewable energy and sustainable agriculture (Feridun 
& Talay, 2023). However, the sustainability performance of those financing institutions can 
measure with the consideration of environmental, social and governance (ESG) issues of project 
financing (Rosalina et al., 2023). 

 Green finance stands out as a crucial element among the many sub-platforms supporting 
the five theme sustainable development goals that the UNDP has adopted. Moreover, banks and 
financial institutions (BFIs) are enhancing their ambition by collaborating with international 
organizations and creating green finance mechanisms. The National Determined Contribution 
(NDC) to the Paris Agreement, the "Guidelines on Environmental and Social Risk Management 
for Banks and Financial Institutions (ESRM)" circulated by Nepal Rastra Bank (NRB) in 2018, 
and subsequent directives for implementation serve as the major guiding frameworks for assessing 
green finance. These frameworks form the basis of Nepal's regulatory-driven approach towards 
the subject matter (Banks et al., 2018). In Nepal green finance opportunity  has the potential to 
unlock a $46.1 billion climate-smart investment opportunity by 2030 (Mahat et al., 2019). Nation-
al Determined Contribution (NDC) has also encouraged green energy, sustainable transport, 
climate-friendly agriculture products, and a low-carbon economic development strategy, this may 
stand as the landmark for shifting traditional finance to green and sustainable finance in banking 
sector.  As of mid-July 2022, the allocation of credit by commercial banks to the sectors of 
agriculture, energy, and small/cottage industry accounted for 12.28%, 5.51%, and 9.85% respec-
tively, in relation to their overall investment. By mid-July 2025, the corresponding percentages of 
total credit extended by commercial banks to these sectors are required  to rise to 15%, 10%, and 
15% (NRB, 2022).  In an effort to promote and stimulate the adoption of Green Financing, a 
preliminary version of the Green Taxonomy is set to be compiled, encompassing a broad range of 
pertinent subjects, including but not limited to the issuance of green bonds, the disclosure and 

assessment of climate-related risks, as well as the identification of capital requirements. The 
submission of the preliminary report, which represents a significant milestone in the ongoing 
process of formulating the aforementioned draft, has been met with approval (NRB, 2023). 

 Green banking and financing are the recently growing practices in Nepal to promote 
eco-friendly projects and initiatives, contributing to sustainable development. Policies and provi-
sions are intended to promote fundings in renewable energy, agriculture, transportation waste 
management, and more aiming to reduces carbon footprint, mitigates climate change, and protects 
natural resources. Additionally, to enhances the reputation of financial institutions by attracting 
socially conscious customers, investors and other stakeholder moving towards the sustainable 
development, environmental protection, and a resilient economy for the future green financing is 
utmost necessary in Nepal. Considering the significance, this study aims to identify the current 
policy provisions and practices of green and sustainable banking guidelines in adherence to 
environmental and social risk management of the commercial banks in Nepal. 

Methodology

 The research is descriptive in nature and based on the secondary source of data.  The 
implementation status of Environmental and Social Risk Management (ESRM) guidelines in 
commercial banks, as well as other policies, provisions, and priorities for the growth of green 
finance, were evaluated. The study's purview is restricted to the financial industry, and data 
analysis from financial institutions other than commercial banks was also disregarded. Data and 
statistics for the analysis are taken from the Nepal Rastra Bank's ESRM report for the fiscal years 
2078/79 and 2079/80 and policy provisions regarding the same.  The reports include the data from 
the BFI reporting templates found in ESRM guidelines Annex 11 of the NRB. The study examines 
the current status of policy formation and governance, employee training and capacity building for 
ESRM, and the integration of environmental and social risk into core risk management of the 
commercial banks. The study also revies the policy, provisions and opportunities to develop 
sustainable and green banking practices in Nepal. 

Results and Discussion

Policy provisions to support sustainable and green banking in Nepal
 The major policy and guideline about green banking and sustainable banking practices in 
Nepal is ESRM for banks and financial institutions in Nepal. Climate Change Financing Frame-
work (2017), Climate Change Policy (2011), Forest Investment Program: Investment Plan for 
Nepal (2017). Industrial Enterprises Act (2020) and Agriculture Development Strategy 
(2015-2035) were also supported for sustainable banking, sustainable finance and green banking 
practices in Nepal.  The ESRM guidelines have been formulated with the intention of assisting 
banks and other financial institutions (BFIs) in the management of environmental and social risks 
that are associated with their operation (Nepal Rastra Bank, 2018). This is achieved through the 
provision of exemplary practices and tools for risk management, while also promoting the adop-
tion of low-tech and environmentally conscious while financing decision. Climate change financ-
ing framework (2017), content pertain to various aspects of Nepal's sustainable development and 

the mitigation of climate change through banking activities and services.  The Industrial Policy 
enacted in 2011 has been designed with the intention of fostering the growth of reliable and 
long-lasting industrial entrepreneurship. This policy actively advocates for the adoption of envi-
ronmentally conscious technologies by companies, thereby encouraging sustainable practices and 
minimizing the negative impact on the environment. Moreover, one of the core objectives of this 
policy is to facilitate the transformation of existing sectors into models that are not only devoid of 
pollution but also free from carbon emissions. By emphasizing the importance of these transfor-
mative measures, the Industrial Policy of 2011 aims to pave the way for a greener and more 
sustainable industrial landscape. The acknowledgment of the importance of sustainable agricul-
ture, encompassing organic farming, clean technology, animal welfare, and the preservation of 
biodiversity, is a fundamental aspect of the Agriculture Development Strategy 2015-2035. The 
Climate Change Policy (2019) places great importance on the establishment of climate-resilient 
infrastructure, the promotion of climate-resilient socioeconomic development, and the adaptation 
of natural resource management strategies to accommodate the impacts of climate change. In 
order to effectively tackle the challenges posed by climate change, this policy also establishes a 
dedicated fund to address climate change-related concerns. Nepal’s Second Nationally Determined 
Contribution (NDC) under the Paris Agreement delineates its dedication to the advancement of 
low-GHG emission development, sustainable energy production, the implementation of e-vehi-
cles, biogas infrastructure, and the attainment of carbon neutrality in renowned tourist areas. The 
National Adaptation Plan endeavors to mitigate the adverse effects of climate change and enhance 
Nepal’s departure from the classification of least developed countries by means of enhanced 
strategic planning and synchronization with sustainable development goals, with the ultimate aim 
of reducing damage and losses inflicted by climate change impacts (NPC, 2017). 

Following are the sustainable and green banking initiative and guidelines in Nepal: 

Source: IFC Country Progress Report (2022)
 The Environmental and Social Risk Management (ESRM) guidelines of the Nepal Rastra 
Bank establish a requirement for banks to evaluate and mitigate the environmental and social 
impacts of their operations. Furthermore, the baseline report on Sustainable Development Goals 
by the National Planning Commission provides a strategic direction for aligning financial products 
and services with the nation's sustainability objectives. Moreover, the 2019 Environmental Protec-
tion Rules offer additional guidance by setting forth environmental safeguards for various sectors. 
Financial professionals equipped with the requisite knowledge and skills engage in Environmental 
and Social Due Diligence (ESDD) measures to effectively assess and manage environmental and 
social risks. This comprehensive approach, incorporating regulatory frameworks, national objec-
tives, and environmental safeguards, paves the way for a more sustainable and responsible bank-
ing landscape in Nepal (Report, 2022).

 Green banking practices by Implementation of ESRM Guidelines 

 After the introduction of mandatory guidelines on Environment Social Risk Management 
(ESRM) by Nepal Rastra Bank, there has been significant progress observed in the implementa-
tion of ESRM guidelines by the commercial in Nepal. The majority of commercial banks have 
formulated policies and procedures pertaining to ESRM and have demonstrated their commitment 
to human resource development through training and participation in relevant programs. However, 
it is of utmost importance for these banks to integrate environmental and risk management consid-
erations into their core strategies, as this serves as a crucial indicator of policy implementation. 
The results show that banks are not adhering to the rules when it comes to rejecting loans from the 
exclusion list, and none of them have rejected any transactions related to E&S risk management. It 
suggests that instead of actively participating in risk analysis and rating in their business opera-
tions, regulators should exercise caution regarding the potential danger posed by banks and 
concentrate instead on completing compliance obligations. Provided below is an overview of the 
compliance status of commercial banks in Nepal in relation to the ESRM guidelines.
Table 1 
Policy formulation and governance

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79; 2079/80)

Table, 1 depicts the result of policy formulation and governance of ESRM guidelines. Result 
shows that the ESRM policy and procedure formulation and board approval in year I and II have 
88 percent and 100 percent commercial banks respectively. Only 69 percent commercial banks 
were nominated environmental and social (E &S) risk officer in 2078/79 but this result increased 
in 2079/80 by 90 percent commercial banks. All of the commercial banks formulated environmen-
tal and social risk management policy and procedure then approved from their board. However, 
Himalayan Bank Limited and Nabil bank limited did not appointed E & S officer under even 
though mandatory circular made by Nepal Rastra Bank till the study period.  
Table 2 
Employees training and capacity building 

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79; 2079/80.)
 Tables 2 show the data and statistics, providing a quantitative overview of the ESRM 
trainings budget allocation, programs conducted and participated in training workshop and semi-
nars of commercial banks.  In this specific case, 14 commercial banks were allocated budget to 
ESRM training programs in 2078/79 which is 54% of the total banks, whereas only 13 commercial 
banks were allocated in 2079/80. Similarly, 22 banks were planned ESRM training programs and 
participated in the same in 2078/79.  There is no more progress in 2079/80 for the training and 
capacity building for ESRM, Agriculture Development Bank, Laxmi Sunrise Bank, Rastriya 
Banijya Bank, and Standard Chartered Bank were not conducted such programs during the period. 
Table:3
 Incorporation of environmental and social risk in core risk management

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79, n.d.)

 Table 3 presents the particulars concerning the incorporation of environmental and social 

risk into the fundamental risk management practices of banks in accordance with the implementa-
tion of ESRM guidelines. In 2078/79, there were none of banks were rejected loan on the basis of 
the exclusion list criteria, in 2079/80, only one bank (Nepal Bank Limited) follows this indicator 
of the guideline. The Environmental and Social (E&S) Due Diligence (ESDD) was conducted by 
18 banks in 2078/79, and this figure increased to 80% or 16 banks out of 20 commercial banks in 
2079/80. The proportion of the total disbursed loan portfolio subjected to ESDD in first year was 
only 11 banks, which experienced a significant rise to 75% or 15 out of total in next year. The 
E&S Risk Rating indicator, the percentage of transactions that were disbursed based on the 
Environmental and Social (E&S) Risk Rating in 2022, 81% of banks practiced disbursing loans 
based on this rating, a figure that further increased to 90% in 2023. The specific Environmental 
and Social (E&S) Action Plan was employed for 38% of transactions in 2022, and this percentage 
increased to 50% in 2023. Notably, no transactions were rejected for E&S risk management in 
both years. The indicator measuring the proportion to which E&S Risk is integrated into the core 
risk management practices of commercial banks remained constant in both years. Overall result of 
the implementation of guidelines reflects there is significant progress made for incorporation of 
environmental and social risk management into their core business strategies and beneficial to the 
E &S improvement for the commercial banks in Nepal.  Some of the commercial banks such as 
Agriculture Development Bank, Himalayan Bank, NICAsia Bank, and Rastriya Banijya Bank 
need to improve their implementation status of given indicators. 

 Discussion

 The green banking guidelines and Environmental and Social Risk Management (ESRM) 
policies, has been observed in several South Asian nations including Bangladesh, China, India, 
and Pakistan (Y. Q. Zhang, 2023), (Li, 2023). These nations have established comprehensive 
frameworks to encourage banks to adopt environmentally sustainable practices in their operations 
and investments. The application of such green banking practices has resulted in a reduction in 
commercial CO2 emissions while contributing to the attainment of green economic recovery and 
sustainable development. Green Finance is an investment or lending program that incorporates 
environmental impact into risk evaluation and uses environmental incentives to influence business 
decisions, to enhance human well-being, social equity, and ecological integrity while decreasing 
environmental risks (Soundarrajan & Vivek, 2016). The prior research found that the implementa-
tion of environmentally friendly banking practices is significantly impacted by policy, day-to-day 
operations, and investments (Rehman et al., 2021). Empirical result of green banking activities and 
effective implementation of such guidelines found to reduce long-term cost, boost the banking 
industries effectiveness and promote sustainable economic development of the nation in Bangla-
desh (X. Zhang et al., 2022).  Green  financing and implementation of policies related to green 
banking  have positive impact of environmental performance, daily operation and customers 
related performance of the banks and financial institutions (Chen et al., 2022).  The interconnec-
tion between sustainable development and financial sector stability is evident as various factors 
such as climate change, wealth distribution, energy use, competition for water resources, and 
emerging countries' roles will significantly influence the financial sector, necessitating a strategy 
shift to ensure investments in sustainable development and the ability of the financial sector to 
handle sustainability risks (Weber, 2015). The collaborative efforts of banking institutions in 
promoting green recovery have been acknowledged as essential, particularly in emerging econo-

mies. In addition to this, central banks and financial authorities have actively participated in the 
formulation of sustainable banking frameworks and regulations to bolster green finance initiatives. 
The implementation of the green banking concept in emerging economies will enable banks and 
firms to efficiently utilize their limited resources, address the global challenge of sustainability, 
and protect the natural environment, through financing green technology and pollution-reducing 
projects, as part of a broader green initiative (Jaydatta & Nitin, 2017). 

 South Asian countries have made notable advancements in the implementation of green 
banking guidelines and policies to tackle environmental challenges and foster sustainable growth 
(Y. Q. Zhang, 2023). The significance of environmental and social risk management guidelines for  
the banking sector is steadily increasing. Banks must integrate environmental, social, and gover-
nance (ESG) risk into their risk management systems, adapt their business and risk strategies, and 
ensure transparency. Efforts are being made to establish environmental regulations and voluntary 
initiatives that establish benchmarks for the measurement and management of environmental risk 
in banks (Bruno & Lagasio, 2021). The importance of climate risks and the necessity for banks to 
allocate credit and investment to more sustainable sectors have been emphasized by climate 
change and the 2030 Agenda for Sustainable Development. Driven by political pressure and 
concerns about reputation, banks and project companies employ E&S standards for sustainability 
and risk management purposes (Mertens et al., 2023). Environmental risk has an impact on the 
operational and strategic activities of banks, and central banks face distinct challenges in address-
ing this risk. In general, there is a growing recognition of the requirement for guidelines and 
regulations to manage environmental and social risks within the banking sector. The exploration 
of sustainable finance implementation within the financial services industry, particularly in the 
banking sector, has been undertaken, revealing the necessity for improved execution and emphasis 
on environmental sustainability (Mozib Lalon, 2015). The regulatory authorities or central bank 
have important role for greening the financial system and implementation of different policies and 
guidelines in the country (Khairunnessa et al., 2021). Prior research of green banking performance 
in Nepal  found that the environmental training of the employees will positively contributed for 
environmental performance of the banks  (Risal et al., 2018). The efficient application of the 
regulations, guidelines, and circulars of the regulatory authorities in the banks and financial 
institutions has favorably influenced the development of a sustainable path, as indicated by the 
varied findings of the empirical studies.

Conclusion, Implications, and Future Research Directions

 Financial entities in Nepal have been encouraged to incorporate social, environmental, and 
governance considerations into their strategies and choices as per NRB guidelines. The guidelines 
and various circular issued by the NRB are intended to encourage responsible lending, minimize 
risks and promote investment. Nepal Rastra Bank has encouraged BFIs to increase their credit in 
green investment. To promote green financing preliminary draft of the Green Taxonomy has been 
drafted and approved by Nepal Rastra Bank. This study analyzes the implementation status of 
ESRM guideline circulated by Nepal Rastra bank to promote sustainable banking through environ-
mental and social risk management in bank transactions.  Commercial banks are mostly imple-
mented the policy formulation and governance indicators of the guidelines.  The significant 
progression is not found in training and capacity building of their human resource in the banks 

Source: (Park & Kim, 2020), (Asim et al., 2020), (SBN Country Report 2022)

 Environmental and social risk management guidelines is mandatory policy and 
procedure circulated by Nepal Rastra Bank as a green and sustainable banking guide-
line.  There is a different code of conduct for the implementation of such initiatives in 

regarding environmental and social risk management. Regarding the incorporating environmental 
and social risk in core risk management found a significant progression of the commercial banks 
in different indicators issued by the Nepal Rastra Bank. However, the banks are not adhering to 
the rules when it comes to rejecting loans from the exclusion list, and none of them have rejected 
any transactions related to E&S risk management. It suggests that instead of actively participating 
in risk analysis and rating in their business operations, regulators should exercise caution regarding 
the potential danger posed by banks and concentrate instead on completing compliance obligations.
 
 Nepalese banking sectors are beginning to adopt the sustainability practices and they are 
effectively implementing the guidelines and various circular issued by the Nepal Rastra Bank. The 
implication of the sustainable banking practices and green banking guidelines have potential to 
drive positive changes in financial industry. It promotes reputation and brand values, environmen-
tal sustainability, social responsibility, investment opportunity and long-term economic growth in 
the country. The integration of ESG consideration into core business strategies and decision-mak-
ing process will helps to minimize overall risk of the banking industry. 

 The study usages only the secondary data of ESRM report published by NRB. Further 
research should examine the overall green banking and environmental performance of the com-
mercial banks by collecting and analyzing qualitative and quantitative data compromising individ-
ual performance of the banks. Further study can evaluate the financial performance and overall 
sustainability status of commercial banks with align from the compliance of ESRM guidelines in 
Nepal.  Additionally, the research may be conducted the investment of banks in accordance to the 
guidelines of green finance projects and overall mitigated environmental harmful activities and 
such environmental risk of financing projects.
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forms the global economy and socio-cultural interdependence. Notably, migration from South 
Asia to developed countries has surged, a trend projected to endure. In Nepal, where the labour 
force comprises, 79.60 percent aged 15 to 64 (CEIC, 2021), 56 percent of households have the 
opportunity to receive remittances (NLSS-III, 2011), contributing almost 30 percent to the coun-
try's GDP (WBG, 2021). Remittance revenue is vital for Nepal's economic health, with receipts 
growing from 44.16 million US dollars in 1996 to 7795.56 million US dollars in 2020 (WBG, 
2021). Remittances, essential for developing nations, influence GDP expansion, impacting 
individual income, healthcare, and education (Alishani & Nushi, 2012). Migration-driven remit-
tances fueling economic growth, shaping socio-cultural ties, and enhancing individual welfare 
underscore the indispensable role of global migration in contemporary economies.

 Remittances, typically defined as a portion of a migrant's earnings sent to their country of 
origin, predominantly encompass financial transactions, although non-cash products are also 
considered (Pant, 2004). This term commonly denotes transfers made by migrant workers, yet it's 
crucial to recognize that refugees and migrants without the same legal status also contribute to 
remittances. The increasing flow of remittances from migrants addresses challenges in developing 
nations such as low employment, income rates, rising poverty, and unequal income distribution 
(Dhungana & Pandit, 2016). These financial inflows serve as a vital source of household income, 
alleviating poverty, elevating social standing, and facilitating economic stability. Remittances 
have evolved into a significant government funding source and a poverty eradication strategy, 
with substantial investments in trade and business, alongside conspicuous spending and durable 
goods (Edwards & Ureta; Acosta, 2011). Remittances, encompassing financial transactions from 
migrants, refugees, and those without legal status, play a pivotal role in alleviating poverty and 
fostering economic stability in developing nations.

 Globally, remittances totaled $605 billion, projected to rise by 4.2 percent to $630 billion 
by 2022 (WBG, 2021). Nepal, ranking top in South Asia and sixth globally, heavily relies on 
remittances, constituting 25 percent of its GDP (WBG, 2021). In the latest fiscal year, Nepal 
received NPR 699 billion (USD 6.56 billion) in remittances, representing over 25 percent of the 
country's GDP, marking the fourth-highest share worldwide (ADB, 2021). While remittances buoy 
the economy and elevate purchasing power, they also pose risks, such as the exodus of educated 
professionals seeking employment abroad, potentially resulting in a loss of valuable human 
resources developed with public investment.

 A growing number of Nepalese workers are departing the country in pursuit of employ-
ment abroad, driven by diminished job opportunities at home (Government of Nepal, 2022). The 
quantum of remittances is contingent on the country's conditions and the migrant count within a 
household, creating a reciprocal relationship between overseas job seekers and remittance inflow 
(Byanjanakar & Shakha, 2021). Economic stability prompts Nepalese labourers to seek opportuni-
ties abroad, prompted by recent violent conflicts and limited prospects domestically (Dahal, 2004). 
Migration and remittance patterns are prevalent in regions marked by political unrest, civil wars, 
economic downturns, low entrepreneurial investment, and economic slumps worldwide (Sirkeci et 
al., 2012). Remittance transfers to Nepal employ specific channels like SWIFT or demand drafts, 
with various established remittance providers such as International Money Express (IME), West-
ern Union, City Express, Himal Remit, Prabhu Remit, and Samsara Remit (WBG, 2021). The 

Financial services, because of their intermediary role, have the power to encourage businesses, 
and individuals from engaging in unsustainable behaviors (Louche et al., 2019). Due to their 
substantial influence, impact, and effects on both the social and environmental aspects, these 
financial institutions are required to address various social and environmental challenges, while 
actively and extensively participating in a multitude of sustainable practices (Zimmermann, 2019). 
Sustainable banks are those financial institutions that give high priorities to social development, 
environmental management, financial inclusion, financial literacy, and energy efficiency in their 
core business operations (Kumar & Prakash, 2019). Sustainable organizations also promote and 
encourage their employees to utilize public transportation means, facilitating and ensuring access 
to individuals with disabilities, and deliberately selecting and opting for suppliers and partners 
who adhere to and comply with stringent environmental and social principles and standards 
(Weber, 2005). Thus, sustainable banking is an emerging banking approach stands as value 
generator for their stakeholders with full consideration of environmental and social issues into 
their activities and operations. 

 The main objectives of green banking are to safeguard the environment and natural 
resources, as well as to provide financial services and address social concerns in the nation which  
can reduce environmental pollution and support to achieve  sustainable development goals in the 
country (X. Zhang et al., 2022).  Such practices should  have goal to minimize credit risk, legal 
risk and reputational risk by excluding investments in  environmentally threat project (Hoque et 
al., 2019). The term “green banking” refers to a variety of financial products, such as green bonds, 
green financing, and other financial instruments, that encourage investments in sustainable 
agricultural growth, renewable energy and climate friendly infrastructure. To create sustainable 
green finance, legal and policy frameworks must be in place. By encouraging investments in green 
technologies, renewable energy, and environmentally friendly farming practices, green finance 
may play a significant role in supporting sustainable development and environmental conservation 
in the nation (Soundarrajan & Vivek, 2016). Incorporating green banking practices positively 
affects environmental performance with creating a link between sustainable banking and environ-
mental outcomes. Environmental-friendly products and services significantly contribute to sustain-
able development  (Rehman et al., 2021). Therefore, social well-being, environmental preserva-
tion, and the nation's overall sustainable development are all impacted by the sustainability prac-
tices of banks and other financial organizations. Do not end your paragraph in citation. It is not the 
part of academic writing.

 Low-income countries have significant gap in their comprehension of basic financial 
concepts, as well as the advantages and hazards connected with specific financial decisions (Leora 
et al., 2020). People have difficulty learning about new innovative financial products and services, 
as well as the consequences of violating the rules and regulations related to financing, social and 
environmental aspects, due to a lack of fundamental knowledge,  regulation of government and 
law enforcement agencies (Roy et al., 2015). As a result, sustainable and ethical banking implies a 
compelling alternative to traditional banks and establishes a valuable precedent for achieving a 
new approach to sustainable finance. Moreover, this type of banking provides not only economic 
benefits to stakeholders, but also social and environmental value to shareholders, clients, employ-
ees, investors, and society as a whole (del Carmen Valls Martínez et al., 2020). In the banking 

traditional "Hundi" practice of informal money transfers persists in Nepalese society. The global 
economic impact of the Covid-19 outbreak has disproportionately affected Nepalese migrant 
workers, especially those in tourism, hospitality, and construction, leading to financial crises for 
many (Study et al., n.d.). The post-pandemic repercussions continue to impact Nepal's economy.

 Pokhara, the second-largest valley in Nepal's hilly region, situated in the Western part and 
part of the Gandaki Province, boasts cultural diversity with Gurungs, Brahmins & Kshetris, 
Newars, Thakalis, Magar, and other occupational castes. Gurungs dominate the city, particularly 
in-migrant communities, making Pokhara the leading remittance recipient (WBG, 2021). Many 
Pokhara residents migrate globally for employment, notably to Hong Kong, Malaysia, Australia, 
America, Japan, Korea, Canada, Saudi, Dubai, Qatar, and India. The impact of remittance flows in 
Pokhara sparks a longstanding debate, with studies suggesting both positive effects on livelihoods 
and negative consequences on agriculture. Given Nepal's significant remittance reception, studies 
on its social and economic implications, especially on migrant households, are imperative. This 
study proposes to scrutinize remittance-receiving and non-receiving families in Pokhara, compar-
ing their consumption patterns, human capital investments, and agricultural involvement. The 
research objectives of this study are to analyze the social and economic consequences of remit-
tance on households in Pokhara Valley by accessing and comparing the level of investment for 
human capital improvement between remittance-receiving and remittance-non-receiving house-
holds and to identify if Labour migration in remittance recipient households has led to a lack of 
Labour, which has led to a decline in family’s involvement in farming and agriculture?

Hypotheses
The following hypotheses have been used to validate the test.

H1 :  There is a significant difference in investment level for human capital improvement   
 between remittance recipients and non-recipient households.

H2:  Labour migration in remittance recipient households has led to a lack of Labour, which  
 has led to a decline in family’s involvement in farming and agriculture.

Literature Review

 As per the sixth edition of the Balance of Payments and International Investment Position 
Manual (BPM6), remittances establish an economic link between migrants and their families in 
their country of origin (Study et al., n.d.). The movement of individuals to other countries, whether 
temporary or permanent, facilitates the generation of income that is wholly or partially transferred 
back to the home economies through formal channels like recordable electronic systems or infor-
mal means, such as trusted friends carrying cash (Mashayekhi et al., 2013). Remittance categories 
include compensations of employees, workers' remittances, and migrants' transfers as defined by 
the balance of payment manual.

 Regarding the impact of remittances on the economic development of recipient countries, 
three influential theories need consideration. The Developmental Optimistic School, predominant 
in the 1950s and 1960s, posits that migration leads to North-South transfers of investment capital 

and exposure to liberal, rational, and democratic ideas, fostering development in recipient nations 
(Adenutsi, 2010). In contrast, the Developmental Pessimistic School emerged in the late 1960s, 
suggesting that migration and remittances may not lead to sustainable development. This perspec-
tive argues that the brain drain from developing countries results in a loss of human capital not 
compensated by remittance benefits (Beine et al., 2001; Acosta, 2011). Additionally, it contends 
that remittances may not be invested productively, potentially causing inflation, loss of competi-
tiveness, and increased imports, challenging the recipient's decisions and creating the possibility of 
the Dutch disease (Taylor, 1999; Chami et al., 2008; Imai et al., 2014).

 Furthermore, heightened openness is likely to foster greater integration between the 
remittance-receiving country and the global community, thereby amplifying imports (De Haas, 
2007). This integration may contribute to a cycle of growing dependency, as argued by De Haas 
(2007). The pessimistic school contends that remittances may lead to a decline in labour supply, 
with individuals substituting work-associated earnings for remittance income, potentially reducing 
the labour force (Chami et al., 2008). This substitution effect could result in individuals choosing 
leisure and alternative non-work-related activities over employment (Barajas et al., 2011; Imai et 
al., 2014). Another concern is the potential increase in corruption associated with remittances, as 
the influx of remittance income may make corrupt practices less costly for the government, 
leading to a rise in corruption levels (Abdih et al., 2008). In this perspective, remittances act as a 
buffer between the populace and the government, exacerbating issues related to moral hazards 
(Anaynwu & Erhijakpor, 2010). A third viewpoint, inspired by the Remittances Development 
Pluralists, offers a stance by acknowledging the limitations of both optimistic and pessimistic 
views. Developed in the 1980s and 1990s, the Developmental Pluralistic View rejects the idea that 
remittances strictly yield positive or negative outcomes in receiving countries, recognizing the 
complexity of the relationship between migration and development (De Haas, 2007; Adenutsi, 
2010). This pluralistic perspective highlights the need for new theories that consider various ways 
in which remittances may affect recipient economies, emphasizing the intricate nature of the 
migration-development nexus (Taylor, 1999). Unlike overarching theories, the pluralistic view 
asserts that the impact of remittances is context-dependent, and no single theory can universally 
explain all outcomes.

 Stark's (1985) delineated four distinct motivations for the transfer of remittances: pure 
altruism, pure self-interest, investment, and tempered altruism. The concept of pure altruism 
encapsulates the migrants' selfless concern for the well-being of their families, particularly in 
times of financial decline (Acharya, 2021). The researcher postulated that remittances under the 
auspices of pure altruism escalate during periods of familial destitution. Conversely, self-interest 
as a motivation entails migrants perceiving remittances as investments, thereby envisaging future 
returns upon their repatriation. The insurance motivation posits remittances as financial safety nets 
for both migrants and their families, effectively mitigating risks in both host and home countries 
(Lubambu, 2014). Investment theory posits that families dispatch migrants as a means to augment 
their overall income, thus considering remittances as dividends on their investment in the migrant, 
leading to an upsurge in remittances during periods of economic upturn. Brown (1997) highlights 
the propensity of migrants to amalgamate self-interest and altruism, primarily propelled by invest-
ment and asset accumulation motives, thereby illustrating a convoluted interplay of motivations in 
the realm of remittance behavior.

 Smith (1776) defined human capital as skills gained through experience, education, and 
training, which contribute to societal value. Valdero Gil (1970) found that remittances have a 
significant positive effect on health outcomes in Mexico, particularly for households without 
health insurance. Anten (2010) discovered that remittances have a substantial beneficial effect on 
the nutritional status of Ecuadorian children. Edwards and Ureta (2003) observed that remittances 
improve school retention in El Salvador more than other sources of income. Mansuri (2006) 
concluded that remittances positively affect human capital development and reduce gender-based 
education disparities in rural Pakistan. Acosta (2011) found that remittances decrease child labour 
and increase girls' school attendance in El Salvador. Hanushek (2013) argued that human capital is 
crucial for economic growth in developing nations. Koska et al. (2013) and Acharya and Gonzalez 
(2014) established significant correlations between remittances and human capital development in 
Egyptian and Nepalese children. Headey and Hoddinott (2015) attributed reduced childhood 
malnutrition in Nepal to migrant remittances. Bouoiyour et al. (2016) found that Moroccan house-
holds receiving remittances have increased school attendance. Binci and Giannelli (2018) conclud-
ed that remittances improve children's access to education and reduce child labour in Vietnam. 
These studies collectively highlight the important role of remittances in enhancing human capital 
and contributing to societal development.

 Agriculture is the main source of income in many developing countries, and low labour 
productivity is a major factor in the pervasive rural poverty (Geffersa, 2023). Lucas (1987) identi-
fied both the short- and long-term socioeconomic effects of migration and remittances, pointing 
out that remittance spending and investment eventually had beneficial results despite early nega-
tive effects on labour availability. Studies on migration to South Africa's mines found that 
although migration short-term decreased grain yields, remittance-driven investments eventually 
increased productivity and cattle accumulation, leading to greater salaries at home. Maharjan et al. 
(2013) discovered that migration reduced family labour at farms in Nepal's Western hills, but 
remittances alleviated capital constraints without affecting necessary farming inputs. On the other 
hand, Huy and Nonneman (2015) investigated how migration affected Vietnam's agricultural 
output and came to the conclusion that remittances made up for the loss of workers, encouraging 
greater investment and output in the sector. This demonstrates the complex ways that migration 
and remittances affect the dynamics of agriculture in developing nations. Limited research exists 
on the impact of remittances on household spending patterns in Nepal, particularly in Pokhara 
Metropolitan. Despite numerous studies on remittance effects globally, little attention has been 
given to Nepalese spending habits. Addressing gaps in the literature, it seeks to shed light on the 
consequences of remittances on spending patterns, providing insights into micro and macroeco-
nomic impacts not extensively covered in existing research.

Methods and Materials

 This study focuses on examining the social and economic consequences of remittance on 
house holds in Pokhara Metropolitan City. It analyzes the spending patterns of remittance-receiv-
ing and non-receiving families in various household activities. The study uses a descriptive cum 
comparative research design and collects data from respondents through questionnaires. It also 
employs a comparative research methodology to compare the spending pattern of remittance-re-
ceiving and non-receiving families. The core data for the study come from respondents' question-

naire responses. The study population consists of families in ward number 14 of the Pokhara 
Metropolitan city. A pilot survey was conducted to determine the sample size, with 15 percent of 
households receiving remittance and 85 percent not receiving remittance. The sample size for the 
study was determined using the formula for an infinite population sampling technique. A sample 
size of 200 houses was chosen for the multivariate analysis, with 100 samples from each group. 
Convenience and snowball sampling methods were used for sample selection. The study uses 
quantitative nature of data, from primary sources through structured questionnaire. Both descrip-
tive and inferential analysis have been used as analytical techniques. Descriptive analysis helps in 
summarizing data points to identify patterns. It is a crucial step in statistical data analysis. Inferen-
tial analysis generalizes sample results to the population. Descriptive statistical tools used in the 
study include frequency, percentage, mean, median, and standard deviation. Mean difference was 
used to analyze income and consumption data. Inferential statistical tools used are the chi-square 
test and independent samples t-test.

Research Framework and Definition of Variables

 The following framework has been developed for conducting the research's core theme. It 
demonstrates how the various variables are related to one another.

 

1. Remittance Income  The money and other assets sent to the households of migrants are  
    referred to as remittance income.

    The number of family members who work overseas determines  
    how much money a home receives in remittances. The number of  
    family members who work overseas also supports the independent  
    variable remittance.

1.2  Remittance Amount The remittance amount establishes the income of households that  
    consistently receive remittance revenue, which serves as the   
    primary funding source for household expenses.
    Remittance frequency also assesses how much money households  

    regularly get in remittances. Remittance frequency as a percentage  
    of annual household income indicates how much money a house 
    hold has to cover expenses.

2 Non- Remittance income Non-remittance income is the amount of money people earn   
    domestically or through businesses they run within a nation.
    Income of non- remittance receiving families depends on number  
    of domestic employment workers within a country.

    Heirlooms and family business generate income other then   
    employment and remittance for the family.

Dependent Variables

Results
 In particular, analysis of the data has been carried out per specific objectives, where 
patterns have been examined, evaluated, and conclusions are derived from them. Results have 
been chiefly presented as demographic data from study participants, descriptive statistics analysis, 
independent samples t-test results, and chi-square test findings that examined the influence of 
independent variables on dependent variables. 

 Table 2 shows the genders of the heads of the two research categories households that get 
remittances and those that do not. As per the data, more women-headed households with a mean 
age of 48 in families that received remittances, whereas more men-headed households with a mean 
age of 50 in families that did not get remittances. Due to male family members moving overseas 
for employment and other possibilities, there were more female household heads among the 
households who get remittances. 

Table 3
Independent Samples T-Test Between Remittance Receiving and Remittance Non- Receiving 
Households on Human Capital

Source: Field Survey, 2022 & SPSS output.

 The amount of money spent on human capital by families receiving remittances and those 
not receiving remittances were compared using independent samples t-tests. The test on health 
investment revealed variations in the scores that were statistically significant (t(df= 198)=14.01> 
critical value(1.96), p-value(0.000)< level of significance(0.05), with the mean score for remit-
tance-receiving families being higher (M=39,625, SD=20,267.949) than for remittance-non-re-

ceiving households (M=9,125, SD=7,943.42). The magnitude of the difference in the means 
(mean difference= 30,500.00) was significant. Similarly, the test for comparison of investment in 
education amongst the households showed significant differences (t (df= 179) =6.52, p=0.001) in 
the scores with the mean score for remittance-receiving families (M=93,136.36, SD= 42,920.72) 
which was higher than of remittance non receiving households (M= 55,483.87, SD= 34,474.82). 
The mean difference= 37,652.49 was significant as calculated t- value 6.52 > critical value (1.96) 
and p-value is less than level of significance i.e. (0.001<0.05). Hence, H1 is accepted, and the 
conclusion is drawn that the amount that both households invest in human capital through health 
and education differs significantly.

Table 4
 Remittance Receiving and Remittance Non- Receiving Households* Involvement in 
Agriculture Cross Tabulation, Chi-Square Test for Association Between Nature of Households 
and Involvement in Agriculture

Note: a. 0 cells (0.0%) have expected count less than 5. The minimum expected count is 41.50.
b. Computed only for a 2x2 table
c. *If P value (asymptotic significance) < 0.05, Correlation is significant.
Source: Field Survey, 2022 and SPSS output

 Table 4 shows that only 16 percent of the households receiving remittances are engaged in 
agriculture or farming, while 84% is not. Meanwhile, 67% of families that did not receive remit-
tances are engaged in farming and agriculture. A conclusion can be drawn that a higher proportion 
of households not getting remittances are engaged in farming and agriculture.
To test any association between the nature of households and involvement in agriculture and 
farming, a chi-square test was conducted which resulted in a significant association at a 5% 
significance level between the nature of households and involvement in agriculture and farming; 
[χ2(1,200)= 53.568, p-value 0.002<0.05] which supports second alternative hypothesis (H2) i.e. 
Labour migration for remittances has led to a lack of Labour, which has led to a decline in fami-
ly‘s involvement in farming and agriculture.

Discussion

 The primary objective of the study was to examine the socio-economic repercussions of 
remittances on households residing in Pokhara valley. To accomplish the overall purpose of the 
study, this main aim was further divided into two sub-aims. The initial objective of the study 
aimed to evaluate and compare the levels of investment in human capital, specifically in terms of 
health and education, between two categories of households: those receiving remittances and those 
not receiving remittances. To address the second objective and respond to the second research 
question, Hypothesis 2 (H2) was formulated.

 The first hypothesis asserts that there is a significant difference in the investment levels in 
health and education between the two types of households. The independent samples t-test 
indicates that households receiving remittances allocate a considerably higher amount of resources 
towards the healthcare and education of their family members compared to households that do not 
receive remittances. Moreover, a majority of remittance-receiving households opt for private 
hospitals for superior healthcare services and private schools for better education. On the other 
hand, households not receiving remittances rely on government or public hospitals for healthcare 
and send their children to government or public schools. The findings of this study align with 
numerous previous studies conducted on the same subject. Many studies emphasize the substantial 
variation in investment levels in human capital, with remittance-receiving families allocating 
higher expenditures towards the health and education of their family members compared to 
remittance-non-receiving families (Adams, 2006; Castaldo). Similarly, Mansuri (2006) showcased 
a significant positive impact of remittances on the accumulation of human capital in Pakistan. 

 Likewise, the second objective of this study was to investigate whether labour migration 
for remittances has resulted in a shortage of labour, subsequently leading to a decline in family 
engagement in farming and agriculture. The second hypothesis argues that there is indeed an 
association between the nature of households and their involvement in agriculture and farming, 
suggesting that labour migration for remittances has resulted in a decrease in labour availability 
and consequently reduced family participation in farming and agriculture. The chi-square test 
reveals the existence of an association between the nature of households (remittance receiving and 
remittance non-receiving) and their involvement in agriculture and farming. The NLSS-III (2011) 
study yielded similar findings to those of another study, indicating that emigration leading to a 
lack of workforce results in uncultivated land, decreased agricultural output, and the need to 
import food grains. Similarly, Maharjan et al. (2012) argue that the migration of a family member 
has resulted in a reduction in family labour input on farms in the Western hills of Nepal. However, 
Huy and Nonneman (2015) arrived at a contrasting conclusion in their survey, asserting that the 
migration of male family members actually led to a decrease in available male labour on the farm. 
This, in turn, led to an increase in female participation in farming and the potential utilization of 
remittances to address issues of food insecurity.

Conclusion and Implications

 The research's analyses and findings demonstrate that remittances from overseas have 
positive socio-economic ramifications on immigrant households. It can be inferred that remittance 

income has bolstered the purchasing power of recipient households, leading to an increase in their 
expenditure capacity. By this investigation, families receiving remittances allocate a greater 
portion of their resources to health and education services, which are regarded as investments in 
human capital in comparison to families not receiving remittances. The enhancement of the 
socio-economic status of recipient households has a significant positive impact. Nevertheless, the 
migration for the purpose of remittance has resulted in a decreased labour supply and increased 
reliance on remaining family members, negatively affecting involvement in agricultural activities. 
The study's narrow focus suggests that recipient households allocate more resources to household 
consumption and investment in human capital compared to families not receiving remittances. 
Further research is undoubtedly necessary to comprehensively examine and understand the 
socio-economic consequences of remittances on households, as the current analysis does not 
accurately portray the overall situation for the entire nation. Additionally, it was challenging to 
locate research on the motivation behind remittances during the investigation. Therefore, the 
motivation behind remittances may be a subject for further study and research.

 This investigation holds various implications for practitioners, academics, and policymak-
ers. It can be discussed as a basis for recommendations and areas of future research. As a develop-
ing country, Nepal heavily relies on remittances and subsistence farming. Due to the persistent 
underdevelopment of the industrial and production sectors, there has been an increase in imports 
and a decrease in exports. Despite the study asserting that remittances serve as a significant source 
of foreign exchange and are expanding in the national context, their primary use is to stabilize the 
balance of payments deficit rather than support capital development. Consequently, policymakers 
should formulate measures that can encourage remittance investments in the development of the 
domestic economy and national output, ultimately reducing import trends and balancing payment 
deficits shortly. Similar to how remittance income benefits society by elevating individual income 
and social status, it has had a profound impact on agricultural output. To utilize remittance funds 
to increase agricultural productivity and expand the industrial sector, the government should 
implement initiatives that support agricultural production, small domestic industries, and the 
creation of a robust market.

1.3 Frequency of 
sending remittance
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employment workers

2.2 Heirlooms and family business

 

 

 

 

 

The present market value of land and buildings the different 
families possess beyond heirlooms has been considered in 
this study as their investment value (Amount in Rupees). 

 

Dependent Variables 

1. Investment in 
Human   capital 

It refers to investment in children's education and health 
facilities for family members for better access. It hugely 
depends on the income of the family. 

 
1.1 Educational 
expenses 

It includes each family's yearly expenditure on their 
children's educational activities. Types of schools (Private/ 
Government or Public) also depend on the family status and 
income. 

 
1.2 Health Expenses It includes the yearly expenditure of each family they pay 

for access to better health facilities. 

 2. Investment in 
Assets 

Investments are assets bought or invested in increasing 
wealth and preserving hard-earned cash or appreciating 
assets. This study has considered investments in land and 
buildings and investments in businesses, shares and bonds. 

 2.1 Land and building 
(Beyond heirlooms) 

 2.2 Share, Bond and 
Debenture 

Investment in financial market instruments have been 
included in this study made by different families and 
households. 

 

sector, it is crucial for risk assessment to detect and manage social and environmental risks. 
Regulation, voluntary actions, and sustainable finance all support responsible banking practices. 
To include sustainability considerations in the basic activities of the financial sectors, cooperation 
between banks, regulators, and stakeholders is required. The importance of good risk assessment, 
sustainable finance, and regulatory framework in accomplishing sustainable aims is enhanced by 
sustainable and responsible banking (Oyegunle & Weber, 2015). The application of green banking 
practices has been considerably aided by the adoption of international standards and the imple-
mentation of regulatory rules and guidelines. Transparent and motivating regulations and 
standards are necessary for the financial sector to act consistently. The use of technology has made 
it feasible to offer eco-friendly products and services. Therefore, encouraging green banking 
practices and achieving environmental goals may need the use of technology (Asim et al., 2020). 
The Equator Principles (Eps) is one of the self-regulatory mechanisms in promoting sustainable 
finance (Contreras et al., 2019).  The banks and financial institutions have international business 
with higher profitability and stronger corporate governance are highly motivated to adopt Eps. It 
can promote sustainable finance and responsible banking practice (Herbert Smith Freehills, 2013). 
Banks and Financial Institutions (BFIs) can help the private sector adapt to environmental and 
social sustainability by increasing green financing and inclusive lending. BFIs are also addressing 
environmental and social risks in their own operations and reducing their carbon footprint. They  
are concerned about being at a competitive disadvantage if they implement E&S risk management 
procedures  (NRB, 2019). The main aim of the ESRM guideline is for BFIs to incorporate envi-
ronmental & social risk management into the credit risk management process to fully inform the 
credit authority of E&S risks before making financing decisions (Nepal Rastra Bank, 2018). 
ESRM guideline focuses on environmental, social, and climatic risks related to the BFI's client's 
business activities, which are increasingly important for Nepal. It intended to develop and imple-
ment an environmental and social management system (ESMS) in accordance with local and 
international standards. Additionally, it provides E & S risk management tools and templates, and 
explain various applicability in various types of financing. 

 Global scenario of green banking guidelines  

 Nepal is becoming increasingly susceptible to the effects of climate change; it is crucial to 
acknowledge the rising costs associated with such changes and the necessity of implementing 
measures aimed at minimizing carbon emissions. In light of this, Nepal is faced with the urgent 
task of establishing a green financial system that can effectively internalize externalities related to 
the environment, while simultaneously working towards reducing risk perceptions. (UNDP, 2021). 
According to the IFC country progress report (2022), it is essential to develop and implement a 
sustainable finance roadmap to highlight the need and opportunities of green finance in Nepal. 
Some of the green baking policy and initiative in the global scenario are as follows:

the world. Some of the countries like Colombia, Magnolia, Pakistan, Belgium, Sweden, the 
UK, Norway, and the Netherlands follow the voluntary compliance of green banking guidelines. 
But many other countries like Nepal, India, China, Japan, France, Vietnam, Magnolia, Nigeria, 
Lebanon, Indonesia, and Bangladesh implemented mandatorily green baking initiatives(Park & 
Kim, 2020).

Green Investment Opportunities in Nepal

 As the nation with the least advanced development, Nepal  faces the challenge of effec-
tively managing the necessary funds to undertake intricate development interventions aimed at 
mitigating risks and fostering a resilient society (Lohani, 2023). In its pursuit of this objective, 
Nepal is endeavoring to incorporate catastrophic risk reduction and management into the entirety 
of its development process.   In this particular, there is an urgent need to address trade-offs 
between the growth of transportation and energy infrastructure and conservation goals through 
multi-sectoral collaboration and agreements (Adhikari et al., 2023). In Nepal, various financing 
practices have been introduced. However, these practices are currently in a state of evolution. In 
order to establish sustainable financing mechanisms, it is imperative to establish clear operational 
guidelines that align with the existing legislations. (Basnyat et al., 2014). Sustainable banking and 
finance techniques are used to achieve the Sustainable Development Goals (SDGs). Banks and 
financing institutions can support to achieve SDGs by financing for projects that promote sustain-
ability in the nation, such as infrastructure, renewable energy and sustainable agriculture (Feridun 
& Talay, 2023). However, the sustainability performance of those financing institutions can 
measure with the consideration of environmental, social and governance (ESG) issues of project 
financing (Rosalina et al., 2023). 

 Green finance stands out as a crucial element among the many sub-platforms supporting 
the five theme sustainable development goals that the UNDP has adopted. Moreover, banks and 
financial institutions (BFIs) are enhancing their ambition by collaborating with international 
organizations and creating green finance mechanisms. The National Determined Contribution 
(NDC) to the Paris Agreement, the "Guidelines on Environmental and Social Risk Management 
for Banks and Financial Institutions (ESRM)" circulated by Nepal Rastra Bank (NRB) in 2018, 
and subsequent directives for implementation serve as the major guiding frameworks for assessing 
green finance. These frameworks form the basis of Nepal's regulatory-driven approach towards 
the subject matter (Banks et al., 2018). In Nepal green finance opportunity  has the potential to 
unlock a $46.1 billion climate-smart investment opportunity by 2030 (Mahat et al., 2019). Nation-
al Determined Contribution (NDC) has also encouraged green energy, sustainable transport, 
climate-friendly agriculture products, and a low-carbon economic development strategy, this may 
stand as the landmark for shifting traditional finance to green and sustainable finance in banking 
sector.  As of mid-July 2022, the allocation of credit by commercial banks to the sectors of 
agriculture, energy, and small/cottage industry accounted for 12.28%, 5.51%, and 9.85% respec-
tively, in relation to their overall investment. By mid-July 2025, the corresponding percentages of 
total credit extended by commercial banks to these sectors are required  to rise to 15%, 10%, and 
15% (NRB, 2022).  In an effort to promote and stimulate the adoption of Green Financing, a 
preliminary version of the Green Taxonomy is set to be compiled, encompassing a broad range of 
pertinent subjects, including but not limited to the issuance of green bonds, the disclosure and 

assessment of climate-related risks, as well as the identification of capital requirements. The 
submission of the preliminary report, which represents a significant milestone in the ongoing 
process of formulating the aforementioned draft, has been met with approval (NRB, 2023). 

 Green banking and financing are the recently growing practices in Nepal to promote 
eco-friendly projects and initiatives, contributing to sustainable development. Policies and provi-
sions are intended to promote fundings in renewable energy, agriculture, transportation waste 
management, and more aiming to reduces carbon footprint, mitigates climate change, and protects 
natural resources. Additionally, to enhances the reputation of financial institutions by attracting 
socially conscious customers, investors and other stakeholder moving towards the sustainable 
development, environmental protection, and a resilient economy for the future green financing is 
utmost necessary in Nepal. Considering the significance, this study aims to identify the current 
policy provisions and practices of green and sustainable banking guidelines in adherence to 
environmental and social risk management of the commercial banks in Nepal. 

Methodology

 The research is descriptive in nature and based on the secondary source of data.  The 
implementation status of Environmental and Social Risk Management (ESRM) guidelines in 
commercial banks, as well as other policies, provisions, and priorities for the growth of green 
finance, were evaluated. The study's purview is restricted to the financial industry, and data 
analysis from financial institutions other than commercial banks was also disregarded. Data and 
statistics for the analysis are taken from the Nepal Rastra Bank's ESRM report for the fiscal years 
2078/79 and 2079/80 and policy provisions regarding the same.  The reports include the data from 
the BFI reporting templates found in ESRM guidelines Annex 11 of the NRB. The study examines 
the current status of policy formation and governance, employee training and capacity building for 
ESRM, and the integration of environmental and social risk into core risk management of the 
commercial banks. The study also revies the policy, provisions and opportunities to develop 
sustainable and green banking practices in Nepal. 

Results and Discussion

Policy provisions to support sustainable and green banking in Nepal
 The major policy and guideline about green banking and sustainable banking practices in 
Nepal is ESRM for banks and financial institutions in Nepal. Climate Change Financing Frame-
work (2017), Climate Change Policy (2011), Forest Investment Program: Investment Plan for 
Nepal (2017). Industrial Enterprises Act (2020) and Agriculture Development Strategy 
(2015-2035) were also supported for sustainable banking, sustainable finance and green banking 
practices in Nepal.  The ESRM guidelines have been formulated with the intention of assisting 
banks and other financial institutions (BFIs) in the management of environmental and social risks 
that are associated with their operation (Nepal Rastra Bank, 2018). This is achieved through the 
provision of exemplary practices and tools for risk management, while also promoting the adop-
tion of low-tech and environmentally conscious while financing decision. Climate change financ-
ing framework (2017), content pertain to various aspects of Nepal's sustainable development and 

the mitigation of climate change through banking activities and services.  The Industrial Policy 
enacted in 2011 has been designed with the intention of fostering the growth of reliable and 
long-lasting industrial entrepreneurship. This policy actively advocates for the adoption of envi-
ronmentally conscious technologies by companies, thereby encouraging sustainable practices and 
minimizing the negative impact on the environment. Moreover, one of the core objectives of this 
policy is to facilitate the transformation of existing sectors into models that are not only devoid of 
pollution but also free from carbon emissions. By emphasizing the importance of these transfor-
mative measures, the Industrial Policy of 2011 aims to pave the way for a greener and more 
sustainable industrial landscape. The acknowledgment of the importance of sustainable agricul-
ture, encompassing organic farming, clean technology, animal welfare, and the preservation of 
biodiversity, is a fundamental aspect of the Agriculture Development Strategy 2015-2035. The 
Climate Change Policy (2019) places great importance on the establishment of climate-resilient 
infrastructure, the promotion of climate-resilient socioeconomic development, and the adaptation 
of natural resource management strategies to accommodate the impacts of climate change. In 
order to effectively tackle the challenges posed by climate change, this policy also establishes a 
dedicated fund to address climate change-related concerns. Nepal’s Second Nationally Determined 
Contribution (NDC) under the Paris Agreement delineates its dedication to the advancement of 
low-GHG emission development, sustainable energy production, the implementation of e-vehi-
cles, biogas infrastructure, and the attainment of carbon neutrality in renowned tourist areas. The 
National Adaptation Plan endeavors to mitigate the adverse effects of climate change and enhance 
Nepal’s departure from the classification of least developed countries by means of enhanced 
strategic planning and synchronization with sustainable development goals, with the ultimate aim 
of reducing damage and losses inflicted by climate change impacts (NPC, 2017). 

Following are the sustainable and green banking initiative and guidelines in Nepal: 

Source: IFC Country Progress Report (2022)
 The Environmental and Social Risk Management (ESRM) guidelines of the Nepal Rastra 
Bank establish a requirement for banks to evaluate and mitigate the environmental and social 
impacts of their operations. Furthermore, the baseline report on Sustainable Development Goals 
by the National Planning Commission provides a strategic direction for aligning financial products 
and services with the nation's sustainability objectives. Moreover, the 2019 Environmental Protec-
tion Rules offer additional guidance by setting forth environmental safeguards for various sectors. 
Financial professionals equipped with the requisite knowledge and skills engage in Environmental 
and Social Due Diligence (ESDD) measures to effectively assess and manage environmental and 
social risks. This comprehensive approach, incorporating regulatory frameworks, national objec-
tives, and environmental safeguards, paves the way for a more sustainable and responsible bank-
ing landscape in Nepal (Report, 2022).

 Green banking practices by Implementation of ESRM Guidelines 

 After the introduction of mandatory guidelines on Environment Social Risk Management 
(ESRM) by Nepal Rastra Bank, there has been significant progress observed in the implementa-
tion of ESRM guidelines by the commercial in Nepal. The majority of commercial banks have 
formulated policies and procedures pertaining to ESRM and have demonstrated their commitment 
to human resource development through training and participation in relevant programs. However, 
it is of utmost importance for these banks to integrate environmental and risk management consid-
erations into their core strategies, as this serves as a crucial indicator of policy implementation. 
The results show that banks are not adhering to the rules when it comes to rejecting loans from the 
exclusion list, and none of them have rejected any transactions related to E&S risk management. It 
suggests that instead of actively participating in risk analysis and rating in their business opera-
tions, regulators should exercise caution regarding the potential danger posed by banks and 
concentrate instead on completing compliance obligations. Provided below is an overview of the 
compliance status of commercial banks in Nepal in relation to the ESRM guidelines.
Table 1 
Policy formulation and governance

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79; 2079/80)

Table, 1 depicts the result of policy formulation and governance of ESRM guidelines. Result 
shows that the ESRM policy and procedure formulation and board approval in year I and II have 
88 percent and 100 percent commercial banks respectively. Only 69 percent commercial banks 
were nominated environmental and social (E &S) risk officer in 2078/79 but this result increased 
in 2079/80 by 90 percent commercial banks. All of the commercial banks formulated environmen-
tal and social risk management policy and procedure then approved from their board. However, 
Himalayan Bank Limited and Nabil bank limited did not appointed E & S officer under even 
though mandatory circular made by Nepal Rastra Bank till the study period.  
Table 2 
Employees training and capacity building 

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79; 2079/80.)
 Tables 2 show the data and statistics, providing a quantitative overview of the ESRM 
trainings budget allocation, programs conducted and participated in training workshop and semi-
nars of commercial banks.  In this specific case, 14 commercial banks were allocated budget to 
ESRM training programs in 2078/79 which is 54% of the total banks, whereas only 13 commercial 
banks were allocated in 2079/80. Similarly, 22 banks were planned ESRM training programs and 
participated in the same in 2078/79.  There is no more progress in 2079/80 for the training and 
capacity building for ESRM, Agriculture Development Bank, Laxmi Sunrise Bank, Rastriya 
Banijya Bank, and Standard Chartered Bank were not conducted such programs during the period. 
Table:3
 Incorporation of environmental and social risk in core risk management

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79, n.d.)

 Table 3 presents the particulars concerning the incorporation of environmental and social 

risk into the fundamental risk management practices of banks in accordance with the implementa-
tion of ESRM guidelines. In 2078/79, there were none of banks were rejected loan on the basis of 
the exclusion list criteria, in 2079/80, only one bank (Nepal Bank Limited) follows this indicator 
of the guideline. The Environmental and Social (E&S) Due Diligence (ESDD) was conducted by 
18 banks in 2078/79, and this figure increased to 80% or 16 banks out of 20 commercial banks in 
2079/80. The proportion of the total disbursed loan portfolio subjected to ESDD in first year was 
only 11 banks, which experienced a significant rise to 75% or 15 out of total in next year. The 
E&S Risk Rating indicator, the percentage of transactions that were disbursed based on the 
Environmental and Social (E&S) Risk Rating in 2022, 81% of banks practiced disbursing loans 
based on this rating, a figure that further increased to 90% in 2023. The specific Environmental 
and Social (E&S) Action Plan was employed for 38% of transactions in 2022, and this percentage 
increased to 50% in 2023. Notably, no transactions were rejected for E&S risk management in 
both years. The indicator measuring the proportion to which E&S Risk is integrated into the core 
risk management practices of commercial banks remained constant in both years. Overall result of 
the implementation of guidelines reflects there is significant progress made for incorporation of 
environmental and social risk management into their core business strategies and beneficial to the 
E &S improvement for the commercial banks in Nepal.  Some of the commercial banks such as 
Agriculture Development Bank, Himalayan Bank, NICAsia Bank, and Rastriya Banijya Bank 
need to improve their implementation status of given indicators. 

 Discussion

 The green banking guidelines and Environmental and Social Risk Management (ESRM) 
policies, has been observed in several South Asian nations including Bangladesh, China, India, 
and Pakistan (Y. Q. Zhang, 2023), (Li, 2023). These nations have established comprehensive 
frameworks to encourage banks to adopt environmentally sustainable practices in their operations 
and investments. The application of such green banking practices has resulted in a reduction in 
commercial CO2 emissions while contributing to the attainment of green economic recovery and 
sustainable development. Green Finance is an investment or lending program that incorporates 
environmental impact into risk evaluation and uses environmental incentives to influence business 
decisions, to enhance human well-being, social equity, and ecological integrity while decreasing 
environmental risks (Soundarrajan & Vivek, 2016). The prior research found that the implementa-
tion of environmentally friendly banking practices is significantly impacted by policy, day-to-day 
operations, and investments (Rehman et al., 2021). Empirical result of green banking activities and 
effective implementation of such guidelines found to reduce long-term cost, boost the banking 
industries effectiveness and promote sustainable economic development of the nation in Bangla-
desh (X. Zhang et al., 2022).  Green  financing and implementation of policies related to green 
banking  have positive impact of environmental performance, daily operation and customers 
related performance of the banks and financial institutions (Chen et al., 2022).  The interconnec-
tion between sustainable development and financial sector stability is evident as various factors 
such as climate change, wealth distribution, energy use, competition for water resources, and 
emerging countries' roles will significantly influence the financial sector, necessitating a strategy 
shift to ensure investments in sustainable development and the ability of the financial sector to 
handle sustainability risks (Weber, 2015). The collaborative efforts of banking institutions in 
promoting green recovery have been acknowledged as essential, particularly in emerging econo-

mies. In addition to this, central banks and financial authorities have actively participated in the 
formulation of sustainable banking frameworks and regulations to bolster green finance initiatives. 
The implementation of the green banking concept in emerging economies will enable banks and 
firms to efficiently utilize their limited resources, address the global challenge of sustainability, 
and protect the natural environment, through financing green technology and pollution-reducing 
projects, as part of a broader green initiative (Jaydatta & Nitin, 2017). 

 South Asian countries have made notable advancements in the implementation of green 
banking guidelines and policies to tackle environmental challenges and foster sustainable growth 
(Y. Q. Zhang, 2023). The significance of environmental and social risk management guidelines for  
the banking sector is steadily increasing. Banks must integrate environmental, social, and gover-
nance (ESG) risk into their risk management systems, adapt their business and risk strategies, and 
ensure transparency. Efforts are being made to establish environmental regulations and voluntary 
initiatives that establish benchmarks for the measurement and management of environmental risk 
in banks (Bruno & Lagasio, 2021). The importance of climate risks and the necessity for banks to 
allocate credit and investment to more sustainable sectors have been emphasized by climate 
change and the 2030 Agenda for Sustainable Development. Driven by political pressure and 
concerns about reputation, banks and project companies employ E&S standards for sustainability 
and risk management purposes (Mertens et al., 2023). Environmental risk has an impact on the 
operational and strategic activities of banks, and central banks face distinct challenges in address-
ing this risk. In general, there is a growing recognition of the requirement for guidelines and 
regulations to manage environmental and social risks within the banking sector. The exploration 
of sustainable finance implementation within the financial services industry, particularly in the 
banking sector, has been undertaken, revealing the necessity for improved execution and emphasis 
on environmental sustainability (Mozib Lalon, 2015). The regulatory authorities or central bank 
have important role for greening the financial system and implementation of different policies and 
guidelines in the country (Khairunnessa et al., 2021). Prior research of green banking performance 
in Nepal  found that the environmental training of the employees will positively contributed for 
environmental performance of the banks  (Risal et al., 2018). The efficient application of the 
regulations, guidelines, and circulars of the regulatory authorities in the banks and financial 
institutions has favorably influenced the development of a sustainable path, as indicated by the 
varied findings of the empirical studies.

Conclusion, Implications, and Future Research Directions

 Financial entities in Nepal have been encouraged to incorporate social, environmental, and 
governance considerations into their strategies and choices as per NRB guidelines. The guidelines 
and various circular issued by the NRB are intended to encourage responsible lending, minimize 
risks and promote investment. Nepal Rastra Bank has encouraged BFIs to increase their credit in 
green investment. To promote green financing preliminary draft of the Green Taxonomy has been 
drafted and approved by Nepal Rastra Bank. This study analyzes the implementation status of 
ESRM guideline circulated by Nepal Rastra bank to promote sustainable banking through environ-
mental and social risk management in bank transactions.  Commercial banks are mostly imple-
mented the policy formulation and governance indicators of the guidelines.  The significant 
progression is not found in training and capacity building of their human resource in the banks 

Source: (Park & Kim, 2020), (Asim et al., 2020), (SBN Country Report 2022)

 Environmental and social risk management guidelines is mandatory policy and 
procedure circulated by Nepal Rastra Bank as a green and sustainable banking guide-
line.  There is a different code of conduct for the implementation of such initiatives in 

regarding environmental and social risk management. Regarding the incorporating environmental 
and social risk in core risk management found a significant progression of the commercial banks 
in different indicators issued by the Nepal Rastra Bank. However, the banks are not adhering to 
the rules when it comes to rejecting loans from the exclusion list, and none of them have rejected 
any transactions related to E&S risk management. It suggests that instead of actively participating 
in risk analysis and rating in their business operations, regulators should exercise caution regarding 
the potential danger posed by banks and concentrate instead on completing compliance obligations.
 
 Nepalese banking sectors are beginning to adopt the sustainability practices and they are 
effectively implementing the guidelines and various circular issued by the Nepal Rastra Bank. The 
implication of the sustainable banking practices and green banking guidelines have potential to 
drive positive changes in financial industry. It promotes reputation and brand values, environmen-
tal sustainability, social responsibility, investment opportunity and long-term economic growth in 
the country. The integration of ESG consideration into core business strategies and decision-mak-
ing process will helps to minimize overall risk of the banking industry. 

 The study usages only the secondary data of ESRM report published by NRB. Further 
research should examine the overall green banking and environmental performance of the com-
mercial banks by collecting and analyzing qualitative and quantitative data compromising individ-
ual performance of the banks. Further study can evaluate the financial performance and overall 
sustainability status of commercial banks with align from the compliance of ESRM guidelines in 
Nepal.  Additionally, the research may be conducted the investment of banks in accordance to the 
guidelines of green finance projects and overall mitigated environmental harmful activities and 
such environmental risk of financing projects.
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forms the global economy and socio-cultural interdependence. Notably, migration from South 
Asia to developed countries has surged, a trend projected to endure. In Nepal, where the labour 
force comprises, 79.60 percent aged 15 to 64 (CEIC, 2021), 56 percent of households have the 
opportunity to receive remittances (NLSS-III, 2011), contributing almost 30 percent to the coun-
try's GDP (WBG, 2021). Remittance revenue is vital for Nepal's economic health, with receipts 
growing from 44.16 million US dollars in 1996 to 7795.56 million US dollars in 2020 (WBG, 
2021). Remittances, essential for developing nations, influence GDP expansion, impacting 
individual income, healthcare, and education (Alishani & Nushi, 2012). Migration-driven remit-
tances fueling economic growth, shaping socio-cultural ties, and enhancing individual welfare 
underscore the indispensable role of global migration in contemporary economies.

 Remittances, typically defined as a portion of a migrant's earnings sent to their country of 
origin, predominantly encompass financial transactions, although non-cash products are also 
considered (Pant, 2004). This term commonly denotes transfers made by migrant workers, yet it's 
crucial to recognize that refugees and migrants without the same legal status also contribute to 
remittances. The increasing flow of remittances from migrants addresses challenges in developing 
nations such as low employment, income rates, rising poverty, and unequal income distribution 
(Dhungana & Pandit, 2016). These financial inflows serve as a vital source of household income, 
alleviating poverty, elevating social standing, and facilitating economic stability. Remittances 
have evolved into a significant government funding source and a poverty eradication strategy, 
with substantial investments in trade and business, alongside conspicuous spending and durable 
goods (Edwards & Ureta; Acosta, 2011). Remittances, encompassing financial transactions from 
migrants, refugees, and those without legal status, play a pivotal role in alleviating poverty and 
fostering economic stability in developing nations.

 Globally, remittances totaled $605 billion, projected to rise by 4.2 percent to $630 billion 
by 2022 (WBG, 2021). Nepal, ranking top in South Asia and sixth globally, heavily relies on 
remittances, constituting 25 percent of its GDP (WBG, 2021). In the latest fiscal year, Nepal 
received NPR 699 billion (USD 6.56 billion) in remittances, representing over 25 percent of the 
country's GDP, marking the fourth-highest share worldwide (ADB, 2021). While remittances buoy 
the economy and elevate purchasing power, they also pose risks, such as the exodus of educated 
professionals seeking employment abroad, potentially resulting in a loss of valuable human 
resources developed with public investment.

 A growing number of Nepalese workers are departing the country in pursuit of employ-
ment abroad, driven by diminished job opportunities at home (Government of Nepal, 2022). The 
quantum of remittances is contingent on the country's conditions and the migrant count within a 
household, creating a reciprocal relationship between overseas job seekers and remittance inflow 
(Byanjanakar & Shakha, 2021). Economic stability prompts Nepalese labourers to seek opportuni-
ties abroad, prompted by recent violent conflicts and limited prospects domestically (Dahal, 2004). 
Migration and remittance patterns are prevalent in regions marked by political unrest, civil wars, 
economic downturns, low entrepreneurial investment, and economic slumps worldwide (Sirkeci et 
al., 2012). Remittance transfers to Nepal employ specific channels like SWIFT or demand drafts, 
with various established remittance providers such as International Money Express (IME), West-
ern Union, City Express, Himal Remit, Prabhu Remit, and Samsara Remit (WBG, 2021). The 

Financial services, because of their intermediary role, have the power to encourage businesses, 
and individuals from engaging in unsustainable behaviors (Louche et al., 2019). Due to their 
substantial influence, impact, and effects on both the social and environmental aspects, these 
financial institutions are required to address various social and environmental challenges, while 
actively and extensively participating in a multitude of sustainable practices (Zimmermann, 2019). 
Sustainable banks are those financial institutions that give high priorities to social development, 
environmental management, financial inclusion, financial literacy, and energy efficiency in their 
core business operations (Kumar & Prakash, 2019). Sustainable organizations also promote and 
encourage their employees to utilize public transportation means, facilitating and ensuring access 
to individuals with disabilities, and deliberately selecting and opting for suppliers and partners 
who adhere to and comply with stringent environmental and social principles and standards 
(Weber, 2005). Thus, sustainable banking is an emerging banking approach stands as value 
generator for their stakeholders with full consideration of environmental and social issues into 
their activities and operations. 

 The main objectives of green banking are to safeguard the environment and natural 
resources, as well as to provide financial services and address social concerns in the nation which  
can reduce environmental pollution and support to achieve  sustainable development goals in the 
country (X. Zhang et al., 2022).  Such practices should  have goal to minimize credit risk, legal 
risk and reputational risk by excluding investments in  environmentally threat project (Hoque et 
al., 2019). The term “green banking” refers to a variety of financial products, such as green bonds, 
green financing, and other financial instruments, that encourage investments in sustainable 
agricultural growth, renewable energy and climate friendly infrastructure. To create sustainable 
green finance, legal and policy frameworks must be in place. By encouraging investments in green 
technologies, renewable energy, and environmentally friendly farming practices, green finance 
may play a significant role in supporting sustainable development and environmental conservation 
in the nation (Soundarrajan & Vivek, 2016). Incorporating green banking practices positively 
affects environmental performance with creating a link between sustainable banking and environ-
mental outcomes. Environmental-friendly products and services significantly contribute to sustain-
able development  (Rehman et al., 2021). Therefore, social well-being, environmental preserva-
tion, and the nation's overall sustainable development are all impacted by the sustainability prac-
tices of banks and other financial organizations. Do not end your paragraph in citation. It is not the 
part of academic writing.

 Low-income countries have significant gap in their comprehension of basic financial 
concepts, as well as the advantages and hazards connected with specific financial decisions (Leora 
et al., 2020). People have difficulty learning about new innovative financial products and services, 
as well as the consequences of violating the rules and regulations related to financing, social and 
environmental aspects, due to a lack of fundamental knowledge,  regulation of government and 
law enforcement agencies (Roy et al., 2015). As a result, sustainable and ethical banking implies a 
compelling alternative to traditional banks and establishes a valuable precedent for achieving a 
new approach to sustainable finance. Moreover, this type of banking provides not only economic 
benefits to stakeholders, but also social and environmental value to shareholders, clients, employ-
ees, investors, and society as a whole (del Carmen Valls Martínez et al., 2020). In the banking 

traditional "Hundi" practice of informal money transfers persists in Nepalese society. The global 
economic impact of the Covid-19 outbreak has disproportionately affected Nepalese migrant 
workers, especially those in tourism, hospitality, and construction, leading to financial crises for 
many (Study et al., n.d.). The post-pandemic repercussions continue to impact Nepal's economy.

 Pokhara, the second-largest valley in Nepal's hilly region, situated in the Western part and 
part of the Gandaki Province, boasts cultural diversity with Gurungs, Brahmins & Kshetris, 
Newars, Thakalis, Magar, and other occupational castes. Gurungs dominate the city, particularly 
in-migrant communities, making Pokhara the leading remittance recipient (WBG, 2021). Many 
Pokhara residents migrate globally for employment, notably to Hong Kong, Malaysia, Australia, 
America, Japan, Korea, Canada, Saudi, Dubai, Qatar, and India. The impact of remittance flows in 
Pokhara sparks a longstanding debate, with studies suggesting both positive effects on livelihoods 
and negative consequences on agriculture. Given Nepal's significant remittance reception, studies 
on its social and economic implications, especially on migrant households, are imperative. This 
study proposes to scrutinize remittance-receiving and non-receiving families in Pokhara, compar-
ing their consumption patterns, human capital investments, and agricultural involvement. The 
research objectives of this study are to analyze the social and economic consequences of remit-
tance on households in Pokhara Valley by accessing and comparing the level of investment for 
human capital improvement between remittance-receiving and remittance-non-receiving house-
holds and to identify if Labour migration in remittance recipient households has led to a lack of 
Labour, which has led to a decline in family’s involvement in farming and agriculture?

Hypotheses
The following hypotheses have been used to validate the test.

H1 :  There is a significant difference in investment level for human capital improvement   
 between remittance recipients and non-recipient households.

H2:  Labour migration in remittance recipient households has led to a lack of Labour, which  
 has led to a decline in family’s involvement in farming and agriculture.

Literature Review

 As per the sixth edition of the Balance of Payments and International Investment Position 
Manual (BPM6), remittances establish an economic link between migrants and their families in 
their country of origin (Study et al., n.d.). The movement of individuals to other countries, whether 
temporary or permanent, facilitates the generation of income that is wholly or partially transferred 
back to the home economies through formal channels like recordable electronic systems or infor-
mal means, such as trusted friends carrying cash (Mashayekhi et al., 2013). Remittance categories 
include compensations of employees, workers' remittances, and migrants' transfers as defined by 
the balance of payment manual.

 Regarding the impact of remittances on the economic development of recipient countries, 
three influential theories need consideration. The Developmental Optimistic School, predominant 
in the 1950s and 1960s, posits that migration leads to North-South transfers of investment capital 

and exposure to liberal, rational, and democratic ideas, fostering development in recipient nations 
(Adenutsi, 2010). In contrast, the Developmental Pessimistic School emerged in the late 1960s, 
suggesting that migration and remittances may not lead to sustainable development. This perspec-
tive argues that the brain drain from developing countries results in a loss of human capital not 
compensated by remittance benefits (Beine et al., 2001; Acosta, 2011). Additionally, it contends 
that remittances may not be invested productively, potentially causing inflation, loss of competi-
tiveness, and increased imports, challenging the recipient's decisions and creating the possibility of 
the Dutch disease (Taylor, 1999; Chami et al., 2008; Imai et al., 2014).

 Furthermore, heightened openness is likely to foster greater integration between the 
remittance-receiving country and the global community, thereby amplifying imports (De Haas, 
2007). This integration may contribute to a cycle of growing dependency, as argued by De Haas 
(2007). The pessimistic school contends that remittances may lead to a decline in labour supply, 
with individuals substituting work-associated earnings for remittance income, potentially reducing 
the labour force (Chami et al., 2008). This substitution effect could result in individuals choosing 
leisure and alternative non-work-related activities over employment (Barajas et al., 2011; Imai et 
al., 2014). Another concern is the potential increase in corruption associated with remittances, as 
the influx of remittance income may make corrupt practices less costly for the government, 
leading to a rise in corruption levels (Abdih et al., 2008). In this perspective, remittances act as a 
buffer between the populace and the government, exacerbating issues related to moral hazards 
(Anaynwu & Erhijakpor, 2010). A third viewpoint, inspired by the Remittances Development 
Pluralists, offers a stance by acknowledging the limitations of both optimistic and pessimistic 
views. Developed in the 1980s and 1990s, the Developmental Pluralistic View rejects the idea that 
remittances strictly yield positive or negative outcomes in receiving countries, recognizing the 
complexity of the relationship between migration and development (De Haas, 2007; Adenutsi, 
2010). This pluralistic perspective highlights the need for new theories that consider various ways 
in which remittances may affect recipient economies, emphasizing the intricate nature of the 
migration-development nexus (Taylor, 1999). Unlike overarching theories, the pluralistic view 
asserts that the impact of remittances is context-dependent, and no single theory can universally 
explain all outcomes.

 Stark's (1985) delineated four distinct motivations for the transfer of remittances: pure 
altruism, pure self-interest, investment, and tempered altruism. The concept of pure altruism 
encapsulates the migrants' selfless concern for the well-being of their families, particularly in 
times of financial decline (Acharya, 2021). The researcher postulated that remittances under the 
auspices of pure altruism escalate during periods of familial destitution. Conversely, self-interest 
as a motivation entails migrants perceiving remittances as investments, thereby envisaging future 
returns upon their repatriation. The insurance motivation posits remittances as financial safety nets 
for both migrants and their families, effectively mitigating risks in both host and home countries 
(Lubambu, 2014). Investment theory posits that families dispatch migrants as a means to augment 
their overall income, thus considering remittances as dividends on their investment in the migrant, 
leading to an upsurge in remittances during periods of economic upturn. Brown (1997) highlights 
the propensity of migrants to amalgamate self-interest and altruism, primarily propelled by invest-
ment and asset accumulation motives, thereby illustrating a convoluted interplay of motivations in 
the realm of remittance behavior.

 Smith (1776) defined human capital as skills gained through experience, education, and 
training, which contribute to societal value. Valdero Gil (1970) found that remittances have a 
significant positive effect on health outcomes in Mexico, particularly for households without 
health insurance. Anten (2010) discovered that remittances have a substantial beneficial effect on 
the nutritional status of Ecuadorian children. Edwards and Ureta (2003) observed that remittances 
improve school retention in El Salvador more than other sources of income. Mansuri (2006) 
concluded that remittances positively affect human capital development and reduce gender-based 
education disparities in rural Pakistan. Acosta (2011) found that remittances decrease child labour 
and increase girls' school attendance in El Salvador. Hanushek (2013) argued that human capital is 
crucial for economic growth in developing nations. Koska et al. (2013) and Acharya and Gonzalez 
(2014) established significant correlations between remittances and human capital development in 
Egyptian and Nepalese children. Headey and Hoddinott (2015) attributed reduced childhood 
malnutrition in Nepal to migrant remittances. Bouoiyour et al. (2016) found that Moroccan house-
holds receiving remittances have increased school attendance. Binci and Giannelli (2018) conclud-
ed that remittances improve children's access to education and reduce child labour in Vietnam. 
These studies collectively highlight the important role of remittances in enhancing human capital 
and contributing to societal development.

 Agriculture is the main source of income in many developing countries, and low labour 
productivity is a major factor in the pervasive rural poverty (Geffersa, 2023). Lucas (1987) identi-
fied both the short- and long-term socioeconomic effects of migration and remittances, pointing 
out that remittance spending and investment eventually had beneficial results despite early nega-
tive effects on labour availability. Studies on migration to South Africa's mines found that 
although migration short-term decreased grain yields, remittance-driven investments eventually 
increased productivity and cattle accumulation, leading to greater salaries at home. Maharjan et al. 
(2013) discovered that migration reduced family labour at farms in Nepal's Western hills, but 
remittances alleviated capital constraints without affecting necessary farming inputs. On the other 
hand, Huy and Nonneman (2015) investigated how migration affected Vietnam's agricultural 
output and came to the conclusion that remittances made up for the loss of workers, encouraging 
greater investment and output in the sector. This demonstrates the complex ways that migration 
and remittances affect the dynamics of agriculture in developing nations. Limited research exists 
on the impact of remittances on household spending patterns in Nepal, particularly in Pokhara 
Metropolitan. Despite numerous studies on remittance effects globally, little attention has been 
given to Nepalese spending habits. Addressing gaps in the literature, it seeks to shed light on the 
consequences of remittances on spending patterns, providing insights into micro and macroeco-
nomic impacts not extensively covered in existing research.

Methods and Materials

 This study focuses on examining the social and economic consequences of remittance on 
house holds in Pokhara Metropolitan City. It analyzes the spending patterns of remittance-receiv-
ing and non-receiving families in various household activities. The study uses a descriptive cum 
comparative research design and collects data from respondents through questionnaires. It also 
employs a comparative research methodology to compare the spending pattern of remittance-re-
ceiving and non-receiving families. The core data for the study come from respondents' question-

naire responses. The study population consists of families in ward number 14 of the Pokhara 
Metropolitan city. A pilot survey was conducted to determine the sample size, with 15 percent of 
households receiving remittance and 85 percent not receiving remittance. The sample size for the 
study was determined using the formula for an infinite population sampling technique. A sample 
size of 200 houses was chosen for the multivariate analysis, with 100 samples from each group. 
Convenience and snowball sampling methods were used for sample selection. The study uses 
quantitative nature of data, from primary sources through structured questionnaire. Both descrip-
tive and inferential analysis have been used as analytical techniques. Descriptive analysis helps in 
summarizing data points to identify patterns. It is a crucial step in statistical data analysis. Inferen-
tial analysis generalizes sample results to the population. Descriptive statistical tools used in the 
study include frequency, percentage, mean, median, and standard deviation. Mean difference was 
used to analyze income and consumption data. Inferential statistical tools used are the chi-square 
test and independent samples t-test.

Research Framework and Definition of Variables

 The following framework has been developed for conducting the research's core theme. It 
demonstrates how the various variables are related to one another.

 

1. Remittance Income  The money and other assets sent to the households of migrants are  
    referred to as remittance income.

    The number of family members who work overseas determines  
    how much money a home receives in remittances. The number of  
    family members who work overseas also supports the independent  
    variable remittance.

1.2  Remittance Amount The remittance amount establishes the income of households that  
    consistently receive remittance revenue, which serves as the   
    primary funding source for household expenses.
    Remittance frequency also assesses how much money households  

    regularly get in remittances. Remittance frequency as a percentage  
    of annual household income indicates how much money a house 
    hold has to cover expenses.

2 Non- Remittance income Non-remittance income is the amount of money people earn   
    domestically or through businesses they run within a nation.
    Income of non- remittance receiving families depends on number  
    of domestic employment workers within a country.

    Heirlooms and family business generate income other then   
    employment and remittance for the family.

Dependent Variables

Results
 In particular, analysis of the data has been carried out per specific objectives, where 
patterns have been examined, evaluated, and conclusions are derived from them. Results have 
been chiefly presented as demographic data from study participants, descriptive statistics analysis, 
independent samples t-test results, and chi-square test findings that examined the influence of 
independent variables on dependent variables. 

 Table 2 shows the genders of the heads of the two research categories households that get 
remittances and those that do not. As per the data, more women-headed households with a mean 
age of 48 in families that received remittances, whereas more men-headed households with a mean 
age of 50 in families that did not get remittances. Due to male family members moving overseas 
for employment and other possibilities, there were more female household heads among the 
households who get remittances. 

Table 3
Independent Samples T-Test Between Remittance Receiving and Remittance Non- Receiving 
Households on Human Capital

Source: Field Survey, 2022 & SPSS output.

 The amount of money spent on human capital by families receiving remittances and those 
not receiving remittances were compared using independent samples t-tests. The test on health 
investment revealed variations in the scores that were statistically significant (t(df= 198)=14.01> 
critical value(1.96), p-value(0.000)< level of significance(0.05), with the mean score for remit-
tance-receiving families being higher (M=39,625, SD=20,267.949) than for remittance-non-re-

ceiving households (M=9,125, SD=7,943.42). The magnitude of the difference in the means 
(mean difference= 30,500.00) was significant. Similarly, the test for comparison of investment in 
education amongst the households showed significant differences (t (df= 179) =6.52, p=0.001) in 
the scores with the mean score for remittance-receiving families (M=93,136.36, SD= 42,920.72) 
which was higher than of remittance non receiving households (M= 55,483.87, SD= 34,474.82). 
The mean difference= 37,652.49 was significant as calculated t- value 6.52 > critical value (1.96) 
and p-value is less than level of significance i.e. (0.001<0.05). Hence, H1 is accepted, and the 
conclusion is drawn that the amount that both households invest in human capital through health 
and education differs significantly.

Table 4
 Remittance Receiving and Remittance Non- Receiving Households* Involvement in 
Agriculture Cross Tabulation, Chi-Square Test for Association Between Nature of Households 
and Involvement in Agriculture

Note: a. 0 cells (0.0%) have expected count less than 5. The minimum expected count is 41.50.
b. Computed only for a 2x2 table
c. *If P value (asymptotic significance) < 0.05, Correlation is significant.
Source: Field Survey, 2022 and SPSS output

 Table 4 shows that only 16 percent of the households receiving remittances are engaged in 
agriculture or farming, while 84% is not. Meanwhile, 67% of families that did not receive remit-
tances are engaged in farming and agriculture. A conclusion can be drawn that a higher proportion 
of households not getting remittances are engaged in farming and agriculture.
To test any association between the nature of households and involvement in agriculture and 
farming, a chi-square test was conducted which resulted in a significant association at a 5% 
significance level between the nature of households and involvement in agriculture and farming; 
[χ2(1,200)= 53.568, p-value 0.002<0.05] which supports second alternative hypothesis (H2) i.e. 
Labour migration for remittances has led to a lack of Labour, which has led to a decline in fami-
ly‘s involvement in farming and agriculture.

Discussion

 The primary objective of the study was to examine the socio-economic repercussions of 
remittances on households residing in Pokhara valley. To accomplish the overall purpose of the 
study, this main aim was further divided into two sub-aims. The initial objective of the study 
aimed to evaluate and compare the levels of investment in human capital, specifically in terms of 
health and education, between two categories of households: those receiving remittances and those 
not receiving remittances. To address the second objective and respond to the second research 
question, Hypothesis 2 (H2) was formulated.

 The first hypothesis asserts that there is a significant difference in the investment levels in 
health and education between the two types of households. The independent samples t-test 
indicates that households receiving remittances allocate a considerably higher amount of resources 
towards the healthcare and education of their family members compared to households that do not 
receive remittances. Moreover, a majority of remittance-receiving households opt for private 
hospitals for superior healthcare services and private schools for better education. On the other 
hand, households not receiving remittances rely on government or public hospitals for healthcare 
and send their children to government or public schools. The findings of this study align with 
numerous previous studies conducted on the same subject. Many studies emphasize the substantial 
variation in investment levels in human capital, with remittance-receiving families allocating 
higher expenditures towards the health and education of their family members compared to 
remittance-non-receiving families (Adams, 2006; Castaldo). Similarly, Mansuri (2006) showcased 
a significant positive impact of remittances on the accumulation of human capital in Pakistan. 

 Likewise, the second objective of this study was to investigate whether labour migration 
for remittances has resulted in a shortage of labour, subsequently leading to a decline in family 
engagement in farming and agriculture. The second hypothesis argues that there is indeed an 
association between the nature of households and their involvement in agriculture and farming, 
suggesting that labour migration for remittances has resulted in a decrease in labour availability 
and consequently reduced family participation in farming and agriculture. The chi-square test 
reveals the existence of an association between the nature of households (remittance receiving and 
remittance non-receiving) and their involvement in agriculture and farming. The NLSS-III (2011) 
study yielded similar findings to those of another study, indicating that emigration leading to a 
lack of workforce results in uncultivated land, decreased agricultural output, and the need to 
import food grains. Similarly, Maharjan et al. (2012) argue that the migration of a family member 
has resulted in a reduction in family labour input on farms in the Western hills of Nepal. However, 
Huy and Nonneman (2015) arrived at a contrasting conclusion in their survey, asserting that the 
migration of male family members actually led to a decrease in available male labour on the farm. 
This, in turn, led to an increase in female participation in farming and the potential utilization of 
remittances to address issues of food insecurity.

Conclusion and Implications

 The research's analyses and findings demonstrate that remittances from overseas have 
positive socio-economic ramifications on immigrant households. It can be inferred that remittance 

income has bolstered the purchasing power of recipient households, leading to an increase in their 
expenditure capacity. By this investigation, families receiving remittances allocate a greater 
portion of their resources to health and education services, which are regarded as investments in 
human capital in comparison to families not receiving remittances. The enhancement of the 
socio-economic status of recipient households has a significant positive impact. Nevertheless, the 
migration for the purpose of remittance has resulted in a decreased labour supply and increased 
reliance on remaining family members, negatively affecting involvement in agricultural activities. 
The study's narrow focus suggests that recipient households allocate more resources to household 
consumption and investment in human capital compared to families not receiving remittances. 
Further research is undoubtedly necessary to comprehensively examine and understand the 
socio-economic consequences of remittances on households, as the current analysis does not 
accurately portray the overall situation for the entire nation. Additionally, it was challenging to 
locate research on the motivation behind remittances during the investigation. Therefore, the 
motivation behind remittances may be a subject for further study and research.

 This investigation holds various implications for practitioners, academics, and policymak-
ers. It can be discussed as a basis for recommendations and areas of future research. As a develop-
ing country, Nepal heavily relies on remittances and subsistence farming. Due to the persistent 
underdevelopment of the industrial and production sectors, there has been an increase in imports 
and a decrease in exports. Despite the study asserting that remittances serve as a significant source 
of foreign exchange and are expanding in the national context, their primary use is to stabilize the 
balance of payments deficit rather than support capital development. Consequently, policymakers 
should formulate measures that can encourage remittance investments in the development of the 
domestic economy and national output, ultimately reducing import trends and balancing payment 
deficits shortly. Similar to how remittance income benefits society by elevating individual income 
and social status, it has had a profound impact on agricultural output. To utilize remittance funds 
to increase agricultural productivity and expand the industrial sector, the government should 
implement initiatives that support agricultural production, small domestic industries, and the 
creation of a robust market.

Table 2 
Demographic profile of respondents 

 

Source: Field Survey, 2022

 

Nature of Households Gender of Head of family Mean age Total 

Male Female 

Remittance receiving 42 58 48 100 

Remittance non- receiving 82 18 50 100 
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sector, it is crucial for risk assessment to detect and manage social and environmental risks. 
Regulation, voluntary actions, and sustainable finance all support responsible banking practices. 
To include sustainability considerations in the basic activities of the financial sectors, cooperation 
between banks, regulators, and stakeholders is required. The importance of good risk assessment, 
sustainable finance, and regulatory framework in accomplishing sustainable aims is enhanced by 
sustainable and responsible banking (Oyegunle & Weber, 2015). The application of green banking 
practices has been considerably aided by the adoption of international standards and the imple-
mentation of regulatory rules and guidelines. Transparent and motivating regulations and 
standards are necessary for the financial sector to act consistently. The use of technology has made 
it feasible to offer eco-friendly products and services. Therefore, encouraging green banking 
practices and achieving environmental goals may need the use of technology (Asim et al., 2020). 
The Equator Principles (Eps) is one of the self-regulatory mechanisms in promoting sustainable 
finance (Contreras et al., 2019).  The banks and financial institutions have international business 
with higher profitability and stronger corporate governance are highly motivated to adopt Eps. It 
can promote sustainable finance and responsible banking practice (Herbert Smith Freehills, 2013). 
Banks and Financial Institutions (BFIs) can help the private sector adapt to environmental and 
social sustainability by increasing green financing and inclusive lending. BFIs are also addressing 
environmental and social risks in their own operations and reducing their carbon footprint. They  
are concerned about being at a competitive disadvantage if they implement E&S risk management 
procedures  (NRB, 2019). The main aim of the ESRM guideline is for BFIs to incorporate envi-
ronmental & social risk management into the credit risk management process to fully inform the 
credit authority of E&S risks before making financing decisions (Nepal Rastra Bank, 2018). 
ESRM guideline focuses on environmental, social, and climatic risks related to the BFI's client's 
business activities, which are increasingly important for Nepal. It intended to develop and imple-
ment an environmental and social management system (ESMS) in accordance with local and 
international standards. Additionally, it provides E & S risk management tools and templates, and 
explain various applicability in various types of financing. 

 Global scenario of green banking guidelines  

 Nepal is becoming increasingly susceptible to the effects of climate change; it is crucial to 
acknowledge the rising costs associated with such changes and the necessity of implementing 
measures aimed at minimizing carbon emissions. In light of this, Nepal is faced with the urgent 
task of establishing a green financial system that can effectively internalize externalities related to 
the environment, while simultaneously working towards reducing risk perceptions. (UNDP, 2021). 
According to the IFC country progress report (2022), it is essential to develop and implement a 
sustainable finance roadmap to highlight the need and opportunities of green finance in Nepal. 
Some of the green baking policy and initiative in the global scenario are as follows:

the world. Some of the countries like Colombia, Magnolia, Pakistan, Belgium, Sweden, the 
UK, Norway, and the Netherlands follow the voluntary compliance of green banking guidelines. 
But many other countries like Nepal, India, China, Japan, France, Vietnam, Magnolia, Nigeria, 
Lebanon, Indonesia, and Bangladesh implemented mandatorily green baking initiatives(Park & 
Kim, 2020).

Green Investment Opportunities in Nepal

 As the nation with the least advanced development, Nepal  faces the challenge of effec-
tively managing the necessary funds to undertake intricate development interventions aimed at 
mitigating risks and fostering a resilient society (Lohani, 2023). In its pursuit of this objective, 
Nepal is endeavoring to incorporate catastrophic risk reduction and management into the entirety 
of its development process.   In this particular, there is an urgent need to address trade-offs 
between the growth of transportation and energy infrastructure and conservation goals through 
multi-sectoral collaboration and agreements (Adhikari et al., 2023). In Nepal, various financing 
practices have been introduced. However, these practices are currently in a state of evolution. In 
order to establish sustainable financing mechanisms, it is imperative to establish clear operational 
guidelines that align with the existing legislations. (Basnyat et al., 2014). Sustainable banking and 
finance techniques are used to achieve the Sustainable Development Goals (SDGs). Banks and 
financing institutions can support to achieve SDGs by financing for projects that promote sustain-
ability in the nation, such as infrastructure, renewable energy and sustainable agriculture (Feridun 
& Talay, 2023). However, the sustainability performance of those financing institutions can 
measure with the consideration of environmental, social and governance (ESG) issues of project 
financing (Rosalina et al., 2023). 

 Green finance stands out as a crucial element among the many sub-platforms supporting 
the five theme sustainable development goals that the UNDP has adopted. Moreover, banks and 
financial institutions (BFIs) are enhancing their ambition by collaborating with international 
organizations and creating green finance mechanisms. The National Determined Contribution 
(NDC) to the Paris Agreement, the "Guidelines on Environmental and Social Risk Management 
for Banks and Financial Institutions (ESRM)" circulated by Nepal Rastra Bank (NRB) in 2018, 
and subsequent directives for implementation serve as the major guiding frameworks for assessing 
green finance. These frameworks form the basis of Nepal's regulatory-driven approach towards 
the subject matter (Banks et al., 2018). In Nepal green finance opportunity  has the potential to 
unlock a $46.1 billion climate-smart investment opportunity by 2030 (Mahat et al., 2019). Nation-
al Determined Contribution (NDC) has also encouraged green energy, sustainable transport, 
climate-friendly agriculture products, and a low-carbon economic development strategy, this may 
stand as the landmark for shifting traditional finance to green and sustainable finance in banking 
sector.  As of mid-July 2022, the allocation of credit by commercial banks to the sectors of 
agriculture, energy, and small/cottage industry accounted for 12.28%, 5.51%, and 9.85% respec-
tively, in relation to their overall investment. By mid-July 2025, the corresponding percentages of 
total credit extended by commercial banks to these sectors are required  to rise to 15%, 10%, and 
15% (NRB, 2022).  In an effort to promote and stimulate the adoption of Green Financing, a 
preliminary version of the Green Taxonomy is set to be compiled, encompassing a broad range of 
pertinent subjects, including but not limited to the issuance of green bonds, the disclosure and 

assessment of climate-related risks, as well as the identification of capital requirements. The 
submission of the preliminary report, which represents a significant milestone in the ongoing 
process of formulating the aforementioned draft, has been met with approval (NRB, 2023). 

 Green banking and financing are the recently growing practices in Nepal to promote 
eco-friendly projects and initiatives, contributing to sustainable development. Policies and provi-
sions are intended to promote fundings in renewable energy, agriculture, transportation waste 
management, and more aiming to reduces carbon footprint, mitigates climate change, and protects 
natural resources. Additionally, to enhances the reputation of financial institutions by attracting 
socially conscious customers, investors and other stakeholder moving towards the sustainable 
development, environmental protection, and a resilient economy for the future green financing is 
utmost necessary in Nepal. Considering the significance, this study aims to identify the current 
policy provisions and practices of green and sustainable banking guidelines in adherence to 
environmental and social risk management of the commercial banks in Nepal. 

Methodology

 The research is descriptive in nature and based on the secondary source of data.  The 
implementation status of Environmental and Social Risk Management (ESRM) guidelines in 
commercial banks, as well as other policies, provisions, and priorities for the growth of green 
finance, were evaluated. The study's purview is restricted to the financial industry, and data 
analysis from financial institutions other than commercial banks was also disregarded. Data and 
statistics for the analysis are taken from the Nepal Rastra Bank's ESRM report for the fiscal years 
2078/79 and 2079/80 and policy provisions regarding the same.  The reports include the data from 
the BFI reporting templates found in ESRM guidelines Annex 11 of the NRB. The study examines 
the current status of policy formation and governance, employee training and capacity building for 
ESRM, and the integration of environmental and social risk into core risk management of the 
commercial banks. The study also revies the policy, provisions and opportunities to develop 
sustainable and green banking practices in Nepal. 

Results and Discussion

Policy provisions to support sustainable and green banking in Nepal
 The major policy and guideline about green banking and sustainable banking practices in 
Nepal is ESRM for banks and financial institutions in Nepal. Climate Change Financing Frame-
work (2017), Climate Change Policy (2011), Forest Investment Program: Investment Plan for 
Nepal (2017). Industrial Enterprises Act (2020) and Agriculture Development Strategy 
(2015-2035) were also supported for sustainable banking, sustainable finance and green banking 
practices in Nepal.  The ESRM guidelines have been formulated with the intention of assisting 
banks and other financial institutions (BFIs) in the management of environmental and social risks 
that are associated with their operation (Nepal Rastra Bank, 2018). This is achieved through the 
provision of exemplary practices and tools for risk management, while also promoting the adop-
tion of low-tech and environmentally conscious while financing decision. Climate change financ-
ing framework (2017), content pertain to various aspects of Nepal's sustainable development and 

the mitigation of climate change through banking activities and services.  The Industrial Policy 
enacted in 2011 has been designed with the intention of fostering the growth of reliable and 
long-lasting industrial entrepreneurship. This policy actively advocates for the adoption of envi-
ronmentally conscious technologies by companies, thereby encouraging sustainable practices and 
minimizing the negative impact on the environment. Moreover, one of the core objectives of this 
policy is to facilitate the transformation of existing sectors into models that are not only devoid of 
pollution but also free from carbon emissions. By emphasizing the importance of these transfor-
mative measures, the Industrial Policy of 2011 aims to pave the way for a greener and more 
sustainable industrial landscape. The acknowledgment of the importance of sustainable agricul-
ture, encompassing organic farming, clean technology, animal welfare, and the preservation of 
biodiversity, is a fundamental aspect of the Agriculture Development Strategy 2015-2035. The 
Climate Change Policy (2019) places great importance on the establishment of climate-resilient 
infrastructure, the promotion of climate-resilient socioeconomic development, and the adaptation 
of natural resource management strategies to accommodate the impacts of climate change. In 
order to effectively tackle the challenges posed by climate change, this policy also establishes a 
dedicated fund to address climate change-related concerns. Nepal’s Second Nationally Determined 
Contribution (NDC) under the Paris Agreement delineates its dedication to the advancement of 
low-GHG emission development, sustainable energy production, the implementation of e-vehi-
cles, biogas infrastructure, and the attainment of carbon neutrality in renowned tourist areas. The 
National Adaptation Plan endeavors to mitigate the adverse effects of climate change and enhance 
Nepal’s departure from the classification of least developed countries by means of enhanced 
strategic planning and synchronization with sustainable development goals, with the ultimate aim 
of reducing damage and losses inflicted by climate change impacts (NPC, 2017). 

Following are the sustainable and green banking initiative and guidelines in Nepal: 

Source: IFC Country Progress Report (2022)
 The Environmental and Social Risk Management (ESRM) guidelines of the Nepal Rastra 
Bank establish a requirement for banks to evaluate and mitigate the environmental and social 
impacts of their operations. Furthermore, the baseline report on Sustainable Development Goals 
by the National Planning Commission provides a strategic direction for aligning financial products 
and services with the nation's sustainability objectives. Moreover, the 2019 Environmental Protec-
tion Rules offer additional guidance by setting forth environmental safeguards for various sectors. 
Financial professionals equipped with the requisite knowledge and skills engage in Environmental 
and Social Due Diligence (ESDD) measures to effectively assess and manage environmental and 
social risks. This comprehensive approach, incorporating regulatory frameworks, national objec-
tives, and environmental safeguards, paves the way for a more sustainable and responsible bank-
ing landscape in Nepal (Report, 2022).

 Green banking practices by Implementation of ESRM Guidelines 

 After the introduction of mandatory guidelines on Environment Social Risk Management 
(ESRM) by Nepal Rastra Bank, there has been significant progress observed in the implementa-
tion of ESRM guidelines by the commercial in Nepal. The majority of commercial banks have 
formulated policies and procedures pertaining to ESRM and have demonstrated their commitment 
to human resource development through training and participation in relevant programs. However, 
it is of utmost importance for these banks to integrate environmental and risk management consid-
erations into their core strategies, as this serves as a crucial indicator of policy implementation. 
The results show that banks are not adhering to the rules when it comes to rejecting loans from the 
exclusion list, and none of them have rejected any transactions related to E&S risk management. It 
suggests that instead of actively participating in risk analysis and rating in their business opera-
tions, regulators should exercise caution regarding the potential danger posed by banks and 
concentrate instead on completing compliance obligations. Provided below is an overview of the 
compliance status of commercial banks in Nepal in relation to the ESRM guidelines.
Table 1 
Policy formulation and governance

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79; 2079/80)

Table, 1 depicts the result of policy formulation and governance of ESRM guidelines. Result 
shows that the ESRM policy and procedure formulation and board approval in year I and II have 
88 percent and 100 percent commercial banks respectively. Only 69 percent commercial banks 
were nominated environmental and social (E &S) risk officer in 2078/79 but this result increased 
in 2079/80 by 90 percent commercial banks. All of the commercial banks formulated environmen-
tal and social risk management policy and procedure then approved from their board. However, 
Himalayan Bank Limited and Nabil bank limited did not appointed E & S officer under even 
though mandatory circular made by Nepal Rastra Bank till the study period.  
Table 2 
Employees training and capacity building 

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79; 2079/80.)
 Tables 2 show the data and statistics, providing a quantitative overview of the ESRM 
trainings budget allocation, programs conducted and participated in training workshop and semi-
nars of commercial banks.  In this specific case, 14 commercial banks were allocated budget to 
ESRM training programs in 2078/79 which is 54% of the total banks, whereas only 13 commercial 
banks were allocated in 2079/80. Similarly, 22 banks were planned ESRM training programs and 
participated in the same in 2078/79.  There is no more progress in 2079/80 for the training and 
capacity building for ESRM, Agriculture Development Bank, Laxmi Sunrise Bank, Rastriya 
Banijya Bank, and Standard Chartered Bank were not conducted such programs during the period. 
Table:3
 Incorporation of environmental and social risk in core risk management

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79, n.d.)

 Table 3 presents the particulars concerning the incorporation of environmental and social 

risk into the fundamental risk management practices of banks in accordance with the implementa-
tion of ESRM guidelines. In 2078/79, there were none of banks were rejected loan on the basis of 
the exclusion list criteria, in 2079/80, only one bank (Nepal Bank Limited) follows this indicator 
of the guideline. The Environmental and Social (E&S) Due Diligence (ESDD) was conducted by 
18 banks in 2078/79, and this figure increased to 80% or 16 banks out of 20 commercial banks in 
2079/80. The proportion of the total disbursed loan portfolio subjected to ESDD in first year was 
only 11 banks, which experienced a significant rise to 75% or 15 out of total in next year. The 
E&S Risk Rating indicator, the percentage of transactions that were disbursed based on the 
Environmental and Social (E&S) Risk Rating in 2022, 81% of banks practiced disbursing loans 
based on this rating, a figure that further increased to 90% in 2023. The specific Environmental 
and Social (E&S) Action Plan was employed for 38% of transactions in 2022, and this percentage 
increased to 50% in 2023. Notably, no transactions were rejected for E&S risk management in 
both years. The indicator measuring the proportion to which E&S Risk is integrated into the core 
risk management practices of commercial banks remained constant in both years. Overall result of 
the implementation of guidelines reflects there is significant progress made for incorporation of 
environmental and social risk management into their core business strategies and beneficial to the 
E &S improvement for the commercial banks in Nepal.  Some of the commercial banks such as 
Agriculture Development Bank, Himalayan Bank, NICAsia Bank, and Rastriya Banijya Bank 
need to improve their implementation status of given indicators. 

 Discussion

 The green banking guidelines and Environmental and Social Risk Management (ESRM) 
policies, has been observed in several South Asian nations including Bangladesh, China, India, 
and Pakistan (Y. Q. Zhang, 2023), (Li, 2023). These nations have established comprehensive 
frameworks to encourage banks to adopt environmentally sustainable practices in their operations 
and investments. The application of such green banking practices has resulted in a reduction in 
commercial CO2 emissions while contributing to the attainment of green economic recovery and 
sustainable development. Green Finance is an investment or lending program that incorporates 
environmental impact into risk evaluation and uses environmental incentives to influence business 
decisions, to enhance human well-being, social equity, and ecological integrity while decreasing 
environmental risks (Soundarrajan & Vivek, 2016). The prior research found that the implementa-
tion of environmentally friendly banking practices is significantly impacted by policy, day-to-day 
operations, and investments (Rehman et al., 2021). Empirical result of green banking activities and 
effective implementation of such guidelines found to reduce long-term cost, boost the banking 
industries effectiveness and promote sustainable economic development of the nation in Bangla-
desh (X. Zhang et al., 2022).  Green  financing and implementation of policies related to green 
banking  have positive impact of environmental performance, daily operation and customers 
related performance of the banks and financial institutions (Chen et al., 2022).  The interconnec-
tion between sustainable development and financial sector stability is evident as various factors 
such as climate change, wealth distribution, energy use, competition for water resources, and 
emerging countries' roles will significantly influence the financial sector, necessitating a strategy 
shift to ensure investments in sustainable development and the ability of the financial sector to 
handle sustainability risks (Weber, 2015). The collaborative efforts of banking institutions in 
promoting green recovery have been acknowledged as essential, particularly in emerging econo-

mies. In addition to this, central banks and financial authorities have actively participated in the 
formulation of sustainable banking frameworks and regulations to bolster green finance initiatives. 
The implementation of the green banking concept in emerging economies will enable banks and 
firms to efficiently utilize their limited resources, address the global challenge of sustainability, 
and protect the natural environment, through financing green technology and pollution-reducing 
projects, as part of a broader green initiative (Jaydatta & Nitin, 2017). 

 South Asian countries have made notable advancements in the implementation of green 
banking guidelines and policies to tackle environmental challenges and foster sustainable growth 
(Y. Q. Zhang, 2023). The significance of environmental and social risk management guidelines for  
the banking sector is steadily increasing. Banks must integrate environmental, social, and gover-
nance (ESG) risk into their risk management systems, adapt their business and risk strategies, and 
ensure transparency. Efforts are being made to establish environmental regulations and voluntary 
initiatives that establish benchmarks for the measurement and management of environmental risk 
in banks (Bruno & Lagasio, 2021). The importance of climate risks and the necessity for banks to 
allocate credit and investment to more sustainable sectors have been emphasized by climate 
change and the 2030 Agenda for Sustainable Development. Driven by political pressure and 
concerns about reputation, banks and project companies employ E&S standards for sustainability 
and risk management purposes (Mertens et al., 2023). Environmental risk has an impact on the 
operational and strategic activities of banks, and central banks face distinct challenges in address-
ing this risk. In general, there is a growing recognition of the requirement for guidelines and 
regulations to manage environmental and social risks within the banking sector. The exploration 
of sustainable finance implementation within the financial services industry, particularly in the 
banking sector, has been undertaken, revealing the necessity for improved execution and emphasis 
on environmental sustainability (Mozib Lalon, 2015). The regulatory authorities or central bank 
have important role for greening the financial system and implementation of different policies and 
guidelines in the country (Khairunnessa et al., 2021). Prior research of green banking performance 
in Nepal  found that the environmental training of the employees will positively contributed for 
environmental performance of the banks  (Risal et al., 2018). The efficient application of the 
regulations, guidelines, and circulars of the regulatory authorities in the banks and financial 
institutions has favorably influenced the development of a sustainable path, as indicated by the 
varied findings of the empirical studies.

Conclusion, Implications, and Future Research Directions

 Financial entities in Nepal have been encouraged to incorporate social, environmental, and 
governance considerations into their strategies and choices as per NRB guidelines. The guidelines 
and various circular issued by the NRB are intended to encourage responsible lending, minimize 
risks and promote investment. Nepal Rastra Bank has encouraged BFIs to increase their credit in 
green investment. To promote green financing preliminary draft of the Green Taxonomy has been 
drafted and approved by Nepal Rastra Bank. This study analyzes the implementation status of 
ESRM guideline circulated by Nepal Rastra bank to promote sustainable banking through environ-
mental and social risk management in bank transactions.  Commercial banks are mostly imple-
mented the policy formulation and governance indicators of the guidelines.  The significant 
progression is not found in training and capacity building of their human resource in the banks 

Source: (Park & Kim, 2020), (Asim et al., 2020), (SBN Country Report 2022)

 Environmental and social risk management guidelines is mandatory policy and 
procedure circulated by Nepal Rastra Bank as a green and sustainable banking guide-
line.  There is a different code of conduct for the implementation of such initiatives in 

regarding environmental and social risk management. Regarding the incorporating environmental 
and social risk in core risk management found a significant progression of the commercial banks 
in different indicators issued by the Nepal Rastra Bank. However, the banks are not adhering to 
the rules when it comes to rejecting loans from the exclusion list, and none of them have rejected 
any transactions related to E&S risk management. It suggests that instead of actively participating 
in risk analysis and rating in their business operations, regulators should exercise caution regarding 
the potential danger posed by banks and concentrate instead on completing compliance obligations.
 
 Nepalese banking sectors are beginning to adopt the sustainability practices and they are 
effectively implementing the guidelines and various circular issued by the Nepal Rastra Bank. The 
implication of the sustainable banking practices and green banking guidelines have potential to 
drive positive changes in financial industry. It promotes reputation and brand values, environmen-
tal sustainability, social responsibility, investment opportunity and long-term economic growth in 
the country. The integration of ESG consideration into core business strategies and decision-mak-
ing process will helps to minimize overall risk of the banking industry. 

 The study usages only the secondary data of ESRM report published by NRB. Further 
research should examine the overall green banking and environmental performance of the com-
mercial banks by collecting and analyzing qualitative and quantitative data compromising individ-
ual performance of the banks. Further study can evaluate the financial performance and overall 
sustainability status of commercial banks with align from the compliance of ESRM guidelines in 
Nepal.  Additionally, the research may be conducted the investment of banks in accordance to the 
guidelines of green finance projects and overall mitigated environmental harmful activities and 
such environmental risk of financing projects.
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forms the global economy and socio-cultural interdependence. Notably, migration from South 
Asia to developed countries has surged, a trend projected to endure. In Nepal, where the labour 
force comprises, 79.60 percent aged 15 to 64 (CEIC, 2021), 56 percent of households have the 
opportunity to receive remittances (NLSS-III, 2011), contributing almost 30 percent to the coun-
try's GDP (WBG, 2021). Remittance revenue is vital for Nepal's economic health, with receipts 
growing from 44.16 million US dollars in 1996 to 7795.56 million US dollars in 2020 (WBG, 
2021). Remittances, essential for developing nations, influence GDP expansion, impacting 
individual income, healthcare, and education (Alishani & Nushi, 2012). Migration-driven remit-
tances fueling economic growth, shaping socio-cultural ties, and enhancing individual welfare 
underscore the indispensable role of global migration in contemporary economies.

 Remittances, typically defined as a portion of a migrant's earnings sent to their country of 
origin, predominantly encompass financial transactions, although non-cash products are also 
considered (Pant, 2004). This term commonly denotes transfers made by migrant workers, yet it's 
crucial to recognize that refugees and migrants without the same legal status also contribute to 
remittances. The increasing flow of remittances from migrants addresses challenges in developing 
nations such as low employment, income rates, rising poverty, and unequal income distribution 
(Dhungana & Pandit, 2016). These financial inflows serve as a vital source of household income, 
alleviating poverty, elevating social standing, and facilitating economic stability. Remittances 
have evolved into a significant government funding source and a poverty eradication strategy, 
with substantial investments in trade and business, alongside conspicuous spending and durable 
goods (Edwards & Ureta; Acosta, 2011). Remittances, encompassing financial transactions from 
migrants, refugees, and those without legal status, play a pivotal role in alleviating poverty and 
fostering economic stability in developing nations.

 Globally, remittances totaled $605 billion, projected to rise by 4.2 percent to $630 billion 
by 2022 (WBG, 2021). Nepal, ranking top in South Asia and sixth globally, heavily relies on 
remittances, constituting 25 percent of its GDP (WBG, 2021). In the latest fiscal year, Nepal 
received NPR 699 billion (USD 6.56 billion) in remittances, representing over 25 percent of the 
country's GDP, marking the fourth-highest share worldwide (ADB, 2021). While remittances buoy 
the economy and elevate purchasing power, they also pose risks, such as the exodus of educated 
professionals seeking employment abroad, potentially resulting in a loss of valuable human 
resources developed with public investment.

 A growing number of Nepalese workers are departing the country in pursuit of employ-
ment abroad, driven by diminished job opportunities at home (Government of Nepal, 2022). The 
quantum of remittances is contingent on the country's conditions and the migrant count within a 
household, creating a reciprocal relationship between overseas job seekers and remittance inflow 
(Byanjanakar & Shakha, 2021). Economic stability prompts Nepalese labourers to seek opportuni-
ties abroad, prompted by recent violent conflicts and limited prospects domestically (Dahal, 2004). 
Migration and remittance patterns are prevalent in regions marked by political unrest, civil wars, 
economic downturns, low entrepreneurial investment, and economic slumps worldwide (Sirkeci et 
al., 2012). Remittance transfers to Nepal employ specific channels like SWIFT or demand drafts, 
with various established remittance providers such as International Money Express (IME), West-
ern Union, City Express, Himal Remit, Prabhu Remit, and Samsara Remit (WBG, 2021). The 

Financial services, because of their intermediary role, have the power to encourage businesses, 
and individuals from engaging in unsustainable behaviors (Louche et al., 2019). Due to their 
substantial influence, impact, and effects on both the social and environmental aspects, these 
financial institutions are required to address various social and environmental challenges, while 
actively and extensively participating in a multitude of sustainable practices (Zimmermann, 2019). 
Sustainable banks are those financial institutions that give high priorities to social development, 
environmental management, financial inclusion, financial literacy, and energy efficiency in their 
core business operations (Kumar & Prakash, 2019). Sustainable organizations also promote and 
encourage their employees to utilize public transportation means, facilitating and ensuring access 
to individuals with disabilities, and deliberately selecting and opting for suppliers and partners 
who adhere to and comply with stringent environmental and social principles and standards 
(Weber, 2005). Thus, sustainable banking is an emerging banking approach stands as value 
generator for their stakeholders with full consideration of environmental and social issues into 
their activities and operations. 

 The main objectives of green banking are to safeguard the environment and natural 
resources, as well as to provide financial services and address social concerns in the nation which  
can reduce environmental pollution and support to achieve  sustainable development goals in the 
country (X. Zhang et al., 2022).  Such practices should  have goal to minimize credit risk, legal 
risk and reputational risk by excluding investments in  environmentally threat project (Hoque et 
al., 2019). The term “green banking” refers to a variety of financial products, such as green bonds, 
green financing, and other financial instruments, that encourage investments in sustainable 
agricultural growth, renewable energy and climate friendly infrastructure. To create sustainable 
green finance, legal and policy frameworks must be in place. By encouraging investments in green 
technologies, renewable energy, and environmentally friendly farming practices, green finance 
may play a significant role in supporting sustainable development and environmental conservation 
in the nation (Soundarrajan & Vivek, 2016). Incorporating green banking practices positively 
affects environmental performance with creating a link between sustainable banking and environ-
mental outcomes. Environmental-friendly products and services significantly contribute to sustain-
able development  (Rehman et al., 2021). Therefore, social well-being, environmental preserva-
tion, and the nation's overall sustainable development are all impacted by the sustainability prac-
tices of banks and other financial organizations. Do not end your paragraph in citation. It is not the 
part of academic writing.

 Low-income countries have significant gap in their comprehension of basic financial 
concepts, as well as the advantages and hazards connected with specific financial decisions (Leora 
et al., 2020). People have difficulty learning about new innovative financial products and services, 
as well as the consequences of violating the rules and regulations related to financing, social and 
environmental aspects, due to a lack of fundamental knowledge,  regulation of government and 
law enforcement agencies (Roy et al., 2015). As a result, sustainable and ethical banking implies a 
compelling alternative to traditional banks and establishes a valuable precedent for achieving a 
new approach to sustainable finance. Moreover, this type of banking provides not only economic 
benefits to stakeholders, but also social and environmental value to shareholders, clients, employ-
ees, investors, and society as a whole (del Carmen Valls Martínez et al., 2020). In the banking 

traditional "Hundi" practice of informal money transfers persists in Nepalese society. The global 
economic impact of the Covid-19 outbreak has disproportionately affected Nepalese migrant 
workers, especially those in tourism, hospitality, and construction, leading to financial crises for 
many (Study et al., n.d.). The post-pandemic repercussions continue to impact Nepal's economy.

 Pokhara, the second-largest valley in Nepal's hilly region, situated in the Western part and 
part of the Gandaki Province, boasts cultural diversity with Gurungs, Brahmins & Kshetris, 
Newars, Thakalis, Magar, and other occupational castes. Gurungs dominate the city, particularly 
in-migrant communities, making Pokhara the leading remittance recipient (WBG, 2021). Many 
Pokhara residents migrate globally for employment, notably to Hong Kong, Malaysia, Australia, 
America, Japan, Korea, Canada, Saudi, Dubai, Qatar, and India. The impact of remittance flows in 
Pokhara sparks a longstanding debate, with studies suggesting both positive effects on livelihoods 
and negative consequences on agriculture. Given Nepal's significant remittance reception, studies 
on its social and economic implications, especially on migrant households, are imperative. This 
study proposes to scrutinize remittance-receiving and non-receiving families in Pokhara, compar-
ing their consumption patterns, human capital investments, and agricultural involvement. The 
research objectives of this study are to analyze the social and economic consequences of remit-
tance on households in Pokhara Valley by accessing and comparing the level of investment for 
human capital improvement between remittance-receiving and remittance-non-receiving house-
holds and to identify if Labour migration in remittance recipient households has led to a lack of 
Labour, which has led to a decline in family’s involvement in farming and agriculture?

Hypotheses
The following hypotheses have been used to validate the test.

H1 :  There is a significant difference in investment level for human capital improvement   
 between remittance recipients and non-recipient households.

H2:  Labour migration in remittance recipient households has led to a lack of Labour, which  
 has led to a decline in family’s involvement in farming and agriculture.

Literature Review

 As per the sixth edition of the Balance of Payments and International Investment Position 
Manual (BPM6), remittances establish an economic link between migrants and their families in 
their country of origin (Study et al., n.d.). The movement of individuals to other countries, whether 
temporary or permanent, facilitates the generation of income that is wholly or partially transferred 
back to the home economies through formal channels like recordable electronic systems or infor-
mal means, such as trusted friends carrying cash (Mashayekhi et al., 2013). Remittance categories 
include compensations of employees, workers' remittances, and migrants' transfers as defined by 
the balance of payment manual.

 Regarding the impact of remittances on the economic development of recipient countries, 
three influential theories need consideration. The Developmental Optimistic School, predominant 
in the 1950s and 1960s, posits that migration leads to North-South transfers of investment capital 

and exposure to liberal, rational, and democratic ideas, fostering development in recipient nations 
(Adenutsi, 2010). In contrast, the Developmental Pessimistic School emerged in the late 1960s, 
suggesting that migration and remittances may not lead to sustainable development. This perspec-
tive argues that the brain drain from developing countries results in a loss of human capital not 
compensated by remittance benefits (Beine et al., 2001; Acosta, 2011). Additionally, it contends 
that remittances may not be invested productively, potentially causing inflation, loss of competi-
tiveness, and increased imports, challenging the recipient's decisions and creating the possibility of 
the Dutch disease (Taylor, 1999; Chami et al., 2008; Imai et al., 2014).

 Furthermore, heightened openness is likely to foster greater integration between the 
remittance-receiving country and the global community, thereby amplifying imports (De Haas, 
2007). This integration may contribute to a cycle of growing dependency, as argued by De Haas 
(2007). The pessimistic school contends that remittances may lead to a decline in labour supply, 
with individuals substituting work-associated earnings for remittance income, potentially reducing 
the labour force (Chami et al., 2008). This substitution effect could result in individuals choosing 
leisure and alternative non-work-related activities over employment (Barajas et al., 2011; Imai et 
al., 2014). Another concern is the potential increase in corruption associated with remittances, as 
the influx of remittance income may make corrupt practices less costly for the government, 
leading to a rise in corruption levels (Abdih et al., 2008). In this perspective, remittances act as a 
buffer between the populace and the government, exacerbating issues related to moral hazards 
(Anaynwu & Erhijakpor, 2010). A third viewpoint, inspired by the Remittances Development 
Pluralists, offers a stance by acknowledging the limitations of both optimistic and pessimistic 
views. Developed in the 1980s and 1990s, the Developmental Pluralistic View rejects the idea that 
remittances strictly yield positive or negative outcomes in receiving countries, recognizing the 
complexity of the relationship between migration and development (De Haas, 2007; Adenutsi, 
2010). This pluralistic perspective highlights the need for new theories that consider various ways 
in which remittances may affect recipient economies, emphasizing the intricate nature of the 
migration-development nexus (Taylor, 1999). Unlike overarching theories, the pluralistic view 
asserts that the impact of remittances is context-dependent, and no single theory can universally 
explain all outcomes.

 Stark's (1985) delineated four distinct motivations for the transfer of remittances: pure 
altruism, pure self-interest, investment, and tempered altruism. The concept of pure altruism 
encapsulates the migrants' selfless concern for the well-being of their families, particularly in 
times of financial decline (Acharya, 2021). The researcher postulated that remittances under the 
auspices of pure altruism escalate during periods of familial destitution. Conversely, self-interest 
as a motivation entails migrants perceiving remittances as investments, thereby envisaging future 
returns upon their repatriation. The insurance motivation posits remittances as financial safety nets 
for both migrants and their families, effectively mitigating risks in both host and home countries 
(Lubambu, 2014). Investment theory posits that families dispatch migrants as a means to augment 
their overall income, thus considering remittances as dividends on their investment in the migrant, 
leading to an upsurge in remittances during periods of economic upturn. Brown (1997) highlights 
the propensity of migrants to amalgamate self-interest and altruism, primarily propelled by invest-
ment and asset accumulation motives, thereby illustrating a convoluted interplay of motivations in 
the realm of remittance behavior.

 Smith (1776) defined human capital as skills gained through experience, education, and 
training, which contribute to societal value. Valdero Gil (1970) found that remittances have a 
significant positive effect on health outcomes in Mexico, particularly for households without 
health insurance. Anten (2010) discovered that remittances have a substantial beneficial effect on 
the nutritional status of Ecuadorian children. Edwards and Ureta (2003) observed that remittances 
improve school retention in El Salvador more than other sources of income. Mansuri (2006) 
concluded that remittances positively affect human capital development and reduce gender-based 
education disparities in rural Pakistan. Acosta (2011) found that remittances decrease child labour 
and increase girls' school attendance in El Salvador. Hanushek (2013) argued that human capital is 
crucial for economic growth in developing nations. Koska et al. (2013) and Acharya and Gonzalez 
(2014) established significant correlations between remittances and human capital development in 
Egyptian and Nepalese children. Headey and Hoddinott (2015) attributed reduced childhood 
malnutrition in Nepal to migrant remittances. Bouoiyour et al. (2016) found that Moroccan house-
holds receiving remittances have increased school attendance. Binci and Giannelli (2018) conclud-
ed that remittances improve children's access to education and reduce child labour in Vietnam. 
These studies collectively highlight the important role of remittances in enhancing human capital 
and contributing to societal development.

 Agriculture is the main source of income in many developing countries, and low labour 
productivity is a major factor in the pervasive rural poverty (Geffersa, 2023). Lucas (1987) identi-
fied both the short- and long-term socioeconomic effects of migration and remittances, pointing 
out that remittance spending and investment eventually had beneficial results despite early nega-
tive effects on labour availability. Studies on migration to South Africa's mines found that 
although migration short-term decreased grain yields, remittance-driven investments eventually 
increased productivity and cattle accumulation, leading to greater salaries at home. Maharjan et al. 
(2013) discovered that migration reduced family labour at farms in Nepal's Western hills, but 
remittances alleviated capital constraints without affecting necessary farming inputs. On the other 
hand, Huy and Nonneman (2015) investigated how migration affected Vietnam's agricultural 
output and came to the conclusion that remittances made up for the loss of workers, encouraging 
greater investment and output in the sector. This demonstrates the complex ways that migration 
and remittances affect the dynamics of agriculture in developing nations. Limited research exists 
on the impact of remittances on household spending patterns in Nepal, particularly in Pokhara 
Metropolitan. Despite numerous studies on remittance effects globally, little attention has been 
given to Nepalese spending habits. Addressing gaps in the literature, it seeks to shed light on the 
consequences of remittances on spending patterns, providing insights into micro and macroeco-
nomic impacts not extensively covered in existing research.

Methods and Materials

 This study focuses on examining the social and economic consequences of remittance on 
house holds in Pokhara Metropolitan City. It analyzes the spending patterns of remittance-receiv-
ing and non-receiving families in various household activities. The study uses a descriptive cum 
comparative research design and collects data from respondents through questionnaires. It also 
employs a comparative research methodology to compare the spending pattern of remittance-re-
ceiving and non-receiving families. The core data for the study come from respondents' question-

naire responses. The study population consists of families in ward number 14 of the Pokhara 
Metropolitan city. A pilot survey was conducted to determine the sample size, with 15 percent of 
households receiving remittance and 85 percent not receiving remittance. The sample size for the 
study was determined using the formula for an infinite population sampling technique. A sample 
size of 200 houses was chosen for the multivariate analysis, with 100 samples from each group. 
Convenience and snowball sampling methods were used for sample selection. The study uses 
quantitative nature of data, from primary sources through structured questionnaire. Both descrip-
tive and inferential analysis have been used as analytical techniques. Descriptive analysis helps in 
summarizing data points to identify patterns. It is a crucial step in statistical data analysis. Inferen-
tial analysis generalizes sample results to the population. Descriptive statistical tools used in the 
study include frequency, percentage, mean, median, and standard deviation. Mean difference was 
used to analyze income and consumption data. Inferential statistical tools used are the chi-square 
test and independent samples t-test.

Research Framework and Definition of Variables

 The following framework has been developed for conducting the research's core theme. It 
demonstrates how the various variables are related to one another.

 

1. Remittance Income  The money and other assets sent to the households of migrants are  
    referred to as remittance income.

    The number of family members who work overseas determines  
    how much money a home receives in remittances. The number of  
    family members who work overseas also supports the independent  
    variable remittance.

1.2  Remittance Amount The remittance amount establishes the income of households that  
    consistently receive remittance revenue, which serves as the   
    primary funding source for household expenses.
    Remittance frequency also assesses how much money households  

    regularly get in remittances. Remittance frequency as a percentage  
    of annual household income indicates how much money a house 
    hold has to cover expenses.

2 Non- Remittance income Non-remittance income is the amount of money people earn   
    domestically or through businesses they run within a nation.
    Income of non- remittance receiving families depends on number  
    of domestic employment workers within a country.

    Heirlooms and family business generate income other then   
    employment and remittance for the family.

Dependent Variables

Results
 In particular, analysis of the data has been carried out per specific objectives, where 
patterns have been examined, evaluated, and conclusions are derived from them. Results have 
been chiefly presented as demographic data from study participants, descriptive statistics analysis, 
independent samples t-test results, and chi-square test findings that examined the influence of 
independent variables on dependent variables. 

 Table 2 shows the genders of the heads of the two research categories households that get 
remittances and those that do not. As per the data, more women-headed households with a mean 
age of 48 in families that received remittances, whereas more men-headed households with a mean 
age of 50 in families that did not get remittances. Due to male family members moving overseas 
for employment and other possibilities, there were more female household heads among the 
households who get remittances. 

Table 3
Independent Samples T-Test Between Remittance Receiving and Remittance Non- Receiving 
Households on Human Capital

Source: Field Survey, 2022 & SPSS output.

 The amount of money spent on human capital by families receiving remittances and those 
not receiving remittances were compared using independent samples t-tests. The test on health 
investment revealed variations in the scores that were statistically significant (t(df= 198)=14.01> 
critical value(1.96), p-value(0.000)< level of significance(0.05), with the mean score for remit-
tance-receiving families being higher (M=39,625, SD=20,267.949) than for remittance-non-re-

ceiving households (M=9,125, SD=7,943.42). The magnitude of the difference in the means 
(mean difference= 30,500.00) was significant. Similarly, the test for comparison of investment in 
education amongst the households showed significant differences (t (df= 179) =6.52, p=0.001) in 
the scores with the mean score for remittance-receiving families (M=93,136.36, SD= 42,920.72) 
which was higher than of remittance non receiving households (M= 55,483.87, SD= 34,474.82). 
The mean difference= 37,652.49 was significant as calculated t- value 6.52 > critical value (1.96) 
and p-value is less than level of significance i.e. (0.001<0.05). Hence, H1 is accepted, and the 
conclusion is drawn that the amount that both households invest in human capital through health 
and education differs significantly.

Table 4
 Remittance Receiving and Remittance Non- Receiving Households* Involvement in 
Agriculture Cross Tabulation, Chi-Square Test for Association Between Nature of Households 
and Involvement in Agriculture

Note: a. 0 cells (0.0%) have expected count less than 5. The minimum expected count is 41.50.
b. Computed only for a 2x2 table
c. *If P value (asymptotic significance) < 0.05, Correlation is significant.
Source: Field Survey, 2022 and SPSS output

 Table 4 shows that only 16 percent of the households receiving remittances are engaged in 
agriculture or farming, while 84% is not. Meanwhile, 67% of families that did not receive remit-
tances are engaged in farming and agriculture. A conclusion can be drawn that a higher proportion 
of households not getting remittances are engaged in farming and agriculture.
To test any association between the nature of households and involvement in agriculture and 
farming, a chi-square test was conducted which resulted in a significant association at a 5% 
significance level between the nature of households and involvement in agriculture and farming; 
[χ2(1,200)= 53.568, p-value 0.002<0.05] which supports second alternative hypothesis (H2) i.e. 
Labour migration for remittances has led to a lack of Labour, which has led to a decline in fami-
ly‘s involvement in farming and agriculture.

Discussion

 The primary objective of the study was to examine the socio-economic repercussions of 
remittances on households residing in Pokhara valley. To accomplish the overall purpose of the 
study, this main aim was further divided into two sub-aims. The initial objective of the study 
aimed to evaluate and compare the levels of investment in human capital, specifically in terms of 
health and education, between two categories of households: those receiving remittances and those 
not receiving remittances. To address the second objective and respond to the second research 
question, Hypothesis 2 (H2) was formulated.

 The first hypothesis asserts that there is a significant difference in the investment levels in 
health and education between the two types of households. The independent samples t-test 
indicates that households receiving remittances allocate a considerably higher amount of resources 
towards the healthcare and education of their family members compared to households that do not 
receive remittances. Moreover, a majority of remittance-receiving households opt for private 
hospitals for superior healthcare services and private schools for better education. On the other 
hand, households not receiving remittances rely on government or public hospitals for healthcare 
and send their children to government or public schools. The findings of this study align with 
numerous previous studies conducted on the same subject. Many studies emphasize the substantial 
variation in investment levels in human capital, with remittance-receiving families allocating 
higher expenditures towards the health and education of their family members compared to 
remittance-non-receiving families (Adams, 2006; Castaldo). Similarly, Mansuri (2006) showcased 
a significant positive impact of remittances on the accumulation of human capital in Pakistan. 

 Likewise, the second objective of this study was to investigate whether labour migration 
for remittances has resulted in a shortage of labour, subsequently leading to a decline in family 
engagement in farming and agriculture. The second hypothesis argues that there is indeed an 
association between the nature of households and their involvement in agriculture and farming, 
suggesting that labour migration for remittances has resulted in a decrease in labour availability 
and consequently reduced family participation in farming and agriculture. The chi-square test 
reveals the existence of an association between the nature of households (remittance receiving and 
remittance non-receiving) and their involvement in agriculture and farming. The NLSS-III (2011) 
study yielded similar findings to those of another study, indicating that emigration leading to a 
lack of workforce results in uncultivated land, decreased agricultural output, and the need to 
import food grains. Similarly, Maharjan et al. (2012) argue that the migration of a family member 
has resulted in a reduction in family labour input on farms in the Western hills of Nepal. However, 
Huy and Nonneman (2015) arrived at a contrasting conclusion in their survey, asserting that the 
migration of male family members actually led to a decrease in available male labour on the farm. 
This, in turn, led to an increase in female participation in farming and the potential utilization of 
remittances to address issues of food insecurity.

Conclusion and Implications

 The research's analyses and findings demonstrate that remittances from overseas have 
positive socio-economic ramifications on immigrant households. It can be inferred that remittance 

income has bolstered the purchasing power of recipient households, leading to an increase in their 
expenditure capacity. By this investigation, families receiving remittances allocate a greater 
portion of their resources to health and education services, which are regarded as investments in 
human capital in comparison to families not receiving remittances. The enhancement of the 
socio-economic status of recipient households has a significant positive impact. Nevertheless, the 
migration for the purpose of remittance has resulted in a decreased labour supply and increased 
reliance on remaining family members, negatively affecting involvement in agricultural activities. 
The study's narrow focus suggests that recipient households allocate more resources to household 
consumption and investment in human capital compared to families not receiving remittances. 
Further research is undoubtedly necessary to comprehensively examine and understand the 
socio-economic consequences of remittances on households, as the current analysis does not 
accurately portray the overall situation for the entire nation. Additionally, it was challenging to 
locate research on the motivation behind remittances during the investigation. Therefore, the 
motivation behind remittances may be a subject for further study and research.

 This investigation holds various implications for practitioners, academics, and policymak-
ers. It can be discussed as a basis for recommendations and areas of future research. As a develop-
ing country, Nepal heavily relies on remittances and subsistence farming. Due to the persistent 
underdevelopment of the industrial and production sectors, there has been an increase in imports 
and a decrease in exports. Despite the study asserting that remittances serve as a significant source 
of foreign exchange and are expanding in the national context, their primary use is to stabilize the 
balance of payments deficit rather than support capital development. Consequently, policymakers 
should formulate measures that can encourage remittance investments in the development of the 
domestic economy and national output, ultimately reducing import trends and balancing payment 
deficits shortly. Similar to how remittance income benefits society by elevating individual income 
and social status, it has had a profound impact on agricultural output. To utilize remittance funds 
to increase agricultural productivity and expand the industrial sector, the government should 
implement initiatives that support agricultural production, small domestic industries, and the 
creation of a robust market. 

Family Type Particulars 

Involvement in agriculture 

Total Yes No 

Remittance receiving Frequency 16 84 100 
Expected Frequency 41.5 58.5 100.0 

% of Total 16% 84% 100% 
Remittance non- 
receiving 

Frequency 67 33 100 
Expected Frequency 41.5 58.5 100.0 

% of Total 67% 33% 100% 

Particulars Value Df 
Asymptotic 
Significance 

 

Pearson Chi-Square 53.568a 1 .002  

sector, it is crucial for risk assessment to detect and manage social and environmental risks. 
Regulation, voluntary actions, and sustainable finance all support responsible banking practices. 
To include sustainability considerations in the basic activities of the financial sectors, cooperation 
between banks, regulators, and stakeholders is required. The importance of good risk assessment, 
sustainable finance, and regulatory framework in accomplishing sustainable aims is enhanced by 
sustainable and responsible banking (Oyegunle & Weber, 2015). The application of green banking 
practices has been considerably aided by the adoption of international standards and the imple-
mentation of regulatory rules and guidelines. Transparent and motivating regulations and 
standards are necessary for the financial sector to act consistently. The use of technology has made 
it feasible to offer eco-friendly products and services. Therefore, encouraging green banking 
practices and achieving environmental goals may need the use of technology (Asim et al., 2020). 
The Equator Principles (Eps) is one of the self-regulatory mechanisms in promoting sustainable 
finance (Contreras et al., 2019).  The banks and financial institutions have international business 
with higher profitability and stronger corporate governance are highly motivated to adopt Eps. It 
can promote sustainable finance and responsible banking practice (Herbert Smith Freehills, 2013). 
Banks and Financial Institutions (BFIs) can help the private sector adapt to environmental and 
social sustainability by increasing green financing and inclusive lending. BFIs are also addressing 
environmental and social risks in their own operations and reducing their carbon footprint. They  
are concerned about being at a competitive disadvantage if they implement E&S risk management 
procedures  (NRB, 2019). The main aim of the ESRM guideline is for BFIs to incorporate envi-
ronmental & social risk management into the credit risk management process to fully inform the 
credit authority of E&S risks before making financing decisions (Nepal Rastra Bank, 2018). 
ESRM guideline focuses on environmental, social, and climatic risks related to the BFI's client's 
business activities, which are increasingly important for Nepal. It intended to develop and imple-
ment an environmental and social management system (ESMS) in accordance with local and 
international standards. Additionally, it provides E & S risk management tools and templates, and 
explain various applicability in various types of financing. 

 Global scenario of green banking guidelines  

 Nepal is becoming increasingly susceptible to the effects of climate change; it is crucial to 
acknowledge the rising costs associated with such changes and the necessity of implementing 
measures aimed at minimizing carbon emissions. In light of this, Nepal is faced with the urgent 
task of establishing a green financial system that can effectively internalize externalities related to 
the environment, while simultaneously working towards reducing risk perceptions. (UNDP, 2021). 
According to the IFC country progress report (2022), it is essential to develop and implement a 
sustainable finance roadmap to highlight the need and opportunities of green finance in Nepal. 
Some of the green baking policy and initiative in the global scenario are as follows:

the world. Some of the countries like Colombia, Magnolia, Pakistan, Belgium, Sweden, the 
UK, Norway, and the Netherlands follow the voluntary compliance of green banking guidelines. 
But many other countries like Nepal, India, China, Japan, France, Vietnam, Magnolia, Nigeria, 
Lebanon, Indonesia, and Bangladesh implemented mandatorily green baking initiatives(Park & 
Kim, 2020).

Green Investment Opportunities in Nepal

 As the nation with the least advanced development, Nepal  faces the challenge of effec-
tively managing the necessary funds to undertake intricate development interventions aimed at 
mitigating risks and fostering a resilient society (Lohani, 2023). In its pursuit of this objective, 
Nepal is endeavoring to incorporate catastrophic risk reduction and management into the entirety 
of its development process.   In this particular, there is an urgent need to address trade-offs 
between the growth of transportation and energy infrastructure and conservation goals through 
multi-sectoral collaboration and agreements (Adhikari et al., 2023). In Nepal, various financing 
practices have been introduced. However, these practices are currently in a state of evolution. In 
order to establish sustainable financing mechanisms, it is imperative to establish clear operational 
guidelines that align with the existing legislations. (Basnyat et al., 2014). Sustainable banking and 
finance techniques are used to achieve the Sustainable Development Goals (SDGs). Banks and 
financing institutions can support to achieve SDGs by financing for projects that promote sustain-
ability in the nation, such as infrastructure, renewable energy and sustainable agriculture (Feridun 
& Talay, 2023). However, the sustainability performance of those financing institutions can 
measure with the consideration of environmental, social and governance (ESG) issues of project 
financing (Rosalina et al., 2023). 

 Green finance stands out as a crucial element among the many sub-platforms supporting 
the five theme sustainable development goals that the UNDP has adopted. Moreover, banks and 
financial institutions (BFIs) are enhancing their ambition by collaborating with international 
organizations and creating green finance mechanisms. The National Determined Contribution 
(NDC) to the Paris Agreement, the "Guidelines on Environmental and Social Risk Management 
for Banks and Financial Institutions (ESRM)" circulated by Nepal Rastra Bank (NRB) in 2018, 
and subsequent directives for implementation serve as the major guiding frameworks for assessing 
green finance. These frameworks form the basis of Nepal's regulatory-driven approach towards 
the subject matter (Banks et al., 2018). In Nepal green finance opportunity  has the potential to 
unlock a $46.1 billion climate-smart investment opportunity by 2030 (Mahat et al., 2019). Nation-
al Determined Contribution (NDC) has also encouraged green energy, sustainable transport, 
climate-friendly agriculture products, and a low-carbon economic development strategy, this may 
stand as the landmark for shifting traditional finance to green and sustainable finance in banking 
sector.  As of mid-July 2022, the allocation of credit by commercial banks to the sectors of 
agriculture, energy, and small/cottage industry accounted for 12.28%, 5.51%, and 9.85% respec-
tively, in relation to their overall investment. By mid-July 2025, the corresponding percentages of 
total credit extended by commercial banks to these sectors are required  to rise to 15%, 10%, and 
15% (NRB, 2022).  In an effort to promote and stimulate the adoption of Green Financing, a 
preliminary version of the Green Taxonomy is set to be compiled, encompassing a broad range of 
pertinent subjects, including but not limited to the issuance of green bonds, the disclosure and 

assessment of climate-related risks, as well as the identification of capital requirements. The 
submission of the preliminary report, which represents a significant milestone in the ongoing 
process of formulating the aforementioned draft, has been met with approval (NRB, 2023). 

 Green banking and financing are the recently growing practices in Nepal to promote 
eco-friendly projects and initiatives, contributing to sustainable development. Policies and provi-
sions are intended to promote fundings in renewable energy, agriculture, transportation waste 
management, and more aiming to reduces carbon footprint, mitigates climate change, and protects 
natural resources. Additionally, to enhances the reputation of financial institutions by attracting 
socially conscious customers, investors and other stakeholder moving towards the sustainable 
development, environmental protection, and a resilient economy for the future green financing is 
utmost necessary in Nepal. Considering the significance, this study aims to identify the current 
policy provisions and practices of green and sustainable banking guidelines in adherence to 
environmental and social risk management of the commercial banks in Nepal. 

Methodology

 The research is descriptive in nature and based on the secondary source of data.  The 
implementation status of Environmental and Social Risk Management (ESRM) guidelines in 
commercial banks, as well as other policies, provisions, and priorities for the growth of green 
finance, were evaluated. The study's purview is restricted to the financial industry, and data 
analysis from financial institutions other than commercial banks was also disregarded. Data and 
statistics for the analysis are taken from the Nepal Rastra Bank's ESRM report for the fiscal years 
2078/79 and 2079/80 and policy provisions regarding the same.  The reports include the data from 
the BFI reporting templates found in ESRM guidelines Annex 11 of the NRB. The study examines 
the current status of policy formation and governance, employee training and capacity building for 
ESRM, and the integration of environmental and social risk into core risk management of the 
commercial banks. The study also revies the policy, provisions and opportunities to develop 
sustainable and green banking practices in Nepal. 

Results and Discussion

Policy provisions to support sustainable and green banking in Nepal
 The major policy and guideline about green banking and sustainable banking practices in 
Nepal is ESRM for banks and financial institutions in Nepal. Climate Change Financing Frame-
work (2017), Climate Change Policy (2011), Forest Investment Program: Investment Plan for 
Nepal (2017). Industrial Enterprises Act (2020) and Agriculture Development Strategy 
(2015-2035) were also supported for sustainable banking, sustainable finance and green banking 
practices in Nepal.  The ESRM guidelines have been formulated with the intention of assisting 
banks and other financial institutions (BFIs) in the management of environmental and social risks 
that are associated with their operation (Nepal Rastra Bank, 2018). This is achieved through the 
provision of exemplary practices and tools for risk management, while also promoting the adop-
tion of low-tech and environmentally conscious while financing decision. Climate change financ-
ing framework (2017), content pertain to various aspects of Nepal's sustainable development and 

the mitigation of climate change through banking activities and services.  The Industrial Policy 
enacted in 2011 has been designed with the intention of fostering the growth of reliable and 
long-lasting industrial entrepreneurship. This policy actively advocates for the adoption of envi-
ronmentally conscious technologies by companies, thereby encouraging sustainable practices and 
minimizing the negative impact on the environment. Moreover, one of the core objectives of this 
policy is to facilitate the transformation of existing sectors into models that are not only devoid of 
pollution but also free from carbon emissions. By emphasizing the importance of these transfor-
mative measures, the Industrial Policy of 2011 aims to pave the way for a greener and more 
sustainable industrial landscape. The acknowledgment of the importance of sustainable agricul-
ture, encompassing organic farming, clean technology, animal welfare, and the preservation of 
biodiversity, is a fundamental aspect of the Agriculture Development Strategy 2015-2035. The 
Climate Change Policy (2019) places great importance on the establishment of climate-resilient 
infrastructure, the promotion of climate-resilient socioeconomic development, and the adaptation 
of natural resource management strategies to accommodate the impacts of climate change. In 
order to effectively tackle the challenges posed by climate change, this policy also establishes a 
dedicated fund to address climate change-related concerns. Nepal’s Second Nationally Determined 
Contribution (NDC) under the Paris Agreement delineates its dedication to the advancement of 
low-GHG emission development, sustainable energy production, the implementation of e-vehi-
cles, biogas infrastructure, and the attainment of carbon neutrality in renowned tourist areas. The 
National Adaptation Plan endeavors to mitigate the adverse effects of climate change and enhance 
Nepal’s departure from the classification of least developed countries by means of enhanced 
strategic planning and synchronization with sustainable development goals, with the ultimate aim 
of reducing damage and losses inflicted by climate change impacts (NPC, 2017). 

Following are the sustainable and green banking initiative and guidelines in Nepal: 

Source: IFC Country Progress Report (2022)
 The Environmental and Social Risk Management (ESRM) guidelines of the Nepal Rastra 
Bank establish a requirement for banks to evaluate and mitigate the environmental and social 
impacts of their operations. Furthermore, the baseline report on Sustainable Development Goals 
by the National Planning Commission provides a strategic direction for aligning financial products 
and services with the nation's sustainability objectives. Moreover, the 2019 Environmental Protec-
tion Rules offer additional guidance by setting forth environmental safeguards for various sectors. 
Financial professionals equipped with the requisite knowledge and skills engage in Environmental 
and Social Due Diligence (ESDD) measures to effectively assess and manage environmental and 
social risks. This comprehensive approach, incorporating regulatory frameworks, national objec-
tives, and environmental safeguards, paves the way for a more sustainable and responsible bank-
ing landscape in Nepal (Report, 2022).

 Green banking practices by Implementation of ESRM Guidelines 

 After the introduction of mandatory guidelines on Environment Social Risk Management 
(ESRM) by Nepal Rastra Bank, there has been significant progress observed in the implementa-
tion of ESRM guidelines by the commercial in Nepal. The majority of commercial banks have 
formulated policies and procedures pertaining to ESRM and have demonstrated their commitment 
to human resource development through training and participation in relevant programs. However, 
it is of utmost importance for these banks to integrate environmental and risk management consid-
erations into their core strategies, as this serves as a crucial indicator of policy implementation. 
The results show that banks are not adhering to the rules when it comes to rejecting loans from the 
exclusion list, and none of them have rejected any transactions related to E&S risk management. It 
suggests that instead of actively participating in risk analysis and rating in their business opera-
tions, regulators should exercise caution regarding the potential danger posed by banks and 
concentrate instead on completing compliance obligations. Provided below is an overview of the 
compliance status of commercial banks in Nepal in relation to the ESRM guidelines.
Table 1 
Policy formulation and governance

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79; 2079/80)

Table, 1 depicts the result of policy formulation and governance of ESRM guidelines. Result 
shows that the ESRM policy and procedure formulation and board approval in year I and II have 
88 percent and 100 percent commercial banks respectively. Only 69 percent commercial banks 
were nominated environmental and social (E &S) risk officer in 2078/79 but this result increased 
in 2079/80 by 90 percent commercial banks. All of the commercial banks formulated environmen-
tal and social risk management policy and procedure then approved from their board. However, 
Himalayan Bank Limited and Nabil bank limited did not appointed E & S officer under even 
though mandatory circular made by Nepal Rastra Bank till the study period.  
Table 2 
Employees training and capacity building 

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79; 2079/80.)
 Tables 2 show the data and statistics, providing a quantitative overview of the ESRM 
trainings budget allocation, programs conducted and participated in training workshop and semi-
nars of commercial banks.  In this specific case, 14 commercial banks were allocated budget to 
ESRM training programs in 2078/79 which is 54% of the total banks, whereas only 13 commercial 
banks were allocated in 2079/80. Similarly, 22 banks were planned ESRM training programs and 
participated in the same in 2078/79.  There is no more progress in 2079/80 for the training and 
capacity building for ESRM, Agriculture Development Bank, Laxmi Sunrise Bank, Rastriya 
Banijya Bank, and Standard Chartered Bank were not conducted such programs during the period. 
Table:3
 Incorporation of environmental and social risk in core risk management

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79, n.d.)

 Table 3 presents the particulars concerning the incorporation of environmental and social 

risk into the fundamental risk management practices of banks in accordance with the implementa-
tion of ESRM guidelines. In 2078/79, there were none of banks were rejected loan on the basis of 
the exclusion list criteria, in 2079/80, only one bank (Nepal Bank Limited) follows this indicator 
of the guideline. The Environmental and Social (E&S) Due Diligence (ESDD) was conducted by 
18 banks in 2078/79, and this figure increased to 80% or 16 banks out of 20 commercial banks in 
2079/80. The proportion of the total disbursed loan portfolio subjected to ESDD in first year was 
only 11 banks, which experienced a significant rise to 75% or 15 out of total in next year. The 
E&S Risk Rating indicator, the percentage of transactions that were disbursed based on the 
Environmental and Social (E&S) Risk Rating in 2022, 81% of banks practiced disbursing loans 
based on this rating, a figure that further increased to 90% in 2023. The specific Environmental 
and Social (E&S) Action Plan was employed for 38% of transactions in 2022, and this percentage 
increased to 50% in 2023. Notably, no transactions were rejected for E&S risk management in 
both years. The indicator measuring the proportion to which E&S Risk is integrated into the core 
risk management practices of commercial banks remained constant in both years. Overall result of 
the implementation of guidelines reflects there is significant progress made for incorporation of 
environmental and social risk management into their core business strategies and beneficial to the 
E &S improvement for the commercial banks in Nepal.  Some of the commercial banks such as 
Agriculture Development Bank, Himalayan Bank, NICAsia Bank, and Rastriya Banijya Bank 
need to improve their implementation status of given indicators. 

 Discussion

 The green banking guidelines and Environmental and Social Risk Management (ESRM) 
policies, has been observed in several South Asian nations including Bangladesh, China, India, 
and Pakistan (Y. Q. Zhang, 2023), (Li, 2023). These nations have established comprehensive 
frameworks to encourage banks to adopt environmentally sustainable practices in their operations 
and investments. The application of such green banking practices has resulted in a reduction in 
commercial CO2 emissions while contributing to the attainment of green economic recovery and 
sustainable development. Green Finance is an investment or lending program that incorporates 
environmental impact into risk evaluation and uses environmental incentives to influence business 
decisions, to enhance human well-being, social equity, and ecological integrity while decreasing 
environmental risks (Soundarrajan & Vivek, 2016). The prior research found that the implementa-
tion of environmentally friendly banking practices is significantly impacted by policy, day-to-day 
operations, and investments (Rehman et al., 2021). Empirical result of green banking activities and 
effective implementation of such guidelines found to reduce long-term cost, boost the banking 
industries effectiveness and promote sustainable economic development of the nation in Bangla-
desh (X. Zhang et al., 2022).  Green  financing and implementation of policies related to green 
banking  have positive impact of environmental performance, daily operation and customers 
related performance of the banks and financial institutions (Chen et al., 2022).  The interconnec-
tion between sustainable development and financial sector stability is evident as various factors 
such as climate change, wealth distribution, energy use, competition for water resources, and 
emerging countries' roles will significantly influence the financial sector, necessitating a strategy 
shift to ensure investments in sustainable development and the ability of the financial sector to 
handle sustainability risks (Weber, 2015). The collaborative efforts of banking institutions in 
promoting green recovery have been acknowledged as essential, particularly in emerging econo-

mies. In addition to this, central banks and financial authorities have actively participated in the 
formulation of sustainable banking frameworks and regulations to bolster green finance initiatives. 
The implementation of the green banking concept in emerging economies will enable banks and 
firms to efficiently utilize their limited resources, address the global challenge of sustainability, 
and protect the natural environment, through financing green technology and pollution-reducing 
projects, as part of a broader green initiative (Jaydatta & Nitin, 2017). 

 South Asian countries have made notable advancements in the implementation of green 
banking guidelines and policies to tackle environmental challenges and foster sustainable growth 
(Y. Q. Zhang, 2023). The significance of environmental and social risk management guidelines for  
the banking sector is steadily increasing. Banks must integrate environmental, social, and gover-
nance (ESG) risk into their risk management systems, adapt their business and risk strategies, and 
ensure transparency. Efforts are being made to establish environmental regulations and voluntary 
initiatives that establish benchmarks for the measurement and management of environmental risk 
in banks (Bruno & Lagasio, 2021). The importance of climate risks and the necessity for banks to 
allocate credit and investment to more sustainable sectors have been emphasized by climate 
change and the 2030 Agenda for Sustainable Development. Driven by political pressure and 
concerns about reputation, banks and project companies employ E&S standards for sustainability 
and risk management purposes (Mertens et al., 2023). Environmental risk has an impact on the 
operational and strategic activities of banks, and central banks face distinct challenges in address-
ing this risk. In general, there is a growing recognition of the requirement for guidelines and 
regulations to manage environmental and social risks within the banking sector. The exploration 
of sustainable finance implementation within the financial services industry, particularly in the 
banking sector, has been undertaken, revealing the necessity for improved execution and emphasis 
on environmental sustainability (Mozib Lalon, 2015). The regulatory authorities or central bank 
have important role for greening the financial system and implementation of different policies and 
guidelines in the country (Khairunnessa et al., 2021). Prior research of green banking performance 
in Nepal  found that the environmental training of the employees will positively contributed for 
environmental performance of the banks  (Risal et al., 2018). The efficient application of the 
regulations, guidelines, and circulars of the regulatory authorities in the banks and financial 
institutions has favorably influenced the development of a sustainable path, as indicated by the 
varied findings of the empirical studies.

Conclusion, Implications, and Future Research Directions

 Financial entities in Nepal have been encouraged to incorporate social, environmental, and 
governance considerations into their strategies and choices as per NRB guidelines. The guidelines 
and various circular issued by the NRB are intended to encourage responsible lending, minimize 
risks and promote investment. Nepal Rastra Bank has encouraged BFIs to increase their credit in 
green investment. To promote green financing preliminary draft of the Green Taxonomy has been 
drafted and approved by Nepal Rastra Bank. This study analyzes the implementation status of 
ESRM guideline circulated by Nepal Rastra bank to promote sustainable banking through environ-
mental and social risk management in bank transactions.  Commercial banks are mostly imple-
mented the policy formulation and governance indicators of the guidelines.  The significant 
progression is not found in training and capacity building of their human resource in the banks 

Source: (Park & Kim, 2020), (Asim et al., 2020), (SBN Country Report 2022)

 Environmental and social risk management guidelines is mandatory policy and 
procedure circulated by Nepal Rastra Bank as a green and sustainable banking guide-
line.  There is a different code of conduct for the implementation of such initiatives in 

regarding environmental and social risk management. Regarding the incorporating environmental 
and social risk in core risk management found a significant progression of the commercial banks 
in different indicators issued by the Nepal Rastra Bank. However, the banks are not adhering to 
the rules when it comes to rejecting loans from the exclusion list, and none of them have rejected 
any transactions related to E&S risk management. It suggests that instead of actively participating 
in risk analysis and rating in their business operations, regulators should exercise caution regarding 
the potential danger posed by banks and concentrate instead on completing compliance obligations.
 
 Nepalese banking sectors are beginning to adopt the sustainability practices and they are 
effectively implementing the guidelines and various circular issued by the Nepal Rastra Bank. The 
implication of the sustainable banking practices and green banking guidelines have potential to 
drive positive changes in financial industry. It promotes reputation and brand values, environmen-
tal sustainability, social responsibility, investment opportunity and long-term economic growth in 
the country. The integration of ESG consideration into core business strategies and decision-mak-
ing process will helps to minimize overall risk of the banking industry. 

 The study usages only the secondary data of ESRM report published by NRB. Further 
research should examine the overall green banking and environmental performance of the com-
mercial banks by collecting and analyzing qualitative and quantitative data compromising individ-
ual performance of the banks. Further study can evaluate the financial performance and overall 
sustainability status of commercial banks with align from the compliance of ESRM guidelines in 
Nepal.  Additionally, the research may be conducted the investment of banks in accordance to the 
guidelines of green finance projects and overall mitigated environmental harmful activities and 
such environmental risk of financing projects.
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forms the global economy and socio-cultural interdependence. Notably, migration from South 
Asia to developed countries has surged, a trend projected to endure. In Nepal, where the labour 
force comprises, 79.60 percent aged 15 to 64 (CEIC, 2021), 56 percent of households have the 
opportunity to receive remittances (NLSS-III, 2011), contributing almost 30 percent to the coun-
try's GDP (WBG, 2021). Remittance revenue is vital for Nepal's economic health, with receipts 
growing from 44.16 million US dollars in 1996 to 7795.56 million US dollars in 2020 (WBG, 
2021). Remittances, essential for developing nations, influence GDP expansion, impacting 
individual income, healthcare, and education (Alishani & Nushi, 2012). Migration-driven remit-
tances fueling economic growth, shaping socio-cultural ties, and enhancing individual welfare 
underscore the indispensable role of global migration in contemporary economies.

 Remittances, typically defined as a portion of a migrant's earnings sent to their country of 
origin, predominantly encompass financial transactions, although non-cash products are also 
considered (Pant, 2004). This term commonly denotes transfers made by migrant workers, yet it's 
crucial to recognize that refugees and migrants without the same legal status also contribute to 
remittances. The increasing flow of remittances from migrants addresses challenges in developing 
nations such as low employment, income rates, rising poverty, and unequal income distribution 
(Dhungana & Pandit, 2016). These financial inflows serve as a vital source of household income, 
alleviating poverty, elevating social standing, and facilitating economic stability. Remittances 
have evolved into a significant government funding source and a poverty eradication strategy, 
with substantial investments in trade and business, alongside conspicuous spending and durable 
goods (Edwards & Ureta; Acosta, 2011). Remittances, encompassing financial transactions from 
migrants, refugees, and those without legal status, play a pivotal role in alleviating poverty and 
fostering economic stability in developing nations.

 Globally, remittances totaled $605 billion, projected to rise by 4.2 percent to $630 billion 
by 2022 (WBG, 2021). Nepal, ranking top in South Asia and sixth globally, heavily relies on 
remittances, constituting 25 percent of its GDP (WBG, 2021). In the latest fiscal year, Nepal 
received NPR 699 billion (USD 6.56 billion) in remittances, representing over 25 percent of the 
country's GDP, marking the fourth-highest share worldwide (ADB, 2021). While remittances buoy 
the economy and elevate purchasing power, they also pose risks, such as the exodus of educated 
professionals seeking employment abroad, potentially resulting in a loss of valuable human 
resources developed with public investment.

 A growing number of Nepalese workers are departing the country in pursuit of employ-
ment abroad, driven by diminished job opportunities at home (Government of Nepal, 2022). The 
quantum of remittances is contingent on the country's conditions and the migrant count within a 
household, creating a reciprocal relationship between overseas job seekers and remittance inflow 
(Byanjanakar & Shakha, 2021). Economic stability prompts Nepalese labourers to seek opportuni-
ties abroad, prompted by recent violent conflicts and limited prospects domestically (Dahal, 2004). 
Migration and remittance patterns are prevalent in regions marked by political unrest, civil wars, 
economic downturns, low entrepreneurial investment, and economic slumps worldwide (Sirkeci et 
al., 2012). Remittance transfers to Nepal employ specific channels like SWIFT or demand drafts, 
with various established remittance providers such as International Money Express (IME), West-
ern Union, City Express, Himal Remit, Prabhu Remit, and Samsara Remit (WBG, 2021). The 

Financial services, because of their intermediary role, have the power to encourage businesses, 
and individuals from engaging in unsustainable behaviors (Louche et al., 2019). Due to their 
substantial influence, impact, and effects on both the social and environmental aspects, these 
financial institutions are required to address various social and environmental challenges, while 
actively and extensively participating in a multitude of sustainable practices (Zimmermann, 2019). 
Sustainable banks are those financial institutions that give high priorities to social development, 
environmental management, financial inclusion, financial literacy, and energy efficiency in their 
core business operations (Kumar & Prakash, 2019). Sustainable organizations also promote and 
encourage their employees to utilize public transportation means, facilitating and ensuring access 
to individuals with disabilities, and deliberately selecting and opting for suppliers and partners 
who adhere to and comply with stringent environmental and social principles and standards 
(Weber, 2005). Thus, sustainable banking is an emerging banking approach stands as value 
generator for their stakeholders with full consideration of environmental and social issues into 
their activities and operations. 

 The main objectives of green banking are to safeguard the environment and natural 
resources, as well as to provide financial services and address social concerns in the nation which  
can reduce environmental pollution and support to achieve  sustainable development goals in the 
country (X. Zhang et al., 2022).  Such practices should  have goal to minimize credit risk, legal 
risk and reputational risk by excluding investments in  environmentally threat project (Hoque et 
al., 2019). The term “green banking” refers to a variety of financial products, such as green bonds, 
green financing, and other financial instruments, that encourage investments in sustainable 
agricultural growth, renewable energy and climate friendly infrastructure. To create sustainable 
green finance, legal and policy frameworks must be in place. By encouraging investments in green 
technologies, renewable energy, and environmentally friendly farming practices, green finance 
may play a significant role in supporting sustainable development and environmental conservation 
in the nation (Soundarrajan & Vivek, 2016). Incorporating green banking practices positively 
affects environmental performance with creating a link between sustainable banking and environ-
mental outcomes. Environmental-friendly products and services significantly contribute to sustain-
able development  (Rehman et al., 2021). Therefore, social well-being, environmental preserva-
tion, and the nation's overall sustainable development are all impacted by the sustainability prac-
tices of banks and other financial organizations. Do not end your paragraph in citation. It is not the 
part of academic writing.

 Low-income countries have significant gap in their comprehension of basic financial 
concepts, as well as the advantages and hazards connected with specific financial decisions (Leora 
et al., 2020). People have difficulty learning about new innovative financial products and services, 
as well as the consequences of violating the rules and regulations related to financing, social and 
environmental aspects, due to a lack of fundamental knowledge,  regulation of government and 
law enforcement agencies (Roy et al., 2015). As a result, sustainable and ethical banking implies a 
compelling alternative to traditional banks and establishes a valuable precedent for achieving a 
new approach to sustainable finance. Moreover, this type of banking provides not only economic 
benefits to stakeholders, but also social and environmental value to shareholders, clients, employ-
ees, investors, and society as a whole (del Carmen Valls Martínez et al., 2020). In the banking 

traditional "Hundi" practice of informal money transfers persists in Nepalese society. The global 
economic impact of the Covid-19 outbreak has disproportionately affected Nepalese migrant 
workers, especially those in tourism, hospitality, and construction, leading to financial crises for 
many (Study et al., n.d.). The post-pandemic repercussions continue to impact Nepal's economy.

 Pokhara, the second-largest valley in Nepal's hilly region, situated in the Western part and 
part of the Gandaki Province, boasts cultural diversity with Gurungs, Brahmins & Kshetris, 
Newars, Thakalis, Magar, and other occupational castes. Gurungs dominate the city, particularly 
in-migrant communities, making Pokhara the leading remittance recipient (WBG, 2021). Many 
Pokhara residents migrate globally for employment, notably to Hong Kong, Malaysia, Australia, 
America, Japan, Korea, Canada, Saudi, Dubai, Qatar, and India. The impact of remittance flows in 
Pokhara sparks a longstanding debate, with studies suggesting both positive effects on livelihoods 
and negative consequences on agriculture. Given Nepal's significant remittance reception, studies 
on its social and economic implications, especially on migrant households, are imperative. This 
study proposes to scrutinize remittance-receiving and non-receiving families in Pokhara, compar-
ing their consumption patterns, human capital investments, and agricultural involvement. The 
research objectives of this study are to analyze the social and economic consequences of remit-
tance on households in Pokhara Valley by accessing and comparing the level of investment for 
human capital improvement between remittance-receiving and remittance-non-receiving house-
holds and to identify if Labour migration in remittance recipient households has led to a lack of 
Labour, which has led to a decline in family’s involvement in farming and agriculture?

Hypotheses
The following hypotheses have been used to validate the test.

H1 :  There is a significant difference in investment level for human capital improvement   
 between remittance recipients and non-recipient households.

H2:  Labour migration in remittance recipient households has led to a lack of Labour, which  
 has led to a decline in family’s involvement in farming and agriculture.

Literature Review

 As per the sixth edition of the Balance of Payments and International Investment Position 
Manual (BPM6), remittances establish an economic link between migrants and their families in 
their country of origin (Study et al., n.d.). The movement of individuals to other countries, whether 
temporary or permanent, facilitates the generation of income that is wholly or partially transferred 
back to the home economies through formal channels like recordable electronic systems or infor-
mal means, such as trusted friends carrying cash (Mashayekhi et al., 2013). Remittance categories 
include compensations of employees, workers' remittances, and migrants' transfers as defined by 
the balance of payment manual.

 Regarding the impact of remittances on the economic development of recipient countries, 
three influential theories need consideration. The Developmental Optimistic School, predominant 
in the 1950s and 1960s, posits that migration leads to North-South transfers of investment capital 

and exposure to liberal, rational, and democratic ideas, fostering development in recipient nations 
(Adenutsi, 2010). In contrast, the Developmental Pessimistic School emerged in the late 1960s, 
suggesting that migration and remittances may not lead to sustainable development. This perspec-
tive argues that the brain drain from developing countries results in a loss of human capital not 
compensated by remittance benefits (Beine et al., 2001; Acosta, 2011). Additionally, it contends 
that remittances may not be invested productively, potentially causing inflation, loss of competi-
tiveness, and increased imports, challenging the recipient's decisions and creating the possibility of 
the Dutch disease (Taylor, 1999; Chami et al., 2008; Imai et al., 2014).

 Furthermore, heightened openness is likely to foster greater integration between the 
remittance-receiving country and the global community, thereby amplifying imports (De Haas, 
2007). This integration may contribute to a cycle of growing dependency, as argued by De Haas 
(2007). The pessimistic school contends that remittances may lead to a decline in labour supply, 
with individuals substituting work-associated earnings for remittance income, potentially reducing 
the labour force (Chami et al., 2008). This substitution effect could result in individuals choosing 
leisure and alternative non-work-related activities over employment (Barajas et al., 2011; Imai et 
al., 2014). Another concern is the potential increase in corruption associated with remittances, as 
the influx of remittance income may make corrupt practices less costly for the government, 
leading to a rise in corruption levels (Abdih et al., 2008). In this perspective, remittances act as a 
buffer between the populace and the government, exacerbating issues related to moral hazards 
(Anaynwu & Erhijakpor, 2010). A third viewpoint, inspired by the Remittances Development 
Pluralists, offers a stance by acknowledging the limitations of both optimistic and pessimistic 
views. Developed in the 1980s and 1990s, the Developmental Pluralistic View rejects the idea that 
remittances strictly yield positive or negative outcomes in receiving countries, recognizing the 
complexity of the relationship between migration and development (De Haas, 2007; Adenutsi, 
2010). This pluralistic perspective highlights the need for new theories that consider various ways 
in which remittances may affect recipient economies, emphasizing the intricate nature of the 
migration-development nexus (Taylor, 1999). Unlike overarching theories, the pluralistic view 
asserts that the impact of remittances is context-dependent, and no single theory can universally 
explain all outcomes.

 Stark's (1985) delineated four distinct motivations for the transfer of remittances: pure 
altruism, pure self-interest, investment, and tempered altruism. The concept of pure altruism 
encapsulates the migrants' selfless concern for the well-being of their families, particularly in 
times of financial decline (Acharya, 2021). The researcher postulated that remittances under the 
auspices of pure altruism escalate during periods of familial destitution. Conversely, self-interest 
as a motivation entails migrants perceiving remittances as investments, thereby envisaging future 
returns upon their repatriation. The insurance motivation posits remittances as financial safety nets 
for both migrants and their families, effectively mitigating risks in both host and home countries 
(Lubambu, 2014). Investment theory posits that families dispatch migrants as a means to augment 
their overall income, thus considering remittances as dividends on their investment in the migrant, 
leading to an upsurge in remittances during periods of economic upturn. Brown (1997) highlights 
the propensity of migrants to amalgamate self-interest and altruism, primarily propelled by invest-
ment and asset accumulation motives, thereby illustrating a convoluted interplay of motivations in 
the realm of remittance behavior.

 Smith (1776) defined human capital as skills gained through experience, education, and 
training, which contribute to societal value. Valdero Gil (1970) found that remittances have a 
significant positive effect on health outcomes in Mexico, particularly for households without 
health insurance. Anten (2010) discovered that remittances have a substantial beneficial effect on 
the nutritional status of Ecuadorian children. Edwards and Ureta (2003) observed that remittances 
improve school retention in El Salvador more than other sources of income. Mansuri (2006) 
concluded that remittances positively affect human capital development and reduce gender-based 
education disparities in rural Pakistan. Acosta (2011) found that remittances decrease child labour 
and increase girls' school attendance in El Salvador. Hanushek (2013) argued that human capital is 
crucial for economic growth in developing nations. Koska et al. (2013) and Acharya and Gonzalez 
(2014) established significant correlations between remittances and human capital development in 
Egyptian and Nepalese children. Headey and Hoddinott (2015) attributed reduced childhood 
malnutrition in Nepal to migrant remittances. Bouoiyour et al. (2016) found that Moroccan house-
holds receiving remittances have increased school attendance. Binci and Giannelli (2018) conclud-
ed that remittances improve children's access to education and reduce child labour in Vietnam. 
These studies collectively highlight the important role of remittances in enhancing human capital 
and contributing to societal development.

 Agriculture is the main source of income in many developing countries, and low labour 
productivity is a major factor in the pervasive rural poverty (Geffersa, 2023). Lucas (1987) identi-
fied both the short- and long-term socioeconomic effects of migration and remittances, pointing 
out that remittance spending and investment eventually had beneficial results despite early nega-
tive effects on labour availability. Studies on migration to South Africa's mines found that 
although migration short-term decreased grain yields, remittance-driven investments eventually 
increased productivity and cattle accumulation, leading to greater salaries at home. Maharjan et al. 
(2013) discovered that migration reduced family labour at farms in Nepal's Western hills, but 
remittances alleviated capital constraints without affecting necessary farming inputs. On the other 
hand, Huy and Nonneman (2015) investigated how migration affected Vietnam's agricultural 
output and came to the conclusion that remittances made up for the loss of workers, encouraging 
greater investment and output in the sector. This demonstrates the complex ways that migration 
and remittances affect the dynamics of agriculture in developing nations. Limited research exists 
on the impact of remittances on household spending patterns in Nepal, particularly in Pokhara 
Metropolitan. Despite numerous studies on remittance effects globally, little attention has been 
given to Nepalese spending habits. Addressing gaps in the literature, it seeks to shed light on the 
consequences of remittances on spending patterns, providing insights into micro and macroeco-
nomic impacts not extensively covered in existing research.

Methods and Materials

 This study focuses on examining the social and economic consequences of remittance on 
house holds in Pokhara Metropolitan City. It analyzes the spending patterns of remittance-receiv-
ing and non-receiving families in various household activities. The study uses a descriptive cum 
comparative research design and collects data from respondents through questionnaires. It also 
employs a comparative research methodology to compare the spending pattern of remittance-re-
ceiving and non-receiving families. The core data for the study come from respondents' question-

naire responses. The study population consists of families in ward number 14 of the Pokhara 
Metropolitan city. A pilot survey was conducted to determine the sample size, with 15 percent of 
households receiving remittance and 85 percent not receiving remittance. The sample size for the 
study was determined using the formula for an infinite population sampling technique. A sample 
size of 200 houses was chosen for the multivariate analysis, with 100 samples from each group. 
Convenience and snowball sampling methods were used for sample selection. The study uses 
quantitative nature of data, from primary sources through structured questionnaire. Both descrip-
tive and inferential analysis have been used as analytical techniques. Descriptive analysis helps in 
summarizing data points to identify patterns. It is a crucial step in statistical data analysis. Inferen-
tial analysis generalizes sample results to the population. Descriptive statistical tools used in the 
study include frequency, percentage, mean, median, and standard deviation. Mean difference was 
used to analyze income and consumption data. Inferential statistical tools used are the chi-square 
test and independent samples t-test.

Research Framework and Definition of Variables

 The following framework has been developed for conducting the research's core theme. It 
demonstrates how the various variables are related to one another.

 

1. Remittance Income  The money and other assets sent to the households of migrants are  
    referred to as remittance income.

    The number of family members who work overseas determines  
    how much money a home receives in remittances. The number of  
    family members who work overseas also supports the independent  
    variable remittance.

1.2  Remittance Amount The remittance amount establishes the income of households that  
    consistently receive remittance revenue, which serves as the   
    primary funding source for household expenses.
    Remittance frequency also assesses how much money households  

    regularly get in remittances. Remittance frequency as a percentage  
    of annual household income indicates how much money a house 
    hold has to cover expenses.

2 Non- Remittance income Non-remittance income is the amount of money people earn   
    domestically or through businesses they run within a nation.
    Income of non- remittance receiving families depends on number  
    of domestic employment workers within a country.

    Heirlooms and family business generate income other then   
    employment and remittance for the family.

Dependent Variables

Results
 In particular, analysis of the data has been carried out per specific objectives, where 
patterns have been examined, evaluated, and conclusions are derived from them. Results have 
been chiefly presented as demographic data from study participants, descriptive statistics analysis, 
independent samples t-test results, and chi-square test findings that examined the influence of 
independent variables on dependent variables. 

 Table 2 shows the genders of the heads of the two research categories households that get 
remittances and those that do not. As per the data, more women-headed households with a mean 
age of 48 in families that received remittances, whereas more men-headed households with a mean 
age of 50 in families that did not get remittances. Due to male family members moving overseas 
for employment and other possibilities, there were more female household heads among the 
households who get remittances. 

Table 3
Independent Samples T-Test Between Remittance Receiving and Remittance Non- Receiving 
Households on Human Capital

Source: Field Survey, 2022 & SPSS output.

 The amount of money spent on human capital by families receiving remittances and those 
not receiving remittances were compared using independent samples t-tests. The test on health 
investment revealed variations in the scores that were statistically significant (t(df= 198)=14.01> 
critical value(1.96), p-value(0.000)< level of significance(0.05), with the mean score for remit-
tance-receiving families being higher (M=39,625, SD=20,267.949) than for remittance-non-re-

ceiving households (M=9,125, SD=7,943.42). The magnitude of the difference in the means 
(mean difference= 30,500.00) was significant. Similarly, the test for comparison of investment in 
education amongst the households showed significant differences (t (df= 179) =6.52, p=0.001) in 
the scores with the mean score for remittance-receiving families (M=93,136.36, SD= 42,920.72) 
which was higher than of remittance non receiving households (M= 55,483.87, SD= 34,474.82). 
The mean difference= 37,652.49 was significant as calculated t- value 6.52 > critical value (1.96) 
and p-value is less than level of significance i.e. (0.001<0.05). Hence, H1 is accepted, and the 
conclusion is drawn that the amount that both households invest in human capital through health 
and education differs significantly.

Table 4
 Remittance Receiving and Remittance Non- Receiving Households* Involvement in 
Agriculture Cross Tabulation, Chi-Square Test for Association Between Nature of Households 
and Involvement in Agriculture

Note: a. 0 cells (0.0%) have expected count less than 5. The minimum expected count is 41.50.
b. Computed only for a 2x2 table
c. *If P value (asymptotic significance) < 0.05, Correlation is significant.
Source: Field Survey, 2022 and SPSS output

 Table 4 shows that only 16 percent of the households receiving remittances are engaged in 
agriculture or farming, while 84% is not. Meanwhile, 67% of families that did not receive remit-
tances are engaged in farming and agriculture. A conclusion can be drawn that a higher proportion 
of households not getting remittances are engaged in farming and agriculture.
To test any association between the nature of households and involvement in agriculture and 
farming, a chi-square test was conducted which resulted in a significant association at a 5% 
significance level between the nature of households and involvement in agriculture and farming; 
[χ2(1,200)= 53.568, p-value 0.002<0.05] which supports second alternative hypothesis (H2) i.e. 
Labour migration for remittances has led to a lack of Labour, which has led to a decline in fami-
ly‘s involvement in farming and agriculture.

Discussion

 The primary objective of the study was to examine the socio-economic repercussions of 
remittances on households residing in Pokhara valley. To accomplish the overall purpose of the 
study, this main aim was further divided into two sub-aims. The initial objective of the study 
aimed to evaluate and compare the levels of investment in human capital, specifically in terms of 
health and education, between two categories of households: those receiving remittances and those 
not receiving remittances. To address the second objective and respond to the second research 
question, Hypothesis 2 (H2) was formulated.

 The first hypothesis asserts that there is a significant difference in the investment levels in 
health and education between the two types of households. The independent samples t-test 
indicates that households receiving remittances allocate a considerably higher amount of resources 
towards the healthcare and education of their family members compared to households that do not 
receive remittances. Moreover, a majority of remittance-receiving households opt for private 
hospitals for superior healthcare services and private schools for better education. On the other 
hand, households not receiving remittances rely on government or public hospitals for healthcare 
and send their children to government or public schools. The findings of this study align with 
numerous previous studies conducted on the same subject. Many studies emphasize the substantial 
variation in investment levels in human capital, with remittance-receiving families allocating 
higher expenditures towards the health and education of their family members compared to 
remittance-non-receiving families (Adams, 2006; Castaldo). Similarly, Mansuri (2006) showcased 
a significant positive impact of remittances on the accumulation of human capital in Pakistan. 

 Likewise, the second objective of this study was to investigate whether labour migration 
for remittances has resulted in a shortage of labour, subsequently leading to a decline in family 
engagement in farming and agriculture. The second hypothesis argues that there is indeed an 
association between the nature of households and their involvement in agriculture and farming, 
suggesting that labour migration for remittances has resulted in a decrease in labour availability 
and consequently reduced family participation in farming and agriculture. The chi-square test 
reveals the existence of an association between the nature of households (remittance receiving and 
remittance non-receiving) and their involvement in agriculture and farming. The NLSS-III (2011) 
study yielded similar findings to those of another study, indicating that emigration leading to a 
lack of workforce results in uncultivated land, decreased agricultural output, and the need to 
import food grains. Similarly, Maharjan et al. (2012) argue that the migration of a family member 
has resulted in a reduction in family labour input on farms in the Western hills of Nepal. However, 
Huy and Nonneman (2015) arrived at a contrasting conclusion in their survey, asserting that the 
migration of male family members actually led to a decrease in available male labour on the farm. 
This, in turn, led to an increase in female participation in farming and the potential utilization of 
remittances to address issues of food insecurity.

Conclusion and Implications

 The research's analyses and findings demonstrate that remittances from overseas have 
positive socio-economic ramifications on immigrant households. It can be inferred that remittance 

income has bolstered the purchasing power of recipient households, leading to an increase in their 
expenditure capacity. By this investigation, families receiving remittances allocate a greater 
portion of their resources to health and education services, which are regarded as investments in 
human capital in comparison to families not receiving remittances. The enhancement of the 
socio-economic status of recipient households has a significant positive impact. Nevertheless, the 
migration for the purpose of remittance has resulted in a decreased labour supply and increased 
reliance on remaining family members, negatively affecting involvement in agricultural activities. 
The study's narrow focus suggests that recipient households allocate more resources to household 
consumption and investment in human capital compared to families not receiving remittances. 
Further research is undoubtedly necessary to comprehensively examine and understand the 
socio-economic consequences of remittances on households, as the current analysis does not 
accurately portray the overall situation for the entire nation. Additionally, it was challenging to 
locate research on the motivation behind remittances during the investigation. Therefore, the 
motivation behind remittances may be a subject for further study and research.

 This investigation holds various implications for practitioners, academics, and policymak-
ers. It can be discussed as a basis for recommendations and areas of future research. As a develop-
ing country, Nepal heavily relies on remittances and subsistence farming. Due to the persistent 
underdevelopment of the industrial and production sectors, there has been an increase in imports 
and a decrease in exports. Despite the study asserting that remittances serve as a significant source 
of foreign exchange and are expanding in the national context, their primary use is to stabilize the 
balance of payments deficit rather than support capital development. Consequently, policymakers 
should formulate measures that can encourage remittance investments in the development of the 
domestic economy and national output, ultimately reducing import trends and balancing payment 
deficits shortly. Similar to how remittance income benefits society by elevating individual income 
and social status, it has had a profound impact on agricultural output. To utilize remittance funds 
to increase agricultural productivity and expand the industrial sector, the government should 
implement initiatives that support agricultural production, small domestic industries, and the 
creation of a robust market.

sector, it is crucial for risk assessment to detect and manage social and environmental risks. 
Regulation, voluntary actions, and sustainable finance all support responsible banking practices. 
To include sustainability considerations in the basic activities of the financial sectors, cooperation 
between banks, regulators, and stakeholders is required. The importance of good risk assessment, 
sustainable finance, and regulatory framework in accomplishing sustainable aims is enhanced by 
sustainable and responsible banking (Oyegunle & Weber, 2015). The application of green banking 
practices has been considerably aided by the adoption of international standards and the imple-
mentation of regulatory rules and guidelines. Transparent and motivating regulations and 
standards are necessary for the financial sector to act consistently. The use of technology has made 
it feasible to offer eco-friendly products and services. Therefore, encouraging green banking 
practices and achieving environmental goals may need the use of technology (Asim et al., 2020). 
The Equator Principles (Eps) is one of the self-regulatory mechanisms in promoting sustainable 
finance (Contreras et al., 2019).  The banks and financial institutions have international business 
with higher profitability and stronger corporate governance are highly motivated to adopt Eps. It 
can promote sustainable finance and responsible banking practice (Herbert Smith Freehills, 2013). 
Banks and Financial Institutions (BFIs) can help the private sector adapt to environmental and 
social sustainability by increasing green financing and inclusive lending. BFIs are also addressing 
environmental and social risks in their own operations and reducing their carbon footprint. They  
are concerned about being at a competitive disadvantage if they implement E&S risk management 
procedures  (NRB, 2019). The main aim of the ESRM guideline is for BFIs to incorporate envi-
ronmental & social risk management into the credit risk management process to fully inform the 
credit authority of E&S risks before making financing decisions (Nepal Rastra Bank, 2018). 
ESRM guideline focuses on environmental, social, and climatic risks related to the BFI's client's 
business activities, which are increasingly important for Nepal. It intended to develop and imple-
ment an environmental and social management system (ESMS) in accordance with local and 
international standards. Additionally, it provides E & S risk management tools and templates, and 
explain various applicability in various types of financing. 

 Global scenario of green banking guidelines  

 Nepal is becoming increasingly susceptible to the effects of climate change; it is crucial to 
acknowledge the rising costs associated with such changes and the necessity of implementing 
measures aimed at minimizing carbon emissions. In light of this, Nepal is faced with the urgent 
task of establishing a green financial system that can effectively internalize externalities related to 
the environment, while simultaneously working towards reducing risk perceptions. (UNDP, 2021). 
According to the IFC country progress report (2022), it is essential to develop and implement a 
sustainable finance roadmap to highlight the need and opportunities of green finance in Nepal. 
Some of the green baking policy and initiative in the global scenario are as follows:

the world. Some of the countries like Colombia, Magnolia, Pakistan, Belgium, Sweden, the 
UK, Norway, and the Netherlands follow the voluntary compliance of green banking guidelines. 
But many other countries like Nepal, India, China, Japan, France, Vietnam, Magnolia, Nigeria, 
Lebanon, Indonesia, and Bangladesh implemented mandatorily green baking initiatives(Park & 
Kim, 2020).

Green Investment Opportunities in Nepal

 As the nation with the least advanced development, Nepal  faces the challenge of effec-
tively managing the necessary funds to undertake intricate development interventions aimed at 
mitigating risks and fostering a resilient society (Lohani, 2023). In its pursuit of this objective, 
Nepal is endeavoring to incorporate catastrophic risk reduction and management into the entirety 
of its development process.   In this particular, there is an urgent need to address trade-offs 
between the growth of transportation and energy infrastructure and conservation goals through 
multi-sectoral collaboration and agreements (Adhikari et al., 2023). In Nepal, various financing 
practices have been introduced. However, these practices are currently in a state of evolution. In 
order to establish sustainable financing mechanisms, it is imperative to establish clear operational 
guidelines that align with the existing legislations. (Basnyat et al., 2014). Sustainable banking and 
finance techniques are used to achieve the Sustainable Development Goals (SDGs). Banks and 
financing institutions can support to achieve SDGs by financing for projects that promote sustain-
ability in the nation, such as infrastructure, renewable energy and sustainable agriculture (Feridun 
& Talay, 2023). However, the sustainability performance of those financing institutions can 
measure with the consideration of environmental, social and governance (ESG) issues of project 
financing (Rosalina et al., 2023). 

 Green finance stands out as a crucial element among the many sub-platforms supporting 
the five theme sustainable development goals that the UNDP has adopted. Moreover, banks and 
financial institutions (BFIs) are enhancing their ambition by collaborating with international 
organizations and creating green finance mechanisms. The National Determined Contribution 
(NDC) to the Paris Agreement, the "Guidelines on Environmental and Social Risk Management 
for Banks and Financial Institutions (ESRM)" circulated by Nepal Rastra Bank (NRB) in 2018, 
and subsequent directives for implementation serve as the major guiding frameworks for assessing 
green finance. These frameworks form the basis of Nepal's regulatory-driven approach towards 
the subject matter (Banks et al., 2018). In Nepal green finance opportunity  has the potential to 
unlock a $46.1 billion climate-smart investment opportunity by 2030 (Mahat et al., 2019). Nation-
al Determined Contribution (NDC) has also encouraged green energy, sustainable transport, 
climate-friendly agriculture products, and a low-carbon economic development strategy, this may 
stand as the landmark for shifting traditional finance to green and sustainable finance in banking 
sector.  As of mid-July 2022, the allocation of credit by commercial banks to the sectors of 
agriculture, energy, and small/cottage industry accounted for 12.28%, 5.51%, and 9.85% respec-
tively, in relation to their overall investment. By mid-July 2025, the corresponding percentages of 
total credit extended by commercial banks to these sectors are required  to rise to 15%, 10%, and 
15% (NRB, 2022).  In an effort to promote and stimulate the adoption of Green Financing, a 
preliminary version of the Green Taxonomy is set to be compiled, encompassing a broad range of 
pertinent subjects, including but not limited to the issuance of green bonds, the disclosure and 

assessment of climate-related risks, as well as the identification of capital requirements. The 
submission of the preliminary report, which represents a significant milestone in the ongoing 
process of formulating the aforementioned draft, has been met with approval (NRB, 2023). 

 Green banking and financing are the recently growing practices in Nepal to promote 
eco-friendly projects and initiatives, contributing to sustainable development. Policies and provi-
sions are intended to promote fundings in renewable energy, agriculture, transportation waste 
management, and more aiming to reduces carbon footprint, mitigates climate change, and protects 
natural resources. Additionally, to enhances the reputation of financial institutions by attracting 
socially conscious customers, investors and other stakeholder moving towards the sustainable 
development, environmental protection, and a resilient economy for the future green financing is 
utmost necessary in Nepal. Considering the significance, this study aims to identify the current 
policy provisions and practices of green and sustainable banking guidelines in adherence to 
environmental and social risk management of the commercial banks in Nepal. 

Methodology

 The research is descriptive in nature and based on the secondary source of data.  The 
implementation status of Environmental and Social Risk Management (ESRM) guidelines in 
commercial banks, as well as other policies, provisions, and priorities for the growth of green 
finance, were evaluated. The study's purview is restricted to the financial industry, and data 
analysis from financial institutions other than commercial banks was also disregarded. Data and 
statistics for the analysis are taken from the Nepal Rastra Bank's ESRM report for the fiscal years 
2078/79 and 2079/80 and policy provisions regarding the same.  The reports include the data from 
the BFI reporting templates found in ESRM guidelines Annex 11 of the NRB. The study examines 
the current status of policy formation and governance, employee training and capacity building for 
ESRM, and the integration of environmental and social risk into core risk management of the 
commercial banks. The study also revies the policy, provisions and opportunities to develop 
sustainable and green banking practices in Nepal. 

Results and Discussion

Policy provisions to support sustainable and green banking in Nepal
 The major policy and guideline about green banking and sustainable banking practices in 
Nepal is ESRM for banks and financial institutions in Nepal. Climate Change Financing Frame-
work (2017), Climate Change Policy (2011), Forest Investment Program: Investment Plan for 
Nepal (2017). Industrial Enterprises Act (2020) and Agriculture Development Strategy 
(2015-2035) were also supported for sustainable banking, sustainable finance and green banking 
practices in Nepal.  The ESRM guidelines have been formulated with the intention of assisting 
banks and other financial institutions (BFIs) in the management of environmental and social risks 
that are associated with their operation (Nepal Rastra Bank, 2018). This is achieved through the 
provision of exemplary practices and tools for risk management, while also promoting the adop-
tion of low-tech and environmentally conscious while financing decision. Climate change financ-
ing framework (2017), content pertain to various aspects of Nepal's sustainable development and 

the mitigation of climate change through banking activities and services.  The Industrial Policy 
enacted in 2011 has been designed with the intention of fostering the growth of reliable and 
long-lasting industrial entrepreneurship. This policy actively advocates for the adoption of envi-
ronmentally conscious technologies by companies, thereby encouraging sustainable practices and 
minimizing the negative impact on the environment. Moreover, one of the core objectives of this 
policy is to facilitate the transformation of existing sectors into models that are not only devoid of 
pollution but also free from carbon emissions. By emphasizing the importance of these transfor-
mative measures, the Industrial Policy of 2011 aims to pave the way for a greener and more 
sustainable industrial landscape. The acknowledgment of the importance of sustainable agricul-
ture, encompassing organic farming, clean technology, animal welfare, and the preservation of 
biodiversity, is a fundamental aspect of the Agriculture Development Strategy 2015-2035. The 
Climate Change Policy (2019) places great importance on the establishment of climate-resilient 
infrastructure, the promotion of climate-resilient socioeconomic development, and the adaptation 
of natural resource management strategies to accommodate the impacts of climate change. In 
order to effectively tackle the challenges posed by climate change, this policy also establishes a 
dedicated fund to address climate change-related concerns. Nepal’s Second Nationally Determined 
Contribution (NDC) under the Paris Agreement delineates its dedication to the advancement of 
low-GHG emission development, sustainable energy production, the implementation of e-vehi-
cles, biogas infrastructure, and the attainment of carbon neutrality in renowned tourist areas. The 
National Adaptation Plan endeavors to mitigate the adverse effects of climate change and enhance 
Nepal’s departure from the classification of least developed countries by means of enhanced 
strategic planning and synchronization with sustainable development goals, with the ultimate aim 
of reducing damage and losses inflicted by climate change impacts (NPC, 2017). 

Following are the sustainable and green banking initiative and guidelines in Nepal: 

Source: IFC Country Progress Report (2022)
 The Environmental and Social Risk Management (ESRM) guidelines of the Nepal Rastra 
Bank establish a requirement for banks to evaluate and mitigate the environmental and social 
impacts of their operations. Furthermore, the baseline report on Sustainable Development Goals 
by the National Planning Commission provides a strategic direction for aligning financial products 
and services with the nation's sustainability objectives. Moreover, the 2019 Environmental Protec-
tion Rules offer additional guidance by setting forth environmental safeguards for various sectors. 
Financial professionals equipped with the requisite knowledge and skills engage in Environmental 
and Social Due Diligence (ESDD) measures to effectively assess and manage environmental and 
social risks. This comprehensive approach, incorporating regulatory frameworks, national objec-
tives, and environmental safeguards, paves the way for a more sustainable and responsible bank-
ing landscape in Nepal (Report, 2022).

 Green banking practices by Implementation of ESRM Guidelines 

 After the introduction of mandatory guidelines on Environment Social Risk Management 
(ESRM) by Nepal Rastra Bank, there has been significant progress observed in the implementa-
tion of ESRM guidelines by the commercial in Nepal. The majority of commercial banks have 
formulated policies and procedures pertaining to ESRM and have demonstrated their commitment 
to human resource development through training and participation in relevant programs. However, 
it is of utmost importance for these banks to integrate environmental and risk management consid-
erations into their core strategies, as this serves as a crucial indicator of policy implementation. 
The results show that banks are not adhering to the rules when it comes to rejecting loans from the 
exclusion list, and none of them have rejected any transactions related to E&S risk management. It 
suggests that instead of actively participating in risk analysis and rating in their business opera-
tions, regulators should exercise caution regarding the potential danger posed by banks and 
concentrate instead on completing compliance obligations. Provided below is an overview of the 
compliance status of commercial banks in Nepal in relation to the ESRM guidelines.
Table 1 
Policy formulation and governance

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79; 2079/80)

Table, 1 depicts the result of policy formulation and governance of ESRM guidelines. Result 
shows that the ESRM policy and procedure formulation and board approval in year I and II have 
88 percent and 100 percent commercial banks respectively. Only 69 percent commercial banks 
were nominated environmental and social (E &S) risk officer in 2078/79 but this result increased 
in 2079/80 by 90 percent commercial banks. All of the commercial banks formulated environmen-
tal and social risk management policy and procedure then approved from their board. However, 
Himalayan Bank Limited and Nabil bank limited did not appointed E & S officer under even 
though mandatory circular made by Nepal Rastra Bank till the study period.  
Table 2 
Employees training and capacity building 

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79; 2079/80.)
 Tables 2 show the data and statistics, providing a quantitative overview of the ESRM 
trainings budget allocation, programs conducted and participated in training workshop and semi-
nars of commercial banks.  In this specific case, 14 commercial banks were allocated budget to 
ESRM training programs in 2078/79 which is 54% of the total banks, whereas only 13 commercial 
banks were allocated in 2079/80. Similarly, 22 banks were planned ESRM training programs and 
participated in the same in 2078/79.  There is no more progress in 2079/80 for the training and 
capacity building for ESRM, Agriculture Development Bank, Laxmi Sunrise Bank, Rastriya 
Banijya Bank, and Standard Chartered Bank were not conducted such programs during the period. 
Table:3
 Incorporation of environmental and social risk in core risk management

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79, n.d.)

 Table 3 presents the particulars concerning the incorporation of environmental and social 

risk into the fundamental risk management practices of banks in accordance with the implementa-
tion of ESRM guidelines. In 2078/79, there were none of banks were rejected loan on the basis of 
the exclusion list criteria, in 2079/80, only one bank (Nepal Bank Limited) follows this indicator 
of the guideline. The Environmental and Social (E&S) Due Diligence (ESDD) was conducted by 
18 banks in 2078/79, and this figure increased to 80% or 16 banks out of 20 commercial banks in 
2079/80. The proportion of the total disbursed loan portfolio subjected to ESDD in first year was 
only 11 banks, which experienced a significant rise to 75% or 15 out of total in next year. The 
E&S Risk Rating indicator, the percentage of transactions that were disbursed based on the 
Environmental and Social (E&S) Risk Rating in 2022, 81% of banks practiced disbursing loans 
based on this rating, a figure that further increased to 90% in 2023. The specific Environmental 
and Social (E&S) Action Plan was employed for 38% of transactions in 2022, and this percentage 
increased to 50% in 2023. Notably, no transactions were rejected for E&S risk management in 
both years. The indicator measuring the proportion to which E&S Risk is integrated into the core 
risk management practices of commercial banks remained constant in both years. Overall result of 
the implementation of guidelines reflects there is significant progress made for incorporation of 
environmental and social risk management into their core business strategies and beneficial to the 
E &S improvement for the commercial banks in Nepal.  Some of the commercial banks such as 
Agriculture Development Bank, Himalayan Bank, NICAsia Bank, and Rastriya Banijya Bank 
need to improve their implementation status of given indicators. 

 Discussion

 The green banking guidelines and Environmental and Social Risk Management (ESRM) 
policies, has been observed in several South Asian nations including Bangladesh, China, India, 
and Pakistan (Y. Q. Zhang, 2023), (Li, 2023). These nations have established comprehensive 
frameworks to encourage banks to adopt environmentally sustainable practices in their operations 
and investments. The application of such green banking practices has resulted in a reduction in 
commercial CO2 emissions while contributing to the attainment of green economic recovery and 
sustainable development. Green Finance is an investment or lending program that incorporates 
environmental impact into risk evaluation and uses environmental incentives to influence business 
decisions, to enhance human well-being, social equity, and ecological integrity while decreasing 
environmental risks (Soundarrajan & Vivek, 2016). The prior research found that the implementa-
tion of environmentally friendly banking practices is significantly impacted by policy, day-to-day 
operations, and investments (Rehman et al., 2021). Empirical result of green banking activities and 
effective implementation of such guidelines found to reduce long-term cost, boost the banking 
industries effectiveness and promote sustainable economic development of the nation in Bangla-
desh (X. Zhang et al., 2022).  Green  financing and implementation of policies related to green 
banking  have positive impact of environmental performance, daily operation and customers 
related performance of the banks and financial institutions (Chen et al., 2022).  The interconnec-
tion between sustainable development and financial sector stability is evident as various factors 
such as climate change, wealth distribution, energy use, competition for water resources, and 
emerging countries' roles will significantly influence the financial sector, necessitating a strategy 
shift to ensure investments in sustainable development and the ability of the financial sector to 
handle sustainability risks (Weber, 2015). The collaborative efforts of banking institutions in 
promoting green recovery have been acknowledged as essential, particularly in emerging econo-

mies. In addition to this, central banks and financial authorities have actively participated in the 
formulation of sustainable banking frameworks and regulations to bolster green finance initiatives. 
The implementation of the green banking concept in emerging economies will enable banks and 
firms to efficiently utilize their limited resources, address the global challenge of sustainability, 
and protect the natural environment, through financing green technology and pollution-reducing 
projects, as part of a broader green initiative (Jaydatta & Nitin, 2017). 

 South Asian countries have made notable advancements in the implementation of green 
banking guidelines and policies to tackle environmental challenges and foster sustainable growth 
(Y. Q. Zhang, 2023). The significance of environmental and social risk management guidelines for  
the banking sector is steadily increasing. Banks must integrate environmental, social, and gover-
nance (ESG) risk into their risk management systems, adapt their business and risk strategies, and 
ensure transparency. Efforts are being made to establish environmental regulations and voluntary 
initiatives that establish benchmarks for the measurement and management of environmental risk 
in banks (Bruno & Lagasio, 2021). The importance of climate risks and the necessity for banks to 
allocate credit and investment to more sustainable sectors have been emphasized by climate 
change and the 2030 Agenda for Sustainable Development. Driven by political pressure and 
concerns about reputation, banks and project companies employ E&S standards for sustainability 
and risk management purposes (Mertens et al., 2023). Environmental risk has an impact on the 
operational and strategic activities of banks, and central banks face distinct challenges in address-
ing this risk. In general, there is a growing recognition of the requirement for guidelines and 
regulations to manage environmental and social risks within the banking sector. The exploration 
of sustainable finance implementation within the financial services industry, particularly in the 
banking sector, has been undertaken, revealing the necessity for improved execution and emphasis 
on environmental sustainability (Mozib Lalon, 2015). The regulatory authorities or central bank 
have important role for greening the financial system and implementation of different policies and 
guidelines in the country (Khairunnessa et al., 2021). Prior research of green banking performance 
in Nepal  found that the environmental training of the employees will positively contributed for 
environmental performance of the banks  (Risal et al., 2018). The efficient application of the 
regulations, guidelines, and circulars of the regulatory authorities in the banks and financial 
institutions has favorably influenced the development of a sustainable path, as indicated by the 
varied findings of the empirical studies.

Conclusion, Implications, and Future Research Directions

 Financial entities in Nepal have been encouraged to incorporate social, environmental, and 
governance considerations into their strategies and choices as per NRB guidelines. The guidelines 
and various circular issued by the NRB are intended to encourage responsible lending, minimize 
risks and promote investment. Nepal Rastra Bank has encouraged BFIs to increase their credit in 
green investment. To promote green financing preliminary draft of the Green Taxonomy has been 
drafted and approved by Nepal Rastra Bank. This study analyzes the implementation status of 
ESRM guideline circulated by Nepal Rastra bank to promote sustainable banking through environ-
mental and social risk management in bank transactions.  Commercial banks are mostly imple-
mented the policy formulation and governance indicators of the guidelines.  The significant 
progression is not found in training and capacity building of their human resource in the banks 

Source: (Park & Kim, 2020), (Asim et al., 2020), (SBN Country Report 2022)

 Environmental and social risk management guidelines is mandatory policy and 
procedure circulated by Nepal Rastra Bank as a green and sustainable banking guide-
line.  There is a different code of conduct for the implementation of such initiatives in 

regarding environmental and social risk management. Regarding the incorporating environmental 
and social risk in core risk management found a significant progression of the commercial banks 
in different indicators issued by the Nepal Rastra Bank. However, the banks are not adhering to 
the rules when it comes to rejecting loans from the exclusion list, and none of them have rejected 
any transactions related to E&S risk management. It suggests that instead of actively participating 
in risk analysis and rating in their business operations, regulators should exercise caution regarding 
the potential danger posed by banks and concentrate instead on completing compliance obligations.
 
 Nepalese banking sectors are beginning to adopt the sustainability practices and they are 
effectively implementing the guidelines and various circular issued by the Nepal Rastra Bank. The 
implication of the sustainable banking practices and green banking guidelines have potential to 
drive positive changes in financial industry. It promotes reputation and brand values, environmen-
tal sustainability, social responsibility, investment opportunity and long-term economic growth in 
the country. The integration of ESG consideration into core business strategies and decision-mak-
ing process will helps to minimize overall risk of the banking industry. 

 The study usages only the secondary data of ESRM report published by NRB. Further 
research should examine the overall green banking and environmental performance of the com-
mercial banks by collecting and analyzing qualitative and quantitative data compromising individ-
ual performance of the banks. Further study can evaluate the financial performance and overall 
sustainability status of commercial banks with align from the compliance of ESRM guidelines in 
Nepal.  Additionally, the research may be conducted the investment of banks in accordance to the 
guidelines of green finance projects and overall mitigated environmental harmful activities and 
such environmental risk of financing projects.
 

References

 THE CONTEMPORARY ERA of globalization witness-
es a significant expansion in migration, facilitating the flow of 
human capital among nations (Czaika & De Haas, 2014). This 
phenomenon, driven by remittances from migrant labour, trans-

 BANKS AND FINANCIAL  institutions (BFI) are the 
key mediators that can play a significant role in the achievement 
of sustainable development goals (SDGs) (Zimmermann, 2019). 

       Remittance Dynamics: Unraveling Socio-Economic   ...



INTELLIGENCE Volume 3     Issue 1    March 2024     101

forms the global economy and socio-cultural interdependence. Notably, migration from South 
Asia to developed countries has surged, a trend projected to endure. In Nepal, where the labour 
force comprises, 79.60 percent aged 15 to 64 (CEIC, 2021), 56 percent of households have the 
opportunity to receive remittances (NLSS-III, 2011), contributing almost 30 percent to the coun-
try's GDP (WBG, 2021). Remittance revenue is vital for Nepal's economic health, with receipts 
growing from 44.16 million US dollars in 1996 to 7795.56 million US dollars in 2020 (WBG, 
2021). Remittances, essential for developing nations, influence GDP expansion, impacting 
individual income, healthcare, and education (Alishani & Nushi, 2012). Migration-driven remit-
tances fueling economic growth, shaping socio-cultural ties, and enhancing individual welfare 
underscore the indispensable role of global migration in contemporary economies.

 Remittances, typically defined as a portion of a migrant's earnings sent to their country of 
origin, predominantly encompass financial transactions, although non-cash products are also 
considered (Pant, 2004). This term commonly denotes transfers made by migrant workers, yet it's 
crucial to recognize that refugees and migrants without the same legal status also contribute to 
remittances. The increasing flow of remittances from migrants addresses challenges in developing 
nations such as low employment, income rates, rising poverty, and unequal income distribution 
(Dhungana & Pandit, 2016). These financial inflows serve as a vital source of household income, 
alleviating poverty, elevating social standing, and facilitating economic stability. Remittances 
have evolved into a significant government funding source and a poverty eradication strategy, 
with substantial investments in trade and business, alongside conspicuous spending and durable 
goods (Edwards & Ureta; Acosta, 2011). Remittances, encompassing financial transactions from 
migrants, refugees, and those without legal status, play a pivotal role in alleviating poverty and 
fostering economic stability in developing nations.

 Globally, remittances totaled $605 billion, projected to rise by 4.2 percent to $630 billion 
by 2022 (WBG, 2021). Nepal, ranking top in South Asia and sixth globally, heavily relies on 
remittances, constituting 25 percent of its GDP (WBG, 2021). In the latest fiscal year, Nepal 
received NPR 699 billion (USD 6.56 billion) in remittances, representing over 25 percent of the 
country's GDP, marking the fourth-highest share worldwide (ADB, 2021). While remittances buoy 
the economy and elevate purchasing power, they also pose risks, such as the exodus of educated 
professionals seeking employment abroad, potentially resulting in a loss of valuable human 
resources developed with public investment.

 A growing number of Nepalese workers are departing the country in pursuit of employ-
ment abroad, driven by diminished job opportunities at home (Government of Nepal, 2022). The 
quantum of remittances is contingent on the country's conditions and the migrant count within a 
household, creating a reciprocal relationship between overseas job seekers and remittance inflow 
(Byanjanakar & Shakha, 2021). Economic stability prompts Nepalese labourers to seek opportuni-
ties abroad, prompted by recent violent conflicts and limited prospects domestically (Dahal, 2004). 
Migration and remittance patterns are prevalent in regions marked by political unrest, civil wars, 
economic downturns, low entrepreneurial investment, and economic slumps worldwide (Sirkeci et 
al., 2012). Remittance transfers to Nepal employ specific channels like SWIFT or demand drafts, 
with various established remittance providers such as International Money Express (IME), West-
ern Union, City Express, Himal Remit, Prabhu Remit, and Samsara Remit (WBG, 2021). The 

Financial services, because of their intermediary role, have the power to encourage businesses, 
and individuals from engaging in unsustainable behaviors (Louche et al., 2019). Due to their 
substantial influence, impact, and effects on both the social and environmental aspects, these 
financial institutions are required to address various social and environmental challenges, while 
actively and extensively participating in a multitude of sustainable practices (Zimmermann, 2019). 
Sustainable banks are those financial institutions that give high priorities to social development, 
environmental management, financial inclusion, financial literacy, and energy efficiency in their 
core business operations (Kumar & Prakash, 2019). Sustainable organizations also promote and 
encourage their employees to utilize public transportation means, facilitating and ensuring access 
to individuals with disabilities, and deliberately selecting and opting for suppliers and partners 
who adhere to and comply with stringent environmental and social principles and standards 
(Weber, 2005). Thus, sustainable banking is an emerging banking approach stands as value 
generator for their stakeholders with full consideration of environmental and social issues into 
their activities and operations. 

 The main objectives of green banking are to safeguard the environment and natural 
resources, as well as to provide financial services and address social concerns in the nation which  
can reduce environmental pollution and support to achieve  sustainable development goals in the 
country (X. Zhang et al., 2022).  Such practices should  have goal to minimize credit risk, legal 
risk and reputational risk by excluding investments in  environmentally threat project (Hoque et 
al., 2019). The term “green banking” refers to a variety of financial products, such as green bonds, 
green financing, and other financial instruments, that encourage investments in sustainable 
agricultural growth, renewable energy and climate friendly infrastructure. To create sustainable 
green finance, legal and policy frameworks must be in place. By encouraging investments in green 
technologies, renewable energy, and environmentally friendly farming practices, green finance 
may play a significant role in supporting sustainable development and environmental conservation 
in the nation (Soundarrajan & Vivek, 2016). Incorporating green banking practices positively 
affects environmental performance with creating a link between sustainable banking and environ-
mental outcomes. Environmental-friendly products and services significantly contribute to sustain-
able development  (Rehman et al., 2021). Therefore, social well-being, environmental preserva-
tion, and the nation's overall sustainable development are all impacted by the sustainability prac-
tices of banks and other financial organizations. Do not end your paragraph in citation. It is not the 
part of academic writing.

 Low-income countries have significant gap in their comprehension of basic financial 
concepts, as well as the advantages and hazards connected with specific financial decisions (Leora 
et al., 2020). People have difficulty learning about new innovative financial products and services, 
as well as the consequences of violating the rules and regulations related to financing, social and 
environmental aspects, due to a lack of fundamental knowledge,  regulation of government and 
law enforcement agencies (Roy et al., 2015). As a result, sustainable and ethical banking implies a 
compelling alternative to traditional banks and establishes a valuable precedent for achieving a 
new approach to sustainable finance. Moreover, this type of banking provides not only economic 
benefits to stakeholders, but also social and environmental value to shareholders, clients, employ-
ees, investors, and society as a whole (del Carmen Valls Martínez et al., 2020). In the banking 

traditional "Hundi" practice of informal money transfers persists in Nepalese society. The global 
economic impact of the Covid-19 outbreak has disproportionately affected Nepalese migrant 
workers, especially those in tourism, hospitality, and construction, leading to financial crises for 
many (Study et al., n.d.). The post-pandemic repercussions continue to impact Nepal's economy.

 Pokhara, the second-largest valley in Nepal's hilly region, situated in the Western part and 
part of the Gandaki Province, boasts cultural diversity with Gurungs, Brahmins & Kshetris, 
Newars, Thakalis, Magar, and other occupational castes. Gurungs dominate the city, particularly 
in-migrant communities, making Pokhara the leading remittance recipient (WBG, 2021). Many 
Pokhara residents migrate globally for employment, notably to Hong Kong, Malaysia, Australia, 
America, Japan, Korea, Canada, Saudi, Dubai, Qatar, and India. The impact of remittance flows in 
Pokhara sparks a longstanding debate, with studies suggesting both positive effects on livelihoods 
and negative consequences on agriculture. Given Nepal's significant remittance reception, studies 
on its social and economic implications, especially on migrant households, are imperative. This 
study proposes to scrutinize remittance-receiving and non-receiving families in Pokhara, compar-
ing their consumption patterns, human capital investments, and agricultural involvement. The 
research objectives of this study are to analyze the social and economic consequences of remit-
tance on households in Pokhara Valley by accessing and comparing the level of investment for 
human capital improvement between remittance-receiving and remittance-non-receiving house-
holds and to identify if Labour migration in remittance recipient households has led to a lack of 
Labour, which has led to a decline in family’s involvement in farming and agriculture?

Hypotheses
The following hypotheses have been used to validate the test.

H1 :  There is a significant difference in investment level for human capital improvement   
 between remittance recipients and non-recipient households.

H2:  Labour migration in remittance recipient households has led to a lack of Labour, which  
 has led to a decline in family’s involvement in farming and agriculture.

Literature Review

 As per the sixth edition of the Balance of Payments and International Investment Position 
Manual (BPM6), remittances establish an economic link between migrants and their families in 
their country of origin (Study et al., n.d.). The movement of individuals to other countries, whether 
temporary or permanent, facilitates the generation of income that is wholly or partially transferred 
back to the home economies through formal channels like recordable electronic systems or infor-
mal means, such as trusted friends carrying cash (Mashayekhi et al., 2013). Remittance categories 
include compensations of employees, workers' remittances, and migrants' transfers as defined by 
the balance of payment manual.

 Regarding the impact of remittances on the economic development of recipient countries, 
three influential theories need consideration. The Developmental Optimistic School, predominant 
in the 1950s and 1960s, posits that migration leads to North-South transfers of investment capital 

and exposure to liberal, rational, and democratic ideas, fostering development in recipient nations 
(Adenutsi, 2010). In contrast, the Developmental Pessimistic School emerged in the late 1960s, 
suggesting that migration and remittances may not lead to sustainable development. This perspec-
tive argues that the brain drain from developing countries results in a loss of human capital not 
compensated by remittance benefits (Beine et al., 2001; Acosta, 2011). Additionally, it contends 
that remittances may not be invested productively, potentially causing inflation, loss of competi-
tiveness, and increased imports, challenging the recipient's decisions and creating the possibility of 
the Dutch disease (Taylor, 1999; Chami et al., 2008; Imai et al., 2014).

 Furthermore, heightened openness is likely to foster greater integration between the 
remittance-receiving country and the global community, thereby amplifying imports (De Haas, 
2007). This integration may contribute to a cycle of growing dependency, as argued by De Haas 
(2007). The pessimistic school contends that remittances may lead to a decline in labour supply, 
with individuals substituting work-associated earnings for remittance income, potentially reducing 
the labour force (Chami et al., 2008). This substitution effect could result in individuals choosing 
leisure and alternative non-work-related activities over employment (Barajas et al., 2011; Imai et 
al., 2014). Another concern is the potential increase in corruption associated with remittances, as 
the influx of remittance income may make corrupt practices less costly for the government, 
leading to a rise in corruption levels (Abdih et al., 2008). In this perspective, remittances act as a 
buffer between the populace and the government, exacerbating issues related to moral hazards 
(Anaynwu & Erhijakpor, 2010). A third viewpoint, inspired by the Remittances Development 
Pluralists, offers a stance by acknowledging the limitations of both optimistic and pessimistic 
views. Developed in the 1980s and 1990s, the Developmental Pluralistic View rejects the idea that 
remittances strictly yield positive or negative outcomes in receiving countries, recognizing the 
complexity of the relationship between migration and development (De Haas, 2007; Adenutsi, 
2010). This pluralistic perspective highlights the need for new theories that consider various ways 
in which remittances may affect recipient economies, emphasizing the intricate nature of the 
migration-development nexus (Taylor, 1999). Unlike overarching theories, the pluralistic view 
asserts that the impact of remittances is context-dependent, and no single theory can universally 
explain all outcomes.

 Stark's (1985) delineated four distinct motivations for the transfer of remittances: pure 
altruism, pure self-interest, investment, and tempered altruism. The concept of pure altruism 
encapsulates the migrants' selfless concern for the well-being of their families, particularly in 
times of financial decline (Acharya, 2021). The researcher postulated that remittances under the 
auspices of pure altruism escalate during periods of familial destitution. Conversely, self-interest 
as a motivation entails migrants perceiving remittances as investments, thereby envisaging future 
returns upon their repatriation. The insurance motivation posits remittances as financial safety nets 
for both migrants and their families, effectively mitigating risks in both host and home countries 
(Lubambu, 2014). Investment theory posits that families dispatch migrants as a means to augment 
their overall income, thus considering remittances as dividends on their investment in the migrant, 
leading to an upsurge in remittances during periods of economic upturn. Brown (1997) highlights 
the propensity of migrants to amalgamate self-interest and altruism, primarily propelled by invest-
ment and asset accumulation motives, thereby illustrating a convoluted interplay of motivations in 
the realm of remittance behavior.

 Smith (1776) defined human capital as skills gained through experience, education, and 
training, which contribute to societal value. Valdero Gil (1970) found that remittances have a 
significant positive effect on health outcomes in Mexico, particularly for households without 
health insurance. Anten (2010) discovered that remittances have a substantial beneficial effect on 
the nutritional status of Ecuadorian children. Edwards and Ureta (2003) observed that remittances 
improve school retention in El Salvador more than other sources of income. Mansuri (2006) 
concluded that remittances positively affect human capital development and reduce gender-based 
education disparities in rural Pakistan. Acosta (2011) found that remittances decrease child labour 
and increase girls' school attendance in El Salvador. Hanushek (2013) argued that human capital is 
crucial for economic growth in developing nations. Koska et al. (2013) and Acharya and Gonzalez 
(2014) established significant correlations between remittances and human capital development in 
Egyptian and Nepalese children. Headey and Hoddinott (2015) attributed reduced childhood 
malnutrition in Nepal to migrant remittances. Bouoiyour et al. (2016) found that Moroccan house-
holds receiving remittances have increased school attendance. Binci and Giannelli (2018) conclud-
ed that remittances improve children's access to education and reduce child labour in Vietnam. 
These studies collectively highlight the important role of remittances in enhancing human capital 
and contributing to societal development.

 Agriculture is the main source of income in many developing countries, and low labour 
productivity is a major factor in the pervasive rural poverty (Geffersa, 2023). Lucas (1987) identi-
fied both the short- and long-term socioeconomic effects of migration and remittances, pointing 
out that remittance spending and investment eventually had beneficial results despite early nega-
tive effects on labour availability. Studies on migration to South Africa's mines found that 
although migration short-term decreased grain yields, remittance-driven investments eventually 
increased productivity and cattle accumulation, leading to greater salaries at home. Maharjan et al. 
(2013) discovered that migration reduced family labour at farms in Nepal's Western hills, but 
remittances alleviated capital constraints without affecting necessary farming inputs. On the other 
hand, Huy and Nonneman (2015) investigated how migration affected Vietnam's agricultural 
output and came to the conclusion that remittances made up for the loss of workers, encouraging 
greater investment and output in the sector. This demonstrates the complex ways that migration 
and remittances affect the dynamics of agriculture in developing nations. Limited research exists 
on the impact of remittances on household spending patterns in Nepal, particularly in Pokhara 
Metropolitan. Despite numerous studies on remittance effects globally, little attention has been 
given to Nepalese spending habits. Addressing gaps in the literature, it seeks to shed light on the 
consequences of remittances on spending patterns, providing insights into micro and macroeco-
nomic impacts not extensively covered in existing research.

Methods and Materials

 This study focuses on examining the social and economic consequences of remittance on 
house holds in Pokhara Metropolitan City. It analyzes the spending patterns of remittance-receiv-
ing and non-receiving families in various household activities. The study uses a descriptive cum 
comparative research design and collects data from respondents through questionnaires. It also 
employs a comparative research methodology to compare the spending pattern of remittance-re-
ceiving and non-receiving families. The core data for the study come from respondents' question-

naire responses. The study population consists of families in ward number 14 of the Pokhara 
Metropolitan city. A pilot survey was conducted to determine the sample size, with 15 percent of 
households receiving remittance and 85 percent not receiving remittance. The sample size for the 
study was determined using the formula for an infinite population sampling technique. A sample 
size of 200 houses was chosen for the multivariate analysis, with 100 samples from each group. 
Convenience and snowball sampling methods were used for sample selection. The study uses 
quantitative nature of data, from primary sources through structured questionnaire. Both descrip-
tive and inferential analysis have been used as analytical techniques. Descriptive analysis helps in 
summarizing data points to identify patterns. It is a crucial step in statistical data analysis. Inferen-
tial analysis generalizes sample results to the population. Descriptive statistical tools used in the 
study include frequency, percentage, mean, median, and standard deviation. Mean difference was 
used to analyze income and consumption data. Inferential statistical tools used are the chi-square 
test and independent samples t-test.

Research Framework and Definition of Variables

 The following framework has been developed for conducting the research's core theme. It 
demonstrates how the various variables are related to one another.

 

1. Remittance Income  The money and other assets sent to the households of migrants are  
    referred to as remittance income.

    The number of family members who work overseas determines  
    how much money a home receives in remittances. The number of  
    family members who work overseas also supports the independent  
    variable remittance.

1.2  Remittance Amount The remittance amount establishes the income of households that  
    consistently receive remittance revenue, which serves as the   
    primary funding source for household expenses.
    Remittance frequency also assesses how much money households  

    regularly get in remittances. Remittance frequency as a percentage  
    of annual household income indicates how much money a house 
    hold has to cover expenses.

2 Non- Remittance income Non-remittance income is the amount of money people earn   
    domestically or through businesses they run within a nation.
    Income of non- remittance receiving families depends on number  
    of domestic employment workers within a country.

    Heirlooms and family business generate income other then   
    employment and remittance for the family.

Dependent Variables

Results
 In particular, analysis of the data has been carried out per specific objectives, where 
patterns have been examined, evaluated, and conclusions are derived from them. Results have 
been chiefly presented as demographic data from study participants, descriptive statistics analysis, 
independent samples t-test results, and chi-square test findings that examined the influence of 
independent variables on dependent variables. 

 Table 2 shows the genders of the heads of the two research categories households that get 
remittances and those that do not. As per the data, more women-headed households with a mean 
age of 48 in families that received remittances, whereas more men-headed households with a mean 
age of 50 in families that did not get remittances. Due to male family members moving overseas 
for employment and other possibilities, there were more female household heads among the 
households who get remittances. 

Table 3
Independent Samples T-Test Between Remittance Receiving and Remittance Non- Receiving 
Households on Human Capital

Source: Field Survey, 2022 & SPSS output.

 The amount of money spent on human capital by families receiving remittances and those 
not receiving remittances were compared using independent samples t-tests. The test on health 
investment revealed variations in the scores that were statistically significant (t(df= 198)=14.01> 
critical value(1.96), p-value(0.000)< level of significance(0.05), with the mean score for remit-
tance-receiving families being higher (M=39,625, SD=20,267.949) than for remittance-non-re-

ceiving households (M=9,125, SD=7,943.42). The magnitude of the difference in the means 
(mean difference= 30,500.00) was significant. Similarly, the test for comparison of investment in 
education amongst the households showed significant differences (t (df= 179) =6.52, p=0.001) in 
the scores with the mean score for remittance-receiving families (M=93,136.36, SD= 42,920.72) 
which was higher than of remittance non receiving households (M= 55,483.87, SD= 34,474.82). 
The mean difference= 37,652.49 was significant as calculated t- value 6.52 > critical value (1.96) 
and p-value is less than level of significance i.e. (0.001<0.05). Hence, H1 is accepted, and the 
conclusion is drawn that the amount that both households invest in human capital through health 
and education differs significantly.

Table 4
 Remittance Receiving and Remittance Non- Receiving Households* Involvement in 
Agriculture Cross Tabulation, Chi-Square Test for Association Between Nature of Households 
and Involvement in Agriculture

Note: a. 0 cells (0.0%) have expected count less than 5. The minimum expected count is 41.50.
b. Computed only for a 2x2 table
c. *If P value (asymptotic significance) < 0.05, Correlation is significant.
Source: Field Survey, 2022 and SPSS output

 Table 4 shows that only 16 percent of the households receiving remittances are engaged in 
agriculture or farming, while 84% is not. Meanwhile, 67% of families that did not receive remit-
tances are engaged in farming and agriculture. A conclusion can be drawn that a higher proportion 
of households not getting remittances are engaged in farming and agriculture.
To test any association between the nature of households and involvement in agriculture and 
farming, a chi-square test was conducted which resulted in a significant association at a 5% 
significance level between the nature of households and involvement in agriculture and farming; 
[χ2(1,200)= 53.568, p-value 0.002<0.05] which supports second alternative hypothesis (H2) i.e. 
Labour migration for remittances has led to a lack of Labour, which has led to a decline in fami-
ly‘s involvement in farming and agriculture.

Discussion

 The primary objective of the study was to examine the socio-economic repercussions of 
remittances on households residing in Pokhara valley. To accomplish the overall purpose of the 
study, this main aim was further divided into two sub-aims. The initial objective of the study 
aimed to evaluate and compare the levels of investment in human capital, specifically in terms of 
health and education, between two categories of households: those receiving remittances and those 
not receiving remittances. To address the second objective and respond to the second research 
question, Hypothesis 2 (H2) was formulated.

 The first hypothesis asserts that there is a significant difference in the investment levels in 
health and education between the two types of households. The independent samples t-test 
indicates that households receiving remittances allocate a considerably higher amount of resources 
towards the healthcare and education of their family members compared to households that do not 
receive remittances. Moreover, a majority of remittance-receiving households opt for private 
hospitals for superior healthcare services and private schools for better education. On the other 
hand, households not receiving remittances rely on government or public hospitals for healthcare 
and send their children to government or public schools. The findings of this study align with 
numerous previous studies conducted on the same subject. Many studies emphasize the substantial 
variation in investment levels in human capital, with remittance-receiving families allocating 
higher expenditures towards the health and education of their family members compared to 
remittance-non-receiving families (Adams, 2006; Castaldo). Similarly, Mansuri (2006) showcased 
a significant positive impact of remittances on the accumulation of human capital in Pakistan. 

 Likewise, the second objective of this study was to investigate whether labour migration 
for remittances has resulted in a shortage of labour, subsequently leading to a decline in family 
engagement in farming and agriculture. The second hypothesis argues that there is indeed an 
association between the nature of households and their involvement in agriculture and farming, 
suggesting that labour migration for remittances has resulted in a decrease in labour availability 
and consequently reduced family participation in farming and agriculture. The chi-square test 
reveals the existence of an association between the nature of households (remittance receiving and 
remittance non-receiving) and their involvement in agriculture and farming. The NLSS-III (2011) 
study yielded similar findings to those of another study, indicating that emigration leading to a 
lack of workforce results in uncultivated land, decreased agricultural output, and the need to 
import food grains. Similarly, Maharjan et al. (2012) argue that the migration of a family member 
has resulted in a reduction in family labour input on farms in the Western hills of Nepal. However, 
Huy and Nonneman (2015) arrived at a contrasting conclusion in their survey, asserting that the 
migration of male family members actually led to a decrease in available male labour on the farm. 
This, in turn, led to an increase in female participation in farming and the potential utilization of 
remittances to address issues of food insecurity.

Conclusion and Implications

 The research's analyses and findings demonstrate that remittances from overseas have 
positive socio-economic ramifications on immigrant households. It can be inferred that remittance 

income has bolstered the purchasing power of recipient households, leading to an increase in their 
expenditure capacity. By this investigation, families receiving remittances allocate a greater 
portion of their resources to health and education services, which are regarded as investments in 
human capital in comparison to families not receiving remittances. The enhancement of the 
socio-economic status of recipient households has a significant positive impact. Nevertheless, the 
migration for the purpose of remittance has resulted in a decreased labour supply and increased 
reliance on remaining family members, negatively affecting involvement in agricultural activities. 
The study's narrow focus suggests that recipient households allocate more resources to household 
consumption and investment in human capital compared to families not receiving remittances. 
Further research is undoubtedly necessary to comprehensively examine and understand the 
socio-economic consequences of remittances on households, as the current analysis does not 
accurately portray the overall situation for the entire nation. Additionally, it was challenging to 
locate research on the motivation behind remittances during the investigation. Therefore, the 
motivation behind remittances may be a subject for further study and research.

 This investigation holds various implications for practitioners, academics, and policymak-
ers. It can be discussed as a basis for recommendations and areas of future research. As a develop-
ing country, Nepal heavily relies on remittances and subsistence farming. Due to the persistent 
underdevelopment of the industrial and production sectors, there has been an increase in imports 
and a decrease in exports. Despite the study asserting that remittances serve as a significant source 
of foreign exchange and are expanding in the national context, their primary use is to stabilize the 
balance of payments deficit rather than support capital development. Consequently, policymakers 
should formulate measures that can encourage remittance investments in the development of the 
domestic economy and national output, ultimately reducing import trends and balancing payment 
deficits shortly. Similar to how remittance income benefits society by elevating individual income 
and social status, it has had a profound impact on agricultural output. To utilize remittance funds 
to increase agricultural productivity and expand the industrial sector, the government should 
implement initiatives that support agricultural production, small domestic industries, and the 
creation of a robust market.
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sector, it is crucial for risk assessment to detect and manage social and environmental risks. 
Regulation, voluntary actions, and sustainable finance all support responsible banking practices. 
To include sustainability considerations in the basic activities of the financial sectors, cooperation 
between banks, regulators, and stakeholders is required. The importance of good risk assessment, 
sustainable finance, and regulatory framework in accomplishing sustainable aims is enhanced by 
sustainable and responsible banking (Oyegunle & Weber, 2015). The application of green banking 
practices has been considerably aided by the adoption of international standards and the imple-
mentation of regulatory rules and guidelines. Transparent and motivating regulations and 
standards are necessary for the financial sector to act consistently. The use of technology has made 
it feasible to offer eco-friendly products and services. Therefore, encouraging green banking 
practices and achieving environmental goals may need the use of technology (Asim et al., 2020). 
The Equator Principles (Eps) is one of the self-regulatory mechanisms in promoting sustainable 
finance (Contreras et al., 2019).  The banks and financial institutions have international business 
with higher profitability and stronger corporate governance are highly motivated to adopt Eps. It 
can promote sustainable finance and responsible banking practice (Herbert Smith Freehills, 2013). 
Banks and Financial Institutions (BFIs) can help the private sector adapt to environmental and 
social sustainability by increasing green financing and inclusive lending. BFIs are also addressing 
environmental and social risks in their own operations and reducing their carbon footprint. They  
are concerned about being at a competitive disadvantage if they implement E&S risk management 
procedures  (NRB, 2019). The main aim of the ESRM guideline is for BFIs to incorporate envi-
ronmental & social risk management into the credit risk management process to fully inform the 
credit authority of E&S risks before making financing decisions (Nepal Rastra Bank, 2018). 
ESRM guideline focuses on environmental, social, and climatic risks related to the BFI's client's 
business activities, which are increasingly important for Nepal. It intended to develop and imple-
ment an environmental and social management system (ESMS) in accordance with local and 
international standards. Additionally, it provides E & S risk management tools and templates, and 
explain various applicability in various types of financing. 

 Global scenario of green banking guidelines  

 Nepal is becoming increasingly susceptible to the effects of climate change; it is crucial to 
acknowledge the rising costs associated with such changes and the necessity of implementing 
measures aimed at minimizing carbon emissions. In light of this, Nepal is faced with the urgent 
task of establishing a green financial system that can effectively internalize externalities related to 
the environment, while simultaneously working towards reducing risk perceptions. (UNDP, 2021). 
According to the IFC country progress report (2022), it is essential to develop and implement a 
sustainable finance roadmap to highlight the need and opportunities of green finance in Nepal. 
Some of the green baking policy and initiative in the global scenario are as follows:

the world. Some of the countries like Colombia, Magnolia, Pakistan, Belgium, Sweden, the 
UK, Norway, and the Netherlands follow the voluntary compliance of green banking guidelines. 
But many other countries like Nepal, India, China, Japan, France, Vietnam, Magnolia, Nigeria, 
Lebanon, Indonesia, and Bangladesh implemented mandatorily green baking initiatives(Park & 
Kim, 2020).

Green Investment Opportunities in Nepal

 As the nation with the least advanced development, Nepal  faces the challenge of effec-
tively managing the necessary funds to undertake intricate development interventions aimed at 
mitigating risks and fostering a resilient society (Lohani, 2023). In its pursuit of this objective, 
Nepal is endeavoring to incorporate catastrophic risk reduction and management into the entirety 
of its development process.   In this particular, there is an urgent need to address trade-offs 
between the growth of transportation and energy infrastructure and conservation goals through 
multi-sectoral collaboration and agreements (Adhikari et al., 2023). In Nepal, various financing 
practices have been introduced. However, these practices are currently in a state of evolution. In 
order to establish sustainable financing mechanisms, it is imperative to establish clear operational 
guidelines that align with the existing legislations. (Basnyat et al., 2014). Sustainable banking and 
finance techniques are used to achieve the Sustainable Development Goals (SDGs). Banks and 
financing institutions can support to achieve SDGs by financing for projects that promote sustain-
ability in the nation, such as infrastructure, renewable energy and sustainable agriculture (Feridun 
& Talay, 2023). However, the sustainability performance of those financing institutions can 
measure with the consideration of environmental, social and governance (ESG) issues of project 
financing (Rosalina et al., 2023). 

 Green finance stands out as a crucial element among the many sub-platforms supporting 
the five theme sustainable development goals that the UNDP has adopted. Moreover, banks and 
financial institutions (BFIs) are enhancing their ambition by collaborating with international 
organizations and creating green finance mechanisms. The National Determined Contribution 
(NDC) to the Paris Agreement, the "Guidelines on Environmental and Social Risk Management 
for Banks and Financial Institutions (ESRM)" circulated by Nepal Rastra Bank (NRB) in 2018, 
and subsequent directives for implementation serve as the major guiding frameworks for assessing 
green finance. These frameworks form the basis of Nepal's regulatory-driven approach towards 
the subject matter (Banks et al., 2018). In Nepal green finance opportunity  has the potential to 
unlock a $46.1 billion climate-smart investment opportunity by 2030 (Mahat et al., 2019). Nation-
al Determined Contribution (NDC) has also encouraged green energy, sustainable transport, 
climate-friendly agriculture products, and a low-carbon economic development strategy, this may 
stand as the landmark for shifting traditional finance to green and sustainable finance in banking 
sector.  As of mid-July 2022, the allocation of credit by commercial banks to the sectors of 
agriculture, energy, and small/cottage industry accounted for 12.28%, 5.51%, and 9.85% respec-
tively, in relation to their overall investment. By mid-July 2025, the corresponding percentages of 
total credit extended by commercial banks to these sectors are required  to rise to 15%, 10%, and 
15% (NRB, 2022).  In an effort to promote and stimulate the adoption of Green Financing, a 
preliminary version of the Green Taxonomy is set to be compiled, encompassing a broad range of 
pertinent subjects, including but not limited to the issuance of green bonds, the disclosure and 

assessment of climate-related risks, as well as the identification of capital requirements. The 
submission of the preliminary report, which represents a significant milestone in the ongoing 
process of formulating the aforementioned draft, has been met with approval (NRB, 2023). 

 Green banking and financing are the recently growing practices in Nepal to promote 
eco-friendly projects and initiatives, contributing to sustainable development. Policies and provi-
sions are intended to promote fundings in renewable energy, agriculture, transportation waste 
management, and more aiming to reduces carbon footprint, mitigates climate change, and protects 
natural resources. Additionally, to enhances the reputation of financial institutions by attracting 
socially conscious customers, investors and other stakeholder moving towards the sustainable 
development, environmental protection, and a resilient economy for the future green financing is 
utmost necessary in Nepal. Considering the significance, this study aims to identify the current 
policy provisions and practices of green and sustainable banking guidelines in adherence to 
environmental and social risk management of the commercial banks in Nepal. 

Methodology

 The research is descriptive in nature and based on the secondary source of data.  The 
implementation status of Environmental and Social Risk Management (ESRM) guidelines in 
commercial banks, as well as other policies, provisions, and priorities for the growth of green 
finance, were evaluated. The study's purview is restricted to the financial industry, and data 
analysis from financial institutions other than commercial banks was also disregarded. Data and 
statistics for the analysis are taken from the Nepal Rastra Bank's ESRM report for the fiscal years 
2078/79 and 2079/80 and policy provisions regarding the same.  The reports include the data from 
the BFI reporting templates found in ESRM guidelines Annex 11 of the NRB. The study examines 
the current status of policy formation and governance, employee training and capacity building for 
ESRM, and the integration of environmental and social risk into core risk management of the 
commercial banks. The study also revies the policy, provisions and opportunities to develop 
sustainable and green banking practices in Nepal. 

Results and Discussion

Policy provisions to support sustainable and green banking in Nepal
 The major policy and guideline about green banking and sustainable banking practices in 
Nepal is ESRM for banks and financial institutions in Nepal. Climate Change Financing Frame-
work (2017), Climate Change Policy (2011), Forest Investment Program: Investment Plan for 
Nepal (2017). Industrial Enterprises Act (2020) and Agriculture Development Strategy 
(2015-2035) were also supported for sustainable banking, sustainable finance and green banking 
practices in Nepal.  The ESRM guidelines have been formulated with the intention of assisting 
banks and other financial institutions (BFIs) in the management of environmental and social risks 
that are associated with their operation (Nepal Rastra Bank, 2018). This is achieved through the 
provision of exemplary practices and tools for risk management, while also promoting the adop-
tion of low-tech and environmentally conscious while financing decision. Climate change financ-
ing framework (2017), content pertain to various aspects of Nepal's sustainable development and 

the mitigation of climate change through banking activities and services.  The Industrial Policy 
enacted in 2011 has been designed with the intention of fostering the growth of reliable and 
long-lasting industrial entrepreneurship. This policy actively advocates for the adoption of envi-
ronmentally conscious technologies by companies, thereby encouraging sustainable practices and 
minimizing the negative impact on the environment. Moreover, one of the core objectives of this 
policy is to facilitate the transformation of existing sectors into models that are not only devoid of 
pollution but also free from carbon emissions. By emphasizing the importance of these transfor-
mative measures, the Industrial Policy of 2011 aims to pave the way for a greener and more 
sustainable industrial landscape. The acknowledgment of the importance of sustainable agricul-
ture, encompassing organic farming, clean technology, animal welfare, and the preservation of 
biodiversity, is a fundamental aspect of the Agriculture Development Strategy 2015-2035. The 
Climate Change Policy (2019) places great importance on the establishment of climate-resilient 
infrastructure, the promotion of climate-resilient socioeconomic development, and the adaptation 
of natural resource management strategies to accommodate the impacts of climate change. In 
order to effectively tackle the challenges posed by climate change, this policy also establishes a 
dedicated fund to address climate change-related concerns. Nepal’s Second Nationally Determined 
Contribution (NDC) under the Paris Agreement delineates its dedication to the advancement of 
low-GHG emission development, sustainable energy production, the implementation of e-vehi-
cles, biogas infrastructure, and the attainment of carbon neutrality in renowned tourist areas. The 
National Adaptation Plan endeavors to mitigate the adverse effects of climate change and enhance 
Nepal’s departure from the classification of least developed countries by means of enhanced 
strategic planning and synchronization with sustainable development goals, with the ultimate aim 
of reducing damage and losses inflicted by climate change impacts (NPC, 2017). 

Following are the sustainable and green banking initiative and guidelines in Nepal: 

Source: IFC Country Progress Report (2022)
 The Environmental and Social Risk Management (ESRM) guidelines of the Nepal Rastra 
Bank establish a requirement for banks to evaluate and mitigate the environmental and social 
impacts of their operations. Furthermore, the baseline report on Sustainable Development Goals 
by the National Planning Commission provides a strategic direction for aligning financial products 
and services with the nation's sustainability objectives. Moreover, the 2019 Environmental Protec-
tion Rules offer additional guidance by setting forth environmental safeguards for various sectors. 
Financial professionals equipped with the requisite knowledge and skills engage in Environmental 
and Social Due Diligence (ESDD) measures to effectively assess and manage environmental and 
social risks. This comprehensive approach, incorporating regulatory frameworks, national objec-
tives, and environmental safeguards, paves the way for a more sustainable and responsible bank-
ing landscape in Nepal (Report, 2022).

 Green banking practices by Implementation of ESRM Guidelines 

 After the introduction of mandatory guidelines on Environment Social Risk Management 
(ESRM) by Nepal Rastra Bank, there has been significant progress observed in the implementa-
tion of ESRM guidelines by the commercial in Nepal. The majority of commercial banks have 
formulated policies and procedures pertaining to ESRM and have demonstrated their commitment 
to human resource development through training and participation in relevant programs. However, 
it is of utmost importance for these banks to integrate environmental and risk management consid-
erations into their core strategies, as this serves as a crucial indicator of policy implementation. 
The results show that banks are not adhering to the rules when it comes to rejecting loans from the 
exclusion list, and none of them have rejected any transactions related to E&S risk management. It 
suggests that instead of actively participating in risk analysis and rating in their business opera-
tions, regulators should exercise caution regarding the potential danger posed by banks and 
concentrate instead on completing compliance obligations. Provided below is an overview of the 
compliance status of commercial banks in Nepal in relation to the ESRM guidelines.
Table 1 
Policy formulation and governance

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79; 2079/80)

Table, 1 depicts the result of policy formulation and governance of ESRM guidelines. Result 
shows that the ESRM policy and procedure formulation and board approval in year I and II have 
88 percent and 100 percent commercial banks respectively. Only 69 percent commercial banks 
were nominated environmental and social (E &S) risk officer in 2078/79 but this result increased 
in 2079/80 by 90 percent commercial banks. All of the commercial banks formulated environmen-
tal and social risk management policy and procedure then approved from their board. However, 
Himalayan Bank Limited and Nabil bank limited did not appointed E & S officer under even 
though mandatory circular made by Nepal Rastra Bank till the study period.  
Table 2 
Employees training and capacity building 

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79; 2079/80.)
 Tables 2 show the data and statistics, providing a quantitative overview of the ESRM 
trainings budget allocation, programs conducted and participated in training workshop and semi-
nars of commercial banks.  In this specific case, 14 commercial banks were allocated budget to 
ESRM training programs in 2078/79 which is 54% of the total banks, whereas only 13 commercial 
banks were allocated in 2079/80. Similarly, 22 banks were planned ESRM training programs and 
participated in the same in 2078/79.  There is no more progress in 2079/80 for the training and 
capacity building for ESRM, Agriculture Development Bank, Laxmi Sunrise Bank, Rastriya 
Banijya Bank, and Standard Chartered Bank were not conducted such programs during the period. 
Table:3
 Incorporation of environmental and social risk in core risk management

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79, n.d.)

 Table 3 presents the particulars concerning the incorporation of environmental and social 

risk into the fundamental risk management practices of banks in accordance with the implementa-
tion of ESRM guidelines. In 2078/79, there were none of banks were rejected loan on the basis of 
the exclusion list criteria, in 2079/80, only one bank (Nepal Bank Limited) follows this indicator 
of the guideline. The Environmental and Social (E&S) Due Diligence (ESDD) was conducted by 
18 banks in 2078/79, and this figure increased to 80% or 16 banks out of 20 commercial banks in 
2079/80. The proportion of the total disbursed loan portfolio subjected to ESDD in first year was 
only 11 banks, which experienced a significant rise to 75% or 15 out of total in next year. The 
E&S Risk Rating indicator, the percentage of transactions that were disbursed based on the 
Environmental and Social (E&S) Risk Rating in 2022, 81% of banks practiced disbursing loans 
based on this rating, a figure that further increased to 90% in 2023. The specific Environmental 
and Social (E&S) Action Plan was employed for 38% of transactions in 2022, and this percentage 
increased to 50% in 2023. Notably, no transactions were rejected for E&S risk management in 
both years. The indicator measuring the proportion to which E&S Risk is integrated into the core 
risk management practices of commercial banks remained constant in both years. Overall result of 
the implementation of guidelines reflects there is significant progress made for incorporation of 
environmental and social risk management into their core business strategies and beneficial to the 
E &S improvement for the commercial banks in Nepal.  Some of the commercial banks such as 
Agriculture Development Bank, Himalayan Bank, NICAsia Bank, and Rastriya Banijya Bank 
need to improve their implementation status of given indicators. 

 Discussion

 The green banking guidelines and Environmental and Social Risk Management (ESRM) 
policies, has been observed in several South Asian nations including Bangladesh, China, India, 
and Pakistan (Y. Q. Zhang, 2023), (Li, 2023). These nations have established comprehensive 
frameworks to encourage banks to adopt environmentally sustainable practices in their operations 
and investments. The application of such green banking practices has resulted in a reduction in 
commercial CO2 emissions while contributing to the attainment of green economic recovery and 
sustainable development. Green Finance is an investment or lending program that incorporates 
environmental impact into risk evaluation and uses environmental incentives to influence business 
decisions, to enhance human well-being, social equity, and ecological integrity while decreasing 
environmental risks (Soundarrajan & Vivek, 2016). The prior research found that the implementa-
tion of environmentally friendly banking practices is significantly impacted by policy, day-to-day 
operations, and investments (Rehman et al., 2021). Empirical result of green banking activities and 
effective implementation of such guidelines found to reduce long-term cost, boost the banking 
industries effectiveness and promote sustainable economic development of the nation in Bangla-
desh (X. Zhang et al., 2022).  Green  financing and implementation of policies related to green 
banking  have positive impact of environmental performance, daily operation and customers 
related performance of the banks and financial institutions (Chen et al., 2022).  The interconnec-
tion between sustainable development and financial sector stability is evident as various factors 
such as climate change, wealth distribution, energy use, competition for water resources, and 
emerging countries' roles will significantly influence the financial sector, necessitating a strategy 
shift to ensure investments in sustainable development and the ability of the financial sector to 
handle sustainability risks (Weber, 2015). The collaborative efforts of banking institutions in 
promoting green recovery have been acknowledged as essential, particularly in emerging econo-

mies. In addition to this, central banks and financial authorities have actively participated in the 
formulation of sustainable banking frameworks and regulations to bolster green finance initiatives. 
The implementation of the green banking concept in emerging economies will enable banks and 
firms to efficiently utilize their limited resources, address the global challenge of sustainability, 
and protect the natural environment, through financing green technology and pollution-reducing 
projects, as part of a broader green initiative (Jaydatta & Nitin, 2017). 

 South Asian countries have made notable advancements in the implementation of green 
banking guidelines and policies to tackle environmental challenges and foster sustainable growth 
(Y. Q. Zhang, 2023). The significance of environmental and social risk management guidelines for  
the banking sector is steadily increasing. Banks must integrate environmental, social, and gover-
nance (ESG) risk into their risk management systems, adapt their business and risk strategies, and 
ensure transparency. Efforts are being made to establish environmental regulations and voluntary 
initiatives that establish benchmarks for the measurement and management of environmental risk 
in banks (Bruno & Lagasio, 2021). The importance of climate risks and the necessity for banks to 
allocate credit and investment to more sustainable sectors have been emphasized by climate 
change and the 2030 Agenda for Sustainable Development. Driven by political pressure and 
concerns about reputation, banks and project companies employ E&S standards for sustainability 
and risk management purposes (Mertens et al., 2023). Environmental risk has an impact on the 
operational and strategic activities of banks, and central banks face distinct challenges in address-
ing this risk. In general, there is a growing recognition of the requirement for guidelines and 
regulations to manage environmental and social risks within the banking sector. The exploration 
of sustainable finance implementation within the financial services industry, particularly in the 
banking sector, has been undertaken, revealing the necessity for improved execution and emphasis 
on environmental sustainability (Mozib Lalon, 2015). The regulatory authorities or central bank 
have important role for greening the financial system and implementation of different policies and 
guidelines in the country (Khairunnessa et al., 2021). Prior research of green banking performance 
in Nepal  found that the environmental training of the employees will positively contributed for 
environmental performance of the banks  (Risal et al., 2018). The efficient application of the 
regulations, guidelines, and circulars of the regulatory authorities in the banks and financial 
institutions has favorably influenced the development of a sustainable path, as indicated by the 
varied findings of the empirical studies.

Conclusion, Implications, and Future Research Directions

 Financial entities in Nepal have been encouraged to incorporate social, environmental, and 
governance considerations into their strategies and choices as per NRB guidelines. The guidelines 
and various circular issued by the NRB are intended to encourage responsible lending, minimize 
risks and promote investment. Nepal Rastra Bank has encouraged BFIs to increase their credit in 
green investment. To promote green financing preliminary draft of the Green Taxonomy has been 
drafted and approved by Nepal Rastra Bank. This study analyzes the implementation status of 
ESRM guideline circulated by Nepal Rastra bank to promote sustainable banking through environ-
mental and social risk management in bank transactions.  Commercial banks are mostly imple-
mented the policy formulation and governance indicators of the guidelines.  The significant 
progression is not found in training and capacity building of their human resource in the banks 

Source: (Park & Kim, 2020), (Asim et al., 2020), (SBN Country Report 2022)

 Environmental and social risk management guidelines is mandatory policy and 
procedure circulated by Nepal Rastra Bank as a green and sustainable banking guide-
line.  There is a different code of conduct for the implementation of such initiatives in 

regarding environmental and social risk management. Regarding the incorporating environmental 
and social risk in core risk management found a significant progression of the commercial banks 
in different indicators issued by the Nepal Rastra Bank. However, the banks are not adhering to 
the rules when it comes to rejecting loans from the exclusion list, and none of them have rejected 
any transactions related to E&S risk management. It suggests that instead of actively participating 
in risk analysis and rating in their business operations, regulators should exercise caution regarding 
the potential danger posed by banks and concentrate instead on completing compliance obligations.
 
 Nepalese banking sectors are beginning to adopt the sustainability practices and they are 
effectively implementing the guidelines and various circular issued by the Nepal Rastra Bank. The 
implication of the sustainable banking practices and green banking guidelines have potential to 
drive positive changes in financial industry. It promotes reputation and brand values, environmen-
tal sustainability, social responsibility, investment opportunity and long-term economic growth in 
the country. The integration of ESG consideration into core business strategies and decision-mak-
ing process will helps to minimize overall risk of the banking industry. 

 The study usages only the secondary data of ESRM report published by NRB. Further 
research should examine the overall green banking and environmental performance of the com-
mercial banks by collecting and analyzing qualitative and quantitative data compromising individ-
ual performance of the banks. Further study can evaluate the financial performance and overall 
sustainability status of commercial banks with align from the compliance of ESRM guidelines in 
Nepal.  Additionally, the research may be conducted the investment of banks in accordance to the 
guidelines of green finance projects and overall mitigated environmental harmful activities and 
such environmental risk of financing projects.
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forms the global economy and socio-cultural interdependence. Notably, migration from South 
Asia to developed countries has surged, a trend projected to endure. In Nepal, where the labour 
force comprises, 79.60 percent aged 15 to 64 (CEIC, 2021), 56 percent of households have the 
opportunity to receive remittances (NLSS-III, 2011), contributing almost 30 percent to the coun-
try's GDP (WBG, 2021). Remittance revenue is vital for Nepal's economic health, with receipts 
growing from 44.16 million US dollars in 1996 to 7795.56 million US dollars in 2020 (WBG, 
2021). Remittances, essential for developing nations, influence GDP expansion, impacting 
individual income, healthcare, and education (Alishani & Nushi, 2012). Migration-driven remit-
tances fueling economic growth, shaping socio-cultural ties, and enhancing individual welfare 
underscore the indispensable role of global migration in contemporary economies.

 Remittances, typically defined as a portion of a migrant's earnings sent to their country of 
origin, predominantly encompass financial transactions, although non-cash products are also 
considered (Pant, 2004). This term commonly denotes transfers made by migrant workers, yet it's 
crucial to recognize that refugees and migrants without the same legal status also contribute to 
remittances. The increasing flow of remittances from migrants addresses challenges in developing 
nations such as low employment, income rates, rising poverty, and unequal income distribution 
(Dhungana & Pandit, 2016). These financial inflows serve as a vital source of household income, 
alleviating poverty, elevating social standing, and facilitating economic stability. Remittances 
have evolved into a significant government funding source and a poverty eradication strategy, 
with substantial investments in trade and business, alongside conspicuous spending and durable 
goods (Edwards & Ureta; Acosta, 2011). Remittances, encompassing financial transactions from 
migrants, refugees, and those without legal status, play a pivotal role in alleviating poverty and 
fostering economic stability in developing nations.

 Globally, remittances totaled $605 billion, projected to rise by 4.2 percent to $630 billion 
by 2022 (WBG, 2021). Nepal, ranking top in South Asia and sixth globally, heavily relies on 
remittances, constituting 25 percent of its GDP (WBG, 2021). In the latest fiscal year, Nepal 
received NPR 699 billion (USD 6.56 billion) in remittances, representing over 25 percent of the 
country's GDP, marking the fourth-highest share worldwide (ADB, 2021). While remittances buoy 
the economy and elevate purchasing power, they also pose risks, such as the exodus of educated 
professionals seeking employment abroad, potentially resulting in a loss of valuable human 
resources developed with public investment.

 A growing number of Nepalese workers are departing the country in pursuit of employ-
ment abroad, driven by diminished job opportunities at home (Government of Nepal, 2022). The 
quantum of remittances is contingent on the country's conditions and the migrant count within a 
household, creating a reciprocal relationship between overseas job seekers and remittance inflow 
(Byanjanakar & Shakha, 2021). Economic stability prompts Nepalese labourers to seek opportuni-
ties abroad, prompted by recent violent conflicts and limited prospects domestically (Dahal, 2004). 
Migration and remittance patterns are prevalent in regions marked by political unrest, civil wars, 
economic downturns, low entrepreneurial investment, and economic slumps worldwide (Sirkeci et 
al., 2012). Remittance transfers to Nepal employ specific channels like SWIFT or demand drafts, 
with various established remittance providers such as International Money Express (IME), West-
ern Union, City Express, Himal Remit, Prabhu Remit, and Samsara Remit (WBG, 2021). The 

Financial services, because of their intermediary role, have the power to encourage businesses, 
and individuals from engaging in unsustainable behaviors (Louche et al., 2019). Due to their 
substantial influence, impact, and effects on both the social and environmental aspects, these 
financial institutions are required to address various social and environmental challenges, while 
actively and extensively participating in a multitude of sustainable practices (Zimmermann, 2019). 
Sustainable banks are those financial institutions that give high priorities to social development, 
environmental management, financial inclusion, financial literacy, and energy efficiency in their 
core business operations (Kumar & Prakash, 2019). Sustainable organizations also promote and 
encourage their employees to utilize public transportation means, facilitating and ensuring access 
to individuals with disabilities, and deliberately selecting and opting for suppliers and partners 
who adhere to and comply with stringent environmental and social principles and standards 
(Weber, 2005). Thus, sustainable banking is an emerging banking approach stands as value 
generator for their stakeholders with full consideration of environmental and social issues into 
their activities and operations. 

 The main objectives of green banking are to safeguard the environment and natural 
resources, as well as to provide financial services and address social concerns in the nation which  
can reduce environmental pollution and support to achieve  sustainable development goals in the 
country (X. Zhang et al., 2022).  Such practices should  have goal to minimize credit risk, legal 
risk and reputational risk by excluding investments in  environmentally threat project (Hoque et 
al., 2019). The term “green banking” refers to a variety of financial products, such as green bonds, 
green financing, and other financial instruments, that encourage investments in sustainable 
agricultural growth, renewable energy and climate friendly infrastructure. To create sustainable 
green finance, legal and policy frameworks must be in place. By encouraging investments in green 
technologies, renewable energy, and environmentally friendly farming practices, green finance 
may play a significant role in supporting sustainable development and environmental conservation 
in the nation (Soundarrajan & Vivek, 2016). Incorporating green banking practices positively 
affects environmental performance with creating a link between sustainable banking and environ-
mental outcomes. Environmental-friendly products and services significantly contribute to sustain-
able development  (Rehman et al., 2021). Therefore, social well-being, environmental preserva-
tion, and the nation's overall sustainable development are all impacted by the sustainability prac-
tices of banks and other financial organizations. Do not end your paragraph in citation. It is not the 
part of academic writing.

 Low-income countries have significant gap in their comprehension of basic financial 
concepts, as well as the advantages and hazards connected with specific financial decisions (Leora 
et al., 2020). People have difficulty learning about new innovative financial products and services, 
as well as the consequences of violating the rules and regulations related to financing, social and 
environmental aspects, due to a lack of fundamental knowledge,  regulation of government and 
law enforcement agencies (Roy et al., 2015). As a result, sustainable and ethical banking implies a 
compelling alternative to traditional banks and establishes a valuable precedent for achieving a 
new approach to sustainable finance. Moreover, this type of banking provides not only economic 
benefits to stakeholders, but also social and environmental value to shareholders, clients, employ-
ees, investors, and society as a whole (del Carmen Valls Martínez et al., 2020). In the banking 

traditional "Hundi" practice of informal money transfers persists in Nepalese society. The global 
economic impact of the Covid-19 outbreak has disproportionately affected Nepalese migrant 
workers, especially those in tourism, hospitality, and construction, leading to financial crises for 
many (Study et al., n.d.). The post-pandemic repercussions continue to impact Nepal's economy.

 Pokhara, the second-largest valley in Nepal's hilly region, situated in the Western part and 
part of the Gandaki Province, boasts cultural diversity with Gurungs, Brahmins & Kshetris, 
Newars, Thakalis, Magar, and other occupational castes. Gurungs dominate the city, particularly 
in-migrant communities, making Pokhara the leading remittance recipient (WBG, 2021). Many 
Pokhara residents migrate globally for employment, notably to Hong Kong, Malaysia, Australia, 
America, Japan, Korea, Canada, Saudi, Dubai, Qatar, and India. The impact of remittance flows in 
Pokhara sparks a longstanding debate, with studies suggesting both positive effects on livelihoods 
and negative consequences on agriculture. Given Nepal's significant remittance reception, studies 
on its social and economic implications, especially on migrant households, are imperative. This 
study proposes to scrutinize remittance-receiving and non-receiving families in Pokhara, compar-
ing their consumption patterns, human capital investments, and agricultural involvement. The 
research objectives of this study are to analyze the social and economic consequences of remit-
tance on households in Pokhara Valley by accessing and comparing the level of investment for 
human capital improvement between remittance-receiving and remittance-non-receiving house-
holds and to identify if Labour migration in remittance recipient households has led to a lack of 
Labour, which has led to a decline in family’s involvement in farming and agriculture?

Hypotheses
The following hypotheses have been used to validate the test.

H1 :  There is a significant difference in investment level for human capital improvement   
 between remittance recipients and non-recipient households.

H2:  Labour migration in remittance recipient households has led to a lack of Labour, which  
 has led to a decline in family’s involvement in farming and agriculture.

Literature Review

 As per the sixth edition of the Balance of Payments and International Investment Position 
Manual (BPM6), remittances establish an economic link between migrants and their families in 
their country of origin (Study et al., n.d.). The movement of individuals to other countries, whether 
temporary or permanent, facilitates the generation of income that is wholly or partially transferred 
back to the home economies through formal channels like recordable electronic systems or infor-
mal means, such as trusted friends carrying cash (Mashayekhi et al., 2013). Remittance categories 
include compensations of employees, workers' remittances, and migrants' transfers as defined by 
the balance of payment manual.

 Regarding the impact of remittances on the economic development of recipient countries, 
three influential theories need consideration. The Developmental Optimistic School, predominant 
in the 1950s and 1960s, posits that migration leads to North-South transfers of investment capital 

and exposure to liberal, rational, and democratic ideas, fostering development in recipient nations 
(Adenutsi, 2010). In contrast, the Developmental Pessimistic School emerged in the late 1960s, 
suggesting that migration and remittances may not lead to sustainable development. This perspec-
tive argues that the brain drain from developing countries results in a loss of human capital not 
compensated by remittance benefits (Beine et al., 2001; Acosta, 2011). Additionally, it contends 
that remittances may not be invested productively, potentially causing inflation, loss of competi-
tiveness, and increased imports, challenging the recipient's decisions and creating the possibility of 
the Dutch disease (Taylor, 1999; Chami et al., 2008; Imai et al., 2014).

 Furthermore, heightened openness is likely to foster greater integration between the 
remittance-receiving country and the global community, thereby amplifying imports (De Haas, 
2007). This integration may contribute to a cycle of growing dependency, as argued by De Haas 
(2007). The pessimistic school contends that remittances may lead to a decline in labour supply, 
with individuals substituting work-associated earnings for remittance income, potentially reducing 
the labour force (Chami et al., 2008). This substitution effect could result in individuals choosing 
leisure and alternative non-work-related activities over employment (Barajas et al., 2011; Imai et 
al., 2014). Another concern is the potential increase in corruption associated with remittances, as 
the influx of remittance income may make corrupt practices less costly for the government, 
leading to a rise in corruption levels (Abdih et al., 2008). In this perspective, remittances act as a 
buffer between the populace and the government, exacerbating issues related to moral hazards 
(Anaynwu & Erhijakpor, 2010). A third viewpoint, inspired by the Remittances Development 
Pluralists, offers a stance by acknowledging the limitations of both optimistic and pessimistic 
views. Developed in the 1980s and 1990s, the Developmental Pluralistic View rejects the idea that 
remittances strictly yield positive or negative outcomes in receiving countries, recognizing the 
complexity of the relationship between migration and development (De Haas, 2007; Adenutsi, 
2010). This pluralistic perspective highlights the need for new theories that consider various ways 
in which remittances may affect recipient economies, emphasizing the intricate nature of the 
migration-development nexus (Taylor, 1999). Unlike overarching theories, the pluralistic view 
asserts that the impact of remittances is context-dependent, and no single theory can universally 
explain all outcomes.

 Stark's (1985) delineated four distinct motivations for the transfer of remittances: pure 
altruism, pure self-interest, investment, and tempered altruism. The concept of pure altruism 
encapsulates the migrants' selfless concern for the well-being of their families, particularly in 
times of financial decline (Acharya, 2021). The researcher postulated that remittances under the 
auspices of pure altruism escalate during periods of familial destitution. Conversely, self-interest 
as a motivation entails migrants perceiving remittances as investments, thereby envisaging future 
returns upon their repatriation. The insurance motivation posits remittances as financial safety nets 
for both migrants and their families, effectively mitigating risks in both host and home countries 
(Lubambu, 2014). Investment theory posits that families dispatch migrants as a means to augment 
their overall income, thus considering remittances as dividends on their investment in the migrant, 
leading to an upsurge in remittances during periods of economic upturn. Brown (1997) highlights 
the propensity of migrants to amalgamate self-interest and altruism, primarily propelled by invest-
ment and asset accumulation motives, thereby illustrating a convoluted interplay of motivations in 
the realm of remittance behavior.

 Smith (1776) defined human capital as skills gained through experience, education, and 
training, which contribute to societal value. Valdero Gil (1970) found that remittances have a 
significant positive effect on health outcomes in Mexico, particularly for households without 
health insurance. Anten (2010) discovered that remittances have a substantial beneficial effect on 
the nutritional status of Ecuadorian children. Edwards and Ureta (2003) observed that remittances 
improve school retention in El Salvador more than other sources of income. Mansuri (2006) 
concluded that remittances positively affect human capital development and reduce gender-based 
education disparities in rural Pakistan. Acosta (2011) found that remittances decrease child labour 
and increase girls' school attendance in El Salvador. Hanushek (2013) argued that human capital is 
crucial for economic growth in developing nations. Koska et al. (2013) and Acharya and Gonzalez 
(2014) established significant correlations between remittances and human capital development in 
Egyptian and Nepalese children. Headey and Hoddinott (2015) attributed reduced childhood 
malnutrition in Nepal to migrant remittances. Bouoiyour et al. (2016) found that Moroccan house-
holds receiving remittances have increased school attendance. Binci and Giannelli (2018) conclud-
ed that remittances improve children's access to education and reduce child labour in Vietnam. 
These studies collectively highlight the important role of remittances in enhancing human capital 
and contributing to societal development.

 Agriculture is the main source of income in many developing countries, and low labour 
productivity is a major factor in the pervasive rural poverty (Geffersa, 2023). Lucas (1987) identi-
fied both the short- and long-term socioeconomic effects of migration and remittances, pointing 
out that remittance spending and investment eventually had beneficial results despite early nega-
tive effects on labour availability. Studies on migration to South Africa's mines found that 
although migration short-term decreased grain yields, remittance-driven investments eventually 
increased productivity and cattle accumulation, leading to greater salaries at home. Maharjan et al. 
(2013) discovered that migration reduced family labour at farms in Nepal's Western hills, but 
remittances alleviated capital constraints without affecting necessary farming inputs. On the other 
hand, Huy and Nonneman (2015) investigated how migration affected Vietnam's agricultural 
output and came to the conclusion that remittances made up for the loss of workers, encouraging 
greater investment and output in the sector. This demonstrates the complex ways that migration 
and remittances affect the dynamics of agriculture in developing nations. Limited research exists 
on the impact of remittances on household spending patterns in Nepal, particularly in Pokhara 
Metropolitan. Despite numerous studies on remittance effects globally, little attention has been 
given to Nepalese spending habits. Addressing gaps in the literature, it seeks to shed light on the 
consequences of remittances on spending patterns, providing insights into micro and macroeco-
nomic impacts not extensively covered in existing research.

Methods and Materials

 This study focuses on examining the social and economic consequences of remittance on 
house holds in Pokhara Metropolitan City. It analyzes the spending patterns of remittance-receiv-
ing and non-receiving families in various household activities. The study uses a descriptive cum 
comparative research design and collects data from respondents through questionnaires. It also 
employs a comparative research methodology to compare the spending pattern of remittance-re-
ceiving and non-receiving families. The core data for the study come from respondents' question-

naire responses. The study population consists of families in ward number 14 of the Pokhara 
Metropolitan city. A pilot survey was conducted to determine the sample size, with 15 percent of 
households receiving remittance and 85 percent not receiving remittance. The sample size for the 
study was determined using the formula for an infinite population sampling technique. A sample 
size of 200 houses was chosen for the multivariate analysis, with 100 samples from each group. 
Convenience and snowball sampling methods were used for sample selection. The study uses 
quantitative nature of data, from primary sources through structured questionnaire. Both descrip-
tive and inferential analysis have been used as analytical techniques. Descriptive analysis helps in 
summarizing data points to identify patterns. It is a crucial step in statistical data analysis. Inferen-
tial analysis generalizes sample results to the population. Descriptive statistical tools used in the 
study include frequency, percentage, mean, median, and standard deviation. Mean difference was 
used to analyze income and consumption data. Inferential statistical tools used are the chi-square 
test and independent samples t-test.

Research Framework and Definition of Variables

 The following framework has been developed for conducting the research's core theme. It 
demonstrates how the various variables are related to one another.

 

1. Remittance Income  The money and other assets sent to the households of migrants are  
    referred to as remittance income.

    The number of family members who work overseas determines  
    how much money a home receives in remittances. The number of  
    family members who work overseas also supports the independent  
    variable remittance.

1.2  Remittance Amount The remittance amount establishes the income of households that  
    consistently receive remittance revenue, which serves as the   
    primary funding source for household expenses.
    Remittance frequency also assesses how much money households  

    regularly get in remittances. Remittance frequency as a percentage  
    of annual household income indicates how much money a house 
    hold has to cover expenses.

2 Non- Remittance income Non-remittance income is the amount of money people earn   
    domestically or through businesses they run within a nation.
    Income of non- remittance receiving families depends on number  
    of domestic employment workers within a country.

    Heirlooms and family business generate income other then   
    employment and remittance for the family.

Dependent Variables

Results
 In particular, analysis of the data has been carried out per specific objectives, where 
patterns have been examined, evaluated, and conclusions are derived from them. Results have 
been chiefly presented as demographic data from study participants, descriptive statistics analysis, 
independent samples t-test results, and chi-square test findings that examined the influence of 
independent variables on dependent variables. 

 Table 2 shows the genders of the heads of the two research categories households that get 
remittances and those that do not. As per the data, more women-headed households with a mean 
age of 48 in families that received remittances, whereas more men-headed households with a mean 
age of 50 in families that did not get remittances. Due to male family members moving overseas 
for employment and other possibilities, there were more female household heads among the 
households who get remittances. 

Table 3
Independent Samples T-Test Between Remittance Receiving and Remittance Non- Receiving 
Households on Human Capital

Source: Field Survey, 2022 & SPSS output.

 The amount of money spent on human capital by families receiving remittances and those 
not receiving remittances were compared using independent samples t-tests. The test on health 
investment revealed variations in the scores that were statistically significant (t(df= 198)=14.01> 
critical value(1.96), p-value(0.000)< level of significance(0.05), with the mean score for remit-
tance-receiving families being higher (M=39,625, SD=20,267.949) than for remittance-non-re-

ceiving households (M=9,125, SD=7,943.42). The magnitude of the difference in the means 
(mean difference= 30,500.00) was significant. Similarly, the test for comparison of investment in 
education amongst the households showed significant differences (t (df= 179) =6.52, p=0.001) in 
the scores with the mean score for remittance-receiving families (M=93,136.36, SD= 42,920.72) 
which was higher than of remittance non receiving households (M= 55,483.87, SD= 34,474.82). 
The mean difference= 37,652.49 was significant as calculated t- value 6.52 > critical value (1.96) 
and p-value is less than level of significance i.e. (0.001<0.05). Hence, H1 is accepted, and the 
conclusion is drawn that the amount that both households invest in human capital through health 
and education differs significantly.

Table 4
 Remittance Receiving and Remittance Non- Receiving Households* Involvement in 
Agriculture Cross Tabulation, Chi-Square Test for Association Between Nature of Households 
and Involvement in Agriculture

Note: a. 0 cells (0.0%) have expected count less than 5. The minimum expected count is 41.50.
b. Computed only for a 2x2 table
c. *If P value (asymptotic significance) < 0.05, Correlation is significant.
Source: Field Survey, 2022 and SPSS output

 Table 4 shows that only 16 percent of the households receiving remittances are engaged in 
agriculture or farming, while 84% is not. Meanwhile, 67% of families that did not receive remit-
tances are engaged in farming and agriculture. A conclusion can be drawn that a higher proportion 
of households not getting remittances are engaged in farming and agriculture.
To test any association between the nature of households and involvement in agriculture and 
farming, a chi-square test was conducted which resulted in a significant association at a 5% 
significance level between the nature of households and involvement in agriculture and farming; 
[χ2(1,200)= 53.568, p-value 0.002<0.05] which supports second alternative hypothesis (H2) i.e. 
Labour migration for remittances has led to a lack of Labour, which has led to a decline in fami-
ly‘s involvement in farming and agriculture.

Discussion

 The primary objective of the study was to examine the socio-economic repercussions of 
remittances on households residing in Pokhara valley. To accomplish the overall purpose of the 
study, this main aim was further divided into two sub-aims. The initial objective of the study 
aimed to evaluate and compare the levels of investment in human capital, specifically in terms of 
health and education, between two categories of households: those receiving remittances and those 
not receiving remittances. To address the second objective and respond to the second research 
question, Hypothesis 2 (H2) was formulated.

 The first hypothesis asserts that there is a significant difference in the investment levels in 
health and education between the two types of households. The independent samples t-test 
indicates that households receiving remittances allocate a considerably higher amount of resources 
towards the healthcare and education of their family members compared to households that do not 
receive remittances. Moreover, a majority of remittance-receiving households opt for private 
hospitals for superior healthcare services and private schools for better education. On the other 
hand, households not receiving remittances rely on government or public hospitals for healthcare 
and send their children to government or public schools. The findings of this study align with 
numerous previous studies conducted on the same subject. Many studies emphasize the substantial 
variation in investment levels in human capital, with remittance-receiving families allocating 
higher expenditures towards the health and education of their family members compared to 
remittance-non-receiving families (Adams, 2006; Castaldo). Similarly, Mansuri (2006) showcased 
a significant positive impact of remittances on the accumulation of human capital in Pakistan. 

 Likewise, the second objective of this study was to investigate whether labour migration 
for remittances has resulted in a shortage of labour, subsequently leading to a decline in family 
engagement in farming and agriculture. The second hypothesis argues that there is indeed an 
association between the nature of households and their involvement in agriculture and farming, 
suggesting that labour migration for remittances has resulted in a decrease in labour availability 
and consequently reduced family participation in farming and agriculture. The chi-square test 
reveals the existence of an association between the nature of households (remittance receiving and 
remittance non-receiving) and their involvement in agriculture and farming. The NLSS-III (2011) 
study yielded similar findings to those of another study, indicating that emigration leading to a 
lack of workforce results in uncultivated land, decreased agricultural output, and the need to 
import food grains. Similarly, Maharjan et al. (2012) argue that the migration of a family member 
has resulted in a reduction in family labour input on farms in the Western hills of Nepal. However, 
Huy and Nonneman (2015) arrived at a contrasting conclusion in their survey, asserting that the 
migration of male family members actually led to a decrease in available male labour on the farm. 
This, in turn, led to an increase in female participation in farming and the potential utilization of 
remittances to address issues of food insecurity.

Conclusion and Implications

 The research's analyses and findings demonstrate that remittances from overseas have 
positive socio-economic ramifications on immigrant households. It can be inferred that remittance 

income has bolstered the purchasing power of recipient households, leading to an increase in their 
expenditure capacity. By this investigation, families receiving remittances allocate a greater 
portion of their resources to health and education services, which are regarded as investments in 
human capital in comparison to families not receiving remittances. The enhancement of the 
socio-economic status of recipient households has a significant positive impact. Nevertheless, the 
migration for the purpose of remittance has resulted in a decreased labour supply and increased 
reliance on remaining family members, negatively affecting involvement in agricultural activities. 
The study's narrow focus suggests that recipient households allocate more resources to household 
consumption and investment in human capital compared to families not receiving remittances. 
Further research is undoubtedly necessary to comprehensively examine and understand the 
socio-economic consequences of remittances on households, as the current analysis does not 
accurately portray the overall situation for the entire nation. Additionally, it was challenging to 
locate research on the motivation behind remittances during the investigation. Therefore, the 
motivation behind remittances may be a subject for further study and research.

 This investigation holds various implications for practitioners, academics, and policymak-
ers. It can be discussed as a basis for recommendations and areas of future research. As a develop-
ing country, Nepal heavily relies on remittances and subsistence farming. Due to the persistent 
underdevelopment of the industrial and production sectors, there has been an increase in imports 
and a decrease in exports. Despite the study asserting that remittances serve as a significant source 
of foreign exchange and are expanding in the national context, their primary use is to stabilize the 
balance of payments deficit rather than support capital development. Consequently, policymakers 
should formulate measures that can encourage remittance investments in the development of the 
domestic economy and national output, ultimately reducing import trends and balancing payment 
deficits shortly. Similar to how remittance income benefits society by elevating individual income 
and social status, it has had a profound impact on agricultural output. To utilize remittance funds 
to increase agricultural productivity and expand the industrial sector, the government should 
implement initiatives that support agricultural production, small domestic industries, and the 
creation of a robust market.
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sector, it is crucial for risk assessment to detect and manage social and environmental risks. 
Regulation, voluntary actions, and sustainable finance all support responsible banking practices. 
To include sustainability considerations in the basic activities of the financial sectors, cooperation 
between banks, regulators, and stakeholders is required. The importance of good risk assessment, 
sustainable finance, and regulatory framework in accomplishing sustainable aims is enhanced by 
sustainable and responsible banking (Oyegunle & Weber, 2015). The application of green banking 
practices has been considerably aided by the adoption of international standards and the imple-
mentation of regulatory rules and guidelines. Transparent and motivating regulations and 
standards are necessary for the financial sector to act consistently. The use of technology has made 
it feasible to offer eco-friendly products and services. Therefore, encouraging green banking 
practices and achieving environmental goals may need the use of technology (Asim et al., 2020). 
The Equator Principles (Eps) is one of the self-regulatory mechanisms in promoting sustainable 
finance (Contreras et al., 2019).  The banks and financial institutions have international business 
with higher profitability and stronger corporate governance are highly motivated to adopt Eps. It 
can promote sustainable finance and responsible banking practice (Herbert Smith Freehills, 2013). 
Banks and Financial Institutions (BFIs) can help the private sector adapt to environmental and 
social sustainability by increasing green financing and inclusive lending. BFIs are also addressing 
environmental and social risks in their own operations and reducing their carbon footprint. They  
are concerned about being at a competitive disadvantage if they implement E&S risk management 
procedures  (NRB, 2019). The main aim of the ESRM guideline is for BFIs to incorporate envi-
ronmental & social risk management into the credit risk management process to fully inform the 
credit authority of E&S risks before making financing decisions (Nepal Rastra Bank, 2018). 
ESRM guideline focuses on environmental, social, and climatic risks related to the BFI's client's 
business activities, which are increasingly important for Nepal. It intended to develop and imple-
ment an environmental and social management system (ESMS) in accordance with local and 
international standards. Additionally, it provides E & S risk management tools and templates, and 
explain various applicability in various types of financing. 

 Global scenario of green banking guidelines  

 Nepal is becoming increasingly susceptible to the effects of climate change; it is crucial to 
acknowledge the rising costs associated with such changes and the necessity of implementing 
measures aimed at minimizing carbon emissions. In light of this, Nepal is faced with the urgent 
task of establishing a green financial system that can effectively internalize externalities related to 
the environment, while simultaneously working towards reducing risk perceptions. (UNDP, 2021). 
According to the IFC country progress report (2022), it is essential to develop and implement a 
sustainable finance roadmap to highlight the need and opportunities of green finance in Nepal. 
Some of the green baking policy and initiative in the global scenario are as follows:

the world. Some of the countries like Colombia, Magnolia, Pakistan, Belgium, Sweden, the 
UK, Norway, and the Netherlands follow the voluntary compliance of green banking guidelines. 
But many other countries like Nepal, India, China, Japan, France, Vietnam, Magnolia, Nigeria, 
Lebanon, Indonesia, and Bangladesh implemented mandatorily green baking initiatives(Park & 
Kim, 2020).

Green Investment Opportunities in Nepal

 As the nation with the least advanced development, Nepal  faces the challenge of effec-
tively managing the necessary funds to undertake intricate development interventions aimed at 
mitigating risks and fostering a resilient society (Lohani, 2023). In its pursuit of this objective, 
Nepal is endeavoring to incorporate catastrophic risk reduction and management into the entirety 
of its development process.   In this particular, there is an urgent need to address trade-offs 
between the growth of transportation and energy infrastructure and conservation goals through 
multi-sectoral collaboration and agreements (Adhikari et al., 2023). In Nepal, various financing 
practices have been introduced. However, these practices are currently in a state of evolution. In 
order to establish sustainable financing mechanisms, it is imperative to establish clear operational 
guidelines that align with the existing legislations. (Basnyat et al., 2014). Sustainable banking and 
finance techniques are used to achieve the Sustainable Development Goals (SDGs). Banks and 
financing institutions can support to achieve SDGs by financing for projects that promote sustain-
ability in the nation, such as infrastructure, renewable energy and sustainable agriculture (Feridun 
& Talay, 2023). However, the sustainability performance of those financing institutions can 
measure with the consideration of environmental, social and governance (ESG) issues of project 
financing (Rosalina et al., 2023). 

 Green finance stands out as a crucial element among the many sub-platforms supporting 
the five theme sustainable development goals that the UNDP has adopted. Moreover, banks and 
financial institutions (BFIs) are enhancing their ambition by collaborating with international 
organizations and creating green finance mechanisms. The National Determined Contribution 
(NDC) to the Paris Agreement, the "Guidelines on Environmental and Social Risk Management 
for Banks and Financial Institutions (ESRM)" circulated by Nepal Rastra Bank (NRB) in 2018, 
and subsequent directives for implementation serve as the major guiding frameworks for assessing 
green finance. These frameworks form the basis of Nepal's regulatory-driven approach towards 
the subject matter (Banks et al., 2018). In Nepal green finance opportunity  has the potential to 
unlock a $46.1 billion climate-smart investment opportunity by 2030 (Mahat et al., 2019). Nation-
al Determined Contribution (NDC) has also encouraged green energy, sustainable transport, 
climate-friendly agriculture products, and a low-carbon economic development strategy, this may 
stand as the landmark for shifting traditional finance to green and sustainable finance in banking 
sector.  As of mid-July 2022, the allocation of credit by commercial banks to the sectors of 
agriculture, energy, and small/cottage industry accounted for 12.28%, 5.51%, and 9.85% respec-
tively, in relation to their overall investment. By mid-July 2025, the corresponding percentages of 
total credit extended by commercial banks to these sectors are required  to rise to 15%, 10%, and 
15% (NRB, 2022).  In an effort to promote and stimulate the adoption of Green Financing, a 
preliminary version of the Green Taxonomy is set to be compiled, encompassing a broad range of 
pertinent subjects, including but not limited to the issuance of green bonds, the disclosure and 

assessment of climate-related risks, as well as the identification of capital requirements. The 
submission of the preliminary report, which represents a significant milestone in the ongoing 
process of formulating the aforementioned draft, has been met with approval (NRB, 2023). 

 Green banking and financing are the recently growing practices in Nepal to promote 
eco-friendly projects and initiatives, contributing to sustainable development. Policies and provi-
sions are intended to promote fundings in renewable energy, agriculture, transportation waste 
management, and more aiming to reduces carbon footprint, mitigates climate change, and protects 
natural resources. Additionally, to enhances the reputation of financial institutions by attracting 
socially conscious customers, investors and other stakeholder moving towards the sustainable 
development, environmental protection, and a resilient economy for the future green financing is 
utmost necessary in Nepal. Considering the significance, this study aims to identify the current 
policy provisions and practices of green and sustainable banking guidelines in adherence to 
environmental and social risk management of the commercial banks in Nepal. 

Methodology

 The research is descriptive in nature and based on the secondary source of data.  The 
implementation status of Environmental and Social Risk Management (ESRM) guidelines in 
commercial banks, as well as other policies, provisions, and priorities for the growth of green 
finance, were evaluated. The study's purview is restricted to the financial industry, and data 
analysis from financial institutions other than commercial banks was also disregarded. Data and 
statistics for the analysis are taken from the Nepal Rastra Bank's ESRM report for the fiscal years 
2078/79 and 2079/80 and policy provisions regarding the same.  The reports include the data from 
the BFI reporting templates found in ESRM guidelines Annex 11 of the NRB. The study examines 
the current status of policy formation and governance, employee training and capacity building for 
ESRM, and the integration of environmental and social risk into core risk management of the 
commercial banks. The study also revies the policy, provisions and opportunities to develop 
sustainable and green banking practices in Nepal. 

Results and Discussion

Policy provisions to support sustainable and green banking in Nepal
 The major policy and guideline about green banking and sustainable banking practices in 
Nepal is ESRM for banks and financial institutions in Nepal. Climate Change Financing Frame-
work (2017), Climate Change Policy (2011), Forest Investment Program: Investment Plan for 
Nepal (2017). Industrial Enterprises Act (2020) and Agriculture Development Strategy 
(2015-2035) were also supported for sustainable banking, sustainable finance and green banking 
practices in Nepal.  The ESRM guidelines have been formulated with the intention of assisting 
banks and other financial institutions (BFIs) in the management of environmental and social risks 
that are associated with their operation (Nepal Rastra Bank, 2018). This is achieved through the 
provision of exemplary practices and tools for risk management, while also promoting the adop-
tion of low-tech and environmentally conscious while financing decision. Climate change financ-
ing framework (2017), content pertain to various aspects of Nepal's sustainable development and 

the mitigation of climate change through banking activities and services.  The Industrial Policy 
enacted in 2011 has been designed with the intention of fostering the growth of reliable and 
long-lasting industrial entrepreneurship. This policy actively advocates for the adoption of envi-
ronmentally conscious technologies by companies, thereby encouraging sustainable practices and 
minimizing the negative impact on the environment. Moreover, one of the core objectives of this 
policy is to facilitate the transformation of existing sectors into models that are not only devoid of 
pollution but also free from carbon emissions. By emphasizing the importance of these transfor-
mative measures, the Industrial Policy of 2011 aims to pave the way for a greener and more 
sustainable industrial landscape. The acknowledgment of the importance of sustainable agricul-
ture, encompassing organic farming, clean technology, animal welfare, and the preservation of 
biodiversity, is a fundamental aspect of the Agriculture Development Strategy 2015-2035. The 
Climate Change Policy (2019) places great importance on the establishment of climate-resilient 
infrastructure, the promotion of climate-resilient socioeconomic development, and the adaptation 
of natural resource management strategies to accommodate the impacts of climate change. In 
order to effectively tackle the challenges posed by climate change, this policy also establishes a 
dedicated fund to address climate change-related concerns. Nepal’s Second Nationally Determined 
Contribution (NDC) under the Paris Agreement delineates its dedication to the advancement of 
low-GHG emission development, sustainable energy production, the implementation of e-vehi-
cles, biogas infrastructure, and the attainment of carbon neutrality in renowned tourist areas. The 
National Adaptation Plan endeavors to mitigate the adverse effects of climate change and enhance 
Nepal’s departure from the classification of least developed countries by means of enhanced 
strategic planning and synchronization with sustainable development goals, with the ultimate aim 
of reducing damage and losses inflicted by climate change impacts (NPC, 2017). 

Following are the sustainable and green banking initiative and guidelines in Nepal: 

Source: IFC Country Progress Report (2022)
 The Environmental and Social Risk Management (ESRM) guidelines of the Nepal Rastra 
Bank establish a requirement for banks to evaluate and mitigate the environmental and social 
impacts of their operations. Furthermore, the baseline report on Sustainable Development Goals 
by the National Planning Commission provides a strategic direction for aligning financial products 
and services with the nation's sustainability objectives. Moreover, the 2019 Environmental Protec-
tion Rules offer additional guidance by setting forth environmental safeguards for various sectors. 
Financial professionals equipped with the requisite knowledge and skills engage in Environmental 
and Social Due Diligence (ESDD) measures to effectively assess and manage environmental and 
social risks. This comprehensive approach, incorporating regulatory frameworks, national objec-
tives, and environmental safeguards, paves the way for a more sustainable and responsible bank-
ing landscape in Nepal (Report, 2022).

 Green banking practices by Implementation of ESRM Guidelines 

 After the introduction of mandatory guidelines on Environment Social Risk Management 
(ESRM) by Nepal Rastra Bank, there has been significant progress observed in the implementa-
tion of ESRM guidelines by the commercial in Nepal. The majority of commercial banks have 
formulated policies and procedures pertaining to ESRM and have demonstrated their commitment 
to human resource development through training and participation in relevant programs. However, 
it is of utmost importance for these banks to integrate environmental and risk management consid-
erations into their core strategies, as this serves as a crucial indicator of policy implementation. 
The results show that banks are not adhering to the rules when it comes to rejecting loans from the 
exclusion list, and none of them have rejected any transactions related to E&S risk management. It 
suggests that instead of actively participating in risk analysis and rating in their business opera-
tions, regulators should exercise caution regarding the potential danger posed by banks and 
concentrate instead on completing compliance obligations. Provided below is an overview of the 
compliance status of commercial banks in Nepal in relation to the ESRM guidelines.
Table 1 
Policy formulation and governance

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79; 2079/80)

Table, 1 depicts the result of policy formulation and governance of ESRM guidelines. Result 
shows that the ESRM policy and procedure formulation and board approval in year I and II have 
88 percent and 100 percent commercial banks respectively. Only 69 percent commercial banks 
were nominated environmental and social (E &S) risk officer in 2078/79 but this result increased 
in 2079/80 by 90 percent commercial banks. All of the commercial banks formulated environmen-
tal and social risk management policy and procedure then approved from their board. However, 
Himalayan Bank Limited and Nabil bank limited did not appointed E & S officer under even 
though mandatory circular made by Nepal Rastra Bank till the study period.  
Table 2 
Employees training and capacity building 

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79; 2079/80.)
 Tables 2 show the data and statistics, providing a quantitative overview of the ESRM 
trainings budget allocation, programs conducted and participated in training workshop and semi-
nars of commercial banks.  In this specific case, 14 commercial banks were allocated budget to 
ESRM training programs in 2078/79 which is 54% of the total banks, whereas only 13 commercial 
banks were allocated in 2079/80. Similarly, 22 banks were planned ESRM training programs and 
participated in the same in 2078/79.  There is no more progress in 2079/80 for the training and 
capacity building for ESRM, Agriculture Development Bank, Laxmi Sunrise Bank, Rastriya 
Banijya Bank, and Standard Chartered Bank were not conducted such programs during the period. 
Table:3
 Incorporation of environmental and social risk in core risk management

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79, n.d.)

 Table 3 presents the particulars concerning the incorporation of environmental and social 

risk into the fundamental risk management practices of banks in accordance with the implementa-
tion of ESRM guidelines. In 2078/79, there were none of banks were rejected loan on the basis of 
the exclusion list criteria, in 2079/80, only one bank (Nepal Bank Limited) follows this indicator 
of the guideline. The Environmental and Social (E&S) Due Diligence (ESDD) was conducted by 
18 banks in 2078/79, and this figure increased to 80% or 16 banks out of 20 commercial banks in 
2079/80. The proportion of the total disbursed loan portfolio subjected to ESDD in first year was 
only 11 banks, which experienced a significant rise to 75% or 15 out of total in next year. The 
E&S Risk Rating indicator, the percentage of transactions that were disbursed based on the 
Environmental and Social (E&S) Risk Rating in 2022, 81% of banks practiced disbursing loans 
based on this rating, a figure that further increased to 90% in 2023. The specific Environmental 
and Social (E&S) Action Plan was employed for 38% of transactions in 2022, and this percentage 
increased to 50% in 2023. Notably, no transactions were rejected for E&S risk management in 
both years. The indicator measuring the proportion to which E&S Risk is integrated into the core 
risk management practices of commercial banks remained constant in both years. Overall result of 
the implementation of guidelines reflects there is significant progress made for incorporation of 
environmental and social risk management into their core business strategies and beneficial to the 
E &S improvement for the commercial banks in Nepal.  Some of the commercial banks such as 
Agriculture Development Bank, Himalayan Bank, NICAsia Bank, and Rastriya Banijya Bank 
need to improve their implementation status of given indicators. 

 Discussion

 The green banking guidelines and Environmental and Social Risk Management (ESRM) 
policies, has been observed in several South Asian nations including Bangladesh, China, India, 
and Pakistan (Y. Q. Zhang, 2023), (Li, 2023). These nations have established comprehensive 
frameworks to encourage banks to adopt environmentally sustainable practices in their operations 
and investments. The application of such green banking practices has resulted in a reduction in 
commercial CO2 emissions while contributing to the attainment of green economic recovery and 
sustainable development. Green Finance is an investment or lending program that incorporates 
environmental impact into risk evaluation and uses environmental incentives to influence business 
decisions, to enhance human well-being, social equity, and ecological integrity while decreasing 
environmental risks (Soundarrajan & Vivek, 2016). The prior research found that the implementa-
tion of environmentally friendly banking practices is significantly impacted by policy, day-to-day 
operations, and investments (Rehman et al., 2021). Empirical result of green banking activities and 
effective implementation of such guidelines found to reduce long-term cost, boost the banking 
industries effectiveness and promote sustainable economic development of the nation in Bangla-
desh (X. Zhang et al., 2022).  Green  financing and implementation of policies related to green 
banking  have positive impact of environmental performance, daily operation and customers 
related performance of the banks and financial institutions (Chen et al., 2022).  The interconnec-
tion between sustainable development and financial sector stability is evident as various factors 
such as climate change, wealth distribution, energy use, competition for water resources, and 
emerging countries' roles will significantly influence the financial sector, necessitating a strategy 
shift to ensure investments in sustainable development and the ability of the financial sector to 
handle sustainability risks (Weber, 2015). The collaborative efforts of banking institutions in 
promoting green recovery have been acknowledged as essential, particularly in emerging econo-

mies. In addition to this, central banks and financial authorities have actively participated in the 
formulation of sustainable banking frameworks and regulations to bolster green finance initiatives. 
The implementation of the green banking concept in emerging economies will enable banks and 
firms to efficiently utilize their limited resources, address the global challenge of sustainability, 
and protect the natural environment, through financing green technology and pollution-reducing 
projects, as part of a broader green initiative (Jaydatta & Nitin, 2017). 

 South Asian countries have made notable advancements in the implementation of green 
banking guidelines and policies to tackle environmental challenges and foster sustainable growth 
(Y. Q. Zhang, 2023). The significance of environmental and social risk management guidelines for  
the banking sector is steadily increasing. Banks must integrate environmental, social, and gover-
nance (ESG) risk into their risk management systems, adapt their business and risk strategies, and 
ensure transparency. Efforts are being made to establish environmental regulations and voluntary 
initiatives that establish benchmarks for the measurement and management of environmental risk 
in banks (Bruno & Lagasio, 2021). The importance of climate risks and the necessity for banks to 
allocate credit and investment to more sustainable sectors have been emphasized by climate 
change and the 2030 Agenda for Sustainable Development. Driven by political pressure and 
concerns about reputation, banks and project companies employ E&S standards for sustainability 
and risk management purposes (Mertens et al., 2023). Environmental risk has an impact on the 
operational and strategic activities of banks, and central banks face distinct challenges in address-
ing this risk. In general, there is a growing recognition of the requirement for guidelines and 
regulations to manage environmental and social risks within the banking sector. The exploration 
of sustainable finance implementation within the financial services industry, particularly in the 
banking sector, has been undertaken, revealing the necessity for improved execution and emphasis 
on environmental sustainability (Mozib Lalon, 2015). The regulatory authorities or central bank 
have important role for greening the financial system and implementation of different policies and 
guidelines in the country (Khairunnessa et al., 2021). Prior research of green banking performance 
in Nepal  found that the environmental training of the employees will positively contributed for 
environmental performance of the banks  (Risal et al., 2018). The efficient application of the 
regulations, guidelines, and circulars of the regulatory authorities in the banks and financial 
institutions has favorably influenced the development of a sustainable path, as indicated by the 
varied findings of the empirical studies.

Conclusion, Implications, and Future Research Directions

 Financial entities in Nepal have been encouraged to incorporate social, environmental, and 
governance considerations into their strategies and choices as per NRB guidelines. The guidelines 
and various circular issued by the NRB are intended to encourage responsible lending, minimize 
risks and promote investment. Nepal Rastra Bank has encouraged BFIs to increase their credit in 
green investment. To promote green financing preliminary draft of the Green Taxonomy has been 
drafted and approved by Nepal Rastra Bank. This study analyzes the implementation status of 
ESRM guideline circulated by Nepal Rastra bank to promote sustainable banking through environ-
mental and social risk management in bank transactions.  Commercial banks are mostly imple-
mented the policy formulation and governance indicators of the guidelines.  The significant 
progression is not found in training and capacity building of their human resource in the banks 

Source: (Park & Kim, 2020), (Asim et al., 2020), (SBN Country Report 2022)

 Environmental and social risk management guidelines is mandatory policy and 
procedure circulated by Nepal Rastra Bank as a green and sustainable banking guide-
line.  There is a different code of conduct for the implementation of such initiatives in 

regarding environmental and social risk management. Regarding the incorporating environmental 
and social risk in core risk management found a significant progression of the commercial banks 
in different indicators issued by the Nepal Rastra Bank. However, the banks are not adhering to 
the rules when it comes to rejecting loans from the exclusion list, and none of them have rejected 
any transactions related to E&S risk management. It suggests that instead of actively participating 
in risk analysis and rating in their business operations, regulators should exercise caution regarding 
the potential danger posed by banks and concentrate instead on completing compliance obligations.
 
 Nepalese banking sectors are beginning to adopt the sustainability practices and they are 
effectively implementing the guidelines and various circular issued by the Nepal Rastra Bank. The 
implication of the sustainable banking practices and green banking guidelines have potential to 
drive positive changes in financial industry. It promotes reputation and brand values, environmen-
tal sustainability, social responsibility, investment opportunity and long-term economic growth in 
the country. The integration of ESG consideration into core business strategies and decision-mak-
ing process will helps to minimize overall risk of the banking industry. 

 The study usages only the secondary data of ESRM report published by NRB. Further 
research should examine the overall green banking and environmental performance of the com-
mercial banks by collecting and analyzing qualitative and quantitative data compromising individ-
ual performance of the banks. Further study can evaluate the financial performance and overall 
sustainability status of commercial banks with align from the compliance of ESRM guidelines in 
Nepal.  Additionally, the research may be conducted the investment of banks in accordance to the 
guidelines of green finance projects and overall mitigated environmental harmful activities and 
such environmental risk of financing projects.
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forms the global economy and socio-cultural interdependence. Notably, migration from South 
Asia to developed countries has surged, a trend projected to endure. In Nepal, where the labour 
force comprises, 79.60 percent aged 15 to 64 (CEIC, 2021), 56 percent of households have the 
opportunity to receive remittances (NLSS-III, 2011), contributing almost 30 percent to the coun-
try's GDP (WBG, 2021). Remittance revenue is vital for Nepal's economic health, with receipts 
growing from 44.16 million US dollars in 1996 to 7795.56 million US dollars in 2020 (WBG, 
2021). Remittances, essential for developing nations, influence GDP expansion, impacting 
individual income, healthcare, and education (Alishani & Nushi, 2012). Migration-driven remit-
tances fueling economic growth, shaping socio-cultural ties, and enhancing individual welfare 
underscore the indispensable role of global migration in contemporary economies.

 Remittances, typically defined as a portion of a migrant's earnings sent to their country of 
origin, predominantly encompass financial transactions, although non-cash products are also 
considered (Pant, 2004). This term commonly denotes transfers made by migrant workers, yet it's 
crucial to recognize that refugees and migrants without the same legal status also contribute to 
remittances. The increasing flow of remittances from migrants addresses challenges in developing 
nations such as low employment, income rates, rising poverty, and unequal income distribution 
(Dhungana & Pandit, 2016). These financial inflows serve as a vital source of household income, 
alleviating poverty, elevating social standing, and facilitating economic stability. Remittances 
have evolved into a significant government funding source and a poverty eradication strategy, 
with substantial investments in trade and business, alongside conspicuous spending and durable 
goods (Edwards & Ureta; Acosta, 2011). Remittances, encompassing financial transactions from 
migrants, refugees, and those without legal status, play a pivotal role in alleviating poverty and 
fostering economic stability in developing nations.

 Globally, remittances totaled $605 billion, projected to rise by 4.2 percent to $630 billion 
by 2022 (WBG, 2021). Nepal, ranking top in South Asia and sixth globally, heavily relies on 
remittances, constituting 25 percent of its GDP (WBG, 2021). In the latest fiscal year, Nepal 
received NPR 699 billion (USD 6.56 billion) in remittances, representing over 25 percent of the 
country's GDP, marking the fourth-highest share worldwide (ADB, 2021). While remittances buoy 
the economy and elevate purchasing power, they also pose risks, such as the exodus of educated 
professionals seeking employment abroad, potentially resulting in a loss of valuable human 
resources developed with public investment.

 A growing number of Nepalese workers are departing the country in pursuit of employ-
ment abroad, driven by diminished job opportunities at home (Government of Nepal, 2022). The 
quantum of remittances is contingent on the country's conditions and the migrant count within a 
household, creating a reciprocal relationship between overseas job seekers and remittance inflow 
(Byanjanakar & Shakha, 2021). Economic stability prompts Nepalese labourers to seek opportuni-
ties abroad, prompted by recent violent conflicts and limited prospects domestically (Dahal, 2004). 
Migration and remittance patterns are prevalent in regions marked by political unrest, civil wars, 
economic downturns, low entrepreneurial investment, and economic slumps worldwide (Sirkeci et 
al., 2012). Remittance transfers to Nepal employ specific channels like SWIFT or demand drafts, 
with various established remittance providers such as International Money Express (IME), West-
ern Union, City Express, Himal Remit, Prabhu Remit, and Samsara Remit (WBG, 2021). The 

Financial services, because of their intermediary role, have the power to encourage businesses, 
and individuals from engaging in unsustainable behaviors (Louche et al., 2019). Due to their 
substantial influence, impact, and effects on both the social and environmental aspects, these 
financial institutions are required to address various social and environmental challenges, while 
actively and extensively participating in a multitude of sustainable practices (Zimmermann, 2019). 
Sustainable banks are those financial institutions that give high priorities to social development, 
environmental management, financial inclusion, financial literacy, and energy efficiency in their 
core business operations (Kumar & Prakash, 2019). Sustainable organizations also promote and 
encourage their employees to utilize public transportation means, facilitating and ensuring access 
to individuals with disabilities, and deliberately selecting and opting for suppliers and partners 
who adhere to and comply with stringent environmental and social principles and standards 
(Weber, 2005). Thus, sustainable banking is an emerging banking approach stands as value 
generator for their stakeholders with full consideration of environmental and social issues into 
their activities and operations. 

 The main objectives of green banking are to safeguard the environment and natural 
resources, as well as to provide financial services and address social concerns in the nation which  
can reduce environmental pollution and support to achieve  sustainable development goals in the 
country (X. Zhang et al., 2022).  Such practices should  have goal to minimize credit risk, legal 
risk and reputational risk by excluding investments in  environmentally threat project (Hoque et 
al., 2019). The term “green banking” refers to a variety of financial products, such as green bonds, 
green financing, and other financial instruments, that encourage investments in sustainable 
agricultural growth, renewable energy and climate friendly infrastructure. To create sustainable 
green finance, legal and policy frameworks must be in place. By encouraging investments in green 
technologies, renewable energy, and environmentally friendly farming practices, green finance 
may play a significant role in supporting sustainable development and environmental conservation 
in the nation (Soundarrajan & Vivek, 2016). Incorporating green banking practices positively 
affects environmental performance with creating a link between sustainable banking and environ-
mental outcomes. Environmental-friendly products and services significantly contribute to sustain-
able development  (Rehman et al., 2021). Therefore, social well-being, environmental preserva-
tion, and the nation's overall sustainable development are all impacted by the sustainability prac-
tices of banks and other financial organizations. Do not end your paragraph in citation. It is not the 
part of academic writing.

 Low-income countries have significant gap in their comprehension of basic financial 
concepts, as well as the advantages and hazards connected with specific financial decisions (Leora 
et al., 2020). People have difficulty learning about new innovative financial products and services, 
as well as the consequences of violating the rules and regulations related to financing, social and 
environmental aspects, due to a lack of fundamental knowledge,  regulation of government and 
law enforcement agencies (Roy et al., 2015). As a result, sustainable and ethical banking implies a 
compelling alternative to traditional banks and establishes a valuable precedent for achieving a 
new approach to sustainable finance. Moreover, this type of banking provides not only economic 
benefits to stakeholders, but also social and environmental value to shareholders, clients, employ-
ees, investors, and society as a whole (del Carmen Valls Martínez et al., 2020). In the banking 

traditional "Hundi" practice of informal money transfers persists in Nepalese society. The global 
economic impact of the Covid-19 outbreak has disproportionately affected Nepalese migrant 
workers, especially those in tourism, hospitality, and construction, leading to financial crises for 
many (Study et al., n.d.). The post-pandemic repercussions continue to impact Nepal's economy.

 Pokhara, the second-largest valley in Nepal's hilly region, situated in the Western part and 
part of the Gandaki Province, boasts cultural diversity with Gurungs, Brahmins & Kshetris, 
Newars, Thakalis, Magar, and other occupational castes. Gurungs dominate the city, particularly 
in-migrant communities, making Pokhara the leading remittance recipient (WBG, 2021). Many 
Pokhara residents migrate globally for employment, notably to Hong Kong, Malaysia, Australia, 
America, Japan, Korea, Canada, Saudi, Dubai, Qatar, and India. The impact of remittance flows in 
Pokhara sparks a longstanding debate, with studies suggesting both positive effects on livelihoods 
and negative consequences on agriculture. Given Nepal's significant remittance reception, studies 
on its social and economic implications, especially on migrant households, are imperative. This 
study proposes to scrutinize remittance-receiving and non-receiving families in Pokhara, compar-
ing their consumption patterns, human capital investments, and agricultural involvement. The 
research objectives of this study are to analyze the social and economic consequences of remit-
tance on households in Pokhara Valley by accessing and comparing the level of investment for 
human capital improvement between remittance-receiving and remittance-non-receiving house-
holds and to identify if Labour migration in remittance recipient households has led to a lack of 
Labour, which has led to a decline in family’s involvement in farming and agriculture?

Hypotheses
The following hypotheses have been used to validate the test.

H1 :  There is a significant difference in investment level for human capital improvement   
 between remittance recipients and non-recipient households.

H2:  Labour migration in remittance recipient households has led to a lack of Labour, which  
 has led to a decline in family’s involvement in farming and agriculture.

Literature Review

 As per the sixth edition of the Balance of Payments and International Investment Position 
Manual (BPM6), remittances establish an economic link between migrants and their families in 
their country of origin (Study et al., n.d.). The movement of individuals to other countries, whether 
temporary or permanent, facilitates the generation of income that is wholly or partially transferred 
back to the home economies through formal channels like recordable electronic systems or infor-
mal means, such as trusted friends carrying cash (Mashayekhi et al., 2013). Remittance categories 
include compensations of employees, workers' remittances, and migrants' transfers as defined by 
the balance of payment manual.

 Regarding the impact of remittances on the economic development of recipient countries, 
three influential theories need consideration. The Developmental Optimistic School, predominant 
in the 1950s and 1960s, posits that migration leads to North-South transfers of investment capital 

and exposure to liberal, rational, and democratic ideas, fostering development in recipient nations 
(Adenutsi, 2010). In contrast, the Developmental Pessimistic School emerged in the late 1960s, 
suggesting that migration and remittances may not lead to sustainable development. This perspec-
tive argues that the brain drain from developing countries results in a loss of human capital not 
compensated by remittance benefits (Beine et al., 2001; Acosta, 2011). Additionally, it contends 
that remittances may not be invested productively, potentially causing inflation, loss of competi-
tiveness, and increased imports, challenging the recipient's decisions and creating the possibility of 
the Dutch disease (Taylor, 1999; Chami et al., 2008; Imai et al., 2014).

 Furthermore, heightened openness is likely to foster greater integration between the 
remittance-receiving country and the global community, thereby amplifying imports (De Haas, 
2007). This integration may contribute to a cycle of growing dependency, as argued by De Haas 
(2007). The pessimistic school contends that remittances may lead to a decline in labour supply, 
with individuals substituting work-associated earnings for remittance income, potentially reducing 
the labour force (Chami et al., 2008). This substitution effect could result in individuals choosing 
leisure and alternative non-work-related activities over employment (Barajas et al., 2011; Imai et 
al., 2014). Another concern is the potential increase in corruption associated with remittances, as 
the influx of remittance income may make corrupt practices less costly for the government, 
leading to a rise in corruption levels (Abdih et al., 2008). In this perspective, remittances act as a 
buffer between the populace and the government, exacerbating issues related to moral hazards 
(Anaynwu & Erhijakpor, 2010). A third viewpoint, inspired by the Remittances Development 
Pluralists, offers a stance by acknowledging the limitations of both optimistic and pessimistic 
views. Developed in the 1980s and 1990s, the Developmental Pluralistic View rejects the idea that 
remittances strictly yield positive or negative outcomes in receiving countries, recognizing the 
complexity of the relationship between migration and development (De Haas, 2007; Adenutsi, 
2010). This pluralistic perspective highlights the need for new theories that consider various ways 
in which remittances may affect recipient economies, emphasizing the intricate nature of the 
migration-development nexus (Taylor, 1999). Unlike overarching theories, the pluralistic view 
asserts that the impact of remittances is context-dependent, and no single theory can universally 
explain all outcomes.

 Stark's (1985) delineated four distinct motivations for the transfer of remittances: pure 
altruism, pure self-interest, investment, and tempered altruism. The concept of pure altruism 
encapsulates the migrants' selfless concern for the well-being of their families, particularly in 
times of financial decline (Acharya, 2021). The researcher postulated that remittances under the 
auspices of pure altruism escalate during periods of familial destitution. Conversely, self-interest 
as a motivation entails migrants perceiving remittances as investments, thereby envisaging future 
returns upon their repatriation. The insurance motivation posits remittances as financial safety nets 
for both migrants and their families, effectively mitigating risks in both host and home countries 
(Lubambu, 2014). Investment theory posits that families dispatch migrants as a means to augment 
their overall income, thus considering remittances as dividends on their investment in the migrant, 
leading to an upsurge in remittances during periods of economic upturn. Brown (1997) highlights 
the propensity of migrants to amalgamate self-interest and altruism, primarily propelled by invest-
ment and asset accumulation motives, thereby illustrating a convoluted interplay of motivations in 
the realm of remittance behavior.

 Smith (1776) defined human capital as skills gained through experience, education, and 
training, which contribute to societal value. Valdero Gil (1970) found that remittances have a 
significant positive effect on health outcomes in Mexico, particularly for households without 
health insurance. Anten (2010) discovered that remittances have a substantial beneficial effect on 
the nutritional status of Ecuadorian children. Edwards and Ureta (2003) observed that remittances 
improve school retention in El Salvador more than other sources of income. Mansuri (2006) 
concluded that remittances positively affect human capital development and reduce gender-based 
education disparities in rural Pakistan. Acosta (2011) found that remittances decrease child labour 
and increase girls' school attendance in El Salvador. Hanushek (2013) argued that human capital is 
crucial for economic growth in developing nations. Koska et al. (2013) and Acharya and Gonzalez 
(2014) established significant correlations between remittances and human capital development in 
Egyptian and Nepalese children. Headey and Hoddinott (2015) attributed reduced childhood 
malnutrition in Nepal to migrant remittances. Bouoiyour et al. (2016) found that Moroccan house-
holds receiving remittances have increased school attendance. Binci and Giannelli (2018) conclud-
ed that remittances improve children's access to education and reduce child labour in Vietnam. 
These studies collectively highlight the important role of remittances in enhancing human capital 
and contributing to societal development.

 Agriculture is the main source of income in many developing countries, and low labour 
productivity is a major factor in the pervasive rural poverty (Geffersa, 2023). Lucas (1987) identi-
fied both the short- and long-term socioeconomic effects of migration and remittances, pointing 
out that remittance spending and investment eventually had beneficial results despite early nega-
tive effects on labour availability. Studies on migration to South Africa's mines found that 
although migration short-term decreased grain yields, remittance-driven investments eventually 
increased productivity and cattle accumulation, leading to greater salaries at home. Maharjan et al. 
(2013) discovered that migration reduced family labour at farms in Nepal's Western hills, but 
remittances alleviated capital constraints without affecting necessary farming inputs. On the other 
hand, Huy and Nonneman (2015) investigated how migration affected Vietnam's agricultural 
output and came to the conclusion that remittances made up for the loss of workers, encouraging 
greater investment and output in the sector. This demonstrates the complex ways that migration 
and remittances affect the dynamics of agriculture in developing nations. Limited research exists 
on the impact of remittances on household spending patterns in Nepal, particularly in Pokhara 
Metropolitan. Despite numerous studies on remittance effects globally, little attention has been 
given to Nepalese spending habits. Addressing gaps in the literature, it seeks to shed light on the 
consequences of remittances on spending patterns, providing insights into micro and macroeco-
nomic impacts not extensively covered in existing research.

Methods and Materials

 This study focuses on examining the social and economic consequences of remittance on 
house holds in Pokhara Metropolitan City. It analyzes the spending patterns of remittance-receiv-
ing and non-receiving families in various household activities. The study uses a descriptive cum 
comparative research design and collects data from respondents through questionnaires. It also 
employs a comparative research methodology to compare the spending pattern of remittance-re-
ceiving and non-receiving families. The core data for the study come from respondents' question-

naire responses. The study population consists of families in ward number 14 of the Pokhara 
Metropolitan city. A pilot survey was conducted to determine the sample size, with 15 percent of 
households receiving remittance and 85 percent not receiving remittance. The sample size for the 
study was determined using the formula for an infinite population sampling technique. A sample 
size of 200 houses was chosen for the multivariate analysis, with 100 samples from each group. 
Convenience and snowball sampling methods were used for sample selection. The study uses 
quantitative nature of data, from primary sources through structured questionnaire. Both descrip-
tive and inferential analysis have been used as analytical techniques. Descriptive analysis helps in 
summarizing data points to identify patterns. It is a crucial step in statistical data analysis. Inferen-
tial analysis generalizes sample results to the population. Descriptive statistical tools used in the 
study include frequency, percentage, mean, median, and standard deviation. Mean difference was 
used to analyze income and consumption data. Inferential statistical tools used are the chi-square 
test and independent samples t-test.

Research Framework and Definition of Variables

 The following framework has been developed for conducting the research's core theme. It 
demonstrates how the various variables are related to one another.

 

1. Remittance Income  The money and other assets sent to the households of migrants are  
    referred to as remittance income.

    The number of family members who work overseas determines  
    how much money a home receives in remittances. The number of  
    family members who work overseas also supports the independent  
    variable remittance.

1.2  Remittance Amount The remittance amount establishes the income of households that  
    consistently receive remittance revenue, which serves as the   
    primary funding source for household expenses.
    Remittance frequency also assesses how much money households  

    regularly get in remittances. Remittance frequency as a percentage  
    of annual household income indicates how much money a house 
    hold has to cover expenses.

2 Non- Remittance income Non-remittance income is the amount of money people earn   
    domestically or through businesses they run within a nation.
    Income of non- remittance receiving families depends on number  
    of domestic employment workers within a country.

    Heirlooms and family business generate income other then   
    employment and remittance for the family.

Dependent Variables

Results
 In particular, analysis of the data has been carried out per specific objectives, where 
patterns have been examined, evaluated, and conclusions are derived from them. Results have 
been chiefly presented as demographic data from study participants, descriptive statistics analysis, 
independent samples t-test results, and chi-square test findings that examined the influence of 
independent variables on dependent variables. 

 Table 2 shows the genders of the heads of the two research categories households that get 
remittances and those that do not. As per the data, more women-headed households with a mean 
age of 48 in families that received remittances, whereas more men-headed households with a mean 
age of 50 in families that did not get remittances. Due to male family members moving overseas 
for employment and other possibilities, there were more female household heads among the 
households who get remittances. 

Table 3
Independent Samples T-Test Between Remittance Receiving and Remittance Non- Receiving 
Households on Human Capital

Source: Field Survey, 2022 & SPSS output.

 The amount of money spent on human capital by families receiving remittances and those 
not receiving remittances were compared using independent samples t-tests. The test on health 
investment revealed variations in the scores that were statistically significant (t(df= 198)=14.01> 
critical value(1.96), p-value(0.000)< level of significance(0.05), with the mean score for remit-
tance-receiving families being higher (M=39,625, SD=20,267.949) than for remittance-non-re-

ceiving households (M=9,125, SD=7,943.42). The magnitude of the difference in the means 
(mean difference= 30,500.00) was significant. Similarly, the test for comparison of investment in 
education amongst the households showed significant differences (t (df= 179) =6.52, p=0.001) in 
the scores with the mean score for remittance-receiving families (M=93,136.36, SD= 42,920.72) 
which was higher than of remittance non receiving households (M= 55,483.87, SD= 34,474.82). 
The mean difference= 37,652.49 was significant as calculated t- value 6.52 > critical value (1.96) 
and p-value is less than level of significance i.e. (0.001<0.05). Hence, H1 is accepted, and the 
conclusion is drawn that the amount that both households invest in human capital through health 
and education differs significantly.

Table 4
 Remittance Receiving and Remittance Non- Receiving Households* Involvement in 
Agriculture Cross Tabulation, Chi-Square Test for Association Between Nature of Households 
and Involvement in Agriculture

Note: a. 0 cells (0.0%) have expected count less than 5. The minimum expected count is 41.50.
b. Computed only for a 2x2 table
c. *If P value (asymptotic significance) < 0.05, Correlation is significant.
Source: Field Survey, 2022 and SPSS output

 Table 4 shows that only 16 percent of the households receiving remittances are engaged in 
agriculture or farming, while 84% is not. Meanwhile, 67% of families that did not receive remit-
tances are engaged in farming and agriculture. A conclusion can be drawn that a higher proportion 
of households not getting remittances are engaged in farming and agriculture.
To test any association between the nature of households and involvement in agriculture and 
farming, a chi-square test was conducted which resulted in a significant association at a 5% 
significance level between the nature of households and involvement in agriculture and farming; 
[χ2(1,200)= 53.568, p-value 0.002<0.05] which supports second alternative hypothesis (H2) i.e. 
Labour migration for remittances has led to a lack of Labour, which has led to a decline in fami-
ly‘s involvement in farming and agriculture.

Discussion

 The primary objective of the study was to examine the socio-economic repercussions of 
remittances on households residing in Pokhara valley. To accomplish the overall purpose of the 
study, this main aim was further divided into two sub-aims. The initial objective of the study 
aimed to evaluate and compare the levels of investment in human capital, specifically in terms of 
health and education, between two categories of households: those receiving remittances and those 
not receiving remittances. To address the second objective and respond to the second research 
question, Hypothesis 2 (H2) was formulated.

 The first hypothesis asserts that there is a significant difference in the investment levels in 
health and education between the two types of households. The independent samples t-test 
indicates that households receiving remittances allocate a considerably higher amount of resources 
towards the healthcare and education of their family members compared to households that do not 
receive remittances. Moreover, a majority of remittance-receiving households opt for private 
hospitals for superior healthcare services and private schools for better education. On the other 
hand, households not receiving remittances rely on government or public hospitals for healthcare 
and send their children to government or public schools. The findings of this study align with 
numerous previous studies conducted on the same subject. Many studies emphasize the substantial 
variation in investment levels in human capital, with remittance-receiving families allocating 
higher expenditures towards the health and education of their family members compared to 
remittance-non-receiving families (Adams, 2006; Castaldo). Similarly, Mansuri (2006) showcased 
a significant positive impact of remittances on the accumulation of human capital in Pakistan. 

 Likewise, the second objective of this study was to investigate whether labour migration 
for remittances has resulted in a shortage of labour, subsequently leading to a decline in family 
engagement in farming and agriculture. The second hypothesis argues that there is indeed an 
association between the nature of households and their involvement in agriculture and farming, 
suggesting that labour migration for remittances has resulted in a decrease in labour availability 
and consequently reduced family participation in farming and agriculture. The chi-square test 
reveals the existence of an association between the nature of households (remittance receiving and 
remittance non-receiving) and their involvement in agriculture and farming. The NLSS-III (2011) 
study yielded similar findings to those of another study, indicating that emigration leading to a 
lack of workforce results in uncultivated land, decreased agricultural output, and the need to 
import food grains. Similarly, Maharjan et al. (2012) argue that the migration of a family member 
has resulted in a reduction in family labour input on farms in the Western hills of Nepal. However, 
Huy and Nonneman (2015) arrived at a contrasting conclusion in their survey, asserting that the 
migration of male family members actually led to a decrease in available male labour on the farm. 
This, in turn, led to an increase in female participation in farming and the potential utilization of 
remittances to address issues of food insecurity.

Conclusion and Implications

 The research's analyses and findings demonstrate that remittances from overseas have 
positive socio-economic ramifications on immigrant households. It can be inferred that remittance 

income has bolstered the purchasing power of recipient households, leading to an increase in their 
expenditure capacity. By this investigation, families receiving remittances allocate a greater 
portion of their resources to health and education services, which are regarded as investments in 
human capital in comparison to families not receiving remittances. The enhancement of the 
socio-economic status of recipient households has a significant positive impact. Nevertheless, the 
migration for the purpose of remittance has resulted in a decreased labour supply and increased 
reliance on remaining family members, negatively affecting involvement in agricultural activities. 
The study's narrow focus suggests that recipient households allocate more resources to household 
consumption and investment in human capital compared to families not receiving remittances. 
Further research is undoubtedly necessary to comprehensively examine and understand the 
socio-economic consequences of remittances on households, as the current analysis does not 
accurately portray the overall situation for the entire nation. Additionally, it was challenging to 
locate research on the motivation behind remittances during the investigation. Therefore, the 
motivation behind remittances may be a subject for further study and research.

 This investigation holds various implications for practitioners, academics, and policymak-
ers. It can be discussed as a basis for recommendations and areas of future research. As a develop-
ing country, Nepal heavily relies on remittances and subsistence farming. Due to the persistent 
underdevelopment of the industrial and production sectors, there has been an increase in imports 
and a decrease in exports. Despite the study asserting that remittances serve as a significant source 
of foreign exchange and are expanding in the national context, their primary use is to stabilize the 
balance of payments deficit rather than support capital development. Consequently, policymakers 
should formulate measures that can encourage remittance investments in the development of the 
domestic economy and national output, ultimately reducing import trends and balancing payment 
deficits shortly. Similar to how remittance income benefits society by elevating individual income 
and social status, it has had a profound impact on agricultural output. To utilize remittance funds 
to increase agricultural productivity and expand the industrial sector, the government should 
implement initiatives that support agricultural production, small domestic industries, and the 
creation of a robust market.
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sector, it is crucial for risk assessment to detect and manage social and environmental risks. 
Regulation, voluntary actions, and sustainable finance all support responsible banking practices. 
To include sustainability considerations in the basic activities of the financial sectors, cooperation 
between banks, regulators, and stakeholders is required. The importance of good risk assessment, 
sustainable finance, and regulatory framework in accomplishing sustainable aims is enhanced by 
sustainable and responsible banking (Oyegunle & Weber, 2015). The application of green banking 
practices has been considerably aided by the adoption of international standards and the imple-
mentation of regulatory rules and guidelines. Transparent and motivating regulations and 
standards are necessary for the financial sector to act consistently. The use of technology has made 
it feasible to offer eco-friendly products and services. Therefore, encouraging green banking 
practices and achieving environmental goals may need the use of technology (Asim et al., 2020). 
The Equator Principles (Eps) is one of the self-regulatory mechanisms in promoting sustainable 
finance (Contreras et al., 2019).  The banks and financial institutions have international business 
with higher profitability and stronger corporate governance are highly motivated to adopt Eps. It 
can promote sustainable finance and responsible banking practice (Herbert Smith Freehills, 2013). 
Banks and Financial Institutions (BFIs) can help the private sector adapt to environmental and 
social sustainability by increasing green financing and inclusive lending. BFIs are also addressing 
environmental and social risks in their own operations and reducing their carbon footprint. They  
are concerned about being at a competitive disadvantage if they implement E&S risk management 
procedures  (NRB, 2019). The main aim of the ESRM guideline is for BFIs to incorporate envi-
ronmental & social risk management into the credit risk management process to fully inform the 
credit authority of E&S risks before making financing decisions (Nepal Rastra Bank, 2018). 
ESRM guideline focuses on environmental, social, and climatic risks related to the BFI's client's 
business activities, which are increasingly important for Nepal. It intended to develop and imple-
ment an environmental and social management system (ESMS) in accordance with local and 
international standards. Additionally, it provides E & S risk management tools and templates, and 
explain various applicability in various types of financing. 

 Global scenario of green banking guidelines  

 Nepal is becoming increasingly susceptible to the effects of climate change; it is crucial to 
acknowledge the rising costs associated with such changes and the necessity of implementing 
measures aimed at minimizing carbon emissions. In light of this, Nepal is faced with the urgent 
task of establishing a green financial system that can effectively internalize externalities related to 
the environment, while simultaneously working towards reducing risk perceptions. (UNDP, 2021). 
According to the IFC country progress report (2022), it is essential to develop and implement a 
sustainable finance roadmap to highlight the need and opportunities of green finance in Nepal. 
Some of the green baking policy and initiative in the global scenario are as follows:

the world. Some of the countries like Colombia, Magnolia, Pakistan, Belgium, Sweden, the 
UK, Norway, and the Netherlands follow the voluntary compliance of green banking guidelines. 
But many other countries like Nepal, India, China, Japan, France, Vietnam, Magnolia, Nigeria, 
Lebanon, Indonesia, and Bangladesh implemented mandatorily green baking initiatives(Park & 
Kim, 2020).

Green Investment Opportunities in Nepal

 As the nation with the least advanced development, Nepal  faces the challenge of effec-
tively managing the necessary funds to undertake intricate development interventions aimed at 
mitigating risks and fostering a resilient society (Lohani, 2023). In its pursuit of this objective, 
Nepal is endeavoring to incorporate catastrophic risk reduction and management into the entirety 
of its development process.   In this particular, there is an urgent need to address trade-offs 
between the growth of transportation and energy infrastructure and conservation goals through 
multi-sectoral collaboration and agreements (Adhikari et al., 2023). In Nepal, various financing 
practices have been introduced. However, these practices are currently in a state of evolution. In 
order to establish sustainable financing mechanisms, it is imperative to establish clear operational 
guidelines that align with the existing legislations. (Basnyat et al., 2014). Sustainable banking and 
finance techniques are used to achieve the Sustainable Development Goals (SDGs). Banks and 
financing institutions can support to achieve SDGs by financing for projects that promote sustain-
ability in the nation, such as infrastructure, renewable energy and sustainable agriculture (Feridun 
& Talay, 2023). However, the sustainability performance of those financing institutions can 
measure with the consideration of environmental, social and governance (ESG) issues of project 
financing (Rosalina et al., 2023). 

 Green finance stands out as a crucial element among the many sub-platforms supporting 
the five theme sustainable development goals that the UNDP has adopted. Moreover, banks and 
financial institutions (BFIs) are enhancing their ambition by collaborating with international 
organizations and creating green finance mechanisms. The National Determined Contribution 
(NDC) to the Paris Agreement, the "Guidelines on Environmental and Social Risk Management 
for Banks and Financial Institutions (ESRM)" circulated by Nepal Rastra Bank (NRB) in 2018, 
and subsequent directives for implementation serve as the major guiding frameworks for assessing 
green finance. These frameworks form the basis of Nepal's regulatory-driven approach towards 
the subject matter (Banks et al., 2018). In Nepal green finance opportunity  has the potential to 
unlock a $46.1 billion climate-smart investment opportunity by 2030 (Mahat et al., 2019). Nation-
al Determined Contribution (NDC) has also encouraged green energy, sustainable transport, 
climate-friendly agriculture products, and a low-carbon economic development strategy, this may 
stand as the landmark for shifting traditional finance to green and sustainable finance in banking 
sector.  As of mid-July 2022, the allocation of credit by commercial banks to the sectors of 
agriculture, energy, and small/cottage industry accounted for 12.28%, 5.51%, and 9.85% respec-
tively, in relation to their overall investment. By mid-July 2025, the corresponding percentages of 
total credit extended by commercial banks to these sectors are required  to rise to 15%, 10%, and 
15% (NRB, 2022).  In an effort to promote and stimulate the adoption of Green Financing, a 
preliminary version of the Green Taxonomy is set to be compiled, encompassing a broad range of 
pertinent subjects, including but not limited to the issuance of green bonds, the disclosure and 

assessment of climate-related risks, as well as the identification of capital requirements. The 
submission of the preliminary report, which represents a significant milestone in the ongoing 
process of formulating the aforementioned draft, has been met with approval (NRB, 2023). 

 Green banking and financing are the recently growing practices in Nepal to promote 
eco-friendly projects and initiatives, contributing to sustainable development. Policies and provi-
sions are intended to promote fundings in renewable energy, agriculture, transportation waste 
management, and more aiming to reduces carbon footprint, mitigates climate change, and protects 
natural resources. Additionally, to enhances the reputation of financial institutions by attracting 
socially conscious customers, investors and other stakeholder moving towards the sustainable 
development, environmental protection, and a resilient economy for the future green financing is 
utmost necessary in Nepal. Considering the significance, this study aims to identify the current 
policy provisions and practices of green and sustainable banking guidelines in adherence to 
environmental and social risk management of the commercial banks in Nepal. 

Methodology

 The research is descriptive in nature and based on the secondary source of data.  The 
implementation status of Environmental and Social Risk Management (ESRM) guidelines in 
commercial banks, as well as other policies, provisions, and priorities for the growth of green 
finance, were evaluated. The study's purview is restricted to the financial industry, and data 
analysis from financial institutions other than commercial banks was also disregarded. Data and 
statistics for the analysis are taken from the Nepal Rastra Bank's ESRM report for the fiscal years 
2078/79 and 2079/80 and policy provisions regarding the same.  The reports include the data from 
the BFI reporting templates found in ESRM guidelines Annex 11 of the NRB. The study examines 
the current status of policy formation and governance, employee training and capacity building for 
ESRM, and the integration of environmental and social risk into core risk management of the 
commercial banks. The study also revies the policy, provisions and opportunities to develop 
sustainable and green banking practices in Nepal. 

Results and Discussion

Policy provisions to support sustainable and green banking in Nepal
 The major policy and guideline about green banking and sustainable banking practices in 
Nepal is ESRM for banks and financial institutions in Nepal. Climate Change Financing Frame-
work (2017), Climate Change Policy (2011), Forest Investment Program: Investment Plan for 
Nepal (2017). Industrial Enterprises Act (2020) and Agriculture Development Strategy 
(2015-2035) were also supported for sustainable banking, sustainable finance and green banking 
practices in Nepal.  The ESRM guidelines have been formulated with the intention of assisting 
banks and other financial institutions (BFIs) in the management of environmental and social risks 
that are associated with their operation (Nepal Rastra Bank, 2018). This is achieved through the 
provision of exemplary practices and tools for risk management, while also promoting the adop-
tion of low-tech and environmentally conscious while financing decision. Climate change financ-
ing framework (2017), content pertain to various aspects of Nepal's sustainable development and 

the mitigation of climate change through banking activities and services.  The Industrial Policy 
enacted in 2011 has been designed with the intention of fostering the growth of reliable and 
long-lasting industrial entrepreneurship. This policy actively advocates for the adoption of envi-
ronmentally conscious technologies by companies, thereby encouraging sustainable practices and 
minimizing the negative impact on the environment. Moreover, one of the core objectives of this 
policy is to facilitate the transformation of existing sectors into models that are not only devoid of 
pollution but also free from carbon emissions. By emphasizing the importance of these transfor-
mative measures, the Industrial Policy of 2011 aims to pave the way for a greener and more 
sustainable industrial landscape. The acknowledgment of the importance of sustainable agricul-
ture, encompassing organic farming, clean technology, animal welfare, and the preservation of 
biodiversity, is a fundamental aspect of the Agriculture Development Strategy 2015-2035. The 
Climate Change Policy (2019) places great importance on the establishment of climate-resilient 
infrastructure, the promotion of climate-resilient socioeconomic development, and the adaptation 
of natural resource management strategies to accommodate the impacts of climate change. In 
order to effectively tackle the challenges posed by climate change, this policy also establishes a 
dedicated fund to address climate change-related concerns. Nepal’s Second Nationally Determined 
Contribution (NDC) under the Paris Agreement delineates its dedication to the advancement of 
low-GHG emission development, sustainable energy production, the implementation of e-vehi-
cles, biogas infrastructure, and the attainment of carbon neutrality in renowned tourist areas. The 
National Adaptation Plan endeavors to mitigate the adverse effects of climate change and enhance 
Nepal’s departure from the classification of least developed countries by means of enhanced 
strategic planning and synchronization with sustainable development goals, with the ultimate aim 
of reducing damage and losses inflicted by climate change impacts (NPC, 2017). 

Following are the sustainable and green banking initiative and guidelines in Nepal: 

Source: IFC Country Progress Report (2022)
 The Environmental and Social Risk Management (ESRM) guidelines of the Nepal Rastra 
Bank establish a requirement for banks to evaluate and mitigate the environmental and social 
impacts of their operations. Furthermore, the baseline report on Sustainable Development Goals 
by the National Planning Commission provides a strategic direction for aligning financial products 
and services with the nation's sustainability objectives. Moreover, the 2019 Environmental Protec-
tion Rules offer additional guidance by setting forth environmental safeguards for various sectors. 
Financial professionals equipped with the requisite knowledge and skills engage in Environmental 
and Social Due Diligence (ESDD) measures to effectively assess and manage environmental and 
social risks. This comprehensive approach, incorporating regulatory frameworks, national objec-
tives, and environmental safeguards, paves the way for a more sustainable and responsible bank-
ing landscape in Nepal (Report, 2022).

 Green banking practices by Implementation of ESRM Guidelines 

 After the introduction of mandatory guidelines on Environment Social Risk Management 
(ESRM) by Nepal Rastra Bank, there has been significant progress observed in the implementa-
tion of ESRM guidelines by the commercial in Nepal. The majority of commercial banks have 
formulated policies and procedures pertaining to ESRM and have demonstrated their commitment 
to human resource development through training and participation in relevant programs. However, 
it is of utmost importance for these banks to integrate environmental and risk management consid-
erations into their core strategies, as this serves as a crucial indicator of policy implementation. 
The results show that banks are not adhering to the rules when it comes to rejecting loans from the 
exclusion list, and none of them have rejected any transactions related to E&S risk management. It 
suggests that instead of actively participating in risk analysis and rating in their business opera-
tions, regulators should exercise caution regarding the potential danger posed by banks and 
concentrate instead on completing compliance obligations. Provided below is an overview of the 
compliance status of commercial banks in Nepal in relation to the ESRM guidelines.
Table 1 
Policy formulation and governance

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79; 2079/80)

Table, 1 depicts the result of policy formulation and governance of ESRM guidelines. Result 
shows that the ESRM policy and procedure formulation and board approval in year I and II have 
88 percent and 100 percent commercial banks respectively. Only 69 percent commercial banks 
were nominated environmental and social (E &S) risk officer in 2078/79 but this result increased 
in 2079/80 by 90 percent commercial banks. All of the commercial banks formulated environmen-
tal and social risk management policy and procedure then approved from their board. However, 
Himalayan Bank Limited and Nabil bank limited did not appointed E & S officer under even 
though mandatory circular made by Nepal Rastra Bank till the study period.  
Table 2 
Employees training and capacity building 

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79; 2079/80.)
 Tables 2 show the data and statistics, providing a quantitative overview of the ESRM 
trainings budget allocation, programs conducted and participated in training workshop and semi-
nars of commercial banks.  In this specific case, 14 commercial banks were allocated budget to 
ESRM training programs in 2078/79 which is 54% of the total banks, whereas only 13 commercial 
banks were allocated in 2079/80. Similarly, 22 banks were planned ESRM training programs and 
participated in the same in 2078/79.  There is no more progress in 2079/80 for the training and 
capacity building for ESRM, Agriculture Development Bank, Laxmi Sunrise Bank, Rastriya 
Banijya Bank, and Standard Chartered Bank were not conducted such programs during the period. 
Table:3
 Incorporation of environmental and social risk in core risk management

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79, n.d.)

 Table 3 presents the particulars concerning the incorporation of environmental and social 

risk into the fundamental risk management practices of banks in accordance with the implementa-
tion of ESRM guidelines. In 2078/79, there were none of banks were rejected loan on the basis of 
the exclusion list criteria, in 2079/80, only one bank (Nepal Bank Limited) follows this indicator 
of the guideline. The Environmental and Social (E&S) Due Diligence (ESDD) was conducted by 
18 banks in 2078/79, and this figure increased to 80% or 16 banks out of 20 commercial banks in 
2079/80. The proportion of the total disbursed loan portfolio subjected to ESDD in first year was 
only 11 banks, which experienced a significant rise to 75% or 15 out of total in next year. The 
E&S Risk Rating indicator, the percentage of transactions that were disbursed based on the 
Environmental and Social (E&S) Risk Rating in 2022, 81% of banks practiced disbursing loans 
based on this rating, a figure that further increased to 90% in 2023. The specific Environmental 
and Social (E&S) Action Plan was employed for 38% of transactions in 2022, and this percentage 
increased to 50% in 2023. Notably, no transactions were rejected for E&S risk management in 
both years. The indicator measuring the proportion to which E&S Risk is integrated into the core 
risk management practices of commercial banks remained constant in both years. Overall result of 
the implementation of guidelines reflects there is significant progress made for incorporation of 
environmental and social risk management into their core business strategies and beneficial to the 
E &S improvement for the commercial banks in Nepal.  Some of the commercial banks such as 
Agriculture Development Bank, Himalayan Bank, NICAsia Bank, and Rastriya Banijya Bank 
need to improve their implementation status of given indicators. 

 Discussion

 The green banking guidelines and Environmental and Social Risk Management (ESRM) 
policies, has been observed in several South Asian nations including Bangladesh, China, India, 
and Pakistan (Y. Q. Zhang, 2023), (Li, 2023). These nations have established comprehensive 
frameworks to encourage banks to adopt environmentally sustainable practices in their operations 
and investments. The application of such green banking practices has resulted in a reduction in 
commercial CO2 emissions while contributing to the attainment of green economic recovery and 
sustainable development. Green Finance is an investment or lending program that incorporates 
environmental impact into risk evaluation and uses environmental incentives to influence business 
decisions, to enhance human well-being, social equity, and ecological integrity while decreasing 
environmental risks (Soundarrajan & Vivek, 2016). The prior research found that the implementa-
tion of environmentally friendly banking practices is significantly impacted by policy, day-to-day 
operations, and investments (Rehman et al., 2021). Empirical result of green banking activities and 
effective implementation of such guidelines found to reduce long-term cost, boost the banking 
industries effectiveness and promote sustainable economic development of the nation in Bangla-
desh (X. Zhang et al., 2022).  Green  financing and implementation of policies related to green 
banking  have positive impact of environmental performance, daily operation and customers 
related performance of the banks and financial institutions (Chen et al., 2022).  The interconnec-
tion between sustainable development and financial sector stability is evident as various factors 
such as climate change, wealth distribution, energy use, competition for water resources, and 
emerging countries' roles will significantly influence the financial sector, necessitating a strategy 
shift to ensure investments in sustainable development and the ability of the financial sector to 
handle sustainability risks (Weber, 2015). The collaborative efforts of banking institutions in 
promoting green recovery have been acknowledged as essential, particularly in emerging econo-

mies. In addition to this, central banks and financial authorities have actively participated in the 
formulation of sustainable banking frameworks and regulations to bolster green finance initiatives. 
The implementation of the green banking concept in emerging economies will enable banks and 
firms to efficiently utilize their limited resources, address the global challenge of sustainability, 
and protect the natural environment, through financing green technology and pollution-reducing 
projects, as part of a broader green initiative (Jaydatta & Nitin, 2017). 

 South Asian countries have made notable advancements in the implementation of green 
banking guidelines and policies to tackle environmental challenges and foster sustainable growth 
(Y. Q. Zhang, 2023). The significance of environmental and social risk management guidelines for  
the banking sector is steadily increasing. Banks must integrate environmental, social, and gover-
nance (ESG) risk into their risk management systems, adapt their business and risk strategies, and 
ensure transparency. Efforts are being made to establish environmental regulations and voluntary 
initiatives that establish benchmarks for the measurement and management of environmental risk 
in banks (Bruno & Lagasio, 2021). The importance of climate risks and the necessity for banks to 
allocate credit and investment to more sustainable sectors have been emphasized by climate 
change and the 2030 Agenda for Sustainable Development. Driven by political pressure and 
concerns about reputation, banks and project companies employ E&S standards for sustainability 
and risk management purposes (Mertens et al., 2023). Environmental risk has an impact on the 
operational and strategic activities of banks, and central banks face distinct challenges in address-
ing this risk. In general, there is a growing recognition of the requirement for guidelines and 
regulations to manage environmental and social risks within the banking sector. The exploration 
of sustainable finance implementation within the financial services industry, particularly in the 
banking sector, has been undertaken, revealing the necessity for improved execution and emphasis 
on environmental sustainability (Mozib Lalon, 2015). The regulatory authorities or central bank 
have important role for greening the financial system and implementation of different policies and 
guidelines in the country (Khairunnessa et al., 2021). Prior research of green banking performance 
in Nepal  found that the environmental training of the employees will positively contributed for 
environmental performance of the banks  (Risal et al., 2018). The efficient application of the 
regulations, guidelines, and circulars of the regulatory authorities in the banks and financial 
institutions has favorably influenced the development of a sustainable path, as indicated by the 
varied findings of the empirical studies.

Conclusion, Implications, and Future Research Directions

 Financial entities in Nepal have been encouraged to incorporate social, environmental, and 
governance considerations into their strategies and choices as per NRB guidelines. The guidelines 
and various circular issued by the NRB are intended to encourage responsible lending, minimize 
risks and promote investment. Nepal Rastra Bank has encouraged BFIs to increase their credit in 
green investment. To promote green financing preliminary draft of the Green Taxonomy has been 
drafted and approved by Nepal Rastra Bank. This study analyzes the implementation status of 
ESRM guideline circulated by Nepal Rastra bank to promote sustainable banking through environ-
mental and social risk management in bank transactions.  Commercial banks are mostly imple-
mented the policy formulation and governance indicators of the guidelines.  The significant 
progression is not found in training and capacity building of their human resource in the banks 

Source: (Park & Kim, 2020), (Asim et al., 2020), (SBN Country Report 2022)

 Environmental and social risk management guidelines is mandatory policy and 
procedure circulated by Nepal Rastra Bank as a green and sustainable banking guide-
line.  There is a different code of conduct for the implementation of such initiatives in 

regarding environmental and social risk management. Regarding the incorporating environmental 
and social risk in core risk management found a significant progression of the commercial banks 
in different indicators issued by the Nepal Rastra Bank. However, the banks are not adhering to 
the rules when it comes to rejecting loans from the exclusion list, and none of them have rejected 
any transactions related to E&S risk management. It suggests that instead of actively participating 
in risk analysis and rating in their business operations, regulators should exercise caution regarding 
the potential danger posed by banks and concentrate instead on completing compliance obligations.
 
 Nepalese banking sectors are beginning to adopt the sustainability practices and they are 
effectively implementing the guidelines and various circular issued by the Nepal Rastra Bank. The 
implication of the sustainable banking practices and green banking guidelines have potential to 
drive positive changes in financial industry. It promotes reputation and brand values, environmen-
tal sustainability, social responsibility, investment opportunity and long-term economic growth in 
the country. The integration of ESG consideration into core business strategies and decision-mak-
ing process will helps to minimize overall risk of the banking industry. 

 The study usages only the secondary data of ESRM report published by NRB. Further 
research should examine the overall green banking and environmental performance of the com-
mercial banks by collecting and analyzing qualitative and quantitative data compromising individ-
ual performance of the banks. Further study can evaluate the financial performance and overall 
sustainability status of commercial banks with align from the compliance of ESRM guidelines in 
Nepal.  Additionally, the research may be conducted the investment of banks in accordance to the 
guidelines of green finance projects and overall mitigated environmental harmful activities and 
such environmental risk of financing projects.
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forms the global economy and socio-cultural interdependence. Notably, migration from South 
Asia to developed countries has surged, a trend projected to endure. In Nepal, where the labour 
force comprises, 79.60 percent aged 15 to 64 (CEIC, 2021), 56 percent of households have the 
opportunity to receive remittances (NLSS-III, 2011), contributing almost 30 percent to the coun-
try's GDP (WBG, 2021). Remittance revenue is vital for Nepal's economic health, with receipts 
growing from 44.16 million US dollars in 1996 to 7795.56 million US dollars in 2020 (WBG, 
2021). Remittances, essential for developing nations, influence GDP expansion, impacting 
individual income, healthcare, and education (Alishani & Nushi, 2012). Migration-driven remit-
tances fueling economic growth, shaping socio-cultural ties, and enhancing individual welfare 
underscore the indispensable role of global migration in contemporary economies.

 Remittances, typically defined as a portion of a migrant's earnings sent to their country of 
origin, predominantly encompass financial transactions, although non-cash products are also 
considered (Pant, 2004). This term commonly denotes transfers made by migrant workers, yet it's 
crucial to recognize that refugees and migrants without the same legal status also contribute to 
remittances. The increasing flow of remittances from migrants addresses challenges in developing 
nations such as low employment, income rates, rising poverty, and unequal income distribution 
(Dhungana & Pandit, 2016). These financial inflows serve as a vital source of household income, 
alleviating poverty, elevating social standing, and facilitating economic stability. Remittances 
have evolved into a significant government funding source and a poverty eradication strategy, 
with substantial investments in trade and business, alongside conspicuous spending and durable 
goods (Edwards & Ureta; Acosta, 2011). Remittances, encompassing financial transactions from 
migrants, refugees, and those without legal status, play a pivotal role in alleviating poverty and 
fostering economic stability in developing nations.

 Globally, remittances totaled $605 billion, projected to rise by 4.2 percent to $630 billion 
by 2022 (WBG, 2021). Nepal, ranking top in South Asia and sixth globally, heavily relies on 
remittances, constituting 25 percent of its GDP (WBG, 2021). In the latest fiscal year, Nepal 
received NPR 699 billion (USD 6.56 billion) in remittances, representing over 25 percent of the 
country's GDP, marking the fourth-highest share worldwide (ADB, 2021). While remittances buoy 
the economy and elevate purchasing power, they also pose risks, such as the exodus of educated 
professionals seeking employment abroad, potentially resulting in a loss of valuable human 
resources developed with public investment.

 A growing number of Nepalese workers are departing the country in pursuit of employ-
ment abroad, driven by diminished job opportunities at home (Government of Nepal, 2022). The 
quantum of remittances is contingent on the country's conditions and the migrant count within a 
household, creating a reciprocal relationship between overseas job seekers and remittance inflow 
(Byanjanakar & Shakha, 2021). Economic stability prompts Nepalese labourers to seek opportuni-
ties abroad, prompted by recent violent conflicts and limited prospects domestically (Dahal, 2004). 
Migration and remittance patterns are prevalent in regions marked by political unrest, civil wars, 
economic downturns, low entrepreneurial investment, and economic slumps worldwide (Sirkeci et 
al., 2012). Remittance transfers to Nepal employ specific channels like SWIFT or demand drafts, 
with various established remittance providers such as International Money Express (IME), West-
ern Union, City Express, Himal Remit, Prabhu Remit, and Samsara Remit (WBG, 2021). The 

Financial services, because of their intermediary role, have the power to encourage businesses, 
and individuals from engaging in unsustainable behaviors (Louche et al., 2019). Due to their 
substantial influence, impact, and effects on both the social and environmental aspects, these 
financial institutions are required to address various social and environmental challenges, while 
actively and extensively participating in a multitude of sustainable practices (Zimmermann, 2019). 
Sustainable banks are those financial institutions that give high priorities to social development, 
environmental management, financial inclusion, financial literacy, and energy efficiency in their 
core business operations (Kumar & Prakash, 2019). Sustainable organizations also promote and 
encourage their employees to utilize public transportation means, facilitating and ensuring access 
to individuals with disabilities, and deliberately selecting and opting for suppliers and partners 
who adhere to and comply with stringent environmental and social principles and standards 
(Weber, 2005). Thus, sustainable banking is an emerging banking approach stands as value 
generator for their stakeholders with full consideration of environmental and social issues into 
their activities and operations. 

 The main objectives of green banking are to safeguard the environment and natural 
resources, as well as to provide financial services and address social concerns in the nation which  
can reduce environmental pollution and support to achieve  sustainable development goals in the 
country (X. Zhang et al., 2022).  Such practices should  have goal to minimize credit risk, legal 
risk and reputational risk by excluding investments in  environmentally threat project (Hoque et 
al., 2019). The term “green banking” refers to a variety of financial products, such as green bonds, 
green financing, and other financial instruments, that encourage investments in sustainable 
agricultural growth, renewable energy and climate friendly infrastructure. To create sustainable 
green finance, legal and policy frameworks must be in place. By encouraging investments in green 
technologies, renewable energy, and environmentally friendly farming practices, green finance 
may play a significant role in supporting sustainable development and environmental conservation 
in the nation (Soundarrajan & Vivek, 2016). Incorporating green banking practices positively 
affects environmental performance with creating a link between sustainable banking and environ-
mental outcomes. Environmental-friendly products and services significantly contribute to sustain-
able development  (Rehman et al., 2021). Therefore, social well-being, environmental preserva-
tion, and the nation's overall sustainable development are all impacted by the sustainability prac-
tices of banks and other financial organizations. Do not end your paragraph in citation. It is not the 
part of academic writing.

 Low-income countries have significant gap in their comprehension of basic financial 
concepts, as well as the advantages and hazards connected with specific financial decisions (Leora 
et al., 2020). People have difficulty learning about new innovative financial products and services, 
as well as the consequences of violating the rules and regulations related to financing, social and 
environmental aspects, due to a lack of fundamental knowledge,  regulation of government and 
law enforcement agencies (Roy et al., 2015). As a result, sustainable and ethical banking implies a 
compelling alternative to traditional banks and establishes a valuable precedent for achieving a 
new approach to sustainable finance. Moreover, this type of banking provides not only economic 
benefits to stakeholders, but also social and environmental value to shareholders, clients, employ-
ees, investors, and society as a whole (del Carmen Valls Martínez et al., 2020). In the banking 

traditional "Hundi" practice of informal money transfers persists in Nepalese society. The global 
economic impact of the Covid-19 outbreak has disproportionately affected Nepalese migrant 
workers, especially those in tourism, hospitality, and construction, leading to financial crises for 
many (Study et al., n.d.). The post-pandemic repercussions continue to impact Nepal's economy.

 Pokhara, the second-largest valley in Nepal's hilly region, situated in the Western part and 
part of the Gandaki Province, boasts cultural diversity with Gurungs, Brahmins & Kshetris, 
Newars, Thakalis, Magar, and other occupational castes. Gurungs dominate the city, particularly 
in-migrant communities, making Pokhara the leading remittance recipient (WBG, 2021). Many 
Pokhara residents migrate globally for employment, notably to Hong Kong, Malaysia, Australia, 
America, Japan, Korea, Canada, Saudi, Dubai, Qatar, and India. The impact of remittance flows in 
Pokhara sparks a longstanding debate, with studies suggesting both positive effects on livelihoods 
and negative consequences on agriculture. Given Nepal's significant remittance reception, studies 
on its social and economic implications, especially on migrant households, are imperative. This 
study proposes to scrutinize remittance-receiving and non-receiving families in Pokhara, compar-
ing their consumption patterns, human capital investments, and agricultural involvement. The 
research objectives of this study are to analyze the social and economic consequences of remit-
tance on households in Pokhara Valley by accessing and comparing the level of investment for 
human capital improvement between remittance-receiving and remittance-non-receiving house-
holds and to identify if Labour migration in remittance recipient households has led to a lack of 
Labour, which has led to a decline in family’s involvement in farming and agriculture?

Hypotheses
The following hypotheses have been used to validate the test.

H1 :  There is a significant difference in investment level for human capital improvement   
 between remittance recipients and non-recipient households.

H2:  Labour migration in remittance recipient households has led to a lack of Labour, which  
 has led to a decline in family’s involvement in farming and agriculture.

Literature Review

 As per the sixth edition of the Balance of Payments and International Investment Position 
Manual (BPM6), remittances establish an economic link between migrants and their families in 
their country of origin (Study et al., n.d.). The movement of individuals to other countries, whether 
temporary or permanent, facilitates the generation of income that is wholly or partially transferred 
back to the home economies through formal channels like recordable electronic systems or infor-
mal means, such as trusted friends carrying cash (Mashayekhi et al., 2013). Remittance categories 
include compensations of employees, workers' remittances, and migrants' transfers as defined by 
the balance of payment manual.

 Regarding the impact of remittances on the economic development of recipient countries, 
three influential theories need consideration. The Developmental Optimistic School, predominant 
in the 1950s and 1960s, posits that migration leads to North-South transfers of investment capital 

and exposure to liberal, rational, and democratic ideas, fostering development in recipient nations 
(Adenutsi, 2010). In contrast, the Developmental Pessimistic School emerged in the late 1960s, 
suggesting that migration and remittances may not lead to sustainable development. This perspec-
tive argues that the brain drain from developing countries results in a loss of human capital not 
compensated by remittance benefits (Beine et al., 2001; Acosta, 2011). Additionally, it contends 
that remittances may not be invested productively, potentially causing inflation, loss of competi-
tiveness, and increased imports, challenging the recipient's decisions and creating the possibility of 
the Dutch disease (Taylor, 1999; Chami et al., 2008; Imai et al., 2014).

 Furthermore, heightened openness is likely to foster greater integration between the 
remittance-receiving country and the global community, thereby amplifying imports (De Haas, 
2007). This integration may contribute to a cycle of growing dependency, as argued by De Haas 
(2007). The pessimistic school contends that remittances may lead to a decline in labour supply, 
with individuals substituting work-associated earnings for remittance income, potentially reducing 
the labour force (Chami et al., 2008). This substitution effect could result in individuals choosing 
leisure and alternative non-work-related activities over employment (Barajas et al., 2011; Imai et 
al., 2014). Another concern is the potential increase in corruption associated with remittances, as 
the influx of remittance income may make corrupt practices less costly for the government, 
leading to a rise in corruption levels (Abdih et al., 2008). In this perspective, remittances act as a 
buffer between the populace and the government, exacerbating issues related to moral hazards 
(Anaynwu & Erhijakpor, 2010). A third viewpoint, inspired by the Remittances Development 
Pluralists, offers a stance by acknowledging the limitations of both optimistic and pessimistic 
views. Developed in the 1980s and 1990s, the Developmental Pluralistic View rejects the idea that 
remittances strictly yield positive or negative outcomes in receiving countries, recognizing the 
complexity of the relationship between migration and development (De Haas, 2007; Adenutsi, 
2010). This pluralistic perspective highlights the need for new theories that consider various ways 
in which remittances may affect recipient economies, emphasizing the intricate nature of the 
migration-development nexus (Taylor, 1999). Unlike overarching theories, the pluralistic view 
asserts that the impact of remittances is context-dependent, and no single theory can universally 
explain all outcomes.

 Stark's (1985) delineated four distinct motivations for the transfer of remittances: pure 
altruism, pure self-interest, investment, and tempered altruism. The concept of pure altruism 
encapsulates the migrants' selfless concern for the well-being of their families, particularly in 
times of financial decline (Acharya, 2021). The researcher postulated that remittances under the 
auspices of pure altruism escalate during periods of familial destitution. Conversely, self-interest 
as a motivation entails migrants perceiving remittances as investments, thereby envisaging future 
returns upon their repatriation. The insurance motivation posits remittances as financial safety nets 
for both migrants and their families, effectively mitigating risks in both host and home countries 
(Lubambu, 2014). Investment theory posits that families dispatch migrants as a means to augment 
their overall income, thus considering remittances as dividends on their investment in the migrant, 
leading to an upsurge in remittances during periods of economic upturn. Brown (1997) highlights 
the propensity of migrants to amalgamate self-interest and altruism, primarily propelled by invest-
ment and asset accumulation motives, thereby illustrating a convoluted interplay of motivations in 
the realm of remittance behavior.

 Smith (1776) defined human capital as skills gained through experience, education, and 
training, which contribute to societal value. Valdero Gil (1970) found that remittances have a 
significant positive effect on health outcomes in Mexico, particularly for households without 
health insurance. Anten (2010) discovered that remittances have a substantial beneficial effect on 
the nutritional status of Ecuadorian children. Edwards and Ureta (2003) observed that remittances 
improve school retention in El Salvador more than other sources of income. Mansuri (2006) 
concluded that remittances positively affect human capital development and reduce gender-based 
education disparities in rural Pakistan. Acosta (2011) found that remittances decrease child labour 
and increase girls' school attendance in El Salvador. Hanushek (2013) argued that human capital is 
crucial for economic growth in developing nations. Koska et al. (2013) and Acharya and Gonzalez 
(2014) established significant correlations between remittances and human capital development in 
Egyptian and Nepalese children. Headey and Hoddinott (2015) attributed reduced childhood 
malnutrition in Nepal to migrant remittances. Bouoiyour et al. (2016) found that Moroccan house-
holds receiving remittances have increased school attendance. Binci and Giannelli (2018) conclud-
ed that remittances improve children's access to education and reduce child labour in Vietnam. 
These studies collectively highlight the important role of remittances in enhancing human capital 
and contributing to societal development.

 Agriculture is the main source of income in many developing countries, and low labour 
productivity is a major factor in the pervasive rural poverty (Geffersa, 2023). Lucas (1987) identi-
fied both the short- and long-term socioeconomic effects of migration and remittances, pointing 
out that remittance spending and investment eventually had beneficial results despite early nega-
tive effects on labour availability. Studies on migration to South Africa's mines found that 
although migration short-term decreased grain yields, remittance-driven investments eventually 
increased productivity and cattle accumulation, leading to greater salaries at home. Maharjan et al. 
(2013) discovered that migration reduced family labour at farms in Nepal's Western hills, but 
remittances alleviated capital constraints without affecting necessary farming inputs. On the other 
hand, Huy and Nonneman (2015) investigated how migration affected Vietnam's agricultural 
output and came to the conclusion that remittances made up for the loss of workers, encouraging 
greater investment and output in the sector. This demonstrates the complex ways that migration 
and remittances affect the dynamics of agriculture in developing nations. Limited research exists 
on the impact of remittances on household spending patterns in Nepal, particularly in Pokhara 
Metropolitan. Despite numerous studies on remittance effects globally, little attention has been 
given to Nepalese spending habits. Addressing gaps in the literature, it seeks to shed light on the 
consequences of remittances on spending patterns, providing insights into micro and macroeco-
nomic impacts not extensively covered in existing research.

Methods and Materials

 This study focuses on examining the social and economic consequences of remittance on 
house holds in Pokhara Metropolitan City. It analyzes the spending patterns of remittance-receiv-
ing and non-receiving families in various household activities. The study uses a descriptive cum 
comparative research design and collects data from respondents through questionnaires. It also 
employs a comparative research methodology to compare the spending pattern of remittance-re-
ceiving and non-receiving families. The core data for the study come from respondents' question-

naire responses. The study population consists of families in ward number 14 of the Pokhara 
Metropolitan city. A pilot survey was conducted to determine the sample size, with 15 percent of 
households receiving remittance and 85 percent not receiving remittance. The sample size for the 
study was determined using the formula for an infinite population sampling technique. A sample 
size of 200 houses was chosen for the multivariate analysis, with 100 samples from each group. 
Convenience and snowball sampling methods were used for sample selection. The study uses 
quantitative nature of data, from primary sources through structured questionnaire. Both descrip-
tive and inferential analysis have been used as analytical techniques. Descriptive analysis helps in 
summarizing data points to identify patterns. It is a crucial step in statistical data analysis. Inferen-
tial analysis generalizes sample results to the population. Descriptive statistical tools used in the 
study include frequency, percentage, mean, median, and standard deviation. Mean difference was 
used to analyze income and consumption data. Inferential statistical tools used are the chi-square 
test and independent samples t-test.

Research Framework and Definition of Variables

 The following framework has been developed for conducting the research's core theme. It 
demonstrates how the various variables are related to one another.

 

1. Remittance Income  The money and other assets sent to the households of migrants are  
    referred to as remittance income.

    The number of family members who work overseas determines  
    how much money a home receives in remittances. The number of  
    family members who work overseas also supports the independent  
    variable remittance.

1.2  Remittance Amount The remittance amount establishes the income of households that  
    consistently receive remittance revenue, which serves as the   
    primary funding source for household expenses.
    Remittance frequency also assesses how much money households  

    regularly get in remittances. Remittance frequency as a percentage  
    of annual household income indicates how much money a house 
    hold has to cover expenses.

2 Non- Remittance income Non-remittance income is the amount of money people earn   
    domestically or through businesses they run within a nation.
    Income of non- remittance receiving families depends on number  
    of domestic employment workers within a country.

    Heirlooms and family business generate income other then   
    employment and remittance for the family.

Dependent Variables

Results
 In particular, analysis of the data has been carried out per specific objectives, where 
patterns have been examined, evaluated, and conclusions are derived from them. Results have 
been chiefly presented as demographic data from study participants, descriptive statistics analysis, 
independent samples t-test results, and chi-square test findings that examined the influence of 
independent variables on dependent variables. 

 Table 2 shows the genders of the heads of the two research categories households that get 
remittances and those that do not. As per the data, more women-headed households with a mean 
age of 48 in families that received remittances, whereas more men-headed households with a mean 
age of 50 in families that did not get remittances. Due to male family members moving overseas 
for employment and other possibilities, there were more female household heads among the 
households who get remittances. 

Table 3
Independent Samples T-Test Between Remittance Receiving and Remittance Non- Receiving 
Households on Human Capital

Source: Field Survey, 2022 & SPSS output.

 The amount of money spent on human capital by families receiving remittances and those 
not receiving remittances were compared using independent samples t-tests. The test on health 
investment revealed variations in the scores that were statistically significant (t(df= 198)=14.01> 
critical value(1.96), p-value(0.000)< level of significance(0.05), with the mean score for remit-
tance-receiving families being higher (M=39,625, SD=20,267.949) than for remittance-non-re-

ceiving households (M=9,125, SD=7,943.42). The magnitude of the difference in the means 
(mean difference= 30,500.00) was significant. Similarly, the test for comparison of investment in 
education amongst the households showed significant differences (t (df= 179) =6.52, p=0.001) in 
the scores with the mean score for remittance-receiving families (M=93,136.36, SD= 42,920.72) 
which was higher than of remittance non receiving households (M= 55,483.87, SD= 34,474.82). 
The mean difference= 37,652.49 was significant as calculated t- value 6.52 > critical value (1.96) 
and p-value is less than level of significance i.e. (0.001<0.05). Hence, H1 is accepted, and the 
conclusion is drawn that the amount that both households invest in human capital through health 
and education differs significantly.

Table 4
 Remittance Receiving and Remittance Non- Receiving Households* Involvement in 
Agriculture Cross Tabulation, Chi-Square Test for Association Between Nature of Households 
and Involvement in Agriculture

Note: a. 0 cells (0.0%) have expected count less than 5. The minimum expected count is 41.50.
b. Computed only for a 2x2 table
c. *If P value (asymptotic significance) < 0.05, Correlation is significant.
Source: Field Survey, 2022 and SPSS output

 Table 4 shows that only 16 percent of the households receiving remittances are engaged in 
agriculture or farming, while 84% is not. Meanwhile, 67% of families that did not receive remit-
tances are engaged in farming and agriculture. A conclusion can be drawn that a higher proportion 
of households not getting remittances are engaged in farming and agriculture.
To test any association between the nature of households and involvement in agriculture and 
farming, a chi-square test was conducted which resulted in a significant association at a 5% 
significance level between the nature of households and involvement in agriculture and farming; 
[χ2(1,200)= 53.568, p-value 0.002<0.05] which supports second alternative hypothesis (H2) i.e. 
Labour migration for remittances has led to a lack of Labour, which has led to a decline in fami-
ly‘s involvement in farming and agriculture.

Discussion

 The primary objective of the study was to examine the socio-economic repercussions of 
remittances on households residing in Pokhara valley. To accomplish the overall purpose of the 
study, this main aim was further divided into two sub-aims. The initial objective of the study 
aimed to evaluate and compare the levels of investment in human capital, specifically in terms of 
health and education, between two categories of households: those receiving remittances and those 
not receiving remittances. To address the second objective and respond to the second research 
question, Hypothesis 2 (H2) was formulated.

 The first hypothesis asserts that there is a significant difference in the investment levels in 
health and education between the two types of households. The independent samples t-test 
indicates that households receiving remittances allocate a considerably higher amount of resources 
towards the healthcare and education of their family members compared to households that do not 
receive remittances. Moreover, a majority of remittance-receiving households opt for private 
hospitals for superior healthcare services and private schools for better education. On the other 
hand, households not receiving remittances rely on government or public hospitals for healthcare 
and send their children to government or public schools. The findings of this study align with 
numerous previous studies conducted on the same subject. Many studies emphasize the substantial 
variation in investment levels in human capital, with remittance-receiving families allocating 
higher expenditures towards the health and education of their family members compared to 
remittance-non-receiving families (Adams, 2006; Castaldo). Similarly, Mansuri (2006) showcased 
a significant positive impact of remittances on the accumulation of human capital in Pakistan. 

 Likewise, the second objective of this study was to investigate whether labour migration 
for remittances has resulted in a shortage of labour, subsequently leading to a decline in family 
engagement in farming and agriculture. The second hypothesis argues that there is indeed an 
association between the nature of households and their involvement in agriculture and farming, 
suggesting that labour migration for remittances has resulted in a decrease in labour availability 
and consequently reduced family participation in farming and agriculture. The chi-square test 
reveals the existence of an association between the nature of households (remittance receiving and 
remittance non-receiving) and their involvement in agriculture and farming. The NLSS-III (2011) 
study yielded similar findings to those of another study, indicating that emigration leading to a 
lack of workforce results in uncultivated land, decreased agricultural output, and the need to 
import food grains. Similarly, Maharjan et al. (2012) argue that the migration of a family member 
has resulted in a reduction in family labour input on farms in the Western hills of Nepal. However, 
Huy and Nonneman (2015) arrived at a contrasting conclusion in their survey, asserting that the 
migration of male family members actually led to a decrease in available male labour on the farm. 
This, in turn, led to an increase in female participation in farming and the potential utilization of 
remittances to address issues of food insecurity.

Conclusion and Implications

 The research's analyses and findings demonstrate that remittances from overseas have 
positive socio-economic ramifications on immigrant households. It can be inferred that remittance 

income has bolstered the purchasing power of recipient households, leading to an increase in their 
expenditure capacity. By this investigation, families receiving remittances allocate a greater 
portion of their resources to health and education services, which are regarded as investments in 
human capital in comparison to families not receiving remittances. The enhancement of the 
socio-economic status of recipient households has a significant positive impact. Nevertheless, the 
migration for the purpose of remittance has resulted in a decreased labour supply and increased 
reliance on remaining family members, negatively affecting involvement in agricultural activities. 
The study's narrow focus suggests that recipient households allocate more resources to household 
consumption and investment in human capital compared to families not receiving remittances. 
Further research is undoubtedly necessary to comprehensively examine and understand the 
socio-economic consequences of remittances on households, as the current analysis does not 
accurately portray the overall situation for the entire nation. Additionally, it was challenging to 
locate research on the motivation behind remittances during the investigation. Therefore, the 
motivation behind remittances may be a subject for further study and research.

 This investigation holds various implications for practitioners, academics, and policymak-
ers. It can be discussed as a basis for recommendations and areas of future research. As a develop-
ing country, Nepal heavily relies on remittances and subsistence farming. Due to the persistent 
underdevelopment of the industrial and production sectors, there has been an increase in imports 
and a decrease in exports. Despite the study asserting that remittances serve as a significant source 
of foreign exchange and are expanding in the national context, their primary use is to stabilize the 
balance of payments deficit rather than support capital development. Consequently, policymakers 
should formulate measures that can encourage remittance investments in the development of the 
domestic economy and national output, ultimately reducing import trends and balancing payment 
deficits shortly. Similar to how remittance income benefits society by elevating individual income 
and social status, it has had a profound impact on agricultural output. To utilize remittance funds 
to increase agricultural productivity and expand the industrial sector, the government should 
implement initiatives that support agricultural production, small domestic industries, and the 
creation of a robust market.
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sector, it is crucial for risk assessment to detect and manage social and environmental risks. 
Regulation, voluntary actions, and sustainable finance all support responsible banking practices. 
To include sustainability considerations in the basic activities of the financial sectors, cooperation 
between banks, regulators, and stakeholders is required. The importance of good risk assessment, 
sustainable finance, and regulatory framework in accomplishing sustainable aims is enhanced by 
sustainable and responsible banking (Oyegunle & Weber, 2015). The application of green banking 
practices has been considerably aided by the adoption of international standards and the imple-
mentation of regulatory rules and guidelines. Transparent and motivating regulations and 
standards are necessary for the financial sector to act consistently. The use of technology has made 
it feasible to offer eco-friendly products and services. Therefore, encouraging green banking 
practices and achieving environmental goals may need the use of technology (Asim et al., 2020). 
The Equator Principles (Eps) is one of the self-regulatory mechanisms in promoting sustainable 
finance (Contreras et al., 2019).  The banks and financial institutions have international business 
with higher profitability and stronger corporate governance are highly motivated to adopt Eps. It 
can promote sustainable finance and responsible banking practice (Herbert Smith Freehills, 2013). 
Banks and Financial Institutions (BFIs) can help the private sector adapt to environmental and 
social sustainability by increasing green financing and inclusive lending. BFIs are also addressing 
environmental and social risks in their own operations and reducing their carbon footprint. They  
are concerned about being at a competitive disadvantage if they implement E&S risk management 
procedures  (NRB, 2019). The main aim of the ESRM guideline is for BFIs to incorporate envi-
ronmental & social risk management into the credit risk management process to fully inform the 
credit authority of E&S risks before making financing decisions (Nepal Rastra Bank, 2018). 
ESRM guideline focuses on environmental, social, and climatic risks related to the BFI's client's 
business activities, which are increasingly important for Nepal. It intended to develop and imple-
ment an environmental and social management system (ESMS) in accordance with local and 
international standards. Additionally, it provides E & S risk management tools and templates, and 
explain various applicability in various types of financing. 

 Global scenario of green banking guidelines  

 Nepal is becoming increasingly susceptible to the effects of climate change; it is crucial to 
acknowledge the rising costs associated with such changes and the necessity of implementing 
measures aimed at minimizing carbon emissions. In light of this, Nepal is faced with the urgent 
task of establishing a green financial system that can effectively internalize externalities related to 
the environment, while simultaneously working towards reducing risk perceptions. (UNDP, 2021). 
According to the IFC country progress report (2022), it is essential to develop and implement a 
sustainable finance roadmap to highlight the need and opportunities of green finance in Nepal. 
Some of the green baking policy and initiative in the global scenario are as follows:

the world. Some of the countries like Colombia, Magnolia, Pakistan, Belgium, Sweden, the 
UK, Norway, and the Netherlands follow the voluntary compliance of green banking guidelines. 
But many other countries like Nepal, India, China, Japan, France, Vietnam, Magnolia, Nigeria, 
Lebanon, Indonesia, and Bangladesh implemented mandatorily green baking initiatives(Park & 
Kim, 2020).

Green Investment Opportunities in Nepal

 As the nation with the least advanced development, Nepal  faces the challenge of effec-
tively managing the necessary funds to undertake intricate development interventions aimed at 
mitigating risks and fostering a resilient society (Lohani, 2023). In its pursuit of this objective, 
Nepal is endeavoring to incorporate catastrophic risk reduction and management into the entirety 
of its development process.   In this particular, there is an urgent need to address trade-offs 
between the growth of transportation and energy infrastructure and conservation goals through 
multi-sectoral collaboration and agreements (Adhikari et al., 2023). In Nepal, various financing 
practices have been introduced. However, these practices are currently in a state of evolution. In 
order to establish sustainable financing mechanisms, it is imperative to establish clear operational 
guidelines that align with the existing legislations. (Basnyat et al., 2014). Sustainable banking and 
finance techniques are used to achieve the Sustainable Development Goals (SDGs). Banks and 
financing institutions can support to achieve SDGs by financing for projects that promote sustain-
ability in the nation, such as infrastructure, renewable energy and sustainable agriculture (Feridun 
& Talay, 2023). However, the sustainability performance of those financing institutions can 
measure with the consideration of environmental, social and governance (ESG) issues of project 
financing (Rosalina et al., 2023). 

 Green finance stands out as a crucial element among the many sub-platforms supporting 
the five theme sustainable development goals that the UNDP has adopted. Moreover, banks and 
financial institutions (BFIs) are enhancing their ambition by collaborating with international 
organizations and creating green finance mechanisms. The National Determined Contribution 
(NDC) to the Paris Agreement, the "Guidelines on Environmental and Social Risk Management 
for Banks and Financial Institutions (ESRM)" circulated by Nepal Rastra Bank (NRB) in 2018, 
and subsequent directives for implementation serve as the major guiding frameworks for assessing 
green finance. These frameworks form the basis of Nepal's regulatory-driven approach towards 
the subject matter (Banks et al., 2018). In Nepal green finance opportunity  has the potential to 
unlock a $46.1 billion climate-smart investment opportunity by 2030 (Mahat et al., 2019). Nation-
al Determined Contribution (NDC) has also encouraged green energy, sustainable transport, 
climate-friendly agriculture products, and a low-carbon economic development strategy, this may 
stand as the landmark for shifting traditional finance to green and sustainable finance in banking 
sector.  As of mid-July 2022, the allocation of credit by commercial banks to the sectors of 
agriculture, energy, and small/cottage industry accounted for 12.28%, 5.51%, and 9.85% respec-
tively, in relation to their overall investment. By mid-July 2025, the corresponding percentages of 
total credit extended by commercial banks to these sectors are required  to rise to 15%, 10%, and 
15% (NRB, 2022).  In an effort to promote and stimulate the adoption of Green Financing, a 
preliminary version of the Green Taxonomy is set to be compiled, encompassing a broad range of 
pertinent subjects, including but not limited to the issuance of green bonds, the disclosure and 

assessment of climate-related risks, as well as the identification of capital requirements. The 
submission of the preliminary report, which represents a significant milestone in the ongoing 
process of formulating the aforementioned draft, has been met with approval (NRB, 2023). 

 Green banking and financing are the recently growing practices in Nepal to promote 
eco-friendly projects and initiatives, contributing to sustainable development. Policies and provi-
sions are intended to promote fundings in renewable energy, agriculture, transportation waste 
management, and more aiming to reduces carbon footprint, mitigates climate change, and protects 
natural resources. Additionally, to enhances the reputation of financial institutions by attracting 
socially conscious customers, investors and other stakeholder moving towards the sustainable 
development, environmental protection, and a resilient economy for the future green financing is 
utmost necessary in Nepal. Considering the significance, this study aims to identify the current 
policy provisions and practices of green and sustainable banking guidelines in adherence to 
environmental and social risk management of the commercial banks in Nepal. 

Methodology

 The research is descriptive in nature and based on the secondary source of data.  The 
implementation status of Environmental and Social Risk Management (ESRM) guidelines in 
commercial banks, as well as other policies, provisions, and priorities for the growth of green 
finance, were evaluated. The study's purview is restricted to the financial industry, and data 
analysis from financial institutions other than commercial banks was also disregarded. Data and 
statistics for the analysis are taken from the Nepal Rastra Bank's ESRM report for the fiscal years 
2078/79 and 2079/80 and policy provisions regarding the same.  The reports include the data from 
the BFI reporting templates found in ESRM guidelines Annex 11 of the NRB. The study examines 
the current status of policy formation and governance, employee training and capacity building for 
ESRM, and the integration of environmental and social risk into core risk management of the 
commercial banks. The study also revies the policy, provisions and opportunities to develop 
sustainable and green banking practices in Nepal. 

Results and Discussion

Policy provisions to support sustainable and green banking in Nepal
 The major policy and guideline about green banking and sustainable banking practices in 
Nepal is ESRM for banks and financial institutions in Nepal. Climate Change Financing Frame-
work (2017), Climate Change Policy (2011), Forest Investment Program: Investment Plan for 
Nepal (2017). Industrial Enterprises Act (2020) and Agriculture Development Strategy 
(2015-2035) were also supported for sustainable banking, sustainable finance and green banking 
practices in Nepal.  The ESRM guidelines have been formulated with the intention of assisting 
banks and other financial institutions (BFIs) in the management of environmental and social risks 
that are associated with their operation (Nepal Rastra Bank, 2018). This is achieved through the 
provision of exemplary practices and tools for risk management, while also promoting the adop-
tion of low-tech and environmentally conscious while financing decision. Climate change financ-
ing framework (2017), content pertain to various aspects of Nepal's sustainable development and 

the mitigation of climate change through banking activities and services.  The Industrial Policy 
enacted in 2011 has been designed with the intention of fostering the growth of reliable and 
long-lasting industrial entrepreneurship. This policy actively advocates for the adoption of envi-
ronmentally conscious technologies by companies, thereby encouraging sustainable practices and 
minimizing the negative impact on the environment. Moreover, one of the core objectives of this 
policy is to facilitate the transformation of existing sectors into models that are not only devoid of 
pollution but also free from carbon emissions. By emphasizing the importance of these transfor-
mative measures, the Industrial Policy of 2011 aims to pave the way for a greener and more 
sustainable industrial landscape. The acknowledgment of the importance of sustainable agricul-
ture, encompassing organic farming, clean technology, animal welfare, and the preservation of 
biodiversity, is a fundamental aspect of the Agriculture Development Strategy 2015-2035. The 
Climate Change Policy (2019) places great importance on the establishment of climate-resilient 
infrastructure, the promotion of climate-resilient socioeconomic development, and the adaptation 
of natural resource management strategies to accommodate the impacts of climate change. In 
order to effectively tackle the challenges posed by climate change, this policy also establishes a 
dedicated fund to address climate change-related concerns. Nepal’s Second Nationally Determined 
Contribution (NDC) under the Paris Agreement delineates its dedication to the advancement of 
low-GHG emission development, sustainable energy production, the implementation of e-vehi-
cles, biogas infrastructure, and the attainment of carbon neutrality in renowned tourist areas. The 
National Adaptation Plan endeavors to mitigate the adverse effects of climate change and enhance 
Nepal’s departure from the classification of least developed countries by means of enhanced 
strategic planning and synchronization with sustainable development goals, with the ultimate aim 
of reducing damage and losses inflicted by climate change impacts (NPC, 2017). 

Following are the sustainable and green banking initiative and guidelines in Nepal: 

Source: IFC Country Progress Report (2022)
 The Environmental and Social Risk Management (ESRM) guidelines of the Nepal Rastra 
Bank establish a requirement for banks to evaluate and mitigate the environmental and social 
impacts of their operations. Furthermore, the baseline report on Sustainable Development Goals 
by the National Planning Commission provides a strategic direction for aligning financial products 
and services with the nation's sustainability objectives. Moreover, the 2019 Environmental Protec-
tion Rules offer additional guidance by setting forth environmental safeguards for various sectors. 
Financial professionals equipped with the requisite knowledge and skills engage in Environmental 
and Social Due Diligence (ESDD) measures to effectively assess and manage environmental and 
social risks. This comprehensive approach, incorporating regulatory frameworks, national objec-
tives, and environmental safeguards, paves the way for a more sustainable and responsible bank-
ing landscape in Nepal (Report, 2022).

 Green banking practices by Implementation of ESRM Guidelines 

 After the introduction of mandatory guidelines on Environment Social Risk Management 
(ESRM) by Nepal Rastra Bank, there has been significant progress observed in the implementa-
tion of ESRM guidelines by the commercial in Nepal. The majority of commercial banks have 
formulated policies and procedures pertaining to ESRM and have demonstrated their commitment 
to human resource development through training and participation in relevant programs. However, 
it is of utmost importance for these banks to integrate environmental and risk management consid-
erations into their core strategies, as this serves as a crucial indicator of policy implementation. 
The results show that banks are not adhering to the rules when it comes to rejecting loans from the 
exclusion list, and none of them have rejected any transactions related to E&S risk management. It 
suggests that instead of actively participating in risk analysis and rating in their business opera-
tions, regulators should exercise caution regarding the potential danger posed by banks and 
concentrate instead on completing compliance obligations. Provided below is an overview of the 
compliance status of commercial banks in Nepal in relation to the ESRM guidelines.
Table 1 
Policy formulation and governance

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79; 2079/80)

Table, 1 depicts the result of policy formulation and governance of ESRM guidelines. Result 
shows that the ESRM policy and procedure formulation and board approval in year I and II have 
88 percent and 100 percent commercial banks respectively. Only 69 percent commercial banks 
were nominated environmental and social (E &S) risk officer in 2078/79 but this result increased 
in 2079/80 by 90 percent commercial banks. All of the commercial banks formulated environmen-
tal and social risk management policy and procedure then approved from their board. However, 
Himalayan Bank Limited and Nabil bank limited did not appointed E & S officer under even 
though mandatory circular made by Nepal Rastra Bank till the study period.  
Table 2 
Employees training and capacity building 

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79; 2079/80.)
 Tables 2 show the data and statistics, providing a quantitative overview of the ESRM 
trainings budget allocation, programs conducted and participated in training workshop and semi-
nars of commercial banks.  In this specific case, 14 commercial banks were allocated budget to 
ESRM training programs in 2078/79 which is 54% of the total banks, whereas only 13 commercial 
banks were allocated in 2079/80. Similarly, 22 banks were planned ESRM training programs and 
participated in the same in 2078/79.  There is no more progress in 2079/80 for the training and 
capacity building for ESRM, Agriculture Development Bank, Laxmi Sunrise Bank, Rastriya 
Banijya Bank, and Standard Chartered Bank were not conducted such programs during the period. 
Table:3
 Incorporation of environmental and social risk in core risk management

Source:(ESRM Report of Commercial Bank of Nepal- Fiscal Year 2078 / 79, n.d.)

 Table 3 presents the particulars concerning the incorporation of environmental and social 

risk into the fundamental risk management practices of banks in accordance with the implementa-
tion of ESRM guidelines. In 2078/79, there were none of banks were rejected loan on the basis of 
the exclusion list criteria, in 2079/80, only one bank (Nepal Bank Limited) follows this indicator 
of the guideline. The Environmental and Social (E&S) Due Diligence (ESDD) was conducted by 
18 banks in 2078/79, and this figure increased to 80% or 16 banks out of 20 commercial banks in 
2079/80. The proportion of the total disbursed loan portfolio subjected to ESDD in first year was 
only 11 banks, which experienced a significant rise to 75% or 15 out of total in next year. The 
E&S Risk Rating indicator, the percentage of transactions that were disbursed based on the 
Environmental and Social (E&S) Risk Rating in 2022, 81% of banks practiced disbursing loans 
based on this rating, a figure that further increased to 90% in 2023. The specific Environmental 
and Social (E&S) Action Plan was employed for 38% of transactions in 2022, and this percentage 
increased to 50% in 2023. Notably, no transactions were rejected for E&S risk management in 
both years. The indicator measuring the proportion to which E&S Risk is integrated into the core 
risk management practices of commercial banks remained constant in both years. Overall result of 
the implementation of guidelines reflects there is significant progress made for incorporation of 
environmental and social risk management into their core business strategies and beneficial to the 
E &S improvement for the commercial banks in Nepal.  Some of the commercial banks such as 
Agriculture Development Bank, Himalayan Bank, NICAsia Bank, and Rastriya Banijya Bank 
need to improve their implementation status of given indicators. 

 Discussion

 The green banking guidelines and Environmental and Social Risk Management (ESRM) 
policies, has been observed in several South Asian nations including Bangladesh, China, India, 
and Pakistan (Y. Q. Zhang, 2023), (Li, 2023). These nations have established comprehensive 
frameworks to encourage banks to adopt environmentally sustainable practices in their operations 
and investments. The application of such green banking practices has resulted in a reduction in 
commercial CO2 emissions while contributing to the attainment of green economic recovery and 
sustainable development. Green Finance is an investment or lending program that incorporates 
environmental impact into risk evaluation and uses environmental incentives to influence business 
decisions, to enhance human well-being, social equity, and ecological integrity while decreasing 
environmental risks (Soundarrajan & Vivek, 2016). The prior research found that the implementa-
tion of environmentally friendly banking practices is significantly impacted by policy, day-to-day 
operations, and investments (Rehman et al., 2021). Empirical result of green banking activities and 
effective implementation of such guidelines found to reduce long-term cost, boost the banking 
industries effectiveness and promote sustainable economic development of the nation in Bangla-
desh (X. Zhang et al., 2022).  Green  financing and implementation of policies related to green 
banking  have positive impact of environmental performance, daily operation and customers 
related performance of the banks and financial institutions (Chen et al., 2022).  The interconnec-
tion between sustainable development and financial sector stability is evident as various factors 
such as climate change, wealth distribution, energy use, competition for water resources, and 
emerging countries' roles will significantly influence the financial sector, necessitating a strategy 
shift to ensure investments in sustainable development and the ability of the financial sector to 
handle sustainability risks (Weber, 2015). The collaborative efforts of banking institutions in 
promoting green recovery have been acknowledged as essential, particularly in emerging econo-

mies. In addition to this, central banks and financial authorities have actively participated in the 
formulation of sustainable banking frameworks and regulations to bolster green finance initiatives. 
The implementation of the green banking concept in emerging economies will enable banks and 
firms to efficiently utilize their limited resources, address the global challenge of sustainability, 
and protect the natural environment, through financing green technology and pollution-reducing 
projects, as part of a broader green initiative (Jaydatta & Nitin, 2017). 

 South Asian countries have made notable advancements in the implementation of green 
banking guidelines and policies to tackle environmental challenges and foster sustainable growth 
(Y. Q. Zhang, 2023). The significance of environmental and social risk management guidelines for  
the banking sector is steadily increasing. Banks must integrate environmental, social, and gover-
nance (ESG) risk into their risk management systems, adapt their business and risk strategies, and 
ensure transparency. Efforts are being made to establish environmental regulations and voluntary 
initiatives that establish benchmarks for the measurement and management of environmental risk 
in banks (Bruno & Lagasio, 2021). The importance of climate risks and the necessity for banks to 
allocate credit and investment to more sustainable sectors have been emphasized by climate 
change and the 2030 Agenda for Sustainable Development. Driven by political pressure and 
concerns about reputation, banks and project companies employ E&S standards for sustainability 
and risk management purposes (Mertens et al., 2023). Environmental risk has an impact on the 
operational and strategic activities of banks, and central banks face distinct challenges in address-
ing this risk. In general, there is a growing recognition of the requirement for guidelines and 
regulations to manage environmental and social risks within the banking sector. The exploration 
of sustainable finance implementation within the financial services industry, particularly in the 
banking sector, has been undertaken, revealing the necessity for improved execution and emphasis 
on environmental sustainability (Mozib Lalon, 2015). The regulatory authorities or central bank 
have important role for greening the financial system and implementation of different policies and 
guidelines in the country (Khairunnessa et al., 2021). Prior research of green banking performance 
in Nepal  found that the environmental training of the employees will positively contributed for 
environmental performance of the banks  (Risal et al., 2018). The efficient application of the 
regulations, guidelines, and circulars of the regulatory authorities in the banks and financial 
institutions has favorably influenced the development of a sustainable path, as indicated by the 
varied findings of the empirical studies.

Conclusion, Implications, and Future Research Directions

 Financial entities in Nepal have been encouraged to incorporate social, environmental, and 
governance considerations into their strategies and choices as per NRB guidelines. The guidelines 
and various circular issued by the NRB are intended to encourage responsible lending, minimize 
risks and promote investment. Nepal Rastra Bank has encouraged BFIs to increase their credit in 
green investment. To promote green financing preliminary draft of the Green Taxonomy has been 
drafted and approved by Nepal Rastra Bank. This study analyzes the implementation status of 
ESRM guideline circulated by Nepal Rastra bank to promote sustainable banking through environ-
mental and social risk management in bank transactions.  Commercial banks are mostly imple-
mented the policy formulation and governance indicators of the guidelines.  The significant 
progression is not found in training and capacity building of their human resource in the banks 

Source: (Park & Kim, 2020), (Asim et al., 2020), (SBN Country Report 2022)

 Environmental and social risk management guidelines is mandatory policy and 
procedure circulated by Nepal Rastra Bank as a green and sustainable banking guide-
line.  There is a different code of conduct for the implementation of such initiatives in 

regarding environmental and social risk management. Regarding the incorporating environmental 
and social risk in core risk management found a significant progression of the commercial banks 
in different indicators issued by the Nepal Rastra Bank. However, the banks are not adhering to 
the rules when it comes to rejecting loans from the exclusion list, and none of them have rejected 
any transactions related to E&S risk management. It suggests that instead of actively participating 
in risk analysis and rating in their business operations, regulators should exercise caution regarding 
the potential danger posed by banks and concentrate instead on completing compliance obligations.
 
 Nepalese banking sectors are beginning to adopt the sustainability practices and they are 
effectively implementing the guidelines and various circular issued by the Nepal Rastra Bank. The 
implication of the sustainable banking practices and green banking guidelines have potential to 
drive positive changes in financial industry. It promotes reputation and brand values, environmen-
tal sustainability, social responsibility, investment opportunity and long-term economic growth in 
the country. The integration of ESG consideration into core business strategies and decision-mak-
ing process will helps to minimize overall risk of the banking industry. 

 The study usages only the secondary data of ESRM report published by NRB. Further 
research should examine the overall green banking and environmental performance of the com-
mercial banks by collecting and analyzing qualitative and quantitative data compromising individ-
ual performance of the banks. Further study can evaluate the financial performance and overall 
sustainability status of commercial banks with align from the compliance of ESRM guidelines in 
Nepal.  Additionally, the research may be conducted the investment of banks in accordance to the 
guidelines of green finance projects and overall mitigated environmental harmful activities and 
such environmental risk of financing projects.
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