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THEORETICAL BACKGROUND AND HYPOTHESIS
METHODOLOGY
ABSTRACT Increase in remittances has a positive impact on GDP. DESCRIPTIVE STATISTICS
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impact of remittances on the selected macroeconomic variables in Nepal- a
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Previous studies on these literatures have produced contrasting 8 e 40 | -
conclusions with some studies associating remittances with positive economic 0 § -
growth and vice-versa. Some of the leading studies in remittances are as follows: <
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' ‘ . . . The correlation table indicates that remittance per capita has a strong positive correlation with GDP per capita,
Eem—————— Fig. Scatterplot Diagram of Mean School years against Remittance/Capita Fig Scatterplot Diagram of Exports against Remittance/Capita Capital Formation, Money Supply, Mean School Years.The low p-values indicate statistical significance of the
1980 1985 1990 1995 2000 2005 2010 2015 correlation coefficients. Notwithstanding, the relationship between remittances and exports is found to be negative.
The findings support all three of our hypothesis.The graphs of the data indicate trends that remittances may have an
Fig. Remittance/Capita of Nepal(current US$) from 1980-2015 influence on other macroeconomic variables. In light of our understanding that correlation is not sufficient to prove
causation, further studies using additional testing methods are required.
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o - Sharp increases in remittances at various points in time requires additional studies and provides us with an
© c° opportunity to better test for the possible causes for such increases in remittance. Thus, further study will include
700 - g 5004 ° °c running appropriate econometric regressions after reviewing the data trends and further analyzing the previous
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o o ° - literatures.
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) w2l ; - Nepal’s recent history has also been categorized with political instability. The country became democratic in 2008
500 2 but continues to suffer from weak macroeconomic performances. Our research will include analyzing how
300 - g remittances affected economic growth under two governance scenarios — monarchy and liberal democracy.
S Previous studies have not separated the study between the two governance. Thus, our study will try to identify the
. effects of remittance on different governance systems.
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