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Executive	Summary	
Overview 

Investments in education, health and social protection are the key to improving the state of 
human development in any society. In recent years, Nepal too has invested heavily in these 
sectors, particularly in education and health. Improving access to and quality of education and 
health services continues to be priority agenda items for the country. The coverage of social 
protection in Nepal is currently small. However, there is an increasing recognition among 
policymakers that social protection schemes need to be expanded to cover a larger share of the 
population.  A good understanding of the state of these sectors is therefore important for all 
engaged in human development activities in Nepal. 

This note provides an overview of the progress and current state of access and equity in these 
three sectors.  It also presents evidence on some aspects of quality in the education and social 
protection sectors. While the country has made substantial improvements in different indicators of 
access at the aggregate level, disaggregated data show that disparities in access continue to exist 
across demographic and geographical dimensions.  There is some evidence of improvement in the 
quality of educational inputs over the years, but the quality of outcomes remains poor.  

Common messages 
 
One message common to all three sectors is that enhancing equitable access to services and 
programs requires a special focus on the poor. The poor are disadvantaged along multiple 
dimensions: the poorest two quintiles have the lowest net attendance rates (NARs) and the highest 
percentages of out-of-school children; the highest percentages of underweight children who have 
not been immunized belong to the bottom two quintiles; a very small percentage of the beneficiaries 
of social insurance schemes are from the bottom two quintiles; and only twenty one percent of 
social assistance benefits flow to those below the poverty line.  Furthermore, the poor live much 
further away from education and health facilities than the richer households.  At the same time, the 
financial burden associated with healthcare is much greater for poorer households, as evidenced by 
the higher share of household consumption they need to devote to healthcare.  These observations 
suggest that interventions for enhancing access to health, education, and social protection need to 
explicitly target poor households.    

Another finding that cuts across these sectors is that location matters, and that human 
development interventions need to focus more on the Terai region.  Compared to urban areas, 
rural areas are at a disadvantage in terms of almost all indicators of access in both health and 
education.  The flat terrain of the Terai makes travel in this region easier than in the hills and 
mountains. This geographical advantage translates into shorter travel time to education and health 
facilities for Terai households. Despite this advantage, however, the Terai fares poorly in terms of 
many access and quality indicators in health and education. The percentage of underweight children 
in the Terai is significantly higher than in the hills, even though the former is considered the 
granary of the nation. The four most disadvantaged ethnic groups in terms of child malnutrition 
reside in the Terai and the utilization of public health care facilities is also lower in the Terai than in 
other regions. In the education sector, the Terai has the lowest NAR, the highest percentage of out-
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of-school children, and the highest pupil teacher ratios at all levels of schooling.  The Terai also 
fares poorly in terms of social protection benefits and coverage. The coverage rates of social 
insurance, social assistance, in-kind transfers, and workfare programs are lower in the Terai than in 
other regions. 

These findings reflect the historical neglect of the Terai region by the state and development 
partners. One notable positive development associated with the political changes in the nation after 
2006 is that voices of Terai residents have finally begun to be heard by politicians, policymakers 
and development partners. But there is still a need to deepen human development efforts and 
activities in the region. 

Other key findings in these three sectors are summarized below.  

Education 

Nepal has made impressive progress in making education accessible to all at the primary 
level. Now the challenge is to improve access to education at the post-primary levels. The data 
show a net enrollment rate (NER) of 95% for primary school children, indicating that Nepal is close 
to achieving the MDG goal of universal access to primary education. The NERs and net attendance 
rates (NARs) decrease progressively at higher levels of education: starting at 78% for primary 
schooling, the NAR drops to 42% for lower secondary education and continues falling steeply at the 
secondary, higher secondary and tertiary levels. Furthermore, disparities in access across income 
groups, ethnicities and locations also increase at higher levels. These findings point to the need to 
shift the focus of education interventions aimed at enhancing access to the secondary level and 
beyond.      
 
While the country has achieved gender parity in access to school education, there are 
significant gender gaps in access to tertiary education, in labor market outcomes, and in adult 
literacy.  A key accomplishment in the education sector has been the achievement of gender parity 
in school enrollment rates at all levels. But there is a significant gender gap in enrollment rate at the 
tertiary level1. The male-female difference in adult literacy rate also remains very high (72% for 
males vs. 49% for females). And data on average annual earnings of employed individuals suggest 
that while higher levels of education are associated with higher earnings, the earnings of females 
are significantly below those of males for equivalent levels of education.  Given that gender parity 
has been achieved at the school level, it is reasonable to revise the current policy of providing large 
numbers of scholarships to girls at the school level and redirect more scholarship resources to the 
tertiary level.        
 
Improving the quality and efficiency of education, especially in community schools, needs to 
be a priority agenda item for Nepal.  The quality of education can be defined in terms of the 
quality of inputs, processes and outcomes. The information available on student outcomes from the 
recently completed national assessment of student achievement (NASA) indicates that the quality of 
educational outcomes in Nepal is poor. The poor quality of educational outcomes and the low 
efficiency of the education system are also reflected in the persistently high failure rates (typically 
over 40%) in the national School Leaving Certificate (SLC) exams.  Student performance in these 

                                                            
1 The gender parity index (GPI) in gross enrollment rate (GER) at the tertiary level is only 0.70.  
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assessments and exams is particularly poor in community schools2, indicating the need to focus on 
improving the quality of public education.   The evidence in this note suggests that more progress is 
needed in enhancing the quality of inputs. In particular, the nation is still doing poorly in terms of 
the timely delivery of textbooks and pupil-teacher ratios. In order to ensure that inputs and 
processes are translated into quality outcomes, it is necessary to establish a rigorous system for 
assessing student achievement, monitoring classroom processes and evaluating teacher 
performance3. The government’s ongoing effort to institutionalize NASA is a positive step in this 
direction.   
 
Health 

Nepal’s health system does not adequately cater to the poor. Currently total household out-of-
pocket expenditure on health services in the nation accounts for more than 55% of the total health 
cost. The high cost of health services for households discourages the poor from seeking healthcare. 
According to NLSS III, 43% of the households from the poorest quintile did not seek care during 
illnesses because of financial reasons. Private health facilities play an important role in providing 
health services to the urban population. However, the relatively higher cost of treatment in these 
facilities means that they are not accessible to the poor. While government subsidies in the health 
sector do benefit the poor, the largest share of the total gross health subsidy goes to the middle 
income quintiles. Hence, state support in the health sector currently is only moderately pro-poor. 
More efforts need to put in ensuring greater access to the poor in the health sector.    

Compared to the urban population, the rural population of Nepal is at a major disadvantage 
in terms of access to good health services, facilities and manpower. About two thirds of the 
doctors in the public sector work in urban areas. A significant percentage of doctors in the public 
health system assigned to rural areas and district headquarters tend to leave their posts vacant. On 
the other hand, private hospitals are largely concentrated in urban settings. As a result, there is an 
undersupply of quality manpower and health facilities in rural areas. This is also reflected in health 
service utilization patterns. According to DHS (2011), 59.3% of urban pregnant women take 
antenatal care from doctors as opposed to only 23.3% in the rural areas. Similarly 62.4% of non-
chronic illnesses in urban areas are handled by doctors while only 29.7% of the rural patients 
receive treatment from licensed doctors.    

Knowledge of reproductive health services is widespread and immunization coverage is high. 
Nepal has made impressive progress in the area of reproductive health and vaccination against 
major preventable diseases. Almost 100% of the population between the ages of 15 and 49 has 
comprehensive knowledge about modern contraceptive devices. Similarly, the coverage of 
vaccination against major preventable illnesses is high. For example, the percentage of children 
fully immunized against illnesses as BCG, DPT, Polio and measles is 87% (DHS 2011), up from 
83.5% in 2006 (DHS 2006).    

 

                                                            
2 For example, while over 60% of the SLC exam candidates from community schools failed the exams in 2011. 
3 Furthermore, linking student performance with the career development of teachers can also help to enhance the quality 
of classroom processes.  
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Social Protection 

Social insurance programs currently benefit a narrow segment of the population. The analysis 
in this paper shows that the coverage of social insurance programs is low and regressive since the 
targeted beneficiaries of these programs are government and formal sector employees. There is a 
need to expand social insurance coverage beyond these sectors so that households engaged in the 
informal economy are also protected from idiosyncratic shocks.  
 
While social assistance programs target a broader set of beneficiaries and cover a larger share 
of the poor and marginalized population, leakage to the non-poor is significant. The coverage 
of social assistance programs is relatively high and progressive, with about 35% of the country’s 
population benefitting from cash transfers and scholarship programs either directly or indirectly.  
Marginalized groups such as the elderly, single women, and disadvantaged ethnic minorities are 
explicitly targeted by these programs. However, these programs leave out a large proportion of 
those below the poverty line while benefiting a significant fraction of the non-poor.  Therefore, they 
need to be better targeted, consolidated, and coordinated to reduce leakage of funds and minimize 
overlaps of beneficiaries across the different programs.   
 
Although the coverage of in-kind transfer and public works programs is low, the programs 
address areas of critical importance.  In-kind transfer programs like nutritional supplement 
programs ensure a minimum level of nutrition for pregnant women and newborns.  Public works 
programs mitigate vulnerability of poor households in the short run by providing them with food 
and cash while increasing the long term development prospects of the targeted areas through the 
construction and rehabilitation of rural infrastructure.  
 
Despite a significant increase in government spending on social assistance programs in recent 
years, their impact on poverty and inequality measures is modest.  In the absence of cash 
transfers and scholarship benefits, poverty headcount would increase by only 0.5 percentage points, 
from 25.2% to 25.7%.  This is due to the small size of the benefits and substantial leakage to the 
non-poor resulting from the categorical targeting approach used by most schemes. 
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Chapter	1:	Introduction	

1.1  Background  

1. Nepal’s geography poses unique challenges to its development. Despite a general decline 
in poverty over the past two decades, pockets of poverty still exist particularly in the mountains and 
the Mid and Far Western regions. These areas are cut off from mainstream currents of development 
due to their difficult terrain and physical isolation. Nepal’s development challenges are further 
compounded by its lack of direct access to the sea.  

 
2. Nepal’s recent history has been characterized by political instability and conflict. There 

have been more than 25 changes in government since the introduction of multiparty democracy in 
1990. Between 1996 and 2006, it was engulfed in a violent conflict between the state and Maoist 
insurgents that resulted in the loss of over 13,000 lives and the destruction of physical and social 
infrastructure essential for development. The political transition after 2006 has been swift and 
historic—the Maoist insurgents joined mainstream politics, the country was formally transformed 
from a constitutional monarchy to a republic, and a Constituent Assembly was set up to prepare a 
new constitution. But political instability has continued. Nepal has had six different governments 
since 2006, and the Constituent Assembly has been dissolved after failing to deliver the constitution 
by the deadline of May 27, 2012. New elections to the Constituent Assembly are expected to be 
held in November 2013.   

 
3. Nepal has made some progress in improving human development outcomes even 

through these years of conflict and political fragility.  During this period, real GDP per capita in 
constant 2000 US$ grew slowly, from US$177 in 1990 to US$275 in 2011 (World Bank 2013b), 
reflecting the economic disruptions accompanying political instability and conflict.  However, by 
2012, the Human Development Index (HDI) for Nepal had reached 0.463 from a low value of 0.341 
in 1990 (UNDP 2013)4. At the same time, the national poverty rate registered a decline of 17 
percentage points between 1996 and 2010.  In recent years, the Government has made investments 
in the social sectors a top priory for the country. For example, the largest share of the national 
budget (about 16% ) was allocated to the education sector in fiscal year 2012-13. This is a much 
higher percentage than the average for the South Asia region and OECD (Dundar 2013). Similarly, 
the health sector received around 7% of the budget during this fiscal year, a higher share than that 
for other South Asian countries. The government has also significantly increased its annual 
spending on social protection programs during the past decade. These prioritized investments are 
expected to help accelerate Nepal’s progress in human development.  

 
4. The country is largely on track in terms of achieving most of the Millennium 

Development Goals (MDGs) by 2015. As one of the 189 countries in the world committed to 
achieving the MDGs, Nepal has been placing special emphasis on these goals in the country’s 

                                                            
4The HDI is an aggregate measure of development that combines indicators of educational attainment, life  expectancy, 
and income.   According to the Human Development Report 2010, Nepal was among the faster movers in HDI between 
1990 and 2010 (UNDP 2010).  This progress was primarily a result of improvements in the education and health 
components of the HDI. In terms of HDI ranking, however, Nepal is not doing well. It is currently ranked 158th among 
186 countries with comparable data (UNDP 2013).  
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national plans and strategies starting with the 10th National Plan (2002/03-2007/07). Hence, 
improvements in education and health—two key areas covered by the MDGs—are top priority 
areas for Nepal’s government. According to the MDG progress report for 2010, Nepal is likely to 
achieve targets for 12 of the 17 MDG indicators by 2015. These 12 indicators include all education 
related MDG indicators as well as health related indicators, except for the indicator related to the 
achievement of universal access to reproductive health.  

1.2  Nepal’s State of Human Development in the Regional Context 

5. Approximately 31% of South Asians, constituting 44% of the world’s poor, survive on 
less than $1.25 a day (World Bank, 2013a).  Therefore, global poverty cannot be reduced without 
reducing poverty in the region.  The poverty rate in South Asia has been declining due to sustained 
per capita GDP growth, averaging about 4.3% per year for the last 20 years (World Bank 2013b).  
The $1.25/day poverty rate in Nepal has experienced a steady decline as well, down from 65% in 
1995/96 to 53% in 2003/04 to 25% in 2010/11 5.  The rapid decline in the poverty rate has been 
attributed to a number of factors including an increase in the volume of remittance, movement of 
the workforce away from low-productivity subsistence agriculture to wage labor, and expansion of 
road networks.  Within the region, although the poverty rates remain persistently high in India, 
Pakistan and Bangladesh, countries like Bhutan, Maldives, and Sri Lanka have been successful in 
reducing the poverty rate to a single digit. Recent values for the poverty rates as well as other key 
human development indicators for the different South Asian counties are summarized in Table 1.1. 

 
6. Health indicators in South Asia improved remarkably in the last decade.  The under-5 

mortality rate in the region decreased by 28% between 2000 and 2011, from 89 deaths per 1,000 
live births to 62.  Likewise, the infant mortality rate decreased from 66 deaths per live births in 
2000 to 48 deaths in 2011, a 27% decrease.  The maternal mortality rate in the region decreased by 
almost 50% between 2000 and 2010, from 410 deaths per 100,000 live births to 220, with success 
stories like Afghanistan where the mortality ratio declined from 1600 in 2002 to 330 in 2010.  Less 
dramatic but no less important decreases were experienced by Bangladesh, India, Nepal and 
Pakistan over the past 20 years.  The trend in the proportion of deliveries attended by skilled health 
personnel mirrors the trend in the maternal mortality ratio. The percentage of deliveries in the 
presence of skilled health personnel more than tripled in Afghanistan between 2000 and 2010, from 
12.4% to 38.6%, and comparable gains were experienced by other countries as well.  The HIV 
prevalence rate among population aged 15 to 49 years also exhibited a downward trend with the 
proportion falling from .37% to .29% between 2000 and 2010. 

   
7. The region has made significant progress in improving access to educational services.  

The net enrollment rate (NER) at the primary level in South Asia increased by 14 percentage points, 
from 78% in 2000 to 92% in 2010, although there is a wide variation in the net enrollment rate 
across countries.  Sri Lanka and Maldives have achieved almost universal primary school 
enrollment while it is in the low seventies in Pakistan.  The efficiency in the education system in the 
region improved gradually with an increasing proportion of students surviving to the last grade of 
primary school.  The youth (ages 15 – 24 years) literary rate increased from 73% in 2000 to 80% by 
the end of the decade. However, a gender gap in literacy rate still persists, with lower literacy rates 
for young females in all the countries in the region. 

                                                            
5 The national poverty rates were 42%, 31% and  25% in 1995/96, 2003/04 and 2010/11, respectively (CBS 2012). 
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Table 1.1: Selected Human Development Indicators (2010, unless otherwise stated) 
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Human development index (2013) 0.694 0.548 0.374 0.515 0.538 0.554 0.688 0.463 0.515 0.715 

Proportion of people below $1.25/day (% of 
population) 

22.4*  31.0   36.0*  43.3  1.7*** 32.7  16.0*   24.8  NA 4.1  

Net Enrollment Ratio in Primary Education 88.8 88.1  NA  93.9** 88.6  NA 95.9 94.5 74.1 94.0 

Literacy rate of 15-24 year-olds women and 
men (% of total) 

89.6 79.5  NA 77.0 NA  74.0  NA 83.1 54.9 
**  

98.2 

Government Spending on Education (Percent 
of GDP) 

 NA 2.9 NA  2.2**  4.0 3.3  NA 4.7 2.4 2.0 

Gender Parity in NER  97.5 97.8 69.4  NA 102.1 99.0*  96.4  98.2 81.8 99.8 

Under Five Morality Rate (per 1000 live 
births) 

53.3 64.2 103.9 48.7 55.9 63.4 12.4 50.3 73.7 12.6 

Infant Mortality Rate (per 1000 live births) 38.0 49.7 74.5 38.6 43.6 48.6 10.6 40.6 60.4 10.8 

Maternal Mortality Ratio (Modeled Estimate) 
(100000 live births) 

210.0 220.0 460.0 240.0 180.0 200.0 60.0 170.0 260.0 35.0 

Proportion of Births Attended by Skilled 
Health Personnel (% of total) 

65.6 47.9  38.6*** 24.4 64.5   52.3* 94.8  45.8****  NA NA 

HIV Prevalence Among Population aged 15-
49 Years ( % of total) 

0.8 0.3 0.1 0.1 0.3  NA 0.1 0.3 0.1 0.1 

Incidence of  Malaria (per 100000 people) 4554 1127 2428 1510 100.0 1124 NA  103.0 881.0 21.0 
Source : World Development Indicators  (World Bank 2013b) ; International Human Development Indicators (UNDP, 2013); UNESCO Institute for Statistics ; CIA Factbook, Bangladesh Primary Education 
Annual Sector Performance Report; Flash I Report 2004-11; India 2011 Census 
Note  * refers to 2008 data, ** refers to 2009, *** refers to 2012, **** refers to 2011 
Note : NA refers to the unavailability of data in last five years  
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8. Along with the other countries in the region, Nepal too has experienced significant 
improvements in health indicators.  Overall, the health indicators for Nepal have improved faster 
than for South Asia as a whole. The under-five mortality rate in Nepal declined from 61deaths per 
1000 live births in 2006 to 54 in 2011 although the infant mortality rate decreased at a slower pace, 
down to 46 from 48 deaths per 1,000 live births (DHS 2006; DHS 2011).  The latter trend is in 
sharp contrast to the positive experience of Bangladesh whose infant mortality rate dropped from 47 
to 37 during the same period. The maternal mortality ratio (MMR) declined significantly from 530 
deaths per 100,000 live births in 1996 to 281 in 2006 (DHS 2006), a trend consistent with the data 
from 2009 which showed an MMR of 229 per 100,000 live births (Suvedi et al. 2009).  The 
proportion of deliveries attended by the skilled birth providers nearly doubled between the same 
periods, from 19% in 2006 to 36% in 2011 (DHS 2011).  The prevalence of HIV in Nepal ranged 
between 0.3% – 0.5%, one of the highest rates in the region, for the better part of the last decade, 
while the rate has hovered around 0.1% for all other countries in the region.  The percentage of 
children fully immunized against major preventable illness increased from 83.5% (DHS 2006) to 
87% (DHS 2011). 

 
9. Nepal’s progress in improving access to and efficiency of educational services has been 

impressive.  With an increase in NER at the primary level from 84% in 2004 to 95% in 2011 (DOE 
2004; DOE 2011), Nepal’s NER rate is approaching that of Maldives and Sri Lanka. Gender parity 
in NER has also been achieved in school level education. However, there is  room to improve the 
efficiency of the system as only about three-fifth of the students who enter school in the first grade 
persist to the fifth grade, the last grade of the primary level.  The quality of Nepal’s public 
education system remains a concern as evidenced by the persistently low pass rates in the national 
board exams at the secondary level. For example, in 2011, only 37 percent of students from 
community schools passed the Grade 10 Student Leaving Certificate (SLC) examinations. The 
youth (15 – 24 years) literacy rate in 2010 was 83% with females slightly lagging behind males. 

   
10. Social protection spending has been increasing in South Asian countries and Nepal has 

posted the sharpest increase.  In 2004/05, Nepal spent an estimated 0.5% of its GDP on social 
protection programs including civil service pensions while the average for other South Asian 
countries was 2.3%.  The proportion for Nepal had increased four-fold by 2009/10 with social 
protection spending accounting for 2.04% of Nepal’s GDP. The drastic increase in social protection 
spending was due to new programs like the Karnali Employment Program, expansion of education 
scholarships, programs for endangered ethnicities, and relaxation of eligibility criteria for large cash 
transfer programs like old age allowance, single woman allowance, and disability allowance. The 
spending increase can also be attributed to the increase in benefit levels of existing programs, and 
programs targeted towards ex-combatants and the conflict affected. Besides Nepal, Bangladesh, 
India, and Pakistan also saw an increase in expenditure in social protection.  Without social 
insurance programs, Nepal’s poverty rate would increase from the current rate of 25.2% to 26.6%.  
Similarly, without cash transfers and scholarships, the poverty rate would be 25.7%, an increase of 
0.5 percentage points.  

 
11. In a number of human development indicators, Nepal fares well relative to other 

countries at similar levels of per capita income.  Figure 1.1 plots six key indicators of human 
development against GDP per capita (2005 PPP $) for Nepal and other low income countries as 
defined by the World Bank.  In the education sector, Nepal stands out as a high achiever in terms of 
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NER and gender parity at the primary level in reference to countries with similar per capita GDPs.  
Similarly, national spending on education as a proportion of GDP is also higher for Nepal than what 
would be expected based on its income level alone. In fact, Nepal performs better than a number of 
countries with higher per capita GDP in terms of primary NER, public spending in education, and 
GPI in primary NER.  Nepal’s achievement in health is a reflection of the investments the country 
has made in the sector.  Under-five and maternal mortality rates for Nepal are distinctly lower than 
the rates for other countries at similar levels of per capita GDP.  However, Nepal fares relatively 
badly in terms of the proportion of births attended by skilled health personnel in spite of 
improvements in this indicator in recent years. 
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Figure 1.1: Human development indicators for Nepal and other low income countries 

 
Source: World Bank (2013b) 
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1.3  Study Objectives and Coverage 

12. The objective of this note is to analyze the progress made in recent years and the 
current levels of achievement in the education, health and social protection sectors in Nepal, 
focusing primarily on the issues of access and equity, and to some extent quality. Activities and 
programs in these three key sectors constitute the core of human development efforts in most 
countries, including Nepal. This note seeks to provide empirical evidence on the state of these 
sectors, which can inform policy development as well as contribute to the general knowledge base 
in the area of human development. While the analytical approach taken is exploratory and 
descriptive in nature, the note goes beyond the aggregate national level statistics discussed in 
Section 1.2. More specifically, it looks at how the picture of access and quality changes when the 
data are disaggregated by gender, location, income group and ethnicity. 

   
13. The analyses in this note draw upon two types of information sources. The first source 

includes the latest two rounds of the Nepal Living Standards Survey  (NLSS II and III) conducted 
by the Central Bureau of Statistics (CBS) in 2003/04 and 2010/11, respectively. These household 
surveys provide rich information on income, consumption, education, health, employment, 
economic activities, and a host of other topics at the level of the household and individual. This 
information is not available in the data provided by the management information systems of the 
individual sectors 6 .  The second source comprises of secondary data extracted from various 
publications and reports in the three sectors. The core analytical work in this study is based on 
NLSS data. 

 
14. The key topics covered in this study are as follows. The issue of access is analyzed in 

detail in all three sectors. The discussion on access in the education sector starts by analyzing the 
progress in net attendance rates, which are aggregate indicators of access. It then looks deeper into 
the demand and supply sides of access, focusing on indicators like the number of schools, state 
spending on education, proximity of schools to households, and the cost of schooling. In the context 
of the health sector, access is analyzed in terms of the time required by households to reach health 
facilities, the coverage and utilization of a number of health services, and household expenditures 
on healthcare. The discussion on access to social protection programs focuses on the coverage of 
social insurance programs, social assistance/safety net programs, in-kind transfer programs and 
public works program. 

 
15. The analysis of quality issues is performed only for the education and social protection 

sectors, and is limited in scope and depth due to data constraints. In all three sectors, the 
analysis of equity focuses on disparities in access across genders, locations, income groups and 
ethnicities. It also discusses inequities in the distribution of state resources across population 
groups. Equity of quality is analyzed only in the case of the education sector.  

 

                                                            
6 For example, in the education sector, most of the information on education variables used by policymakers come from the government’s education 
information management system (EMIS) and financial management system.  The EMIS collects school-level aggregate data on children currently 
enrolled in school. On the other hand, the NLSS data provide information on household economic and demographic characteristics of individual 
children who participate in schools as well as those who do not. Furthermore, they also provide information on labor force participation and earnings 
of adults along with their educational qualifications. 
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16. There are certain limitations to this study. This study uses descriptive statistics to analyze 
regional and national trends in the education, health, and social protection sectors. It does not use 
regression analysis and other statistical techniques to test hypotheses or explore causal explanations 
for the findings. The reported figures are drawn from multiple sources, each with its own survey 
and sampling methodology. Hence, comparison of figures from these various sources may not 
always be valid. 

 
17. This note consists of four chapters. Chapter 2 analyzes the state of access, quality and 

equity in the education sector. Chapters 3 and 4 discuss the issues of access and equity in the health 
and social protection sectors, respectively. Each chapter concludes with a summary of the key 
findings and their policy implications.  
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Chapter	2:	Education	

2.1  Introduction 
 
18. Nepal is committed to achieving the Education for All (EFA) goals and Millennium 

Development Goals (MDGs) by 2015. Improvements in access to and gender equality in education 
are two important goals emphasized by the MDGs (MDG 2 and 3). The Education for All goals also 
focus on access and equity issues while emphasizing the importance of all aspects of education 
quality (UNESCO 2007). Given Nepal’s commitment to meeting the MDGs and EFA goals by 
2015, enhancing equitable access to and improving the quality of education have been the 
overarching goals of all recent national level education programs in the country. 

 
19. Nepal has undertaken a series of national level programs and projects in the school 

sector during the past two decades to improve equitable access to and quality of education.  
The Education for All Program (EFA, 2004-09) and the ongoing School Sector Reform Program 
(SSRP, 2009-14) are the final two programs in the series under the government’s 15 year Education 
for All National Program of Action. The key goals of both these programs include improvements in 
access, equity, quality and efficiency. The government’s most recent national level project in the 
higher education sector—the Second Higher Education Project (2008-14)—also lists improved 
access to and enhanced relevance and quality of education as the objectives of the project. 

 
20. Aggregate national level data provide evidence of significant progress in the education 

sector, suggesting that the government’s programs are yielding positive results. The NER for 
primary education has reached 95.1% (DOE 2011), indicating that the MDG goal of universal 
primary education will most likely be achieved by 2015.  Similarly, gender parity in primary NER 
has already been achieved. While Nepal will most likely not meet the EFA goal of achieving a 50% 
improvement in adult literacy by 2015, the literacy rate for adults aged 15 and above is now 60%, 
up from around 49% a decade ago (CBS 2011). These improvements have taken place in spite of a 
high degree of political instability in the country during the past two decades.   

 
21. In order to better understand the progress in the education sector, it is necessary to 

look beyond national level key indicators and analyze disaggregated data on access, quality 
and equity. A deeper understanding of the progress in access can be obtained by looking at both 
the demand and supply sides of access utilizing household survey data along with administrative 
data from the education sector. The analysis of quality issues in Nepal poses a challenge because of 
data limitations.  Reliable data on the quality of school processes are not available and there is 
limited information on the quality of outcomes. Hence, the analysis of quality in this chapter will 
only focus on the quality of selected inputs and outcomes.  Equity in access and quality will be 
examined by investigating the disparity in different access and equity indicators across genders, 
locations, income groups and ethnicities. The analysis in this chapter is descriptive in nature and 
will rely primarily on two sources of information: the Ministry of Education’s  progress reports 
based on data from their Education Management Information System (EMIS)7, and  NLSS data for 
2003 and 2010 (NLSS II and III).   

 

                                                            
7 The data from the EMIS are school-level self-reported data. These data have not been independently verified.    
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22. The rest of this chapter is organized as follows. Section 2.2 discusses the progress Nepal 
has made in the past decade in enhancing access to education. Starting with an overview of access 
as measured by enrollment and attendance rates, it proceeds to look deeper into the supply and 
demands sides of access. Section 2.3 describes Nepal’s progress in enhancing the quality and 
efficiency of schooling, focusing on a few indicators related to the quality of inputs and outcomes.  
These two sections do not delve into the issue of equity. The focus of the fourth section is equity of 
access and quality in the education sector. The final section presents some concluding remarks.   

2.2  Access to Education 

23. During the past decade Nepal has made significant progress in enhancing access to 
education at all levels. In particular, administrative data from the government’s education 
management information system (EMIS) show that the NER for primary education has increased 
from 84.2% in year 2004 to  95.1% in 2011 (DOE 2004; DOE 2011)8. The NERs for lower 
secondary and secondary education have also increased quite significantly during this period. The 
NLSS data, which include household survey information on the grades currently attended by 
individuals, provide further evidence of the improvement in access to education. Table 2.1 
summarizes the changes in net attendance rate (NAR) 9 between 2003 and 2010, estimated using 
NLSS data, at the primary, lower secondary, secondary, and higher secondary levels. There has 
been an improvement in NAR at all levels during this period.  However, the biggest increases in 
NAR have taken place at the secondary and lower secondary levels, respectively, suggesting that 
post-primary education is rapidly becoming more accessible. 

Table 2.1 :  Net attendance rates (%) by grade level based on 2003-04 and 2010-11 NLSS data 

Year 
Primary (grades 
1-5) 
NAR 

Lower Secondary 
(grades 6-8) 
NAR

Secondary  
(grades 9-10) 
NAR

Higher Secondary 
(grades 11-12) 
NAR 

2003 72.0 29.0 15.0 5.0
2010 78.4 42.0 28.2 12.9
Change 6.4 13.0 13.2 7.9
Source: Authors’ estimates using NLSS II and NLSS III data  

24. Despite this progress, access to post-primary education continues to remain a 
challenge.  Along with the impressive increase in net enrollment rate at the primary level, the 
“bulge” of children entering post primary education has also increased.  But as shown in Table 2.1, 
there continues to be a steep drop in NAR beyond the primary level, with rapidly declining NARs at 
higher levels.  In particular, the NAR at the higher secondary level is only 12.9%.  Access to 
tertiary education is even more limited10 .  It should also be noted that there is a significant 

                                                            
8  Nepal ranks second among the countries in South Asia in terms of NER at the primary level. The primary level NERs 
for India, Bangladesh , Srilanka, Maldives, and Pakistan are  92%, 86%, 94%, 96%  and 74% respectively (UNESCO 
2011). 
9 NER takes into account students formally enrolled in school, regardless of whether or not they are attending school 
regularly. On the other hand NAR deals with enrolled students who are actually attending school. Hence, NAR is  
generally lower than NER. As the NLSS questionnaire asks households whether their children are attending school 
rather than whether they are enrolled in school, the discussion in this note focuses primarily on NAR.    
10 Since it is difficult to specify the desired age range for tertiary education, it is relevant to look at the gross attendance 
rates (GARs) at this level.  The GAR for tertiary education increased from 5% in 2003 to 17% in 2010 (NLSS 2003; 
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difference between enrollment rates (as reported in the EMIS administrative data) and attendance 
rates (computed using NLSS data) at the primary level (NER was 95.1% while NAR was 78.4% in 
2010). While this difference can be partly attributed to the differences in data sources for the two 
indicators, it nevertheless suggests that the success Nepal has enjoyed in enhancing student 
enrollment needs to be accompanied by a concerted effort to ensure better attendance among those 
enrolled. 

 
25. These data represent aggregate level information. A deeper understanding of the state 

of access to education can be obtained by looking at the supply and demand sides of education 
separately.  Access indicators such as NERs and NARs reflect the results of the interaction 
between the supply of educational services and household demand for education. The availability of 
schools and teachers, proximity of schools to households, state expenditure on education are some 
key indicators of supply. Similarly, demand side indicators, which are functions of household 
preferences and constraints that affect the use of the services supplied, include inter alia, family and 
cultural background of students, direct private costs of education, and scholarships or financial 
assistance received by household. 

Supply of Educational Services 

26. The number of schools in the country increased by 30.8 % from 26,277 in 2004 to 
34,361 in 2011 (DOE 2004; DOE 2011).  During this period, the percentage of students and 
teachers increased by 27.1% and 75% respectively. Overall, the pupil teacher ratio (PTR) declined 
from 42 in 2004 to 29 in 2011, indicating that the increase in schools and teachers has kept pace 
with the increase in student population. As shown in Table 2.2, in percentage terms, the lower 
secondary level has experienced the largest increase in schools (86%) as well as teachers (88%)11. 
Similarly, the growth in the supply of schools and teachers at the secondary level has also been 
quite significant. These changes are largely driven by Nepal’s earlier success in dramatically 
improving access to primary education, which has resulted in an increasing number of students 
pursuing studies at the post-primary levels.  

 
27. The vast majority of students receive their education in community schools.  The 

government categorizes schools into two types: community schools (schools which are supported 
by the government for teacher salaries and other expenses), and private or institutional schools 
(supported by parents and trustees). Community schools which are managed by the local 
community through formal agreements with the District Education Offices are called Community 
Managed Schools12.  In addition to these categories, there are some religious schools13 which have 

                                                                                                                                                                                                     
NLSS 2010).  The specified age group for the primary level is 6-10 years, while it is 11-13 years for lower secondary, 
14-15years for the secondary, 16-17 years for the higher secondary and 18-23 years for tertiary level. Early or delayed 
entry and repetitions result in GERs exceeding 100. 
11  The largest increase in the number of schools was at the higher secondary level. However, in most cases, these 
higher secondary schools were simply extensions of existing secondary schools. Only a small number of new higher 
secondary schools were constructed.  
12 These schools have greater authority than other community schools in managing their affairs, including in the 
recruitment of teachers.  
13 These schools are known as Madarshas (Islamic schools), Gumbas/Vihars (Buddhist schools),   and 
Ashrams/Gurukuls (Hindu schools). 
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been mainstreamed into formal education and receive grants from the government (DOE 2011)14. 
As shown in Table 2.2, approximately 84.6% of the schools are community schools and the 
remaining 15.4 % are institutional (i.e., private) schools. 

Table 2.2 :  Number of schools in Nepal by levels and types, 2004 and 2011 

   
Year 

Number of schools Number of 
students 

Number of 
teachersCommunity Institutional15 Total 

Primary level   
2004 21,888 2,858 24,746 4,030,045 101,483
2011 28,075 4,983 33,881 4,782,885 173,714
Change 28.3% 74.4% 36.9% 18.7% 71.2%
Lower secondary level   
2004 5,664 1,772 7,436 1,444,997 25,962
2011 10,431 3,317 13,791 1,812,680 48,848
Change 84.2% 87.2% 85.5% 25.0% 88.2%
Secondary level   
2004 3,258 1,289 4547 587,556 20,232
2011 5,525 2,399 7924 848,569 35,675
Change 69.6% 86.1% 81.1% 44.4% 37.4%
Higher secondary level   
2004 720 191 911 72,942 -
2011 2,495 884 3379 353,338 17,445
Change 247.0% 363.0% 271.0%               384.0% -
Total    
2004 23,140 3137 26,277 6,135,540 147,677
2011 29,063 5,298 34,361 7,797,472 258,237
Change 25.6% 68.8% 30.8% 27.1% 74.8%

Source: EMIS (DOE 2004; DOE 2011); World Bank (2005)  
Note 1: The sum of the number of schools across the different levels is different from the total number of schools since higher level schools offer 
education at the lower levels as well.    
Note 2: This table does not include religious schools 

28. Community contribution has played a significant role in increasing the number of 
schools at all levels.  In general, community schools in Nepal are established and upgraded through 
community initiatives16. Communities have played a particularly important role in establishing 
higher secondary schools and tertiary educational institutions17 . Between 2004 and 2011, the 
number of community higher secondary schools increased fivefold from 469 to 2,495 (HSEB 2012; 

                                                            
14  Currently 251 schools/colleges are also providing technical and vocational education.  Out of these 251 
schools/colleges, 42 are regular community schools that provide technical vocational education as an Annex program. 
These programs are affiliated with the Council for Technical Education and Vocational Training (CTEVT). (CTEVT 
2012) 
15 Schools dependent on parent support (through fees), and managed and owned by individuals or private/public trusts.  
16 The government gives approval for and financial support to new community schools only after the communities 
fulfill a set of minimum requirements to run classes.   
17 Government support for community higher secondary schools is limited—they receive financial support equivalent to 
the salaries for two teachers, but this too only after the school has been in operation for a few years. Similarly, in the 
case of community colleges, government support is in the range of 5 -10% of their annual recurrent cost.  
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DOE 2011). Similarly, the number of community colleges increased from 147 to 302. These 
community colleges currently represent 35% of the total enrollment in higher education (UGC 
2004; UGC 2011). 

 

 
29. The private sector also plays an important role in providing access to education.  

There are 5,298 private schools (around 15% of the total schools) and 702 private campuses that 
cater to the needs of around 26.8 % of the currently enrolled students in the country18 (DOE 2011; 
UGC 2011). Among the students enrolled in private institutions, 87.7 % are enrolled in schools and 
the remaining 12.3% are enrolled in institutions offering tertiary education. Between 2004 and 
2010, the number of private schools increased by 68.8% from 3,137 to 5,298 suggesting that the 
demand for private school education is rising rapidly (DOE 2004; DOE 2011). Currently, around 
64.5% of the institutions offering tertiary education are private campuses (UGC 2011). 

 
30. The increase in the number of schools in the country has been accompanied by a 

decrease in commute time to schools. The distance to education facilities can play an important 
role in determining whether children are able to attend school. As shown in Table 2.3, the 
percentage of households within 30 minutes commute from the closest primary school increased 
from 91.4% in 2003 to 94.7% in 2010. At the same time, the average time required by a household 

                                                            
18  Around 20% of school students in the country are enrolled in these 5298 private schools.  

Box 1: Community Managed Schools in Nepal 

The Seventh Amendment of the Education Act 2001 renamed all government funded schools 
as community schools, empowering communities to establish and manage schools, provided 
they have a functional and accountable school management committee (SMC). To support the 
implementation of this Act, the World Bank provided financial and technical assistance 
through the Community School Support Project (CSSP, 2004-2009) which was later integrated 
into the national level Education For All Program (2004-2009) and mainstreamed into the 
current School Sector Reform Program (2009-2014). Community management ownership 
empowers the school management committee, consisting of parents and influential local 
citizens, with a wide range of authority on staffing and fiscal decisions. The school 
management transfer option is available to all communities, and the transfer process is 
voluntary. Communities formally apply to the government for taking over school management 
responsibilities, and receive a one-time incentive grant of about US$1,500.  To date, over 
12,000 schools out of the 29,000 public schools have already been transferred to community 
management. 

Findings from an impact evaluation show that community management has a significant 
impact on access, equity and governance. Using a randomized promotion design to account for 
self-selection into the program, impact estimates derived from an empirical strategy that 
combines instrumental variable and difference-in-difference methods suggest that community 
management helps reduce the share of out-of-school children, particularly from disadvantaged 
population groups, increase the grade progression rate, and enhance community participation 
and parental involvement. On the other hand, there is no effect on teacher absenteeism and on 
student learning levels (see Chaudhury and Parajuli, 2010). 
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to reach the closest primary school decreased from 17 minutes to 13 minutes. Thus primary schools 
are now easily accessible to the vast majority of students in terms of commute time. It is likely that 
the increase in the number of primary schools and the accompanying decrease in commute time for 
students have contributed to the increase in enrolment observed during this period.  Data on 
distance to Early Childhood Education Development (ECED) centers and post-primary schools are 
not available for 200319. However, since there was an increase in the number of schools at all levels 
between 2003 and 2010, it is reasonable to assume that the commute time to these educational 
facilities has also been decreasing.    

Table 2.3 :  Distance to educational facilities: % of households living within 30 minutes from the 
nearest facility and time taken to reach these facilities, 2003 and 2010 

 % of Households within 30 minutes from Average time (mins) for households to reach  
Year ECD Primary Secondary Higher ECD Primary Secondary Higher 

2003 - 91.4 - - - 17 - -
2010 88.8 94.7 71.5 56.3 19 13 35 57
Change - 3.3 - - - 4 - -

Source: Authors’ estimates using NLSS II and NLSS III data 

31. While primary schools are quite close to most households, post-primary schools are 
not as accessible. Nearly 29% of the households are located more than 30 minutes away from the 
nearest secondary school. In the case of higher secondary schools, this figure is even higher (around 
44%).  The commute time to school increases progressively from the primary level to the higher 
secondary level, with higher secondary students spending, on average, 57 minutes each way in their 
daily commute .The higher commute times for secondary and higher secondary schools compared 
to primary schools can be attributed to the fact that the number of schools offering higher levels of 
study is small. Furthermore, as higher secondary schools in particular are concentrated in relatively 
developed locations such as municipalities, district headquarters, and urbanized areas, students in 
many rural areas have to travel longer to reach these schools. 

 
32. The government’s education budget as a share of Gross Domestic Product (GDP) has 

increased by 1.24 percentage points from  3.1% in FY  2003-04 to 4.34 %  in FY 2010-11 
(MOF 2011, World Bank 2013b).  While Nepal’s government expenditure on education as a share 
of GDP is below the average value for developed countries, its share of government budget going to 
education is actually above international standards20. In recent years, the government has been 
allocating around 16 to 17 percent of its annual budget to education (MOE 2011). In FY 2010/11, 
primary education received the largest share of the education budget (68%), followed by secondary 
education 21(17.5%) (DOE, 2010). The annual public unit cost of education was NRs 9,219/student 
at the primary level and NRs 4,237/student at the secondary level.22 Like in most other countries, 
however, the bulk of the budget goes towards teacher salary and other administrative costs, leaving 
limited resources for upgrading the quality and quantity of infrastructure and other schooling inputs. 
                                                            
19 Similarly, data on distance to lower secondary schools are not available for 2010.  
20 The 1999-2009 OECD averages for government spending in education as a share of GDP, and education expenditure 
in government spending were 5.4% and 12.6%, respectively (Dundar 2013).  
21 The secondary level includes both lower secondary and higher secondary. 
22 In dollar terms, the unit costs were around US$124 at the primary level, and US$57 at the secondary level. These 
figures were much lower in FY 2004/2005:  NRs 3215 (US$43.9) for primary and NRs 2,416 (US$33) for secondary 
schooling.    
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Demand for Education 

33. Apart from the supply of educational services, factors affecting the demand for 
education also play an important role in determining access. Demand side factors such as out of 
pocket expenditures on education and the availability of scholarships influence household decision 
making related to children’s education. 

 
34. Households devote a small share of the total expenditure to education, but this share 

has increased over time. As the poverty rate in Nepal has declined from 31% to 25.1% between 
2003 and 2010, and average income of households has increased, the opportunity cost of schooling 
for households has decreased. Thus, the increase in student enrollment can be partly attributed to 
the increase in average household income. According to the NLSS II data, approximately 4.2% of 
total household expenditure was devoted to education in 2003.  This share increased to 7.9% in 
2010, suggesting that as households are getting richer, they are putting more emphasis on educating 
their children23. 

 
35. The cost of education is substantially greater at higher levels, posing challenges to 

economically disadvantaged students. As shown in Table 2.4, in 2010, the cost of education in 
community schools/colleges as represented by household out of pocket expenditure24 on education 
ranged from Rs. 1,332/year for primary education to Rs.13,914/year for tertiary education. In 
particular, there is a big jump in expenditure between lower secondary and secondary grades. The 
low net enrollment rates at the secondary level and beyond can be partly attributed to the increasing 
cost of education at post-lower-secondary levels. This observation points to a need for poverty 
targeted scholarships at the secondary level and beyond.   

Table 2.4 :  Average annual out-of-pocket spending in community schools/colleges 

Year Primary Lower Secondary Higher Tertiary National 

Nominal out of pocket expenditure (NRs)  
2003 1,319 2,568 5,047 8,913 11,395 2,509
2010 1,332 2,504 5,386 10,398 13,914 3,329

Change 0.9% -2.5% 6.7% 14.3% 22.1% 32.7%
Real out of pocket expenditure (2003 NRs)  
2003 1,319 2,568 5,047 8,913 11,395 2,509

2010 740 1,392 2,993 5,777 7,730 1,394

Change -43.9% -45.7% -40.7% -35.2% -32.2% -44.4%
Source: Authors’ estimates using NLSS II and NLSS III data 

36. In real terms, the average out-of-pocket expenditure on education for community 
schools actually decreased substantially between 2003 and 2010 for each level of education, 
with the largest decrease taking place at the lower secondary level. This decrease is related to the 
provision of free textbooks and formal abolition of school fees at the primary and lower secondary 

                                                            
23 The increased share could also be a result of the increasing remittance inflows to households during the past decade.  
24 Out of pocket expenditures include fees for tuition, admissions, uniforms, textbook/supplies, transportation, private 
tuition and snacks.   
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levels under the School Sector Reform Program25. The large increases in student enrollment at all 
levels during this period can be partially attributed to the decreasing real cost of education.   

37. The cost of attending private (i.e., institutional) schools/colleges is much higher than 
the cost of attending community schools/colleges.  The NLSS data show that, in 2003,  the 
average annual cost of attending community schools/colleges was NRs 2,509 26 , whereas the 
average cost of attending institutional schools/colleges was almost four times higher (NRs 9,113). 
While the cost of schooling increased in nominal terms for both types of schools/colleges between 
2003 and 2010, the increase was much higher for private schools,27 thereby making them less 
accessible to poorer households.    

 

38. Along with the increase in access to schooling, there has been a substantial reduction in 
the percentage of out of children in recent years.   According to NLSS II, approximately 21% of 
children aged 5-12 were out of school in 2003. This number decreased to 8.1% by 2010. These out 
of school children include children who never attended school as well as those who attended school 
in the past but dropped out for various reasons. In 2003, the two most cited reasons given by the 
first group for not attending school were the cost of schooling (23%) and their parents’ reluctance to 
send them to school (19%). In 2010, there was a significant reduction in the percentage of students 
citing these economic reasons for not attending school. This change is most likely related to the 
observed reduction in household spending on schooling discussed earlier.   

 

39. Poor academic progress and the need to help with household chores at home have 
consistently been the main reasons why children drop out of school. According to NLSS 2010, 
the reasons most frequently cited by primary school aged children (ages 5-10) for dropping out of 
school are poor academic progress (14%) and the need to help at home (16.5%)28. This result is 
fully consistent with the findings from the 2003 NLSS survey.  Furthermore, the reasons for 
dropping out most cited by secondary school aged children (ages 11-17)29 are also the same—poor 
academic progress, followed by the need to help at home. This finding indicates that improvements 
in the quality of classroom instruction, extra academic support to weaker students, and targeted 
financial assistance to poor students can potentially play a significant role in reducing dropout rates.   

2.3  Quality and Efficiency of Schooling 

40. While Nepal has made notable progress in increasing access to education at all levels, it 
is difficult to evaluate progress on quality due to data limitations. If we view the education 
system as a production function that transforms schooling inputs to student outcomes through 
school and classroom processes, an understanding of quality improvements can be gained by 
looking at the quality of inputs, quality of processes, and quality of outcomes. Within the context of 

                                                            
25 Although the government has declared that “free education” will be provided at the primary and lower secondary 
education in community schools, the absence of a common definition of  “free education” has resulted in some schools’ 
continuing to charge small amounts of fees under different headings.  
26 Cost includes tuition and out of pocket expenditure 
27 The average annual cost for institutional schools/colleges in 2010 was Rs. 15,220.   
28   Interestingly, the need to help at home is cited as a key reason for dropping out only by females (29% of females).  
It is also worth noting that although there are around 123 languages spoken in Nepal, and Nepali is the medium of 
instruction in the vast majority of community schools, only around 1% of the dropouts cited language problems as a 
reason for leaving school.    
29 In this age category, both males and females cite the  need to help at home as a key reason for dropping out. 
However, the percentage  is much greater  for females (23.3% ) than for males ( 16.4%).  
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Nepal, reliable information on the quality of school and classroom processes is very limited, mainly 
because the monitoring of classroom processes does not take place in practice and there is no 
linkage between teacher performance and student outcomes. Similarly, the government has only 
recently started collecting systematic data on student learning outcomes, and the country has not yet 
participated in any international assessment of student achievement. However, the NLSS data do 
provide some information on the socioeconomic outcomes of schooling as represented by wage 
rates in the labor market. Information on the quality of some school inputs, as opposed to home 
inputs, is also available. Taking into account data constraints, the discussion below focuses on only 
a few key inputs including textbooks, teacher/student ratios, and educational qualifications of 
teachers.   

 
41. The availability of textbooks has improved over the years, but a significant percentage 

of students still do not receive textbooks in a timely manner. Textbooks are among the most 
important teaching-learning materials and in the case of Nepal often the only learning materials 
available to students. The government has made a commitment to provide the full set of textbooks 
to all primary level students within the first two weeks of each academic year. In 2004, only 30.4 % 
of students received textbooks within this time frame (DOE 2004). The percentage of school 
students receiving textbooks within the first two weeks of classes more than doubled and reached 
68.1% in 2011 (DOE 2011). The disaggregated figures were 69.4 % at the primary level, 68.5% at 
the lower secondary level and 59.9 % at the secondary level (DOE 2011). While these 
improvements are encouraging, it is clear that over 30% of school students still do not receive all 
textbooks on time.   

 
42. The pupil-teacher ratio has dropped over time at the primary and lower secondary 

levels.  Smaller class sizes can potentially help improve student learning by allowing teachers to 
pay more attention to individual students (Dundar 2013). The PTR at the primary and lower 
secondary levels were 36 and 41, respectively, in 2004.  These figures decreased to 28 and 37, 
respectively, by 2011 (DOE 2004; DOE 2011).  While primary level PTR for Nepal is still high 
compared to the global standard of 24 pupils per teacher (see Dundar 2012), the progress made so 
far is promising. At the secondary level, however, the PTR has actually increased from 22 in 2004 
to 24 in 2011, suggesting that the expansion in the number of teachers at this level has not been able 
to keep up with the growth in the student population. In 2011, the PTR was 28 for primary, 37 for 
lower secondary, 24 for secondary and 26 for tertiary education (UGC 2011; DOE 2011)   

 
43. Along with the overall improvements in PTR, the percentage of fully trained teachers 

at the school level has also increased. In particular, while only 30.5% of the primary teachers 
were fully trained in 2004, more than 92.6% had been trained by 2011. This is especially 
impressive considering that the number of fully trained primary school teachers increased almost 
five fold from around 31,000 to 160,000 between 2004 and 2010. The percentages of fully trained 
teachers at the lower secondary, secondary and higher secondary levels in 2011 were 77.3%, 86.7% 
and 61.7% respectively, suggesting that more teacher training is required at post-primary levels 
(DOE 2011).   

 
44. Ultimately, the quality of education is reflected in student outcomes, including 

academic achievement and socio-economic outcomes. As mentioned earlier, data on the quality 
of outcomes are limited. However, Nepal recently conducted its first, large scale nationally 
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representative national assessment of student achievement (NASA) for grade 8 students, and the 
preliminary findings from this assessment shed some light on the quality of school education. 
Results of the national board examinations for grades 10, 11 and 12 can also be viewed as 
indicators of quality. In addition, an understanding of the quality of socio-economic outcomes of 
education can be obtained from the NLSS data by looking at earnings associated with various levels 
of education.   

 
45. The grade 8 NASA results indicate that the learning outcomes for mathematics are 

lower than for other subjects. The students were tested in Mathematics, Nepali and Social Studies 
in 2011 to assess their achievement levels. The mean scores for these three subjects are 43%, 49%, 
and 49% respectively, indicating that while student performance is weak in all three subjects, 
mathematics is a particularly challenging subject for most students. The assessment findings also 
indicate that students perform relatively well in answering questions that focus on recalling content 
knowledge and poorly in areas requiring complex problem solving (Metsämuuronen and  Kafle 
2013). 

 
46. Low pass rates in national level board examinations in grades 10 to 12 also indicate 

that the learning outcomes of students are low. All students interested in pursuing higher 
secondary education are required to take the School Leaving Examinations (SLC) at the end of 
grade 10. Similarly, board exams are mandatory for students in grades 11 and 12 as well. While 
these high stakes national exams are not comparable over the years, and results tend to fluctuate 
substantially from year to year, the pass rates in these exams have typically been low.  For example 
average SLC pass rates have generally ranged between 30% and 60%, with only 47% of the 
students passing the exams in 2011 (Bhatta 2004, 2005; OCE 2011). Similarly, the pass rates for 
grades 11 and 12 in 2011 were 38.2 % and 47.5 %, respectively (HSEB 2011).  These low pass 
rates also raise questions about the quality of classroom processes—even though the percentage of 
trained teachers has increased significantly in recent years, it appears that the training is not being 
translated into classroom practice. This could be potentially improved by linking the career paths of 
teachers with student performance.    

 
47. Workers with higher educational qualifications have higher wage rates, indicating that 

society views individuals with more education as higher quality workers.  The NLSS data for 
2010 show that an individual with primary education earns a wage rate that is two times higher than 
the wage rate for an individual who has no education (see Figure 2.1 and Table 2.5). Furthermore, 
the wage rate increases progressively for higher levels, with tertiary education completers earning 
more than eight times the wage commanded by workers without any education.   This pattern was 
similar in 2003 as well. However, while the nominal wage rate increased at all levels between 2003 
and 2010, the real wage rate for tertiary education completers decreased.  This reduction could be 
related to the expanding number of tertiary graduates entering the labor force during this period. It 
could also be partially explained by the high outmigration rates of the most competent tertiary education 
graduates. 
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Table 2.5 :  Average annual real wage by education level for all employed workers (in 2003 Rupees)30 
 
Education completed Wage in 2010 (NRs)  Wage in 2003 (NRs) 

No education 12,839 8,520
Primary Level completed 24,528 17,651
Lower secondary completed 44,220 33,681
Secondary completed 67,841 58,981
Tertiary (bachelors and higher) completed 99,695 172, 436
Average for Nepal 29,282 24,776

Source: Authors’ estimates using NLSS II and NLSS III data 

Figure 2.1: Yearly average wages by education levels for all employed workers in 2003 Rupees 

 
Source: Authors’ estimates using NLSS III data 

 
48. While the survival rates to grade 5 and grade 8 are still low, they have increased in 

recent years, suggesting that the efficiency of the education system has increased. The survival 
rate, which reflects the system’s ability to maximize educational output for a given combination of 
inputs, is an important indicator of education quality and efficiency. The survival rate to grade 5 
increased by 6.6 percentage points from 76.2% in 2004 to 82.8 % in 2011. Similarly, the survival 
rate to grade 8 increased by 12.5% from 55%   to 67.5% during this period (DOE 2004; DOE 
2011).  Survival rates are closely and inversely related to dropout rates. The highest dropout rates at 
the basic level are observed in grades 1 and 5 (7.9% and 6.2%, respectively). Grade 10 has the 
highest dropout rate (8.1%) at the secondary level. The interventions discussed earlier in the context 
of dropout reduction could help in further improving the survival rates in Nepal’s education system. 

                                                            
30 The data are for all workers in the formal and informal sectors, including self-employed workers, who had non zero 
income. 
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49. A large percentage of adults still do not know how to read and write even though there 

has been a significant improvement in basic literacy. The most recent national Census (2011) 
has revealed that the adult literacy rate in Nepal is still only 60% (see Table 2.6), even though it has 
increased by 11 percentage points from 49% from the time of the 2001 Census (CBS 2001; CBS 
2011). The literacy rate for the population aged 5 and above is much higher (66%) reflecting the 
impressive growth in school enrollment in recent years. As the current school going population 
transitions into adulthood, the adult literacy rate is expected to improve further. However, a large 
percentage of older adults who cannot read and write will most likely remain in the population.     

Table 2.6 :  Literacy rates, 2001 and 2011 

Year Overall (age 5+) literacy rate (%) Adult (age 15+) literacy rate (%) 

2001 54.1 48.6
2011 65.9 59.6
Change 11.8 11.0

 Source: CBS (2001); CBS (2011) 

50. The quality challenges in Nepal’s school education are also related to governance and 
accountability issues in the sector. For example, the continuing difficulties in ensuring timely delivery of 
textbooks to students can be partly attributed to transparency and accountability problems in the school 
textbook printing and distribution system. More specifically, media reports at the beginning of each 
academic year point to governance problems at Janak Shikshya Samagiri Kendra (JSSK), the 
government-owned publishing house that has a monopoly in the printing of school textbooks for the 
three of the five development regions, as the key reason for delays in textbook delivery. 

 

51. Similarly, there is a near absence of a system for monitoring classroom processes and 
providing feedback to teachers, and there is no formal linkage between teachers’ career paths 
and student learning outcomes. Hence, there are limited incentives for teachers to ensure the 
quality of classroom processes. Making teachers more accountable to the beneficiaries (i.e., 
students and parents) through greater engagement of SMCs and parents in school management, 
teacher recruitment, and the monitoring of school and classroom processes can help enhance the 
quality of teaching and learning in the classroom. As will be discussed later, there is also a 
significant disparity in PTRs across the different regions of the country. This disparity, which 
contributes to overall quality problems in the sector, is related to the slow pace of reforms in teacher 
management, redeployment and recruitment. While progress has been made in teacher 
redeployment during the past year, reforms aimed at devolving teacher recruitment responsibilities 
to SMCs in community managed schools have not been implemented. Enhanced transparency and 
accountability is also required in the scholarship distribution mechanism. The NLSS data show that 
around 6% of the Dalit scholarships goes to non-Dalits, pointing to the need to control leakages in 
scholarship distribution. 

2.4  Equity in the Education Sector 

52. In order to obtain a better understanding of the progress made in enhancing access to 
and quality of education, it is also important to look at how equitably these gains are 
distributed among the population. The enhancement of equity in education has been a key goal of 
all education reforms undertaken by the government during the past decade. The analysis below 
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provides a broad picture of equity in Nepal’s education by documenting how access to and quality 
of education vary across genders, locations, poverty quintiles, and ethnicities. The discussion 
focuses primarily on equity in access to education.  

Equity in Access 

Disparity in access across genders 

53. Nepal has made significant progress in bridging the gender gap in access to education.  
While NER and NAR have increased for both males and females, the increases for females have 
been higher than for males at each level of school education. According to the government’s EMIS 
data, the gender parity index (GPI31) for NER in 2011 has reached .99 at the primary, lower 
secondary and secondary levels, and 1.03 at  the higher secondary level, indicating that gender 
parity in access to school education has been achieved at the national level. However, a significant 
gender gap remains in access to tertiary education, as indicated by a relatively low GPI of .70 in 
GER at the tertiary level (UGC 2010-2011).  As shown in Table 2.7, evidence on the achievement 
of gender parity for school education is also provided by the NAR data for males and females. 
Gender parity in NAR for primary and lower secondary levels has been achieved. And while the 
GPIs in NAR at the secondary and higher secondary levels are lower, it is likely that significant 
progress will be made as the current cohorts of primary and lower secondary students move up to 
higher levels.  The challenge is to retain these students in school and reduce repetition rates. 

 
Table 2.7 :  Variations in net attendance rate (NAR) (%) across genders, locations and 

consumption quintiles by level of education in 2010 

Indicator 
Primary 
(grades 1-5) 

Lower Secondary 
(grades 6-8) 

Secondary  
(grades 9-10) 

Higher Secondary 
(grades 11-12) 

Variations across genders 
Male NAR   76.6 42.5 30.4                         13.4 
Female NAR  80.4 41.4 26.2                        12.4 
GPI in NAR   1.1 0.98 0.88                           0.9 
Variations across urban and  rural areas 
Urban NAR   78.7 56.8 43.3 24.8  
Rural NAR  78.3  39.1 24.8                          9.7 
Variations across ecological belts 
Mountain NAR 88.4 36.3 28.1                            
Hill NAR 84.8 46.3 29.3                          
Terai NAR 71.7 38.8 27.2                            
Variations across consumption quintiles 
Quintile 1 NAR 76.8 24.9 7.6 1.6
Quintile 2 NAR 76.9 31.2 19.8 3.2
Quintile 3 NAR 77.0 46.1 25.2 7.8
Quintile 4 NAR 79.3 52.0 32.5 17.9
Quintile 5 NAR 82.1 63.1 56.5 30.5
Nepal             78.0 42.0 28.2 12.9
Source: Authors’ estimates using NLSS III data 

                                                            
31 The GPI for any indicator is the value of that indicator for females divided by the value for males.   
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Geographical variations in access  

54. In spite of the overall improvements in enhancing access to education, there are 
significant disparities in access to education across urban and rural areas, and across the 
ecological belts of the country.  The figures in Table 2.7 show that, compared to urban areas, rural 
areas have distinctly lower access to education at all levels.  The disparity in access between urban 
and rural areas is especially high at the lower secondary and secondary levels, as evidenced by an 
urban-rural difference in NAR of approximately 18 percentage points at each of these levels. The 
difference is almost equally pronounced at the higher secondary level as well.  Hence, interventions 
aimed at reducing urban-rural disparity in access will need to focus on post-primary education.  
Among the different ecological regions, the hill region has the best access to school education, and 
has the highest NAR at all levels except primary.  The Terai region suffers the most from poor 
access at the primary and secondary levels. Overall, the disparity in access across ecological regions 
is the highest at the higher secondary level. 

   
55. Part of these differences can be explained by variations in commute time to schools 

across geographical locations. Traveling to secondary and higher secondary schools in particular 
is more difficult and time consuming in the mountain regions. As shown in Table 2.8 and Figure 
2.2, the percentage of households living within 30 minutes of the nearest primary school or ECD 
facility does not vary much across geographical locations. However, at the secondary and higher 
secondary levels, the geographical variation in access is quite significant. Whereas 84% of 
households live within 30 minutes of a secondary school in the Terai, the proportion is 62% in the 
Hills and 49% in the Mountains.  Similarly, 70% of households live within 30 minutes of a higher 
secondary school in Terai compared to 48% and 26% in the Hills and the Mountains, respectively. 
Similar differences can also be observed in the average time taken by households to reach the 
different types of educational facilities.  For example, the mean commute time taken to the closest 
higher secondary school in the Terai is only 59 minutes whereas it is 104 minutes in mountain 
region. 

  
Table 2.8 :  Geographical variation in distance to educational facilities:  % of households living 

within 30 minutes from the nearest facility and time taken in minutest to reach the facilities, 2010 

 % of Households within 30 minutes from Average time(mins) for household to reach 

Location 
ECD 
center 

Primary 
School 

Secondary 
School 

Higher 
Secondary 
School 

ECD 
center 

Primary 
School 

Secondary 
School 

Higher 
Secondary 
School 

Mountain       86.4  92.7 49.1 26.2 21 16 53 104
Hill  83.6  91.9 62.3 47.9 25 18 48 79 
Terai  94.5  97.8 84.3 69.7 13 11 24 59 
Urban  97.1  99.3 95.1 91.7 12 6 10 14 

Rural  86.9  93.4 65.2 47.0 21 15 41 68 
Source: Authors’ estimates using NLSS III data. 

 

56. The disparity in commute time to secondary and higher secondary schools across rural 
and urban areas is also acute:  65% and 47% of rural households live within 30 minutes of a 
secondary and higher secondary school, respectively, compared to 95% and 92% of urban 
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households. Similarly, the average time taken to reach a higher secondary school in rural areas is 54 
minutes longer than the time taken in urban areas.  It is more time consuming to commute to school 
in the mountains and the rural areas because these locations have fewer schools and more 
challenging terrains. 

Figure 2.2: Percentage of households within 30 minutes of educational facilities 

 
Source: Authors’ estimates using NLSS III data 
 

57. The share of out of school children (aged 5 to 12) is greater in the Terai and rural 
areas.  The NLSS III data show that among the different ecological regions, the Terai has the 
largest proportion of children (11.2%) who are out of school.  Similarly, rural areas are worse off 
than urban areas. It is interesting to note that the Terai has the highest share of out of school 
children and the lowest NARs at the primary, secondary and higher secondary levels even though 
this region has highest percentage of households within 30 minutes of educational facilities at each 
level. Clearly, physical distance to school is but one determinant of access, and in the case of the 
Terai, it may be relevant to also look at the “cultural and social distance” between home and school 
to better understand the factors influencing school attendance.  

Disparity in access across income groups 

58. Children from richer households have better access to education than those from 
poorer households, and the disparity in access increases for higher levels of education.  Table 
2.7 shows that the NARs are similar across income quintiles at the primary level. However, there is 
a progressive increase in NAR from the poorest consumption quintile (quintile 1) to the richest 
quintile (quintile 5) for higher levels of education.  The disparity in NAR across the quintiles 
becomes increasingly more pronounced for secondary and higher secondary education.  At the 
higher secondary level, for example, the NAR for the richest quintile (30.5%) is 19 times higher 
than the NAR for the poorest quintile (1.6%).  This pattern of increasing disparity in access at 
higher education levels is related to the substantially higher costs of education at higher levels. As 
children from the poor quintiles are less likely to be able to meet the increasingly higher cost of 
education at the secondary level and beyond, their participation in these higher levels is limited. 
This finding points to a need for an expansion of poverty-targeted scholarships at the secondary and 
post-secondary levels. 

  

0
20
40
60
80

100
120

Mountain Hill Terai Rural Urban

P
ec

en
ta

ge
 o

f 
H

ou
se

h
ol

d
s

Locations

ECD Center Primary School Secondary School Higher Secondary School



24  
 

Figure 2.3: Households within 30 minutes of educational facilities by consumption quintiles 

 
Source: Authors’ estimates using NLSS III data 
 

59. The disparity in access to education across income groups is also reflected in the longer 
time poorer households spend commuting to educational facilities. Figure 2.3 shows that while 
90% and 84% of the households in the richest quintile live within 30 minutes of a secondary and 
higher secondary school, respectively, only 56% and 35% of the households in the poorest quintile 
do so.  As shown in Table 2.9, compared to richer households, poorer households live further away 
from educational facilities and need to spend more time to commute to education facilities. The 
disparity in time taken to reach educational facilities increases progressively beyond the primary 
level. The lower NARs for poorer households, especially at the post-primary level, are partly 
explained by the longer commute time they face.   

 

Table 2.9 :  Distance to educational facilities by consumption quintile: % of households living within 
30 minutes from the nearest education facility and time taken to reach these facilities, 2010 32 

Quintiles 
% of households within 30 minutes from 

Average time(mins) for households to 
reach 

ECD Primary Secondary Higher ECD Primary Secondary Higher 

Poorest 84.5 90.2 56.4 34.9 24 18 52 90
Second 84.7 92.5 59.9 40.6 22 18 45 72 
Third 87.9 93.8 65.8 47.5 19 14 42 66 
Fourth 89.3 95.9 75.2 59.9 19 12 31 53 
Richest 94.9 98.4 89.5 83.5 14  8 16 23 

Source: Authors’ estimates using NLSS III data 

 

                                                            
32  NLSS III does not collect data on distance to Lower Secondary Schools. Most Primary and Secondary schools have 
Lower Secondary as well.  
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Variations in access across ethnic groups 

60. The disparity in access across ethnic groups is relatively modest for primary 
education. However, NAR differences are quite substantial at higher levels of education, with 
Dalits and Muslims exhibiting the lowest NARs. Dalits in general face exclusion and deprivation 
along multiple dimensions, and are therefore the most disadvantaged ethnic group in Nepal. During 
the past decade, the government has made a concerted effort to increase their participation in 
schooling through various means, including through the provision of universal scholarships for 
Dalits. These efforts appear to have yielded positive results. According to NLSS 2010 (see Table 
2.10), the primary level NAR for Hill Dalits is 86%, remarkably close to the NARs of Terai 
Brahmans and Newars, who are among the most privileged ethnic groups in the country and rank at 
the top in terms of NAR 33 . At higher levels of education, however, the position of Dalits 
deteriorates substantially. Hill Dalits and Terai Dalits rank towards the bottom, along with Muslims, 
at the lower secondary, secondary and higher secondary levels. Overall, the disparity in NARs 
between the highest ranking ethnic groups (Newars and Brahmans) and those at the bottom is much 
more pronounced at the post-primary levels. Hence, there is a need for interventions that focus on 
enhancing access to post-secondary education among Dalits and Muslims, in particular. 

Table 2.10 : Variations in NAR (%) across ethnic groups by level of education, 2010 

Ethnic groups Primary Lower Secondary Secondary Higher Secondary 

Hill Brahman 84.2 68.4 49.6 31.6
Hill Chhetri 82.8 53.3 37.6 16.8
Terai Brahman 88.4 40.1 24.3 25.0
Terai Middle Caste 66.6 29.9 20.2 3.9
Hill Dalit 85.6 28.6 14.4 1.2
Terai Dalit 64.2 18.8 9.6 1.7
Newar 87.7 58.4 46.7 27.8
Hill Janjati 83.6 39.0 22.9 9.1
Terai Janjati 73.6 39.6 22.3 8.6
Muslim 67.6 12.9 8.4 5.9
Others 61.9 47.9 40.1 10.6
Nepal 78.00 42.00 28.20 12.90

Source: Authors estimates using NLSS III data 

61. The share of out of school children (aged 5 to 12) is greater among poor households 
and households belonging to the Dalit and Muslim communities.  A comparison across income 
groups using NLSS III data shows that there is a negative correlation between household economic 
status and not being in school: in particular, the poorest quintile has 14% children out of school, 
which is seven times higher than that for the richest quintile. Among the different ethnic groups, the 
Muslims (19%) and the Terai Dalits (26%) are the worst off in terms of this indicator. There is, 
however, little difference in the share of out of school children between males and females. 

 
 
 

                                                            
33  In 2003 Primary NAR for Hill Dalits, Terai Brahmans, Newars and Hill Brahmans were 84%, 77%, 89% and 89%, 
respectively 
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Distribution of state resources across population groups 

 

Figure 2.4: Share of educational budget by consumption quintiles 

 

62. The distribution of the overall government education budget is pro poor. Benefit 
incidence analysis of the 2010 education budget reveals that the poorest quintile benefits the most 
from the primary schooling budget. As shown in Figure 2.4, the largest share of the primary level 
budget goes to the poorest quintile (35%). This share decreases progressively for the richer income 
groups, with the richest quintile receiving only 6% of the primary level budget.  On the other hand, 
the pattern of benefit incidence is reversed for higher levels of education. For example, the richest 
quintile receives the largest share of the higher secondary level budget (35%) while the poorest 
quintile receives the lowest share (6%).  However, the overall budget is skewed in favor of the 
poorest quintiles since over 60% of the total school budget goes to primary education, and most 
students from poor households are in community schools at the primary level.  The progressiveness 
and pro-poor nature of the overall budget in general, and primary education budget in particular, are 
also seen in Figure 2.5. 34  According to this figure, the secondary education budget is also 
progressive but not well targeted towards the poor.  On the other hand, the budgets for the higher 
secondary and tertiary levels are definitely not pro-poor.       

  

                                                            
34 If a curve is above the line of equality (45 degree line), the budget associated with this level is targeted towards the 
poor. And if a curve is above the Lorenz curve, then the budget associated with it progressive. Hence, the total budget 
and primary education budget are progressive as well as targeted to the poor. On the other hand, the tertiary budget is 
unambiguously regressive and not targeted to the poor.  
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Figure 2.5: Progressiveness of education budget in Nepal by education levels 

 
Source: Authors’ estimates using NLSS III data & DOE 2010 

 
63. In order to enhance access to schooling, the Government also has provisions for sixteen 

different types of scholarships targeted towards specific population groups in grades 1-12 
(DOE 2011). The scholarships are administered and managed by the Department of Education 
(DOE), the District Education Offices (DEOs), and School Management Committees.  Selection of 
recipients of special types of scholarship like the martyrs, conflict affected, and disabled is made by 
the District Scholarship Management Committee (DSMC) and recipients of Girls and Dalits 
scholarship are selected by the SMCs.  While most of the scholarships are distributed by schools 
based on the list prepared by the schools in coordination with SMCs, some special type of 
scholarships such as conflict affected and displaced students from other districts are distributed by 
the DEOs. Scholarships are also directly administered by Higher Secondary Education Board and 
the University Grants Commission at the higher secondary and tertiary levels of education.  

 
64. The three main scholarship categories are scholarships for the Poor and Talented, 

Girls and Dalits35.  These three scholarship schemes benefit 32.7%, 28.6%, and 29.7% of the 
scholarship recipients respectively. The remaining 8.3% of the beneficiaries receive scholarships 

                                                            
35 Note that girls are eligible to apply for scholarships under any of the categories—not just under the girls scholarship 
category. Hence, scholarship recipients in the poor and talented, Dalit and other categories include girls as well as boys. 
Similarly, Dalits are also eligible to apply for non-Dalit scholarships. However, no student can receive scholarships 
from more than on e category simultaneously.  
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under various other categories.36 As the per student award for the poor and talented scholarship 
recipients is six times higher than the awards for the Girl and Dalit scholarships, around 59% of the 
total scholarship funds go to the poor and talented scholarship recipients. The details on the 
distribution of scholarship beneficiaries and benefits across location of residence, ecological belts, 
ethnic groups and income quintiles are provided in Chapter 4. Apart from providing scholarships, 
DOE conducts enrollment campaigns at the school level during the start of each academic year, and 
also provides midday meals to students in certain parts of the country in an effort to increase the 
demand for education. 

Equity in Quality 

Equity in Quality of Inputs 

65. In spite of overall improvements in enhancing the availability of textbooks, fully 
trained teachers, and reduction in PTR, there are disparities across different locations of the 
country. The figures in Table 2.11 show that the percentage of students receiving a full set of 
textbooks within the first two weeks of classes is lower at each level of education in the Mid-
Western and Far-Western development regions37 .  The disparity is especially pronounced for 
secondary education:  the percentage of students receiving textbooks on time in the best performing 
Western Development Region is almost double that in the Far-Western Development Region. The 
poor performance of the Mid and Far Western regions is partly related to their greater distance from 
Kathmandu, where the textbook printing takes place, and the relatively difficult terrains of these 
regions. However, it is interesting to note that the top performers in terms of timely provision of 
textbooks are the Eastern and Western regions, the only two regions where private sector 
engagement in printing and distribution of school textbooks has been allowed. Hence, there is a 
possibility that greater engagement of the private sector in printing and distribution could help 
improve textbook availability in the poor performing regions as well. 

 
66. While there is little disparity in the percentage of fully trained teachers across 

development regions, there is substantial variation in pupil teacher ratios across the ecological 
regions. As shown in Table 2.11, all development regions have comparable percentages of fully 
trained teachers at the primary level. The geographical variation in this indicator of input quality is 
small at the secondary and higher secondary levels as well.  On the other hand, the disparity in PTR 
across regions is quite substantial, especially at the lower secondary level (see Table 2.12).38 In 
particular, the PTR in the worst performing ecological region (the Terai) is at least two times higher 
than the PTR in the best performing region (Kathmandu valley) at each level of education. Overall, 
compared to the PTRs for all schools (public + private) taken together, the PTRs for community 
schools are consistently higher 39 .The observed disparity in PTR clearly indicates a need for 

                                                            
36  The other categories include scholarships for the conflict affected, disabled, HIV/AIDS affected, Karnali Region, and 
a number of other scholarships.  
37 There delivery of textbooks is organized by development regions (which are administrative divisions) as opposed to 
ecological regions.  Hence, this discussion focuses on development regions.  Similarly, the government tracks teacher 
training outputs also by development regions rather than ecological regions.  
38  PTR across ecological belts is within the norms set by MOE. According to Education Rule 2059BS(2002AD) the 
norms set by MOE for PTR is 50 for Kathmandu Valley and Terai, 45 for Hilly Region, and 40 for Mountain 
region(MOE 2002) 
39  The PTRs for private schools are much lower for each level of schooling (primary-14.9, lower secondary-18.4, 
secondary-10.9 and higher secondary-11.3).   



29  
 

systematic redeployment of teachers across the country from schools with high PTRs to 
underserved schools. As an initial step in balancing the supply of teachers with the needs of 
schools, the government has recently started redeploying teachers in 46 of the 75 districts in the 
country40.    

Table 2.11 : Percentage of students receiving textbooks within the first two week of the academic year 
and percentage of fully trained teachers, 2011 

Development 
Region 

% of students receiving textbooks % of fully trained teachers 

Primary  Lower 
Secondary  

Secondary Primary41 Lower 
Secondary42 

Secondary  Higher 
Secondary 

Eastern 78.3 77.6 60.4 92.5 73.8 85.6 58.6
Central 64.4 65.0 61.3 92.1 72.4 85.9 71.4
Western 85.1 84.9 78.5 93.7 84.5 89.3 73.6
Mid-Western 60.3 53.8 51.4 90.5 79.2 77.4 72.7
Far-Western 59.4 54.6 40.2 95.0 86.4 85.1 77.8
Nepal 69.4 68.5 59.9 92.7 76.5 85.6 70.9
Source: DOE (2011) 

Table 2.12 : Pupil Teacher Ratio at different levels of education by Ecological Belt, 2011 

Eco-belts 
All schools (community + private) Community schools 

Primary Lower 
secondary 

Secondary Higher 
Secondary 

Primary Lower 
secondary 

Secondary Higher 
Secondary

Mountain 22 32 23 20 23 34 24 20 
Hill 23 37 24 20 25 40 29 21 

Kathmandu 
Valley

19 18 12 10 16 23 15 23 

Terai 38 49 30 24 46 62 41 25 

Nepal 28 37 24 20 31 45 31 23 
Source:  DOE ( 2011) 

Equity in Quality of Outcomes 

67. The grade 8 NASA results show a signification variation in student achievement across 
urban and rural areas, across ecological regions and between community and private schools. 
The NASA results summarized in Table 2.13 show a consistent pattern of disparity in student 
achievement across the three subjects in which the students were tested: urban areas perform better 
than rural areas, the Kathmandu Valley has distinctly higher scores than other regions, Dalits lag 
behind other ethnic groups, and private schools clearly outperform community schools. Anecdotal 
evidence indicates that parents generally believe private schools offer better quality education than 
community schools, and prefer to send their children to private schools if they can afford to do so. 
The performance difference between private and community schools in the NASA tests seems to 
validate this belief among parents. It must, however, be noted that the observed performance 
                                                            
40 A total of 1800 teachers have been redeployed within these districts (DOE Status Report, 2012).     
41  The data is  for 2012 since 2011 data was not available  
42  The data is for 2012 since 2011 data was not available 
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differences could be partly explained by the students’ individual and household characteristics. The 
simple descriptive statistics in Table 2.13 do not control for such factors.  Interestingly, the NASA 
test scores show very little gender difference in student achievement in all three subjects, especially 
in Nepali and social studies. Considering that females typically spend more time on household 
chores after school, this near gender parity in student performance suggests that females could 
potentially outperform males if the workload at home is distributed more evenly between men and 
women.   

Table 2.13 : Variations in student achievement across genders, locations, ethnicities, and school types, 
2011 

Population group/region/school 
type 

Average student score (%) in grade 8 NASA 

Nepali Mathematics Social Studies 

Male  48 45 50

Female 49 41 49

Urban   55 48 52

Rural  46 41 48

Mountain  49 41 48

Hill 50 38 47

Kathmandu Valley 64 55 59

Terai 42 44 48

Brahman-Chettri 52 45 52

Janjati 50 41 48

Dalit  45 37  46  

Madhesi 48 49 47

Community schools 46 39 46

Private schools 62 63 63

Nepal 49 43 49
      Source : Metsämuuronen  and  Kafle (2013 ) 

68. Disparity in student outcomes across locations, genders and school types can also be 
seen in the SLC pass rates and pass rates in the board exams for grades 11 and 12.  The SLC 
results for 2011 show a lot of variation across the 75 districts of the country. For example, while the 
five best performing districts have average pass rates above 80%, the pass rates for the bottom five 
districts are below 19%. In particular, Manang, the best performing district, has an average pass rate 
of 93.6%, which is seven times higher than the pass rate for the worst performing district of Salyan 
(12.9%).  All three districts of Kathmandu Valley have pass rates above 80% (OCE 2011).  
Similarly, private schools outperform public schools by a wide margin in the exams: compared to a 
pass rate of 84.8% for private schools, the pass rate for community schools is only 36.5%. This 
disparity in SLC performance reinforces the perception among parents that the education offered by 
private schools is of higher quality.  There is some difference between males and females in the 
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SLC results and in the results for the grade 12 board exams43 (HSEB 2011), but not as stark as the 
difference across districts and school types.   

 

69. There are significant variations in literacy rate across locations and genders. As shown 
in figure 2.6,   there is a significant difference (24 percentage points) difference in the literacy rates 
between urban and rural areas. Similarly, the literacy rate for females is 23 percentage points lower 
than that for males. Given that gender parity in enrollment has been achieved in school education, 
and considering the increasing enrollment rates at the school level, it is likely that the gender 
disparity in literacy will decrease significantly as the current generation of school children 
transitions into adulthood.      

Figure 2.6: Adult literacy rate by gender and location (age 15 and above), 2011 

Source: CBS (2011) 

 
Figure 2.7: Annual nominal average wage by gender and education level of employed individuals, 2010 
 

 
Source: Authors’ estimates using NLSS III data 

                                                            
43 The pass rates for males and females in the 2010 SLC exams were 57% and 50%, respectively(OCE 2010).  The 
disaggregated data by gender are not yet available for 2011. The pass rates for males and females in the grade 12 board 
exams in 2011 were 49% and 45% respectively. (HSEB 2011) 
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70. While higher levels of education are associated with higher earnings, the wage rates 
are biased against females for all levels of education.  Figure 2.7 shows that the annual wage rate 
rises significantly with the level of education completed for both males and females. However, at 
each level, the wage rate for males is distinctly higher. This finding indicates that while Nepal has 
made good progress in attaining gender parity in education access and student academic 
achievement, there is much to be done in terms of reducing the gender gap in labor market 
outcomes. 

2.5  Conclusions and Policy Implications 

71. This chapter has provided evidence on the state of education in Nepal, focusing on the 
core issues of access, quality and equity. Aggregate national level data indicate that Nepal has 
made impressive progress in enhancing access to education, especially at the primary level. The 
available data on quality also point to some improvements in the quality of educational inputs44.  
There are, however, significant disparities in both access to and quality of education across income 
groups, locations, genders, and ethnicities, especially at the post-primary levels.  The key messages 
that have emerged from the analyses in this chapter are summarized below. 

 
72. The issue of access is clearly linked to the economic conditions of households. Hence, 

strategies and interventions aimed at making education accessible to all need to focus on the poor. 
As discussed earlier, the poorest quintiles have the lowest NARs, are located furthest away from 
schools, and have the largest percentage of out-of-school children.  Poverty also features 
prominently, albeit indirectly, in the key reasons given by out-of-school children for dropping out 
of school45.  Furthermore, the disparity in access across quintiles increases progressively at higher 
levels of education. These findings suggest that poor households should be placed at the center of 
educational interventions designed to enhance access to and quality of education.   

 
73. Recognizing the need to focus more on the poor, the government has recently started 

providing some poverty targeted scholarships at the secondary and tertiary levels using the 
proxy means testing (PMT) approach to select scholarship candidates. However, most of the 
scholarship programs in Nepal continue to use a categorical targeting approach to select candidates, 
which results in funds being distributed to many households that are not in need of financial 
assistance. Hence there is a need to develop a strategy for expanding the coverage of poverty 
targeted scholarships, especially at the secondary and tertiary levels, while phasing out some of 
these categorically targeted scholarship programs. In order to increase the effectiveness of such 
scholarship programs in enhancing access, it will also be relevant to make scholarship payments 
conditional on regular school attendance.46  

 
74. Although schools are closer to households in the Terai than in the hills and mountains, 

the Terai is the most disadvantaged region in terms of a number of indicators for access and 
quality. It has the highest proportion of out-of-school children and the lowest NAR, indicating that 

                                                            
44 It is, however, not clear whether these improvements have translated into better student outcomes.  
45 Recall that one such reason that is intimately linked to the poverty status of the children’s households is the necessity 
to help the family with household chores. 
46 As poverty cuts across ethnic, gender and geographical lines, it is likely that selecting scholarship beneficiaries using 
poverty targeting will be accepted by a broad cross-section of the population. 
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factors other than physical distance to educational facilities play a strong role in determining access 
to schooling in the Terai.  At the same time, this region also has the highest pupil teacher ratio at all 
levels of schooling, and an adult literacy rate that is 12.5% lower than the national average. 
Furthermore the two ethnic groups with the lowest NARs—the Muslims and the Terai Dalits—are 
concentrated in the Terai.  Hence, focusing educational interventions on the Terai will have a 
significant impact not only on enhancing access and reducing the overall number of out-of-school 
children, but it will also help to raise the educational status of the most disadvantaged ethnic 
groups.    

 
75. Nepal has achieved gender parity in enrollment at all levels of school education. Now 

the challenge is to bridge the gender gap in access at the tertiary level, in labor market outcomes, 
and in adult literacy.  The data show that gender parity has been achieved at all levels of school 
education in terms of net enrollment rates. However, there is still a gap in net attendance rate 
between males and females at the secondary and higher secondary levels.  At the tertiary level, 
there is a significant difference between the genders even in enrollment rates. Hence, it is necessary 
to continue with efforts aimed at enhancing gender parity in access, although the focus needs to 
shift to higher levels of education in general, and tertiary education in particular. Furthermore, it is 
also important to recognize that these national level figures can mask gender disparities in specific 
geographical locations and communities. The data show that the gender gap in adult literacy is also 
very high, indicating the need for further interventions in advancing female literacy. 

 
76. The analysis presented in this chapter shows two other areas where females continue 

to be at a disadvantage—the home environment and the labor market. The home environment 
can affect both school attendance as well as student performance. As girls typically need to spend 
more time on household chores than boys, it is more difficult for them to devote enough time to 
academics. The NLSS data show that among the out-of-school children, a larger percentage of 
females than males cite the need to help at home as a key reason for their inability to attend school.  
The labor markets outcomes, as reflected in average annual earnings, show significantly lower 
earning for females than for males at all levels of education completed. A deeper analysis is needed 
to understand the extent to which these differences reflect discriminatory practices in the labor 
market47.   

 
77. Dalits and Muslims are the most educationally disadvantaged population groups in the 

country. Dalits in general, and Terai Dalits in particular, along with Muslims have alarmingly low 
NARs at secondary and higher secondary levels.  Furthermore, among the different ethnic groups, 
the Terai Dalits and Muslims have the highest and second highest shares of out-of-school children.  
Hence there is need to increase targeted interventions aimed at enhancing the participation of Dalits 
and Muslims in post-lower secondary education.    

 
78. Nepal needs to focus more on improving the quality and efficiency of education, 

especially in community schools.  This will require further investments in improving the quality of 
inputs as well as processes and outcomes. Timely delivery of textbooks, reduction of pupil-teacher 
ratios and provision of additional learning materials are essential quality inputs.  More generally, it 

                                                            
47 There is no wage difference between males and females in public sector employment. On the other hand, anecdotal 
evidence indicates that the daily wage labor market is strongly biased against women. Hence, it is necessary to carefully 
study the different market segments to better understand the gender gap in labor market outcomes.  
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will be necessary to ensure that every school meets a set of minimum enabling conditions that 
include the above essential inputs.  As discussed earlier, greater participation of the private sector in 
textbook printing and distribution can potentially improve the timely delivery of textbooks.   

 
79. Reducing the PTR, and ensuring the availability of essential learning materials, will 

allow teachers to focus more on individual students, better utilize additional learning 
material, and thereby improve the quality of the classroom process.  At the same time, it will 
also be necessary to establish a rigorous system for monitoring classroom processes, evaluating 
teacher performance, and linking the performance of teachers with their career paths. These 
interventions, together with the provision of extra academic support to weaker students and targeted 
scholarships to poor students can also help to reduce dropout rates and increase system efficiency. 
In order to ensure that inputs and classroom processes are translated into quality outcomes, it is also 
important to regularly assess student learning achievements at different levels, and utilize the results 
of these assessments to inform policy reforms. The government’s ongoing efforts to institutionalize 
NASA is a positive step in this direction.         

 
80. Improvements in the quality of school education will also require a concerted effort to address 

the governance and accountability issues in the sector.  During the past year, the government has taken a 
couple of steps to enhance transparency and accountability in textbook printing and distribution. 
MoE has uploaded primary school textbooks on its website, and JSSK has stopped sub-contracting 
textbook printing to the private sector to ensure efficient utilization of JSSK resources and reduce 
delays in textbook delivery. Further steps in this area can include provisions for independent 
monitoring of textbook printing and distribution, and making it mandatory for textbook printers to 
use functioning barcodes on the textbooks to ensure better accounting of printing and distribution. 

 
81. In order to enhance transparency and reduce scope for rent-seeking in teacher 

management, the government has initiated the payment of individual teacher salaries through 
bank accounts in municipalities and district headquarters. Expanding this practice to the rest of 
country will facilitate better tracking of funds going to teachers. Given the multitude of scholarship 
programs targeted to different overlapping categories of beneficiaries, there is also a need to closely 
monitor the scholarship distribution system in the country. It is, therefore, important to establish a 
comprehensive electronic database of beneficiaries and start channeling scholarship payments 
through bank accounts where possible.  

 
82. As indicated earlier, greater engagement of SMCs and parents in school management, 

teacher recruitment, and the monitoring of school and classroom processes can help enhance 
the quality of teaching and learning in the classroom as well as overall school governance. 
Their engagement can be made more effective by investing in systematic capacity development of 
SMCs and parent teacher associations (PTA) to undertake tasks such as social audits, classroom 
monitoring, reviewing school accounts, and staff evaluations.   
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Chapter	3:	Health	

3.1  Introduction  

83. Nepal has made tremendous progress in health over the last decade. Life expectancy at 
birth increased from 64.6 years in 2004 to 67 in 2012 while the under-five mortality rate (U5MR) 
decreased from 61 deaths per 1,000 live births in 2006 to 54 in 2011 (DHS 2006; DHS 2011). There 
have also been impressive reductions in the prevalence of infectious diseases, infant mortality rate 
and maternal mortality rate since the Millennium Development Goals (MDGs) were set in 2000 
(Table 3.1). Health outcomes have improved for population subgroups defined by gender, region 
and income levels as well. However some of the health indicators still fall short of the targets for 
2011 set by the National Health sector program – II.  The areas that need further improvement 
include availability of skilled manpower in rural areas, travel time to health or sub-health posts, 
neonatal mortality rate, and access to family planning services (NHSP II – Mid Term Review).     

 
84. This chapter analyzes the current status of the health sector in Nepal.  The analysis 

focuses on infant, child, and maternal mortality rates and key indicators of malnutrition using 
various sources of data such as the National Living Standard Survey 2010/11, Demographic Health 
Survey 2011, national health accounts, administrative data and public expenditure data. It also 
examines public and household spending on the supply and demand sides of health services. 
Moreover, this chapter discusses the issues of access and equity from gender, geographic, income 
and ethnic viewpoints, and also compares the availability and utilization of publicly and privately 
provided health services. Unlike the education and social protection chapters, this chapter does not 
examine the quality and depth of services.   

Table 3.1 :  Achievements and targets in the health sector 

MDG/Impact Indicator Achievement Targets 
1991 1996 2001 2006 2011 2010-11 2015 

Maternal Mortality Rate 539.0 539.0 415.0 281.0 229.0 250.0 134.0
Total Fertility Rate 5.3 4.6 4.1 3.1 2.6 3.0 2.5 
Adolescent Fertility Rate  NA 127.0 110.0 98.0 81.0 98.0 70.0 
Under Five Mortality Rate 158.0 118.3 91.0 61.0 54.0 48.0 38.0 
Infant Mortality Rate 106.0 78.5 64.0 48.0 46.0 55.0 32.0 
Neonatal Mortality Rate NA 49.9 43.0 33.0 33.0 33.0 16.0 
% of underweight children NA 49.2 48.3 38.6 28.8 39.0 29.0 
Contraceptive Prevalence Rate NA 26.0 35.0 44.2 43.2 48.0 67.0 
Source:  DHS (1991); DHS(1996) ; DHS(2001), DHS (2006) and DHS(2011); Nepal Health Sector Program II (2011) 
Note: The 2011 targets were set by the NHSP – II.  

3.2  Access and Equity in Health Facilities and Services 

Physical Access 

85. Over 78% percent of the households in Nepal lives within 30 minutes of a private or 
public health facility. Average time taken to reach the nearest health facility is the lowest in the 
Terai and higher in the Mountains and Hills due to uneven topography and sparse distribution of 
health facilities. Consequently, the ethnic groups residing in the Terai travel 14 to 22 minutes on 
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average to reach the nearest health facility, while Hill Chhetris, Hills Dalits and Hill Janajatis travel 
28 to 42 minutes on average (see Figure 3.1). The urban population is located on average about 15 
minutes away from nearest accessible health facility while the rural population is about 30 minutes 
away (see Figure 3.1).  

Figure 3.1: Access to health facilities 

 

Source: Authors’ estimates using NLSS  III 

86. According to NLSS III, health posts and sub health posts are among the most 
accessible health facilities. As seen in figure 3.2, about 62% of the population travels less than 30 
minutes to reach the nearest health post, 21% travels between 30 minutes and an hour, 13% 
between one and two hours, three percent between 2 and 3 hours, and only 2% more than three 
hours. On the other hand, 17% of the population travels more than three hours to reach the nearest 
hospital and 14% travels more than three hours to reach the nearest clinics. This relative 
inaccessibility of clinics and hospitals reflects the inequitable spatial distribution of the facilities as 
they are clustered in urban locations and market centers (Figure 3.2).  

Figure 3.2: Physical access to HPs/SHPs, Public Hospitals and Clinics/Private Hospitals 

 
Source: Authors’ estimates using NLSS III data 
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87. The geographical terrain and urbanization play a crucial role in determining access to 
health facilities. Rural areas, primarily those in the Hills and the Mountains, have scattered clusters 
of houses.  As a result, providing access to health facilities for the rural population becomes 
financially and technically very challenging.  This is reflected in the fact that only 66% of the rural 
households have access to health facilities compared to 93% of the households living in urban 
settings.48 As seen in figure 3.3, the access to health facilities in the Mountains (54%) and the Hills 
(70%) is much lower than in the Terai (88%).  

 
88. There is a strong correlation between income level and access. The proportion of 

households in the poorest quintile living within 30 minutes of the nearest health facility is almost 30 
percentage points lower than that of households in the richest quintile. This difference in access 
could be partly attributed to the concentration of the poor households in rural areas where there are 
fewer health facilities. Around 22% of the rural population is in the poorest income quintile while 
only 12.2% of urban population is in the poorest quintile. On the other hand, 16.7% of the 
population in rural areas is in the richest quintile compared to 34.9% of the urban population.  

Figure 3.3: Distribution of access by belt, location, ethnicity and income level 

  Source: Authors’ estimates using NLSS III data 

                                                            
48 A household is said to have access to health facility if it lives within 30 minutes of any health facility. 
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Coverage and utilization of health services  

Immunization Services 

 
89. The coverage of vaccination has increased in recent years. According to NLSS III, the 

percentage of fully immunized children increased from 59.4% in 2003/04 to 64.1% in 2010/11 and 
the gender gap for fully immunized children decreased from 4.3% to 1.3% during the same period. 
Similarly, the coverage gap for fully immunized children for the richest and poorest quintiles 
decreased from 17.4% to 12.2% between 2003/04 and 2010/11 (Table 3.2). 

 
Table 3.2: Percentage of immunization status of children aged less than five years 

Fully Immunized Partially Immunized Not Immunized 
Boys Girls Total Boys Girls Total Boys Girls Total 

Consumption Quintiles
Poorest 61.4 57.8 59.5 35.5 36.3 36.0 3.1 5.9 4.5
Second 61.8 65.1 63.3 36.8 31.5 34.4 1.4 3.4 2.3
Third 67.1 63.4 65.2 29.8 34.2 32.1 3.1 2.4 2.7
Fourth 71.2 63.4 67.2 28.0 33.8 31.0 0.8 2.8 1.8
Richest 67.4 77.7 71.7 31.0 22.3 27.3 1.6 0.0 1.0
Ecological Zones 
Mountains 65.7 63.3 64.6 32.1 30.9 31.6 2.2 5.8 3.8
Hills 65.4 62.4 63.8 32.1 33.0 32.6 2.5 4.6 3.6
Terai 64.0 64.4 64.2 34.2 33.3 33.8 1.8 2.3 2.0
Locations 
Urban 69.5 74.1 71.8 27.2 25.5 26.4 3.3 0.4 1.8
Rural 63.9 61.6 62.8 34.2 34.3 34.2 1.9 4.1 3.0
Nepal 64.7 63.4 64.1 33.2 33.0 33.1 2.1 3.6 2.8
Source: CBS (2011)  

 
90. Nepal has almost achieved universal coverage of vaccination for BCG, DPT, polio, and 

measles. According to the DHS 2011, an overwhelming 96 percent of children had been vaccinated 
for BCG. The figure reduces to 91 and 92 percent respectively if we consider only those children 
that have received the third dose of the DPT and polio vaccines (DHS 2011).  Nepal owes the 
impressive coverage to the National Immunization Program.  Started in 1979, this program was 
administering six major vaccines in all 75 districts as early as 1988.  All children must receive 
required doses of BCG, DPT, Hepatitis B, Measles and Polio during the first 24 months of birth. 
The vaccines are available at zero cost in public health facilities in Nepal (MOHP, 2011). 

Reproductive Health Services 
 
91. Rapid progress has been made in reducing the maternal mortality rate (MMR). 

Between 1996 and 2006, the MMR decreased to 229 from 539 deaths per 100,000 live births (DHS 
2011). The proportion of deliveries attended by skilled birth attendants over the last five years has 
nearly doubled, from 19% in 2006 to 36% in 2011 (DHS 2011), and the total fertility rate has 
declined from 3.1 (DHS 2006) to 2.6 (DHS 2011). However, about 78.2% of pregnant women did 
not seek postnatal care because a majority of them (82.9%) wrongly believed that postnatal 
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consultation is not necessary (CBS 2011). Initiatives like the National Safe Motherhood Program 
should focus on raising awareness of the importance of postnatal care.  

 
92. About 9.2% of pregnant women do not seek pre-natal or post-natal care due to poor 

access. Physical distance, cost factors and unavailability of quality services and skilled manpower 
are the main causes for low access to pre- or post-natal care. Access is particularly low in the 
Mountains, Hills and rural areas (see Figure 3.4). Ethnic groups based in the Terai such as the Terai 
Middle Caste and Muslims are markedly better off than their counterparts in the Hills.  

Figure 3.4: Percentage of mothers without access to pre and post natal care 

 

  

Source: Authors’ estimates using NLSS III data 

 
93. Knowledge of modern contraceptive methods has already become universal. According 

to the DHS 2011, 99.9% of all women and 100% of the married women know of any modern 
methods of contraception. Similarly, 99.7% of all men have knowledge of at least one means of 
contraception. Despite the universality of knowledge of contraceptive devices, the use of 
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inadequate. According to DHS, about 49.7% of the married women use either of the modern or 
traditional methods of contraception.49 One cause of concern is that the adoption rate has been 
going down. In 2011, of all the married women, only 49.7% used modern contraceptive methods 
while the figure stood at 44.2% in 2006 (DHS 2006; DHS 2011).   

 
94. On the other hand, knowledge of HIV/AIDS is limited. According to NLSS III, only 

about 59.0% of the respondents aged 10 or above have heard of HIV/AIDS, with a highly skewed 
gender parity of 0.83. This is a slight improvement from 2004 when 57.6% of the respondents had 
knowledge about HIV/AIDS (CBS, 2004, 2011). Radio programs, TV programs, 
newspaper/pamphlets, friends/relatives, health workers and textbooks are the primary sources of 
information about HIV/AIDS. The slow progress in raising awareness of HIV/AIDS is a cause for 
concern because knowledge about the disease is a prerequisite for its prevention.  

 
95. On a brighter note, the government has shown a steady commitment to make curative 

services for HIV more accessible. Anti-retroviral therapy (ART) started in Nepal in 2004 and has 
expanded to thirty three districts since then. The provision of services for Prevention for Mother to 
Child Transmission (PMTCT) is one of the subcomponents of the ART services being provided for 
free in 33 districts.  As of 2011, about 40% of the AIDS patients who need ART were receiving the 
service. About 42.2% of the HIV positive pregnant women received ART between 2006 and 2012 
and the target of the government is to expand the coverage to 80% by 2015.  

Budget Allocation on Health 

96. Access and coverage on the supply side are determined by the amount of public 
expenditure on health. The government increased the health sector’s budget from NRs 6.5bn in 
2004-05 to NRs 17.8bn in 2009-10. In percentage terms, budget allocation specific to the health 
sector increased from 5.87% in 2004-05 to 7.16% in 2007-0850. Although the share of the budget 
decreased to 6.33% in 2009-10, the nominal value continued to grow. The government’s 
commitment to child health has also been substantial—between 2008 and 2010, 20% of the health 
budget went towards child health.  These investments in health have put Nepal in a good position to 
achieve the MDGs related to child mortality and maternal health.   

 
97. Nepal’s health budget as a share of GDP is significantly higher than in other South 

Asian countries (Figure 3.5).  In particular, the budget allocated to the health sector in Nepal has 
remained above 5% of GDP for the past decade while the average for South Asia has hovered 
around 4%. In 2004, Nepal’s health budget represented more than 6% of GDP, which resulted in a 
decrease of out of pocket expenditures by 20 percentage points, bringing the level close to that of 
Maldives (World Bank, 2013b).51  

 
 
 

 

                                                            
49 The adoption rate is substantially higher (about 62%) among married women staying together with the husbands. 
50 The Sector-Wide Approach in the Health Sector. GoN/Ministry of Health and Population. May 2010 
51 The Maldives has the lowest out of pocket expenditures in the region.  
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Figure 3.5 : Percentage budget allocation in health, 1999 to 2010 

 
Source: World Bank (2013b) 

Financial Barrier to Accessing Health Services 

98. The cost of consultations, medicine, and other extraneous costs incurred during 
travelling to and from health centers can make health services inaccessible to the relatively 
poor. Out of pocket expenditures constitute about 70% of the total health expenditure incurred at 
the time of service (BIA, 2012). Total monthly out-of-pocket expenditures incurred by users of 
public health services amounted to NRs 2964 for hospital services and NRs 439 for mobile clinics 
and primary health care services. More than half of all out-of-pocket expenditures went to the 
purchase of medicines. Fees paid by public health services users were the highest for hospital 
services at NRs 830 per visit, compared to NRs 28 for the use of sub-health post services. When 
differences in usage rates for different services are taken into account, the average amount spent is 
about NRs 273 on fees, NRs 730 on medicines, and NRs 150 on transport and other expenses 
related to the usage of public health services (Silva–Leander, 2012).  

 
99. The breakdown of out-of-pocket expenditures by caste shows that health expenditure 

tends to be proportional to household income at around 30%-40% of total monthly household 
consumption (BIA, 2012). One exception is the disadvantaged Janajatis, for whom almost 50% of 
the total monthly household consumption was on health-related expenditures. Men have higher out-
of-pocket health expenditures than women in general (Table 3.3).  However, this pattern is reversed 
in urban areas.  
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100. Out-of-pocket expenditure on health as a proportion of total household 
consumption is progressively higher for poorer households. As shown in Table 3.3, average 
household out-of-pocket expenditure associated with the use of public health facilities was about 
40% of total monthly household consumption, but was substantially higher for the bottom quintile 
(more than 60%) and lower for the top quintile (around 30%).  This shows that out-of-pocket 
expenditure on health is a major burden, especially for the poorer households, and it explains the 
low utilization of public health services by households in the poorer quintiles.   

Table 3.3: Average out-of-pocket monthly cost for utilization of public health services 
 

Fees Medical Others 

Total out-of-
pocket 
expenditure 

Monthly HH 
consumption 

Ratio of OOP 
expenditure and 

monthly HH 
consumption 

Consumption Quintiles  
Poorest 263.0 332.0 69.0 664.0 1098.0 60.47%

Second 112.0 605.0 61.0 778.0 1610.0 48.32%

Third 253.0 774.0 123.0 1150.0 2188.0 52.56%

Fourth 304.0 782.0 312.0 1398.0 3079.0 45.40%

Richest 518.0 1263.0 196.0 1977.0 6535.0 30.25%

Gender 
Male 283.0 768.0 161.0 1212.0 2939.0 41.24%

Female 265.0 698.0 142.0 1105.0 2881.0 38.35%

Ecological Zones 
Mountains 355.0 998.0 120.0 1473.0 2278.0 64.66%

Hills 269.0 562.0 187.0 1018.0 3274.0 31.09%

Terai 261.0 869.0 114.0 1244.0 2667.0 46.64%

Locations 
Urban 486.0 1310.0 174.0 1970.0 5018.0 39.26%

Rural 243.0 648.0 147.0 1037.0 2412.0 42.99%

Nepal 273.0 730.0 150.0 1153.0 2908.0 39.65%
Source: CBS (2011) 

3.3  Equity in Health Services and Facilities, and Nutritional Status 

Equity in Utilization 

101. Utilization of health services has increased steadily over time. However the progress has 
been slower than desired and inequalities across locations and population groups still remain on 
outcomes like contraceptive use and childhood immunization. For instance, 97.6% of the mothers 
that have completed grade 11 use health facilities for prenatal care while the figure stands at 66.0% 
for mothers who have never been to school. Likewise, children in the top income quintile receive 
more than 6 vaccines each compared to just over 3 vaccines per child in the bottom income quintile 
(CBS 2011).  

 
102. There is no significant difference in the utilization of health facilities across genders. 
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The differences between men and women in the rates of consultations for non-chronic illnesses in 
hospitals, health posts and other health facilities are small. For instance 11.0% of the males and 
11.6% of females who fall victim to minor illnesses visit hospitals for consultations, and this 
difference is statistically insignificant. This pattern also holds for the use of other health facilities 
such as the SHPs and pharmacies. 

Table 3.4: Percentage of health consultations for acute illnesses by type of institutions 

  Government Private 

  

Sub 
Health 
Post 

Health 
Post 

Primary 
Health 
Care Hospital Pharmacy Clinic Hospital 

Health 
Workers 
Home 

Gender                 
Male 12.3 7.8 2.1 11.0 25.6 28.8 5.2 1.7
Female 13.7 8.0 2.9 11.6 25.0 26.3 5.4 1.3
Belt                 
Mountain 23.8 9.1 4.9 20.3 22.7 7.0 6.1 3.4
Hill 19.6 10.7 3.9 11.1 21.4 22.4 5.7 0.8
Terai 7.4 5.8 1.4 10.6 28.2 32.9 4.9 1.7
Location                 
Urban 1.1 1.8 1.0 21.3 20.9 38.8 10.3 0.7
Rural 15.5 9.2 2.8 9.3 26.2 25.1 4.3 1.6
Ethnic Groups               
Hill 13.0 10.5 4.0 16.0 15.8 29.5 7.4 0.7
Hill 17.6 8.2 2.7 13.7 23.5 24.6 5.4 0.8
Terai 7.8 0.0 0.0 10.1 54.0 21.3 3.3 0.0
Terai 9.4 4.6 1.9 6.4 30.6 32.3 2.4 2.7
Hill Dalit 21.6 9.7 3.4 15.3 20.9 22.3 5.3 0.6
Terai Dalit 10.9 7.4 0.0 8.9 35.7 28.1 3.0 1.5
Newar 4.3 7.3 1.8 13.2 25.7 35.1 7.5 2.0
Hill 15.8 10.5 3.6 10.4 20.7 22.8 7.2 0.7
Terai 9.8 6.6 1.8 6.7 38.0 23.6 5.2 0.6
Muslim 4.2 5.1 1.5 11.8 26.2 35.5 4.2 2.3
Other 3.3 3.3 0.0 15.4 18.0 33.7 7.3 19.1
Nepal 13.1 7.9 2.5 11.3 25.3 27.5 5.3 1.5

Source: CBS (2011) 

103. However, significant inequalities in health service utilization exist across locations. 
According to NLSS III, 93.2% of pregnant mothers use health services for prenatal care in urban 
areas while only 75.5% of pregnant mothers do so in rural settings. Districts such as Bajhang, 
Rukum and those in the Mountain region have poor utilization rates for prenatal care - 28%, 37% 
and 65.3% respectively – while districts like Lalitpur and Parsa have utilization rates of 97% and 
96% respectively (CBS, 2011). This is likely due to the difference in the level of awareness and 
ease of access.  

 
104. Certain health facilities are used more in urban settings than in rural areas. As can be 

seen in table 3.4, 15.5% of the rural population seeks consultations in the SHPs while only 1.1% of 
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the urban dwellers resort to the SHPs. On the other hand, the usage rates in urban and rural areas 
are 9.3% and 21.3%, respectively, for hospitals and 38.8% and 25.1% for clinics. The difference in 
usage rates can be largely attributed to the difference in availability of facilities.  

Table 3.5: Utilization pattern for Non-Chronic Illnesses by type of Health Personnel  
 

  

Government Private 
Other 

Doctor Paramedic Doctor Pharmacist Paramedic 
Traditional 
Healer 

Gender     

Male 17.4 25.7 16.4 23.7 14.7 1.0 1.0

Female 17.3 27.6 19.2 21.1 12.5 1.5 0.4

Belts          

Mountain 27.3 36.8 6.7 17.3 8.4 3.5 1.4

Hill  17.0 37.2 14.0 18.0 10.9 2.0 0.9

Terai 16.7 18.4 21.7 25.8 15.8 0.6 2.4

Consumption Quintiles        

Poorest 14.5 31.1 9.9 26.6 14.3 2.5 3.4

Second 12.6 34.4 13.6 24.9 11.9 2.2 0.4

Third 16.1 26.4 15.9 23.0 16.7 0.8 4.4

Fourth 22.0 24.1 21.7 18.4 12.2 0.8 0.8

Richest 21.1 18.5 27.1 19.5 12.3 0.3 5.4

Location          

Urban 27.4 7.5 35.0 19.0 9.6 0.3 6.4

Rural 15.3 30.6 14.4 23.0 14.3 1.5 0.9

Ethnicity   

Hill Brahman 26.3 24.7 20.7 15.6 11.6 0.3 0.7

Hill Chhetri 20.0 32.4 14.9 18.3 12.6 1.5 8.4

Terai Brahman 15.6 14.7 19.2 28.0 22.6 0.0 0.0

Terai Mid Castes 12.0 18.8 20.8 28.7 17.9 0.2 9.4

Hill Dalit 17.9 36.5 14.4 19.9 10.1 0.6 0.5

Terai Dalit 19.4 19.7 18.6 33.3 9.0 0.0 10.4

Newars 19.6 17.5 25.0 18.8 16.2 2.4 0.7

Hill Janajati 14.2 35.5 14.4 18.8 12.6 3.5 11.4

Terai Janajati 12.2 24.0 17.4 29.6 13.1 2.1 1.6

Muslim 16.5 19.7 21.8 25.9 12.6 0.0 12.4

Others 21.5 9.8 11.6 14.7 39.7 2.8 0.0

Nepal 17.4 26.7 17.9 22.3 13.5 1.3 13.4
Source: Authors’ estimates using NLSS III data  

105. The use of health service providers is also determined by the availability of health 
professionals.  Trained health personnel are clustered in urban areas. In fact, two-thirds of the 
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medical doctors in the public sector are working in the Kathmandu valley and other urban areas 
where only 17.1% of the national population resides (NHSP II 2012; CBS 2011). Private hospitals 
are also mostly located in urban settings. Consequently, about 62.4% of non-chronic illnesses in 
urban areas are handled by trained doctors as opposed to 29.7% in rural settings. A higher 
proportion of patients in rural areas resort to “lesser” health care providers like paramedics, 
pharmacists and traditional healers (Table 3.5). 

106. The differences in utilization rates across ethnic groups are small. Slightly higher rates 
of utilization of public health services, defined as the percentage of population having used public 
health facilities in the past 30 days, are observed among Dalits and the upper castes with the 
utilization rate of 8% and 6% respectively (CBS 2011). In contrast, only about 4% of the population 
from other castes uses public health facilities. Religious minorities reported relying significantly 
less on the primary health care services and more on Ayurvedic care than other castes including 
Dalits and upper castes (CBS 2011).  

Equity in Subsidy Distribution 

107. The bulk of the government subsidy, defined as the difference between utilization cost 
and actual unit cost, goes to hospitals and sub-health posts. In fact, 45.0% and 37.3% of the 
gross subsidies go to hospitals and sub health posts respectively. Net subsidy, which is same as the 
government expenses on health adjusted for the fees paid by the users, is 29.0% for hospitals and 
48.7% for sub-health posts (Table 3.6).  

Table 3.6: Share of Health Subsidy, by type of facility 
 

Type of health facility Net subsidy Gross subsidy 
Govt/SHP 48.65% 37.31% 
Govt/Ayurvedic Center 1.42% 1.11% 
Govt/Mobile Clinic 1.81% 1.58% 
Govt/Hospital 28.96% 45.03% 
Govt/PHC 8.81% 6.85% 
Govt/HP 10.35% 8.12% 

   Source : BIA(Silva–Leander, 2012) 

108. The largest share of the total gross health subsidy52 goes to the middle quintiles. The 
second, third and fourth quintiles receive subsidies of NRs 55, 57 and 62 per capita, respectively 
while the poorest and the richest quintiles receive NRs 45 and 5 respectively. This is consistent with 
the utilization pattern of public health facilities by individuals in different income groups as the 
high cost of access reduces the usage by the bottom income quintile and the availability of higher 
quality private alternatives reduces the utilization by the top quintile (Silva–Leander, 2012).  
However, subsidies for primary health centers are moderately progressive at low income levels.   

 
109. Dalits receive the highest per capita public health subsidies. They receive NRs 61 per 

capita per month compared to NRs 28 for Terai Janajatis. Even when the differences in utilization 
rates across regions are taken into account, the largest recipients of gross health subsidies in per 
capita terms are Dalits (NRs 74) while the upper caste groups are a close second at NRs 64.  (Silva–
Leander, 2012). 
                                                            
52 Gross subsidy is equivalent to government expenses on health.  
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110. Women receive on average NRs 57 in public health subsidies per month compared to 
NRs 54 for men. However, once fee payment is taken into account, net subsidy accruing to women 
decreases to NRs 43 per month compared to NRs 40 for men (Table 3.7). Part of the difference 
between urban and rural areas is explained by the disadvantages suffered by urban women in terms 
of the significantly higher fees they incur compared to urban men as well as rural women. This 
means that urban women are particularly excluded from public health benefits, receiving only 
NRs15 per month in net health subsidies, compared to NRs 37 for their male counterparts and NRs 
37 for rural women.  

 
111. Rural residents benefit more from public health subsidies despite the fact that they 

tend to use less expensive services. An average urban dweller received only NRs 50 per month in 
gross public health subsidies compared to NRs 55 for rural dwellers. This difference is largely due 
to the virtual non-existence of heavily subsidized health posts and sub-health posts in urban areas. 
When fee payments are considered, the subsidy gap between urban and rural areas increases 
significantly from NRs 38 for rural dwellers to just NRs 26 for urban dwellers. Furthermore, the 
inclusion of fees eliminates the urban advantage in the Far Western region but not in the Eastern 
region where urban dwellers continue to receive significantly higher subsidies than rural dwellers. 
The largest per capita gross subsidy goes to the Western region (NRs 64), whereas the largest net 
subsidies go to the Mid-Western and Far-Western regions (NRs 52) (Silva–Leander, 2012). 

Table 3.7: Net Public Health Subsidy by Population Subgroups 
 

  

Sub-
Health 
Post 

Health 
Post 

Public 
Health 
Center Hospital 

Mobile 
Clinic Ayurveda Total Vaccine 

Consumption Quintiles 

Poorest 27.51 5.45 2.78 -2.08 0.36 0.16 34.02 13.81

Second 26.76 5.74 3.24 14.19 0.8 0.11 50.6 19.09

Third 20.95 5 4.77 11.08 0.9 0.34 42.75 25.73

Fourth 20.14 3.51 3.37 19.59 1.48 1.04 48.61 25.19

Richest 6.71 2.02 4.3 17.82 0.99 2.32 33.6 27.51

Gender            

Male 19.69 4.16 3.38 11.9 0.95 0.76 40.4 22.15

Female 20.99 4.5 3.96 12.34 0.9 1.05 43.21 19.27

Ecological Zones          

Mountains 25.44 10.96 3.34 8.86    48.6 26.82

Hills 23.31 5.69 3.96 16.61 1.43 1.33 51.73 32.29

Terai 17 21.15 3.5 8.55 0.42 0.61 32.02 10.26

Locations  

Urban 1.83 0.97 2.85 27.41 0.65 2.49 35.7 25.01

Rural 24.75 5.13 3.89 8.55 0.99 0.42 43.36 20.03

Nepal  20.39  4.34  3.69  12.14  0.92  0.92  41.91  20.74 
Source: BIA(Silva–Leander, 2012) 
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Equity in Nutritional Status and Incidence of Diseases 

112. The nutritional status of children has improved slightly over the last decade. In 2006, 
49% of children were stunted and 39% were underweight compared to 41% and 29% respectively 
in 2011 DHS (New Era, 2011). However, the proportion of children who were wasted declined only 
slightly from 13% in 2006 to 11% in 2011.  

 
113. The prevalence of underweight is inversely proportional to the level of income. (New 

Era, 2011). As seen in figure 3.6, the proportion of underweight children decreases rapidly from the 
poorest to the richest quintile, falling from 32% to 16%. This is not surprising as consumption 
patterns and income levels play a major role in determining the nutritional status of children.  

Figure 3.6 : Distribution of underweight children 

 
 
Source: Authors’ estimates using NLSS III data 
 

114. With the exception of Terai Brahmans, the prevalence of underweight is higher in the 
Terai and the Mountains and lower in the Hills. Newars, Hill Brahmans, Hills Janajatis and Hill 
Chhetris have the lowest proportion of underweight children. There exists a wide disparity in the 
nutritional status of children born in rural and urban areas:  almost 30% of rural children are 
underweight compared to about 12% of urban children. 
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115. On the other hand, the pattern is reversed for chronic or non-chronic illnesses with the 
highest and the lowest rates of illness reported for the richest (32.43%) and the poorest 
(23.6%) income quintiles, respectively. About 11.7% of individuals suffer from chronic diseases 
and 20.2% have experienced episodes of minor illnesses such as diarrhea, dysentery, malaria and 
measles (NLSS, 2010/11). There is not much gender and geographic disparity in the occurrence of 
illnesses, except for the slightly higher incidence of the illnesses in the Terai (Figure 3.7).  

Figure 3.7 : Incidence of diseases (chronic and non-chronic) 

Source: Authors’ estimates using NLSS III data 

3.4  Conclusions and Policy Implications 
 
116. There exist significant variations in physical access to health facilities across ecological 

belts, locations of residence and income quintiles. In the Terai, about 87.0% of the population 
lives within 30 minutes of the nearest health facility while only 70.0% and 54.0% of the people in 
the Hills and the Mountains respectively live in the 30 minute-radius of a health facility (Figure 
3.3). The disparity in physical access is even greater across rural and urban areas: almost 94.0% 
percent of the urban population is within 30 minutes of the nearest health facility, compared to 
about 65.0% of the rural population. Similarly, compared to the richer households, a much smaller 
percentage of households from the poorest quintile are located within 30 minutes from a health 
facility. A comprehensive effort in making health services more available in rural settings of the 
hilly and the mountainous region would make the health system more inclusive. 
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117. The majority of the trained doctors and nurses are clustered in urban settings. In fact, 
two-thirds of medical doctors in the public sector are working in the Kathmandu valley and other 
urban areas where only 17.1 percent of the population resides (NHSP II 2011; CBS 2011). Private 
hospitals are also located mostly in urban settings. As a result, a lower proportion of people in rural 
areas can avail of services from skilled manpower in comparison to the residents of urban locations. 
For instance, according to the DHS 2011, 59.3% of pregnant women in urban areas received 
antenatal care from doctors while the same was limited to only 23.3% of pregnant women in rural 
areas. More efforts are needed to address the longstanding challenge of making skilled manpower 
and well equipped health facilities adequately available in rural areas and remote locations.  

 
118. There are also major inequities across locations, income quintiles and ethnic groups in 

health outcomes and service utilization. The rate of child malnutrition increases rapidly from 
richer to poorer income quintiles and from urban to rural to locations. Ethnic groups based in the 
Hills are less likely to be malnutritioned in comparision to the ethnic groups in the Terai. The 
inelastic demand for health affects the poorest the most because health expenditures constitute a 
higher proportion of total consumption. Utilization of pre-natal care is lower in rural areas (75.5%) 
compared to urban areas (93.2%).  More emphasis must be placed on targeting subsidies to the poor 
so that they can better utilize essential health services and raise their nutritional status. 
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Chapter	4:	Social	Protection	

4.1 Risks and Vulnerabilities 
 
119. Nepal has made significant progress in reducing poverty but challenges still remain.  

Between 1995/96 and 2010/11, the poverty rate in Nepal declined from 42% to 25% (CBS, 2011). 
However, there are still significant disparities in poverty rates across geographical areas and 
demographic groups.  The rural poverty rate in 2010/11 was 27% compared to the urban poverty 
rate of 16%.  The incidence of poverty is particularly high in the Far Western and Mid Western 
regions with rates of 32% and 46%, respectively.  In contrast, the poverty rates in the Eastern, 
Central, and Western regions are all less than 23%.  Likewise, the Terai and the Hills fare much 
better than the Mountains, with the poverty rates of 23%, 24% and 42%, respectively. 

 
120. A large proportion of Nepali households is vulnerable to the volatility in the natural 

environment and the economy.  According to the Nepal Safety Net Survey (NSNS) 2009, during 
the one year period preceding the survey, more than 57% of rural households experienced shocks 
that had a negative effect on household welfare.  Poorer households were much more vulnerable 
than richer households: for example, 61% of households in the poorest quintile of wealth 
distribution faced one or more shocks compared to 45% of households in the richest quintile.  
Natural calamities like droughts and floods, and economic fluctuations like increases in the prices 
of food and fuel constitute the major sources of shocks.   

 
121. Food insecurity is a major issue for Nepali households.  According to the NSNS, 30% of 

rural households faced food shortage at some point in the past one year.  Households were the most 
food insecure between the months of March and July, the pre-harvest season.  The food security 
status of Dalits and Janajatis was worse than that of other ethnic groups, and residents of the 
Mountain and the Hill belts were more likely to be food insecure compared to residents of the Terai.  
Food insecurity of Nepali households is demonstrated by the variation in seasonal poverty as well: 
the poverty rates are the highest between the months of April and May, the lean season. 

 
122. Informal coping mechanisms are the most common ways to manage shocks.  Borrowing 

from informal sources, relying on the help of friends and families, and drawing upon savings are the 
most common coping strategies among rural Nepali households.  In order to cope with income 
shocks, some households are even forced to resort to extreme measures like reduction in regular 
consumption and putting children to work.   

4.2 Government Response 
 
123. In order to increase the resilience of vulnerable households, promote equity, and 

extend opportunities, Nepal operates a diverse portfolio of social protection programs.  The 
programs include contributory pensions and unemployment insurance schemes, labor market 
policies and regulations, non-contributory cash and in-kind transfers, workfare programs, and 
subsidies on goods and services like agricultural inputs, energy, food, housing, health, education, 
utilities and transport.  The portfolio of social protection programs in Nepal is presented in Table 
4.1.   
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Table 4.1: Social protection programs 

Social Insurance Social Safety Nets Labor Market 
Policies 

Publicly provided or mandated 
contributory programs that 
provide insurance against: 

Non-contributory cash or in-kind 
transfers to the most vulnerable 
individuals, households, or communities 
to ensure a minimum level of well-being 
and help manage income shocks. 

Regulatory aspects of 
the labor market 

 Unemployment  
 Disability  
 Death  
 Sickness 

 Non-contributory old age 
pension 
 Cash transfers 
 Food stamps 
 Child allowances 
 School feeding programs 
 School supplies and uniforms 
 Emergency food distribution 
 Natural disaster rescue and 

rehabilitation 
 Mother/child nutritional 

supplements 
 Maternity benefits 
 Take-home food rations 
 Price subsidies for housing, food, 

energy, agricultural inputs 
 Public works schemes (cash for 

work, food for work) 
 Conditional cash or kind 

transfers 
 Fee waivers for essential services 

like health care, schooling, utilities, 
transport, etc. 

 Labor market 
policies 
 Unemployment 

assistance 
 Vocational and 

skill development 
training 
 Youth self 

employment programs 
 Skills and 

employment programs 
to the conflict-affected 
groups 

Source: Authors’ compilation  

124. Current social protection programs are mostly categorically targeted and spread 
across several ministries.  The largest cash transfer programs are administered by the Ministry of 
Federal Affairs and Local Development through the District Development Committees (DDCs) and 
Village Development Committees (VDCs), and the programs are targeted according to categories 
such as age, marital status, and physical disability.  Social protection programs are also carried out 
by other ministries including the Ministry of Agricultural Development, the Ministry of Commerce 
and Supplies, the Ministry of Labor and Transport Management, and the Ministry of Health and 
Population, special agencies such as the Social Welfare Council (SWC), and multiple NGOs and 
INGOs.  Categorical targeting of social protection programs and their fragmentation across multiple 
line ministries makes the system susceptible to inefficiency, leakage and duplication. 

 
125. This chapter summarizes the coverage, equity and quality of social protection 

programs in Nepal.  Section 3 discusses the coverage of social protection programs and analyzes 
its distribution across locations, ecological belts, ethnic groups and consumption quintiles.  Section 
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4  briefly discusses the quality of social protection programs.  Section V summarizes the main 
findings and concludes with a discussion of future policy directions. 

4.3  Access to and Equity of Social Protection Programs 

Social Insurance 

126. The coverage rate of social insurance programs is low.  Social insurance programs refer 
to contributory programs like pensions and unemployment insurance.  The programs mainly target 
civil service employees, the police, the army, school teachers and the relatively small fraction of the 
workforce employed in the formal sector.  Therefore, it is not surprising that the coverage of social 
insurance schemes is low and regressive.  According to NLSS III, approximately 7% of Nepal’s 
population is covered by three social insurance schemes – Employment Provident Fund, internal 
pension and external pension53 – with the coverage rates of 3.7%, 1.7%, and 1.8% respectively 
(Figure 4.1). 

Figure 4.1: Coverage of Social Insurance Programs (% of direct and indirect beneficiaries) 

 
Source: Authors’ estimates based on NLSS III data 

127. There exist sharp inequalities in the coverage rate of social insurance programs across 
geographical areas, demographic groups and income quintiles.  Whereas 1% and 3% of the 
population in the first and second consumption quintiles are covered by social insurance programs, 
the coverage rate for the top quintile is nearly 17%.  The proportion of the urban population covered 
by social insurance schemes is 16% compared to only 5% of the rural population.  Social insurance 
coverage is higher in the Hill belt (9%) relative to the Mountain (6%) and the Terai (5%) belts.  The 
coverage rates among Hill Brahmans, Hill Chhetris, Terai Brahmans and Newars are at 18%, 14%, 
12% and 18% respectively.  In contrast, the coverage rates among Hill Dalits, Terai Dalits and 
Muslims are only of 2%, 2% and 3%, respectively (Figure 4.2).  These differences are driven by the 

                                                            
53 Internal pensions constitute primarily of civil service pensions.  External pensions include pensions received from the 
Indian and the British Army. 

3.7

1.7 1.8
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higher representation of residents of urban areas and the Hill belt, richer households and 
traditionally privileged ethnic groups in civil service and formal sector jobs. 

 
Figure 4.2: Coverage of social insurance schemes (% of direct and indirect beneficiaries) 

 
Source: Authors’ estimates using NLSS III data 

128. The distribution of direct and indirect beneficiaries and benefits of social insurance 
schemes is skewed against the poor.  Of the total direct and indirect beneficiaries of social 
insurance schemes, 70% belong to the top two quintiles of total per capita consumption and only 
3% of the beneficiaries are from the poorest quintile.  The distribution of benefits is even more 
skewed towards the richer households: the richest quintile comprises of 48% of total beneficiaries 
and receives over two-thirds of the total value of social insurance transfers (Figure 4.6).  Urban 
residents constitute 19% of the total population but 51% of social insurance beneficiaries and enjoy 
48% of total receipts.  Similarly, residents of the Hill belt comprise of 44% of the total population 
but 54% of total beneficiaries and receive 66% of social insurance benefits.  This comes at the cost 
of the Terai residents who are proportionately less likely to be beneficiaries of social insurance 
programs (Figure 4.3).  The fraction of social insurance beneficiaries belonging to the Hill 
Brahman, Hill Chhetri, and Newar ethnic groups is proportionately more than their share of the 
total population while the Terai middle caste, Hill Dalits, Terai Dalits, Terai Janajatis, and Muslims 
are underrepresented (Table 4.2).  Of the total direct and indirect beneficiaries of external pensions, 
internal pensions, and the Employment Provident Fund (EPF), an overwhelming majority comes 
from the two richest quintiles (Figures 4.4, 4.5, and 4.6).  In all three schemes, the distribution of 
benefits is more regressive than the distribution of beneficiaries. 
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Figure 4.3: Distribution of benefits and direct and indirect beneficiaries of social insurance 
programs 

Source: Authors’ estimates using NLSS III data 

Table 4.2: Distribution of benefits and direct and indirect beneficiaries of social insurance programs 

 % of Direct and 
Indirect 
Beneficiaries 

% of Benefits % of Population 

Hill Brahman 23.3 18.9 12.7
Hill Chhetri 25.6 28.2 17.9
Terai Brahman 0.7 1.1 0.6
Terai middle caste 7.4 1.2 15.4
Hill Dalit 2.2 2.6 8.7
Terai Dalit 1.0 0.0 4.5
Newar 11.4 13.9 6.2
Hill Janajatis 23.5 31.9 21.8
Terai Janajatis 3.4 0.1 7.1
Muslim 1.3 1.4 4.3
Other 0.2 0.1 1.0
Total 100 100 100
Source: Authors’ estimates using NLSS III data 
Note: Percentages may not sum to 100 due to rounding. 
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Figure 4.4: Distribution of direct and indirect beneficiaries and benefits of external pensions (by 
consumption quintiles) 

 
Source: Authors’ estimates using NLSS III data 

Figure 4.5: Distribution of direct and indirect beneficiaries and benefits of internal pensions (by 
consumption quintiles) 

 
Source: Authors’ estimates using NLSS III data 

Figure 4.6: Distribution of direct and indirect beneficiaries and benefits of EPF (by consumption 
quintiles) 

 
Source: Authors’ estimates using NLSS III data 

Social Assistance 

129. Social assistance programs constitute direct cash transfer schemes and education 
scholarships. 
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130. Overall, 35.3% of Nepal’s population benefits from social assistance programs (cash 
transfers and scholarships) directly or indirectly, and the coverage of social assistance 
programs is weakly pro-poor.  More than 40% of the population in each of the poorest two 
quintiles are direct or indirect beneficiaries of social assistance schemes. However, due to 
categorical targeting of the large cash transfer programs like old age pension and single women 
allowance, the coverage of relatively better-off households is also high with 25% of the richest 
quintile receiving benefits.  The coverage of social assistance programs is higher in rural (37%) 
than in urban areas (28%), and in the Mountain belt (50%) relative to the Hill (40%) and the Terai 
(29%) belts.  The coverage among Hill Dalits and Terai Dalits is 62% and 41% respectively. 

Figure 4.7:  Coverage of social assistance programs (% of direct and indirect beneficiaries) 

 
       Source: Authors’ estimates using NLSS III data 

Cash Transfer Programs  
 
131. Cash transfer schemes are administered by the Ministry of Local Development and 

Federal Affairs (MoFALD).  The three main cash transfer schemes include old age pension, 
widow pension, and the maternal incentive scheme.  The old age pension is a categorically targeted 
social pension program under which individuals of age 70 or older are eligible for Rs. 500 per 
month.  The eligibility threshold is reduced to 60 years for Dalits and residents of the Karnali zone.  
The widow pension provides Rs. 500 per month to all women aged 60 or more who are widowed, 
single, divorced, separated, or abandoned.  The maternal incentive scheme is intended to encourage 
pregnant women to deliver in health facilities by offsetting their cost of travel.  Mothers become 
eligible for the incentive if they deliver in a health center and the size of the incentive varies with 
ecological belt – Rs. 1500 in the Mountains, Rs. 1000 in the Hills, and Rs. 500 in the Terai.  In 
addition, there are no delivery fees in 25 districts with the lowest HDI values.  Other smaller cash 
transfer schemes covered by NLSS III are disability allowances, endangered ethnicities pension, 
martyr’s family benefits, and people’s movement victims’ benefits.  The Ministry also administers a 
child grant program which provides cash grants to households with children under the age of five 

0

10

20

30

40

50

60

70

U
rb

an

R
ur

al

M
ou

nt
ai

n

H
il

l

T
er

ai

H
il

l B
ra

hm
an

H
il

l C
hh

et
ri

T
er

ai
 B

ra
hm

an

T
er

ai
 m

id
dl

e 
ca

st
e

H
il

l D
al

it

T
er

ai
 D

al
it

N
ew

ar

H
il

l J
an

aj
at

i

T
er

ai
 J

an
aj

at
i

M
us

li
m

O
th

er

P
oo

re
st

 Q
ui

nt
il

e

S
ec

on
d 

Q
ui

nt
il

e

T
hi

rd
 Q

ui
nt

ile

F
ou

rt
h 

Q
ui

nt
il

e

R
ic

he
st

 Q
ui

nt
il

e



57  
 

with the intention of improving the nutritional status of young children.  However, an analysis of 
child grants is not possible using the NLSS III data because the information was not collected 
during the survey. 

 
132. Cash transfer programs have a wider reach compared to social insurance programs 

because they are non-contributory schemes and the beneficiaries are categorically targeted.  
11.6% of Nepal’s population benefits from old age pension either directly or indirectly, 3.6% 
benefits from the widow pension, the maternal incentive scheme benefits 2% of the population and 
other smaller cash transfer programs reach 0.6% of the population.  In aggregate, cash transfer 
programs cover 17.5% of Nepal’s population (Figure 4.8).   

Figure 4.8:  Coverage of cash transfer programs (% of direct and indirect beneficiaries) 

Source: Authors’ estimates using NLSS III data 

 

133. The coverage rates of cash transfer programs are relatively similar across income 
groups, demographic groups and geographical regions.  Due to the use of categorical targeting 
in implementing cash transfer programs, these programs are not necessarily targeted towards the 
poor.   Of the total population in the poorest quintile, 20% is covered by cash transfer schemes. The 
coverage rates for the other quintiles are not much different and range between 15% and 19% 
(Figure 4.9).  Similarly, the variation in coverage rates between urban and rural areas, and across 
ecological belts is also relatively small.  The coverage rate is 18% in urban areas compared to 16% 
in rural areas; and 22% in the Mountain belt compared to 18% and 16%, respectively54, in the Hills 
and the Terai. The coverage of cash transfer programs across demographic groups is also more 
equitable.  Whereas 23% and 21% of the Hill Brahman and Chhetri population are covered by cash 
transfer programs, the coverage rates for Hill Dalits, Terai Dalits and Muslims are 21%, 19% and 
13%, respectively.  While the latter rates are still lower than the former, the differences are smaller 

                                                            
54 The higher rate in the Mountains is driven by the significantly higher coverage of old age pension in the Mountain 
belt.   
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compared to the observed inter-ethnic coverage differences for social insurance programs because 
of universal eligibility.  Curiously, the coverage rate among Terai Brahmans is very low at 1%.   

Figure 4.9:  Coverage of cash transfer schemes (% of direct and indirect beneficiaries) 

 
Source: Authors’ estimates using NLSS III data 

134. While the three main cash transfer programs are more pro-poor than social insurance 
programs, there is a significant leakage to the relatively better off.  The amounts of benefits as 
well as the number of direct and direct beneficiaries of old age pension, single woman allowance, 
and the maternal incentive scheme are distributed more or less evenly across the five consumption 
quintiles (Figures 4.10, 4.11, and 4.12).  However, if the priority is to focus the state’s resources 
and benefits more on the poorest population groups, a shift from categorical targeting to poverty-
based targeting would be necessary. 

Figure 4.10: Distribution of benefits and direct and indirect beneficiaries of old age pension (by 
consumption quintiles) 

 
Source: Authors’ estimates using NLSS III data 
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Figure 4.11: Distribution of benefits and direct and indirect beneficiaries of single woman allowance 
(by consumption quintiles) 

 
Source: Authors’ estimates using NLSS III data 
 
Figure 4.12: Distribution of benefits and direct and indirect beneficiaries of single woman allowance 

(by consumption quintiles) 

 
Source: Authors’ estimates using NLSS III data 

135. The distribution of direct and indirect beneficiaries and distribution of benefits of the 
cash transfer programs in aggregate are also more equitable compared to social insurance 
programs.  Of the total beneficiaries of cash transfer programs, 43% are from the bottom two 
quintiles and 39% of the total cash transfer receipt flows to these groups.  Individuals from well-off 
households too are eligible for old age pensions, widow pensions and maternal incentives which 
results in the allocation of some of the resources to the non-poor: individuals from the richest two 
quintiles comprise 35% of the beneficiaries and receive 38% of the benefits (Figure 4.13).  The 
distribution of beneficiaries and benefits across urban and rural areas and the three ecological belts 
is almost at par with the shares of their populations as demonstrated by the proximity of the plotted 
data points to the line of equality (45-degree line).  Though there is some inequality in the 
distribution of benefits and beneficiaries across ethnic groups, it is less pronounced than in the case 
of social insurance programs (Table 4.3). 
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Figure 4.13:  Distribution of benefits and direct and indirect beneficiaries of cash transfer programs 

 
Source: Authors’ estimates using NLSS III data 

Table 4.3: Distribution of benefits and direct and indirect beneficiaries of cash transfer programs 

 % of Direct and 
Indirect 
Beneficiaries 

% of Benefits % of Population 

Hill Brahman 16.2 16.5 12.7
Hill Chhetri 21.0 24.6 17.9
Terai Brahman 0.0 0.2 0.6
Terai middle caste 13.3 7.7 15.4
Hill Dalit 10.3 11.3 8.7
Terai Dalit 4.7 3.5 4.5
Newar 5.7 9.5 6.2
Hill Janajatis 21.3 22.0 21.8
Terai Janajatis 3.6 2.0 7.1
Muslim 3.1 1.9 4.3
Other 0.8 0.1 1.0
Total 100.0 100.0 100.0

Source: Authors’ estimates using NLSS III data 
Note: Percentages may not sum to 100 due to rounding. 
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Scholarship Programs  
 
136. Compared to cash transfer programs, scholarship programs are more pro-poor in 

terms of coverage.  The coverage rates for the first and second quintiles are 29% and 26%, 
respectively compared to 20% and 10% for the fourth and fifth quintiles (Figure 4.14).  The Dalit 
scholarship program is the most pro-poor in coverage: a Dalit student from the poorest quintile is 
more than 8 times more likely to receive a Dalit scholarship than a Dalit student from the richest 
quintile.  The coverage of the Girls scholarship program is less pro-poor because girls from better-
off households are more likely to attend school and less likely to drop out.  The coverage of the 
Poor and Talented scholarships is moderately pro-poor but, given that the poverty criteria is often 
overlooked, it is less pro-poor than what it should be given its target population.   

 
137. There is geographical disparity in scholarship coverage in favor of rural areas and the 

Mountain belt. Twenty two percent of the rural population is covered directly or indirectly by 
scholarship programs compared to 15% of the urban population.  Likewise, the coverage rate in the 
Mountain belt is 35%, substantially higher than in the Hills (25%) and the Terai (15%) (Figure 
4.14). 

 
138. The coverage rate of scholarship schemes is relatively higher for marginalized 

populations.  Forty nine percent of Hill Dalits, 29% of Terai Dalits, and 21% each of Hill and Terai 
Janajatis benefit directly or indirectly from scholarship schemes while the coverage rate for Hill 
Brahmans and Chhetris are 17% and 24% respectively (Figure 4.14).  However, the coverage rate is 
low for Muslims, Terai Brahmans, and Terai Middle Castes. 

Figure 4.14:  Coverage of scholarship programs (% of direct and indirect beneficiaries)55 

 
Source: Authors’ estimates using NLSS III data 

  

                                                            
55 It is assumed that all household members of a scholarship recipient benefit from the scholarship either directly or 
indirectly. 
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Figure 4.15:  Distribution of benefits and direct and indirect beneficiaries of scholarship programs 

 

 
Source: Authors’ estimates using NLSS III data 

 

Table 4.4: Distribution of benefits and direct and indirect beneficiaries of scholarship programs 
across ethnic groups 

 % of Direct and 
Indirect Beneficiaries 

% of Benefits % of Population 

Hill Brahman 10.1 19.4 12.7
Hill Chhetri 20.7 18.6 17.9
Terai Brahman 0.2 0.3 0.6
Terai middle caste 6.5 9.3 15.4
Hill Dalit 20.3 14.6 8.7
Terai Dalit 6.3 3.9 4.5
Newar 4.4 9.9 6.2
Hill Janajatis 22.1 17.9 21.8
Terai Janajatis 7.1 4.4 7.1
Muslim 2.0 1.5 4.3
Other 0.2 0.2 1.0
Total 100.0 100.0 100.0

Source: Authors’ estimates using NLSS  III data 
Note: Percentages may not sum to 100 due to rounding. 
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139. The distribution of  education scholarship benefits (amounts)  is skewed in favor of girls 
but against poorer households and marginalized groups.  When scholarship benefits going to 
girls under the various scholarship categories56 are summed up, it is seen that girls get 56% of the 
total scholarship amount (Figure 4.16).  While approximately 19.8 % of currently enrolled students 
are from urban areas, they receive 53% of total scholarship amount. In contrast, 80.2% of the 
students reside in rural areas but they receive 47% of the total scholarship amount.  The inequity 
across income groups is even more stark: the lowest consumption quintile receives just 11.8% of 
the benefits whereas the richest quintile receives 38.3% of the total amount. The Terai ethnic groups 
receive a substantially smaller percentage of the total scholarship benefits compared to other 
groups.   

Figure 4.16: Distribution of education scholarship benefits (amounts), 2010 

 

Source: Authors’ estimates using NLSS III data 

140. One reason for the low share of scholarship benefits going to the poor is the categorical 
targeting approach used by most of the scholarship programs, which results in funds being 
distributed to all individuals in the targeted categories regardless of their economic status57. 
This is illustrated in Figure 4.17, which shows the distribution of direct beneficiaries across 
quintiles for the three main scholarship categories. In particular, a significant portion of the poor 
and talented scholarship beneficiaries come from households belonging to the top three quintiles. 

                                                            
56 This includes scholarships received by girls under the poor and talented, girls, Dalit, and other categories.  
57 One notable exception is the scholarship program targeted exclusively to students from the backward Karnali 
region—none of this scholarship amount goes to the  richest two quintiles, although the per student amount going to the 
second quintile is slightly greater than that going to the first (poorest) quintile. 
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Note, however, that the Dalit scholarships are better targeted towards the poor, mainly because of 
the high incidence of poverty among the Dalits58.  Another reason for the poor’s small share of 
scholarship benefits is that the per student scholarship amounts are higher for higher levels of 
education and these levels have fewer poor students 59 . Overall, these findings imply that 
scholarships should be increasingly means-tested.  

Figure 4.17: Direct beneficiaries of major scholarships across consumption quintiles 

Source:  Authors’ estimates using NLSS III data 

In-Kind Transfer Programs: 
 
141. In-kind transfer programs covered in the NLSS III survey comprise of the Public Food 

Distribution System (PFDS) and nutritional supplements to mothers and children.60  The 
PFDS scheme is administered by the National Food Corporation, an arm of the Ministry of 
Industry, Commerce and Supplies.  The program intends to redistribute surplus grains from the 

                                                            
58 The poverty rates for Hill Dalits and Terai Dalits are 43.6% and 38.6%, respectively. These rates are much higher 
than the national poverty rate (25.2%).  
59  The students from poor households have difficulties accessing education at higher levels due to their resource 
constraints. 
60 School feeding program is the other major in-kind transfer program. 
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Terai region to areas in the Hills and the Mountain belts that suffer from chronic food shortages.  
Nutritional supplemental programs are administered by the Ministry of Health and Population in 11 
districts.  The programs distribute food and nutritional supplements to pregnant and lactating 
women, and to children aged 6 to 36 months.  The goals of these programs are to reduce wasting 
among children less than 3 years of age, lower anaemia prevalence among pregnant and lactating 
women, and increase mothers’ awareness of proper nutritional and health care practices. 

 
142. The coverage of in-kind transfer programs is low.  The three in-kind transfer programs 

jointly reach 3.3% of Nepal's population directly or indirectly with the nutritional program for 
children reaching 2.1% of the population (Figure 4.18).61 

Figure 4.18:  Coverage of in-kind transfer programs (% of Direct and Indirect Beneficiaries) 

 

Source: Authors’ estimates using NLSS III data 

 
143. The coverage of in-kind food transfer programs in the population is pro-poor.  The 

incidence of in-kind food transfer programs is higher in the poorer quintiles compared to the richer 
quintiles.  Approximately 6% and 4% of the population in the first and second quintiles, 
respectively, are covered by the programs compared to about 2% of the population in each of the 
top three quintiles.  The public food distribution program is especially pro-poor with 47% of the 
beneficiaries belonging to the poorest quintile.  The Nutritional supplemental program for children 
also disproportionately benefits the poor with the bottom two quintiles accounting for 62% of 
beneficiaries.  This is primarily because the poor tend to have more children under the age of 3. 

 
144. The variation in the coverage of in-kind food programs across geographical areas is 

consistent with the food security status of the areas.  Rural residents are eight times more likely 
to benefit from in-kind transfer programs than urban residents (4% vs. 0.5%), and the coverage is 
substantially higher in the Mountains (18%) relative to the Hills (3%) and the Terai (2%) (Figure 
4.19).  Public food distribution is particularly important for residents of the food-deficient Mountain 
Belt:  12.0% of the residents of the Mountain belt benefit from the program in comparison to 0.6% 
in the Hills and 0.2% in the Terai.  The nutritional program for children also has a higher coverage 
rate in the Mountains (6%) than in the Hills (2%) and the Terai (1%).  The incidence of in-kind 
food transfers is relatively high among Hill Chhetris and Hill Dalits, possibly due to the 
concentration of in-kind transfer programs in the Mountains and the Hills (Figure 4.19).  The 

                                                            
61 NLSS III did not collect information on the value of benefits of in-kind transfer programs. 
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coverage rate is low among relatively better off groups like Hill Brahmans and Newars, likely 
because they do not need food assistance.  Notably, the coverage of in-kind transfers is also low 
among Terai Dalits.   

Figure 4.19:  Coverage of in-kind transfer programs (% of direct and indirect beneficiaries) 

  

Source: Authors’ estimates using NLSS III data 

145. The distribution of beneficiaries of in-kind transfer programs is pro-poor and 
concentrated on ethnic groups from the Hill belt.   Of the total beneficiaries of in-kind transfer 
programs, 61% come from the two poorest quintiles (Figure 4.20).  The beneficiaries are 
concentrated in rural areas and the Mountain belt:  97% and 38% of the beneficiaries of in-kind 
transfer programs are from rural areas and the Mountain belt respectively.  This is a consequence of 
the geographical targeting of in-kind transfer programs and food deficiency in the rural areas and 
the Mountain belt of Nepal.  The concentration of beneficiaries of in-kind transfer programs among 
the Hill ethnic groups is likely due to the weaker food security status of the demographic groups. 

 
146. Given the low coverage of in-kind transfer programs and their likely higher costs of 

operation, one could consider transforming in-kind transfer programs into cash transfer 
programs.  However, it is not feasible to replace in-kind transfers by cash transfers in all parts of 
Nepal because of barriers to proper functioning of markets, including prohibitively high transit 
costs and lack of economies of scale due to scattered and low density settlements.  In addition, 
where the objective is to improve nutritional status or caloric intake, in-kind transfers may be 
superior if households do not have good information on what constitutes a balanced and nutritional 
diet or if their preference is to purchase nonfood items with the cash received.  
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Figure 4.20:  Distribution of beneficiaries of in-kind transfer programs 

 

Source: Authors’ estimates using NLSS III data  
 
 

Table 4.5: Distribution of beneficiaries of in-kind transfer programs 

 
  

% of Direct and Indirect Beneficiaries % of Population 

Hill Brahman 2.8 12.7
Hill Chhetri 34.3 17.9
Terai Brahman 0.0 0.6
Terai middle caste 9.7 15.4
Hill Dalit 18.1 8.7
Terai Dalit 1.6 4.5
Newar 2.1 6.2
Hill Janajatis 19.8 21.8
Terai Janajatis 6.3 7.1
Muslim 5.4 4.3
Other 0.0 1.0
Total 100 100

Source: Authors’ estimates using NLSS  III data 
Note: Percentages may not sum to 100 due to rounding 
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Public Works Programs 
 
147. Public works programs covered in the NLSS III survey include cash for work (CFW), 

food for work (FFW), and Rural Community Infrastructure Work Program (RCIW).  The 
GoN operates public works programs to address the challenges of food insecurity and poor 
connectivity of many of the districts in the Hill and the Mountain belt.  The RCIW, administered by 
MoFALD through the DDCs and the VDCs, is an umbrella program through which many FFW and 
CFW programs are implemented.  The districts and the VDCs for RCIW programs are selected on 
the basis of their food insecurity status and households self-select themselves into the program.  
CFW and FFW schemes are labor-intensive local infrastructure development initiatives, mostly 
construction and maintenance of rural infrastructure. 

 
148. Coverage of public works programs is relatively higher than in-kind transfer 

programs.  Food for Work, CFW and RCIW programs benefit 2.9%, 1.1% and 3.4% of the Nepali 
population, respectively.  However, since a number of public works schemes come under the RCIW 
program, the RCIW category is likely to include CFW and FFW programs as well.  Together public 
works programs benefit 6.4% of Nepalis.   

Figure 4.21: Coverage of public work programs (% of direct and indirect beneficiaries) 

 
 

Source: Authors’ estimates using NLSS III data 

149. Poor households are expected to self-select themselves for public works programs as it 
requires arduous manual labor.  Public works programs benefit more than 10% of the individuals 
from the poorest quintile.  In comparison, 4% - 5% of the population in the top three quintiles 
benefits from the programs.    

 
150. Coverage of public works programs is skewed towards rural areas and the Mountain 

belt.  The coverage rate of public works programs is 27% in the Mountain belt compared to 8% in 
the Hills and 2% in the Terai.  The incidence of Food for Work is particularly high in the Mountain 
belt with 18% of the population benefitting directly or indirectly.  The Karnali Employment 
Program (KEP) guarantees work to one member per household for up to 50 days per year for 
residents of the Karnali Zone.  All households in the Karnali Zone are eligible to participate in the 
KEP provided they fulfill a minimal set of criteria.  The higher coverage rate in the Mountain belt 
can be attributed to the KEP as well.  The coverage rate is more than three times higher in rural 
areas (7%) than urban areas (2%) because of geographical targeting of the programs.  Hill Dalits 
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(12%) and Hill Chhetris (13%) benefit from the labor programs more than other groups which is not 
unexpected given the higher coverage of public work programs in the Mountains and the Hills.   

Figure 4.22: Coverage of Public Work Programs (% of direct and indirect beneficiaries) 

Source: Authors’ estimates using NLSS III data 

151. Consistent with the coverage rates and the objectives of public works programs, the 
distribution of beneficiaries of public works programs is oriented towards rural areas, the 
Mountain belt and the poor households.  The rural population comprises 81% of the total 
population but 94% of the beneficiaries of public works programs while the comparable figure for 
the Mountain belt are 7% and 29% respectively.  Of the total beneficiaries, 56% come from the 
bottom two quintiles and 28% belong to the top two quintiles, an effect likely driven by relatively 
higher participation of richer households in RCIW program.  The participation of Hill Chhetris and 
Hill Dalits is proportionately more than their share of the total population (Table 4.6). 

Table 4.6: Distribution of beneficiaries of public works programs 

 % of Direct and 
Indirect 

Beneficiaries 

% of Population 

Hill Brahman 16.1 12.7 
Hill Chhetri 36.3 17.9 
Terai Brahman 0.0 0.6 
Terai middle caste 3.5 15.4 
Hill Dalit 17.0 8.7 
Terai Dalit 0.9 4.5 
Newar 5.1 6.2 
Hill Janajatis 17.4 21.8 
Terai Janajatis 2.3 7.1 
Muslim 1.4 4.3 
Other 0.0 1.0 
Total 100 100 
Source: Authors’ estimates using NLSS  III data 
Note: Percentages may not sum to 100 due to rounding. 
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Figure 4.23: Distribution of beneficiaries of public works programs 

 
Source: Authors’ estimates using NLSS III data 

4.4  Quality and Efficiency of Social Protection  
 
152. The quality of social protection programs is measured in terms of the timeliness and 

efficiency of their implementation.  In general, a good quality program is characterized by a 
robust mechanism to identify and register beneficiaries and take them off the payroll when they 
attain a threshold of standard of living, a registry database whose information is verified and 
updated periodically, well-defined eligibility criteria, recipient-friendly payment processes and a 
mechanism to register and resolve grievances.   

 
153. Nepal’s cash transfer schemes are characterized by a fairly high degree of inefficiency.  

The NLSS III survey asked respondents what amount the eligible household members were 
supposed to receive for cash transfer programs for the last payment period and how much was 
actually received.  Cash transfers are effective in increasing resilience of the targeted groups only 
when the transfers are regular and delivered on time. Seventy percent of the recipients reported that 
they received the amount they were supposed to receive while 11% received less than what they 
were supposed to get.  This could be due to a delay in the release of the budget, the inability of the 
recipients to locate the VDC secretaries or other officials responsible for cash distribution, or even 
possibly corruption.  Surprisingly, 19% of the respondents reported receiving more than the amount 
they were supposed to receive, probably because they collected multiple periods’ worth of cash in 
the last payment period (Figure 4.24).  The inefficiency in the distribution of the three major cash 
transfer programs is roughly similar: approximately 13%, 11% and 9% of respondents receiving old 
age pension, single woman allowance and maternal incentive scheme, respectively, reported 
receiving less than the expected amounts. 
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Figure 4.24: Proportion of individuals receiving cash transfers 

 
 

Source: Authors’ estimates using NLSS III data 

 
154. There is a significant of overlap of beneficiaries between social assistance programs 

and other social protection schemes.  On the one hand, overlaps across social protection schemes 
may be a reflection of inefficiency due to inaccurate targeting.  On the other hand, these overlap 
may be an accurate reflection of multiple deprivations faced by households or simply an artifact of 
categorical targeting.  More than a third of the beneficiaries of social insurance schemes also benefit 
from social assistance programs while the overlaps of social insurance programs with in-kind 
transfer and labor market programs are quite low (1% and 5%, respectively). Approximately half 
the beneficiaries of in-kind transfer programs and labor market programs benefit from social 
assistance schemes, probably due to categorical targeting of social assistance programs (Table 4.7).   

Table 4.7: Overlap among beneficiaries of social protection schemes (%) 

% of Beneficiaries in Programs in Rows covered by Programs in Columns 
 Social 

Insuranc
e 

Social 
Assistanc

e 

In-kind 
Transfer

s 

Labor 
Market 
Programs 

Social Insurance  34 1 5 
Social Assistance 7  5 9 
In-kind Transfers 2 51  15 
Labor Market 

Programs 
6 47 8  

Source: Authors’ compilation 

155. There is very little variation in the coverage rate and average number of social 
programs per household across consumption quintiles.  Although the proportion of individuals 
from the two poorest quintiles who benefit from social protection programs directly or indirectly is 
slightly higher than the proportion from   the richer three quintiles, the difference is not significant.  
While the richest quintile benefits from 0.55 social protection programs on average, individuals in 
the poorest quintile benefit from 0.60 social protection programs.  Categorical targeting of social 
assistance programs, wide disparity in the coverage rates of social insurance programs across 

11%

70%

19%

Less than the supposed amount

Equal to the supposed amount

More than the supposed amount
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consumption quintiles, and low outreach of pro-poor programs like in-kind transfers and public 
works programs are jointly responsible for this pattern. 

Figure 4.25: Coverage of SP programs and average number of programs per household (by 
Consumption Quintiles) 

 

Source: Authors’ estimates using NLSS III data. 

4.5  Conclusions and Policy Directions 
 
156. The coverage of social insurance programs is low and regressive.  Social insurance 

programs reach approximately 7% of the Nepali population.  The proportion of urban households 
and Hill Brahman, Hill Chhetri, and Newar households covered by social insurance programs is 
higher than their share of the national population.  An overwhelming majority of the beneficiaries 
belong to the top consumption quintiles due to the concentration of the programs among civil 
servants and formal sector employees.   

 
157. While cash transfer programs and scholarship programs cover relatively higher 

proportions of the population and are more equitable, leakage to the non-poor is significant.  
About 18% and 21% of the population are covered by cash transfer programs and education 
scholarships, respectively.  In aggregate, social assistance programs reach 35.3% of Nepalis.  The 
beneficiaries and benefits of cash transfer and scholarship programs are more evenly distributed 
across locations of residence, ecological belts, ethnicities and consumption quintiles.   The coverage 
rate of social assistance programs in each of the poorest two quintiles is more than 40%.  While 
social assistance programs are relatively more pro-poor, leakage to the non-poor is significant with 
a coverage rate of 25% for the richest quintile.   The distribution of benefits is largely welfare-
neutral, when considered by pre-transfer quintiles, or even regressive: only 21% of social assistance 
benefits flows to persons below the poverty line who account for over 25% of Nepal's population.   

 
158. In-kind transfer programs and workfare programs reach a small proportion of the 

Nepali population but they are concentrated among residents of the Mountain belt and rural 

0.50 0.49
0.45 0.45 0.46

0.60
0.57

0.52 0.52
0.55

Poorest Quintile Second Quintile Third Quintile Fourth Quintile Richest Quintile

Proportion of households benefitting from social protection programs

Average number of social protection programs per household
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areas and the poor.  In-kind transfer programs and workfare programs reach approximately 3.3% 
and 6.4% of the population respectively.  Because the programs are geographically targeted to the 
vulnerable areas and the participants self-select into the programs, the beneficiaries of the programs 
are likely to be residents of the Mountain belt, rural areas and from the bottom consumption 
quintiles.   

Policy Directions 

159. The government of Nepal’s commitment to social protection programs has been 
increasing in recent years as demonstrated by a large increase in social protection spending.  
In 2004/05, Nepal’s total expenditure on social protection was 0.5% of GDP compared to the 
regional average of approximately 2.4%.  By 2009, safety nets transfers alone amounted to 2.04% 
of GDP in Nepal (Figure 4.26).  Introduction of new programs, increase in benefit amounts, and the 
relaxation of eligibility criteria were primarily responsible for the increase in social protection 
spending. 

Figure 4.26: Spending in Social Assistance (as % of GDP) 
 

 
Source: Nepal Social Safety Nets Report, 2009 

 

160. However, there is room to increase the coverage of social insurance programs.  Social 
assistance transfers often constitute a small portion of total household consumption and they are not 
tied to the shocks experienced by households.  Therefore, the coverage of social insurance programs 
should be expanded to allow households to opt into insurance programs to manage the risks due to 
unemployment, sickness, disability and death.  One possible way to do this is by promoting and 
encouraging the participation of workers in semi-formal and informal sectors in social insurance 
programs.   
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161. There should be consolidation and coordination of social protection programs.  

Currently social protection programs are spread across multiple agencies and line ministries 
including the Ministry of Federal Affairs and Local Development, the Ministry of Education, the 
Ministry of Agriculture, and the National Food Corporation.  Similarly, there are many donor-
funded projects that often operate in isolation of each other and are not integrated with the 
mainstream national programs.  Coordination and cooperation across government agencies, line 
ministries, NGOs, INGOs and bilateral and multilateral agencies could be increased by establishing 
an apex body for social protection programs and activities. 

 
162. Nepal’s social protection programs should be better targeted to reach the poor.  A 

gradual shift to poverty-based targeting is already apparent given ongoing poverty targeting 
exercises like the distribution of poverty cards, the Human Development Social Protection Pilot 
(HDSPP) project that is piloting the use of PMT and Multidimensional Poverty Index (MPI) 
targeting methods, and community targeting by programs like the Poverty Alleviation Fund (PAF).  
Initiatives like these should be expanded and integrated, and a national database of the poor should 
be developed to help deliver services and benefits more effectively.  This will be particularly 
important for the identification of the chronically poor and for emergency responses during times of 
severe crisis and shocks. 

 
163. There should be better tracking of social protection expenditures.  Data shows that 

approximately 11% of the beneficiaries of cash transfer programs received less than what they were 
supposed to receive in the last payment period.  In order to maintain a better record of beneficiaries 
and benefit payments, priority should be given to developing an electronic database of vital events 
information and beneficiaries, and to delivering payments through formal financial channels.  
Ongoing initiatives like the digital registration of vital events and electronic payment of benefits 
will help the government strengthen its administrative capacity and improve the efficiency of social 
protection programs by reducing the leakage of funds and delivering the services on time. 
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