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I. Introduction 

With the new millennium, social protection has emerged as a new priority area in 
the international development agenda with social protection policies now 
considered a preferred instrument for poverty reduction, human development, and 
for securing the rights of the poor.1 This shift in the development paradigm signifies 
a major departure from the previous discourse which regarded social protection 
programmes as being unsuitable for developing countries.2 Even then, access to 
social protection is very limited—only 20 per cent of the world’s population has 
adequate social security coverage, and more than half lack any coverage at all.3 

This paper will use the experience from Nepal as a case study to understand the 
different approaches to social protection in the South Asia region, and also the 
challenges faced and issues remaining in providing a minimum level of social 
protection necessary for a decent living. The experience of Nepal is important 
because the country has come a long way over the last 20 years with social 
protection covering only government pensioners to one where the government is 
implementing a varied portfolio consisting of social insurance, cash and in-kind 
social assistance programmes, and labour market initiatives, which cost about 2.5 
per cent of the GDP and directly benefit over 7.6 million individuals (of the 
approximately 27 million). Despite these initiatives, the coverage as well as benefits 
of individual schemes is very low, approximately NPR 200-500 (USD 2-5) per 
month, and spread across programmes, making it difficult to close the poverty gap 
(as a reference, the poverty line of Nepal is roughly NPR 19,261 or around USD 
200).4 

The paper is divided into five parts. The first section is a description of the 
conceptual framework used to inform the analysis followed by a brief account of the 
different types of vulnerabilities people in Nepal endure. The paper will then 
provide a mapping of the existing social protection programmes to examine the 

                                                             
1 United Nations Special Rapporteur on Extreme Poverty and Human Rights, Magdalena Sepúlveda Carmona, and 
United Nations Special Rapporteur on the Right to Food, Olivier De Schutter. ‘The need to include a rights-based 
approach to Social Protection in the Post 2015 Development Agenda,’ available at 
http://www.ilo.org/wcmsp5/groups/public/---dgreports/---nylo/documents/genericdocument/wcms_227152.pdf, 
accessed on 10 September 2010. 
2 In this regard, it is not surprising that Europe, with only around 10.5 per cent of the world’s population, accounts for 
over 58 per cent of global social protection spending. See, Gill, Indermit S.; Raiser, Martin. 2012. Golden Growth: 
Restoring the Lustre of the European Economic Model, World Bank, Washington DC. 
3 International Labour Organization. ‘Facts on Social Security,’ available at 
http://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/documents/publication/wcms_067588.pdf, accessed 
on 15 September 2015. 
4 Gabriele Koehler, ‘Social Protection in Nepal: Challenges and Ideas,’ Development Advocate, Nepal, Year 2, Issue 1, 
UNDP, April 2014-September 2014. 
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extent to which these different social protection expenditures are contributing to 
the four policy spheres of social protection programmes, namely, protective, 
preventative, promotive and transformative, with the goal of ultimately addressing 
the different types of risks and vulnerabilities people face. Fourth, the paper will 
provide empirical evidence on the impact and performance of social protection 
programmes by drawing on the analysis of household survey data. Finally, using the 
‘politics of social protection’ approach, the paper will shift the analysis to providing 
a greater understanding of the institutional and governance structures that shape 
the implementation of social protection policies in Nepal. 

II. Conceptual Framework 

Existing literature on ‘social protection’ provides numerous definitions that are 
generally broad enough to include a large variety of initiatives under its rubric. 
However, as aptly described by Brunori and O’Reilly (2010),5 in the context of 
development, there are three conceptual bases that ground the definition of social 
protection. First, following the tradition of the International Labour Organisation 
(ILO), some define social protection as a human right and accordingly consider 
social protection as the development of social rights such as equality, inclusion and 
non-discrimination.6 Second, adhering to the World Bank’s point of view, some 
consider that in an increasingly unstable condition, especially as it relates to 
poverty alleviation, social protection allows vulnerable groups to invest and 
accumulate assets, and, consequently, escape poverty. In this regard, social 
protection is considered a mechanism for addressing various types of risks—
reducing risks in the labour market; risk mitigation measures to deal with 
anticipated shock; and risk-coping mechanisms to relieve the impact of risk after it 
has occurred.7 Finally, a number of others and governments of developing countries 
consider social protection to be a sustainable and efficient ingredient of pro-poor 
economic growth.8 
Hence, social protection, which was previously limited to social pension for civil 
servants, and occasionally for protecting and supporting people to manage the 
impact of shocks such as flood, drought, unemployment or the death of a 
breadwinner, has evolved to include longer-term preventative and promotive 
                                                             
5 Brunori, Paolo; O’Reilly, Marie. ‘Social protection for development: A review of definitions,’ Paper prepared in the 
framework of the European Report on Development 2010, available at 
http://erd.eui.eu/media/BackgroundPapers/Brunori.pdf, accessed on 20 August 2015. 
6 For more information, see: ILO, ‘The Right to Social Protection’ available at 
http://www.socialsecurityextension.org/gimi/gess/ShowTheme.action?id=2566, accessed on 11 September 2015; and 
Piron, LaureHélène. 2004. ‘Rights-based Approaches to Social Protection,’ Overseas Development Institute.  
7 For more information, see: World Bank, August (2003). The contribution of social protection to the millennium 
development goals. Tech. rep., Social Protection Advisory Service, The World Bank; Ovadiya, Mirey; Kryeziu, Adea; 
Masood, Syeda; Zapatero Larrio, Eric. 2015. Social protection in fragile and conflict-affected countries: trends and 
challenges. Social protection and labor discussion paper; no. 1502. Washington, D.C.: World Bank Group.  
8 See, Ferrera, M., Hemerijck, A., Rhodes, M. (2001). ‘The Future of the European Social Model in the Global 
Economy.’ Journal of Comparative Policy Analysis, 3 (1), 163-190; Weber, A. (Ed.) (2006). Social Protection Index 
for Committed Poverty Reduction. Asian Development Bank, Manila, Philippines; Barrientos A., Hulme, D., Shepherd, 
A. (2005). ‘Can Social Protection Tackle Chronic Poverty?’ The European Journal of Development Research, 17 (1), 
pp. 8-23; Organisation for Economic Co-operation and Development, ‘Promoting Pro-Poor Growth: Social protection’, 
OECD, Paris, 2009; and UNICEF, UNICEF’s Social Protection Strategic Framework, available at 
http://www.unicef.org/socialprotection/framework/ accessed on 11 September 2015. 
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perspectives, while continuing to focus on the management and mitigation of 
shocks. Reflecting these various conceptual underpinnings, Devereux and Sabates-
Wheeler (2004) have provided a framework that includes four categories of 
interventions: protective (recovery from shocks); preventative (mitigating risks in 
order to avoid shocks); promotive (promoting opportunities); and transformative 
(focusing on underlying structural inequalities which give rise to vulnerability).9 
 
Generally, it is believed that a comprehensive formal social protection system 
should ideally include elements of all four types of interventions: protection, 
preventive, promotive and transformative. Further, whatever instrument is used to 
achieve the goals of social protection (i.e., social assistance, labour market 
interventions, etc), it is believed that such programmes should be context-specific 
and also provide permanence and predictability so that households can reduce their 
risks to future shocks, and plan and prioritize their expenditure accordingly.10 
 

III. Vulnerabilities in the Context of Nepal 

There are five types of vulnerabilities often associated with households in Nepal. 
The first relates to income poverty. Nepal has experienced a drastic decline in 
poverty rates from 42 per cent in 1995/96 to 25 per cent in 2010/11. However, 
recent evidence also suggests that the number of people who would fall under the 
near-poor category (i.e., living on less than USD 2 per day) is significant, at 56 per 
cent of the total population, thus indicating the vulnerability of a large percentage of 
the population to income-related shocks.11 While the reasons for income-related 
shocks are primarily acute inequities in land and resources, 12 their impacts are far-
reaching as well as unequally distributed across different income groups. For 
instance, owing to income pressures, a large proportion of Nepali population have 
been facing massive food insecurity time and again—the food price crisis of 2008 
led to an estimated 6.5 to 10.5 million people or as many as 30 per cent of Nepal’s 
population living in hunger, an increase of at least 2 million compared to the 2005 
figures.13 Likewise, as reported in the Nepal Safety Nets Survey 2011, about two 
thirds of the poor compared to over two fifths of the richer households reported 
having faced some form of shock the previous year.14 
 
Second, historical and structural exclusions with regards to caste, ethnicity, gender 
and geography, is another major form of vulnerability. These vectors of group-based 
                                                             
9 More information on this model can be found in Devereux, S and Sabates-Wheeler, R. 2004. ‘Transformative social 
protection.’ IDS Working Paper 232. Institute of development studies. London, UK  
10 Zoe Scott. ‘Topic Guide on Social Protection,’ Governance and Social Development Resource Centre (GSDRC), 
University of Birmingham, UK, 2012, available at http://www.gsdrc.org/docs/open/sp1.pdf, accessed on 10 May 2016.  
11 data.worldbank.org 
12 Gabriele Koehler, ‘Social Protection and Socioeconomic Security in Nepal,’ IDS Working Paper, Volume 2011, No., 
370, August 2011.  
13 UNICEF Regional Office South Asia (ROSA), A Matter of Magnitude. The Impact of the Economic Crisis on 
Women and Children in South Asia, Kathmandu: UNICEF, 2009; Koehler, G. and Toole, D. ‘The Impact of the Crisis 
on Children: A Policy View from South Asia’, Global Social Policy 9: 16–20, 2009; Gabriele Koehler, ‘Social 
Protection and Socioeconomic Security in Nepal,’ IDS Working Paper, Volume 2011, No., 370, August 2011.  
14 World Bank, ‘Social Safety Nets in Nepal,’ South Asia Social Protection Unit, World Bank, 2011. 
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inequalities, generally termed ‘horizontal inequalities,’ have very strong bearings on 
the spatial distribution of poverty.15 As explained by Kabeer (2009), deep-seated 
‘ideologies of difference and inferiority,’ that manifest themselves in hierarchical 
relations of caste, gender, language, religion and ethnicity are some of the factors 
that explain the intractability of poverty and social exclusion in Nepal as well as 
other parts of South Asia.16 Specifically, in Nepal, people from indigenous 
communities, Dalits and minority religious groups tend to be over‐represented 
amongst the chronically poor. Additionally, they tend to have higher mortality rates, 
poorer health, are more vulnerable to food insecurity, and have limited educational 
and economic opportunities which are further exacerbated by limited access to and 
ownership of productive assets, poorer mobility and lower social status.17 

Similarly, ‘patriarchal risks’ often rooted in the prevalence of extreme forms of 
gender-based discrimination, the structurally inferior role ascribed to women and 
girls, restrictions on women’s economic activities, and the reliance on the male 
breadwinner increase the vulnerability of women who do not have male support.18 
As Kabeer (2009) further adds, ‘While gender inequalities are not confined to any 
particular class, they interact with other socio‐economic inequalities to place 
women from poor and marginalised groups, particularly those who are older, 
widowed or disabled, at a greater disadvantage than the rest of the population.’19 
But social exclusion is not only identity based—the Karnali region, one of the most 
remote and less developed regions of the country, has particularly high levels of 
deprivation, with geography being a major factor explaining their exclusion.20 

Third, there is a range of life-cycle vulnerabilities that affect people’s lives in Nepal. 
In particular, Nepal has been undergoing a demographic transition—in 2000, 
people over 60 years of age comprised 5.7 per cent of the population but current 
estimates suggest that this figure will increase up to 13 per cent by 2040.21 
Likewise, the fact that the demographic shift underway in Nepal is relatively recent 
also means that the population of the country is young. These twin pressures—the 
growing size of the elderly population and the relatively large proportion of 

                                                             
15 World Bank and DFID. Unequal Citizens: Gender, Caste and Ethnic Exclusion in Nepal. Kathmandu: World Bank and DFID 
Nepal, 2006; and Lynn Bennett, Bandita Sijapati and Deepak Thapa. Gender and Social Exclusion in Nepal: An Update, Himal 
Books, 2013.  
16 Naila Kabeer, ‘Social Protection in South Asia: A Review,’ Prepared as part of a Social Protection Scoping Study funded by the 
Ford Foundation, August 2009. 
17 ADB (Asian Development Bank), ‘Overview of Gender Equality and Social Exclusion in Nepal’. Kathmandu: ADB, 2010; DFID, 
‘Regional Dimensions of Poverty and Vulnerability in Nepal’. Discussion Paper. Kathmandu: UK Department for International 
Development, 2013; Shively, G., Gars, J. and Sununtnasuk, C. ‘A Review of Food Security and Human Nutrition Issues in Nepal. 
Department of Agricultural Economics. Purdue University, IN, 2011; Bishnu Raj Upreti, Sony KC, Richard Mallett and Babken 
Babajanian, with Kailash Pyakuryal, Safal Ghimire, Anita Ghimire and Sagar Raj Sharma, ‘Livelihoods, basic services and social 
protection in Nepal,’ Secure Livelihoods Research Consortium, Working Paper 7, August 2012. 
18 Gabriele Koehler, ‘Social Protection and Socioeconomic Security in Nepal,’ IDS Working Paper, Volume 2011, No., 370, August 
2011.  
19 Naila Kabeer, ‘Social Protection in South Asia: A Review,’ Prepared as part of a Social Protection Scoping Study funded by the 
Ford Foundation, August 2009. 
20 Gurung, G.S. and Kollmair, M. ‘Marginality: Concepts and Their Limitations’. IP6 Working Paper 4. Zurich: NCCR, 2005; World 
Bank and DFID. Unequal Citizens: Gender, Caste and Ethnic Exclusion in Nepal. Kathmandu: World Bank and DFID Nepal, 2006; 
and Lynn Bennett, Bandita Sijapati and Deepak Thapa. Gender and Social Exclusion in Nepal: An Update, Himal Books, 2013.  
21 World Bank, ‘Can Social Safety Nets Help Peace Building in Nepal?’ Results from a Social Protection Technical Assistance 
Program, July 2011. Available at http://siteresources.worldbank.org/SAFETYNETSANDTRANSFERS/Resources/281945-
1131468287118/BBL-SSN_Nepal_7-21-2011.pdf, accessed on 11 July 2015. 
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children and youth—present considerable challenges in provisioning social 
protection for the elderly and children, both of whom are at risk.22 To cite an 
example of risks borne by children in Nepal, a report by UNICEF reveals that child 
malnutrition affects 45 per cent of children under 5 years of age in Nepal.23 Further, 
according to the Global AgeWatch Index 2013, Nepal ranks 77 out of 91 countries in 
terms of quality of life and well-being of older people.24 

The fourth challenge confronting Nepal is linked with continued political violence 
and an unsettled constitutional and political environment. As described by Sharma 
and Donini (2012), Nepal is on the ‘cusp of a major transformation’ whereby the old 
feudal and caste structures are collapsing and a new social order is emerging. 25 As a 
result, even though the decade-long civil war, which cost 11,000 lives, formally 
ended in 2006, violence remains prevalent in many parts of the country. Finally, 
environmental degradation and recurrent natural disasters has been an enduring 
feature of Nepal that has not only led to socio-economic insecurity but also 
increased the vulnerability of people, especially those from marginalized sections of 
the population as described above.26 

To conclude, the interlinkages between the five types of vulnerabilities are strong, 
with significant overlaps between them. As indicated by the Nepal Safety Nets 
Survey 2011, over half the households in Nepal experience some form of shock, 
about 20 per cent do not have access to two square meals, and one third face food 
shortages in any given year. A further disaggregation suggests that about 66 per 
cent of the poor, compared to 44 per cent of the richer households face such shocks. 
Marginalized groups like Dalits and Janajatis experience such insecurities more 
acutely than other groups—about half of the Dalits face food shortages and over one 
third do not have adequate number of meals (two square meals) for days.27 

 
IV. Mapping Social Protection Initiatives in Nepal 

Nepal has come a long way in the past couple of decades in expanding social 
protection to groups beyond government pensioners and has been implementing a 
varied portfolio of social protection programmes consisting of social insurance, cash 
and in-kind social assistance, and labour market initiatives. In the fiscal year 

                                                             
22 See, Lochana Shrestha, ‘Geriatric Health in Nepal: Concerns and Experience,’ Nepal Medical College Journal, Vol. 
15, No. 2, 2012, pp. 144-148; Sushil Adhikari, ‘Health, Nutrition and Care for Senior Citizens of Nepal in Twenty First 
Century,’ Journal of Health and Allied Sciences, Vol. 3, No. 1, 2013, pp. 73-75, for brief background on a variety of 
problems experienced by the elderly in Nepal.  
23 UNICEF, State of the World’s Children (SOWC), New York, 2010. 
24 HelpAge. Global AgeWatch Index 2013: A Summary. Available at http://www.helpage.org/global-
agewatch/reports/global-agewatch-index-2013-insight-report-summary-and-methodology/, accessed on 20 December 
2015. 
25 Sharma, J. R. and Donini, A. ‘From Subjects to Citizens? Labor, Mobility and Social Transformation in Rural 
Nepal’. Briefing Paper. Boston: Tufts University, Feinstein International Center, 2012; See also, World Bank. World 
Development Report 2011: Conflict, Security and Development. Washington, D.C.: World Bank, 2011.  
26 Gabriele Koehler, ‘Social Protection and Socioeconomic Security in Nepal,’ IDS Working Paper, Volume 2011, No., 
370, August 2011.  
27 World Bank, ‘Social Safety Nets in Nepal,’ South Asia Social Protection Unit, World Bank, 2011. 
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2012/13, approximately 2.79 per cent of the national budget was allocated to social 
security programmes benefitting over 7.6 million individuals (out of the 
approximately 27 million total population)28 (See Figure 1 for a breakdown of 
budget allocations for these various programs in FY 2014/15). 

This section of the paper will map the existing social protection programmes in 
Nepal (Table 1) to examine the extent to which these have been contributing to the 
aforementioned four policy spheres, namely, protective, preventative, promotive 
and transformative, with the goal of ultimately addressing the various types of risks 
and vulnerabilities mentioned above. 

Table 1: Various Types of Social Protection Initiatives in Nepal 

 Objective Initiatives in Nepal 

P
ro

te
ct

io
n 

Provide 
assistance to 
groups that are 
unable to meet 
their needs 
themselves.  

(Reduces 
poverty)  

Cash transfers for the elderly, single women, people with disabilities, Dalits and 
those from endangered ethnic groups 

Public works primarily the Rural Community Infrastructure Works (RCIW) and 
the Karnali Employment Programme 

Scholarships for basic education and secondary education 

Midday meals, in the Karnali region and 14 other districts, some of which are 
supported by the World Food Programme 

Cash relief to conflict-affected people 

Health care comprising of: (i) safe motherhood/Aama program that provides 
incentives for delivery at health institutions; (ii) emergency referral program for 
pregnant women and other target populations; (iii) Senior Citizen Health Care 
Program; (iv) Leprosy control; (v) healthcare for children and poor with 
classified diseases; (vi) free treatment for uterine prolapse; and (vii) free Anti-
Retroviral Treatment (ART) 

Social welfare that includes old-age home and child welfare centres; programs 
for disabled and senior citizens; temporary shelter homes or safe houses for 
migrant workers; affordable housing for the poor. 

Subsidized food distribution that involves transportation subsidy on essential 
food (e.g., rice, lentils) in 30 remote districts 

                                                             
28 Rasmi Raj Pandey and Shankar Nepal, ‘Role of the Ministry of Federal Affairs and Local Development in Social 
Protection,’ cited in UNDP, Development Advocate, Nepal, Year 2, Issue 1, April 2014-September 2014. 



7 
 

 Objective Initiatives in Nepal 
P

re
ve

nt
iv

e 

Prevent 
poverty from 
occurring  

Pension which involves non-contributory schemes to civil servants and 
teachers, retirement gratuity, leave, medical benefits 

Employee Provident Fund, which includes mandatory retirement savings 
scheme for public employees. Other formal sector workers can participate 
voluntarily. The fund collects 10 per cent of salary which is matched by the 
employer 

Citizen Investment Trust Fund, provides various savings and investment 
schemes, insurance programs, capital markets services, unit-trust management 
services and trustee services such as voluntary retirement schemes (Pension 
funds, Gratuity funds etc.) and mandatory insurance fund programs on the basis 
of fully funded and individual account.  

Welfare funds of Nepal Army/Nepal Police/Armed Police; 

Social Security Fund which is a contributory scheme that is meant to cover all 
formal sector workers against unemployment, disability, maternity, medical, 
dependent and old-age benefits; financed by 1 per cent tax on income; not yet 
operational 

Other benefits for formal sector workers that includes paid leave, maternity 
benefits, medical expenses.  

Others include health insurance schemes, crop and livestock insurance schemes, 
free basic healthcare, free basic education, immunization and micro-nutrient 
supplement programme, and other nutrition related programmes. 

P
ro

m
ot

iv
e 

Increase 
income and 
capabilities  

 

Youth Self-employment Program that provides collateral-free loans for 
starting business 

Cooperatives and microfinance programmes that have been launched by 
various government and non-government organizations 

Active labor market programmes such as skills and entrepreneurship 
development programmes  

Karnali Employment Programme that provides 100 days of employment for 
one family member of each family 

Poverty reduction programmes such as those implemented by the Poverty 
Alleviation Fund (PAF) through employment generation and infrastructure 
development in the context of decentralized governance among others  

Others include various empowerment programmes that are being implemented 
by different agencies, and provide various subsidies and writing off bank loans of 
small farmers 

T
ra

n
sf

or
m

at
iv

e 

Addresses 
social equity 
and exclusion  

 

Reservation for women, Dalits, Madhesis, and Janajatis in government services.  

Range of protection for children, women, and general citizens under the Civil 
Code. 

 

Note: It is possible for interventions to fall into more than one category 
Source: Adapted from Harvey, P, 2009, ‘Social Protection in Fragile States: Lessons Learned’ in OECD DAC, 2009, ‘Promoting 
Pro-Poor Growth: Social Protection’, OECD DAC, Paris, pp.183-196; World Bank, ‘Nepal Report on Human Development: Access, 
Equity, and Quality in the Education, Health and Social Protection Sectors,’ June 2013; Gabriele Koehler, ‘Social Protection and 
Socioeconomic Security in Nepal,’ IDS Working Paper, Volume 2011, No., 370, August 2011; Bishnu Raj Upreti, Sony KC, Richard 
Mallett and Babken Babajanian, with Kailash Pyakuryal, Safal Ghimire, Anita Ghimire and Sagar Raj Sharma, ‘Livelihoods, basic 
services and social protection in Nepal,’ Secure Livelihoods Research Consortium, Working Paper 7, August 2012; and ILO, Social 
Protection for People in the Informal Economy of Nepal Kathmandu, Nepal, International Labour Office, 2004. 
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(a) Protective 

Since 2005, Nepal has implemented a range of ‘protective’ measures to provide 
assistance to groups that are unable to meet their needs themselves and also assist 
them in moving out of poverty. These primarily include cash transfer programmes 
for the elderly, single women, people with disabilities, Dalits and those from 
‘endangered ethnicities.’ These cash transfer programmes provides unconditional 
cash transfers to all citizens over the age of 70;29 to destitute widows aged 60 and 
over, and to disabled individuals who are unable to work. Over time, a significant 
number of beneficiaries have opted for these benefits, with, for instance, the 
number of beneficiaries of the old-age allowance having increased seven-fold from 
344,348 in fiscal year 2006/07 to 2.16 million in 2012/13.30 Additionally, there are 
scholarship schemes for poor, girls, and those from marginalized groups; midday 
meal programmes; cash relief to conflict-affected people; social welfare 
programmes, primarily welfare centres and housing support; subsidized food 
distribution in remote districts; and a variety of health-care support. The 
government has also been expanding a maternal birth grant scheme that would 
provide cash incentives to health institutions and workers, transport and free 
delivery services to mothers along with a cash transfer to those opting for delivery 
in health facilities. 31 Notably, Nepal is reportedly the only country with a universal 
old-age pension but just around 7 per cent of the total social protection budget is 
allocated for this form of social assistance (including old-age pension) while an 
additional 6 percent goes for child‐related interventions. 32 

(b) Preventive 

Preventive measures geared towards preventing poverty from occurring include a 
variety of pension schemes for civil servants and teachers, retirement gratuity, and 
medical benefits.33 Recently, the government also introduced the Social Security 
Fund, which is a contributory scheme meant to cover all formal sector workers 
against unemployment, disability, maternity, medical, dependent and old-age 
                                                             
29 The eligibility age for Dalits has been reduced to 60. 
30 Rasmi Raj Pandey and Shankar Nepal, ‘Role of the Ministry of Federal Affairs and Local Development in Social 
Protection,’ cited in UNDP, Development Advocate, Nepal, Year 2, Issue 1, April 2014-September 2014. 
31 Naila Kabeer, ‘Social Protection in South Asia: A Review,’ Prepared as part of a Social Protection Scoping Study 
funded by the Ford Foundation, August 2009. 
32 Child‐related interventions include scholarships for girls and children from disadvantaged groups, including dalits to 
promote attendance at primary school level. There is also provision of free textbooks and meals for primary school 
children. See, Naila Kabeer, ‘Social Protection in South Asia: A Review,’ Prepared as part of a Social Protection 
Scoping Study funded by the Ford Foundation, August 2009. 
33 According to the Labour Rules 1993, employees serving for three years or more and retiring from service are entitled 
to get gratuity, also known as severance pay, at the following rates: (a) for the first seven years of continuous service, 
gratuity should be paid at the rate of 50 per cent of the monthly salary per annum; (b) for seven to fifteen years of 
continuous service, gratuity should be aid at the rate of two-thirds of the monthly salary per annum; and (c) for service 
exceeding 15 years, gratuity should be paid at the rate of one month’s salary per annum. At present, some commercial 
banks and Citizen’s Investment Fund (Nagarik Lagani Kosh) administers gratuity funds. See, Ramesh Badal, ‘Social 
Security System in Nepal,’ presented at the Social Security Seminar in Beijing, November 2005. Available at 
www.gefont.org/.../Social%20Security%20System%20in%20Nepal.doc, accessed on 20 November 2015. 
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benefits. The Social Security Fund is financed by 1 per cent tax on income but 
despite having accumulated significant contributions from formal sector workers, 
the Fund has not yet been operational. 

Other initiatives of similar nature include the Employee Provident Fund, which 
includes mandatory retirement savings scheme for public employees and voluntary 
participation for other formal sector workers. The provident fund collects 10 per 
cent of salary, which is matched by the employer.34 Similarly, the Citizen Investment 
Trust Fund (Nagarik Lagani Kosh), provides various savings and investment 
schemes, insurance programmes, capital markets services, unit-trust management 
services and trustee services such as voluntary retirement schemes and mandatory 
insurance fund programmes on the basis of fully funded and individual accounts. 
There are also welfare funds of the Nepal Army/Nepal Police/Armed Police, and 
other benefits for formal sector workers that include paid leave, maternity benefits, 
and medical expenses. The government has also recently introduced health 
insurance schemes, crop and livestock insurance schemes, free basic healthcare, 
free basic education, immunization and micro-nutrient supplement programme, 
other nutrition related programmes, to support welfare, especially of the poor. 

Importantly, most of the expenditures on social protection would fall under this 
category. In fact, around half of the expenditure on social protection is spent on 
social security for formal workers leaving other vulnerable groups with limited 
support.35 Equally notable is the fact that there are currently no concrete social 
security arrangements for informal sector workers36 even though around 95 per 
cent of employment in Nepal is informal.37 

(c) Promotive 

Promotive programmes that would increase the income and capabilities of people 
are focused mostly on those that would provide employment and entrepreneurial 
opportunities for the beneficiaries. The most important ones include the Youth Self-
employment Program, which provides collateral-free loans for starting business, 
and the Karnali Employment Programme that runs the ‘One Family One Employee’ 
scheme in the remote and poverty-stricken Karnali zone that provides 100 days of 
paid work in public works schemes at minimum wage. Additionally, in the interest 
of building rural infrastructure at the community level, the government has been 
managing the ‘Rural Community Infrastructure Works (RCIW)’ programme, a 
labour-intensive, food-for-work public works project that provides cash and in‐kind 
payments to the poor in return for work done. The programme currently covers 30 
                                                             
34 The fund thus collected is deposited in commercial banks or Karmachari Sanchaya Kosh, an autonomous provident 
fund authority in Nepal.  
35 Naila Kabeer, ‘Social Protection in South Asia: A Review,’ Prepared as part of a Social Protection Scoping Study 
funded by the Ford Foundation, August 2009. 
36 See, Ramesh Badal, ‘Social Security System in Nepal,’ presented at the Social Security Seminar in Beijing, 
November 2005. Available at www.gefont.org/.../Social%20Security%20System%20in%20Nepal.doc, accessed on 20 
November 2015. 
37 Central Bureau of Statistics, Report on the Nepal Labour Force Survey 2008, National Planning Commission, 
International Labour Organization and United Nations Development Programme, July 2009. 
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of the country’s 75 districts. Notably, both these programmes have adopted the 
underlying principle of the National Rural Employment Guarantee Scheme in India. 

Other projects aimed at enhancing livelihood opportunities for the targeted 
populations, primarily the poor, include various poverty reduction programmes and 
support for cooperatives and micro-finance institutions. While agriculture 
development programmes through cooperatives have existed since the 1950s, 
microfinance has increasingly been adopted since the 1990s as a major poverty 
reduction strategy. Importantly, these programmes have been launched by various 
government and non-government organizations and spread across the country. One 
of the widely known programmes of this nature is the Poverty Alleviation Fund 
(PAF), which focuses on enhancing income capabilities, employment generation and 
infrastructure development in the context of decentralized governance. Likewise, 
subsides for the poor and writing off of bank loans of small farmers are also 
important initiatives implemented to promote income and capabilities of the rural 
poor.38  

(d) Transformative 

In the context of social protection, transformative programmes are those that 
address issues of social equity and exclusion. The government amended the Civil 
Service Act in 2007 to provide 45 per cent reservations to women, Dalits, Madhesis, 
and Janajatis in government service. Additionally, there is a range of protection 
measures for children, women, and general citizens under the Civil Code and the 
recently introduced Constitution of Nepal 2015.39 While these are significant steps 
in terms of acknowledging the need to address the social exclusion of marginalized 
groups for equitable development and for addressing the historic wrongs, there is 
more to be desired in terms of translating the principles of inclusion into concrete 
policies and practices.40 

 

 

 

 

                                                             
38 Naila Kabeer, ‘Social Protection in South Asia: A Review,’ Prepared as part of a Social Protection Scoping Study 
funded by the Ford Foundation, August 2009. 
39 The Constitution of Nepal 2015 has considered employment and social security as fundamental rights of every 
citizen. More specifically, Part 3, Section 33, of the Constitution states, ‘every citizen shall have the right to 
employment’ and Section 43 mentions, ‘economically poor, physically incapacitated and helpless persons, helpless 
single women, persons with physical impairment, children, persons who cannot look after themselves and citizens who 
belong to communities that are on the verge of extinction, shall have the right to social security.’ The constitution 
further guarantees ‘right to education,’ ‘right to proper work practices,’ ‘right to health care,’ ‘right to food,’ ‘right to 
housing,’ ‘right of women,’ ‘right of Dalits,’ ‘right of senior citizens,’ as fundamental rights of every citizen.  
40 Naila Kabeer, ‘Social Protection in South Asia: A Review,’ Prepared as part of a Social Protection Scoping Study 
funded by the Ford Foundation, August 2009. 
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Figure 1: Distribution of Expenditure for the Major Social Protection Programmes, 2014/15 

 
Source: Ministry of Finance, Red Book: Estimates of Expenditure, FY 2014-15 
 
 
To sum up, in 2004/05, Nepal spent around 0.5 per cent of its GDP on social 
protection (including pensions) whereas the average for South Asia was about 2.4 
per cent. Presently, the country spends close to 3 per cent on social protection (this 
figure only includes pensions, social security allowances and scholarships, not other 
instruments).41 But despite the plethora of these programmes, a closer look at 
public expenditure on these programmes suggest that a significant share (about 60 
per cent of social protection budget) is used up by social insurance programmes 
which predominantly consist of public sector pensions. In contrast, social assistance 
programmes, comprise 37 per cent of the social protection expenditure, while 
labour market programmes, which are still relatively under developed, account for 
just 2.5 per cent of the total social protection expenditure.42 (See Figure 1) 
 

V. Impact of Social Protection Programmes 

This section of the paper will provide empirical evidence, albeit limited, on the 
impact and performance of the social protection programmes, with data derived 
primarily from the nationally representative household survey, the Nepal Living 
Standards Survey III (NLSS III), and other relevant literature. 

(a) Beneficiaries of Social Protection Programmes 

Existing information indicates that coverage of social protection programmes in 
Nepal is slightly higher than some of the other countries in South Asia like Pakistan, 
Bhutan and Afghanistan (see Figure 2). But the programmes in Nepal are 
geographically dispersed, and awareness about them varies substantially across 
different regions and population groups. 

                                                             
41 Sanjaya Khanal, ‘Social Protection in Nepal: An Overview,’ Development Advocate, Nepal, Year 2, Issue 1, UNDP, 
April 2014-September 2014. 
42 World Bank, ‘Social Safety Nets in Nepal,’ South Asia Social Protection Unit, World Bank, 2011. 
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Figure 2: Breadth of Coverage of Social Protection Programs 

 
Source: ADB. The Social Protection Index: Assessing Results for Asia and the Pacific,  

Asian Development Bank, 2013. Available form 
http://www.adb.org/sites/default/files/publication/30293/social-protection-index.pdf 

 According to the social protection survey supported by the World Bank, 
approximately 26 per cent of households in Nepal participate in at least one safety 
net programme.43 Further, analysis of the NLSS III data indicates that all households 
in the different wealth quintiles are receiving benefits, particularly from cash-
transfer programmes (see Figure 1). Likewise, over 80 per cent of the elderly in 
Nepal receive the old-age allowance.44 This suggests that the majority of social 
protection programmes in Nepal are not targeted at the poor, or at specific 
economically disadvantaged groups. Rather, they are quite universal in their 
coverage and applicability. 

The only programmes that households in the poorer quintiles have exclusively 
benefitted from are the scholarship schemes that are targeted categorically for the 
poor and in-kind transfers that are geographic in scope and limited in terms of 
allocation as well as coverage.45 For instance, of the total beneficiaries of social 
insurance schemes (e.g., Employment Provident Fund, internal and external 
pensions), 70 per cent are from the top two wealth quintiles while 61 per cent of the 
beneficiaries of in-kind transfer programmes are from the two poorest quintiles. 
But social assistance programmes such as cash-transfer programmes (old-age 
pensions, single woman allowances, and maternal incentives) are universal in their 

                                                             
43 Some areas (e.g., Karnali) have much higher coverage and the same is true for areas with higher conflict deaths. 
World Bank, ‘Social Safety Nets in Nepal,’ South Asia Social Protection Unit, World Bank, 2011. 
44 Babken Babajanian, ‘Tackling old age poverty and vulnerability: Social pensions in Asia,’ Poverty in Focus, No. 25, 
International Policy Centre for Inclusive Growth, Brasillia, 2013. 
45 World Bank, ‘Social Safety Nets in Nepal,’ South Asia Social Protection Unit, World Bank, 2011. 
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coverage—35 per cent of the beneficiaries are from the richest two quintiles and 
another 43 per cent are from the bottom two (See Figure 3).46 
 

Figure 3: Beneficiaries of Select Social Assistance Programs across different wealth quintile 

 

 
Source: World Bank, ‘Nepal Report on Human Development: Access, Equity, and Quality in the Education,  

Health and Social Protection Sectors,’ June 2013. 

Similarly, in terms of different caste/ethnic groups, using cash transfers as a proxy 
for social protection, analysis of NLSS III also indicate that the share of benefits 
received by each group is roughly proportional to the group’s population (see 
Figure 4).  
 

Figure 4: Beneficiaries of Cash Transfers by Caste/Ethnicity 

 
Source: World Bank, ‘Nepal Report on Human Development: Access, Equity,  

and Quality in the Education, Health and Social Protection Sectors,’ June 2013. 

                                                             
46 World Bank, ‘Nepal Report on Human Development: Access, Equity, and Quality in the Education, Health and 
Social Protection Sectors,’ June 2013. 
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However, as shown in the figure above, Tarai groups seem to have benefitted 
slightly less than the hill groups from the cash-transfer programmes, pointing to 
possible regional exclusion in the distribution of social assistance benefits.47 
 

(b) Impact of Social Protection Programmes 

So far, there have only been a few rigorous evaluations on the impact of social 
protection programmes in Nepal either by using primary data or secondary 
information. As a result, it is difficult to derive any conclusion on the impact of such 
programmes either in terms of their welfare or their distributional impacts. 
Drawing upon various studies, this section will attempt to provide an analysis of the 
contributions of social protection programmes in terms of addressing poverty, 
inequality and other such benefits. 

On poverty reduction 

At the aggregate levels, the impact of social protection programmes on poverty 
levels has been important. Assuming that the entire beneficiary budget for cash 
transfers was availed to poor households, simulations conducted by the World Bank 
indicates that in the absence of social insurance programmes, the levels of poverty 
in Nepal would have increased from the current rate of 25.2 per cent to 26.6 per 
cent; and without cash transfers and scholarships, the poverty rate would have been 
25.5 per cent (an increase of 0.5 percentage points).48 However, as will be discussed 
in the ensuing sections of the report, the current design and mechanism for 
delivering cash transfer programs has had minimal impacts. 

A comparison across households suggests that the difference between recipients of 
social protection programmes and others are minimal. For instance, based on the 
analysis of the NLSS III, a comparison of households receiving various types of cash 
transfers and the overall national average indicates that the rates of poverty 
(headcount poverty rates) across all groups is similar, indicating that are no impact 
of cash transfers on consumption levels (see Table 2).49 Likewise, the scores on 
Poverty Gap, which measures the intensity of poverty, and the scores on Squared 
Poverty Gap, which measures inequality among the poor, suggests that the impact of 
cash transfers in reducing the intensity of poverty and inequality have been very 
limited, if any.  

  

                                                             
47 World Bank, ‘Nepal Report on Human Development: Access, Equity, and Quality in the Education, Health and 
Social Protection Sectors,’ June 2013. 
48 World Bank. Nepal Report on Human Development: Access, Equity, and Quality in the Education, Health and 
Social Protection Sectors, World Bank, June 2013. 
49 While the difference in national-level poverty rate and poverty levels of households receiving the different types of 
cash transfers is low,  



15 
 

Table 2: Impact of Cash Transfer Programs on Poverty and Inequality 

  Headcount Poverty Gap Squared 
Poverty Gap 

National level 25.2% 5.4% 1.8% 
Cash Transfer Programs    

Widow pension  25.2% 5.4% 1.8% 
Old-age pension  25.6% 5.5% 1.9% 
Disability allowance  25.2% 5.6% 1.8% 
Endangered ethnicities  25.2% 5.4% 1.8% 
All cash transfers  25.6% 5.7% 1.9% 

Poverty targeting  22.2% 4.4% 1.4% 
Source: World Bank, ‘Improving Social Protection for the Vulnerable in Nepal: A Review of Social 

Assistance Programs and Expenditures,’ September 2014 [Draft] 

The national level analysis is also corroborated by area-specific and qualitative 
studies. For instance, an appraisal of the Karnali Employment Programme suggests 
that despite the 100 days of employment provided to one member of the household 
from that impoverished region, only 13 out of 300 responding households indicated 
food sufficiency throughout the year.50 Similarly, recipient households of the child 
grant in Nepal indicated that while they are able to purchase manufactured and 
more nutritious food with the grant, the impact on the overall level of food security 
of the household has not changed because the quantity of food consumed remains 
the same.51 

There is some evidence, however, indicating that in households with the elderly, the 
old-age allowance, despite being minimal, reduces poverty gap by 27 per cent.52 In 
another study, approximately 92 per cent of the recipients of the old-age pension 
mentioned that had it not been for the allowance, it would have been difficult to 
survive, followed by 27.5 per cent of the respondents mentioning that they would 
have been to compelled to work for their two square meals and 11.3 per cent even 
suggesting that they would have been forced to beg for a living.53 The mixed results 
suggested by these studies indicate that while the impact of social protection at the 
household poverty levels might not be too substantial, they do contribute to the 
well-being of individual recipients. 

On Social Transformation 

Besides the impact on poverty, social protection programmes are also considered to 

                                                             
50 Vaidya, Kirit. ‘An Appraisal of the Karnali Employment Programme as a Regional Social Protection Scheme,’ 
Ministry of Local Development (GoN) and the ILO, Kathmandu, November 2010. 
51 Tej Prasad Adhikari, Fatik Bahadur Thapa, Sonam Tamrakar, Prakash Buda Magar, Jessica Hagen-Zanker and 
Babken Babajanian, ‘How does social protection contribute to social inclusion in Nepal,’ NEPAN and ODI, February 
2014.  
52 Kidd, S. and Wylde, E. (2011) Social Protection Evidence Report, Nepal. Draft publication, Development Pathways: 
London, UK. 
53 Laya Prasad Uprety, ‘The Effectiveness of Non-Contributory Social Pension in Nepal,’ NEPAN Research Report, 
No. 11, Nepal Participatory Action Network (NEPAN) and Help Age International, May 2011. 
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have ‘transformative’ roles in that they not only help people meet their basic needs 
and contribute to long-term well-being, but also contribute to broader societal goals 
of inclusion, equity, social justice and empowerment.54 The ‘transformative’ ideals 
of social protection programmes are well couched in the strong rhetoric of inclusion 
in Nepal’s constitution as well as a variety of social inclusion initiatives. However, 
existing data indicates that Dalits have lower coverage rates in terms of accessing 
social protection programmes. For instance, according to the Social Protection 
Survey conducted by the World Bank, the existing scholarship schemes covers only 
36 per cent of eligible Dalit schoolchildren while Janajatis and Brahmins/Chhetris 
receive the bulk of resources.55 In terms of gender, there is good coverage of 
women—74 per cent of women eligible for either the old-age pension or widow 
allowances are covered. 56 But the differences across various groups of women (i.e., 
Dalit women, Janajati women, Madhesi women, and women from the ‘upper caste’ 
groups), remains to be examined. 

Seemingly, the fact that Dalits are eligible for old-age pension after reaching 60 
years of age while those from other groups receive it only when they reach 70 years 
indicates the government’s efforts to support one of the most marginalized sections 
of its population and also recognize their historic exclusion. However, contrary to 
the objectives of this lowered eligibility rate, findings from a research conducted in 
Rolpa district suggests that it has led to tensions between Dalits and non-Dalits, 
particularly in the latter harbouring negative attitudes against Dalits as well as the 
state.57 

On Non-Tangible Benefits 

Social protection programmes also seem to have an impact beyond poverty and 
inclusion, especially for the elderly who have other forms of safety nets (e.g., living 
arrangements with family members, particularly children). In a study conducted by 
Help Age (2009), it was found that the elderly used a large portion of the old-age 
pension toward their personal healthcare (e.g., buying medicine) and for personal 
supplies (e.g., clothing, toiletries, tobacco, donations) while many others pooled 
their money with the household income.58 

Corroborating this is another study which found that an overwhelming percentage 
(83.7 per cent) of beneficiaries of old-age pension reported that access to such cash 
transfer programs had made them self-confident while 80 per cent reported that it 

                                                             
54 Sabates-Wheeler, R. and Devereux, S. ‘Transformative Social Protection: The Currency of Social Justice’, in A. 
Barrientos and D. Hulme (eds) Social Protection for the Poor and Poorest: Concepts, Policies and Politics. Basingstoke 
and New York: Palgrave Macmillan, 2008; UNICEF (UN Children’s Fund), Integrated Social Protection Systems: 
Enhancing Equity for Children: UNICEF, Social Protection Strategic Framework. New York: UNICEF, 2012. 
55 World Bank, ‘Social Safety Nets in Nepal,’ South Asia Social Protection Unit, World Bank, 2011. 
56 World Bank, ‘Social Safety Nets in Nepal,’ South Asia Social Protection Unit, World Bank, 2011. 
57 Sony KC, Bishnu Raj Upreti, Suman Baby Paudel, Gopikesh Acharya, Annal Tandukar and Babken Babajanian, 
‘The Old Age Allowance and Perceptions of the State in Rolpa District, Nepal,’ ODI and NCCR, October 2014. 
58 HelpAge, ‘The universal social pension in Nepal: An assessment of its impact on older people in Tanahun district,’ 
HelpAge International, 2009. 
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developed their sense of being ‘self-reliant.’59 More precisely, according to the Help 
Age study, the elderly perceived that receiving the pension had contributed towards 
improving their relationships with other family members and in the way that the 
community treated them—for instance, local shopkeepers were more willing to 
provide them with credit for purchases. 60 Likewise, a number of beneficiaries of the 
child grant emphasized that having access to the grant has enabled them to access 
informal loans or credit, particularly amongst women who often have no other 
forms of wealth that can be used as collateral for a loan.61 Equally important is the 
fact that social protection programs are appreciated as an evidence of state’s 
recognition of its vulnerable population and concern for them thus legitimizing 
state authority.62 

(c) Explaining the Limited Impact of Social Protection Programmes 

There are several factors that help explain the limited impact social protection 
programmes have in terms of reducing poverty and enhancing the welfare and well-
being of its beneficiaries. The first set of concerns relate to governance and 
accountability factors. A comparison between the number of people receiving 
benefits (as reported in the NLSS III) and the officially enrolled beneficiaries show 
that approximately 35 per cent of the officially registered beneficiaries for widow 
pensions and 10 per cent for old-age pension do not actually receive the said 
payments (see Table 2). Budget-wise, this amounts to households receiving only 
NPR 5.8 billion from four different types of social protection benefits (namely, old-
age pension, widow pension, disability allowance, and endangered ethnicities 
allowance) against the official budget allocation of NPR 6.8 billion, suggesting a 
leakage somewhere of 16 per cent. 

  

                                                             
59 Laya Prasad Uprety, ‘The Effectiveness of Non-Contributory Social Pension in Nepal,’ NEPAN Research Report, 
No. 11, Nepal Participatory Action Network (NEPAN) and Help Age International, May 2011. 
60 HelpAge, ‘The universal social pension in Nepal: An assessment of its impact on older people in Tanahun district,’ 
HelpAge International, 2009. 
61 Babken Babajanian, Jessica Hagen-Zanker and Rebecca Holmes, How do social protection and labour programmes 
contribute to social inclusion? Evidence from Afghanistan, Bangladesh, India and Nepal, Overseas Development 
Institute, March 2014.  
62 See, Sony KC, Bishnu Raj Upreti, Suman Baby Paudel, Gopikesh Acharya, Annal Tandukar and Babken 
Babajanian, ‘The Old Age Allowance and Perceptions of the State in Rolpa District, Nepal,’ ODI and NCCR, October 
2014. 
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Table 3: Summary Statistics for Select Cash Transfer Programs (2010-11) 

 Old-age 
Pension 

Widow 
Pension 

Endangered 
Ethnicities Allowance 

Disability 
Benefits 

Number receiving benefit (‘000) 717.4 207.7 14.2 25.6 
Officially registered (‘000) 792.5 319.8 19.7 23.1 

Difference between enrolled and observed 
beneficiaries 

75.1* 112.1* 5.5 -2.5 

Leakage Rate 9.5* 35.1* 28.0 -11.0 
Average annual benefit (NPR) 5,669 5,796 5,561 4,423 
Official Entitlement (NPR) 6,000 6,000 12,000 9504 

* indicates significant difference at 95 per cent confidence level  
Source: World Bank, ‘Improving Social Protection for the Vulnerable in Nepal: A Review of Social  

Assistance Programs and Expenditures,’ September 2014 [Draft] 
Note: The total number of persons receiving widow pension and old-age pension scheme varies in Table 3 and 4. 
These are the figures included in the World Bank report cited, and could not be verified by the Ministry of Federal 
Affairs and Local Development at the time of writing this report.  
 
To further explain the leakages, a study conducted on old-age pension in Rolpa 
noted irregularities such as inability of the government to distribute the allowance 
every month to remote areas along with monetary constraints and travel time 
required to travel to the VDC office in order to collect the allowance were among the 
major hurdles identified.63 Admittedly, concerns relating to corruption, clientelism, 
and mismanagement of public funds are issues requiring systemic changes as well 
as long-term policy engagement, which might be beyond the scope of social 
protection programmes, but they do have a bearing on the impact of such protection 
programmes though they are not exclusive to them. 

Second, as mentioned earlier, the existing social protection programmes in Nepal, 
barring the recent initiative in 25 districts for poverty targeting using means 
testing, have used either categorical and/or geographical targeting methods. Hence, 
their impact on poverty is not explicitly intended, at least in the conceptualization 
and design of these programmes as a form of intervention for poverty alleviation.64 
But, a related factor that might also explain the limited impact is the low transfer 
amount. For instance, the total amount for widow allowance and old-age allowance 
is NPR 500 (USD 5) per month for each.65 Further, another study conducted in the 
Karnali region found that the Child Grant in Nepal is too small (equivalent to 13 per 
cent of the poverty line or the cost of one chicken) to enhance household food 
security or poverty levels in a substantial manner. The limited impact is also layered 
by the fact that most households in the region experience multiple deprivations.66 

                                                             
63 Sony KC, Bishnu Raj Upreti, Suman Baby Paudel, Gopikesh Acharya, Annal Tandukar and Babken Babajanian, 
‘The Old Age Allowance and Perceptions of the State in Rolpa District, Nepal,’ ODI and NCCR, October 2014. 
64 World Bank, ‘Social Safety Nets in Nepal,’ South Asia Social Protection Unit, World Bank, 2011. 
65 http://www.ssa.gov/policy/docs/progdesc/ssptw/2010-2011/asia/nepal.html; See also, Babken Babajanian, Jessica 
Hagen-Zanker and Rebecca Holmes, How do social protection and labour programmes contribute to social inclusion? 
Evidence from Afghanistan, Bangladesh, India and Nepal, Overseas Development Institute, March 2014.  
66 Babken Babajanian, Jessica Hagen-Zanker and Rebecca Holmes, ‘Can social protection and labour programmes 
contribute to social inclusion? Evidence from Afghanistan, Bangladesh, India and Nepal,’ Overseas Development 
Institute, Briefing 85, April 2014.  
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The third set of factors that explain the weak linkage between social protection 
programmes and poverty and inequality are related to undercoverage and inclusion 
errors in existing programmes. An analysis of the old-age pension and the widow 
allowance indicates that approximately a third of the households with an eligible 
beneficiary did not receive the said benefits during the reference year (see Table 4). 

Table 4: Undercoverage and Inclusion Errors 

 Old-age 
Pension 

Widow 
Pension 

Endangered 
Ethnicities 

Number eligible (‘000) 1,135.0 372.5 21.1 
Of which receiving 705.2 201.1 9.1 
Of which not receiving 429.8 171.4 12.0 
Undercoverage rate67 37.9 46.0 56.7 

Ineligible receiving benefit (‘000) 12.2 6.6 5.0 
Inclusion error rate (%) 1.7 3.2 35.5 

Source: World Bank, ‘Improving Social Protection for the Vulnerable in Nepal: A Review of  
Social Assistance Programs and Expenditures,’ September 2014 [Draft] 

Note: The total number of persons receiving widow pension and old-age pension scheme varies in Table 3 and 4. 
These are the figures included in the World Bank report cited, and could not be verified by the Ministry of Federal 
Affairs and Local Development at the time of writing this report.  
 
Similarly, the safer motherhood maternity incentive scheme is reported to have 
disproportionately reached wealthier families, as such families are more likely to 
use the health facilities. Indeed, Powell-Jackson and Wolfe (2008) report that the 
wealthiest 20 per cent of women received 60 per cent of the cash benefits, reflecting 
the fact that women who use government maternity services are disproportionately 
wealthier.68 To explain the undercoverage and inclusion errors, Holmes and 
Uphadya (2009: 11) point out, ‘Part of the reason that the coverage of cash transfers 
is so low is because of the targeting approach taken to cash transfer programming 
in the form of social categorical targeting renders many of the poor ineligible to 
receive transfers. While categorical targeting by social group tends to 
disproportionately benefit the non-poor, they are politically accepted by the 
government.’69 

 

 

VI. ‘Politics of Social Protection’ 

As a prelude to concluding, this section of the paper will discuss some of the 
‘political’ factors, as mentioned in the last part of the previous section, that seem to 

                                                             
67 Undercoverage rate is determined based on the proportion of eligible individuals not receiving the benefit. Disability 
benefit was excluded from the calculations because of the difficulties in determining eligibility from the household 
survey data.  
68 Powell-Jackson, T. and Wolfe, R. (2008) Encouraging women to use professional care at childbirth. Does Nepal’s 
Safe Delivery Incentive Programme work? Evidence from the district of Makwanpur. Towards 4+5 Research 
Programme Consortium, Briefing Paper 2, November 2008. 
69 Rebecca Holmes and Shizu Uphadya (2009). The Role of Cash Transfers in Post-Conflict Nepal. London: ODI. 
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be key in terms of understanding the politics of social protection in the Nepal. 
Broadly speaking, the concept of social protection is based on the notion of a ‘social 
contract’ between the state and its citizens. Central to this contract is the idea that a 
government should assume the final responsibility for ensuring that citizens do not 
fall below a certain level of poverty while also providing safety nets for households 
unable to meet these minimum levels. However, the evolution of social protection 
programmes in Nepal indicates that existing programmes are a result of political 
settlements between different governments that have come into power since 1990.  

Specifically, with the advent of democracy in 1990, and particularly since the end of 
the conflict in 2006, the Nepali state has increasingly taken on the responsibility of 
financing the delivery of various social protection initiatives. The timing of such 
efforts indicate that this is partly in an attempt strengthen efforts towards poverty 
reduction and hence address some of the root causes of the conflict that had 
engulfed the country since 1996. But, as a state that has only recently transitioned 
to democracy from absolute monarchy, there were also significant pressures to 
‘construct a strong self-image, build legitimacy and—perhaps more cynically—
secure popular support.’70 In particular, the fact that social protection has been 
framed by the government as an instrumental tool with multiple applications and 
objectives from public food provision through basic social services to overcoming 
social exclusion and other forms of inequalities means that not only is the 
conception of social protection in Nepal an ambitious agenda but the persistent 
efforts made by various governments on this front despite the limited evidence of 
impact also means that the ‘political positioning of social protection as panacea’ 
needs to be further examined.71 

As argued by Koehler (2014), while the increased attention to social protection can 
be interpreted as ‘an expression of government’s concern with poverty and social 
exclusion, and of its stated intention to improve living conditions and human 
development outcomes of the disadvantaged and oppressed majority of the 
population,’ factors such as competition between political parties and public 
pressure from civil society organizations and the larger politically interested 
community, cannot be discounted either.72 In particular, following the end of the 
conflict in 2006, there has been greater pressure on the policy-makers to respond to 
the displaced and other categories of conflict-affected people, increased awareness 
about rights amongst the populace, demographic transitions and the pressures 

                                                             
70 Bishnu Raj Upreti, Sony KC, Richard Mallett and Babken Babajanian, with Kailash Pyakuryal, Safal Ghimire, Anita 
Ghimire and Sagar Raj Sharma, ‘Livelihoods, basic services and social protection in Nepal,’ Secure Livelihoods 
Research Consortium, Working Paper 7, August 2012. See also, Jones, S. ‘The Politics of Social Rights: Social 
protection and free health care in Nepal’. Public Management Review 14(2): 239-54, 2012.  
71 Sharma, J. R. and Donini, A. ‘From Subjects to Citizens? Labor, Mobility and Social Transformation in Rural 
Nepal’. Briefing Paper. Boston: Tufts University, Feinstein International Center, 2012; Gabriele Koehler, ‘Social 
Protection and Socioeconomic Security in Nepal,’ IDS Working Paper, Volume 2011, No., 370, August 2011; Bishnu 
Raj Upreti, Sony KC, Richard Mallett and Babken Babajanian, with Kailash Pyakuryal, Safal Ghimire, Anita Ghimire 
and Sagar Raj Sharma, ‘Livelihoods, basic services and social protection in Nepal,’ Secure Livelihoods Research 
Consortium, Working Paper 7, August 2012.  
72 Gabriele Koehler, ‘Social Protection in Nepal: Challenges and Ideas,’ Development Advocate, Nepal, Year 2, Issue 
1, UNDP, April 2014-September 2014. 
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contained therein, rural-urban differences in the standards of living, and poverty of 
the people that is more acute amongst the marginalized groups of society.73 

Likewise, the low transfer amount of these programmes also suggests that they are 
‘populist’ measures that serve as ‘placebos to the people in lieu of genuine support 
and structural socio-economic transformation.’74 In this regard, it is not surprising 
that each successive government in power in Nepal has either added new schemes 
or sought to redesign the existing social protection programmes primarily to secure 
their vote banks. There is some evidence to back such an assumption. For instance, 
a study conducted by ODI (2014) indicates that 93 per cent of beneficiaries in Nepal 
feel that the introduction of the Child Grant is an indication the government cares 
about their socioeconomic situation.75 

The 1990 Constitution of Nepal drafted under a multiparty democratic government 
had directed the state to pursue policies to ensure the education, health, social 
security and welfare of orphans, women, the aged, and disabled or incapacitated 
persons. Accordingly, in 1995, a cash transfer programme was introduced by the 
left-of-centre Communist Party of Nepal—Unified Marxist-Leninist (UML)-led 
Government of Nepal for senior citizens (above 75), widows above 60 years and 
people with disabilities. Likewise, the Interim Constitution of Nepal (2007) enacted 
at a time the ideals of a ‘New Nepal’ were being carved out, directs the state to 
extend social protection to marginalized people, including those without land and 
bonded labourers. It also initiates special temporary measures such as affirmative 
action in education, health, housing, employment and food security for marginalized 
people. Subsequently, in 2008, the Maoist-led government reduced the minimum 
age for receiving old-age allowance from 75 to 70 for all and to 60 for Dalits and 
those from the Karnali region.76 
 
Evidently, social protection initiatives in Nepal are influenced more by populism 
and less by concrete evidence or fiscal calculations. Following the relaxation of 
eligibility criteria in 2008 the number of beneficiaries of cash transfer programmes 
increased from 572,342 in FY07/08 to 978,752 in FY08/09. Similarly, when the 
benefit amount for old-age pension was increased from NPR 200 in FY07/08 to NPR 
500 per month, the estimated fiscal impact of the combination of the increased 
enrolment and the higher benefit amount for old-age pension alone was in the order 
of NPR 2.4 billion, roughly a 170 per cent increase. As a result, between FY07/08 
and FY08/09, the social protection expenditure of the Ministry of Federal Affairs 
and Local Development (MoFALD), the main government agency responsible for the 
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cash transfer and in-kind transfer programmes, jumped from NPR 1.4 billion to 4.8 
billion, or 0.17 to 0.49 per cent as a share of GDP.77 
 
 

VII. Conclusion 

In conclusion, whether it is for political expediency or as a genuine effort to address 
poverty and inequality in the country, findings from various evaluations repeatedly 
point to the failures of the existing social protection programmes in Nepal to reduce 
poverty, inequality and vulnerability, which is further compounded by challenges of 
‘governance.’78 On the one hand, such poor governance practices affect delivery of 
social protection programmes and the ability of beneficiary households to reap 
benefits from such support. On the other hand, poor governance also harbours 
negative perceptions of government and leadership involved in service delivery 
thus undermining the very premise—to receive popular support, based on which 
the various governments have been introducing/redefining the different social 
protection schemes.  
 
The evidence cited in the paper, and more importantly, the proportion of budget 
allocations earmarked for social protection in Nepal caters largely to formal sector 
workers and away from the large and growing pool of informal economy and 
informal sector workers, a phenomenon that is common across all South Asian 
countries. Already, the rights-based discourses on social protection that consider 
social protection to be a right and an entitlement is increasingly gaining ground in 
Nepal. Such normative principles place significant onus on the state and its various 
actors to balance the demand side with supply-side considerations. Moving forward, 
the present trends only underscore the importance of widening the coverage—both 
in terms of depth as well as breath—of social protection programes/schemes. This 
would require first and foremost the need to recognize social protection as a policy 
imperative rather than a set of programmatic interventions. 
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