
POVERTY ANALYSIS (SUMMARY)1 
 

1. Income Poverty.  Nepal has made notable progress in reducing poverty since 1996. 
Based on the national poverty line, overall headcount poverty was 25.2% in 2011. Even though 
the official national poverty line had been raised to reflect the changing consumption basket,2 
this was a significant improvement on the high poverty levels in 2004 (30.9%) and 1996 
(41.8%). The poverty gap index3 (at the national poverty line) has also steadily declined from 
11.8% in 1996 to 7.6% in 2004 and 5.4% in 2011, suggesting that the severity of the poverty 
experienced by those living under the poverty line had eased and that more people were closer 
to being lifted out of poverty. Growing remittances from workers abroad, equivalent to 24% of 
GDP in fiscal year (FY)4 2013, has been the key factor in the reducing Nepal’s poverty. About 
56% of the country’s households receive remittances in some form.  
   
2. Use of the current standard international measures of poverty (incomes below $1.25 a 
day and $2.00 a day) also shows a similar poverty decline in Nepal. In 2010, 24.8% of Nepalese 
lived on less than $1.25 per day, compared with 53.1% in 2004 and 68.0% in 1996. In 2011, 
57.3% of the country’s people lived on less than $2.00 per day, down from 77.3% in 2004 and 
89% in 1996. Nonetheless, a quarter of Nepalese continue to live their lives in absolute poverty, 
and 64.7% of the country’s people are still poor in terms of the multidimensional poverty index 
(value of 0.35).5 
 
3. Non-income poverty. Nepal has also substantially reduced non-income poverty. The 
country was ranked third in the “top movers” on the 2010 United Nation’s Human Development 
Index (HDI) and was second in terms of non-income HDI improvement.6 Nevertheless, Nepal’s 
HDI score of 0.463 in 2012 (157th out of 187 countries ranked), remained below those of other 
South Asian countries. The average number of years of total schooling for youths 15–24 years 
of age in Nepal was 5.6 years in 2010, below the South Asia average of 7.3 years and much 
lower than in East Asia (11.0 years). The average years of total schooling of adults 25 and older 
was even lower, at 3.2 years. The country’s performance on the health front is better. The 
prevalence of underweight children under 5 years of age declined from 42.6% in 1995 to 29.1% 
in 2011. This is much lower than the South Asian average of 42.6%, although the rates in East 
Asia (3.4%) and Southeast Asia (18.4%) are significantly better. Stunting—an indicator of 
chronic malnutrition—remains high at 41% among children under 5 in Nepal. Studies have 
shown that the first 1,000 days of life—during pregnancy and the first 24 months after birth—are 
the most critical period in a human’s cognitive development. Damage caused during this period 
due to lack of nutrition has life-long implications. The disparities in human development status 
between Nepal’s geographical regions and ethnic groups may well be attributable to food 
availability and choices arising from environmental as well as cultural factors.       
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4. The extent of a population’s access to basic utilities and services is another non-income 
poverty indicator. Nepal’s per capita electricity consumption, at 91 kilowatt hours (kWh), remains 
far below the averages of 525 kWh for South Asia, 1,530 kWh for the developing member 
countries of the Asian Development Bank, and 8,332 kWh for the developed member 
economies of the Asia Pacific region. Nepal fares better in access to water supply. An estimated 
89% of the population has access to an improved source of drinking water, which is only slightly 
below the South Asia average of 91%.          
    
5. Nepal has achieved three of the fifteen Millennium Development Goal targets and is 
likely to achieve six more targets. Three other targets are potentially likely to be met while two 
are unlikely and there is lack of data to report on target 7(D) related to slum dwellers (Table 1).    

Table 1: Progress on the Millennium Development Goals  

Goals Target 
Likelihood of 
Achievement 

Goal 1: Eradicate extreme 
poverty and hunger 

1A. Halve, between 1990 and 2015, the proportion of people 
whose income is less than $1.25 a day 

Likely 

1B. Achieve full and productive employment and decent work for 
all, including women and young people 

Potentially likely 

1C. Halve, between 1990 and 2015, the proportion of people 
who suffer from hunger  

Likely 

Goal 2: Achieve universal 
primary education 

Ensure that, by 2015, children everywhere, boys and girls alike, 
will be able to complete a full course of primary schooling 

Potentially likely 

Goal 3: Promote gender 
equality and empowerment of 
women 

Eliminate gender disparity in primary and secondary education, 
preferably by 2005, and in all levels of education no later than 
2015 

Unlikely 

Goal 4: Reduce child mortality Reduce by two thirds, between 1990 and 2015, the under-five 
mortality rate 

Likely 

Goal 5: Improve maternal 
health 

5A. Reduce by three quarters the maternal mortality ratio Achieved 
5B. Achieve universal access to reproductive health Likely 

Goal 6: Combat HIV/AIDS, 
malaria and other diseases 

6A. Have halted by 2015 and begun to reverse the spread of 
HIV/AIDS 

Likely 

6B. Achieve, by 2010, universal access to treatment for 
HIV/AIDS for all those who need it  

Unlikely 

6C. Have halted by 2015 and begun to reverse the incidence of 
malaria and other major diseases 

Achieved 

Goal 7: Ensure environmental 
sustainability 

7A. Integrate the principles of sustainable development into 
country policies and programs and reverse the loss of 
environmental resources 

Likely 

 7B. Reduce biodiversity loss, achieving, by 2010, a significant 
reduction in the rate of loss 

Potentially likely
a
 

 7C. Halve, by 2015, the proportion of the population without 
sustainable access to safe drinking water and basic sanitation 

Achieved
b 

 7D. Achieve, by 2020, a significant improvement in the lives of at 
least 100 million slum dwellers 

Lack of data 

a 
Of the six indicators measuring this target, three are satisfactory while there is lack of data on the remaining three.  

b 
Original targets for access to improved drinking water source and sanitation have been met.

 

Sources: Adopted from Government of Nepal, National Planning Commission and United Nations Country Team of 
Nepal. 2013. Nepal Millennium Development Goals Progress Report 2013. Kathmandu.     
 

6. Inequality. Inequality has declined in Nepal. On average in 2011, individuals in the 
highest income quintile earned five times more than those in the lowest quintile. The ratio was 
comparable to the developed member economies of Asia Pacific region. The Gini index 
measurement of income distribution was 32.8 in 2011, a significant improvement from 43.8 in 
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2004. The drop in the measured degree of income inequality was much larger in urban areas— 
from 43.60 to 35.29—than in rural Nepal, where the decline, from 34.9 to 31.1, was more 
modest. Inequality remains higher in urban areas, however. Notwithstanding the reductions in 
overall poverty and inequality, Nepal must still address persistent disparities between its 
geographical areas and its ethnic and social subgroups.  
 
7. In 2011, rural headcount poverty, at 27.4%, was almost double that in urban areas 
(15.5%). The geographical distribution of poverty, when measured according to the national 
poverty line, was 21.4% in the eastern development region, compared with 45.6% in the far-
western development region; and 42.3% in the mountain region, compared with 23.4% in the 
lowland Terai region.7 However, the distribution of actual numbers of the poor varies from the 
incidence of poverty. The top five highest concentrations of the poor in absolute numbers are in 
the central rural Terai (13.9%), the far-western rural hills (13.3%), the central rural hills (10.8%), 
the western rural hills (10.5%), and the rural eastern Terai (9.6%).  
       
8. Another important dimension of Nepal’s poverty challenge is the disparity in the rates of 
income poverty and in human development across the country’s ethnic groups and social 
castes. 8 The incidence of poverty within populations identified as low-caste, Dalits is 43.6% in 
the hill areas and 38.2% in the Terai, much higher than among Newars (10.3%), high-caste hill 
Brahmins (10.3%), and the national average (25.2%).  
 
9. The overall decline in the country’s poverty can be largely attributed to remittances, 
increases in wages, and enhanced access to basic services. While road connectivity seems to 
be a key determinant in the geographical disparities in poverty distribution, a more thorough 
analysis is needed to understand the sharp variations between ethnic and caste groups to fully 
assess the problem. Part of this disparity may be explained by its correlation with educational 
attainment. The incidence of poverty among those with no schooling is 33.5%, compared with 
7.1% among those who have completed grade 11 and higher. However, persistent disparities in 
educational attainment between ethnic and caste groups suggest that the traditional 
exclusionary barriers continue to exist, especially in rural areas.9   
 
10. Poverty is often seasonal in Nepal, a reflection of its predominantly agricultural society. 
Poverty incidence is highest during April and May, the dry season when food can be scarce, 
and lowest in November, during the post-monsoon harvest season. Extreme weather 
fluctuations that are expected to result from climate change may exacerbate this variation.  
 
11. Government poverty reduction strategy. The government’s strategy for reducing 
poverty originates from the Tenth Five Year Plan (FY2003–FY2007).10 The plan was strongly 
oriented toward income and non-income poverty reduction, with a vision of achieving socially 
justifiable development by bringing hitherto left-out groups into mainstream. It had four pillars: (i) 
broad-based and higher economic growth; (ii) human development; (iii) targeted programs to 
foster social inclusion of the very poor and vulnerable groups; and (iv) good governance. A 
number of cross-cutting approaches were also launched to (i) promote community participation 

                                                           
7
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in managing local development activities; (ii) accelerate decentralization; and (iii) redefine the 
role of the state in delivering services in partnership with the private sector, nongovernment 
organizations, and community organizations.  
 
12.  The approach paper for the new Three Year Plan for FY2014–FY2016 aims for Nepal’s 
graduation from the least-developed country category by 2022 and the reduction of poverty 
incidence to 18% by FY2016. Its goals are to (i) achieve broad-based, inclusive, and 
sustainable development; (ii) develop infrastructure; (iii) enhance access to and quality of social 
services; (iv) extend good governance; (v) pursue economic and social development of 
marginalized groups and regions; and (vi) address climate change. The plan recognizes that it is 
the government’s role to provide a growth dividend to the country’s people by ensuring social 
justice; achieve better socioeconomic balance between the regions; and ensure accountability 
of local governments by developing their capacity in collaboration with local nongovernment 
organizations and community organizations, including cooperatives.  
 
13. The government is seeking to increase social inclusion of the very poor and marginal 
groups, in part by putting social safety net programs in place. These will aim to address life 
cycle risks and include cash transfers for families with children under 5, the elderly, widows, the 
disabled, and targeted to some highly marginalized ethnic groups. Scholarship programs for 
Dalits, girl students, and other marginalized groups have been established to encourage their 
enrollment in school. Several public works programs also provide employment to residents of 
the remote, food-insecure Karnali region. However, the systems governing these programs are 
still rudimentary, have insufficient oversight mechanisms, and are fraught with fiduciary risks. 
 
14. Poverty reduction in the country partnership strategy (2013–2017). The new country 
partnership strategy prioritizes the following actions and programs to enhance poverty reduction 
impacts:  

(i) It aims to expand economic opportunities by addressing the bottlenecks created 
by inadequate power, air and road transport, and urban infrastructure. This is 
intended to promote much-needed private investment in labor-intensive 
industries and services.  

(ii) It aims to enhance access to economic and job opportunities by developing 
human capital (education and skills), rural infrastructure (including rural 
renewable energy, irrigation, and rural roads), and water supply and sanitation.  

(iii)  Under the CPS, ADB will support extending social protection by (a) providing 
advisory technical assistance for developing a national social protection 
framework and a more flexible labor market (with social security for workers); and 
(b) piloting innovative ways to address social protection issues, including 
systems of cash transfers, decentralized support for vulnerable families, and 
protection for women and children. 

(iv) ADB will mainstream gender equality and social inclusion in most of its sector 
operations, as well as disaster risk management through promotion of school 
safety in education programs, water disaster risk reduction, and climate change 
adaptation.  

(v) The CPS calls for the promotion of good governance and public financial 
management reforms at the local government level to improve accountability and 
transparency in delivering programs at the local government level.  

 


