NEPAL LIVING STANDARDS SURVEY IV
2022-23

SUMMARY REPORT

2

%
3

%%‘xﬁsawm&r@

National Statistics Office

Office of the Prime Minister and Council of Ministers
Thapathali, Kathmandu
February 2024



NEPAL LIVING STANDARDS SURVEY IV
2022-23

SUMMARY REPORT

3 T

NATIONAL STATISTICS OFFICE

Office of the Prime Minister and Council of Ministers

Thapathali, Kathmandu
February 2024



Published by

NATIONAL STATISTICS OFFICE
Thapathali, Kathmandu Nepal

Phone: 5345947, 5327720
Email: info@nsonepal.gov.np
Web site: https://nsonepal.gov.np

First Edition: February 2024
3000 copies
Printed in Nepal


mailto:info@nsonepal.gov.np

Ref. No.

Governmeé of Nepal
Office of the Prime Minigibrai

National St

2p Mment © x\‘- '
¢A%"anu3v§§§

Phone

4245946
4245947
42459438
4245848
4241801
4228406

o, \CS
Nal Statis\\ Fax: 977-14227720
Post Box No: 11031
PREFACE Thapathali, Kathmandu

It is my pleasure to present the summary results of the fourth Nepal Living Standards Survey
(NLSS IV). NLSS IV is a nationwide household survey conducted year-round from July 2022 to
June 2023. This survey consists of most topics from simple household structure to tough
questions on expenditure, labor participation, income, and others. In this context, it is worth
mentioning that such surveys had already been started in Nepal from 1995/96, the third one
being in 2010/11. The data from these surveys is crucial for preparing the poverty profile and
level of other living conditions like the housing of Nepalese people.

The NLSS IV is a survey of its kind, conducted for the first time after Nepal had entered a new
state structure, the Federal System in 2015. There is a gap in consumption and poverty-related
statistics for the newly formed provinces. The sample design of this survey fulfills this
requirement. The survey had started a year earlier, which unfortunately, due to the pandemic,
had to be postponed.

On publication of this summary report, | want to convey to all, this report is only a part that
will fulfill the requirements of the new state structure. This report contains only the most
sought-after statistics related to poverty and household welfare. A detailed report is still to
come after incorporating valuable suggestions from general users, and personnel of different
level governments. In this regard, | am looking forward to receiving valuable input from all
data users.

| am grateful to all the household respondents who cooperated in this survey by sparing their
time to respond to long and tiring questions.

| also thank the staff members of the World Bank, staff members of the Social Statistics
Division, the Household Survey Section of the National Statistics Office, and other
stakeholders for their untiring efforts in the publication of this summary report.

e

Toyam Raya
Chief Statistician
National Statistics Office

February 2024
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POVERTY IN NEPAL

Introduction

The Nepal Living Standards Survey (NLSS), first administered in 1995-96, was a milestone
survey introduced for the objective measurement of people’s living standards and determining
the level of poverty in the country. The survey covered a wide range of topics related to
household welfare, including demography, consumption, income, access to facilities, housing,
education, health, employment, credit, and remittances, among others.

The survey was the first of its kind to measure the “extent and dimension” of poverty in Nepal.
The findings were useful for decision-makers in government agencies, civil society
organizations, and the international development partners. Realizing the importance of the
NLSS-1, NLSS-1I and NLSS-I1I were implemented in 2003-04 and 2010-11 respectively to
update the poverty measures. Since 1996, the survey has also been used to assess the impact of
policies and programs on poverty and other indicators of social well-being as well as to monitor
and track improvements in living conditions of the people. Furthermore, the survey data has
provided a sound basis for monitoring the Sustainable Development Goals (SDGs) over time.

Accurate, reliable, and timely data are the basis for monitoring the government's efforts and
achievements towards fulfilling its development objectives. Therefore, the Government of
Nepal decided to conduct the fourth Nepal Living Standards Survey (NLSS-1V). Accordingly,
the National Statistics Office (NSO), then Central Bureau of Statistics, administered NLSS-1V
in 2022-23 between July 2022 and June 2023. The survey implementation and poverty
estimation methodology were supported with technical assistance from the World Bank.

NLSS-IV provides the latest estimates of poverty in Nepal. The methodology adopted for
poverty estimation in 2022-23 follows current international best practices.

The NLSS-1V is the first living standards survey conducted in Nepal after restructuring of the
administrative and political boundaries since the new Constitution was enacted in 2015. The
survey contains information on a wide range of topics related to household welfare from a
representative sample of 9,600 households. It is designed to provide estimates nationally and in
the 15 new analytical domains, 14 urban-rural domains across the seven provinces, and one
separate domain for Kathmandu Valley urban. It collects detailed information on households’
food and non-food consumption and expenditures that are used to estimate poverty.

Like in other countries in South Asia, Nepal’s poverty line is defined using the Cost of Basic
Needs (CBN) approach. According to the CBN, a poverty line is the minimum expenditure
needed by an individual to fulfill their basic food and non-food needs. Based on the food
consumption patterns of households in the NLSS, and the average cost per calorie, a food
poverty line is estimated. This line quantifies the cost of purchasing basic food items which
fulfil a minimum caloric requirement. The food poverty line is augmented with an allowance to
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meet basic non-food needs (non-food poverty line). The absolute poverty line is the total
monetary value of basic food and non-food needs and defines the minimum acceptable standard
of living in the country. Individuals whose consumption expenditures are below this minimum
monetary threshold are identified as poor.

The NSO undertook a comprehensive review of the poverty estimation methodology over the
past several months to align with the current international best practices and standards. The
technical review was imperative given the 12-year long gap from the last round (NLSS-I1I1), the
transition to a federal system requiring poverty estimates at the sub-national level, observed
changes in consumption behaviours and substantial welfare changes in the country as seen in
the survey itself.

This review led to the adoption of a new poverty line with 2022-23 as the base year. The
updated line raises the bar for minimum living standards in line with Nepal’s aspirations and
reality and will form the basis for monitoring national and provincial poverty going forward.
Regularly revising the poverty line also demonstrates Nepal's commitment to effective and more
inclusive targeting of pro-poor programs with changing realities.

This document briefly summarizes the survey design and methodology for updating the poverty
line, and presents the latest poverty estimates for 2022-23, using the revised poverty line. It also
discusses trends using the old poverty line. Following international best practices and enabling
timely input in policy discussions, this report was prepared within six months of the end of the
survey. A technical document with details on the survey and poverty methodology will be
published shortly after this release.

Sample Design and Implementation

NLSS-IV uses an updated sampling frame from the 2021 Population Census. It is nationally
representative as well as representative for 15 domains (Strata) — urban and rural areas in the
seven provinces and Kathmandu Valley separately. The data was collected over 12 months
between July 2022 and June 2023. The fieldwork was planned in a way that would yield a
representative sample across the three seasons — dry, rainy, and winter in Nepal.

The sampling strategy followed a conventional two-stage stratified sampling. In the first stage,
using the exhaustive list of census enumeration areas (EAS) as primary sampling units (PSUs),
800 EAs were selected from the 15 domains using probability proportional to size (PPS).
Detailed household listing was conducted in the selected areas to update the list of households.
After listing all households in an enumeration area, implicit stratification was done according to
the household size. Twelve households were randomly selected from each EA using all
households from the post-listing sampling frame as the secondary sampling units (SSUs) with
an equal probability of selection.



Table 1 presents the number of selected EAs and the final sample of households across the 15
analytical domains. A total of 9,600 household were interviewed for the survey. The sample size
in each domain was proportional to the share of population in 2021 Population Census.

Table 1: Sampled households

Domain Number of EAs  Number of surveyed households
Koshi Urban 64 768
Koshi Rural 54 648
Madhesh Urban 65 780
Madhesh Rural 51 612
Kathmandu Valley Urban 64 768
Bagmati Urban (excluding KTM Valley) 55 660
Bagmati Rural 50 600
Gandaki Urban 56 672
Gandaki Rural 44 528
Lumbini Urban 62 744
Lumbini Rural 56 672
Karnali Urban 43 516
Karnali Rural 41 492
Sudurpaschim Urban 52 624
Sudurpaschim Rural 43 516

Throughout the survey implementation period, the NSO carried out data monitoring and quality
checks. NSO staff conducted regular supervisory field visits and data entry checks for timely
detection of recording and data entry errors. The NSO also developed and maintained real-time
data monitoring dashboards used by the core team to review quality of incoming data to
minimize data quality issues in a timely manner. Details of this system will be documented in a
subsequent report.

Questionnaire Design

The NLSS-IV questionnaire is similar in design to the one used in 2010-11. Specific
differences, which have implications on poverty estimation, are given below.

Firstly, considering the changed patterns of consumption between 2011 and 2023, the NSO
added new food items, a disaggregated items list of non-food non-durable goods, and an
updated list of durable items that are relevant for households’ welfare today. The NLSS-IV thus
elicits information on households’ consumption and expenditures beyond the NLSS-I11 items.

Secondly, while the NLSS-1V uses the same recall period as introduced in NLSS-I11, it added an
innovation by capturing information on meals consumed outside the home for every household
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member separately. This individual-level module allows for a more accurate estimate of
expenditure on food consumed outside the house over a household-level aggregate.

Poverty Measurement Methodology and Updated Poverty Line

This section provides a brief overview of the steps of poverty estimation methodology followed
in Nepal. It defines those steps and provides data insights from NLSS-IV related to these
concepts.

Constructing a welfare aggregate

The annual nominal household consumption expenditure, a measure of household welfare in the
12 months preceding the interview, aggregates two main components: (i) food consumption
expenditure and (ii) non-food consumption expenditure.

Food consumption aggregate: Each household was asked for quantities consumed and monetary
value of their consumption for over 100 food items, separately for items (i) produced at home,
(if) purchased in the market, and (iii) received in-kind, over the past seven days before the
interview date. Details on meals consumed outside the home in the last seven days were also
recorded in a separate module for each individual in the household. These weekly consumption
values over all items are annualized and aggregated to get estimates of annual household
expenditure.

Non-food consumption aggregate: The annual non-food consumption expenditure is the sum of
household expenditures in the past 12 months on (a) non-food non-durable items, (b) cost of
household utilities, (c) consumption flow from durable goods®, and (d) cost of housing services.
The method to estimate flow of services from durable goods and housing was improved based
on the current best international practices.

The annual nominal household consumption expenditure (for food and non-food) is normalized
by household size to get the yearly nominal consumption expenditure per person. Figure 1
shows the average annual nominal per capita expenditures for the 15 analytical domains from
NLSS-1V. It is highest in Kathmandu Valley at NRs. 263,318 in 2022-23 prices. Gandaki Urban
has the second highest NRs. 176,542 per year, which is 67 percent of that in Kathmandu Valley.
The lowest average annual nominal per capita expenditures are in Madhesh Rural and
Sudurpaschim Rural at NRs. 71,828 and NRs. 72,861 per person per year, respectively.

Table 2 presents the average annual per capita nominal consumption expenditure for each
analytical domain by quintiles. The population is divided into five equal parts (five quintiles)
based on average annual nominal expenditures, ranked from the poorest 20 percent (first
quintile) to the richest 20 percent (fifth quintile). The last column presents the ratio of the
annual mean per capita expenditures of the richest 20 percent and the poorest 20 percent. While

' Non-food durable goods include household items, such as fans, refrigerators, and cars, that are typically used by
households over many years. Thus, a use value over the past one year is estimated for these durable goods based on their

age.



the average annual per capita expenditure among the richest quintile is over five times that in
the poorest quintile in Lumbini Urban and Kathmandu Valley, this ratio is only 3.18 for
Sudurpaschim Rural.

Figure 1. Average annual per capita nominal consumption expenditures,
by analytical domain, NLSS-1V

KOSHI URBAN I 137054
KOSHI RURAL | 102562
MADHESH URBAN | 92012
MADHESH RURAL | 71828
KATHMANDU VALLEY URBAN I 263318
BAGMATI URBAN (EXCL. KTM VALLEY) I 169017
BAGMATI RURAL I 11578
GANDAKI URBAN I 176542
GANDAKI RURAL I (23925
LUMBINI URBAN I 132805
LUMBINI RURAL | 95398
KARNALI URBAN | 10309
KARNALI RURAL | 83233
SUDURPASCHIM URBAN | 101909

SUDURPASCHIM RURAL [ 7286!

NEPAL I 130853

Note: These nominal per capita expenditures are constructed with the updated methodology used in
2022-23.



Table 2. 2022-23 Mean annual per capita nominal consumption expenditures, by analytical domain
and expenditure quintiles

. 1 5 Ratio
Domain (Po(grest) Q2 Q3 Q4 (Ri?hest) (Q5/Q1)
Koshi Urban 60963 91944 118077 151224 264011 4.33
Koshi Rural 44001 66739 86322 112544 203921 4.63
Madhesh Urban 42936 59611 78324 98950 181595 4.23
Madhesh Rural 36921 53259 65238 82677 121505 3.29
Kathmandu Valley 117115 172229 223449 291311 515230 4.40
Bagmati Urban (excl. KTM 7400 104713 140458 190501 343484 510
Valley)

Bagmati Rural 45606 69459 91796 124853 227076 4.98
Gandaki Urban 75978 114723 151056 196574 344867 4.54
Gandaki Rural 60562 88424 113102 141209 218357 3.61
Lumbini Urban 50688 80186 110026 152949 270827 5.34
Lumbini Rural 45688 65522 84390 107781 174071 3.81
Karnali Urban 50570 70543 87817 116092 227197 4.49
Karnali Rural 41012 59347 75232 96010 144898 3.53
Sudurpaschim Urban 47506 68367 85967 110993 196992 4.15
Sudurpaschim Rural 38649 54964 67471 81003 123012 3.18

Note: Q1 to Q5 represent five consumption expenditure quintiles, i.e., five equal parts of the
population based on annual per capita nominal consumption expenditures. Each quintile is 20 percent
of the population. The per capita nominal consumption expenditures are not adjusted for price
variations between seasons and domains.

The average share of food spending is lower for individuals with a higher per capita
consumption across domains (Table 3). For the poorest 20 percent of the population, food
accounts for at least 57 percent of their spending across domains, except in Kathmandu Valley,
where their share of food expenditure is lower at 50 percent. Across all Rural domains, the
average share of food spending among the richest 20 percent of the population is about half the
total consumption expenditure. This share is much higher compared to the top quintile in
Kathmandu Valley, whose average share of spending on food is only 28 percent.



Table 3. Average food share in the total annual nominal per capita expenditures,
by domain and quintiles

. 1 5
Domain (Po(grest) Q2 Q3 Q4 (Ri?hest)
Koshi Urban 60% 54% 49% 45% 38%
Koshi Rural 65% 63% 59% 55% 51%
Madhesh Urban 63% 59% 60% 55% 49%
Madhesh Rural 67% 61% 59% 59% 54%
Kathmandu Valley 50% 42% 36% 35% 28%
Bagmati Urban (excl. KTM Valley) 58% 57% 48% 44% 37%
Bagmati Rural 65% 64% 62% 61% 56%
Gandaki Urban 61% 58% 51% 46% 36%
Gandaki Rural 65% 65% 64% 61% 56%
Lumbini Urban 57% 54% 46% 41% 35%
Lumbini Rural 58% 58% 55% 51% 49%
Karnali Urban 61% 57% 57% 55% 44%
Karnali Rural 59% 62% 60% 63% 59%
Sudurpaschim Urban 58% 50% 51% 45% 39%
Sudurpaschim Rural 58% 61% 58% 56% 55%

Note: Q1 to Q5 represent five consumption expenditure quintiles, i.e., five equal parts of the
population based on annual per capita nominal expenditures. Each quintile is 20 percent of the
population. The per capita nominal consumption expenditures are not adjusted for price variations
between seasons and domains.

As a final step in constructing the welfare aggregate, to obtain a comparable measure of per
capita consumption expenditure over time and across different regions, the consumption
expenditures are adjusted to account for price variations across three seasons and analytical
domains. The resulting annual adjusted per capita consumption expenditure is the
monetary welfare aggregate. The annual spatially and temporally adjusted per capita
consumption expenditures have increased 66 percent, from NRs. 75,902 to NRs. 126,172, in
real terms between 2011 and 2023. The share of non-food spending has increased from an
average 38 percent to 47 percent over the same period (Figure 2). The composition of food
expenditures has also shifted since the previous survey round — away from cereals, which are
relatively low-cost calories, towards more nutritious diets that include larger share of spending
on fruits, nuts, and meats, which are also more expensive calories.



Figure 2. Food and non-food share in annual adjusted per person consumption expenditure

H2011 W2022

62%

53%
47%
38% I I

NON-FOOD FOOD

Note: In this figure, the method to compute per capita consumption expenditures for 2022 is same as
in 2011 for comparability.

Food Poverty Line

The construction of the food poverty line is a two-step process. First, the basic food needs are
defined in terms of meeting a minimum calorie requirement per person. Second, the food
poverty line is estimated by identifying and pricing the food basket of the relatively poor
(reference population) that would fulfill minimum caloric needs.

Minimum calorie requirement: The minimum required calories are estimated based on the age
and sex composition of an average Nepali household in 2022-23 from the NLSS-1V and the
recommended dietary allowances for different age-sex cohorts using the Food Consumption
table for Nepal (Food and Agricultural Organization, 2012 and Nepal National Nutrition
Program, Ministry of Agricultural Development, 2017). Table 4 shows the construction of the
minimum caloric requirement in 2022-23, estimated at 2,236 kilocalories (kcal) per person per
day, which is marginally higher than the 2,220 kcal per day used for the old poverty line. The
change in the minimum calorie threshold reflects changes in the demographic composition of
households in NLSS_1V as well as the modified age-sex energy (kcal) intake recommendations
between 2011 and 2023.



Table 4: Recommended Daily Dietary Allowances and Household Composition

Demographic profile Recommended daily Average member per Required

allowance (kcal) household (NLSS-1V) kcal/day

Less than 1 year 553* 0.064 35
1-3 years 1,060 0.207 219
4-6 years 1,350 0.234 316
7-9 years 1,690 0.231 390
Boys 10-12 years 2,190 0.120 263
Girls 10-12 years 2,010 0.118 237
Boys 13-15 years 2,750 0.120 330
Girls 13-15 years 2,330 0.119 277
Boys 16-17 years 3,020 0.072 217
Girls 16-17 years 2,440 0.086 210
Men 18 and above 2,730 1.169 3191
Women 18 and above 2,230 1.459 3254
Average Household size 3.999

Average Caloric requirement per household (kcal/day) 8941
Total per capita caloric requirement (kcal/day) 2236

Note: *553 kcal is the simple average of 506 (0-6 months) and 600 (6-12 months); for a child less than 6 months
5.5 kg on average, for a child 6-12 months, 7.5 kg on average. Values of caloric intake of adult men and women
are based on those who do moderate physical activities.

Choice of Food Basket: The households’ food basket consists of a reported list of 77 items
consumed by households sampled in NLSS-1V that can be assigned an accurate caloric value. It
is a more comprehensive list of items than was used in 2010-11 (40 items), consistent with
increased diet diversity at present than 12 years ago.

Choice of Reference Population: The reference group includes individuals that are neither the
poorest nor wealthiest but whose consumption patterns reflect the needs of those who are
relatively poor or near poor. The group typically represents the needs of those people who are
around (including those just above) the poverty line.

In 2022-23, households in the 2™ to 3 deciles of food expenditure distribution are used to form
the reference population compared to 2™ to 5" deciles used in 2010-11. The use of a narrower
band to identify the relatively poor is consistent with the improvements in welfare over the last
12 years. Moreover, the reference population is identified based on the distribution of spatially
adjusted per capita food expenditures instead of per capita total consumption expenditures used
in the old poverty line.

Food Poverty Line: An average cost per calorie is estimated using the food basket of the
identified reference population. Absolute food poverty line is calculated by scaling up the cost
to obtain the price of the estimated minimal acceptable 2,236 kcal per capita per day and
annualizing it.



Table 5 shows the old and the new food poverty lines, in 2023 prices. The new food poverty
line of NRs. 35,028 per person per year reflects a higher cost of fulfilling minimum acceptable
food needs compared to the food poverty line of NRs. 26,936 set in 2010-11. The increase in
food expenditures demonstrates new (and improved) dietary patterns that include more meat,
fruits, and nuts, which are also relatively more expensive.

Table 5. Food Poverty Line

2010-11 2022-23
Estlm_ated Minimum Calor.lc 2220 2236
Requirement (kcal per capita per day)
Reference Population 2" 5" decile of spatially 2™ — 3" decile of spatially
adjusted total per capita adjusted per capita food

consumption expenditures  consumption expenditures
Food Basket (number of items) 40 77
Food Poverty Line (NRs., in 2023 prices) 26,936 35,029

Note: The old food poverty lines are expressed in 2023 prices using survey-based food price inflation
between NLSS-I1I and 1V.

Non-Food Poverty Line

The cost of basic needs approach supplements the food poverty line with a minimal allowance
that would be sufficient for individuals to afford the basic non-food needs. While there is a
standard guideline to peg the food poverty line to a minimum caloric requirement, there is no
such priori to estimate the minimum non-food needs. Following international best practices? and
consistent with the methodology followed in 2010-11, households with food consumption close
to the food poverty line are selected to define the basic non-food needs.

The approach to establishing the non-food allowance is to identify households with per capita
food spending in an interval around the cost of basic food needs in each of the 15 domains. An
average share of per capita expenditure on non-food consumption is estimated for these
households in every domain, which is used to calculate the domain-specific non-food allowance
per person. The weighted average of these 15 domain-level non-food allowances is the national
non-food poverty line. The 2023 non-food poverty line is reported in Table 6. The non-food
allowance has increased from NRs. 15,909 in 2011 to NRs. 37,879 in 2023 in real terms.

Table 6. Non-food poverty line
2010-11 2022-23
Non-food poverty line (NRs., in 2023 prices) 15,909 37,879

Note: The old non-food poverty lines are expressed in 2023 prices using inflation rate from the official
CPI series between 2010-11 and 2022-23 released by the Nepal Rastra Bank.

? See Deaton and Zaidi (2002)
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Estimation of the 2023 Official Poverty Line

The national poverty line is the aggregate of the food and the non-food poverty lines. The
revised official poverty line in 2022-23 is estimated at NRs. 72,908 per person per year (Table
7). In contrast, the 2010-11 poverty line was set at NRs. 19,261 per person per year, which
when adjusted for inflation over the 2010-11 to 2022-23 period - stands at NRs. 42,845 per
person per year.

Table 7. Poverty lines (NRs., in 2023 prices)

2010-11 2022-23
National Poverty Line 42,845 72,908
Food Poverty Line 26,936 35,029
Non-Food Poverty Line 15,909 37,879

Note: Note to Tables 3 and 4 apply.

Table 8 summarizes the cost of basic needs at the province-level, separately for food and non-
food components, and the spatial price indices used to adjust nominal consumption expenditures
for spatial price variation. Individuals residing in Kathmandu Valley face the highest overall
cost of basic needs at NRs. 129,934 whereas those in Madhesh Rural face the lowest cost of
fulfilling basic needs at NRs. 47,344 in 2022-23. The spatial price index varies between 1.78
(Kathmandu Valley) to 0.65 (Madhesh Rural).

Table 8. Cost of basic needs and spatial price index for domains

Domain Cost of basic needs Spatial Price Index
Food Non-food Overall Food Non-food Overall

Koshi Urban 34,613 39,015 73,628 0.99 1.03 1.01
Koshi Rural 32,310 23,048 55,358 0.98 0.61 0.76
Madhesh Urban 30,440 22,894 53,335 0.89 0.60 0.73
Madhesh Rural 27,535 19,809 47,344 0.85 0.52 0.65
Kathmandu Valley Urban 42,160 87,774  1,29,934 1.12 2.32 1.78
Bagmati Urban (excl. KTM 30248 43413 82662 104 115 1.13
Valley)

Bagmati Rural 37,052 27,120 64,172 1.05 0.72 0.88
Gandaki Urban 41,954 50,140 92,093 1.09 1.32 1.26
Gandaki Rural 40,028 24,948 64,976 1.07 0.66 0.89
Lumbini Urban 34,419 41,049 75,468 0.96 1.08 1.03
Lumbini Rural 33,415 27,886 61,301 0.93 0.74 0.84
Karnali Urban 32,562 29,636 62,198 1.02 0.78 0.85
Karnali Rural 32,739 22,766 55,505 1.10 0.60 0.76
Sudurpaschim Urban 31,088 36,836 67,924 0.95 0.97 0.93
Sudurpaschim Rural 30,403 25,714 56,117 1.01 0.68 0.77

Note: For every domain, the cost of basic needs is seasonally adjusted.
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Significant Decline in Poverty Rate since 2010-11

Measuring changes in poverty over time requires a consistent and comparable trend.
Specifically, the old and the revised poverty lines represent two different levels of deprivation,
where the revised poverty line raises the bar and sets a higher minimum acceptable standard of
living. A simple comparison, therefore, of two poverty rates based on two different poverty
lines at two points in time will be inaccurate.

For an accurate estimate of poverty reduction in the last 12 years, welfare comparisons in the
two survey rounds are made against the same minimum welfare threshold defined by the old
poverty line in 2010-11. Against the benchmark of 42,845 (old poverty line, in 2023 prices),
Nepal has seen significant reduction in poverty headcount over the last 12 years, from 25.16
percent in 2010-11 to 3.57 percent in 2022-23.

The New 2022-23 Poverty Line and Poverty Rate

Improvements in household consumption, political and administrative changes, as well as the
aspiration towards becoming a middle-income country require that Nepal raises the bar and
introduces a new line for measuring poverty in 2022-23. According to the 2022-23 official
poverty line, an individual in Nepal is classified as poor if their annual per capita total
consumption expenditure is less than NRs. 72,908.

20.27 percent of the population in Nepal lives below the new poverty line (Table 9). The
incidence of poverty is higher in rural areas (24.66 percent) than in urban areas (18.34 percent).

Two complementary measures to understand the incidence of poverty include the poverty gap
and the squared poverty gap. The poverty gap index measures the extent to which the mean
income of individuals on average fall below the poverty line as a proportion of the poverty line.
It ranges between 0 and 100. A Poverty Gap index of 0 indicates no one is below the poverty
line, and a value of 100 indicates zero income for all individuals. Nepal has a Poverty Gap index
of 4.52 percent, implying that a total of NRs. 94.71 billion is needed to bring the poor up to the
minimum welfare threshold defined by the new poverty line in 2022-23 assuming perfect
targeting and zero leakage. The average shortfall of mean income is higher in rural areas at 5.64
percent compared to 4.03 percent in urban areas.

The headcount index and the poverty gap do not measure the inequalities among poor
individuals. The Squared Poverty Gap, a weighted sum of the poverty gaps, measures poverty
severity among the poor. With weights proportional to the poverty gap, it puts more weight on
the individuals whose observed consumption is farther away from the poverty line. Table 9
shows that the relative deprivation for the poor individuals is more severe in rural areas (1.91
percent) than in urban areas (1.29 percent).

The Gini index is a measure of statistical dispersion and captures the extent of consumption
inequality in Nepal. The Gini index is based on inequality in the per capita consumption
expenditures, adjusted to account for spatial and seasonal price differences. The Gini measures
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the amount by which any two households differ in terms of per capita spending, relative to the
average. The Gini index ranges between 0 to 1, where a value of 0.0 represents perfect equality,
while a Gini of 1.0 reflects perfect inequality. The Gini index for Nepal in 2023 stands at 0.30.
The value for urban domains (0.303) is higher than rural (0.287) indicating larger inequalities in
per capita consumption spending in urban areas.

Table 9. Poverty profile of Nepal in 2022-23

Poverty Incidence Distribution
Region Poverty gap Poverty gap Gini of the of the
Headcount rate (percent) squared Index poor  population
(percent)
Nepal 20.27 4.52 1.48 0.300
Urban 18.34 4.03 1.29 0.303 62.86 69.48
Rural 24.66 5.64 191 0.287 37.14 30.52

Note: The column with the distribution of the population gives the share of individuals belonging to the
sub-group in NLSS-1V data. The column with the distribution of the poor gives the proportion of the
poor population that belongs a particular sub-group.

Seasonal poverty

Poverty is considerably lower during the third season, between October and January, at 17.56
percent (Table 10). The first and the second seasons have a higher incidence of poverty at 20.87
and 22.50 percent, respectively. The low poverty during the third season coincides with the
months of the largest festivities — Dashain and Tihar.

Table 10. Seasonal variation in Poverty

Poverty Incidence Distribution
Season Headcount Poverty gap Poverty gap of the of the
rate (percent) squared (percent)  poor population
Season 1 (Feb - May) 20.87 4.34 1.35 34.72 33.72
Season 2 (Jun - Sep) 22.50 5.33 1.80 35.78 32.22
Season 3 (Oct - Jan) 17.56 3.94 1.29 29.50 34.04

Poverty in Provinces and Domains under the New Federal Structure

There is considerable variation in the incidence of poverty across the seven provinces and the 15
administrative domains. The poverty rates are higher than the national rate in four of the seven
provinces (Table 11). Poverty rate is highest in Sudarpaschim (34.16 percent), followed by
Karnali (26.69 percent), Lumbini (24.35 percent) and Madhesh (22.53 percent). Gandaki,
Bagmati and Koshi, however, have a lower than national rate at 11.88, 12.59 and 17.19 percent,
respectively. The poverty depth and severity are also higher in provinces with a higher poverty
headcount.
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Table 11. Provincial poverty, 2022-23

Poverty Incidence Distribution
Province Headcount Poverty gap Poverty gap of the of the
rate (x100) squared (x100) poor population
Koshi 17.19 3.84 1.25 13.80 16.26
Madhesh 22.53 4.62 1.36 25.08 22.56
Bagmati 12.59 2.64 0.89 12.68 20.42
Gandaki 11.88 2.33 0.71 4.88 8.34
Lumbini 24.35 5.80 1.99 22.76 18.96
Karnali 26.69 6.25 2.16 6.74 5.12
Sudurpaschim 34.16 8.41 2.87 14.02 8.32

Rural domains have higher poverty rates than urban areas within each province, except in
Lumbini and Gandaki (Table 12). Gandaki Urban has slightly higher poverty than Gandaki
Rural, whereas the incidence of poverty is similar across Lumbini Rural and Urban. Poverty
rates in Bagmati Rural are higher than the national average, with a quarter of its population
below the poverty line.

Table 12. Poverty across analytical domains, 2022-23

Poverty Incidence Distribution
Domain Headcount Poverty Poverty gap of the of the
rate gap (x100) squared (x100) poor  population

Koshi Urban 15.90 3.39 1.03 8.38 10.68
Koshi Rural 19.67 4.72 1.66 5.42 5.60
Madhesh Urban 21.71 4.30 1.21 18.02 16.84
Madhesh Rural 24.96 5.54 1.80 7.06 5.74
Kathmandu Valley Urban 7.38 1.17 0.30 3.92 10.76
Bagmati Urban (excl. KTM 14.15 2.90 0.99 4.26 6.10
Valley)

Bagmati Rural 25.61 6.64 2.49 4.52 3.58
Gandaki Urban 12.63 2.61 0.85 3.56 5.70
Gandaki Rural 10.27 1.72 0.41 1.34 2.64
Lumbini Urban 24.08 6.31 2.27 13.36 11.24
Lumbini Rural 24.73 5.06 1.57 9.40 7.70
Karnali Urban 23.16 4.99 1.65 3.16 2.78
Karnali Rural 30.86 7.73 2.76 3.58 2.36
Sudurpaschim Urban 30.86 7.67 2.57 8.20 5.38
Sudurpaschim Rural 40.21 9.77 3.42 5.82 2.94

14



Some Poverty Indicators

Poverty incidence increases with the household size as well as with the number of children (0-6
years) in the household. While a one-person household has a poverty rate of 4.27 percent,
households with seven or more members have a poverty rate of 29.92 percent (Table 13).
Moreover, households without children have the lowest poverty rate of 13.98 percent, and those
with two children have a poverty headcount of 36.77 percent. The poverty gap and squared
poverty gap are also higher for households with children and more resident members.

Table 13. Poverty and household demographics

Incidence Distribution
Household Size Headcount Poverty gap Poverty gap of the of the
rate (x100) squared (x100) poor population

1 4.27 0.72 0.22 0.32 1.56
2 8.44 1.67 0.50 3.42 8.20
3 10.54 2.18 0.66 8.26 15.90
4 17.79 3.54 1.14 19.24 21.92
5 22.02 4.71 1.50 21.50 19.80
6 28.59 7.06 241 19.48 13.82
7 or more 29.92 7.13 2.38 27.76 18.80
Number of children of ages 0-6

0 13.98 2.72 0.80 36.88 53.46
1 22.16 511 1.73 31.60 28.92
2 36.77 8.74 2.89 24.60 13.56
3 or more 34.43 9.98 3.85 6.92 4.06

Individuals in male and female-headed households have similar poverty headcounts at 20.27
and 20.28 percent, respectively (Table 14). However, the poverty depth and severity are slightly
higher among female-headed households at 4.6 and 1.52 percent, respectively, compared to 4.48
and 1.46 percent for households with male heads.

Age of the household heads is negatively correlated with poverty rates. Among households with
male heads, households headed by individuals older than 45 have the lowest poverty rate at
17.02 percent (Table 14). The poverty rate is higher at 20.9 percent for households headed by
older females. Although a small share in the population (2.68 percent), households with male
heads younger than 25 years have a poverty rate of 28.96 percent.
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Table 14. Poverty by age-gender characteristics of the household head

Incidence Distribution
Gender Headcount Poverty Poverty gap of the of the
rate gap (x100) squared (x100) poor  population

Male 20.27 4.48 1.46 67.44 67.46
Female 20.28 4.60 1.52 32.56 32.54
Household Head Characteristics

M, <=25 28.96 6.54 2.24 3.82 2.68
M, [26, 45] 23.45 5.24 1.70 33.70 29.14
M, 46+ 17.02 3.71 1.20 29.92 35.64
F, <=25 21.58 4.81 1.48 3.14 2.96
F, [26, 45] 19.75 4.48 151 18.90 19.40
F, 46+ 20.90 4.76 1.53 10.50 10.18

Higher levels of education among household heads are associated with a lower incidence of
poverty. The poverty rate is almost 2.5 times higher among households with uneducated heads
compared to households with a head who completed primary education (Table 15). In contrast,
the poverty rate is only 0.44 percent in households with heads who completed tertiary
education, which is one-tenth of the 13.79 percent poverty headcount among households with
heads completing primary education.

Table 15. Poverty by age-gender characteristics of the household head

Education Level of Incidence Distribution
Household Head Headcount  Poverty gap Poverty gap of the of the_
rate (x100) squared (x100) poor  population

No education 32.32 7.89 2.71 50.60 31.74
Incomplete Primary 20.65 4.24 1.34 29.60 29.06
Complete Primary 13.79 3.10 0.97 4.98 7.30
Incomplete Secondary 12.65 2.35 0.63 12.28 19.68
Complete Secondary 7.08 1.36 0.42 242 6.96
Tertiary 0.44 0.03 0.00 0.12 5.26

Individuals in households with heads employed in the services sector seem less likely to be
poor. Table 16 shows that poverty rates are highest among households headed by agricultural
wage workers (37.81 percent) and lowest among households with heads who are self-employed
in the services sector (7.26 percent). Half of the population has household heads inactive in
labor markets. These households have a poverty headcount of 20.96 percent, which is lower
than households with an unemployed head (24.73 percent) and households headed by
manufacturing wage workers (28.12 percent) or agricultural wage workers (37.81 percent).

16



Table 16. Poverty by occupation of the household head

Incidence Distribution
Househgld's Head Main Headcount Poverty  Poverty gap of the of the
Occupation rate gap squared poor  population

(x100) (x100)
Self-Employment, Agriculture 10.23 2.23 0.71 0.56 1.10
Self-Employment, 13.14 2.36 0.70 2.34 3.62
Manufacturing
Self-Employment, Services 7.26 1.58 0.44 3.60 10.08
Wage, Agriculture 37.81 9.39 3.37 8.48 4.56
Wage, Manufacturing 28.12 6.10 2.03 19.26 13.90
Wage, Services 13.98 2.84 0.83 8.14 11.82
Unemployed 24.73 5.29 1.62 5.98 4.90
Inactive 20.96 4.79 1.58 51.66 50.02

Overall, agricultural land ownership is associated with lower poverty rates. In rural areas, land
ownership is negatively correlated with poverty rates — poverty headcount decreases as the area
of land owned increases. In urban areas, however, poverty headcount is higher in households
with less than one hectare of agricultural land compared to households with no land (Table 17).

Table 17. Poverty and land ownership

Land Ownership Incidence Distribution
Status Headcount Poverty Squared Poverty of the of the
rate gap gap poor population

Nepal

No Land 20.15 4.63 1.49 34.34 34.56
<0.2 ha. 23.32 5.22 1.76 22.62 19.66
0.2-1 ha. 20.36 4.27 1.37 35.16 34.98
1-2 ha. 16.14 4.25 1.51 6.18 7.76
2+ ha 11.38 2.20 0.65 1.70 3.04
Rural

No Land 33.41 8.82 3.28 22.54 16.62
<0.2 ha. 27.13 6.56 2.23 22.34 20.30
0.2-1 ha. 23.48 4.97 1.61 46.30 48.62
1-2 ha. 16.88 3.23 0.95 7.36 10.74
2+ ha 9.91 2.11 0.53 1.50 3.70
Urban

No Land 17.86 3.91 1.19 41.32 42.42
<0.2 ha. 21.57 4.60 1.54 22.78 19.38
0.2-1 ha. 18.07 3.76 1.19 28.56 29.00
1-2 ha. 15.61 4.99 1.92 5.48 6.44
2+ ha 12.25 2.25 0.71 1.84 2.76
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The incidence of poverty has a strong positive correlation with a household’s remoteness to
basic facilities. Relative to households within 30 minutes of schools, government hospitals,
markets, police stations, ward offices, and banks, poverty rates are at least 1.5 times higher
among households that take more than 30 minutes to access these facilities (Table 18).

Table 18. Poverty and Access to Facilities

Incidence Distribution

Type of Access Headcount  Poverty Squared of the of the

rate gap Poverty gap poor population
Household within 30 Minutes of
Ezczlgg‘;:g:fggnter 19.83 4.42 1.44 94.06 96.16
Basic School 18.92 4.19 1.35 85.16 91.22
Secondary school 16.91 3.72 1.20 67.22 80.58
Government Hospital 12.59 2.80 0.88 29.14 46.92
Core market 14.94 3.29 1.07 53.66 72.82
Bank/Financial Institution 15.51 3.36 1.06 57.42 75.02
Police station 16.87 3.69 1.18 65.12 78.26
Ward Office 18.26 4.02 1.29 75.90 84.26
Household farther than 30 Minutes from
Early Childhood
Devzlopment o rtor 31.33 6.93 2.39 5.94 3.84
Basic School 34.25 7.93 2.75 14.84 8.78
Secondary school 34.23 7.84 2.61 32.78 19.42
Government Hospital 27.06 6.04 2.00 70.86 53.08
Core market 34.55 7.81 2.56 46.34 27.18
Bank/Financial Institution 34.56 8.00 2.73 42.58 24.98
Police station 3251 7.52 2.54 34.88 21.74
Ward Office 31.05 7.22 2.49 24.10 15.74

Note: All households provide an answer regarding the time needed to reach these facilities.
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Annex

Table Al: Poverty headcount, First Survey 1995-96 to Fourth Survey 2022-23

Poverty headcount rate

1995-96 2003-04 2010-11 2022-23
Nepal 41.76 30.85 25.16 20.27
Urban 21.55 9.55 15.46 18.34
Rural 43.27 34.62 27.43 24.66

Note: Numbers for 1995-96 and 2003-04 are based on the 1995-96 poverty line. 2010-11 are based on
2010-11 poverty line and 2022-23 are based on the 2022-23 poverty line.

Table A2: Poverty gap, 1995-96 to 2022-23

Poverty gap
1995-96 2003-04 2010-11 2022-23
Nepal 11.75 7.55 5.43 452
Urban 6.54 2.18 3.19 4.03
Rural 12.14 8.50 5.96 5.64

Note: Numbers for 1995-96 and 2003-04 are based on the 1995-96 poverty line. 2010-11 are based on
2010-11 poverty line and 2022-23 are based on the 2022-23 poverty line.

Table A3: Squared poverty gap, 1995-96 to 2022-23

Squared poverty gap

1995-96 2003-04 2010-11 2022-23
Nepal 4.67 2.70 181 1.48
Urban 2.65 0.71 1.01 1.29
Rural 4.83 3.05 2.00 191

Note: Numbers for 1995-96 and 2003-04 are based on the 1995-96 poverty line. 2010-11 are based on
2010-11 poverty line and 2022-23 are based on the 2022-23 poverty line.

Table A4: Gini index, 1995-96 to 2022-23

Gini index
Nepal Urban Rural
First Survey (1995-96) 32.2 42.7 30.8
Second Survey (2003-04) 41.4 43.6 34.9
Third Survey (2010-11) 32.8 35.3 311
Fourth Survey (2022-23) 30.0 30.3 28.7

Note: Numbers for 1995-96 and 2003-04 are based on the 1995-96 poverty line. 2010-11 are based on
2010-11 poverty line and 2022-23 are based on the 2022-23 poverty line.
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