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FOREWORD

The National Population and Housing Census 2011 (NPHC2011) marks hundred years in the
history of population censuses in Nepal. Nepal has been conducting population censuses almost
decennially and the census 2011 is the eleventh one, which was successfully carried out by the
Government of Nepal. The census 2011 has been an historical event in many ways. It has
successfully applied an ambitious questionnaire through which numerous demographic,social and
economie information has been collected.

The 2014 Population Monograph that is being issued in three volumes, is the result of rigorous
analysis of the information collected in the census and provides a comprehensive and in-depth
picture of different aspects of the population in Nepal which is extremely important for planners,

-policy makers, researchers, private sectors and other users.
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reviewers and CBS staffwho have contributed in bringing the publication in this form.
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PREFACE

The National Population Census 2011 has provided a wealth of information that is required to understand various
socio-economic and demographic changes that have occurred in the country during the intervening period of the
two censuses. The Population Monograph of Nepal 2014, an analytical report of the census 2011 presented in
three volumes contains in-depth analysis of different topics related to the population of the country prepared by the
eminent professionals dealing with such issues in their professional work. The first volume contains 12 chapters
related to the population dynamics of Nepal, such as size and structure of the population, nuptiality, fertility,
mortality, migration and population projections. The second volume contains 10 chapters on social demography
dealing with caste/ethnicity, language, ageing, socioeconomic characteristics, status of gender, education,
adolescents and youth, children and disability. Similarly, the third volume consists 9 chapters which include
important interlinkages of population and economic variable such as economic activities, urbanization, economic
development, environment, status of agriculture and other poverty indicators. Data has been disaggregated by
caste, ethnicity, gender and spatial distribution wherever possible. Each chapter has been further reviewed by
experts and edited by a professional editor to ensure consistency in the language and terminology used. On behalf
of the Central Bureau of Statistics (CBS) and on my own behalf, I am grateful to all those authors, co-authors and
reviewers who have contributed with write-ups and thorough review.

Thanks are due also to CBS staff for their dedication to bring out this publication in time.

Similarly, Giulia Vallese, UNFPA Representative, Bijay Thapa, Assistant Representative, Tirtha Man Tamang,
Programme Officer, UNFPA Country Office and Nicholas McTurk, Population and Development Specialist,
APRO/UNFPA deserve our special appreciation not only for their active involvement and encouragement in
bringing these volumes to light, but also for their contribution in coordinating development partners’ contribution
in the refinement of the various chapters.

Finally, I would like to thank all respondents who provided invaluable information during the field operation and
appreciate all those who had extended hands in this national endeavor and helped to make the census a grand
success.

I welcome suggestions from the users of these volumes in order to improve CBS publications in future.

December, 2014 Bikash Bista

Kathmandu, Nepal. Director General
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EXECUTIVE SUMMARY

1. Volume I (Population Dynamics)

1.1 Nepal has been conducting population censuses since 1911. The first four censuses were conducted under
the Rana Regime and were limited to specific purposes. In 1952/54, the first attempt was made to collect
internationally comparable data from the census. Computers were used first in 1971. The census of 1991, the first
after the restoration of democracy, collected information on caste and ethnicity. The census of 2001 introduced
sampling in the census for the first time. The National Population Census of 2011 is the eleventh census and marks
100 years in the history of census taking in the country.

1.2 The total population of Nepal, as of 22 June 2011, was 26.5 million with a decadal increase of 14.4% from
2001. The population a decade age, or in 2001, was 23.2 million. The average annual growth rate of the population
from 2001 to 2011 was 1.35%, a sharp decline from the 2.25% of the previous decade 1991-2001. The number of
households stands at 5.4 million in 2011.

1.3 Households with 1 to 4 members are highest in the census 2011, whereas 5 person households were highest
in the 2001 census. Female-headed households have increased by 11 percentage points from 14.87% in 2001 to
25.73% in 2011.

1.4 The number of housing units enumerated in 2011 stands at 4,466,931, which has increased by 868,719 units
over the last ten years. Most households live in their own house. However, households residing in rented houses
have been gradually increasing in urban areas. Ownership of housing in Tarai and eastern development regions
was found to be comparatively low. Most of the houses in Nepal were eleven to twenty years old with single
floors. The average number of households per house has increased from 1.16 in 2001 to 1.21 in 2011.

1.5 Discrepancies in access to household amenities and facilities (such as radio, television, mobile phone, vehicles
etc.) exist in different parts of the country. The coverage of improved source of drinking water has substantially
increased. However there was no substantial change in the use of solid fuel (firewood, leaves, cow-dung and
agricultural residue) for cooking. On the contrary, the share of kerosene as cooking fuel has drastically decreased
and the percentage of LPG users has significantly increased between the two censuses. Similarly, the coverage of
kerosene as a source of lighting fuel has sharply declined during the census periods. Electricity is now a major
source of lighting fuel and its coverage has significantly increased in 2011 compared to 2001. The coverage of
toilet facilities has also increased during the intercensal period, exceeding 90% in urban areas. A higher disparity
was observed in the possession of consumer durable goods and services among urban/rural, ecological zones and
development regions.

1.6 The decline in population growth rate from 2.25% in 2001 to 1.35% in 2011 was attributed both to a decline
in fertility and the emigration of youth. It will take 51 years to double the population of 2011 if the present growth
rate prevails. The growth rate varies in urban and rural areas with 3.38 and 0.98 percentages per year respectively.
The highest growth rate (4.78%) is observed in Kathmandu. Twenty-seven (27) districts, all from Mountain and
Hill, have experienced negative growth over the last decade. It has been observed that the proportion of the
population is gradually declining in Mountain and Hill and steadily increasing in Tarai. The urban population (58
municipalities) accounts for 17.1% of the total population compared to 14.2% in 2001. If the recently declared
72 municipalities are included, making 130 municipalities in total, the urban population is 27% of the total
population.

1.7 The sex ratio of Nepal is 94 (94 males per 100 females) in 2011, the lowest in the SAARC region. The ratio
was higher (104) in urban areas against 92 in rural areas. The ratio, if looked at by age groups, was found to be
lowest in age groups 20-24, 25-29 and 30-34. In 2011, 43 districts were observed to have a sex ratio below 94,



against 20 in 2001 and 6 in 1981. The proportion of children age 0-4 was 9.7% of the total population in 2011, a
sharp decline from 15.4% in 1981. On the other hand, the older population (population of age 65 +) has increased
from 3.3% in 1981 to 5.3% in 2011. The median age has increased from 18.92 in 1991 to0 22.26 in 2011, indicating
the gradually ageing population of the country.

1.8 Universality of marriage still prevails in Nepal, although the proportion of single persons is growing. The
mean age at marriage for both males and females has increased in both urban and rural areas. Child marriage
seems to be persistent in the country. Half of the marriages of ever married persons aged 25 years and below took
place before the age of 18, which is the minimum age for legal marriage. Singulate mean age at marriage (SMAM)
between males and females is positively correlated with level of education. Divorce rates are an increasing trend.
Education and employment programmes should be targeted more to the areas (specifically in central Tarai and
mid western hill and mountain) where SMAM is relatively low.

1.9 The census of 2011 indicates that fertility has been declining at a faster rate over the last decade. The crude
birth rate for the year 2011 is estimated to be around 22 per thousand. Similarly, the total fertility rate (TFR) of a
woman throughout her lifetime is expected to be around 2.52 children against 3.25 in 2001. The rate is even lower
in urban areas at just 1.54, which is below fertility replacement levels. This means that the number of children
born to a mother in urban areas is not sufficient to replace parents. The rate was 3.04 children in rural areas.

1.10 Mortality is also a declining trend. The crude death rate (CDR), which shows the number of deaths per
thousand populations, is estimated to be around 7.3 per thousand populations in 2011 against 10.3 in 2001 .
The rate is found to be lowest in Tarai, which differs from other demographic indicators of this region. CDR is
reported to be lowest in Saptari, Sarlahi and Rautahat. This unusually low rate is attributed to gross underreporting
of deaths in the census in that region as the infant mortality rate (IMR) was estimated to be 81 in Rautahat, which
is the highest in the country. The CDR of Bhaktapur is the in the country . The IMR was 24 and 43 per thousand
live births in urban and rural areas respectively. The rate was highest in Mountain followed by Tarai and Hill. The
maternal mortality ratio, which is estimated for the first time on the basis of census data, stands at 480 per hundred
thousand live births. The ratio seems to be higher compared to the estimates provided by NDHSs and other
sources. The MMR estimated on the basis of census data is just a one point in time estimate so no comparison
can be made with other sources. However, the rate is thought to be definitely a declining trend although the
level can only be confirmed after the estimate is provided by the next census. MMR is highest again in Tarai
(634) followed by Mountain (561) and Hill. Mid-West mountain had 1004, the highest among the ecological
development regions.

1.11 Life expectancy at birth (e0) for the census year 2011 is estimated at 66.6 years against 49.6 in 1981. The life
expectancy of females has overtaken males in the last 30 years. Life expectancy at birth for females has increased
from 48.1 years in 1981 to 67.9 years in 2011. Estimates of life expectancy at birth for urban and rural areas stand
at 70.5 and 66.6 years respectively in 2011. Life expectancy is highest in Hill followed by Mountain and Tarai.
Life expectancy is estimated for all 75 districts. Bhaktapur, Kaski, Lalitpur, Kathmandu and Parbat have the
highest life expectancy where as Dolpa, Humla, Bajura, Kalikot, Mugu of Mid-West mountain have the lowest.
Similarly, Dhanusha, Rautahat and Sarlahi also have the lowest life expectancy.

1.12 Migration has become a prominent phenomenon in the population dynamics of Nepal. Emigration has been
outnumbering immigration, which is thought to have had a substantial effect on the decline in fertility. A large
volume of the youth population has been consistently moving abroad to different destinations of the world. The
absent population of Nepal has been a major issue in demographic, social and economic aspects of the country.
The absent population reported in 2011 was 1,921,494, a big jump from the number of 762,181 of the census
of 2001. The emigration rate, the number of emigrants (out movers) per thousand population stands at 10.77,
whereas the immigration rate is estimated to be 0.46 per thousand populations. Thus, gross and net migration rate
stand at 11.23 and 10.32 per thousand respectively. The proportion of female migrants out of total migrants was
12.4% in 2011.



India is still a destination for 37.5% of emigrants in 2011, but the rate has been declining compared to 1981.
In 1981, 93.1% of emigrants were destined for India. Most male migrants (47%) were from the age group 15-
34 in 2011. ASEAN and the Middle East were other popular destinations. Western hill districts such as Gulmi,
Arghakhanchi and Pyuthan had the highest number of households with absent members. In terms of population,
districts of Western Hill and Tarai reported the highest number of absentees.

Approximately 2.8% of the total population were born in countries other than Nepal in 2011, an increase from
1.6% in 1981. Of the total foreign-born population, 28.7% reported that they were born in India in 2011; this
figure was 29.4 % in 1981. Regarding the length of stay in Nepal, 54% have been living in Nepal for more than10
years (48% males and 57% females). Fifteen per cent reported that they had been living in Nepal for 6-10 years
and 20% for 5 years or less.

1.13 Internal migration is also an important aspect of Nepalese demography. Horizontal (Hill to Hill) and vertical
(Mountain and Hill to Tarai) movement of the population has substantially changed the spatial distribution of the
population in Nepal. Every political change, be it the victory of King Prithvi Narayan Shaha, or the democratic
movement of 1951 or the recent political events of 2005/06 has resulted in a huge tide of population movement
in Nepal.

Altogether, 2.6 million inter-district migrants were reported to be lifetime migrants in 2011, an increase from 1.5
million in 1981. The volume of inter-zonal migrants was 2.1 million, out of that about 1.5 million were destined
for Tarai. Altogether 56 districts, 49 districts (16 from Mountain, 33 from Hill and 7 from Tarai) experienced net
out-migration. Out of the total internal migrants, 84% were literate and 60% were females.

It was reported that 4% of the population cross regional boundaries every year. Districts usually receive populations
from adjoining or nearby districts. For example, Kavrepalanchowk, Sindhupalchowk, Dolakha, Ramechhap
Dhading, Nuwakot, Makawanpur, Sindhuli, Sarlahi etc. were the source districts for Bhaktapur, Kathamandu,
Lalitpur. Similarly, Kathmandu, Udayapur, Morang, Sunsari, Lalitpur, and Jhapa were the destinations for
populations from Khotang, Bhojpur and Terhathum.

Volume II (Social Demography)

2. 1 Nepal’s child population of age 14 and below constitutes 34.9% of the total population. Children age 16
years and below make up 39.8% of the population and 44.4% are below 19 years. Despite various legislative
and programmatic measures to ensure the rights of children, they are still facing many problems that lead to
uncertainty and vulnerabilities in their lives.

2.2 There were nearly 9 million young people aged 10-24 years in the country in 2011, which is one third of the
total population made up of 51.5% females and 48.5% males. Similarly, adolescents, the young population of 10-
19 years, make up 24.2% of the population and youth of the age group (15-24) years make up almost 20% of the
total population of Nepal. The distribution of young people across the country by region shows that a significant
number of youths live in the Central Development Region, about 36% of the total population of young people, and
about one tenth (10%) live in Far-Western Development Region. Similarly, the majority of young people (82%)
live in rural areas and almost half of the young people of the country live in the Tarai. Approximately, 9% of the
youth of 15-19 years and 21% of the group age 20-24 years reported that they were working and 1% of children
of age 10-14 are also employed.

2.3 With the improvement in living standards, educational status and health facilities, the life expectancy of the
Nepalese population has been increasing. The ageing index, which indicates the number of old people compared
to children, has been consistently increasing over decades. The index has increased from 7.78 in 1971 to 15.50
in 2011.



2.4 The analysis of data has indicated remarkable achievements in the status of literacy, educational attainment
and/or school attendance rates of both the male and female population over the years. However, disparities
continue to exist across sex, rural-urban, districts and regions. Overall literacy rates have increased to 67% in
2011 from 54% in 2001. Female literacy has increased from 43% in 2001 to 58% in 2011, which places Nepal in
fourth position among SAARC countries and above Bhutan, Pakistan, Bangladesh, and Afghanistan. About 90%
of adolescents can read and write. Similarly, 69% of the population are attending school. Literacy rates of urban
and rural areas stand at 82.3% and 62.5% respectively. Kathmandu has the highest literacy rate while Rautahat
has the lowest.

2.5 The overall prevalence of disability as of the census of 2011 was 2% in Nepal, with 2.2% prevalence of male
disability and 1.7% prevalence for females. The odds ratio of having a disability were 1.3 times more in males
compared to females. Physical disability was the most common type of disability, which accounted for more than
one third of total disabilities. Physical disability and blindness/low vision combined accounted for more than 50%
of total disabilities. Disability in rural residents was more prevalent (2.1%) compared to disability in their urban
counterparts (1.2%). The prevalence of disability was considerably higher in Mountain (3.0%) compared to Hill
(2.2%) and Tarai (1.6%). More than one third of the disabled are less than 30 years old and only one-fourth of
disabled persons are aged 60 years or more. The percentage of persons with a disability in the economically active
age group (15 — 59 years) was higher in urban areas (59.5%) than in rural areas (56.1%). The proportion in older
ages (60 and above) was higher among women (27.2%) compared to men (24.3%). Disability was significantly
higher among illiterates (3.87%).

2.6 Gender equality is a key component of human development, but overall by sector Nepal still has a gender
gap. As mentioned above, the female population exceeded the male population in 2011; as a result the sex ratio is
low in Nepal mainly due to the huge outflow of youths from Nepal to the Middle East and East Asian countries.
Female literacy has remarkably increased in the past decades as indicated above. Similarly, life expectancy of
women has increased to 69.6 years, higher than men. There has been a rise in female-headed households in 2011
due to the increase in male migration. Nepal has experienced a decline in maternal mortality in past decades. But,
economic empowerment is still a challenge. Only 20.5% of women have assets in 2011, although the proportion
has increased from 17.1% in 2001. In addition, women’s economic activity is still low in non-agriculture sectors
possibly due to a lack of education and a tradition of working in agriculture. Naturally, women engaged in self-
employment activities and/or unpaid family labour is very high (64% of females in total). Nevertheless, there
has been an increase in female international migration (12.4% in 2011) in recent years. Although the gender
gap between males and females in many areas has improved compared to previous censuses, the change is not
significant, To overcome the existing gap, allocation and implementation of the gender responsive budget (GRB)
has been recommended.

2.7 Identity has been an important issue since the restoration of democracy in 1991. Therefore, a question on caste
was included in the censuses conducted in 1991, 2001 as well as in 2011. In fact, data on caste was first included
and processed in the census of 1952/54 in Nepal. The total number of castes identified in the census of 2011 was
125, an increase from 100 in 2001 and from 60 in 1991. The increase in the number of castes in the census of 2011
was mainly due to people’s awareness of their identity. Chhetri is the largest caste in terms of number (16.6%) as
has been the case in all censuses, followed by Hill Brahmin, Magar, Tharu, Tamang, Newar, Kami, Musalman,
Yadav and Rai. Substantial population increases in Kami, Patharkata, Hylhmo, Badi and Munda were recorded
in 2011. However, the population of these castes is low in number. On the contrary, the population of Kayastha,
Raute, Rai, Nurang, Kisan, Sunuwar, Sherpa, Bhote, Lepcha and Chidimar was less in 2011 compared to 2001.
Twelve sub groups that were under Rai in the previous census were reported and classified separately in 2011.

Hinduism is reported to be the religion of 81.34% of the population followed by Buddhism (9.04 %), Islam
(4.38%)), Kirat (3.04 %), Christianity (1.41%), Prakriti and Bon. Christianity has seen a substantial increase in
the number of its followers in the last ten years, although the number is still small compared to other religions.



2.8 One hundred and twenty three (123) languages were identified in the census of 2011, an increase from 92
reported in 2001. Nineteen mother tongues were spoken by 96% of the population, while 104 languages were
spoken by 4% of the total population. Nepali is spoken by 44.64% of the population in 2011, which was reported
to be spoken by 48% in 2001. The majority of the population (59%) were reported to be monolinguals and 41%
of the population speak at least one second language.

2.9 Demographic and social indicators of the Nepalese population have been improving on the whole, but, the
trend and pattern vary by caste and by region. For example, the population growth rate of different castes varies.
Chhetri population is growing annually by 2.%, Brahmin by 1.08%, Magar by 1.52%, Tharu by 1.25%, Tamang
by 1.85%, Newar by 0.59%, Kami by 3.46%, Yadav by 1.64% and Rai by 0.24%.

Household size varies by caste. For example, Musalman has a household size of 6.5 persons, Madhesi of 6.0,
Newar’s of 4.5 and hill Brahmin’s of 4.2 persons.

Mean age at marriage is highest for Newar’s at. 23 years followed by Hill Brahmin’s. This age is lowest for
Madhesi Dalits and Musalman. Kayastha, Marwadi, Dev, Brahmin, Thakali and Newar were among those who
ranked top in literacy. A Musalman woman gives birth to 3.7 children in her lifetime while a Newar woman gives
birth to only 1.73 children. However, at the national level, the TFR is declining faster than over the last decade.

Anomalies exist in life expectancy by caste. Estimates of life expectancy seem to be high for Madhesi Dalits,
which may be misleading about the socio-economic status of this caste. In fact, illiterate and socially backward
castes usually have high mortality, but there is a higher tendency to underreport deaths.

One fourth of hill Dalits do not have access to a supply of safe drinking water. Similarly, only one tenth of
Madheshi Dalits had a toilet facility in their housing premises. Eighty three per cent of Hill Brahmin and Newar
possess cell (mobile) phones whereas a little over one third of Dalits have one.

In a nutshell, people of Mid-West Mountain and Hill, and Central Tarai are lagging behind in terms of most
socio-economic indicators. Eastern, Central, Western hill and Western Tarai are reported to be relatively well-off,
although some pockets and selected caste groups of Hill are also reported to be deprived of facilities and amenities.
Most Madhesi people are engaged in elementary works whereas Hill people are engaged in professional work.

Volume III (Economic Demography)

3.1 Nepal’s urbanisation level is low and much of its urbanisation is induced. Twenty seven per cent of Nepal’s
population lived in 130 designated urban areas or municipalities in 2014. Today, 62 districts have at least
one municipality. Designated municipalities are referred to as urban areas and 7.2 million people live in such
municipalities currently. Despite a low level of urbanisation, the annual growth rate of the urban population is 8%,
about 6 times higher than the national population. This growth rate is mainly due to the additions in the number
of municipalities during the intercensal periods. Regional differences are evident with the central development
region and Tarai being more urbanised than mid-west and Mountain. Urban areas of 20,000 to 49,999 people
dominate in number and population share. The urban population is relatively mature and literate compared to the
rural population. Most of the urban areas, especially those newly declared and those in the Mountain and mid-and
far-west, have a rural character in respect to physical facilities, literacy, occupational structure and educational
attainment.

3.2 There has been a remarkable shift in the structure of the economically active population in the last 30 years
and the changes are also visible over the last 10 years. Census data reveal that economic activity rates have
been gradually declining over the intercensal periods. Crude activity rates have declined from 46% of the total



population of 10 years and over in 1981 to 42% in 2011. The trend is similar across regions, ecological belts and
by sex. The rate in urban areas is lower than in rural areas, and is lower for females than males. The proportion of
the employed population in the primary sector, mainly in agriculture, is gradually declining. But the proportion
in the tertiary sector has increased from 6% in 1981 to 24% in 2011. Sixty per cent of the employed population
reported agriculture as their main occupation. Among the employed population 27% were employees, 2% were
an employer and 66% were own account workers, while 4% of the employed population reported that they had
only worked for less than 3 months.

3.3 Households engaged in own account activities in the non-agricultural sector has declined from 20% in 2001 to
14% in 2011. The trend is similar in both rural and urban areas. Of households engaged in own account activities,
40 % are engaged in service activities, 42% in trade and 10% in cottage type industries.

3.4 In the last five decades, while the population has increased by nearly 3 fold, the volume of cultivated land
has increased by less than two fold (from 1.6 million hectares to almost 2.5 million hectares). During this period,
the average farm size has decreased from 1.1 ha to 0.7 ha per holding. The per capita production of cereals has
gone up from 286 to 345 kg from 1971 to 2011. The milk and meat production per capita per year has also been
gradually increasing, but the import of food has been increasing during this period indicating external dependence.

3.5 With the change in the population dynamics, social demography and the economic structure of the Nepalese
population, the macroeconomic scenario of the country has also been shifting. The contribution of the agriculture
sector to the GDP has declined from 61% in 1981 to 31% in 2011, while the contribution of the service sector
has increased from 27% to 48% during this period. This structural transformation of the gross domestic product
(GDP) from agriculture to service industries has definitely increased real per capita GDP. But, the growth rates
of real GDP and GDP per capita are quite slow compared to other developing countries due to a low propensity
to save, low labour productivity and low Capital Output Ratio.

3.6 Overall, the census has recorded various socio-economic indicators by spatial area and social groups. It seems
that Mid West Mountain and Central Tarai have been lagging behind compared to other parts of the country,
although some pockets of other parts of the country are also deprived of basic services. Therefore, in the context
of the changing socio-economic and demographic picture of Nepal, a new population policy is imperative to
address issues related to women, children, youth, marginalised groups and backward regions with an aim to move
the country from least developed to a developing country as envisaged by the Government of Nepal.
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CHAPTER 1

ECONOMICALLY ACTIVE POPULATION:
DIMENSIONS AND DYNAMICS

Dr. Rudra Suwal *
Madhav Prasad Dahal**

Abstract

The size and composition of the labour force of an economy has a significant connection
with the production and consumption activities of that economy. Labour statistics of a
country relate to the economic activity of the countrys population. This chapter discusses
concepts underlying measures of the economically active population, including the
dynamics in size and composition of the population, economic activity rate, industrial
and occupational distribution, and occupational involvement and educational attainment
based on the periodic population censuses results, with a major focus on the National
Population and Housing Census (NPHC) 2011. Employing a data-based descriptive
analytical approach, this study finds that (i) there is a decrease in the activity rate of the
economically active population in the census of 2011 compared to the census of 2001, (ii)
females’ economic activity rate is lower than that of males and the lower female activity
rate in urban areas is further lower in comparison to females’ activity rates of rural areas,
(iii) there is a sharp decline in the number of employers between 2001 and 2011 and an
increase in the number of self-employed, (iv) there is a significant increase in enrolment in
school and colleges affecting the economic activity rate in the economy, and (v) agriculture
is still the predominant activity that engages a large percentage of the population of the
country. These findings have several policy implications some of which are contained in
the conclusion part.

1.1 Conceptual considerations

A number of issues are associated with the analysis of the economically active population. Approaches
to measure the labour force, the usual activity concept! and the definition of the term ‘economically
active population’, and economic activities to be recorded, age and sex composition of the population,
are some of the major concerns.

*  Dr. Suwal is Deputy Director General, Central Bureau of Statistics.
**  Mr. Dahal is Associate Professor of Economics in Patan Multiple Campus, Tribhuvan University.

1 Usual activity status is the usual relationship of a person’s economic activity/work based on a long reference period as
specified generally 12 months. ---------- Principles and Recommendations for Population and Housing Censuses Revision
2; United Nations 2008.
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1.1.1 Approaches to measure labour force

In the literature there are three approaches for collecting information on the economically active
population (EAP). These three approaches are: gainful worker approach (GWA), labour force approach
(LFA), and labour utilisation approach (LUA)/labour utilisation framework (LUF).

Gainful worker approach (GWA)

It is believed that the concept of ‘gainful employment’ was first used in the 1850 census of the USA,
although the enumerators recorded only the occupations of males (Moen, 1988). The gainful worker
approach (GWA) is the oldest approach put into practice to measure the labour force in western developed
economies like the USA (Gafafer, 1937; Hauser, 1949; Webb, 1939). The GWA is based on the idea that
each person has more or less a stable functional role either as a wage earner or as a housewife or student
etc. and this role is independent of his/her activity at any given time (Barkat-e-Khuda, 1979). The main
purpose of this approach is to count the occupation of the person. Thus persons seeking work for the
first time are left out of the labour force. In this approach unemployment and underemployment are of
secondary consideration, and no reference period is considered in data collection.

The only benefit of this approach is that the resulting data are not influenced by any seasonal variation,
because there is no reference period or if there is one it is too long, such as a year. In fact, the predominance
of seasonality in agriculture makes it practical for some of the least developed countries (LDCs) to
favour the application of this approach (Barkat-e-Khuda, 1979). On the other hand, the weakness of
this approach is that part of the labour force which should have been included (i.e., the ‘new workers’)
is normally excluded from the labour supply in view of the fact that they had no ‘occupation’ to report.
Oppositely, those persons who are working little or no longer actively employed or seeking work, such
as ‘retired’ persons, are included. Clearly, the inclusion of ‘old workers’ and exclusion of ‘new workers’
give rise to biased estimates of the size of the labour force (ibid).

Labour force approach (LFA)

The labour force approach (LFA) was developed in the USA after severe unemployment during the
depression period of the 1930s to correct the shortcomings of the gainful worker approach (Hauser,
1949). The mass unemployment in the 1930s created a demand for a broader listing system, and the
modern concept of the labour force approach came into force after World War I (1939-1945) as a
response. This framework is made operational through the International Labour Organization (ILO)
and the conference of International Labour Statisticians. The LFA is an economic theory introduced to
capture the supply of labour for economic goods and services. It includes both the employed and the
unemployed. It specifies a minimum age and a definite time reference period. Though the LFA attempts
to correct some of the shortcomings of the GWA by introducing the concepts of activity and specific
time reference, its main drawback is that the data are likely to be affected by temporary and seasonal
conditions at the time when the census is taken. The choice of a specific reference period and the length
of the reference period are important because these are likely to affect the size of the labour force and
the classification of persons therein (Barkat-e-Khuda, 1979).

Labour utilisation framework (LUF)

It is believed that the labour utilisation framework (LUF) was first proposed by Phillip M. Hauser in
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1971 (Smith and Domingo, 1977). In addition to Hauser, Theresa A. Sullivan and Clifford C. Clogg
contributed in the advancement of the LUF (Zhou, 2004). Due to the large number of underemployed
persons in the labour force in developing countries, the LUF approach has been developed to measure
the extent of underemployment. It uses the same approach as in labour force in terms of minimum age
limits and the reference period but the classification of categories differ. It provides a classification
of the work force into a series of functional categories within the total work force as: Adequately
utilised (A) and inadequately utilised (B). The latter category, that is, category (B), includes utilised
inadequately due to: (1) unemployment, (2) inadequate hours of work, (3) inadequate income, (4)
mismatch between education/training and occupation. Persons who fall in to categories (2), (3) and (4)
are the underemployed. They are included within employed in the labour force approach.

A key benefit of the LUF is its effectiveness in sorting out sectors of the total of the underutilised
for which completely different policies might be relevant. Along these lines unemployment (B1) and
underutilisation due to inadequate hours (B2) indicate a need for the creation of additional jobs, while
the existence of inadequate incomes (B3) raises issues of worker productivity, labour shares vis-a-vis
management and so on (Smith and Domingo, 1977). The policies recommended may possibly include
increased investment in human resources, or perhaps increased capital per worker. The condition of
underutilisation of labour force due to incompatibility between occupations and education (B4) points
toward the issue of educational system’s outputs vis-a-vis the size and character of the job market
(Smith and Domingo, 1977, p.31-32).

1.1.2 ILO framework

Economically active population (EAP) is a concept often used to include those who are employed
along with those who are not but are willing and able to work or those who are actively looking for jobs
(Lauterbach, 1977). The international criterions and guidelines for the measure of the economically
active population are set out in the International Labour Organization Convention (ILOC) and the
International Conference of Labour Statisticians Resolution (ICLSR). As Hussmanns, Mehran and
Verma (1992) say:

... the ‘economically active population comprises all persons of either sex who furnish the supply of labour for
the production of goods and services as defined by the United Nations systems of national accounts and balances,
during a specified time reference period. According to these systems, the production of goods and services includes
all production and processing of primary products, whether for the market, for barter or for own consumption, the
production of all other goods and services for the market, in the case of households which produce such goods and

services for the market, the corresponding production for own consumption (p. 11).

Obviously the economically active population (EAP) is made up of all people who, during a specified
time, contribute to or are available to contribute to the production of economic goods and services as
defined by the United Nations System of National Accounts (SNA). Production activities, “consists
of processes or activities carried out under the control and responsibility of institutional units that use
inputs of labour, capital, and goods and services to produce outputs of goods and services” (UN SNA,
1993, p.137). The EAP provides the supply of labour for economic production in an economy.
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International standards, without denying other possibilities, identify two particularly useful measures
of the term ‘economically active population’: the ‘usually active population’ measured in relation to
a long reference period such as a year; and the ‘currently active population’ measured in relation to a
short reference period such as one week or one day (Hussmanns, Mehran and Verma, 1992, p.11). The
measurement of the EAP involves three basic issues, namely, the scope of the population to be covered;
the dividing line between activities and non-economic activities; and a measurement framework
for applying this dividing line to that population®. The International Labour Organization (ILO) has
engineered a framework for measuring labour force (currently economically active population). The
framework is outlined in Box 1.

Box 1: Labour Force Framework

| Total Population |
I

Population above specified age |

| Population below specified age

I
[ 1
Worked during short reference period Did not work during short reference period (1
(1 week/day) week/day)

I
[ 1

Did not have a job/enterprise

Had a job/enterprise from

which temporarily absent

I

| Available to work | | Not available to work

| Looking for work 'J_‘ Not looking for work

(Relaxed definition) \

___________________ |

L A et

Employed population | | Unemployed population |
T ] I

Source: United Nations / International Labour Office. (2010). Measuring the Economically Active in Population Censuses: A Handbook. New
York: United Nations, p.49 Figure II.This is based on R.Hussmanns, F. Mehran and V. Verma, Surveys of the Economically Active Populations,
Employment, Unemployment and Underemployment: An ILO manual on Concepts and Methods (Geneva, International Labour Office, 1990), Figure
2.

Ii
’7

| Not currently active population |

A

Population not in labour force

Labour force comprises all persons who, during the reference period, were either employed or unemployed.
Box 1 illustrates the relationship between the total census population, the labour force (currently economically
active population), the employed population, the unemployed population, and the population not in the
labour force. An employed member of the economically active population (EAP) is “a person who, during
the referenced period, performs any activity to produce goods or services of the type that falls within the
economic production boundary defined by the SNA, or who is temporarily absent from an activity of this
type” (United Nations/International Labour Office, 2010, p.48).

A one-hour criterion is often used in the number of worked hours during the reference period to take
into account an individual as employed. The one-hour criteria is commonly used to ensure greater
correlation between total employment and measured production as well as coverage of all types of
employment, in particular irregular employment, such as standby work, causal labour, short-term work,
etc. (Hussmanns, Mehran and Verma, 1992, chapter V, section, 2).

2 Hussmanns, Mehran and Verma (1992) have made more elaborate explanations on these three issues
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The ILO in order to facilitate the measurement of usually active population has developed its own
framework as shown in Box 2.

Box 2: ILO Framework for Measurement of the Usually Active Population

Total Population

I
I 1

Population Economically Active at Population Not Economically Active
some time during the year at all during the year (Including those
: below specified age).
[ ]
Number of weeks or days of Number of weeks or days of
employment or unemployment > employment or unemployment<
specified minimum duration specified minimum duration
I }
USUALLY ACTIVE POPULATION POPULATION NOT USUALLY ACTIVE »
(main activity status employed or (main activity status neither employed nor unemployed)
unemployed)

Number of weeks or days of Number of weeks or days of *+ (a) Students; (b) Homemakers; (¢)
employment > number of weeks or employment < number of weeks Income recipients (pensioners, rentiers,
days of unemployment or days of unemployment etc.) ;(d) Others(recipients of public aid
T T or private support, children not attending

EMPLOYED | | UNEMPLOYED school, etc.).

Source: ILO. Based on R.Hussmanns, F. Mehran and V. Verma, Surveys of the Economically Active Populations, Employment, Unemployment and
Underemployment: An ILO Manual on Concepts and Methods (Geneva, International Labour Office, Second impression 1992), Figure 4, p. 52.

The concept ‘population economically active at some time during the year’ of the framework is broader
than the concept of ‘usually active population’. The former concept refers to all persons above the
minimum age specified for the measurement of the economically active population who experienced
at least one week (or one day) of employment or unemployment in the course of the reference year.
On this norm a person economically active at some time during the reference year is then classified as
‘usually active’ or ‘not usually active’ depending on the duration of employment and unemployment
during the year. The term ‘duration of employment during the year’ refers to the total number of weeks
or days of employment experienced in the course of the year by a person economically active at some
time during the year. Similarly, the term ‘duration of unemployment during the year’ refers to the total
number of weeks or days of unemployment during the year (Hussmanns, Mehran and Verma, 1992).
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1.1.3 Framework on economic activity

In order to correctly apply the definitions of employment, unemployment and economically active
population in surveys of households or individuals, it is essential to have a clear understanding of the
concept and boundary of economic activity. The concept of economic activity adopted by the 13th
International Conference of Labour Statisticians (13th ICLS) for the measurement of the economically
active population is defined in terms of production of goods and services as formulated by the United
Nations System of National Accounts (SNA). Therefore only those persons who contribute or are
available to contribute to the production of goods and services falling in the SNA production boundary
should be counted as economically active (Hussmanns, Mehran and Verma, 1992). The framework of
economic production as defined in the SNA is represented in Box 3.

Box 3: Economic production framework of Systems of National Accounts

All Activities

I

[ ]
Production Activities Non-production activities
[e.g., l.basic human activities
(e.g., eating), 2.Purely natural
processes, 3.Studying]

Non-economic production (e.g.,
Economic Production cleaning, cooking, repairing,
caring for others, transporting)

' I

Production of all goods

Production of Production of Production of Production of all Production of all
market services all goods for all goods for paid domestic and housing services for
the market own use personal services own use

Non-market production

Market production

Source: United Nations / International Labour Office. (2010). Measuring the Economically Active in Population Censuses: A Handbook. New York:
United Nations, p.36 Figure I. This is further based on International Labour Office; based on Commission of the European Communities and others ,
System of National Accounts,1993(United Nations publication, Sales No.E.94.XVIIL4).

The SNA economic activity framework covers all market production and certain types of non-
market production, including the production and processing of primary products by households
for their own consumption, the construction of dwellings and structures for own use, and the
production of fixed assets.

1.2. Dimensions of Nepal’s economically active population

There are several dimensions associated with the measurement of the economically active population
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(EAP) of Nepal. The general trends on the size, composition, and growth of the EAP, activity rate of
the population by sex, age group, ecological and regional distribution, rural and urban distribution
of the activity rate, and industrial and occupational distribution, are the major aspects that need to be
analysed. The description is preceded by a brief overview of the main conceptual coverage found in the
measurement.

1.2.1 Apparent conceptual features

There are a number of key conceptual aspects inherent in the measurement of the EAP of Nepal. These
aspects include structure of the question asked to collect the information on economic activity over the
specified reference period, approaches followed to measure the EAP, etc.

1.2.1.1 Census questions on economic activity and reference period

The Central Bureau of Statistics (CBS) framed questions in order to (a) measure the economic activity
of the population, (b) classify them as economically active, not active, (c) to know the occupational and
industrial involvement, and status of work, and (d) to identify reasons for not being usually active. The
structure of question used in the National Population and Housing Census (NPHC) 2011 is outlined
in Table 1.1 These questions® were asked to all persons 10 years of age and above of each household.

3 These questions in the NPHC 2011 were framed so as to make them comprehensive to measure economically active
population; however we do not claim that they are exhaustive
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Table 1.1: Questions asked to persons 10 years of age and above on economic activity in
census 2011

What work Where did
(name) usually (Name) work?
was done? (Industry) What was What was the reason
(Occupation) (Name the the status of for usually not
(Describe the establishment or employment | working during the
What work (Name) usually did actual work done. the organisation of last 12 months by
during the last 12 months? e.g., teaching, where worked. (Name)? (Name)?
high school e.g., own land,
teacher) paddy production)
:(14+243+4+
Q 22 :(142+3+4) >0 8622 (1+243+4+5)
22 23 24 25 26
1. Agriculture months | | 1. Employer 1. Student
2. Salary/Wage months | | 2. Employee 2. House work
3. Own
3. Own Eco.
) .months | .| Account 3. Aged
Enterprise
Worker
4. Unpaid
4. Extended Eco. months | . 4. Pension
family worker
) 5. Physically and
5. Seeking work ..months | ... | L )
mentally handicapped
6. Household 6. Sickness or chronic
months | o |
work illness
7. Study (Student) months | o | 7. Others
8. No Work ...months
Total 12 months

Source: CBS. (2011). National Population and Housing Census (NPHC) 2011.

The questions aim to capture information on the varieties of activities performed and the reasons for
remaining inactive over the reference period. In collecting information on the economic activity of the
labour force of a country there is a system of following a short and a long reference period. Of course
the duration of the reference period depends upon the situation and the objective of the measurement.
A short reference period is of one month, one week or even of one day, whereas the long reference
period may be of one year. If the short period is used the activity mostly performed over the period is
referred to as ‘Current Activity’ and the collected data are used to measure ‘labour force participation’
of the population. On the other hand if a long reference period is used, the activity mostly performed
during the period is termed as ‘Usual Activity’. In the population censuses of Nepal there is a practice
of collecting data on economic activity of the targeted population by using a long reference period of
12 months, which is generally the usual activity concept.
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1.2.1.2 Conceptual elements gripped in the measurement of Nepal’s EAP

A number of key features are associated with the measurement of the EAP of Nepal. A few of them are
summarised in Table 1.2

Table 1.2: Main features associated with the measurement of economically active population in
different censuses

Census years
1952/54 1961 1971 1981 1991 2001 2011
. Blending Blending
Blending . .
Approach Gainful Work | Gainful Work of Labour of Labour
Labour Force Labour Force & of Labour
. . Approach & Approach & Force & Force &
& Gainful work Gainful Work Force & . .
. Labour Force | Labour Force Gainful Gainful
approach Approach Gainful Work
Approach Approach Approach Work Work
pp Approach Approach
Economically Worked at least
act}ve .for 8 mon.ths Worked for
population was either at a single Worked for
any length
one who was stretch or at any length of .
.. . . . . . . of time
Definition either working intervals, either . . time during . .
+ had iob but for pay. profit Same as in Same as in the 12 month during the Same as in
Of 1a€Job i Of pay, pro! 1961 1961 © - mo 12 months 2001
temporarily or remuneration preceding the recedin
absent or in cash or kind census date preceding
. . the census
looking for work during the year dat
at the time of preceding the ¢
census day of census
Minimum 15 years and 15 years and 10 years and 10 years and 10 years and 10 years and 10 years
Age? above above above above above above and above
. 8 months in 8 months in
. 8 months in the
At the time the course the course . . .
course of the During last 12 | During last During last
Reference of census . of the year of the year
. . year preceding . . months 12 months 12 months
Period enumeration preceding the | preceding the
the census
census census
Excluded Data on
- Out of work Data on duration
Included all job . Data on duration
at the time of . of work
. seekers under . duration of of work
Inclusion enumeration collected
EAP work collected collected
& - Had worked . -Included
. Excluded - for the first -Inclusion . .
Exclusion Unpaid famil less than 8 time of extended information
P Y months Included . on extended
worker . . economic .
- unpaid family . economic
activities o
workers activities

Source: Information for 1952/54 until 2001 comes from the CBS (1987), Shrestha and Pant (1995)
and Shrestha (2003). For census 2011 they are added by the authors from the Data Set of National
Population and Housing Census 2011, CBS.

4 Since the census of 1971 till the census of 2011, ten years has been set as the minimum age in the measurement of EAP

in Nepal.
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The major facets summarised in Table 1.2 indicate that census data on EAP is affected by a number of
limitations. The limitations come from the changes in definition and concepts used and the number and type of
questions administered in the censuses (Niroula, 2003). The variation in the ‘minimum age’ and the ‘referenced
period’ from one census to another has made data comparability problematic. The 2001 and 2011 censuses have
widened the definition of activities to a great extent by allowing counting as economically active if they did any
work at least one month during the last 12 months®. For the sake of defining work activities, population censuses
2001 and 2011 adopted the ILO standards, which in turn are based on the UN System of National Accounts (SNA)
1993. The economic activity framework is reproduced in Figure 3 in the earlier pages of this chapter. Census 2001
and 2011 have collected more information on the economically population. The approach of gainful work and
labour force are used in the later censuses but the labour utilisation framework (LUF) innovated by Phillip M.
Hauser, Theresa A. Sullivan and Clifford C. Clogg (Zhou, 2004) has not been fully practiced.

1.3. General trends of economically active population

The growth of the economically active population (EAP) is a direct effect of the growth rate of the total
population of a country or of a region (Shrestha, 2003). The dynamics of total population, population
of age group 10 years and above and economically active population of Nepal is presented in Table 1.3.

Table 1.3: Total and economically active population by sex, 1952/54 — 2011

Total population Population aged 10 plus years Economically active population
Sex & Year
Number % Increase Number % Increase Number % Increase
Both sexes
1952/54 8235079 7225607 4153455
1961%* 9412996 14.30 5659931 -5.70 4306839 3.70
1971 11555983 22.77 8178620 44.50 4852524 12.70
1981 15022839 30.00 10517888 28.60 6850886 41.20
1991 18491097 23.09 12977612 23.40 7339586 7.10
2001 22736934 22.96 16770279 29.20 10637243 44.90
2011 26494504 16.53 20495515 22.21 11108915 443
Males
1952/54 4050607 4153455 2460492
1961%* 4636033 14.40 2724757 -34.40 2563915 4.20
1971 5817203 25.50 4140624 52.00 3434288 33.90
1981 7659336 31.60 5351614 29.20 4479944 30.40
1991 9220974 20.40 6419484 20.00 4375583 -2.30
2001 11359378 23.20 8330576 29.80 5971024 36.50
2011 12849041 13.11 9706199 16.51 6064134 1.56
Females
1952/54 4184472 3072152 1692963
1961* 4776963 14.20 2935174 -4.50 1742924 3.00
1971 5738780 20.10 4037817 37.60 1418236 -18.60
1981 7327503 27.70 5130274 27.10 2370942 67.20
1991 9270123 26.50 6558128 27.80 2964003 25.00
2001 11377556 22.70 8439703 28.70 4666219 57.40
2011 13645463 19.93 10789316 27.84 5044781 8.11

Note: *Refers to age 15+ years as the Census 1961 defined lower limit of age 15 to qualify as
economically active.

Source: Information for 1952/54 until 2001 comes from the CBS (1987), Shrestha and Pant (1995)
and Shrestha (2003). For census 2011 they are added by the authors from the Data Set of National
Population and Housing Census 2011, CBS.

5 Reference period of work in National Housing and Population Census 2011 is 12 months.

10
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Obviously there has been an increase in the total
population, population of 10 years of age and
above, and the economically active population

Figure 1: Decadal Change in Total and Economically Active Population, 2001-2011

(EAP) from one census to another. However the 5000
decennial growth of the groups of population =
displayed in Table 1.3 is disproportionate in each 25.00

22.21

of the censuses. The growth of the population
aged 10 years and above between the census of
1952/54 and 1961 is negative. Factors such as
differences in data collection methods, coding,
and tabulation might have contributed to produce 1000
variations in the data. Between the censuses of
1981 and 1991, there is a decrease in the number 500
of male economically active population (MEAP)
by about 2.3 percentage points. Shrestha (2003)
has offered the view that a partial explanation of
this result would be due to the cause of listing
nearly one hundred thousand populations under the category of activity “not stated” (CBS, 1995).

2000 ¥ Both sexes|

" Male

1500 7 Female

1.56

o.00

Total Population 10+ years Economically Active

Between 1952/54 and 1961 there is a decrease in the economically active female population by 18.6% and a
decrease in the female population of 10 years and above by 4.5 percentage points. Doubt has been cast over
these figures due to the fact that the 1961 census probably wrongly classified a large number of females as
economically active when their primary occupation was in fact as “housewives” (CBS, 1987).

A sizable increase is observed in the EAP between 1971-1981 (by 41.2%) and 1991-2001 (by 44.9%)
censuses. The fast rise in the size of the EAP could be because of the broader coverage of activities and
definition of the concept of the EAP brought in to the censuses. From Figure 1 it is obvious that the rate of
increase in the economically active population between 2001 and 2011 is far lower (4.43%) as compared to
the increase of the total population (16.53%) and the population of age 10 years and above.

As in other ILO member countries, the estimation of the EAP in Nepal is also guided by the norms set
out in the ILO documents. The measure of the EAP of Nepal accomplished in the census of 2011 fitted
in the ILO’s framework® as shown in Box 4.

6 National Population and Housing Census (NPHC) 2011 report indicates the total population of age 10 years and above as
20,721,682 but the total population given in Box 4 is 20,495,515, and therefore there is a difference of 226,167. This difference
is mainly due to the non-coverage of the institutional population (e.g., the population living in barracks, hostels, etc.) in Form
Il of Census 2011 questionnaire. Again, if the Economically Active and the Not Economically active populations given in Box
4 are added, the total is 20,284,560 and creates a difference of 210,955. The reason for this is that the population not stating
their economic activity status (total 210,955) during the enumeration is not shown in the data framework given in Box 4.
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Box 4: Census 2011 data fitted in the ILO framework

Total Population
(10 years of age and above)
20495515 (100 %)
I
| 1
Population Economically Active at some time during Population Not Economically Active at all during the
the year year.
{in this case time in response category (a+b+c) >0 {in this case time in response category (a+b+c) = 0
month} month or category d = 12 months}
Population: (11108915) 54.20 % Population: (9175645) 44.7 %
1 . 1
Number of months of employment or unemployment > Number of months of employment or unemployment <
specified minimum duration (in this case 6 months) {or specified minimum duration (in this case 6 months)
time in response category (a+b+c) > 6 months} {or time in response category (a+b-+c) < 6 months}
Usually Active Population: (10055186) 49.06 % Not Usually Active Population: (1053729) 5.14 %
I
1 ]
Number of months of employment > Number of months Number of months of employment < Number of
of unemployment months of unemployment
{time in category (a+b) > time in category c} {time in category (a+b) < time in category c}
Employed Population: (9891098) 48.26% Unemployed Population: (164088) 0.80 %

Note: Population number is given in parenthesis; percentages given are per cent of the total population 10 years of age and
over. To simplify the presentation, response categories 1, 2, and 3 are denoted as ‘a’, 4 is indicated as ‘b’, 5 is ‘c’,
and 6,7 and 8 are ‘d’ in question 22 of census 2011.

Source: CBS. (2014).NPHC 2011 Volume I1L,p.337.

The classification given in the ILO framework is a preliminary one. Following this standard base it is
convenient to prepare other classifications like industry, occupation, status of employment of economically
active population, and reasons for not being usually active for those who are not economically active by sex,
age-group etc. (Niroula, 2003). Inserting the population data of the census of 2011 in the framework makes it
possible to compute rates of conventional measurement, for instance economically active, not economically
active, employed, unemployed, etc.

1.4 Size of EAP’s components

The core components of EAP are employed, unemployed and not economically active population.
The characteristics of the employed population are measured through their various jobs, including
their occupation, industry, status in employment, institutional sector, working conditions (such as
employment income, working time, job security and safety, training, participation in decision making),
as well as employment in the informal sector and informal employment (African Development Bank,
2012). The characteristics of the unemployed population include duration of unemployment, job search
methods, access to social benefits, and the characteristics of the previous-jobs they may have had (ibid).
The main characteristics associated to those not being economically active include their reasons for not
being active and the extent of their labour market attachment and features of former jobs they may have
had. The components of the economically active population corresponding to the census of 2011 are
given in Table 1.4.
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Table 1.4: Economically active and not active population 10 years of age and over by sex, 2011

Category Number As % of 10 yrs.& Above
A. Usually Active
1. Employed 9891098 48.26
Male 5627787
Female 4263311
2. Unemployed 164088 0.80%**
Male 121024
Female 430064
B. Not Usually Active 1053729 5.14
Male 315323
Female 738406
Economically Active
AL+ A2+B)y 11108915 54.20
Male 6064134 29.59
Female 5044781 24.61
C. Economically not Active 9175645 44.77
Male 3542892 17.29
Female 5632753 27.48
D. Economic Activity Not Stated | 210955 1.03
Male 99173 0.48
Female 111782 0.55
Total Population 10 Yrs. & Above (A1+A2+B+C+D) 20495515 100.00

Note: **The unemployment percent is calculated out of the total of 10 years and above population
(20495515).

Source: CBS. (2014). NPHC 2011 Volume III, p.337

Inthe NPHC 2011, EAP is defined as the population of ten years of age and over who remained economically
active (in agriculture activities, wage/salary earnings, own non-agricultural business activities, extended
economic activities and seeking jobs) at some time during the reference period (i.e., during the period of 12
months preceding the day of census enumeration). On the basis of this definition 11,108,915(or 54.20%) of the
population of ten years and above are economically active whereas 91,756,459 (or 44.77%) are economically
not active. There are differences in the economically active male and female population. Among the total
male population aged 10 years and above (9,706,199), 62.48% (6,064,134) are economically active and
46.76% (5,044,781) of females out of a total of 10,789,316 of the same age category are economically active.

1.5 Activity rate of the population

One of the major constituents in the analysis of the EAP is the activity rate, also known as labour force
participation rate (LFPR). Literature primarily discusses two types of activity rate of the EAP, namely, the
crude activity rate (CAR) and the refined activity rate (RAR). The CAR is the percentage of labour force
(economically active population) in the total population and the RAR is the percentage of the labour force
(economically active population) in the total population of 10 years of age and above; the RAR is generally
considered as the labour force participation rate (LFPR). This figure is a measure of the degree of success
of the economy in engaging the population in some form of production activity. It is an indicator that also
reflects demographic trends of a region and of a country. Rates for males and females are the proportions that
are classified economically active. The data relating to crude and refined activity rates are given in Table 1.5.
For comparison purposes with previous population censuses of Nepal, both the CAR and RAR are computed.
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Table 1.5 : Crude and refined activity rate by sex, 1952/54 — 2011

Crude Activity Rate (CAR) Refined Activity Rate (RAR)
Census Year

Both Sexes | Male Female Both Sexes | Male Female
1952/54 50.43 60.74 40.45 57.48 59.23 55.1
1961 45.75 55.3 36.48 76.09 94.09 59.38
1971 41.99 59.03 24.71 59.33 82.94 35.12
1981 45.6 58.48 32.36 65.14 83.71 46.21
1991 39.69 47.45 31.97 56.56 68.16 452
2001 46.78 52.56 41.01 63.43 71.68 55.29
2011 41.93 47.20 36.97 54.20 62.48 46.76

Source: Information for 1952/54 until 2001 comes from the CBS (1987), Shrestha and Pant
(1995) and Shrestha (2003). For the year 2011 they are computed by the authors from the
Data Set of National Population and Housing Census 2011, CBS.

When used for the analysis of trends, CARs are [T . i PO

. . m_Figure 2: Economic Activity Rate (RAR)
influenced by changes in the structure by age, mostly | * VAR .

changes in the younger and older populations, which j: I N\ -

are economically inactive. For example, a growth | , | k N\, A

in the fraction of the population over 64 years will | so -~

reduce the economic activity rate, and also conceal | e
actual changes in activity. The same is true for | * Female
increases or decreases in the population of younger j:
ages. Both of these age groups (the older and younger) | , ‘
affect the rate of economic activity. This applies to 1952/54 1061
both the male and female population. If the older and Year
younger age groups are not considered, the result is
that the indicator that is presumed to measure economic activity may actually be measuring increases
or decreases in the inactive population.

T T T T
1971 1981 1991 2001 2011

The RAR controls for variations in these factors as it considers the proportion of the age group 10 years
or 15 years of age and over (e.g., 10-64 or 15-64). In view of the fact that the refined rate excludes the
mass of the non-economically active population (namely the younger and the older), these rates should
be higher than crude rates (for both male and female). The CAR and RAR of the economically active
population of Nepal are of a fluctuating nature (Figure 2) and there is not a sustained rise in the activity
rate in the census 0of 2011; both the CAR and RAR have declined when compared to the census of 2001.
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Map 1: Economic activity rate by districts

Rate by district
65.0 or more
60.0to 64.9

55010539

50010549

Less than 50.0
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Min. 42.1 (Mahottari} Min. 41.6 (Dhanusha)

The ratio of the ecoenomically active population fo the total population, usually computed with referenceto a
given sex-age group or other category, is called the activity rate. In Nepal, the main soure of the statistics on
economically active population is population censuses. In the Population Census 2001, economically active
population was defined as those persons, who had worked or looked for job at least for six months at a single
streteh or at intervals during the 12 manths’ period preceding the day of census enumeration. Actually, it is the
usually economically active population. The definition has also included those persons who had worked in
extended economic activities. Economic activity rate is expressed as the percentage of economically active
persons aged 10 years and above to the population of comesponding age. It is also called the refined econcmic
activity rate because economic active population belongs to age 10 years and over.

Source: National Population and Housing Census, Central Bureau of Statistics and Survey Depariment,
Gowernment of Nepal

The distribution of economic activity rate by different geographical locations/districts is found to have
changed remarkably over the census years, 1981 to 2011(Map 1). One of the main reasons for the
decline in the activity rate is the increase in enrolment rates in school and higher-level education in
Nepal. In the census of 2001, altogether 37,99,356 persons (21,51,064 males and 16,48,293 females)
of 10 years above were reported not being economically active due to study, and in the census of 2011,
the number went up to 60,38,845 (30,95,610 males and 29,43,235 females) with an increase of 58.94%
over the period. Another explanation for the decrease in the activity rate is the increasing outflow of
working age Nepalese population to foreign countries as migrant workers.

1.5.1 Age and sex-specific activity rate

The economic activity rate of the economically active population is likely to differ by their age and
sex. The minimum age limit in the definition of labour force varies among countries. Generally the
activity rate of the population of younger and older age tends to be lower than that of the middle age
population. Moreover, education and child labour policy of the government also have an influence on
labour force participation rate (Shrestha, 2003). For example, if basic level education (education up
to eighth grade) or secondary level education (education up to tenth grade) is made compulsory up
to a particular minimum age and child labour is restricted by the government, then 10-14 years age-
specific participation rate would indeed be lower. The age and gender-specific participation rate of the
economically active population is represented in Table 1.6.
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The activity participation rates presented in Table 1.6 reveal that over a period of 40 years (1971-2011)
the participation rate of the population of age group 10-14 years has declined considerably. In the 1971
census it was as high as 50.5%, which declined to 8.14% (a reduction of almost six fold) in the census
of 2011. The same trend applies to the male and female population

The declining activity rate of the population of age group 10-14 years over the period 1971-2011 may
be taken as an indication of the falling trend of child labour in Nepal. The activity rate of the population
of the age group 15-19 and 20-24 years also shows a decreasing tendency over the period of 1971-2011.
When compared, the participation rate of the age group of 15-19 years and 20-24 years is higher than
that of the age group 10-14 years of the population irrespective of gender. It has been already mentioned
that the increase in enrolment in school and university education of the economically active age-group
population and the increasing outflow of Nepalese as migrant workers could be the main explanations
for the decline in the activity rate. The overall activity rate shows an increasing trend from the age
group of 25-29 to 50-54 years; it shows a decreasing trend from the population of the age group 55-59
years. Thus the economically active population's activity rate shows a universal inverted U-curve trend
[Figure 3(A) and 3(B)]. Comparing the male/female activity rate, the data reveals the dominance of
male activity rate over the female activity; there has been an apparent fall in the activity rate of females
in the latest census.

. o Figure 3(B): Economic Activity Rate by Age Group, 2011
Figure 3{A): Economic Activity Rate by Age Group, 1971
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For the NHPC 2011 data the activity rate for the economically active population of 15+ years is also
computed as shown in Table 1.7.

Table 1.7: Activity rate for age group of 15+ years, census 2011

Category
Age group Male Female Total (Both sexes)
10-14 Years 8.44 7.84 8.14
15+ Years 74.31 54.05 63.51

Source: Computed by authors from the data set and reports of NPHC 2011, CBS.

In the population of age category 15+ years, the female activity rate is lower than the male activity rate.
For the year 2011, if the RAR figures given in Table 1.7 are compared with the RAR figures of Table
1.5, it is obvious that the overall RAR computed by taking the economically active population of 15+
years exceeds the RAR computed by taking the economically active population of 10+ years.
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1.5.2 Activity rate by sex and rural-urban perspective

The economic activity rate of the population varies by place of residence. Gender-specific activity rate
for urban and rural areas are presented in Table 1.8.

Table 1.8: Economic activity rate by sex and place of residence, 1971 — 2011

Rural Urban
Crude Activity Rate (CAR)

C;él:;ls Si (;::s Male Female Both Sexes Male Female
1971 60.10 83.70 36.00 42.30 66.8 12.30
1981 45.99 58.46 32.98 39.77 54.69 22.58
1991 40.94 48.15 33.84 30.56 44.76 15.19
2001 47.69 52.67 42.77 41.27 51.89 29.97
2011 43.17 47.54 39.14 35.90 45.62 25.80

Refined Activity Rate (RAR)
1971 60.07 83.69 36.02 48.20 75.88 11.40
1981 65.85 83.77 47.19 54.90 74.86 3148
1991 58.76 69.78 48.10 40.76 59.44 20.34

2001 65.43 72.80 58.25 52.28 65.69 37.99
2011 56.32 63.51 49.98 44 .43 57.98 31.08

Source: Information for 1971 until 2001 comes from the CBS (1987), Shrestha and Pant (1995) and Shrestha (2003). For the
year 2011 they are computed by the authors from the Data Set of National Population and Housing Census 2011, CBS

Data given in Table 1.8 indicate differentials in the rural-urban CAR and RAR in totality and gender-
specific terms. Both CAR and RAR are higher in rural than in urban areas. One of the partial explanations
for this may be that people living in rural areas are more or less involved in some sort of own-account
economic activities than people of urban areas. It may also be that school-attending children of rural
areas also work relatively more than their counterparts in urban areas’. The data reveal that the rural-
urban differential in the activity rate is slowly getting narrower. There is a decline in the activity rates
of males and females between the censuses of 2001 and 2011 in both rural and urban areas. However
the decline in female activity rate is much more striking. This indicates low-involvement of females in
“economic work”. In comparison to rural areas, the activity rate of females in urban area is substantially
lower in the latest census. In totality the activity rate of the urban area (both CAR and RAR) has
remained lower than that of the rural area.

To understand the activity rates more precisely, it is meaningful to have an overview of the distribution
of the population on the basis of age and sex composition as well as place of residence. This information
is shown in Table 1.9.

7 Refer to Report on the Nepal Force Survey 1898/99 Table 12.2, p.66 and Report on the Nepal Force Survey 2008 Table
13.1, p.135.Central Bureau of Statistics, National Planning Commission Secretariat, Government of Nepal.
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Table 1.9: Age-sex specific activity rates by place of residence, 2001-2011

2001 2011

Age Rural Urban Rural Urban
Group

Both Male Female Both Male Female Both Male Female Both Male Female
Sex Sex Sex Sex

10-14 | 30.54 | 28.84 | 3234 | 17.42 | 1731 | 17.53 8.68 8.62 8.75 2.68 3.17 2.15

15-19 52.04 | 52.43 | 51.68 | 31.81 | 35.65 | 27.61 | 28.56 | 29.49 | 27.68 14.70 | 18.77 10.24
20-24 72.35 | 80.13 | 65.69 52.1 | 63.33 | 40.53 | 65.15 | 77.63 | 56.13 37.41 | 46.53 28.91
25-29 80.54 | 93.20 | 69.30 | 67.01 | 86.36 | 47.42 | 78.32 | 94.16 | 67.04 | 59.70 | 79.41 43.04
30-34 83.60 | 97.00 | 71.18 | 73.32 | 94.79 | 50.15 | 80.23 | 94.01 | 69.98 | 68.75 | 91.63 | 48.22
35-39 84.92 | 97.67 | 72.52 | 74.73 | 95.81 | 52.01 | 80.37 | 89.31 | 73.06 | 71.80 | 94.35 50.26
40-44 8494 | 9753 | 72.85 | 74.78 | 95.05 | 51.61 | 79.80 | 85.82 | 74.58 | 72.70 | 94.27 | 49.83
45-49 8490 | 9722 | 72.38 | 73.57 | 94.11 | 49.83 | 76.43 | 79.00 | 74.02 | 70.72 | 93.12 | 46.90
50-54 | 7322 | 95.64 | 69.76 | 68.97 | 89.31 | 46.05 | 72.64 | 72.77 | 72.52 | 66.96 | 89.30 | 42.69
55-59 91.55 92.7 | 65.40 | 63.68 | 83.12 | 40.54 | 67.15 | 66.84 | 67.47 | 59.82 | 81.33 36.96
60-64 69.52 | 83.64 | 55.15 | 50.42 | 69.04 | 3191 | 58.26 | 59.98 | 56.64 | 47.50 | 66.24 | 29.27
65 + 4933 | 61.61 | 36.62 | 31.92 | 45.77 | 19.28 | 46.08 | 45.83 | 46.34 | 39.02 | 5690 | 21.88

Note: B.Sex=Both sexes; Ml. =Male, Fm.=Female.
Source: Data relating to Census 2001 are from Shrestha (2003). Figures relating to 2011 are derived by
authors from the reports of the National Population and Housing Census 2011, CBS.

The rural-urban based male-female specific age group distribution of the activity rate also exhibits a
similar pattern to the economic activity rate considered in the overall category. The general participation
rate of both sexes of age group 10-14 years has declined considerably in both rural and urban areas. For
both sexes of this age group the activity rate in rural areas was as high as 30.54% in the 2001 census,
which declined to 8.68% (a decline of almost four fold) in the census of 2011. The same trend applies
to the male and female population of age group 10-14 years of rural and urban areas. The activity rate
of the population of the age group 15-19 and 20-24 years also shows a decreasing tendency over the
period of 2001 to 2011. However when compared to the participation rate of the age group of 10-14
years of population, the participation rate of the age-groups 15-19 and 20-24 years is relatively higher
irrespective of gender. The growing number of enrolments in school and university level education of
Nepal and the increasing outflow of Nepalese migrant workers are the main causes of the decrease in
the activity rate of the economically active age-group population.

The rural urban distribution of the activity rate shows an increasing trend from the age group 25-
29 to 45-49 years; it shows a decreasing trend from the population age group 50-54 years. Thus the
economically active population’s activity rate disaggregated into rural-urban setting by age group and
sex also shows a universal inverted U-curve trend. Comparing the male female activity rate, the data
reveals the dominance of male activity rate over the female activity rate. It may be that the female
population is much more involved in household activities that are not counted in the economic activities.

1.5.3 Activity rate by sex for ecological zones
On the basis of environmental conditions, especially climate, landforms, and soil characteristics, Nepal

is divided into three ecological zones, Mountain, Hill and Tarai. The crude and refined activity rates by
sex for ecological zones of Nepal are presented in Table 1.10.
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Table 1.10: Crude and refined activity rates by sex for ecological zones, 1971-2011

Census Year Crude Activity Rate (CAR) Refined Activity Rate (RAR)
and Sex Mountain Hill Tarai Mountain Hill Tarai
1971

Total 50.75 44.81 35.75 69.99 62.89 51.32
Male 62.43 58.43 58.97 85.51 81.99 83.33
Female 38.98 30.86 14.97 54.13 44.16 16.09
1981

Total 54.45 53.33 36.91 75.66 68.78 58.80
Male 61.83 61.45 54.50 85.91 82.03 83.80
Female 46.72 44.54 18.94 64.93 55.41 31.34
1991

Total 52.63 4437 33.78 74.49 62.78 48.56
Male 52.62 47.02 47.85 74.92 67.54 68.87
Female 52.64 41.85 19.18 74.08 58.38 27.53
2001

Total 79.37 65.87 59.00 76.47 62.41 53.54
Male 79.88 70.16 71.92 76.89 66.49 66.76
Female 78.88 61.84 45.61 76.06 58.59 39.84
2011

Total 50.81 45.36 25.44 67.48 57.21 49.86
Male 50.45 47.78 47.76 68.02 61.56 62.54
Female 51.14 43.18 14.81 66.99 53.47 38.03

Source: Information for 1971 until 2001 comes from the CBS (1987), Shrestha and Pant (1995) and Shrestha (2003). For
the year 2011 they are computed by the authors from the Data Set of National Population and Housing Census 2011, CBS.

Obviously there is a substantial difference in both the CAR and RAR in the three ecological zones of Nepal;
both activity rates exhibit ups and downs from one census to another. In the census of 2011 the activity
rates have declined in comparison to previous censuses. The explanation for this tendency is the same as
mentioned earlier (i.e., increasing enrolment in school and university education, and an outflow of a large
number of Nepalese migrant workers). The data reveal that among the three ecological zones Mountain has
the highest CAR and RAR, Tarai has the lowest and Hill is in between in each of the censuses. Activity rates
differentials in the ecological zones exhibit a widening trend over time.

There is a persistence of sex differences in activity rates in the three ecological zones. There is a narrow
gap in the activity rates of males and females in the Mountain region but the gap in male-female activity
rates is wide in the Hill and Tarai regions. Both the CAR and RAR of females is lowest in the Tarai
region. The explanation for this may be that the female population is more confined within household
work that is non-economic production in the economic activity framework outlined in the UN System
of National Accounts.
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1.5.4 Activity rate by sex for development regions

For administrative ease and formulation and implementation of developmental plans considering the local
potential and needs, Nepal is divided into five development regions, namely, Eastern Development Region (EDR),
Central Development Region (CDR), Western Development Region (WDR), Mid-western Development Region
(MWDR), and Far-western Development Region (FWDR). The refined activity rates in the five administrative
development regions by sex are presented in Table 1.11.

Table 1.11: Crude and refined activity rates by sex for ecological zones, 1971-2011

Year and Sex Development Regions

1981 EDR CDR WDR MWDR FWDR
Both Sexes 63.22 61.73 66.72 71.9 70.45
Male 81.14 83.02 81.27 87.5 87.64
Female 44.13 38.79 514 55.78 52.88
1991

Both Sexes 55.28 53.55 57.62 62.44 65.62
Male 68.09 69.83 64.19 72.13 70.81
Female 42.55 36.78 51.75 52.72 60.76
2001

Both Sexes 63.64 59.47 64.03 67.58 71.59
Male 72.41 71.54 68.65 74.05 73.64
Female 54.98 46.76 59.91 61.20 69.61
2011

Both Sexes 56.84 50.22 55.98 57.54 57.92
Male 65.10 62.53 60.63 62.22 59.88
Female 49.53 38.19 52.19 53.45 56.25

Source: Information for 1981 until 2001 come from the CBS (1987), Shrestha and Pant (1995) and
Shrestha (2003). For the year 2011 they are computed by the authors from the Data Set of National
Population and Housing Census 2011, CBS.

There are marginal differences in the refined activity rates of the EAP among the five development
regions. The activity rate does not show a sustained rise; it declined in the census of 1991 relative to the
1981 census, slightly increased in the census of 2001 and again declined in 2011. The reasons for the
decline in the activity rate in the latest census are again the increased enrolment in school and colleges,
and the growing outflow of Nepal’s working age population as migrant workers. There are marked
differences in the activity rates between males and females among the five development regions.
Female activity rates are comparatively lower than that of males in all the development regions.

1.6 Distribution of usually employed population by type of industries

Generally the census in Nepal has the practice of gathering information on industrial involvement
(industrial division) of the population based on the question: “Where did you work during the last 12
months? Name the establishment or the organisation where you worked?” The distribution of employed
population by type of industries is presented in Table 1.12.
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From the data given in Table 1.12 it is obvious that a significant percentage of the EAP is engaged in the
agricultural sector, although the involvement rate is a decreasing trend. The decrease in the activity rate in
agriculture was substantial between the censuses of 1971-1981, 1981-1991, and 1991-2001 but it remained
marginal between the censuses of 2001-2011(65.70% in 2001 and 64.01% in 2011). In the census of 1971,
about 94.35% of EAP were involved in agricultural activities while in the census of 2011, the involvement in
agricultural activities declined to 64.01%. The decrease in the involvement of EAP in the agriculture sector
suggests the shifting of involvement in other industrial activities of the economy of Nepal. The figures show
that there is a greater participation by the female population in the agriculture sector than that of males.

After agriculture (A), activities of Manufacturing (C), Commerce (F), and Personal and Community
Services (I) engage the employed population of the country. It is apparent that the pace of other
industrial sectors to engage the economically active population of the country is slow in Nepal. Kaldor
(1967) and Kuznets (1971) hypothesize that a shift away from agriculture towards manufacturing, other
types of industrial production, and services is one of the stylised scenarios of economic development.
Such a change in the productive structure will generally be associated with changes in the structure of
employment. Labour tends to move out of agriculture into industrial activities and services.

International Standard Industrial Classification (ISIC) categorises all the industrial activities into three
broad sectors: Primary, Secondary, and Tertiary.® Primary sector comprises of agriculture, fishing,
mining and quarrying. Secondary sector includes construction industry, manufacturing, electricity,
gas and water. Tertiary sector is the entire service sector comprising of wholesale and retail traders,
hotel and restaurant, transportation and communication, financial intermediary, real estate and business
service, public administration and defence, health and other social services. The percentage distribution
of EAP by major industrial sectors and sex for rural and urban areas of Nepal is presented in Table 1.13.

8 Evenif there is a revision in the classification of economic activities from the ISIC Rev.4 (2008), the old
practice for comparison of the Census 2011 data with the data of previous censuses has been followed.
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Table 1.13: Percentage distribution of the employed population by major industrial sectors and
sex for rural and urban areas, 1971-2011

Major sectors
Region and Sex Year Primary Secondary Tertiary
Nepal 1971 94.37 1.17 4.45
1981 91.15 0.53 6.47
1991 81.23 2.56 14.87
Both Sexes 2001 65.70 11.86 2221
2011 64.27 9.27 24.02
1971 92.81 1.46 5.73
1981 88.71 0.68 8.48
1991 74.93 341 19.83
Male 2001 60.25 12.53 26.99
2011 54.82 12.88 29.21
1971 98.17 0.46 1.36
1981 95.75 0.22 2.68
Female 1991 90.53 1.31 7.55
2001 72.83 10.99 15.96
2011 76.78 4.48 17.15
Rural 1971 96.26 0.84 2.89
1981 92.74 0.33 5.14
1991 85.54 1.90 11.4
Both Sexes 2001 72.25 10.17 17.37
2011 71.80 7.83 18.25
1971 95.21 1.03 3.75
1981 90.82 0.42 6.72
1991 80.37 2.62 15.39
Male 2001 68.61 10.4 20.78
2011 63.14 11.41 22.68
1971 98.75 0.38 0.86
1981 96.3 0.16 2.20
1991 92.69 0.87 5.81
Female 2001 76.7 9.89 13.19
2011 82.47 3.43 12.78
Urban 1971 32.83 12.03 55.13

(Table continues...)
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(Table 1.13 continued...)

Major sectors
1981 63.96 3.81 29.09
1991 24.07 11.40 60.86
Both Sexes 2001 42.18 17.95 39.6
2011 22.20 17.28 56.30
1971 29.53 12.78 57.68
1981 57.00 454 34.74
1991 19.67 11.42 64.90
Male 2001 337 19.29 46.70
2011 16.37 19.71 59.40
1971 54.81 7.02 38.16
1981 83.39 175 13.33
1991 30.12 11.43 47.96
Female 2001 56.2 15.73 27.87
2011 33.89 12.40 50.08

Source: Derived and computed by authors from the reports of the Population Censuses of Nepal, 1971
- 2011, CBS.

The percentage distribution of EAP by major industrial sectors and sex for rural and urban areas given
in Table 1.13 reveals that a significant proportion of the EAP of Nepal is involved in the primary sector,
which is predominately agriculture. However the involvement in agriculture sector is a decreasing
trend. The contribution of the tertiary sector (the service sector) in totality is a rising trend and the pace
of rise of the involvement of the EAP in the service sector is higher in urban areas than in rural areas.
Although the involvement of male and female EAP in the tertiary sector activities is an increasing trend;
the involvement of the male EAP is higher than the female on the whole and on a rural-urban basis.

In the later censuses the speed of involvement of the EAP in the secondary sector activities is also an
increasing trend when compared to the situation in 1971 or 1981, although it is slow. The slow growth of
the manufacturing sector indicates more dependence of the EAP in the primary (agriculture) sector in the
economy of Nepal. Figures relating to rural-urban areas indicate that the involvement of the EAP in the
secondary industrial sector is larger in urban areas, which is natural because manufacturing production
activities are urban-centric due to the availability of physical infrastructures like transportation, power
supply, and industrial security. The involvement of female EAP in the secondary sector is smaller in
comparison to male EAP both in the rural and urban environment. The lower rate of the involvement of
the female EAP in the secondary and tertiary sector’s | activities again indicates greater involvement of
female EAP in the primary sector (agriculture sector) activities in the economy of Nepal.

1.7 Occupational involvement of usually employed population

The ‘usually active’ population component of the EAP includes “all persons above a specified age
whose activity status, as determined in terms of the total number of weeks or days during a long
specified period (such as the preceding 12 months or the preceding calendar year) was employed
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and/or unemployed as defined within the labour force framework” (United Nations/International
Labour Office, 2010, p.76). The information on the occupation of the population is collected based
on the question, “What do you usually do? Describe the usual work done”. The occupational group is
formed considering the International Standard Classification of Occupation (ISCO). The occupational
involvement of the usually active population on the whole and for males and females is given in Table
1.14(a) and 1.14(b). The occupational classification of the population of the census of 2011 is presented
in a separate table (Table 1.14(b) because some of the occupations are not compatible to types of
occupations of earlier censuses.

Table 1.14(a): Percentage distribution of employed population by sex and major occupation in
Nepal, 1971 — 2001

Census Year
Major 1971 1981 1991 2001
Occupational
Groups B.Sex Ml Fm | B.Sex Ml Fm | B.Sex Ml Fm | B.Sex Ml Fm
Professional & | 55 | g | 014 | 003 | 1.19| 045 | 178 254| 066| 418|593 | 1.90
Technical
Administrative
& Related 0.02 | 0.03 0.03 0.09 0.13 0.02 0.3 0.15 0.07 0.57 | 0.87 0.18
Clerical 097 | 1.13 0.13 0.71 1.03 0.12 1.06 1.60 0.26 2.03 | 3.13 0.60
Sales 1.24 | 1.54 0.51 1.25 1.62 0.53 2.98 3.87 1.66 7.89 | 10.5 4.49
Services 0.70 | 0.84 0.38 0.24 0.31 0.10 6.18 7.77 3.84 9.26 | 9.06 9.53
Agriculture 94.37 | 92.8 | 98.17 | 91.37 | 88.89 | 96.06 81.1 | 74.75 | 90.46 | 59.61 | 53.4 | 67.74
Production 2.18 | 2.80 0.67 3.12 3.86 1.73 4.23 5.76 1.96 143 | 2.19 0.43
Others# - - - - - - 2.09 2.96 0.82 | 1495 | 14.9 | 15.03
Not Stated - - - 1.73 2.28 0.99 0.28 0.31 0.25 0.08 | 0.07 0.10

Note: # Refers to "Elementary Occupation" groug in Table 28 of National Report of the Population
Census 2001. For simplicity of comparison with the previous censuses it has been termed as "others"
category.

Source: Derived and computed by authors from the data set and reports of the Population Censuses of
Nepal, 1971 - 2001, CBS.

The data presented in Table 1.14(a) highlights that agricultural occupation are a dominant source of
providing work to the usually economically active population of Nepal although the share of this type
of profession in the total EAP has continued to decline in each of the censuses succeeding the census
of 1971. On a gender-specific basis, the occupational involvement of females in the agriculture sector
is higher than male’s involvement. Service providing activities are also employment varieties of the
population of Nepal.

The population census of 2011 also highlights that agriculture is the dominant source of employment
opportunity to the EAP of Nepal. When compared to the data of 2001, occupational involvement of
the employed population in the agriculture sector reported in the 2011 population census has slightly
increased. The occupational involvement of the female population in the agriculture sector is obviously
higher than the male population as revealed by the population censuses of 1971 until 2011 even though
female’s occupational dependency on agriculture is also a declining trend.
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Table 1.14(b): Percentage distribution of employed population by sex and major occupation in

Nepal, 2011
Major Occupational Groups ;z (;‘Zl; Male Female
Armed forces 0.24 0.39 0.04
Managers 1.41 1.64 1.11
Professionals 3.99 4.64 3.14
Technicians and associate professional 2.09 2.84 1.09
Office assistance 1.27 1.58 0.87
Service & sale workers 8.29 10.13 5.87
Agriculture, forestry & fishery workers 60.43 50.50 73.57
Craft and related trades workers 8.07 11.32 3.77
Plant & machine operators & assemblers 2.22 3.61 0.37
Elementary occupations 9.94 10.85 8.75
Not stated 2.03 2.49 1.42

Source: Computed and derived by authors from the data set and reports of National Population and
Housing Census 2011, CBS.

It also makes sense to overview the occupational structure of the usually active population of specified
age and over. The figures relating to the population census of 2011 on the occupational distribution of
usually active population for the rural and urban area by sex are presented in Table 1.15.

Table 1.15: Percentage distribution of employed population 10 years of age and over by occupation
and sex for place of residence, 2011

Nepal Urban Rural
Occupation ge(::el:s Male | Female ge (;t:ls Male | Female ge (;t:ls Male | Female
Armed forces 024 | 0.39 0.04 0.63 0.88 0.13 0.17 | 0.29 0.03
Managers 1.41 1.64 1.11 4.55 4.74 4.15 0.85 | 0.97 0.71
Professionals 399 | 4.64 3.14 8.86 8.47 9.63 3.12 | 3.81 2.27

Technicians and
associate professional

Office assistance 1.27 1.58 0.87 3.55 3.37 3.90 0.87 1.19 0.47

2.09 2.84 1.09 6.66 7.53 491 1.27 | 1.82 0.59

Service & sale workers | 8.29 | 10.13 5.87 22.05 | 23.46 19.23 583 | 7.24 4.09

Agriculture, forestry &
fishery workers

Craft and related trades
workers

60.43 | 50.50 | 73.57 20.13 | 14.58 | 31.29 | 67.64 | 58.28 | 79.18

8.07 | 11.32 3.77 15.48 | 17.83 10.76 6.74 | 991 2.84

Plant & machine

2.22 3.61 0.37 4.82 6.72 1.00 1.75 | 2.94 0.28
operators & assemblers

Elementary 994 | 1085 | 875 973 | 870 | 1181 | 998 | 1131 | 834
occupations

Not stated 203 | 249 | 142 355 | 373 | 319 | 176 | 222 | 1.19
Total* 100 | 100 100 100 | 100 100 100 | 100 100

Note: *Because of rounding figures after the decimal may not add up to 100.
Source: Computed by authors from the data set of National Population and Housing Census 2011, CBS
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The rural-urban-specific occupational distribution for the usually active population indicates that
agriculture is by far the largest sector providing jobs to the Nepalese people. Except for agriculture,
the share of male in job-occupancy is higher than that of female. Involvement of usually employed
population in elementary occupation is also considerable in the aggregate and rural-urban context.
Elementary occupations involve the performance of simple and routine tasks that may require the
use of hand-held tools and abundant physical effort (ILO, 2012, p.337). The occupancy of service
and sale workers in the total jobs is also encouraging and it is followed by craft and related trade
workers, and professional.

The ecological distribution of usually active population by occupation is presented in Tablel.16.

Table 1.16: Usually employed population 10 years of age and over by occupation* 2011 (in

percentage)
Occupations Mountain Hill Tarai
Armed forces 0.07 0.34 0.17
Managers 1.03 1.86 1.03
Professionals 3.50 4.89 3.18
Technicians and associate professional 1.15 2.57 1.76
Office assistance 0.98 1.61 0.99
Service & sale workers 3.94 8.82 8.51
Agriculture, forestry & fishery workers 79.85 62.23 55.34
Craft and related trades workers 3.95 8.23 8.61
Plant & machine operators & assemblers 0.58 2.14 2.57
Elementary occupations 4.16 5.71 15.17
Not stated 0.79 1.59 2.68
Total*** 100 100 100

Note: *includes both sexes; ***Because of rounding figures after the decimal may not add up to 100.
Source: Computed by authors from the data set of National Population and Housing Census 2011, CBS.

The data reveal that obviously agriculture is the major sector providing jobs to a large segment of the
people living in the Mountain, Hill and Tarai regions of Nepal. The dependency on agricultural jobs is
the highest in the Mountain and lowest in the Tarai. This is because more industries are established in
the Tarai region and economic activities other than agriculture are quite meagre in the Mountain region.
The proportion of craft and related trade workers is almost equal in the Hill and Tarai regions (around
8%). Other considerable areas of EAP’s job involvement are service and sale workers, professionals
and elementary occupations.

The distribution of usually economically active population by major occupations for development
regions as per the census of 2011 is presented in Table 1.17.
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Table 1.17: Percentage distribution of employed population by major occupation for development

regions, 2011

Development Regions

Major Occupations EDR CDR WDR MWDR FWDR
Armed forces 0.16 0.42 0.14 0.13 0.16
Managers 1.09 2.06 1.32 0.97 0.64
Professionals 3.47 4.81 3.92 3.33 3.33
Technicians and associate professional 1.70 3.19 1.52 1.32 1.20
Office assistance 0.88 1.87 1.00 1.01 0.97
Service & sale workers 7.39 11.08 7.58 5.89 5.11
Agriculture, forestry & fishery workers 62.05 48.94 64.96 71.18 74.37
Craft and related trades workers 6.65 10.53 8.04 6.38 4.92
Plant & machine operators & assemblers 2.10 3.11 2.11 1.13 0.97
Elementary occupations 12.24 11.19 7.98 7.61 7.07
Not stated 2.27 2.80 1.41 1.05 1.27
Total* 100.00 100.00 100.00 100.00 100.00

Note:*Because of rounding figures after the decimal may not add up to 100.
Source: Computed by the authors from the data set of Population and Housing Census 2011, CBS

On the basis of regional administrative development regions too, agriculture sector emerges as the
main sector of jobs for the Nepalese people. However the proportion of the population involved in the
agriculture sector is different in the five development regions; the lowest percentage involvement is in
the central development region (CDR). On average the involvement in agriculture, forestry and fishery
workers in the agriculture-related activities is largest (74.37%) in the far western development region
(FWDR). After agriculture, elementary occupation appears as an important employment of Nepalese
people. Service and sale workers, and craft and related trades workers are other types of employment.
The status of professionals is little bit higher in the central development region (CDR).

1.8 Educational attainment of usually employed population

The close association between educational attainment and employment opportunity is a widely
established norm. Generally the higher an individual’s educational attainment, the more likely the person
will be in the labour force. Educational attainment of the labour force also reflects the skill levels of
the labour force. The larger the proportion of the labour force with a secondary and tertiary (university)
education, the higher the skill levels of the labour force. Many different occupations require a certain
level of formal education in order for a person to be eligible in that profession. Several empirical studies
(e.g., Gemmell, 1996; Petrakis and Stamatakis, 2002; Pereira and Aubyn, 2009; Zhang and Zhuang,
2011) have documented that primary and secondary level education contribute in final goods production
activities of countries and regions that are at lower levels of development, and higher (tertiary) level
education is contributive in technological inventions in advanced economies. Therefore it is interesting
to present an overview of the percentage distribution of occupational involvement of the employed
labour force of Nepal with different levels of education attainment. This is shown in Table 1.18 in
which the data relates to the population census of 2011.
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Table 1.18: Percentage distribution of occupational involvement and level of education passed,

Nepal, 2011
Occupations
EduLv Occpl | Ocep2 | Ocep3 | Ocepd | OcepS | Ocep6 | Ocep7 | Ocep8 | Ocep9 | Ocepl0
Edul 0.05 0.20 0.04 0.15 0.20 0.32 0.54 0.39 0.22 0.44
Edu2 0.07 0.39 0.16 0.25 0.45 0.47 1.13 0.83 0.50 1.22
Edu3 0.94 1.53 0.35 0.64 1.45 1.93 4.67 4.20 2.81 5.08
Edu4 0.90 2.03 0.29 0.89 2.03 2.86 6.81 6.18 4.61 7.39
Edu5 1.84 2.48 0.45 1.20 2.29 3.65 7.46 7.73 6.63 9.16
Edu6 5.09 6.47 1.12 3.09 7.00 9.33 16.20 | 16.64 | 14.63 17.19
Edu7 1.58 2.19 0.33 1.17 2.06 341 5.92 6.23 6.45 7.02
Edu8 3.61 3.95 0.66 1.99 3.79 5.80 8.03 8.48 9.49 8.48
Edu9 11.61 7.17 1.44 4.27 7.98 9.60 9.90 11.10 | 13.81 9.94
Edul0 6.52 4.26 0.98 2.65 4.38 5.97 5.64 5.50 6.87 5.26
Edull 13.21 7.75 3.81 7.34 10.08 | 11.55 8.11 7.87 9.71 6.75
Edul2 26.14 | 1587 | 2040 | 21.47 | 18.71 19.92 9.33 1045 | 12.52 8.72
Edul3 13.71 15.08 30.91 2453 | 17.26 | 12.48 3.14 4.65 4.47 3.74
Edul4 8.54 15.19 | 24.07 18.99 | 12.79 5.84 0.77 1.76 1.63 1.41
Edul5 3.67 10.47 13.16 8.61 5.26 1.21 0.13 0.45 0.43 0.41
Edulé6 0.04 0.32 0.55 0.30 0.12 0.03 0.01 0.01 0.02 0.02
Edul? 0.00 0.06 0.13 0.15 0.10 0.09 0.11 0.10 0.12 0.13
Edul8 2.26 4.19 0.89 2.01 3.75 5.14 11.41 6.93 4.69 7.03
Edul9 0.20 0.39 0.26 0.30 0.29 0.41 0.68 0.51 0.37 0.63
Total 100.00 | 100.00 | 100.00 | 100.00 | 100.00 | 100.00 | 100.00 | 100.00 | 100.00 | 100.00

Note: Occp=Occupations; Occpl=Armed forces, Occp2=Managers; Occp3=Professionals; Occp4=Skilled
technicians and associate professionals; Occp5=Clerical support workers; Occp6 = Service and sales workers;
Occp7=Agricultural, forestry and fishery workers; Occp8=Crafts and related trade workers; Occp9 =Plant and
machine operators and assemblers; Occpl0 = Elementary occupation.

EduLv=Education levels; Edul=Nursery/K.G./Kindergarten, Edu2=Class I; Edu3=Class II ; Edu4=Class III
; Edu5=Class IV ; Edu6=Class V ; Edu7=Class VI ; Edu8=Class VII ; Edu9=Class VIII ; Edul0=Class IX ;
Edull=Class X ; Edul2=SLC or Equivalent ; Edul3=Intermediate or Equivalent ; Edul4 =Bachelor or Equivalent
; Edul5=Masters or Equivalent ; Edul6=PhD or Equivalent ; Edul 7=Other ; Edul8= Non-formal education ;
Edul9 = Not stated

Source: Computed by authors from the data set and report of National Population and Housing Census 2011, CBS.

The data indicate that the population with lower levels of formal education is involved in more-
manual natured jobs (blue-collar jobs) and the population with higher levels of education is involved
in higher-level managerial and professional jobs (white-collar-jobs). The share of population with
education equivalent to tenth grade and SLC or equivalent is sizeable in different jobs, which
is followed by jobs involvement with higher secondary (10+2) and bachelor level of education.
The labour force with non-formal education also occupies a significant space in the job market.
Therefore it is concluded that basic and secondary education in particular holds more significance
in the education-based job classification in Nepal.
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1.9 Employment status

Employment status is the legal position and classification of someone in employment as either an
employer or employee or working on their own account (self-employed). The classification may be
further disaggregated into large employers, small employers, the self-employed without any employees,
unpaid family workers contributing labour to a family farm or business, partners in a legally defined
partnership, apprentices and supervisors, as well as ordinary employees. The Central Bureau of
Statistics (CBS) collects information on the status of employment based on the question: “What was
your employment status?” with response options of employer, employee, own-account worker, and
unpaid family worker. The status of usually employed population for the census years 2001 and 2011
is shown in Table 1.19.

Table 1.19: Percentage distribution of employed population (aged 10 + years) by employment status and
sex, 1971-2011

‘C{:alisus Sex Employees | Employers Ovz;lloz:lc(ce(;:nt Unps‘i/grllii;nily Unspecified
1971 Both Sexes 9.34 0.45 85.82 4.29 -
Male 11.69 0.55 84.66 3.10 -
Female 3.65 0.21 88.98 7.16 -
1981 Both Sexes 9.07 0.69 85.54 2.52 2.18
Male 11.84 0.86 83.21 1.73 2.36
Female 3.85 0.36 89.95 4.02 1.82
1991 Both Sexes 21.41 0.56 75.25 2.34 0.44
Male 27.81 0.70 69.53 1.53 0.43
Female 11.96 0.36 83.69 3.53 0.45
2001 Both Sexes 24.63 3.80 62.73 8.83 -
Male 33.72 3.85 56.69 5.73 -
Female 12.75 3.73 70.63 12.88 -
2011 Both Sexes 27.47 2.15 65.82 1.33 3.24
Male 35.73 2.59 57.63 0.84 3.20
Female 16.53 1.56 76.66 1.97 3.29

Source: The figures for 1971, 1981, 1991 and 2011 come from CBS (1987), Shrestha and Pant (1995), and Shrestha
(2003). For the year 2011 figures are computed by authors from the data set and reports of the Population and
Housing Census 2011, CBS.

The percentage distribution of employment status of the employed labour force of Nepal shows the
dominance of own account workers, more than 65% on aggregate as per the population census of 2011;
it was 85.82% in the population census of 1971. The proportion of employers up until the census of
1991 was not even 1%. In the population census of 2011, the proportion of employers has increased
to about 2.15% in the total. The proportion of employees has slightly increased in the census of 2011
compared to previous censuses.
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A comparative view of the level of employment status of usually economically active population 10
years of age and above for the population censuses of 2001 and 2011 is shown in Table 1.20.

Table 1.20: Employment status of usually economically active population 10 years of age and
above, Nepal 2001 and 2011

E::;?Z:ear Total Employer | Employee Em[?leol ;e a* Un[;;ﬁli;nlly Not Stated
2001 9900196 376349 2438328 6210841 874678

Male 5606774 216311 1890586 3178384 321492

Female 4293422 160038 547742 3032457 553186

2011 9929562 213303 2727231 6535825 131578 321626
Male 5656027 146701 2020979 3259829 47534 180984
Female 4273535 66602 706251 3275996 84044 140642

Note:* Own account worker in Census 2011

Sources: CBS (2002).Population Census 2001, National Report, and, CBS (2014).National Population and
Housing Census 2011, Volume 03(Tables from Form-II), 2014.

In between the period of 2001 and 2011, there is decrease in the number of employers (job creators) in
the economy from a total of 376,349 in 2001 to 213,303 in 2011, a net decrease of 163,046 employers
(a decrease of 43.32%). On the other hand there is an increase in the number of employees in the same
period; in the 2001 census the number of employees was 2,438,328, which increased to 2,727,231 in the
2011 census, an increase of 288,903 individuals (or 11.85%). The drop in the number of employers over
the period 2001 to 2011 seems to be confirmed by the reduced proportion of employers given in Table
19 for the referred period. The internal conflict of 1996-2006 and the political instability following it
would be factors creating unfavourable industrial climates in the country and reducing the number of
employers. Among the number of employees, the number of males exceeds females in the censuses of
2001 and 2011. This indicates that female entrepreneurship is low in Nepal.

There is an increase in the self-employed nature of jobs between 2001 and 2011. In 2001 the number
of self-employed was 6,210,841, which increased to 6,535,825 in the 2011 census, a net increase of
5.23 percentage points over a period of one decade. This implies that waged and salary employment
is lacking in Nepal, and self-employment is becoming a key source of jobs. A body of theoretical
literature suggests that self-employment and economic development are related inversely. Lucas
(1978) predicts that entrepreneurship decreases with economic development. Recent studies, however,
conjecture a U-shaped relationship between economic development and entrepreneurship (Wennekers
and Thurik, 1999; Wennekers, Stel, Thurik and Reynolds, 2005). The latest empirical studies support
the view that the per-capita Gross National Product (GNP) is negatively related to self-employment
rates (Acs, Audretsch and Evans, 1994; Folster, 2002). Iyigun and Owen (1999) show that an economy
develops as individuals invest time in accumulating professional skills through education rather than
by accumulating entrepreneurial human capital. These issues are yet to be empirically verified in the
context of Nepal.

The presence of ‘unpaid family worker’ is notable although it has declined between 2001 and 2011.
Among the unpaid family workers the number of females far exceeds males. This suggests that females
are much more limited in within-household activities.
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1.10 Duration of work of the employed population

Duration of work of the employed population is one of the major indicators of labour statistics of a
country. This reflects the time of labour utilisation in the economy. It is reported that the Central Bureau
of Statistics (CBS) for the first time started to gather information on duration of work of the economically
active population over the one-year reference period in the population census of 1991 (Shrestha and
Pant, 1995). In the censuses, CBS classified the duration of work into four broad categories as presented
in Table 1.21. The duration of work is estimated from “Q22” of the NPHC 2011.

Table 1.21: Percentage distribution of economically active population (10+ years) by duration of
work in the 12 months preceding the census by sex, 1991- 2011

Duration of Work

Year and Sex <3 months | 3-5 months | 6 -7 months | 8+ months Number

1991 Both Sexes 2.25 6.01 26.26 65.04 7339586
Male 1.86 5.02 24.43 68.19 4375583

Female 2.82 7.47 28.95 60.38 2964003

2001 Both Sexes 5.03 6.72 4.50 83.75 9900196
Male 3.68 5.04 3.62 87.66 5606774

Female 6.8 8.91 5.62 78.66 4293422

2011 Both Sexes 4.09 541 11.07 79.43 11154384
Male 2.90 2.30 4.16 90.64 6064134

Female 5.50 9.12 19.31 66.07 5090250

Source: Computed and derived by authors by using the data set and reports of Population Censuses of Nepal,
1991 - 2011, CBS.

Workers’ longer working duration in months (more than 8 months) increased in 2001 compared to
1991, but in 2011 it declined slightly relative to the year 2001, considering both sexes together. It is
encouraging that a large majority (around 79 %) of the economically active population worked more
than 8 months during the reference year of the census of 2011, although it is lower than 2001. In 2011
the percentage of males working a longer time (8 months and above) increased to 90% although the
percentage of employed female population declined to 66% against 78.66% in the census of 2001. It
deserves to be noted that a sizeable percentage of the employed population in the censuses of 1991,
2001 and 2011 worked less than 3 months and 3 to 5 months of the reference period. This indicates the
prevalence of partial unemployment in the economy of Nepal. For those groups of population it would
be difficult to meet the cost of livelihood of the whole year.

1.11 Unemployment comparison

Unemployment is a worldwide phenomenon and all economies of the world experience some form
and degree of unemployment of their labour force. Unemployment is an economic condition where an
individual or individuals seeking jobs cannot succeed to get economically employed. The unemployment
rates of Nepal estimated by the population censuses, the Nepal Labour Force Survey (NLFS), and the
Nepal Living Standards Survey (NLSS) are shown in Table 1.22.
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Table 1.22: Comparison of unemployment rate by sources of estimates

Unemployment Rate*
Census/Survey
Total Male Female

2001 Census 8.1 7.0 9.2
NLFS 1998/99 52 4.1 6.3
NLSS 1996 4.9 5.6 4.1
NLFS 2008 2.1 2.2 2.0
NLSS 2010 22 32 1.5
2011 Census 1.48 2.00 .85

*Number of unemployed persons per 100 economically active populations.
Source: CBS, Population Census 2001 and 2011; CBS NLFS 1998/99 and 2008, CBS NLSS 1996, 2004 and 2010.

Data given in Table 1.22 reveal that Nepal is not in a state of full employment of its labour force and
the extent of unemployment differs from sources of estimates. As census and sample survey data are
different, certain differences in the employment and unemployment figures arise. There is a difference
in the unemployment of the male and female population. If the unemployment figures are taken
considering the EAP estimated in the census of 2011, it is 1.48%.

The level of unemployment differs with economic conditions and labour market forces. An economy
experiences structural unemployment which occurs due to the mismatch between available workers’
skill and education and occupational vacancies in the labour market, difficulty in moving to a new
location, difficulty in learning a new skill, and the introduction of new techniques and technologies
that need less labour force. Economies also go through frictional unemployment that results from
temporary transitions made by workers and employers or from workers and employers having differing
or incomplete information. Sometimes economies are hit by classical unemployment which occurs due
to above-market minimum wages set by labour acts and when trade unions and labour organisations
bargain for higher wages, which leads to strikes and lockouts and results in the fall in the demand
for labour. Furthermore, there is demand deficient unemployment, which results from the decrease in
aggregate demand for goods and services leading to a decrease in the demand for labour (Sherraden,
1985). Beyond all of these unemployments, economies also experience seasonal unemployment that
occurs due to the seasonal nature of jobs; for example, hospitality and tourism industries, fruit picking
and catering industries are affected by seasonal unemployment (Mourdoukoutas, 1988).

One or more of the aforementioned unemployment is definitely prevalent in Nepal. The problem of
unemployment in Nepal is also from the supply-side related factors; there is a shortage of investment
in physical overhead capital building (roads, electricity, irrigation facility) that constrains industrial
establishment and ultimately leads to labour unemployment. Additionally the occurrence of disguised
unemployment in Nepal cannot be ignored.
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1.12  Reasons for being economically inactive

Population censuses and labour force surveys collect information from respondents on their reasons
for inactiveness based on a number of criteria. The criteria of wanting a job, being available to start,
and seeking work are based on the ILO definition of unemployment. Those people, who are classified
as unemployed, by definition, meet all three conditions. Thus the economically inactive population
are those people who do not satisfy all the criteria for ILO unemployment, that is, inactivity is a result
of not satisfying one, two or all three of these criteria. A bulk of the working age population may be
economically inactive due to different reasons. In the 2001 population census of Nepal about 8,034,164
people (3,213,311 male and 4,820,854 female) were recorded as economically inactive which increased
to 10,229,373 (3,858,214 male and 6,371,159 female) in the 2011 population census. The percentage
distribution of economically inactive population of 10 years and above by reasons for being inactive is
given in Table 1.23.

Table 1.23: Percentage distribution of economically inactive population (10+ years) by reasons
for being inactive by sex, 1981- 2011

Reasons for being inactive
;::gs;:"year Study H"‘gf}'{‘)ﬁl‘: Aged &Pllxl/i‘y:;::}g &ll)lenlclzlxzré Sick | Others | Unspecified
Handicapped | Recipient
Total 22.15 61.82 | 7.52 153 | - - 3.43 3.56
1981 | Male 65.12 0.73 | 12.71 362 | e | e 10.87 6.95
Female 8.01 8191 | 5.81 084 | - | - 0.98 2.45
Total 36.29 47.03 | 10.44 132 - --- 3.50 1.41
1991 | Male 65.84 12.00 | 11.77 197 | - | - 6.75 1.67
Female | 19.68 66.72 | 9.70 096 | | - 1.68 1.26
Total 47.30 33.10 | 7.39 2.49 2.66 | 2.84 241 1.80
2001 | Male 66.94 924 | 7.11 3.15 3.83 | 3.4l 3.16 3.13
Female | 34.19 49.00 | 7.58 2.05 1.88 | 2.46 1.92 0.91
Total 59.03 28.85 | 6.17 1.04 091 | 1.18 1.24 1.58
2011 | Male 80.23 4.89 | 6.49 2.03 1.39 | 1.47 1.90 1.59
Female | 46.20 43.35 | 5.97 0.44 0.62 | 1.01 0.84 1.57

Source: The figures for 1981, 1991, and 2001 are from CBS (1987), Shrestha and Pant d(] 995) and
Shrestha (2003). For the year 2011 they are computed and derived by the authors from the data set and
reports of the Population Censuses of Nepal, 1981- 2011, CBS.

Among the reasons for being economically inactive “study” emerges as the foremost cause. This
segment has been steadily rising over time and has more than doubled from 22.15% in 1981 to 59.03%
in 2011. The consistent increase in the study component is characterised by an obvious rise in the
percentage of females. During the period of 1981-2011, the proportion of the female population stating
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“study” as the reason for remaining economically inactive almost increased by six-fold (from 8.01%
in 1981 to 46.20% in 2011) but the proportion of males rose to 80.23% in 2011 from 65.12% in 1981.
This implies the changing awareness of parents about the importance of female education in the country
(Shrestha, 2003).

The increase in the proportion of the population stating “study” has led to the decline in the proportion
of people stating “household chores” (tasks such as cleaning, washing, and ironing that have to be done
regularly at home) as the causes for remaining economically inactive. The proportion of household chores
has declined from 61.82% in 1981 to 28.85% in 2011, and the decline is more appreciable for females.

Obviously “age factor” appears as the third main reason for economic inactivity. In the population
census of 1981 about 8% of males and females together stated that they were inactive because of old
age. In the population census of 1991 this proportion climbed to 10.44% , which declined to 7.39%
in the census of 2001 and further dropped to 6.17% in the census of 2011. The other less common
reasons for economic inactivity were “sickness, physically and mentally handicapped” and “pension
and income recipient”. As regard to the percentage of the pension and income recipient in the censuses
0f 2001 and 2011, the proportion declined in the 2011 census.

1.13 Conclusion

There is no disagreement that the information on the total population in general and economically active
population in particular is very important from several perspectives for the development of a nation.
Keeping a record of the population and hence of the labour force in Nepal formally began in the 1952/54
census. By the 2011 census the characterisation of reporting the labour force has evolved considerably.
In the latter censuses emphasis is placed on the description and categorisation of occupations, reporting
of the duration of employment of the economically active population, and job involvement according
to level of education attained, etc.

The major findings of the analysis of this chapter are as follows. First, there is decrease in the activity
rate of the economically active population in the census of 2011 compared to the census of 2001.This is
characterised by the lower female activity rate in urban areas in comparison to females’ activity rates in
rural areas. Secondly, there is sharp decline in the number of employers between 2001 and 2011 and an
increase in the number of self-employed. Thirdly, there is a significant increase in enrolment in school
and colleges affecting the activity rate as the population of 10 years and above involved in studies are
counted in the not-economically active population. Fourthly, as regard to the occupation, according to
passed level of education, the larger percentage of the population has education of tenth grade, SLC or
equivalent, and intermediate level in the economy. Finally, agriculture is still the predominant activity
that engages a large percentage of the population of the country.

The findings have some policy implication. Firstly, in the latest census there is a decrease in economic
activity rates of the EAP, and the increase in enrolment in schools and colleges partially accounts
for this. The increase in school and college enrolment is highly desirable because education has
both individual and social benefits. By the time of the next population census a large percentage
of the currently studying mass will enter into the Nepalese job market requiring more employment
opportunities. The Nation should plan for accommodating this portion of the potential labour force into
economic activities. Second, the low and declining activity rate of the female population is not a good
indication for a gender-balanced and inclusive growth and development of the country. There is further
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need for policies and programmes and their implementation to mobilise females’ involvement and
enhance their economic activity in the country. Third, in the latest census the number of entrepreneurs
(employers) has declined by about 43% (between 2001 and 2011) and there is a considerable increase
in the number of self-employed. If this trend continues it will be difficult to achieve a higher economic
growth rate and upgrade the country from a least developed to a developing one within the stipulated
time frame. Increased industrial activities and growing labour employment in the organised sector
support the achievement of high economic growth. Finally, the continued dominance of the agricultural
activities suggests the slow pace of non-agricultural economic activities to employ the growing labour
force of the country.

Acknowledgement: The authors appreciate the comments and suggestions provided by the ILO expert,
ILO office Geneva, and other reviewer of the paper.
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CHAPTER 2

OWN ACCOUNT ECONOMIC ACTIVITIES OF
NEPALESE HOUSEHOLDS

Devendra P. Shrestha, PhD.*

Abstract

The objective of this chapter is to analyse data on own account activities of households that was
collected under listing schedule approximately a month before main census operation of the
census 2011. Own account activities of the non-agriculture sector were listed basically with a
purpose to provide sampling frame for the further study. Percentage of households engaged in
own account non-agriculture activities was found declined from 20.0 percent in 2001 to 14.02
percent in 2011. The decline is more in rural area where the percentage went down from 30.65
percent in 2001 to 15.32 percent in 2011. The size of the households and percentage engaged
in own account non-agriculture activities seem to have positive relation. Bigger the size of
households, higher is the chance of being engaged in own account activities. Similarly, most own
account activities were reported to be in the service sector followed by business/trade. Further,
a survey of own account activities based on the frame provided by the Census 2011 is suggested
to be conducted in order to find out different dimensions of such activities in Nepalese economy.

2.1 Background

The informal economy is a major source of employment and income in many countries. Millions of
people around the world are earning a living in the informal economy. It exists in all labour markets, in
both high and low income countries, but is more common in developing countries. Nepal’s economy
is also dominated by the informal sector’s activities. According to a World Bank Study, the informal
economy in Nepal constitutes about 37.5% of the GDP, higher than other countries of South Asia
(World Bank 2011). Its share in employment is estimated at 96% (Sijapati 2014).

The informal economy comprises diverse workers and entrepreneurs who are not often recognised or
protected under national legal and regulatory frameworks. In a study conducted by the International
Labour Organization (ILO) in 47 countries in 2013, it was found that informal employment made up
more than 60% of the total non-agricultural employment in South and East Asia. It ranged from 42% in
Thailand to 84% in India.' The study further revealed that in Latin America and the Caribbean, informal
employment made up a significant proportion of non-agricultural employment, ranging from 39.8% in
Uruguay to 75% in the Plurinational State of Bolivia. The informal economy interacts closely with the
formal economy.

*  Dr. Devendra P. Shrestha is Professor of Economics, Tribhuvan University, Nepal.
1 ILO 2013, Women and Men in the Informal Economy: A Statistical Picture (Second Edition).



POPULATION MONOGRAPH OF NEPAL 2014

The informal economy is made up of many types of enterprises. Own account work is one type of
enterprise that falls within the informal economy. One of the Millennium Development Goals is to
eradicate extreme poverty and hunger. The target set for attaining this goal is to “achieve full and
productive employment and decent work for all, including women and young people”. The proportion
of own account worker is one of the indicators for assessing the achievement of the target. This clearly
shows the importance of own account work in eradicating poverty and hunger from society. In view of
its importance the Population Census of 2011 gathered information on own account work. This chapter
analyses own account work data gathered using the household listing schedule from the Population
Census of 2011.

2.2 Own account economic activities: definition

Own account work is often classified as one type of self-employment under the broad title of “status in
employment”. The 15th International Conference of Labour Statisticians in 1993 adopted a resolution
concerning the “Groups” of employment. Following this the employment status were classified and
widely known as International Classification of Status in Employment (ICSE-93). The ICSE-93 has
six groups of employment.> One of the six types of employment identified is “own account workers”.
According to the ILO the definition of “own-account workers” are those workers who, working on their
own account or with one or more partners, hold the type of job defined as “a self-employment job” and
have not engaged on a continuous basis any “employees” to work for them during the reference period”.

2.3 Own account economic activities in population census 2011

Three types of tools were used in the Population Census of 2011. They include:

» Listing Form/Listing Schedule
e Individual Form 1
e Individual Form 2

It should be noted that the household listing was undertaken on May 15, 2011, one month before the
main census and lasted for 18 days. The main census started on June 17, 2011. Due to this time gap
there could be some variations on the number of households enumerated between the two.

The Population Census of 2011 defined own account economic activities as those which are
unincorporated/non registered, have no regular paid employees, and are non-agriculture activities
operated exclusively by household members that are conducive to household economic benefit.> Any
activities outside agriculture were considered as own account economic activities if they fulfilled the
following four criterions:

* Operated through capital invested (cash, kind and labour) by household head or any member but
no regular paid employees.

» Conducive to household economic benefit.

» Unincorporated/not registered by government, NGOs, Local Government or as a separate
business entity.

* In case of service, it must be sold to another entity.

2 CBS, Manual for 2011 Population Census
3 CBS, Manual for 2011 Population Census
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The census definition clearly states, “Goods produced could be both for household consumption and sale”.

Listing schedule

The census listing schedule contained questions on “own account small business activities of households”
The question contained in the schedule were:

* Does this household operate own small business other than agriculture? (unincorporated/not
registered and no paid employees)? (Q No 29)
» This was followed by another question on type of own account activities operated (Q No 30)

In this chapter this data set has been used for analysis. It should be mentioned here that this
schedule has very limited information for analysis. Some of the information that was contained in
the schedule was not available for analysis although it was important, so it is essential that the data
limitations be recognised.

2.4 Informal employment and own account workers without employees: insights from
NLFS 2008

The second round of the Nepal Labour Force Survey 2008 (NLFS II) was conducted in 2008. This
survey gathered data on informal employment associated with the informal sector. The NLFS 11
followed the ILO’s international standard definition of the informal sector (ILO, 1993). The survey,
defined the informal sector only in respect of non-agriculture activities (CBS, 2009). Added to the
concept of the informal sector is the new concept of informal employment, which was introduced in
2003 by the International Conference of Labour Statisticians. This concept is closely linked to own
account economic activities. CBS in its NLFS II included this new concept of informal employment,
which constituted the following:

All own account workers without employees
All employers in the informal sector

All contributing family workers

All employees in informal jobs.

halh ol 2 e

This clearly shows that own account workers are one type of informal employment.

The NLFS 2008 estimated that around 2,142,000 people aged 15 and over were employed in the
informal sector. The survey recorded 969,000 people who were “self employed without regular paid
employees”. This accounted for 45% of all those employed in the informal sector. This definition is
close to the Population Census of 2011 definition of “Own account workers outside agriculture”.

Some of the key findings of NLFS II with respect to “own account business” are summarised in
Table 2.1.
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Table 2.1: Informal sector workers, by sex, locality and own business with no employees type,
Nepal 2008

Description Total % Urban % Rural %

A. Employed in Informal Sectors

Total 2,142,000 100 677,000 31.61 1,465,000 68.39
Male 1,379,000 64.38 418,000 30.31 961,000 69.69
Female 763,000 35.62 259,000 33.94 504,000 66.06

B. Own Business with no employees

Total 969,000 100 304,000 31.37 665,000 68.63
Male 661,000 68.21 200,000 30.26 461,000 69.74
Female 308,000 31.79 104,000 33.77 204,000 66.23

Source: NLFS II 2008, Table 12.4, CBS 2009
2.5 Own account economic activities: current status

The Population Census of 2011 enumerated a total of 5,422,045 households in the listing schedule. These
households were asked if they were engaged in own account economic activities outside agriculture. Only
5,393,560 households reported their status, 28,485 households were recorded as “not reported”. The census
of 2011 data showed that only 14% of households were engaged in own account economic activities outside
agriculture (Table 2.2). When compared with the 2001 census there has been a decline in the number of
households engaged in own account economic activities by 6 percentage points between 2001 and 2011
(Table 2.2). In the 2001 census 20% of households were engaged in own account economic activities outside
agriculture. The NLFS II estimated that “self employed without regular paid employees” accounted for
45% of the total people engaged in informal employment (CBS 2009). Although the data are not strictly
comparable, the current status of 14% appears to be on the low side.

A combination of factors could be responsible for the current status. Firstly, there could be an increase in
own account economic activities associated to agriculture as the present definition captures only activities
outside agriculture. The data from schedule one could shed some light on this. The definition clearly states
that vegetable farming, livestock, fisheries etc. are not included in the definition. Secondly, there could have
been a rise in incorporated/registered economic activities, which the definition also excludes. Thirdly, the
formal sector might have grown. Fourthly all four criterions have to be met to be considered as own account
economic activities. Fifthly, the reference period of seven days is too short. Six, rising foreign employment
could also have impacted on such a low level of own account economic activities outside agriculture.

Although there has been a decline in own economic activities compared to 2001, it should be noted
that in the 2001 census, unlike in 2011, the information about own economic activities were part of
individual form one of the main schedule. Further the question for recording own economic activities
outside agriculture was not identical in 2001 and 2011. In 2001 the phrase “unincorporated/unregistered”
was not included in Form-1, although it was mentioned in the manual. In the 2011 census this was
mentioned in the Listing Schedule itself. This could partly explain the decline in the level of own
account workers in 2011.
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Table 2.2: Percentage distribution of status of households engaged in small enterprise outside
agriculture by place of residence, ecological zone and development region, Nepal, 2001 and 2011

Engaged in Small 2001 2011

Business Engaged Enz:;e d Total HH | Engaged Enlga(l);e d Total HH*
Nepal 20.00 80.00 4174374 14.02 85.98 5393560
Place of Residence

Rural 18.13 81.87 3509867 13.70 86.30 4343557
Urban 30.65 69.35 664507 15.32 84.68 1050003
Ecological Zone

Mountain 15.07 84.93 285213 17.47 82.53 362566
Hill 17.60 82.40 1951191 12.84 87.16 2520664
Tarai 22.89 77.11 1937970 14.71 85.29 2510330
Development Region

Eastern 22.18 77.82 1000358 15.37 84.63 1220166
Central 22.04 77.96 1465753 14.37 85.63 1952275
Western 18.28 81.72 863045 12.32 87.68 1060180
Mid-western 17.35 82.65 479817 14.93 85.07 692724
Far Western 14.81 85.19 365401 11.52 88.48 468215

Excludes “not reported”

Source: Population Census 2001 and Population Census 2011

2.5.1

Place of residence and own account economic activities

Place of residence data of own account workers indicates that more urban households (15.32%) were
engaged in own account economic activities compared to rural households (13.70%). However, this
difference is significantly less compared to the 2001 census data when there was a significant difference
of 12 percentage points between rural and urban areas (Fig 2.1).

The distribution of total households engaged in own economic activities outside agriculture in the 2011
census by place of residence, showed an overwhelmingly larger proportion of rural households (79%)
engaged in own economic activities outside agriculture compared to urban households at 21%.

Percentage Engaged

Fig 2.1:Households Engaged in Own Economic
Activities by Place of Residence, 2001 and 2011
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2.5.2 Ecological zone and own account economic activities

Interestingly Mountain region (17.47%) recorded the highest proportion of households engaged in
own economic activities outside agriculture, followed by Tarai (14.71%) and Hill (12.84%). The
development of the tourism sector in Mountain region has resulted in an impressive growth in the
service sectors in this region, which has resulted in it having the largest share of own account economic
activities outside agriculture.

It is also interesting to note the reversal in trend between 2001 and 2011. In 2001, Tarai region recorded
the highest proportion of households engaged in own economic activities outside agriculture (22.89%),
which in 2011 has been replaced by Mountain region. The Tarai now ranks second (14.71%) in 2011. It
is also equally interesting to note that the proportion of households engaged in own account economic
activities has only increased slightly in Mountain from 15% in 2001 to 17.47% in 2011, while it has
declined in Hill and Tarai (See Table 2.2).

2.5.3 Development region and own account economic activities

The proportion of households engaged in own economic activities by development region revealed
that Eastern Region has the highest proportion of households engaged in own economic activities at
15.37% while the lowest is in Far western region at 11.52%. Data indicate a very minimum variation
across development regions (Table 2.2).

Total households engaged in own economic activities in the country by development region, however,
revealed a slightly different pattern. Central region ranked first with 37%, while Eastern region ranked
second with 25%. The remaining three regions stood at 17% in Western, 14% in Mid-western and 7%
in Far-western region (Fig 2.2).

Data on households engaged in own economic activities outside agriculture by eco — development
region is presented in Annex 2.1. Western Mountain had the highest proportion (27%) of households
engaged in own economic activities while Far-western hill had the lowest at 10%. ( Annex 2.1).

Fig 2.2: % Engaged in own economic activities
outside agriculture, 2011

13.68
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2.5.4 Own account economic activities: district patterns

District level data indicated that 34 districts had more than the national average of 14.02%, while
41 districts had less than the national average. The top five districts included Mustang (27.73%),
Humla (25.50%), Manang (24.70%), Solukhambu (23.69%) and Bardiya (23.34%). The lowest
three districts included Accham (7.58%), Khotang (8.32%) and Dang (9.13 %). Considering the
overall development index, a shift from non -registered to registered economic activities could
be a reason that Dang is ranked in the lowest three. The detailed district level data is presented in
Annex 2.2

2.6 Background characteristics of own account workers

Attempts were made to examine households engaged in own account economic activities by
their background characteristics to see if any specific patterns could be discerned. Very limited
information about the background characteristics of the engaged households was collected in
the listing schedule. The background characteristics considered were family size, land holding
and livestock. Though caste/ethnicity, gender and size of land holding data were gathered, these
characteristics were not available for analysis.

The results showed a relationship between family size and engagement in own account economic
activities. As seen in Table 2.3, as family size increased so did the proportion of engaged in own
account economic activities, showing a very clear pattern. The reason for this pattern could be due
to the pressing need among larger sized families to be engaged in any economic activity to meet the
family’s needs. This relationship is therefore in the expected direction. Similarly, a higher proportion
(17.7%) of households having no land holding for agriculture purpose were engaged in own account
economic activities, compared to those who owned land holding (12.48%). It may be concluded that
there is more urgency for engagement in own account economic activities by those who do not own
land holding as compared to those do. A similar pattern was observed among households who owned
livestock. Those who did not own livestock tended to be more engaged in own economic activities
(16.95%), compared to those who owned livestock (12.48%).

The analysis by size of livestock and poultry however, revealed a different pattern. As more livestock
were owned, the proportion engaged in own economic activities was lower (Table 2.3). A higher
number of livestock and poultry could act as a barrier for engagement in own economic activities. This
is an inference that could be drawn from this relationship.
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Table 2.3: Percentage distribution of status of households engaged in small enterprise outside
agriculture by background characteristics, Nepal 2011

Background Characteristics Households’ Engagement Status*
Engaged % Not Engaged %

A. Household Size 756,217 4,637,343
Less than 3 members 81,182 10.03 728,008 89.97
3 98,903 12.62 684,651 87.38
4 157,152 14.61 918,202 85.39
5 143,152 14.87 819,255 85.13
6 and above 275,828 15.64 1,487,227 84.35
B. Land holding for agriculture 756,217 4,637,343
purpose
Yes 475,820 12.48 3,333,897 87.52
No 280,397 17.70 1,303,446 82.30
C. Havmg Live Stock & poultry for 756,217 4,637,343
agriculture practice
Yes 452,998 12.56 3,152,007 87.44
No 303,219 16.95 1,485,336 83.05
D. By size of Livestock & Poultry
1-2 161,014 21.29
3-5 127,836 16.90
6-10 37,654 4.98
11-25 5,178 0.68

26 and above 292 0.04

Source: Population Census 2011
* Excludes “Not reported”

Fig 2.3 B: Own account workers & livestock & poultry status

Fig 2.3 A: Own account workers & land ownership status

0 YesmNo| ’m‘
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2.6.1 Own Account Economic Activities, Land Holding and Livestock and Place of Residence

Among “engaged in own account economic activities”, the ownership of landholding and livestock
in rural areas clearly showed the dominance of rural households. Those who were engaged but did
not own land and livestock were urban in nature, while those who were engaged and owned land and
livestock were rural in character. Therefore a clear difference by place of residence has been established
for engaged in own account economic (Table 2.4).

Table 2.4: Distribution of households engaged in small-scale enterprises, their land holding and
livestock & poultry status by place of residence, Nepal 2011

Engaged in Small Scale Enterprise

Characteristics Agriculture Land Holding Livestock and Poultry
Yes No Yes No
407,060 188,236 415,631 o
Rural (91.42%) (60.54%) (91.75%) 179,665 (59.25%)
122,713
0 s o 0
Urban 38,208 (8.58%) (39.46%) 37,367 (8.25%) | 123,554 (40.75%)
Total 445268 (100%) | 310,949 (100%) | 452,998 (100%) 303,219 (100%)

Note: Figures in the parenthesis are percentages
Source: Population Census 2011

2.7  Own account economic activities and types of enterprises

Those who reported “yes” were requested to mention the type of activities the family was engaged in.
The census of 2011 broadly classified them into five categories. For the operational definition of each
of the category, readers should refer to the Census Manual 2011. The categories include:

* Cottage industry
* Business

e Transport

* Service

e Others.

Business (42%) and service (40%) were the two leading types of activities where households were
found heavily engaged. This is true in both rural and urban areas. In 2001 the highest proportion of
households that was engaged in service type activities was 35%. In 2011 this has changed and business
types emerged as the leading type of own account economic activities. The other three types in total
accounted for less than 20% (Table 2.5).

Type of enterprise data by ecological belt is presented in Table 2.5. While service type of own account
economic activities was more prominent in Mountain (45.46%) business type was more common in Hill
(42%) and Tarai (45%). The trend is taking the expected direction. Own account economic activities
associated with the service sector have flourished in Mountain because of the growth in the tourism
industry. Since the trekking business has grown so have the services of porters in Mountain region. The
porter service is defined under service type of own account economic activities outside agriculture. A
comparison between 2001 and 2011 data, however, showed a shift towards business type activities in
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Hill and Tarai in 2011 (Table 2.6).

Table 2.5: Percentage distrib ution of households engaged in small enterprise outside agriculture

by type of enterprise and by place of residence, Nepal, 2001 and 2011

Engaged in Type of 2001 (N=g7%161217)
Small Business
Rural Urban Total Rural Urban Total
Cottage Industry 8.09 6.86 7.79 10.82 7.83 10.18
Business/Trade 26.60 42.46 30.44 40.28 49.85 42.31
Transportation 2.23 4.05 2.67 3.43 4.02 3.56
Service 35.99 31.81 3497 41.28 33.61 39.65
Others 27.10 14.82 24.12 4.19 4.69 4.30
100.00 100.00 100.00 100.00 100.00 100.00

Source: Population Census 2011

Figure 2.4 a Percentage distribution of households engaged in small enterprise
outside agriculture by type of enterprise, 2011
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Figure 2.4 b Percentage distribution of households engaged in small enterprise
outside agriculture by type of enterprise, rural, 2011
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outside agriculture by type of enterprise, urban, 2011
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Table 2.6: Percentage distribution of households engaged in small enterprise outside agriculture
by type of enterprise and by ecological zone, Nepal, 2001 and 2011

2011
Engaged in type of small 2001 (N=756217)
business

Mountain Hill Tarai Mountain Hill Tarai
Cottage Industry 14.49 9.79 5.55 16.77 12.12 7.35
Business/Trade 27.42 32.16 29.37 31.40 4191 44.53
Transportation 1.97 2.36 2.98 3.04 2.37 4.69
Service 36.55 37.60 32.73 45.46 39.01 39.21
Others 19.58 18.08 29.37 3.33 4.58 4.22
Total 100.00 100.00 100.00 100.00 100.00 100.00

Source: Population Census 2011

2.7.1

District patterns by type of activities engaged

The distribution of districts by type of own account economic activities revealed that in more
than two thirds of districts business (52%) and transportation (52%) are less than the national
average. The cottage industry in 40 districts and service activities in 42 districts are higher

than the national average (Table 2.7). The number of households engaged in various types of
own account economic activities by districts are presented in Annex 2.4.
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Table 2.7: Distribution of districts by type of activities engaged in, compared with national average

Number of districts compared
Type National average. > National < National National average
average. average. equal
Cottage Industry 10.18% 40 35 X
Business 42.31% 25 50 X
Transportation 3.56% 22 52 1
Service 39.65% 42 33 X
Others 4.30% 27 48 X

Source: Population Census 2011

2.7.2  Own account economic activities and background characteristics of the household

Types of enterprise data by background characteristics of households are presented in Table 2.8. Business/
trade and service type own account activities are the two major activities in all five development regions.
Households engaged in transport and other economic activities were minimal. Business type of own
account economic activities was more prominent in Central Region (44.67%) while service type was
more prevalent in Mid-western Region (49.42%). Only one in 10 households was engaged in cottage
industries in all five regions except in western region. In the 2001 census “other type” of activities was
prominent, ranking second in two development regions (Table 2.8). One in five households, even more
in some regions, were engaged in “other type” which showed a marked decline in 2011 at less than 5%.
This marked decline raises issues of data comparability. A change in the definition between censuses
could have caused such variations.

Further analysis of data showed that households engaged in cottage industry and transportation type
of own account activities increased along with the increase in the size of the family, whereas, on the
whole, service type activities decreased with the size of the family. In the case of business/trade type
activities there is a clear increasing pattern up to families of four. After more than four family members,
households engaged in this activity type declined indicating no clear pattern (Table 2.8).

Households who own agriculture land and livestock tend to be engaged more in cottage, service
and other types. However, this pattern is quite the opposite in the case of business type. (Table 2.8)
The findings clearly show that those who do not own agriculture land and livestock tend to opt for
business/trade type activities. Ownership of agriculture land and livestock is labour demanding in
nature. Therefore households with no agriculture and livestock find business/trade type activities
more appropriate for them. Data also revealed that households who own agriculture land and
livestock tend to be engaged more in service type activities (more than 40%) than those who do
not own land and livestock (35%). By virtue of the nature of services rendered this type of activity
is selected by those who do not own agriculture land and livestock. Therefore the relationship is
not progressing in the expected direction and further analysis is needed. A further classification of
data by family size could shed more light on this issue.
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Table 2.8: Percentage distribution of households engaged in types of small enterprise outside
agriculture by background characteristics, Nepal, 2011

Background Type of Small Business Engaged Total
characteristics Cottag.e Business/Trade | Transport | Services | Others
Industries
A. Development region
Eastern 10.62 42.85 3.56 38.51 4.46 100.00
Central 10.93 44.67 4.06 34.97 5.36 100.00
Western 7.80 44.20 2.20 42.70 3.10 100.00
Mid-Western 10.80 33.37 3.89 49.42 2.52 100.00
Far-Western 9.34 40.83 3.48 41.82 4.53 100.00
Total 10.18 42.31 3.56 39.65 4.30 100.00
B. Household size
Less than 3 person 9.17 41.60 2.11 42.78 4.34 100.00
3 9.30 43.82 3.02 39.53 4.33 100.00
4 9.29 44.14 3.47 38.90 4.20 100.00
5 9.87 42.52 3.51 39.78 4.32 100.00
6 and above 11.45 40.84 4.25 39.14 4.32 100.00
C. Land holding for agriculture practice
Yes 12.22 37.54 3.68 42.18 4.37 100.00
No 6.72 50.41 3.34 35.35 4.18 100.00
D. Livestock for agriculture practice
Yes 12.61 36.10 3.79 43.13 4.37 100.00
No 9.48 47.41 3.88 35.23 3.99 100.00

Source: Population Census 2011

Table 2.9: Percentage distribution of households engaged in types of small enterprise outside
agriculture by development region, Nepal, 2001

Type of Small Business Engaged

Background Characteristics I f(;’ l:::fizs CI:: :Iifeie Transport | Services | Others Total
A. Development Region

Eastern 6.62 27.76 2.60 34.50 28.51 100.00
Central 8.24 32.48 3.12 34.96 21.21 100.00
Western 6.72 32.30 2.45 37.41 21.12 100.00
Mid-Western 10.05 27.41 2.04 34.82 25.68 100.00
Far-Western 9.57 28.55 1.87 30.20 29.82 100.00
Total 7.79 30.44 2.67 34.97 24.12 100.00

Source: Population Census 2011
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2.7.3  Types of own account economic activities, land holding and livestock and place of residence

A relatively higher proportion of households were engaged in all the economic activity categories,
except in business/trade, who owned land and livestock irrespective of their place of residence (Table
2.10). In the case of business and trade, the opposite is true irrespective of place of residence. Therefore
the place of residence has no effect on engagement in own economic activities type by ownership of
land and livestock.

Table 2.10: Percentage distribution of households having engaged in type of small enterprise by land
for agricultural practice, livestock and poultry and by place of residence, Nepal 2011

Type of Small Enterprise Engaged

Place of residence irﬁi(::?fizs Business/trade | Transport | Services | Others Total
A. Agriculture Land

Urban Yes 9.80 45.34 4.07 35.45 5.34 100.00
Urban No 7.22 51.25 4.00 33.03 4.49 100.00
Rural Yes 12.68 36.43 3.63 42.94 4.32 100.00
Rural No 6.80 48.59 3.01 37.69 391 100.00
Livestock & Poultry

Urban Yes 8.32 44.50 4.79 37.32 5.06 100.00
Urban No 7.71 51.15 3.83 32.70 4.60 100.00
Rural Yes 12.95 35.42 3.71 43.59 4.32 100.00
Rural No 6.63 49.79 2.89 36.75 3.94 100.00

Source: Population Census 2011
2.8 Issues and discussion

There are certain issues associated with the data collected through the “listing” form which merit
discussion. The way questions were framed and the contents of the field manual did not fulfil the
objectives of the census. The objective of collecting own account economic activities, as mentioned in
the manual, was to prepare a comprehensive list of own account economic activities that households
are engaged in. However, the response has been classified into five broad categories with virtually no
scope of preparing a detailed list of own account activities. This also allowed for subjective judgment
on the part of the supervisor when selecting the correct response as some of the own account activities
are difficult to fit in to a specific category.

In addition there is the issue of non-comparability of data from the 2001 and 2011 censuses due to
different definitions. The question in the household record under individual form 1 of the 2001 census
and the household “listing form” of the 2011 census is not identical and the commonness in the field
manual often does not ensure identical responses causing further problems in data comparability.

There are data limitations for analysis. For some of the characteristics, data have been collected but

they are not available for analysis, such as ethnicity data and size of land holding data that have been
gathered but due to processing problems are not available for analysis.
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The analysis lacked statistical rigour for clearly bringing out the relationship between outcome and
household characteristics. Instead of simply offering the operational definition of each type of activity,
the manual should have a comprehensive list showing clearly the type of activities that fall within each
category.

It is suggested that the results from the individual form on “economic activities” should be looked at
when interpreting the data.

The listing should also include more questions so that the determinants of own account activities can be
fully examined and identified for policy making.
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Annex 2.1: Households having small scale enterprise by eco-development region, 2011

Eco-Development

Have small business

Region Yes No Not Total Total %

reported Adjusted. Engaged
Eastern Mountain 15,632 68,986 199 84,817 84,618 18.47
Eastern Hill 44,455 300,155 1,638 346,248 344,610 12.90
Eastern Tarai 127,499 663,439 8,421 799,359 790,938 16.12
Central Mountain 19,607 101,971 417 121,995 121,578 16.13
Central Hill 147,696 861,953 4814 | 1,014,463 1,009,649 14.63
Central Tarai 113,299 707,749 4,338 825,386 821,048 13.80
Western Mountain 1,274 3,477 2 4,753 4,751 26.82
Western Hill 75,495 598,490 2,902 676,887 673,985 11.20
Western Tarai 53,867 327,577 2,412 383,856 381,444 14.12
ﬁl‘tm:em 13,507 55,038 203 68,748 68,545 19.71
Mid-Western Hill 39,769 291,270 841 331,880 331,039 12.01
Mid-Western Tarai 50,152 242,988 1,008 294,148 293,140 17.11
Far-Western Mountain 13,328 69,746 126 83,200 83,074 16.04
Far-Western Hill 16,185 145,196 448 161,829 161,381 10.03
Far-Western Tarai 24,452 199,308 716 224,476 223,760 10.93
Total 756,217 | 4,637,343 28,485 | 5,422,045 5,393,560 14.02

Source: Population Census 2011
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Annex 2.2 Households by status of their engagement in small scale enterprise outside
agriculture by District, Nepal, 2011

Have small business
District Not Total
Yes No Tot adjusted % Engaged
reported
Taplejung 4,175 22,141 143 26,459 26,316 15.86
Panchthar 4,927 36,053 149 41,129 40,980 12.02
Ilam 9,683 53,979 802 64,464 63,662 15.21
Jhapa 38,312 144914 1,091 184,317 183,226 20.91
Morang 34,975 177,781 1,084 213,840 212,756 16.44
Sunsari 24,552 135,298 2,400 162,250 159,850 15.36
Dhankuta 4,353 33,223 29 37,605 37,576 11.58
Terhathum 3,319 18,731 22 22,072 22,050 15.05
Sankhuwasabha 5,832 28,722 50 34,604 34,554 16.88
Bhojpur 4,164 35,196 45 39,405 39,360 10.58
Solukhumbu 5,625 18,123 6 23,754 23,748 23.69
Okhaldhunga 4,385 28,019 40 32,444 32,404 13.53
Khotang 3,519 38,768 374 42,661 42,287 8.32
Udayapur 10,105 56,186 177 66,468 66,291 15.24
Saptari 18,264 101,264 1,502 121,030 119,528 15.28
Siraha 11,396 104,182 2,344 117,922 115,578 9.86
Dhanusa 19,650 116,894 1,682 138,226 136,544 14.39
Mahottari 14,326 96,481 504 111,311 110,807 12.93
Sarlahi 16,149 115,866 781 132,796 132,015 12.23
Sindhuli 5,363 51,904 265 57,532 57,267 9.36
Ramechhap 5,698 38,018 155 43,871 43,716 13.03
Dolakha 6,863 38,603 175 45,641 45,466 15.09
Sindhupalchok 11,305 55,075 224 66,604 66,380 17.03
Kavrepalanchok 14,419 65,548 646 80,613 79,967 18.03
Lalitpur 18,796 90,126 546 109,468 108,922 17.26
Bhaktapur 16,899 51,410 256 68,565 68,309 24.74
Kathmandu 55,275 379,500 643 435,418 434,775 12.71
Nuwakot 7,669 49,593 1,891 59,153 57,262 13.39
Rasuwa 1,439 8,293 18 9,750 9,732 14.79
Dhading 11,690 61,928 196 73,814 73,618 15.88
Makwanpur 11,887 73,926 216 86,029 85,813 13.85
Rautahat 13,679 92,271 690 106,640 105,950 12.91
Bara 16,571 91,862 131 108,564 108,433 15.28
Parsa 14,437 80,903 178 95,518 95,340 15.14
Chitawan 18,487 113,472 372 132,331 131,959 14.01
Gorkha 8,026 58,307 83 66,416 66,333 12.10
Lamjung 5,289 36,700 41 42,030 41,989 12.60
Tanahu 7,213 70,149 907 78,269 77,362 9.32
Syangja 6,594 62,147 124 68,865 68,741 9.59
Kaski 15,069 109,953 461 125,483 125,022 12.05
Manang 355 1,082 2 1,439 1,437 24.70
Mustang 919 2,395 0 3,314 3,314 27.73
Myagdi 3,652 24,025 37 27,714 27,677 13.20

(Table continues...)
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(Annex 2.2 continued...)

Have small business
District Not | Total
Yes No Tot adjusted | % Engaged
reported

Parbat 3,904 31,574 184 35,662 35,478 11.00
Baglung 5,978 55,157 330 61,465 61,135 9.78
Gulmi 7,003 57,849 30 64,882 64,852 10.80
Palpa 7,086 51,539 643 59,268 58,625 12.09
Nawalparasi 18,213 110,292 243 128,748 128,505 14.17
Rupandehi 26,614 136,090 1,138 163,842 162,704 16.36
Kapilbastu 9,040 81,195 1,031 91,266 90,235 10.02
Arghakhanchi 5,681 41,090 62 46,833 46,771 12.15
Pyuthan 6,423 41,110 160 47,693 47,533 13.51
Rolpa 5,529 38,136 57 43,722 43,665 12.66
Rukum 4,822 36,899 99 41,820 41,721 11.56
Salyan 4,842 41,559 104 46,505 46,401 10.44
Dang 10,559 105,064 703 116,326 115,623 9.13
Banke 20,213 74,265 210 94,688 94,478 21.39
Bardiya 19,380 63,659 95 83,134 83,039 23.34
Surkhet 8,890 63,614 306 72,810 72,504 12.26
Dailekh 5,112 43,703 82 48,897 48,815 10.47
Jajarkot 4,151 26,249 33 30,433 30,400 13.65
Dolpa 1,078 6,384 8 7,470 7,462 14.45
Jumla 4,322 14,961 14 19,297 19,283 22.41
Kalikot 4,310 18,660 15 22,985 22,970 18.76
Mugu 1,402 8,036 144 9,582 9,438 14.85
Humla 2,395 6,997 22 9,414 9,392 25.50
Bajura 4,061 20,770 21 24,852 24,831 16.35
Bajhang 5,579 28,132 43 33,754 33,711 16.55
Achham 3,656 44,552 92 48,300 48,208 7.58
Doti 4,115 37,153 96 41,364 41,268 9.97
Kailali 15,008 126,745 608 142,361 141,753 10.59
Kanchanpur 9,444 72,563 108 82,115 82,007 11.52
Dadeldhura 3,726 23,234 51 27,011 26,960 13.82
Baitadi 4,688 40,257 209 45,154 44,945 10.43
Darchula 3,688 20,844 62 24,594 24,532 15.03
Total 756,217 4,637,343 28,485 5,422,045 5,393,560 14.02

Source: Population Census 2011
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Annex 2.3: Households engaged in small scale enterprise by types of enterprise and by
eco-development region, Nepal, 2011

Type of small business engaged

Eco-dev. region Cottage Total

$1e8 . & Business | Transportation | Service | Other | Total % number

industry

Eastern Mountain 16.81 29.53 0.68 47.44 5.54 100.00 15,632
Eastern Hill 14.03 36.96 2.75 42.66 3.60 100.00 44 455
Eastern Tarai 8.67 46.54 4.19 35.97 4.63 100.00 127,499
Central Mountain 17.07 35.49 1.81 43.03 2.61 100.00 19,607
Central Hill 12.53 45.76 3.02 32.87 5.81 100.00 147,696
Central Tarai 7.78 44.84 5.81 36.32 5.25 100.00 113,299
Western Mountain 21.43 34.14 1.26 43.09 0.08 100.00 1,274
Western Hill 9.11 42.52 1.46 44.07 2.83 100.00 75,495
Western Tarai 5.65 46.70 3.35 40.76 3.54 100.00 53,867
Mid-Western 18.32 31.07 7.83 41.79 0.99 | 100.00 13,507
Mountain
Mid-Western Hill 15.11 35.16 1.63 44 .80 3.30 100.00 39,769
Mid-Western 5.35 32.57 4.63 5514 | 231| 100.00| 50,152
Tarai
Far-Western 14.26 27.67 2.92 50.65 |  4.50 | 100.00 13,328
Mountain
Far-Western Hill 9.82 34.20 1.46 47.12 7.38 100.00 16,185
Far-Western Tarai 6.33 52.39 5.12 33.51 2.65 100.00 24,452
Total 10.18 42.31 3.56 39.65 4.30 100.00 756,217

Source: Population Census 2011
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Annex 2.4 : Household by type of small scale business for district

Type of Small Business
District Cottage . . . Total
. Business | Transportation Service Other
industry

Taplejung 1,098 1,179 45 1,450 403 4,175
Panchthar 660 2,058 58 2,002 149 4,927
Ilam 1,837 3,700 688 2,962 496 9,683
Jhapa 3,379 18,284 1,672 13,321 1,656 38,312
Morang 3,225 16,111 1,594 12,604 1,441 34,975
Sunsari 1,693 11,634 1,074 8,779 1,372 24,552
Dhankuta 355 1,840 68 2,029 61 4,353
Terhathum 529 934 39 1,461 356 3,319
Sankhuwasabha 1,331 2,385 44 1,639 433 5,832
Bhojpur 826 1,368 26 1,869 75 4,164
Solukhumbu 198 1,052 18 4,327 30 5,625
Okhaldhunga 858 1,217 27 2,206 77 4,385
Khotang 620 1,156 26 1,583 134 3,519
Udayapur 554 4,156 289 4,852 254 10,105
Saptari 1,900 7,291 602 7,755 716 18,264
Siraha 854 6,023 406 3,398 715 11,396
Dhanusa 1,697 8,933 940 6,450 1,630 19,650
Mahottari 1,362 6,290 881 5,340 453 14,326
Sarlahi 1,317 7,246 668 5,932 986 16,149
Sindhuli 453 1,840 50 2,783 237 5,363
Ramechhap 950 1,908 76 2,580 184 5,698
Dolakha 717 2,327 89 3,616 114 6,863
Sindhupalchok 2,224 4,097 253 4,421 310 11,305
Kavrepalanchok 1,922 5,875 446 5,642 534 14,419
Lalitpur 3,569 8,199 466 5,498 1,064 18,796
Bhaktapur 3,066 6,735 514 5,089 1,495 16,899
Kathmandu 4,062 30,428 1,871 15,230 3,684 55,275
Nuwakot 969 2,576 292 3,238 594 7,669
Rasuwa 405 535 12 400 87 1,439
Dhading 2,189 4,543 237 4,282 439 11,690
Makwanpur 1,332 5,485 508 4,213 349 11,887
Rautahat 1,045 5,798 1,059 4,652 1,125 13,679
Bara 1,381 7,352 999 6,212 627 16,571
Parsa 930 6,365 1,218 5,480 444 14,437
Chitawan 1,087 8,816 818 7,081 685 18,487
Gorkha 464 3,055 50 4,236 221 8,026
Lamjung 645 2,161 52 2,337 94 5,289
Tanahu 830 4,216 112 1,656 399 7,213
Syangja 385 2,672 88 3,377 72 6,594
Kaski 1,558 7,415 455 5,151 490 15,069
Manang 79 125 6 144 1 355
Mustang 194 310 10 405 919
Myagdi 338 1,334 58 1,860 62 3,652
Parbat 203 1,593 39 1,969 100 3,904
Baglung 648 2,109 80 2,890 251 5,978
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(Table 2.4 continued...)

Type of Small Business
pistret 'Cottage Business | Transportation Service Other fotal
industry

Gulmi 524 2,790 48 3,421 220 7,003
Palpa 706 2,672 29 3,563 116 7,086
Nawalparasi 1,601 9,076 530 6,623 383 18,213
Rupandehi 1,002 11,664 937 12,127 884 26,614
Kapilbastu 441 4,417 340 3,204 638 9,040
Arghakhanchi 579 2,081 92 2,814 115 5,681
Pyuthan 1,094 2,022 46 3,137 124 6,423
Rolpa 1,207 1,862 112 2,096 252 5,529
Rukum 1,295 936 100 2,351 140 4,822
Salyan 630 1,366 58 2,624 164 4,842
Dang 873 4,630 337 4,286 433 10,559
Banke 1,197 7,024 847 10,611 534 20,213
Bardiya 614 4,680 1,136 12,756 194 19,380
Surkhet 758 3,836 184 3,899 213 8,890
Dailekh 455 2,760 13 1,675 209 5,112
Jajarkot 570 1,202 135 2,035 209 4,151
Dolpa 218 345 104 392 19 1,078
Jumla 673 1,541 109 1,936 63 4,322
Kalikot 639 1,445 55 2,143 28 4,310
Mugu 419 388 205 370 20 1,402
Humla 525 477 585 804 4 2,395
Bajura 648 1,374 94 1,740 205 4,061
Bajhang 772 1,712 145 2,728 222 5,579
Achham 244 1,852 23 1,254 283 3,656
Doti 513 1,282 35 2,107 178 4,115
Kailali 1,212 8,297 889 4,168 442 15,008
Kanchanpur 336 4,514 362 4,025 207 9,444
Dadeldhura 375 1,045 84 1,929 293 3,726
Baitadi 458 1,357 95 2,337 441 4,688
Darchula 481 602 150 2,282 173 3,688
Total 76,997 319,975 26,902 299,838 | 32,505 756,217
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CHAPTER 3

POPULATION AND ECONOMIC
DEVELOPMENT

Dr. Ram Prasad Gyanwaly*

Abstract

This paper aims to analyze the structure of national output and economically active population,
to examine the relationship between economically active population and GDP, and to analyze
the indicators of economic development related to level of living. Using secondary data series
spanning the period 1971 to 2011, structure of output and economically active population,and
indicators of level of living are analyzed using descriptive approach. The relationship between
economically active population and national output is examined by production function. Total
factor productivity is estimated to examine the effect of technological advancement. There has
been major shift in structure of national output and economically active population. Economic
growth is emanating from population related and non related variables. In population side,
economically active population and literacy rate are positively driving the growth process of the
economy while life expectancy is negatively impacting the growth. In other side, government
expenditure to GDP ratio, real growth in export and real capital stock are positively driving
the growth process while inflation is decelerating the economic growth in Nepal. There have
been remarkable improvements in indicators of economic development related to level of living.
Average annual growth rate of real per capita GNP has been quite sluggish but positive.

3.1 Introduction

General background

The process of improving the quality of life of people is development. A major indicator of development
is increase in level of living of people while the others are increase in self-esteem of people and freedom
of choice of goods and services (Todaro, 1997). Latter two aspects are less measurable in economic
term. However level of livings may be measured in term of increase in per capita income or GDP
or GNP and improvement in some of the social indicators such as literacy rate, poverty level, life
expectancy, infant mortality rate, death rate etc. How much of real goods and services are available to
average citizen of a nation for consumption and investment do depends upon real per capita income or
GNP. Real per capita income is positively influenced by growth rate of real GDP or GNP and negatively
by growth rate of population. Thus, economic growth is the basis of economic development. Growth
can be distributed among the citizen of a nation to reduce poverty and to develop more equitable society.

*  Dr. Gyanwaly is Head of Central Department of Economics, Tribhuvan University, Kirtipur, Kathmandu, Nepal.



POPULATION MONOGRAPH OF NEPAL 2014

Relationship between population and economic development may be positive or negative. National or
domestic output is the basis of economic development. Without labour force production is not possible
and labour force is the major component of population. In this sense population becomes the basis of
production and hence the economic development. As the economic development is measured in term of
per capita income then higher growth of population increasing the size of national population reduces
the per capita production or per capita income. In this sense, population has adverse effect on economic
development.

Economically active population contributes to economic growth through involvement in production
activities. Development is related to per capita income so the size of working labour force does matter.
Increase in total national output does not guarantee the increase in per capita output.

National output has been segregated in to various economic sectors in Nepal such as agriculture
and fishery, mining and quarrying, construction, manufacturing etc. Similarly economically active
populations are also associated with these economic sectors. None of these economic sectors can
produce output without economically active population. With the pace of development the structure
of output and economically active population change over time. Productivity also changes with the
advancement of knowledge and technology. It is in this connection that a set of natural question arises.

e What is the structure of national output in Nepal?

*  How many economically active populations are engaged in these sectors? What is their level of
productivity?

» s there relationship between economically active population and economic growth in Nepal?

*  What is the status of indicators of level of living related to population in Nepal?

Objectives of the study

General objective of this study is to analysis the relation between population and economic development
of Nepal. However its specific objectives are:

* To analyze the structure of national output and economically active population according to
International Standard of Industrial Classification.

*  To examine the relationship between economically active population and economic growth in
Nepal.

*  To analyze the indicators of economic development related to level of living of population in
Nepal.

Significance and limitation of study

Empirical studies related to population and economic development are lacking in Nepal. This paper
contributes to Nepalese economic studies exploring the productivity of economically active population
according to ISIC division and examining the empirical relationship between economically active
population and GDP of Nepal. It also explores population related and non related determinants of
economic growth in Nepal. These are new attempt to Nepalese studies. Hence it is a contribution to
Nepalese studies. Further it is useful to both policy makers and students.
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This paper is built up on the belief that economic growth is prerequisite of economic development. It
considers only indicators of level of living aspect of development such as per capita income, literacy
rate, infant mortality rate, fertility rate, death rate, birth rate, life expectancy, maternal mortality rate,
and people below the poverty line. It does not consider the case of self esteem and freedom from
servitude aspect of development. It does not consider employed and unemployed population but
considers Economically Active Population (EAP). EAP is assumed to be labour force of the economy.

Theoretical foundation

Population theory: Malthus (1978) put forward the theory of the relationship between population
growth and economic development. Malthus postulated that population is growing at the geometric
rate; at the same time based on principle of diminishing return on fixed factor land, food supply could
be expanded at roughly at arithmetic rate. Each member of growing population would have less land to
work so his marginal contribution to food production declines. Growth of food supply could not keep
pace with growth of population so per capita income (per capita food production in agrarian society)
declines to subsistence or slightly above the subsistence level. A way to avoid the chronic low level of
living is to practice the “moral restrain” by the people that limits the numbers children and hence the
total population. Another natural way to check the growing population is positive check- starvation,
disease, wars etc.

Modern economists have given the name-low level equilibrium population trap or Malthusian
population trap to the subsistence level of living. If income is growing faster than the population
growth, per capita income will increases and vice versa. But operation of diminishing return
on land, income could not grow at faster rate than population forever. So subsistence level was
envisaged. Further the theory assumes that higher per capita income leads to higher population and
vice versa.

According to neo -Malthusian, poor nation will never be able to rise above the subsistence level of per-
capita income unless the preventive checks such as birth control are initiated. On the absences of such
checks Malthusian positive checks come into operation (Todaro, 1997).

Critics argue that Malthusian theory of population ignores the impact of technological progress on
income growth. Technological innovation shifts the income growth curve in upward direction and
income growth may exceed the population growth which in turn increases the per capita income. Thus
countries can escape the population trap. Real world experience also shows the increasing trend of per
capita income. The technological progress may result in even increasing return to scale in production
rather than the decreasing return to scale. Second weakness of the theory is that it exclusively focuses
on relationship between per capita income and population growth. Critics argue that individual level
living is the primary determinant of family’s decision to have numbers of children (Todaro, 1997).

Growth theory: Economic growth is the prerequisite of economic development. Without growth
development may not be attained. Solow- Swan model is highly celebrated growth theory. It is based on
Solow (1956) and Swan (1956).The model assumes that capital and labour are the basic determinant of
national output. Production function is assumed to be homogeneous of degree one. Labour force is the
major part of population thus population matters for output growth and hence economic development.
Generally increase in population is related to increase in labour force.

The model in per capita term states that output per head of labour force is the function of capital per
head of labour force. More clearly per capita output depends up on per capita capital. Higher the per
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capita capital higher will be the per capita output and vice versa. Basic determinants of steady state
equilibrium growth are saving rate, population growth rate, depreciation of capital and technological
progress. Basic conclusion of the model is that higher the saving rate higher will be the per capita
income, higher the population growth lower will be the per capita income, higher the depreciation
rate lower will be the per capita income and finally and more importantly positive advancement in
technology leads to increase in per capita income ( Barro & Martin, 2004).

Population and economic growth: A depth and rigorous analysis

The relationship between population and economic growth, as this researcher feels, could better be
envisaged combining the population theory and growth theory. If population growth increases the
labour force of the economy, it may increases the total output of the economy and hence the economic
growth and development. Labour force is the one of the basic factor of production. A major indicator
of economic development is per capita income. A proxy variable of per capita income may be taken as
output per head of labour force. Per capita production function states that output per head of labour
force can be increased by increasing capital per head of labour force. Thus, growth and development is
driven by capital per head of labour force rather than the absolute level of labour force.

Experience of real world reveals that technological progress is the prime determinant of economic
growth. It increases the steady state equilibrium value of output per head of labour force in Solow and
Swan Model. The critics of the Malthusian theory of population also states importance of technological
progress to escape the low level of equilibrium trap in Malthusian model. Thus any relationship
between population and economic growth cannot be examined precisely without considering the case
of technological advancement.

It is very complex to derive the relation between total population and economic development. Total
population includes dependent population such as children, old age people etc and economically active
population. Economically active population can positively contribute to economic growth. But the
growth impact of dependent population may be negative. So relation between total population and
economic growth may have positive or negative. A clear picture could be derived from relationship
between economically active population and economic development. Growth economics states that there
is positive relation between economic growth and economically active population. However,growth in
output per head of labour force (per capita income growth) depends upon capital per head of labour and
growth rate of labour.

Selected social indicators and economic development

Economic development is very broad concept. It includes the basically three elements- raising people’s
level of living, creating conditions conductive to the growth of people’s self-esteem,and increasing
people’s freedom by enlarging the choice variables (Todaro, 1997, 16-18). This definition is very broad
and quite complex to transform in operational definition. Thus, economic development in this paper
is confined to first component. The indicators of level of living are per capita income, peoples below
the poverty line, education (literacy rate), death rate, infant mortality rate, maternal mortality rate, life
expectancy at birth, birth rate and fertility rate.
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Methodology

Generation of stock of capital

Data for stock of capita is lacking in Nepal. So, total stock of capital is derived from gross fixed capital
formation (GFCF) of Nepalese economy using the Perpetual Inventory Method. Gross fixed capital
formation figures are converted in to real figures using the GDP deflator. Separate deflator of GFCF
was not available. GFCF is considered as gross investment.

Let us consider,

Where,
K, = Net stock of capital at period t
K, = Net stock of capital at period t-1
In, = Net investment in period t

Part of current investment used to replace the depreciated stock of capital is known as replacement
investment (D). Gross investment is the sum of net investment and replacement investment so equation
(1) can be written as

Here, Ig, is the gross investment or gross fixed capital formation. Let us assume that Depreciation or
replacement investment is constant proportion (L) to last year’s stock of capital.

So,

Kt - Kt—l + Igt - th-l
Or, K=Igt+w K 3)
Where, y=1-A

Capital series is derived from equation (3) given the value K and A. More clearly A is the depreciation
rate. It is assumed to be six percent as assumed by Gyanwaly(2014).

Estimation of initial stock of capital

The figure of Initial stock of capital is not available in Nepal. So it is estimated by estimating the
accelerator coefficient of investment and assuming that at steady state equilibrium incremental capital
output ratio ( ICOR) is equal to actual capital output ratio(ACOR). More clearly,

K1975=TICOR * Y1975..c..0eeeeeereeeeeeeeeee . (4)

Here, Y1975 is the real GDP at factor cost in 1975. The ICOR is estimated by OLS methods using the
data series of 1975 to 2011.

Definition of variables

Economic growth: Annual growth rate of real per capita income or annual growth rate of real GDP is
also known as economic growth.
Labor force: Economically active population is taken as labour force of the economy.

Sources of data
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Economic survey: GDP at factor cost, GDP deflators, GNP,government expenditure, government
consumption, gross fixed capital formation,gross domestic saving and gross national saving.

Quarterly economic bulletin: Total trade, consumer price index.

National population census reports: Total population, economically active population, economically
active population by ISIC division and other as specifiedin the text

CBS: GDP of ISIC division between the periods 1971-2011, GDP deflators. GDP figures are compatible
witheconomic survey for period (1975-2011).

Population monograph (CBS) (1995, 2003): Literacy rate, crude birth rate, crude death rate and Infant
mortality rate for the period (1971-2001); and life expectancy at birth (1971-1991).

Nepal in figure (CBS) (2012): life expectancy at birth for 2001, Infant mortality rate for 2011
Nepal living standard survey (1, 11, 111) (CBS): People below the poverty line.
Sample period

Generally sample size is takenas 1971- 2011. When the data are unavailable it has been reduced to the
period1975-2011.

Conversion in real figure

GDP of ISIC divisions are converted in to real figure using their corresponding deflators. Nominal GDP
is converted in to real using implicit aggregate deflator. Nominal capital stock is converted in to real
using GDP deflator.

Structure of output and population

To examine the nature of structure of output and structure of economically active population and output
and EAP are divided in to nine ISICs , converted in to real form and compared using table, ratio, percent
etc.

Relationship between production and population

To examine the relation between population and economic development a aggregate production

Function is assumed for the national economy that is

Y=AKLPe .. .ot (6)
Where,
Y= Real output; K= Real stock of capital; L=Labour force (economically active population)

The function is tested for constant return to scale. Once constant return to scale is assumed following
type of per capita function is estimated.
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As the constant return to scale is accepted the following type per capita production function is estimated.

y = Per capita output or output per worker
k = Per capita capital or capital per workers
A, o = Parameters
After log transformation the model can be written as,
Iny=InA+alnk+u...........o. (8)
We estimate the equation (8) by OLS method. So the TFP growth function is estimated as follows.

TFPG = Alny- a Alnk..................ooeeeee. 9

Here A stands for change and In stands for natural log. TFP growth is the residual part of annual growth
rate of output which is not explained by capital and labour(Thirlwall,1999). It is based on idea of Solow
(1957).To examine the effect of variables related to population such as life expectancy, literacy rate,
fertility rate etcon output growth researcher attempts to estimate the following equation.

TFPG =a+a Dlnp(-1)+ a, Dlnrx + a,DIntopen + a DInlexp + a,Dinferti + a DInlite(-1)
+a Dlngepy +a Dingey+u........ooooiiiin. (10)

Where,

topen= Total trade to GDP ratio

p = Consumer price index

gcy =Government consumption to GDP ratio

gepy= Government expenditure to GDP ratio

rx= Real export

lexp= Life expectancy at birth

ferti= Fertility rate

lite= Litracy rate
The expected sign are a,<0,a >0, a >0, a ,<0 or >0, a <0, a >0. a >0, a,<0. Note that D stands for
first differences and In for natural logarithms.
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Within the domain of these explanatory variables, while estimating this equation, combination of these
variables is altered to get better fitted equation, which is free from violation of OLS assumption and
estimated coefficient are statistically significant.

3.2. Structure of national output and economically active population

3.2.1 National scenari of GDP growth rate and population growth rate

The decade wise growth rate of population and growth rate of real output is shown in Table 3.1. Economic
growth rate was maximum in 1980s decade. Population growth rate was highest in 1970s decade. Is
there any relation between population growth rate and economic growth rate? Table 3.1 shows that
population growth rate was declining from 1970 to 1980 and average annual GDP growth rate was
increasing in that time period. Similarly average annual growth rate of population was increasing from
1980 to 1990 but GDP growth rate was decreasing. These findings show that there is negative relation
between population growth rate and economic growth rate in Nepal. However the result of 2000s
decades is not matching.

Table 3.1: Growth rate of real GDP and population

Periods Average annual growth rate | Average annual growth rate of
of real GDP at FC (%) Population (%)
1970/71-1979/80 3.34 2.62
1980/81-1989/90 5.05 2.08
1990/91-1999/00 4.95 2.25
2000/01-2010/11 4.69 1.35

Source: Author'’s derivation based on data of CBS. Note: Single deflator is used to derive the growth
rate of real GDP.

Real GDP growth depends upon many other factors not only in population growth rate. So a contradictory
result may be observed in 2000s decade.

3.2.2 Structural transformation of nominal GDP at factor cost

There has been rapid transformation of the economy during the past four decades. Contribution of
agriculture sector to GDP was 67.51 percent in 1971 and it is gradually declining and reaches to 36.58
percent in 2001. Contribution of this sector total GDP at factor cost remains more or less stable during
2001-2011 decade and reaches to 36.83 percent. It means that economy is diverting from agriculture to non
agricultural sectors. The mining and quarrying sector contribution to GDP remained less than one percent
over the last four decades. Economic activities related to mining and quarrying in Nepal are very limited.
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Manufacturing sector is considered as backbone of the economy in developed countries. On the basis
of ten years interval figures, its contribution to total GDP remains in between 9.15 to 4.12 percent. In
1971 to 1981, its contribution has declined from 9.15 percent to 4.12 percent. Its contribution to GDP
had increased to 6.8 percent in 1991; it further increases to 9.03 percent and then it starts to decline
and reaches to 6.20 percent. In recent years, it has been serious concern of declining contribution of
manufacturing sector to GDP.

The contribution of electricity, gas and water sector remained negligible over the past four decades and
was less than 2 percent. However contribution of construction sector was growing from 1.51 percent
to 9.54 percent between 1971 to 1991 and then declines to 6.01 percent in 2001. It slightly increases to
6.88 percent in 2011. On the whole, industry sector contribution reaches to 15.47 percent in 2011 from
10.89 percent in 1971. There was very sluggish progress in this sector.

Table 3.2: Structural transformation of nominal GDP (in percent)

ISIC Division Percentage share of GDP at FC by ISIC Division

1971 1981 1991 2001 2011
Agriculture Fishery and Forestry 67.51 60.9 47.68 36.58 36.83
Mining and Quarrying 0.01 0.23 0.5 0.43 0.54
Manufacturing 9.15 4.12 6.8 9.03 6.2
Electricity Gas and Water 0.22 0.26 0.7 1.82 1.85
Construction 1.51 7.75 9.54 6.01 6.88
Industry 10.89 12.36 17.54 17.29 15.47
Trade Hotels and Restaurant 3.56 3.74 11.11 18.42 15.43
Transport and Communication 2.62 7.42 5.65 7.39 8.15
Finance and Business Services 9.89 8.16 9.42 10.98 12.04
zs;sg‘:}‘ﬁscomm‘mity Services 5.53 7.42 8.6 9.34 12.06
Service 21.6 26.74 34.78 46.13 47.68
Total 100 100 100 100 100

Source: Author s derivation based on nominal GDP data of CBS

In service sector, contribution of trade hotel and restaurant; Transport and communication; finance and
business service; and personal and community service and other are gradually increasing. Highest level
of contribution is appearing from trade hotel and restaurant sector. There has been fivefold increase in
its contribution since 1971 to 2011. On the whole there has been rapid increase in contribution of service
(territory) sector to total GDP. Its contribution becomes more than double since 1971 to 2011.
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3.2.3 Structural transformation of economically active population

There may have been structural shift of economically active population over the past four decade.

Table 3.3: Structural transformation of economically active population

Economically active population

ISIC Division

1971 1981 1991 2001 2011
Agriculture Fishery and Forestry 4579552 | 6244289 | 5961788 | 6504689 | 6,355,735
Mining and Quarrying 36 971 2361 16048 26,026
Manufacturing 51902 33029 | 150057 | 872253 559,282
Electricity Gas and Water 1596 3013 11734 148218 25068
Construction 5016 2022 35658 | 286418 335,827
Trade Hotels and Restaurant 63560 109446 256012 984662 833,725
Transport and Communication 9637 7424 50808 161638 256,523
Finance and Business Services 3466 9850 20847 76687 184,324
Personnel Community Services and Others 137759 | 313570 | 780023 827189 1110502
Not stated 0| 127272 70298 22395 242549
Total 4852524 | 6850886 | 7339586 | 9900197 | 9929562

Source: National Population Census Report, CBS (various Issues).

To examine this feature, Table 3.3 present the economically active population of the census year
1971, 1981, 1991, 2001 and 2011 in the nine ISICs as in the case of GDP. This table shows the
amount of economically active population in nine economic sectors (ISICs). During the course of
information collection in census, some of the populations which are economically active but are
not identified in any of the nine sectors of ISIC are known as “not stated”. Absolute value of this

population is shown in Table 3.3.

How many EAP are involved in each of the nine sectors? Are these populations shifting from one sector
to another sector? To answer this question the EAP of nine sectors are expressed in percentage form.
For the sake of simplicity these nine divisions are further divided in to three broad sectors namely

agriculture, industry, and service.
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Table 3.4: Structural transformation of economically active population (percent)

ISIC Division Percentage of economically active population

1971 1981 1991 2001 2011
Agriculture Fishery and Forestry 94.375 91.146 81.228 65.703 | 64.008
Mining and Quarrying 0.001 0.014 0.032 0.162 0.262
Manufacturing 1.07 0.482 2.044 8.81 5.632
Electricity Gas and Water 0.033 0.044 0.16 1.497 0.252
Construction 0.103 0.03 0.486 2.893 3.382
Industry 1.207 0.57 2,722 | 13.362 9.528
Trade Hotels and Restaurant 1.31 1.598 3.488 9.946 8.396
Transport and Communication 0.199 0.108 0.692 1.633 2.583
Finance and Business Services 0.071 0.144 0.284 0.775 1.856
Personnel Community Services and Others 2.839 4.577 10.627 8.355| 11.184
Service 4.419 6.427 15.091 20.709 | 24.019
Not stated 0 1.858 0.957 0.226 2.443
Total 100 100 100 100 100

Source: Author s derivation based on National population census report, CBS (various Issues).

As in the case of production activities, there is rapid decline in EAP in agriculture sector. In 1971,
94.37 percent EAP were involved in agriculture sector but in 2011 it declined to 64 percent. The
decline was gradual. The involvement of the population in mining and quarrying was less than
one percent over the four decades. The involvement in manufacturing sector was less than three
percent up to 1991 and there is some increment after 2001.0n the aggregate involvement of EAP
in industrial sector was less than three percent up to 1991and reaches to 13.36 percent in 2001
and then decline to 9.52 percent. Within the service sector, EAP s gradually increasing in trade
hotel and restaurant, transport and communication, finance and business services, and personal
community services. Three was more than 5 fold increment of EAP in service sector. There was
just 2.2 fold increment in service sector’s GDP but EAP was increasing by 5.46 fold over the past
four decades. Meaning that, EAP was growing at faster rate than the output in service sector. In
conclusion the EAP was gradually shifting from agriculture to industry and service sector. Service
sector growth was faster than industrial sector.

3.2.4 Nominal GDP at factor cost per-economically active population

What is the productivity of EAP in each ISIC? How much nominal output is generated by one unit of
EAP? To answer these questions Table 3.5 present perhead nominal GDP out of EAP for each ISIC and
for the year 1971, 1981, 1991, and 2011. These per capita GDP of EAP are also defined as productivity
of labour.
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Table 3.5: Per capita nominal GDP at factor cost of economically active population

GDP at fc per EAP (current prices) in Rs.
ISIC Division

1971 1981 1991 2001 2011
Agriculture Fishery and Forestry 1317.6 2483.9 9287.1 23925.0 75231.1
Mining and Quarrying 27777.8 59732.2 | 243540.9 | 113222.8 267271.2
Manufacturing 15760.5 31760.0 | 52606.7 | 44034.2 143990.0
Electricity Gas and Water 12531.3 22237.0 | 694563 | 522852 957435.8
Construction 26913.9 | 976261.1 | 310673.6 | 89328.9 266077.5
Trade Hotels and Restaurant 5003.1 8707.5| 50396.1 79608.4 240322.6
Transport and Communication 24281.4 | 254445.0 | 129113.5 | 1944134 412571.2
Finance and Business Services 255049.0 | 210862.9 | 524967.6 | 609261.0 848218.4
Personnel Community Services and Others 3586.0 6024.2 | 12808.6| 48035.6 141020.0
Total 1841.9 3717.2 | 15822.0 | 42974.3 130734.9

Source: Author's derivation based on the data of CBS

Note: Economically active population not stated the industries are included in total but not in the nine
divisions.

The overall productivity of EAP was NRs 1841.9,3717.2, 15822, 42974.3 and 130734.9 in 1971, 1981,
1991.2001 and 2011 respectively. Nominal values of productivity of EAP are increasing but the case of
real productivity will be examined latter on. For instance, in 1971, first highest level of productivity of
EAP appeared in finance and business sector, second highest level in construction, third in transport and
communication and so on. The minimum level of labour productivity appeared in agricultural sector.
Agricultural production basically based on labour intensive technology. Ninety four percent of the EAP
engaged in agriculture sector but its productivity wasjust NRs 1317.6 - the minimum of nine ISICs.
Among the others, one of the reasons of diverting EAP from agriculture to other sectors may the low
productivity of labour in agriculture sector.

Another very interesting finding is that finance and business sector contributes 9.89 percent to total GDP
and productivity of labour is highest in this sector. Similar types of interpretation may be advanced for
the subsequent periods. The relative productivity of economically active population can be analyzed
from nominal per-capita figure shown in Table 3.5.

3.2.5 Real GDP at factor cost per economically active population

Whether the productivity of economically active population is increasing over time or not? To answer
this question, real (inflation adjusted) figure are presented in table 3.6. In agriculture sector productivity
is declining from 1971 to 1981. But after the 1981, its value is increasing. The productivity of EAP in
mining and quarrying sector has been gradually increasing since 1971to 2001. Butin 2011 productivity is
slightly decreasing. Picture of manufacturing sector is not so systematic. From 1971 to 1981 production
per head of EAP was increasing.
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Table 3.6: Per capita real GDP at factor cost

GDP at fc per EAP (constant prices) in Rs
ISIC Division

1971 1981 1991 2001 2011
Agriculture Fishery and Forestry 15064.2 13733.7 19203.3 23925.0 33794.2
Mining and Quarrying 354304.3 | 425538.9 502760.3 113222.8 101321.8
Manufacturing 192040.4 | 216149.9 104571.9 44034.2 74958.6
Electricity Gas and Water 316040.0 | 313236.4 339917.2 52285.1 541088.2
Construction 326029.6 | 6605388.7 644347.7 89328.9 110551.0
Trade Hotels and Restaurant 62774.0 61021.3 105661.0 79608.4 103801.6
Transport and Communication 286643.9 | 1677699.8 311936.5 194413.4 224167.0
Finance and Business Services 32,58989.9 | 15,04912.2 | 11,88152.8 6,09261.0 4,07201.4
gif;‘;‘smel Community Services and 37,836.5 | 35502.0| 22,582.1|  48,035.6|  75,836.0
Total 21858.1 22450.5 33523.7 42974.3 61770.6

Source: Author's derivation based on data of CBS

It start to decline from 1991 and reaches to minimum level in 2001. There is some sign of improvement
in 2011 because the productivity is increasing. Output per head of EAP is gradually increasing in
electricity gas and water, and construction sectors. Improvement in technology may have lead to this
consequence. There is no any uniform trend in the productivity of EAP (labour) in trade hotels and
restaurant sector. Similar case holds true in transport and communication. Output per head of labour
in finance and business sector is gradually decreasing since 1971 to 2011. The real productivity of
EAP is gradually decreasing up to 1991 and then starts to increase. Productivity of EAP in the overall
economy is gradually increasing from 1971 to 20011. Increasing stock of capital, improved knowledge,
improved human capital, advancement in technology, etc may have lead to increase in productivity of
labour in the economy over the last four decade.

3.2.6 Per capita GNP: out of total population

A very popular indicator of economic development is the per capita income. Generally higher per capita
income is associated with higher standard of living of the people. Nominal and real per capita income,
out of total population, is shown in figure 3.1. For any point of time, to make the comparison among
the cross section observation, nominal per capita income may be the better measure. However, for the
long run analysis, real per capita income may be a better measure. The real per capita income presented
here is derived from using single deflator spanning the time period 1975 to 2011 with base year 2001.
The deflator is shown in Appendix .

The data of real per capita GNP presented here may be different from economic survey because the
survey uses three deflators, each having different base year. Unlike that this researcher uses a single
deflator with single base year 2001. This reality is also seen from the graph that in 2001 nominal and
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real per capita GNP are equal. Real per capita income is growing at very sluggish rate that is 2.5 percent
per annum. During the last 37 years real per capita income increases by just 2.46 times!

Figure 3.1: Real and nominal GNP per capita
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During the same time period real GNP increases by 5.08 times, gross fixed capital formation increases
by 8.09 times, real GDP by 5.03 times, EAP increases by 5.48 times. Despite the many fold increment
in real GNP, real gross fixed capital formation, real GDP, and EAP, per capita income increases by
just 2.46 times because higher growth rate of population swipe out the effect of many fold increment
in other real variables.

Table 3.7: Summary of real and nominal per capita income (1975-2011)

Per capita Mean Maximum Minimum Std. Dev. C.V.
income
Nominal GNP 13295.67 52180.75 1301.11 13248.15 99.64259
per capita Rs.
Real GNP per 15566.42 24654.75 9333.849 4476.601 28.75806
capita Rs.

Source: Author's derivation based on data of CBS. Note: C.V.= Coefficient of variation
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Summary statistics of nominal and real GNP per capita is shown in table 3.7. Real GNP per capita is
moving within the limit of NRS 9333.8 and 24654.7. The coefficient of variation shows that there is
less variability in real GNP per capita than in nominal GNP per capita.

3.2.7 Economically active population and economic growth

EAP may have very close link with real economic growth. To examine this feature percentage of EAP
in total population in each Census and decade wise average annual growth rates of real GDP are plotted
in Table 3.8. The percentage of EAP in 1981 was 45.6 percent and it decreased to 39.7 percent in 1991.
It was the case of 1980s decade (1981 to 1991).

Table 3.8: Economically active population and economic growth

Average Annual
Year EAP Population Percent of EAP Decade Real GDP
Growth Rate

1971 4852524 11555983 41.9
1981 6850886 15022839 45.6 1972-81 3.8
1991 7339586 18491097 39.7 1982-91 4.8
2001 9900197 23151423 42.8 1992-01 5.6
2011 9929562 26,494,504 37.5 2002-11 3.7

Source: CBS and authors calculation
Note: Growth rate are calculated using single deflator

Average annual real GDP growth rate has increased to 4.8 percent in this decade (1982-91)from
3.8 percent in previous decade (1972-81). The share of EAP in total population has decreased
but growth rate of GDP has increased. This result is quite contradictory with theory. However
in 1990s decade the share of EAP in total population has increased to 42.8 percent. The average
annual real GDP growth rate has also increased to 5.6 percent in that decade. Share of EAP has
declined to 37.5 percent in 2011. The real GDP in 2000s decade (2002-2011) has also further
declined to 3.7 percent. If we ignore the case of 1980’s decade, there is positive relationship
between EAP and economic growth. Economic growth is impacted by many other factors. So
other factors may be responsible to explain the growth process of 1980s decade. Whether EAP
has growth impact on real GDP is empirically examined in section 3.3.

3.3. The empirical relationship between population and economic growth

3.3.1 Per capita production function and economically active population

Economic growth has very close link with EAP. It is a basic factor of production. Increase in working
labour force generally increases the output or income of the economy. But economic growth and
development basically focus on increase in per capita output. Another factor of production is capital.
Output may increase with the increase in labour and capital but it does not ensure the increase in per
capita output. Keeping in view this very phenomenon, an aggregate per capita production function for
Nepalese economy is estimated and is shown in appendix II1.
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The estimated elasticity coefficient of per-capita production function is 1.031. It means that one percent
increase in per capita capital leads to 1.03 percent increase in per capita output. Thus per-capita capital and
per capita output are directly and positively related. Per capita capital does matters in Nepal. Per capita
capital can be increased either through increase in capital stock or decrease in labour force or the both. For
the developing country like Nepal both the options are desirable. Note that elasticity coefficient is different
from capital output ratio. Capital output ratio shows the amount of capital required to produce one unit of
output. But, how much will be percentage increase in per capita out put if per capita capital increases by one
percent? The answer to this question comes from elasticity coefficient.

The closeness of the relationship between per-capita capital and per-capita output can be envisaged
from the Figure 3.2. The graph shows the relationship between per capita capital and per capita
output. The figure shows very close relationship between per capita capital and per capita output. The
relationship is similar to production function. The six observations in panel (A) are quite odd it may be
the consequences of initial values of capital stock and depreciation rate. It takes certain time to smooth
out the values of capital stock once initial stock of capital is estimated and certain level of depreciation
rate is assumed. Ignoring the first six initial observations the graph is plotted in panel (B). The panel
(B) looks similar to production function.

Figure 3.2: Per capita capital and per capita output
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The ongoing analysis concludes that per capita capital is the main determinants of per capita output.
Thus economic growth and development primarily depends upon per capita capital. To achieve growth
in per capita output Nepal has to increase the capital stock at faster rate than the rate of increase in EAP.
Thus population matters for economic development.

3.3.2 Factors affecting the total factor productivity in Nepal

Increase in per capita capital increases the per capita output. There are also others factors (exogenous?)
which increase the per capita output even the per capita capital is in same level. This is the technological
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progress. The positive technological progress shifted the per capita production function in upward
direction thus economy attains higher level of per capita output. How can we measure the contribution
of technological progress? It can be measured through Total Factor Productivity (TFP). TFP can be
increased through demographic factors as well as other real innovations. For instances, increases
in education and training increases the productivity of labour and capital and hence the TFP. Using
the elasticity coefficient (1.031) of Appendix 3.3, as described in methodology, the growth in TFP is
estimated. The nature of TFP growth is shown in Appendix 3.3. To examine the effect of demographic
and other variables in economic growth, a TFP equation is estimated by OLS method and shown in
Appendix 3.3. The major factors affecting the TFP growth and hence the economic growth in Nepal
are as follows.

Trade openness: The result of Appendix 3.3 shows that trade openness has no any significant impact
in TFP and so in economic growth in Nepal. The sign is positive but it is statistically insignificant.
Developed countries are more competitive in trade so trade openness may have positive impact in
economic growth but in Nepal it does not appear. Note that trade deficit has been increasing in Nepal
since it adopted the trade liberalization policy particularly from 1990.

Life expectancy: The result of appendix 3.3 shows that life expectancy has negative impact in TFP
growth in Nepal. Theoretically it may have positive and negative impact in economic growth. If the
increase in life expectancy improve the health condition of working population, it will increase the
productivity of labour and hence the economic growth. If it increases the total size of the population,
than it may have negative impact. It does not mean that government should design policies to decrease
life expectancy at birth. Increase in life expectancy is a good sign of economic development. Increase
in population should be controlled by other measures.

Fertility rate: Fertility rate is negatively affecting the TFP but it is statistically insignificant in
Nepal. Thus effect of fertility on TFP is not clear in Nepal. Estimated coefficient has expected sign.
Theoretically increase in fertility rate increases the total size of population/labor force which in turn
may decreases the per capita output.

Literacy rate: Other variable positively affecting the economic growth is literacy rate. Estimated
coefficient of literacy rate is significant at one percent or better level (see Appendix 3.3). Increase
in education status of the people increases the skill of workers and hence increases the productivity.
Higher productivity leads to higher growth. Thus education increases the TFP.

Inflation: Other factor affecting the TFP growth is inflation (DInP). Estimated result of Appendix
3.3 shows that Inflation is negatively affecting the economic growth in Nepal. Estimated coefficient
of inflation is statistically significant. Inflation erodes the purchasing power of people hence it has
negative impact in growth.

Real export: Estimated equation of Appendix 3.3 shows that growth in real export is positively
affecting the TFP growth in Nepal. The estimated coefficient is statistically significant and its impact is
10.4 percent. Thus export in Nepal positively driving the economic growth in Nepal. Increase in export
gives incentive to the producers to expand the level of production and to adopt the advance level of
technology hence it is growth friendly.

Government consumption to GDP ratio: The estimated result of Appendix 3.3 shows that effect of
government consumption to GDP ratio in economic growth is not clear in Nepal. Estimated coefficient is
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statistically insignificant. Theoretically, government consumption is a kind of unproductive expenditure
which may not be growth friendly.

Government expenditure to GDP ratio: Estimated result of Appendix III shows that government
expenditure to GDP ratio is positively affecting the economic growth in Nepal. Estimated coefficient is
statistically significant. Increase government expenditure may be friendly for technological advancement
along with increase in aggregate demand in the economy.

Thus, major sources of TFP growth in Nepal are inflation, real export, life expectancy, literacy rate,and
government expenditure to GDP ratio. Thus, real stock of per-capita capital, real export, literacy rate,
and government expenditure to GDP ratio are positively driving the growth process in Nepal. Inflation
and life expectancy are negatively affecting the economic growth in Nepal. Economic growth and
development is affected by both demographic and non-demographic factors in Nepal.

3.3.3 Per capita gross fixed capital formation and per capita output.

Capital stock is different concept than the gross fixed capital formation. It is a flow concept while
capital is stock concept. Per capita terms are measured in term of EAP. As the Figure 3.3 shows that
there is positive relationship between per capita gross fixed capital formation and per capita output. The
graph shows very close relationship between per capita gross fixed capital formation and per capita
income. This, relationship is different than relationship is observed in per capita production function
shown in Figure 3.2. Here the relationship seems more linear. Conclusion is that population matters for
growth and development because per capita variable depend upon size of population.

Figure 3.3
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3.4. Other factors explaining the economic growth in relation to population

3.4.1 Domestic Saving

Domestic saving rate: A major factor affecting steady state equilibrium growth in Solow and Swan
model is the propensity to save. Higher the rate of propensity to save higher will be the rate of investment
and hence higher will be the growth rate. Here propensity to save is calculated on the basis of GDP
at factor cost or Gross value added. It has been done because we have followed production function
approach to growth analysis. The saving rate out of GDP at market price and GNP at market price will
be different than the value estimated here. The pattern of propensity to save is shown in the Figure 3.4.

Figure 3.4: Propensity to domestic save
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The graph shows that propensity save is fluctuating in between 8.2 percent to 15.7 percent and average
level of propensity to save is 11.9 percent. Saving rate was minimum in 1990 and was relatively high in
the decade of 1990s.

Real per capita domestic saving: Per capita output has close link with per capita saving. Higher the
per capita saving higher will be the per capita investment and hence higher will be the per capita income
or output. Per capita saving has been computed in two ways. Firstly per capita saving is calculated from
EAP and secondly per capita saving is calculated from total population. The first type of saving is the
saving per head of EAP and the second saving is the saving per head of total population. The pattern of
saving is shown in Figure 3.5.

There is no any remarkable improvement in real per capita domestic saving in Nepalese economy. Both
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the saving rates are roughly stationary. However the gap between per capita saving out of EAP and per
capita saving out of total population indicates the effect of dependent population. Thus increase level
of population depleted the per capita saving. Higher population is not friendly for per capita saving, per
capita investment and per capita output.

Figure 3.5: Per capita real domestic saving
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The Table 3.9 shows the average, minimum and maximum value of propensity to save and real per
capita saving. It shows minimum, maximum and average value of each variable. On the average over
the period 1975 to 2011 saving rate is 11.9 percent, real per capita saving out of economically active
population is 216.29 and out of total population is 88.87.

Table 3.9: Propensity to domestic save and per capita real domestic saving

Statistics Propensity to save Per c.aplta rea.l saving frf)m Per capita real saving from to.tal

economically active population population
Mean 0.119 216.29 88.87
Maximum 0.157 357.26 133.89
Minimum 0.082 129.89 57.56

Source: Author's derivation based on data of Economic survey and Census report of CBS.

The graph shows that Nepalese economy is stagnating around their mean values per capita
real domestic saving out of total population.
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3.4.2 National Saving

Propensity to Save: National propensity to save is higher than domestic propensity to save in Nepal.
The status of national propensity to save and the gap between national and domestic saving rate is
shown in Figure 3.6. propensity to save are calculated on the basis of GDPfc. Domestic saving rate is
stagnating between 8 to 16 percent level over the period 1975-2011.

Figure 3.6: National and domestic propensity to save
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National saving rate is also stagnating between 10 to 19 percent level over the period 1975 to 2000
but it is always higher than the domestic saving rate. After 2000, national propensity to save is rapidly
increasing and reaches to around 40 percent level in 2011 but domestic propensity to save could not get
momentum of growth. The gap between national and domestic propensity to save was roughly constant
up to 2000 but it is widening after 2000. Increasing inflow of remittance may be responsible for this
widening gap.

Per capita real national saving: A major variable discussed in growth economy is the per capita
real national saving. Per capita national real saving has been calculated in two ways- using EAP
and total population.
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Figure 3.7: Per capita real national saving
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Trend and pattern of per capita real national savings are shown in Figure 3.7. Figure 3.7 states that
both the per capita real savings were stationary up to 1990 and then start to increase over time. As the
graph shows that per capita saving out of EAP is growing faster rate than per capita saving out of total
population. Both types of per capita domestic savings were stationary over 1975- 2011 while national
saving rate were not so after the 1990. Increasing inflow of remittances may be responsible for this
increase in per capita national saving.

3.4.3 Population growth rate

There is no any systematic pattern of population growth in Nepal. The average annual rate of population
growth was 2.62, 2.08, 2.25 and 1.35 percent in 1970s, 1980s, 1990s, and 2000s decades respectively
(see Table 3.1). After 2001 there has been rapid decline in population growth of Nepal.

According to Solow -Swan growth model, rapid growth rate of population decreases the steady state
equilibrium level of per capita capital and hence the per capita income of the economy. Increased
growth rate of population increasing the size of population reduces the aggregate level of domestic
saving because the consumption level of the economy increases. Larger part of income goes to feed
the larger size of population so level of saving will be low. Saving may be reduced because of high
dependency ratio. Lower saving leads to further decline in per capita saving, per capita investment,
per capita capital and hence per capita income of the economy. This analysis assumes that country
already has working labour force to produce potential level of output. On basis of time series data
it may not be possible to test causality running from economic growth to growth rate of population
because we have only four figure of population growth rates: 2.62, 2.08, 2.25 and 1.35 percent in
1970s, 1980s, 1990s, and 2000s decades.
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3.5 The status of selected indicators of economic development

Economic development is related to level of living of the people. Increase in level of living is the
increase in economic development. A prime indicator of level of living is the per capita income. Nepal
has experienced sluggish grow thin real per capita GNP over the last four decade (2.6 percent on the
average). The status of per capita income has already discussed in previous section. However the case
of social indicators related to quality of life as well as the level of living were not addressed in previous
paragraph. So they are analyzed here.

Literacy rate: Another major indicator of economic development is the literacy rate. Literacy rate is one of
the indicators of education status of the people. The ability to read and write is known as literacy. Productivity
of educated people is generally higher than uneducated people and can enjoy better level of living. Over the
past four decades there has been remarkable increase in literacy rate. For instances in 1971 the overall literacy
rate was 13.9 and it has been reached to 65.9 percent in 2011. Literacy rate has been increased by 4.74 times
while real GNP per capita has been changed by 2.46 times. Adult literacy rate has also increased remarkably.
The percentage of population of age 15 and over able to read and write is known as adult literacy rate. Thus,
there has been improvement in quality of life in Nepal.

Fertility rate: The yearly number of children born a live per 1000 women with in child bearing age
bracket (15-49). Fertility rate generally decline with pace of economic development. Higher fertility rate
is associated with higher population growth. Higher population growth hinders the economic growth.
The fertility rate over the last thirty years has been decreasing. There was a slight increase in fertility
rate from 1971 to 1981.

Table 3.10: Selected indicators of economic development

Variables 1971 1981 1991 2001 2011
Literacy rate(all age but 6+) 13.9° 233" 39.6° 54.1° 65.9
Literacy adult(15+) n.a 20.6" 33.0" 48.6 " 59.6°
Total fertility Rate 5.83° 639 ° 5.16° 3.8° 3.52°
Crude birth rate 43° 45° 3877 30.5* 21.8°
Crude death rate 19.5¢ 17.1f 13.3¢ 10.3" 7.30
Infant mortality rate*** 172 117 97 64 46°
Maternal mortality per 100,000 n.a. n.a. 850 m 415 ™ 229m
Life expectancy at birth(male) 42.17 50.9! 551 60.1 65.5°
Life expectancy at birth(female) 40.0 48.17 53.57 60.7 ¢ 68
Life expectancy at birth(Total) n.a. n.a. n.a. 60.4° 66.6°
Population below the poverty line (%) n.a. n.a. 42k! 38 k2 25213

**=Karki, Y.B.(2003). Table 12.8, p.32

***= Regmi,G.& Dangol,B.D.S(. 2003), Table 13.2, p.39

*= Manandhar,T.B.& Shrestha,K.P.(2003). Table 6.14, p.146.

b= Karki,Y.B.(2003). Table 12.4, p.28.

e= Regmi,G.& Dangol,B.D.S(. 2003), Table 13.1, p.38 (1974-75).

f= Regmi,G.& Dangol,B.D.S(. 2003), Table 13.2, p.39(1977-78)

g= Regmi,G.& Dangol,B.D.S(. 2003), Table 13.1, p.38

h=Regmi,G.& Dangol,B.D.S(. 2003), Table 13.1, p.38(for the period 1999)
j= Regmi,G.& Dangol,B.D.S(. 2003), Table 13.6, p.42
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k1=NLSS I k2=NLSS 11 k3=NLSS III
m= NPC (2013). p.45 (data for 1990.2000, and 2010)
p= CBS, Population Census, 2011.

s=CBS (2012),

A= Manandhar,T.B. (1995). Table 17, p.379.

Crude birth rate: The number of children born alive each year per 1,000 population is known as crude
birth rate. Crude birth rate of 25 means that 2.5 child are born out of 100 population. It is same as 2.5
percent increase. Higher the birth rate, higher will be the population growth. In developing countries
like Nepal lower birth rate is preferable. People do like to have fewer children if life expectancy is high
and death rate is low.

Crude death rate: It is the yearly number of deaths per 1,000 population. An annual crude death rate
of 20 per 1,000 involves 2 percent of the population are died each year. The death rate in Nepal is
declining. In 1971 the death rate was 19.5, it gradually decline in every decades, and finally reaches to
7.3 in 2011. Increase number of health facility, innovation in medical sciences, and eradication of some
of the communicative diseases resulted in decline in death rare.

Infant mortality rate: Death among the children between the age of birth and one year per 1,000 live
birth is known as infant mortality rate. It is the death of children that born alive within one year out of
1000 birth. It is the probability of survival to age one since birth. The infant mortality rate in 1,971 was
172, it gradually decline and reaches to the level 46 in 2011. Increasing number of health facility and
immunizing system may be responsible for this improvement.

Maternal mortality: The maternal mortality rate is defined as the death of a woman while pregnant
or within 42 days of termination of pregnancy. It is the rate of death out of 100,000 such women. The
maternal mortality rate in 1981 was 850, it continuously decline and riches to 229 in 2011. The maternal
mortality rate in the last thirty years has declined 73.05 percent. Thus, probability of surviving pregnant
women has been increased thus level of living of women has been improved.

Life expectancy at birth: The number of year’s new born children would live is known as life
expectancy at birth. Life expectancy of birth has been increased in Nepal. Improved food system
(calorie), increased health facility, increased health awareness may be responsible for the increase in
life expectancy. Average life time of a male people in 1971 was 42.1 years; it continuously increases
and reaches to 65.5 years in 2011. Similar case holds true for female and total population. Up to 1991
life expectancy of male was higher than female but after the 1991 females life expectancy became
higher than male. Increased average life time of the people is definitely improvement in quality of life
and hence the economic development.

People below the poverty line: In 1991, 42 percent of the people were surviving below the poverty
line. In 2001, 38 percent of the people were below the poverty line and in 2011 it has been declined to
25.2 percent. Thus,there has been progress in poverty reduction. Increase in per capita income does not
guarantee that reduction in poverty because it has very close link with distribution of income. Poverty
can be reduced even the per capita income is same, if the distribution of income becomes relatively
equitable. Thus per capita income alone could not address the issues of economic development.
Equitable distribution of income is another sign of economic development.
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Over the last four decades there has been remarkable improvement in indicators of economic development
that is related to level of living. Progress in education status, reduction in death rate, reduction in birth
rate, increase in life expectancy at birth, and reduction in poverty are some of the major achievement
of Nepalese economy though the growth aspect related to per capita income has been quite sluggish.

3.6 Conclusion

This paper examines the relationship between population and economic development. The structure of
national output of the economy has been changing since 1971 to 2011. A large group of economically
active population are diverting from agriculture sector to industry and service sector. Industrial sector
could not get faster growth but the transformation rate to service sector is high. Similarly, economically
active populations are also diverting from agriculture to non agriculture sector because productivity is
low in agriculture sector and high in service and industrial sectors.

There is very close and statistically significant and positive relation between per capita output and per
capita capital. Increase in per capita capital is necessary to increase per capita output in the economy.
It can be increased either increasing the capital stock at faster rate than the increase in labour force,
or decreasing the size of labour force given the stock of capital. Real per capita domestic saving is
stagnating and could not get the momentum of growth. But, real per capita national saving is getting
momentum of growth only after 1990.

Economic growth is driven by both -population related and non related factors. In population side,
economically active population and literacy arte are positively driving the growth process of the
economy while life expectancy has negative impact in growth. The effect of fertility rate is not clear.
On other side, Government expenditure to GDP ratio, real growth in export and real capital stock are
positively driving the growth process while inflation is decelerating the economic growth in Nepal.

Over the last four decades there has been remarkable improvement in indicators of economic development
related to level of living of population which may be regarded as social aspect of economic development.
Progress in education status, reduction in death rate, reduction in birth rate, increase in life expectancy
at birth, and reduction in poverty are some of the major achievement of Nepalese economy. Average
annual growth rate of real per capita GNP has been quite sluggish but positive.
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Appendix 3.1 Nominal GDP at Factor Cost (Millions of NRS)

Year X1 X2 X3 X4 X5 X6 X7 X8 X9 GDPfe
1971 6034 1 818 20 135 318 234 884 494 8938
1972 7106 2 996 23 149 339 285 907 562 10369
1973 6578 3 971 29 153 336 347 942 610 9969
1974 8851 3 1282 28 163 374 422 979 706 12808
1975 11435 22 664 34 583 540 690 1095 903 15966
1976 11495 23 690 38 718 603 805 1171 1046 16589
1977 10389 26 736 39.2 1020 636.1 852 1412 1145 16255.3
1978 11616 20 794 42 1338 707 1093 1534 1277 18421
1979 13365 34 848 48 4200 724 2520 1613 1340 24692
1980 13520 42 936 60 1570 889 1541 1833 1495 21886
1981 15510 58 1049 67 1974 953 1889 2077 1889 25466
1982 17715 66 1243 82 2342 1068 1992 2366 2163 29037
1983 19082 85 1460 127 2377 1199 2129 2594 2591 31644
1984 22570 111 1816 158 2576 1520 2468 2937 2848 37004
1985 22761 193 2511 184 3761 4561 2679 3987 3803 44440
1986 27136 228 3253 327 4550 5622 3088 4728 4282 53214
1987 30623 257 3740 396 5162 6821 3600 5669 4873 61141
1988 36755 317 4615 441 6303 8118 4250 6681 5691 73171
1989 42572 421 4857 466 8231 9052 4732 8032 7469 85832
1990 50470 449 5956 523 8943 10507 5724 9269 7861 99702
1991 55368 575 7894 815 11078 12902 6560 10944 9991 116127
1992 65156 795 12822 1241 14769 16563 8558 13241 11788 144933
1993 70090 921 14618 1525 17318 19260 10819 15684 15115 165350
1994 80589 990 17861 2163 19621 22497 12625 18122 17128 191596
1995 85569 1117 19555 2862 23093 24326 13995 20533 18924 209974
1996 96896 1342 22466 3598 26093 28317 15898 23521 21257 239388
1997 108785 1495 24816 4457 29263 30551 19315 27157 23731 269570
1998 112495 1553 26987 4383 30483 33687 22598 29778 27834 289798
1999 132373 1685 30337 4632 33262 39313 24631 33203 30582 330018
2000 145131 1815 33550 5942 37382 42895 29336 36919 33810 366251
2001 155624.5 1817 38409 7749.6 25585.4 78387.4 31424.6 46722.4 39734.5 425454.4
2002 166090.2 2148.9 37736 9137.9 28837.6 71921 34959.2 48727.3 44493.8 444051.9
2003 172802.6 23104 38825.6 11446.7 30955.4 76234.7 39361.9 51112.4 50496.3 473546
2004 186124.9 2506.6 41673.3 11974.4 33254.3 88161.1 46283 53718.8 54296.9 517993.3
2005 199368.1 27482 44884.7 12781.6 36644.2 88733.2 51336.4 66584 63498.2 566578.6
2006 211704.5 3133.6 47840.3 13171.9 40952 99612.5 61249.5 82021 70645 630330.3
2007 226823 3417 52172 14841 45099 102691.1 69554.8 99258 83508 697363.9
2008 247191 4375 57185 15219 54134 116808.4 76818.3 107174.1 100537 779441.8
2009 309553 5084 65447 14629 63741 138064 92618 120725 129031 938892
2010 395755 5926 70924 15244 77289 178414 95304 139830 139884 1118570
2011 478149 6956 80531 24001 89356 200363 105834 156347 156603 1298140
2012 516951 8166 90794 17488 98539 222153 123990 185336 182715 1446132
Note

X1=  Agriculture Fisheries and Forestry X4= Electricity Gas and Water X7= Transport Commu. and Storage

X2= Mining and Quarrying X5=  Construction X8= Finance and Real Estate

X3=  Manufacturing X6=  Trade Restaurant and Hotel X9= Community and Social Services
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Appendix 3.2 GDP deflators

Year X1 X2 X3 X4 X5 X6 X7 X8 X9 GDPfe
1971 0.0875 0.0784 0.0821 0.0397 0.0826 0.0797 0.0847 0.0783 0.0948 0.0843
1972 0.1022 0.0853 0.0893 0.0432 0.0898 0.0867 0.0922 0.0852 0.1032 0.0962
1973 0.0954 0.0885 0.0926 0.0447 0.0932 0.0899 0.0956 0.0883 0.107 0.0929
1974 0.1215 0.0959 0.1004 0.0485 0.101 0.0975 0.1036 0.0957 0.1159 0.1123
1975 0.1407 0.1141 0.1194 0.0577 0.1201 0.116 0.1233 0.1139 0.1379 0.1311
1976 0.1392 0.1022 0.107 0.0517 0.1076 0.1039 0.1105 0.102 0.1236 0.1257
1977 0.1312 0.1002 0.1049 0.0507 0.1055 0.1018 0.1082 0.1 0.1211 0.1195
1978 0.1467 0.104 0.1089 0.0526 0.1095 0.1057 0.1124 0.1038 0.1257 0.1298
1979 0.1638 0.1708 0.1787 0.0864 0.1798 0.1736 0.1845 0.1704 0.2064 0.1699
1980 0.174 0.1244 0.1302 0.0629 0.131 0.1265 0.1344 0.1242 0.1504 0.1542
1981 0.1809 0.1404 0.1469 0.071 0.1478 0.1427 0.1517 0.1401 0.1697 0.1656
1982 0.1976 0.1556 0.1628 0.0787 0.1638 0.1581 0.1681 0.1553 0.188 0.1819
1983 0.2152 0.1833 0.1919 0.0927 0.193 0.1863 0.198 0.183 0.2216 0.2043
1984 0.2323 0.1916 0.2006 0.0969 0.2018 0.1948 0.207 0.1913 0.2316 0.2179
1985 0.2478 0.2282 0.2394 0.1157 0.2408 0.2325 0.247 0.2283 0.2764 0.2429
1986 0.2877 0.2523 0.2692 0.1682 0.27 0.2684 0.2712 0.2628 0.2987 0.2779
1987 0.3269 0.2844 0.3026 0.1757 0.3016 0.304 0.2993 0.2996 0.3238 0.3132
1988 0.3682 0.3141 0.3532 0.1805 0.3298 0.3454 0.3403 0.3379 0.3333 0.3501
1989 0.4018 0.3656 0.3999 0.2026 0.3792 0.3816 0.3742 0.3808 0.4016 0.3896
1990 0.4503 0.412 0.4467 0.1763 0.4206 0.433 0.4088 0.4119 0.4151 0.4313
1991 0.4836 0.4844 0.5031 0.2043 0.4822 0.477 0.4139 0.4418 0.5007 0.472
1992 0.5752 0.6196 0.6191 0.2914 0.5965 0.5783 0.4968 0.5079 0.5532 0.563
1993 0.6227 0.7024 0.6644 0.3942 0.6672 0.6319 0.5792 0.5685 0.6501 0.6219
1994 0.6653 0.712 0.7228 0.5267 0.7092 0.6805 0.6256 0.6177 0.6832 0.6679
1995 0.7088 0.7764 0.7762 0.6222 0.7934 0.6978 0.627 0.671 0.7202 0.7115
1996 0.7687 0.8255 0.8178 0.6553 0.841 0.7794 0.6754 0.7145 0.7629 0.7674
1997 0.8288 0.8612 0.8438 0.798 0.8887 0.8112 0.7616 0.7878 0.8245 0.8248
1998 0.8482 0.8834 0.8873 0.8189 0.9084 0.8482 0.8289 0.8156 0.8985 0.8573
1999 0.9717 0.9241 0.9473 0.8179 0.929 0.9515 0.8468 0.866 0.9269 0.9345
2000 1.0125 0.9519 0.9773 0.9176 0.9526 0.9725 0.9424 0.9164 0.9707 0.9775
2001 1 1 1 1 1 1 1 1 1 1
2002 1.0353 1.0871 1.0377 1.0588 1.0592 1.0461 1.0266 1.0725 0.999 1.039
2003 1.0425 1.1326 1.0672 1.1141 1.1136 1.0846 1.0987 1.1537 1.021 1.0711
2004 1.0713 1.2341 1.1214 1.1199 1.2005 1.13 1.2019 1.2105 1.0323 1.1144
2005 1.1088 1.2669 1.1769 1.1498 1.2856 1.2119 1.2526 1.3144 1.139 1.1795
2006 1.1568 1.3344 1.2299 1.1392 1.3344 1.309 1.4583 1.4455 1.2142 1.2618
2007 1.2274 2.4707 1.3079 1.1359 1.4339 1.4151 1.5774 1.567 1.3144 1.3538
2008 1.264 1.7409 1.4461 1.1526 1.6383 1.5407 1.5929 1.538 1.4848 1.4294
2009 1.5365 2.0087 1.6725 1.1474 1.9101 1.7358 1.7954 1.6991 1.7214 1.6577
2010 1.9257 2.2925 1.7603 1.1736 2.1815 2.1019 1.7123 1.9117 1.7357 1.8956
2011 2.2262 2.6378 1.9209 1.7695 2.4068 2.3152 1.8405 2.083 1.8595 2.1165
2012 2.2926 2.948 2.0899 1.1893 2.6484 2.4827 2.0391 2.394 2.0464 2.2575
Note
X1=  Agriculture Fisheries and Forestry X4=  Electricity Gas and Water X7=  Transport Commu. and Storage
X2=  Mining and Quarrying X5= Construction X8=  Finance and Real Estate
X3=  Manufacturing X6=  Trade Restaurant and Hotel X9=  Community and Social Services
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Appendix 3.3

Estimation of per capita production function

Output may increase with the increase in labour and capital but it does not ensure the increase in per
capita output. Keeping in view this very phenomenon, an aggregate per capita production function for
Nepalese economy is estimated as follows.

InPCRY=-4.805+ 1.349 InPCRK ...........coiiiiiit, 3.1
Pvalue (0.00) (0.00)

R?=0.80 F=140.79(0.00) DW=0.08 N=37

Note: InPCRY=Natural log of real output per workers.
InPRK= Natural log of real capital per workers.

In this paper workers are defines as economically active population. The DW statistics of the estimated
per capita production indicates that the function is suffering from auto correlation. So, estimated
coefficients of per capita capital may not be accurate. So, the following generalized first difference
equation is estimated.

YSTAR=-0.180 + 1.031 KSTAR ......c..ceeevenentn. (3.2)

Pvalue  0.18  (0.00)

R2=0.80, N=37, DW=2.08, F=144.19(0.00)

Note: YSTAR= generalized difference of INPCRY; KSTAR= generalized difference of In PCRK.

This equation is free from auto correlation. The estimated elasticity coefficient is statistically significant
at zero percent level. It means that the elasticity coefficient of original per capita production function
is also 1.031. Using the elasticity coefficient (1.031) as described in methodology the growth in TFP is
estimated. The nature of TFP growth is also shown in figure 3.8.

Figure 3.8: Growth in total factor productivity

TFP Growth
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Source: Author s construction based on data of economic Survey.
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To examine the effect of demographic and other variables on TFP growth and hence the economic
growth following equation is estimated by OLS method.

Factors affecting the TFP growth

TFPGt= 0.024 +0.023DInTOPENt -3.43DInLEXPt -0.235DlnFERTt-O.337DlnPt_1
Pvalue: (0.26) (0.49) (0.005) (0.68) (0.05)
+0.94 DInLITE_+ 0.118DInGEPYt-1 +0.104DInRXt +0.014DInGCY ,...(3.3)
(0.006) (0.006) (0.00) (0.66)
R?>=0.77, N=35, DW= 2.28, F=10.99(0.00), JB=0.44(0.80)
Note: RX= real export; TOPENt= Total trade to GDP ratio; P= General level of price;

GEPY= Govt. expenditure to GDP ratio; GCY= Govt consumption to GDP ratio; LEXPt=Life
expectancy,
FERT=Total fertility rate?, LITE= Literacy rate.

The model is examined for the violation of OLS assumption. DW statistics shows that the model is free
from autocorrelation. JB statistics shows that error term is normally distributed. Thus the findings are
statistically reliable.

Aggregate production function and economically active population

It is clearly seen that per capita capital does matter for economic development. But what is the role of
actual level of economically active population for the growth of income and output of the economy? To
answer this question following aggregate production function is estimated by OLS method.

InRY= 0.8623 + 0.6583 InRK+ 1.37InL..................... 3.4)
Pvalue (0.27) (0.00) (0.00)

R?>=0.97 F=968.21(0.00) DW=0.20 N=37

Note: InRY=Natural log of real output.

InRK= Natural log of real capital.
InL=Natural log of economically active population

The estimated equation shows the positive relationship between real stock of capital, labour force and
real output. The equation is auto-correlated, so estimated elasticity coefficients may be imprecise. To
correct the auto-correlation, the variables of the model are transformed in to generalized fist difference
form estimating the auto correlation coefficient and re-estimated it by OLS method. The estimated
equation is shown in equation 3.5.

YFD= -0.086+0.817 KFD+ 0.563 LFD................. (3.5)

P-value (0.50) (0.00) (0.07)

R2=0.81 F=74.71(0.00)0 DW=2.17 N=36

Note: YFD= Generalized first difference of natural log of real output.

KFD= Generalized first difference of Natural log of real capital.

LFD= Generalized first difference of Natural log of economically active population

The elasticity coefficients of re-estimated equation are statistically significant. The elasticity of capital is
0.817 while that of labour is 0.563. Thus economically active population is positively contributing to increase

2 Continuous data on fertility rate are lacking in CBS so it is taken from World Bank for this estimation purpose
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in real output of the economy. Thus economically active population does matter to the increase in real GDP
at factor cost. The contribution of capital stock to real output is higher than the contribution of labour force.
Thus, higher growth rate in capital may be more preferred to achieve higher growth rate in Nepal.

Return to scale:

Above equation states that elasticity coefficient of capita (a) is equal to 0.81 and elasticity coefficient of
labour (B) is equal to 0.56. Following hypothesis are set to examine the return to scale:

Null hypothesis: a+ =1
Alternative hypothesis: o+  >1

These hypotheses are tested using Wald statistics. The test statistics t, F, and chi-square could not reject
the null hypothesis of constant return to scale. The values of test statistics are below.

Test for return to scale

Test statistics Value Degree of freedom Probability
t-statistics 1.54 33 0.13
F-statistics 2.39 (1,33) 0.13
y’ statistics 2.39 1 0.12

Source: Author s derivation

Since constant return to scale is operating in economy, this aggregate production function reduces to per
capita production function as discussed above. Further analysis will give the same result as we derived
per capita production function. The benefit of estimating aggregate production is that it measures the
elasticity of capital and labour explicitly.
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CHAPTER 4

URBANISATION IN NEPAL.:
SPATIAL PATTERN, SOCIAL DEMOGRAPHY
AND DEVELOPMENT

Bhim Prasad Subedi, Ph.D*.

Abstract

Nepal'’s urbanisation level is low and much of its urbanisation is induced. Twenty seven per
cent of Nepal s population lived in 130 designated urban areas or municipalities in 2014. This
chapter discusses the current level of urbanisation at the national, regional and district level
using data from the population and housing census of 2011 in particular, and earlier censuses
in general. Designated municipalities are referred to as urban areas and 7.2 million people live
in such municipalities currently. Despite a low level of urbanisation, the annual growth rate of
the urban population is 8%, about 6 times higher than the national population. This growth rate
is mainly due to the additions in the number of municipalities during the intercensal periods.
Regional differences are evident with the central development region and Tarai being more
urbanised than mid-west and Mountain. Urban areas of 20,000 to 49,999 people dominate in
number and population share. The urban population is relatively mature and literate compared to the
rural population. Most of the urban areas, especially those newly declared and those in the Mountain
and mid-and far-west, have a rural character in respect to physical facilities, literacy, occupational
structure and educational attainment. Population size appears to be the prime criteria for designating
urban areas and there is a need to come up with a more functional and economic criteria so that it
also reflects urbanism, a missing dimension in urban designation in Nepal.

4.1 Introduction

This chapter discusses the current status of urbanisation and urban growth in Nepal based on the
population and housing census of 2011. The main objectives of the chapter are to: 1) analyse the current
status of urbanisation, its growth and regional pattern, ii) examine the social demographic features of
urban areas, and iii) discuss urbanisation and development status based on selective indicators such
as human development indicators, poverty, availability of basic services and primacy of urban areas.
Government designated municipalities are referred to as urban areas in practice and Nepal largely
practices a population size criteria to declare an area as municipality. This chapter shows that despite
significant improvements in the level of urbanisation over the last decade, Nepal still trails behind all
SAARC countries except Afghanistan. Urban areas lack urban facilities and this is more pronounced

*
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in the case of newly designated municipalities and those in the mountains. Regional inequalities
persist and a tendency of population concentration towards a few urban areas continues. With
respect to social demography, urban areas are reasonably healthy but poverty prevails and a
larger proportion of households in the majority of municipalities, especially in smaller ones, lack
coverage of basic service provisions.

4.1.1 Concepts and definitions

It is important to define three interrelated concepts namely urban, urbanisation and urbanism.
The term urban relates to towns and cities and is defined as places that exceed the threshold
of population size and/or density frequently used by the government and its authorised body
that carries out censuses of the population (The Dictionary of Human Geography, 2003:p.870).
Population is spatially categorised into two categories, rural and urban. This categorisation is
normally based on pattern of residence and characteristics associated with the residential pattern.
In most cases, countries adapt various demographic, spatial and economic criteria to define urban
areas. The areas that meet or exceed these criteria are defined as urban areas and the rest of the
inhabited area is rural. These two spatial categories appear quite distinct in everyday life and
in conversation and use but these terms are not as distinct as they appear on the surface when
analysed in detail. There is no definite line of demarcation between rural and urban landscape and
whatever demarcations there are, are all for convenience or for administrative purposes.

At least three sets of criteria are used to define a place as urban worldwide. These include i) population
size, ii) space and iii) social and economic structure plus functional characteristics. Carter (2010) gives
a few examples of criteria used in various countries. A minimum population size is almost a universally
accepted criterion for defining urban but the size varies by countries. For example, Norway and
Iceland use a population size of 200 or more while Canada uses 1,000 or more and France, Argentina,
Ethiopia, and Israel use 2,000 or more inhabitants as a minimum. Similarly, India and Botswana use
5,000 inhabitants, whereas Japan uses as high as 50,000 inhabitants to be considered as urban. More
importantly, Peru uses the concept of dwellings rather than population per se; Egypt considers its
governorates and district capitals as urban. In addition to the minimum population size, hierarchies of
urban areas are also recognised. In Czechoslovakia, three hierarchies such as large towns, small towns
and agglomerated settlements are defined based on distinct population sizes.

The space criterion is also adapted in combination with a minimum population size by many countries.
The space criterion includes two indicators, namely a minimum population density and contiguity for
incorporation or for exclusion of sub-urban areas. For example, India uses a density criterion of no
less than 390 persons per square kilo metre to be designated as an urban area. Likewise, France uses a
contiguity criterion with no more than 200 metres between houses. Furthermore, in Japan there should
be 60% or more houses in a built-up area to be considered as urban. In Arica, a town is a term normally
used only for European settlements. Australia uses the concept of population cluster indirectly relating
to space criterion together with 1,000 or more inhabitants.

The social and economic structure and functional characteristics are generally used in association with
population size and/or space criterion. Sometimes, settlements are designated as urban by virtue of
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the administrative status of the area such as headquarters, municipalities, centres or towns. Economic
indicators such as the percentage engaged in non-agriculture activities either with respect to the
economically active male population or the population in general or the total-households are used by
many countries. India uses 75% or more of its economically active male population engaged in non-
agriculture activities as one of the criterion, whereas in Israel an urban place must have more than
one-third of its households engaged in non-agriculture activities. Similarly an urban place must have
60% or more of the population engaged in manufacturing, trade or other urban businesses in Japan. In
Czechoslovakia a small town should not have more than 15% of its population active in agriculture.
Households’ access to minimum infrastructure facilities and social provisions is a must to be considered
as urban but specific brackets are implicit in the case of many countries.

While urban ordinarily refers to a spatial entity, the concept of urbanisation can be referred to as a
process of becoming urban or a process by which villages turn into towns and towns develop into
cities. As a demographic process, the end of the sequence is almost a totally urbanised society where
a great majority of a country’s population is living in a few large cities. In other words, urbanisation
refers to changes in the proportion of the population of a country living in defined urban areas (Palen,
1992). Normally urbanisation involves three important factors, behaviour, structure and demography.
Behaviour is reflected as a change in fashion, manner of interpersonal dealings and the behavioural
pattern over time. The structure refers to the evolution of a particular type of economic structure usually
non-agricultural. Demography reflects the concentration of the population in a few localities or areas.

Associated with urbanisation is the term urbanism, which refers to the way in which urban people
appear different than rural people. In vernacular Nepali, urban translates as shahar and urban people
as shahariya. On the other hand, rural translates as gaun and rural people as gaunle. In addition, in
Nepali another term kanthe is also used to refer to people in-between i.e., between urban and rural.
More generally, people living close to or encircling urban areas are referred to as kanthe. However, for
unknown reasons, these two terms namely kanth and kanthe are commonly used in a more derogatory
than respected identity. Kanth may loosely be translated as peri-urban in native English and kanthe
as peri-urbanites. However, these terms are arguable and need more detailed investigation, which is
beyond the scope of this chapter. The intention here is to only recognise these Nepalese terms and
concepts that have often been overlooked in earlier studies of urbanisation in Nepal.

In laymen’s terms in Nepal, rural equates with simplicity and urban with complexity. Likewise, rural
directly or indirectly indicates agrarian, subsistence nature and a traditional way of life, whereas urban
indicates the opposite i.e., non-agricultural, commercial and so called modern way of life. In a more
derogatory sense, often rurality is perceived, especially by urbanites, as “uncivilised” and urbanism as
“more civilised.” Therefore urbanism is related to these complexities and ruralism to these simplicities.
In the context of Nepal it is yet to be analysed whether urban areas reflect urbanism or ruralism. This
is an important area to be explored especially in the context of the existing practice of the government
to declare municipalities without considering the economic structure, functional bases and contiguity
of settlements'.

1 This important issue is beyond the scope of this chapter for technical and practical reasons of time and data (weight age)
inconsistencies.
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4.1.2 Urban concept as adopted in Nepal

Nepal largely practices the population size criteria to declare urban areas. From 1961 to 1990 the
Nepali term nagar panchayat was used to denote urban areas (municipalities), while after 1990 the
term nagar panchayat has been replaced by the term nagarpalika. Over the years, there have been
attempts to define urban areas using urban facilities, stature as a municipality and annual revenue to
further categorise the hierarchy of municipalities (for details see, Bastola 1995, Sharma 2003, Subedi
2010). A regional dimension with respect to population size is adapted to designate urban areas2. In
Hill (including Mountain) the minimum population size of 10,000 is set, which means to be designated
as a municipality a particular area has to have more than 10,000 populations. Correspondingly, in
the Tarai, the figure is set as more than 20,000. The latest legal instruments i.e., the Municipality Act
1992 and the Local Self-governance Act 1999 recognise further subdivisions in existing municipalities.
As a result, three categories of municipalities are recognised namely mahanagarpalika (metropolitan),
upa-mahanagarpalika (sub-metropolitan and nagarpalika (municipality) on the basis of population
size, annual revenue and level of infrastructure facilities available in the municipalities. In addition,
a regional dimension is also acknowledged with respect to population size when granting municipal
status to a settlement. In addition to the minimum population size outlined above, the annual revenue
of NRs.500,000 or more in the Hill and NRs 5 million or more in the Tarai is a minimum requirement
for a municipality. Likewise, minimum urban facilities such as electricity, road, drinking water,
communication and other similar facilities are also considered as the rudiments of a municipality,
irrespective of region.

Of the three categories of municipalities, those fulfilling the minimum of the above mentioned
population size, revenue and basic facilities apply to being a municipality in general. For the next
higher order municipality there are further qualifications on the existing criteria. To qualify as
upa-mahanagarpalika (sub-metropolitan), the population has to be more than 100,000, with an
annual revenue of at least NRs.100 million and an infrastructure for national and international
sports events, city halls, etc. Similarly, to be classified as a mahanagarpalika (the metropolitan),
the population within the municipal boundary has to be more than 300,000, the annual revenue at
least NRs. 400 million and there have to be infrastructure facilities for international sports events,
universities, specialised services etc. Taking into consideration these criteria, by 2001 there was
only one metropolitan i.e., Kathmandu and four sub-metropolitans, Biratnagar, Lalitpur, Pokhara
and Birgunj. This is still the same in the 2011 census although their relative status in terms of
population size has changed.

4.1.3 Data limitations

As a government agency the Central Bureau of Statistics (CBS) is mandated to carry out decennial
censuses and it has been conducting population censuses since its establishment. During the
administration of the Population and Housing Census 2011, there were only 58 municipalities. The
Bureau used Form I for total enumeration and Form II was administered on a sample basis to every
eighth household. When the results were published, weight age was applied to the data obtained from
Form II to make the data compatible with those from Form I. As per CBS sources (see elsewhere
in this monograph) the weight age for urban and rural areas were different. After the results of the
2011 census were formally published by the Central Bureau of Statistics, the government of Nepal, on

2  The terms ‘urban areas’ and ‘municipalities’ are used interchangeably throughout this document.
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May 8, 2014, declared an additional 72 municipalities incorporating more than 283 existing VDCs. In
addition it also annexed a few VDCs in the existing municipalities (see Table 3, 4 and 6 below). As
a result, the total number of municipalities (urban areas) is now 130. It is also clear that many VDCs
who have the potential to be municipalities were not declared as such, since the Committee formed to
designate additional municipalities could not conclude whether to declare these VDCs as municipalities
or not (personal communication with Committee members, 2014). Notable are many VDCs in the
Kathmandu valley (including Jorpati which has a higher growth rate than existing municipalities of the
Kathmandu valley) that meet all the requirements but still remain VDCs. The declaration was made in
haste, alongside the declaration the government formed another Committee to recommend additional
municipalities and resolve pending issues. For this chapter, this untimely declaration of 130 (more
municipalities are likely to be declared in the near future) has resulted in important implications on data
limitation. For reasons of different weight age for urban and rural areas, data available from Form II
could not be made available for this chapter. Therefore, in the following analysis some inconsistencies
are evident. Most sections use information on the 130 municipalities but in a few cases information
on only 58 municipalities is used. (A note has been provided in such cases). Furthermore meaningful
analysis could not undertaken due to this.

4.2 Urbanisation and urban areas in general

4.2.1 Urban situation at a glance

Information on urban population in Nepal dates back to the 1952/54 census. Despite the use of the term
shahar in earlier reports of the population count, no formal definitions were provided in the census except
the mention of prominent settlements. The census of 2011 specified ten prominent settlements with
more than 5,000 inhabitants. In subsequent years urban areas were defined by various acts promulgated
for the politico-administrative division of the country. The number of urban areas or municipalities
as of October 2014 is 130. However, as noted above during the administration of the Population and
Housing Census of 2011, there were only 58 municipalities in the country. In 1961 there were 16 nagar
panchayats (municipalities), the number increased to 23 in 1981. Between the 1981 and 1991 censuses,
10 more municipalities were added making the number 33. By the 2001 census it had reached 58. By
2014, there are 130 municipalities and more than 60 are in the pipeline® (personal communication with
officials in the Ministry of Federal Affairs and Local Development, 2014).

Table 4.1 gives summary information on the existing urban situation in Nepal in 2014. With a total
of 130 municipalities, approximately 7.2 million people live in officially designated municipalities
i.e., urban areas. This is 27.2% of the country’s total population of 26,494,504 as recorded in the 2011
census. The average household size in urban areas is 4.4 persons against the national average of 4.9
persons. Females outnumber males in urban areas. This is similar to the national average but the female-
male numerical gap is closer in urban areas than in the country as a whole. The sex ratio (measured as
the number of males per 100 females) is 96.3 in urban area whereas the national average is 94.2. This
suggests that there are more males than females in urban areas compared with the national average.

3 Informally, the ministry people also noted that the government was also discussing the possibility of declaring all
remaining VDCs of Kathmandu valley as municipalities by reorganising or regrouping them. They were waiting for the
recommendations of the committee formed on May 2014.
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Table 4.1: Urban situation at a Glance 2014

SN | Description Facts
1. Total municipalities 130
2 Total urban households 1,642,197
3. Urban population 7,199,514
4, Percentage urban 27.2%
5. Household size 4.38
6 Male 3,532,434 (49.1%)
7. Female 3,667,080 (50.9%)
8. Sex ratio 96.3
9. Population of largest municipality (Kathmandu) 975,453

Source: Based on Population and Housing Census, 2011.

By all international standards and by any criteria, Nepal’s level of urbanisation is low. According to
the State of World Population 2011, more than 50% of people live in urban areas in the world. In less
developed countries it is 45% urban, and even the average level of urbanisation in least developed
countries is 29%. Nepal is the least urbanised country with respect to its neighbouring countries as well.
In 2011, India’s level of urbanisation was 30%, Bhutan’s 35% and Bangladesh’s 29%. Afghanistan,
with an urbanisation level of 23% is the only SAARC country that has a lower urbanisation level than
Nepal. Likewise in China, 47% of its people live in urban areas and in Pakistan the corresponding
proportion is 36% (see UNFPA 2011). Nepal’s recent decision to declare 72 new municipalities, adding
10% to the urban population, indicates the nation’s intention to make its urbanisation level largely
on a par with other South Asian countries. This is also one more step to achieving the government’s
ambition to upgrade the nation’s status from a least developed country to a developing one by 2022.

4.2.2 Urban areas in 2011

Of'the 75 districts in the country, 62 districts have one or more municipalities. Thirteen districts do not
have any municipalities at all to date. Most the districts without a municipality are from the Mountain
region. Of the total 16 mountain districts, only seven districts have urban areas. Sankhuwasabha, an
exception, has two municipalities; otherwise all mountain districts have only one urban area. In the
case of Hill, 35 out of 39 districts have one or more municipalities and four do not have any. Districts
without municipalities in the hill include, Rolpa, Rukum, Jajarkot, and Ramechhap*. The first three are
located in the Mid-western development region.

An analysis of the occasions where municipal areas have been declared suggests that the declarations
have been made at random. The declarations do not necessarily follow any systematic evolutionary
pattern of population growth of an area or development infrastructure facilities there. To date in
the history of seven decades since 1950, the existing 130 municipalities have been declared on 14
occasions. The first declaration was in 1953 when six prominent localities including Kathmandu,
Biratnagar, Lalitpur, Bhaktapur, Birgunj and Bhadrapur, were declared as urban areas. Table 4.2
presents a summary of the years when the 130 municipalities were declared, by development region.

4 Manthali, the district headquarters of Ramechhap was supposed to be declared as municipality earlier but because of the
debate over the areas to be incorporated within the municipality and its name, it was not proposed by the Committee that
recommended 72 municipalities (personal communication with the Committee member).
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The largest number of municipalities was declared in 2014 and 1997. It is interesting to note that on
most occasions, the same government that conducts the decennial censuses and uses its results for
planning and development of the country has almost, as a rule, declared municipalities soon after the
census operations are over and not before its operation. It is not known whether it is intentional or
accidental but it shows an insensitivity on the part of national government and a poor coordination
between agencies that are responsible to declare/define urban areas and agencies that are responsible to
carry-out census operations.

Table 4.2: Number of urban areas by gazetted year and by development region

Development Regions
Gazetted year - Total
Eastern Central Western Mid-western Far-western
1953 2 4 - - - 6
1957 - - 1 - - 1
1959 1 - 1 - - 2
1962 2 1 1 1 - 5
1967 - - 1 - - 1
1969 - 1 - - - 1
1976 1 - - 1 1 3
1977 - - - - 1 1
1978 1 1 - 1 - 3
1982 1 3 1 - 1 6
1986 1 3 - - - 4
1992 - 1 1 - 3
1997 5 6 6 2 22
2014 23 15 20 6 72

IZVOOIte: The dates are based on CBS 1995, 2003 and Ministry of Federal Affairs and Local Development,
4.

As population distribution is uneven by ecological and development regions, so is the number of
urban areas and the years they were declared as urban areas. In 2001, 29 out of 58 municipalities were
located in the Tarai region. The Hill region had 27 and Mountain region had only 2 municipalities.
By 2014, the distribution is more skewed towards Tarai than before. Of the 130 municipalities, 70
are located in Tarai, eight in Mountain and the remainder in Hill. The average population size of
the municipalities is 55,381. The newly added municipalities have much lower average population
sizes than the earlier ones. For example, the average population of 58 municipalities is 75,967,
while the newly added ones have an average population of 38,798 only. This means the average
population of new municipalities is about half that of earlier ones. The overall sex ratio of newly
added municipalities is much lower than the older ones. While the newly added ones have an
average sex ratio of 89.9 the corresponding figure for older ones is 100.6. The average household
size in the newly added municipalities is much higher (4.7 persons) and fairly close to the national
average, while in the older ones it is much lower at 4.2 persons. Demographically, all these factors
indicate that the added municipalities are much more rural in character.
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Table 4.3 presents the list of municipalities, their gazette year, the population of each of the municipalities
and their sex ratio for the eastern development region. Of all the municipalities in the region, Biratnagar
and Bhadrapur are the oldest ones. Rajbiraj comes next and all three are in the Tarai region®. In the Hill,
Ilam is the oldest municipality and it was gazetted in 1962 together with Dharan (Tarai). The majority
of municipalities in Table 3 were gazetted in 2014. The population sizes of municipalities range from
201,125 (Biratnagar) to as small as 16,102 (Bhojpur). All three municipalities in the eastern mountain
have population sizes larger than many Hill municipalities. As a general rule municipalities located in
the Tarai have larger population sizes than those located in Hill and Mountain.

Table 4.3: Eastern Development Region: municipalities, gazetted year, population and sex ratio

by districts, 2011
District l\ljl?ll:lliii([))fatl:lt; Gazetted year * Population Sex ratio
Mountain
1. Taplejung 1.Taplejung 2014 (2071) 19,085 90.1
2.Sankhuwasabha 2.Khandbari 1997 (2053) 26,301 90.3
3. Chainpur 2014 (2071) 24,735 86.8
Hills
3.Panchthar 4. Phidim 2014 (2071) 24,768 90.5
4. Tllam 5. Ilam 1962 (2019) 18,633 92.4
6. Suryodaya 2014 (2071) 27,040 96.7
5. Bhojpur 7. Bhojpur 2014 (2071) 16,102 87.7
6. Terhathum 8. Myanglung 2014 (2071) 19,659 86.3
7. Dhankuta 9. Dhankuta 1978 (2035) 26,440 88.0
6. Khotang 10. Diktel 2014 (2071) 17,793 89.7
7. Okhaldhunga 11. Siddhicharan 2014 (2071) 16,696 83.5
8. Udayapur 12. Triyuga 1997 (2053) 70,000 88.7
13. Beltar-Basaha 2014 (2071) 23,918 81.9
14. Katari 2014 (2071) 28,123 89.0
Tarai
9. Jhapa 15. Bhadrapur 1953 (2009) 18,164 95.6
16. Damak 1982 (2039) 75,102 89.3
17. Mechinagar 1997 (2053) 57,545 92.1
18. Birtamod 2014 (2071) 60,174 95.5
19. Shani-Arjun 2014 (2071) 45,174 90.1
20 Kankai 2014 (2071) 40,141 85.8
10. Morang 21.Biratnagar (SM) 1953 (2009) 201,125 102.8
22. Urlabari 2014 (2071) 35,166 86.3

(Table continues...)

5 The term “region” has been used to denote ecological as well as development regions. Mountain, Hill and Tarai are
ecological regions and Eastern, Central, Western, Mid-western and Far-western are development regions. There
is also a practice of referring to ecological zones rather than ecological regions. However, throughout this paper for

convenience, the term region is used in both cases.
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(Annex 4.3 continued...)

District l\ljl?llrllliii(l))fatl:lt; Gazetted year * Population Sex ratio

23. Belbari 2014 (2071) 31,647 85.2
24. Pathari-
Shanishchare 2014 (2071) 49,808 82.7
25. Sundar-Dulari 2014 (2071) 32,795 88.6
26. Koshi-Haraicha 2014 (2071) 47,723 87.6
27. Rangeli 2014 (2071) 28,516 97.2

11. Sunsari 28. Dharan** 1962 (2019) 133,082 88.5
29. Inaruwa 1986 (2043) 28,454 99.3
30 Itahari 1997 (2053) 74,501 90.7
31. Dhuhabi-Bhaluwa 2014 (2071) 25,545 100.4

12. Saptari 32. Rajbiraj 1959 (2016) 37,738 109.0
33. Shambhunath 2014 (2071) 30,207 90.3
34. Kanchanrup 2014 (2071) 48,691 94.4

14. Siraha 35. Lahan 1976 (2032) 33,653 105.6
36. Siraha 1997 (2053) 28,442 94.8
37. Mirchaiya 2014 (2071) 45,716 97.0

Note: * Gazetted year for municipalities declared prior to 2001 is taken from Sharma 2003.
** The government of Nepal decided to annex Panchkanya in the existing Dharan municipality
on May 8, 2 014.
SM is an abbreviation for sub-metropolitan.

Source: Based on data obtained from CBS, 2014.

The average sex ratio in the municipalities of eastern region ranges from as high as 109 in Rajbiraj to as
low as 81.9 in Beltar-Basaha (Udayapur). Pathari-Sanischare (82.7), Siddhicharan (83.5), Beltari (85.2) and
Kankai (85.8) are other municipalities with low sex ratios. On the contrary, apart from Rajbiraj, municipalities
with high sex ratios are Lahan (105.6), Biratnagar (102.8) and Dhuhabi-Bhaluwa (100.4). Of the total 37
municipalities only four municipalities have sex ratios higher than 100. None of the municipalities in Hill and
Mountain have sex ratios higher than 97. The sex ratio in most of Hill and Mountain municipalities is in the
80’s. The lower sex ratio in 33 municipalities in the eastern region is largely a reflection of external migration
of males from these areas. Relatively higher sex ratios in the Tarai municipalities are likely to be a reflection
of lower external migration from these areas compared with Hill and Mountain regions respectively.

Table 4.4 presents the list of municipalities, their gazette year, population of each of the municipalities and
their sex ratio for the central development region. Kathmandu, the capital city is the oldest municipality
gazetted in 1953. Three other municipalities namely Lalitpur, Bhaktapur and Birgunj were gazetted in the
same year. Fifteen out of 35 municipalities are latest additions. Among the newly added municipalities,
eleven are in the Tarai while only four are in Hill and Mountain. Chautara is the latest addition in central
mountain. Of all the development regions, inequality in population sizes of municipalities is largest in the
central region. Kathmandu has nearly one million people while Dhulikhel, gazetted as early as 1986, has
only 14,283 people. The population of the largest municipality in this region is 68.3 times higher than the
population of the smallest one. Dhulikhel, Chautara, Thaha, Bidur and Panauti are the smallest municipalities
and Kathmandu, Lalitpur, Bharatpur, Birgunj and Hetauda are the largest municipalities, all with populations
over 100,000. The population of the first ranked municipality i.e., metropolitan, has a population 4.4 times
higher than the second ranking municipality Lalitpur (sub-metropolitan) in this region.
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Table 4.4: Central development region: urban areas, gazetted year, population and sex ratio
by districts, 2011

District Name of Municipality | Gazetted year* | Population Sex ratio
Mountain
1. Dolakha 1. Bhimeshwor 1997 (2053) 22,537 87.1
2. Sindhupalchok 2. Chautara 2014 (2071) 15,606 88.2
Hill
3. Sindhuli 3. Kamalamai 1997 (2053) 39,413 91.1
4. Banepa 1982 (2039) 24,764 99.1
5. Dhulikhel 1986 (2043) 14,283 99.5
4. Kavrepalanchok -
6. Panauti 1997 (2053) 27,358 91.8
7. Panchkhal 2014 (2071 33,847 90.6
8. Bhaktapur 1953 (2009) 81,748 101.0
5. Bhaktapur —
9. Madhyapur Thimi 1997 (2053) 83,036 106.0
6. Lalitpur 10. Lalitpur (SM) 1953 (2009) 220,802 106.3
11. Kathmandu (M) 1953 (2009) 975,453 110.4
7. Kathmandu —
12. Kirtipur 1997 (2053) 65,602 125.2
8. Nuwakot 13. Bidur 1986 (2043) 26,750 90.6
9. Dhading 14. Nilkantha 2014 (2071) 39,578 84.4
15. Hetauda** 1969 (2026) 135,745 96.3
10.Makwanpur
16. Thaha 2014 (2071) 21,717 90.5
Tarai
17. Janakpur 1962 (2019) 97,776 112.8
11. Dhanusha 18. Dhanushadham 2014 (2071) 45,008 94.1
19. Chhireshwornath 2014 (2071) 43,745 104.9
) 20.Jaleshwor 1982 (2039) 23,533 98.8
12. Mahottari
21. Gaushala 2014 (2071) 32,111 101.9
22. Malangawa 1986 (2043) 25,102 106.7
. 23. Harion 2014 (2071) 42,783 94.8
13.Sarlahi -
24. Lalbandi 2014 (2071) 30,785 92.4
25. Ishworpur 2014 (2071) 40,511 95.7
26. Gaur 1992 (2048) 34,937 109.9
14. Rautahat
27. Chandrapur 2014 (2071) 72,059 99.1
28. Kalaiya 1982 (2039) 42,826 109.5
15. Bara 29. Gadhimai 2014 (2071) 83,367 100.5
30. Nijgadh 2014 (2071) 35,335 93.0
16. Parsa 31. Birgunj (SM) 1953 (2009) 135,904 114.6
32. Bharatpur 1978 (2035) 143,836 98.0
. 33. Ratnanagar 1997 (2053) 46,367 91.6
17. Chitwan - -
34. Khairahani 2014 (2071) 46,398 87.6
35. Chitraban 2014 (2071) 26,579 82.5
Note: * Gazetted year for municipalities declared prior to 2001 is taken from Sharma 2003.

** The government of Nepal decided to annex four VDCs namely Padampokhari, Churiyamai, Hatiya and Harnamadi in
the existing Hetauda municipality on May 8, 2014.
Source: Source: Based on data obtained from CBS, 2014.
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The average sex ratio in the municipalities in the central region ranges from a maximum of 125.2 in
Kirtipur to a minimum of 82.5 in Chitraban (Chitwan). Birgunj (114.6), Janakpur (112.8), Kathmandu
(1110.4), Gaur (109.9), Kalaiya (109.5) are other municipalities with a high sex ratio. All municipalities
in the Kathmandu valley and the majority of municipalities in the Tarai in this region have high sex
ratios and therefore have a numerical dominance of males over females. It is likely that this high sex
ratio is explained by the high rate of internal rural to urban migration in these urban areas. This region
is probably notable for the reason that more than 37% of municipalities have sex ratios over 100.

Table 4.5 presents the list of urban areas and their associated features for western development region.
Tansen is the oldest municipality in the region, gazetted in 1957. Butwal, Pokhara and Siddharthanagar
were gazetted in 1959, 1962 and 1967 respectively. Until 1981 there were only four municipalities.
Kapilvastu was added in 1982 and Byas in 1992. Twenty out of 32 are newly added municipalities.
In 2014, Pokhara was the largest municipality (sub-metropolitan) and its population is 20 times
higher than Chapakot (12,742), the smallest in the region. Chapakot and Bandipur are the only two
municipalities with a population less than 20,000. Pokhara, Butwal, Tilottama, Siddharthanagar and
Lumbini Sanakritic are the five largest municipalities in the region. All of them have a population of
more than 60,000.

Table 4.5: Western development region: urban areas, gazetted year, population and sex ratio by

districts, 2011
District Name of Municipality Date gazetted Population rii?o
Hill
1.Gorkha 1. Gorkha (Prithvi N) 1997 (2053) 32,473 82.8
2. Lamjung 2. Besishahar 2014 (2071) 26,640 81.0
3. Byas Municipality 1992 (2048) 42,899 82.4
3. Tanahu 4. Shukla Gandaki 2014 (2071) 38,307 79.0
5. Bandipur 2014 (2071) 15,591 82.9
4. Kaski 6. Pokhara (SM) 1962 (2019) 255,465 97.7
7. Lekhnath 1997 (2053) 58,816 84.1
8. Putalibazar 1997 (2053) 30,704 79.0
5. Syangja 9. Waling 1997 (2053) 24,006 81.9
10. Chapakot 2014 (2071) 12,742 73.5
6. Myagdi 11. Beni Municipality 2014 (2071) 28,511 82.5
7. Baglung 12. Baglung 1997 (2053) 29,360 85.8
8. Parbat 13. Kushma 2014 (2071) 32,419 83.4
9. Gulmi 14. Resunga 2014 (2071) 28,736 80.5
15. Tansen 1957 (2014) 29,095 89.5
10. Palpa
16. Rampur 2014 (2071) 35,396 77.4
11. Arghakhanchi 17. Shandhikharka 2014 (2071) 40,422 80.2
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(Annex 4.5 continued...)

District Name of Municipality Date gazetted Population riet?o
Tarai
18. Ramgram 1997 (2053) 25,990 97.1
19. Sunawal 2014 (2071) 39,843 85.2
. 20. Gaidakot 2014 (2071) 55,205 92.7
12. Nawalparasi -
21. Kawasoti 2014 (2071) 56,788 85.0
22. Devchuli 2014 (2071) 31,484 85.3
23. Bardaghat 2014 (2071) 34,417 84.1
24. Butwal 1959 (2016) 118,462 98.6
25. Siddharthanagar 1967 (2024) 63,483 99.6
. 26. Sainamaina 2014 (2071) 45,178 84.5
13. Rupandehi — .
27. Lumbini Sanskritik 2014 (2071) 61,157 98.6
28. Devdaha 2014 (2071) 42,953 84.6
29. Tilottama 2014 (2071) 93,183 88.5
30. Kapilvastu 1982 (2039) 30,428 99.9
14. Kapilvastu 31. Krishna Nagar 2014 (2071) 20,395 109.4
32. Shivaraj 2014 (2071) 49,988 99.6

Note: None of the mountain districts of western development region has a municipality.
SM is an abbreviation for sub-metropolitan.

Source: Based on data obtained from CBS, 2003, 2014.

The average sex ratio in the municipalities in western region ranges from a maximum of 109.4 in
Krishnanagar to a minimum of 73.5 in Chapakot (Syangja). This is probably the lowest sex ratio of all
130 municipalities in the country. This lowest sex ratio is primarily attributed to a high level of external
migration. Syangja is among the districts that records the largest proportion of external migrants. With
the exception of Krishnanagar, the rest of the municipalities have a sex ratio lower than 100. Among
municipalities with a very low sex ratio are Rampur, Putalibazar, Sukla Gandaki, Sandhikharka, and
Resunga. The low sex ratios are obviously the reflection of male selective labour migration from these
areas. This region is notable for the reason that, except in one, all municipalities in the Tarai also have
sex ratios lower than 100.

Table 4.6 presents the list of urban areas and their associated features for mid-western development
region. Nepalgunj is the oldest municipality in the region, gazetted in 1962. Birendranagar, Ghorahi
and Tulsipur were gazetted in 1976, 1978 and 1992 respectively. Until 1981 there were only three
municipalities. Gulariya and Narayan were added in 1997. Six out of 12 municipalities’ were added
in 2014. Birendranagar is the largest municipality with 85,138 people. This is 4.5 times higher than
Chandannath (19,047), the smallest and the only municipality in Mid-western Mountain. Nepalgunj
is the second largest municipality. With the exception of Chandannath and Narayan, the rest of the
municipalities have a population size of more than 30,000 people. Similar to eastern and western
development regions, the municipalities of Tarai in this region have a larger population size that those
located in Hill and Mountain.
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Table 4.6: Mid-western development region: urban areas, gazetted year, population and sex ratio

by districts, 2011
District | Name of Municipality | Date gazetted | Population | Sex ratio
Mountain
1. Jumla | 1. Chandan Nath | 2014 (2071) | 19,047 | 96.8
Hill
2. Pyuthan 2. Pyuthan 2014 (2071) 38,536 77.3
3. Salyan 3. Sharada 2014 (2071) 33,730 86.7
) 4. Narayan 1997 (2053) 21,110 87.7
4. Dailekh
5. Dullu 2014 (2071) 30,457 94.8
5. Surkhet 6. Birendranagar™ 1976 (2033) 85,138 94.5
Tarai
7. Ghorahi 1978 (2035) 62,928 91.7
6. Dang -
8. Tulsipur 1992 (2048) 51,537 92.0
9. Nepalgunj 1962 (2019) 72,503 105.4
7. Banke
10. Kohalpur 2014 (2071) 62,177 92.8
. 11. Gulariya 1997 (2053) 55,747 100.7
8. Bardiya -
12. Rajapur 2014 (2071) 52,438 94.2

Note: * The government of Nepal decided to annex two VDCs namely Latikoili and Uttar Ganga in the
existing Birendranagar municipality on May 8, 2014.

Source: CBS 2003, 2014.

The average sex ratio in the municipalities in mid-western region ranges from a maximum of 105.4 in
Nepalgunj to a minimum of 77.3 in Pyuthan. Of the 12 municipalities there are only two that have a
sex ratio of more than 100. Municipalities with a very low sex ratio include Sharada and Narayan. Sex
ratios over 100 in Nepalgunj and Gulariya are likely to be because of their statue as district headquarters
attracting internal migrants.

Table 4.7 presents the list of urban areas and their associated features for far-western development region.
Dhangadhi is the oldest municipality in the region, gazetted in 1976. Mahendranagar (Bhimdutta) was
gazetted in the following year and Dipayal-Silgadhi was gazetted in 1982. Until 1991 there were only
three municipalities in the region. In 1997 Tikapur, Amargadhi and Dasharathchand were added. Of the
14 municipalities eight were added in 2014. Bhimdutta is the largest municipality and its population
is more than six-times greater than Dasharathchand, the smallest in the region. Two municipalities,
Bhimdutta and Dhangadhi, have a population of more than 100,000. There are two municipalities in the
far-western mountain and both of them have population sizes of over 20,000.
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Table 4.7: Far-western region: urban areas, gazetted year, population and sex ratio by
districts, 2011

District Name of Municipality Date gazetted | Population | Sex ratio
Mountain

1. Bajhang 1. Jayaprithvi 2014 (2071) 20,280 92.4

2. Darchula 2. Api 2014 (2071) 20,797 93.0
Hill

3. Achham 3. Mangalsen 2014 (2071) 23,150 85.4

4. Sanfebagar 2014 (2071) 18,239 83.3

4. Doti 5. Dipayal Silgadhi 1982 (2038) 23,416 85.2

5. Baitadi 6. Dasharathchanda 1997 (2053) 16,791 84.3

6. Dadeldhura 7. Amargadhi 1997 (2038) 21,245 89.0
Tarai

7 Kailali 8. Dhangadhi 1976 (2033) 101,970 101.8

9. Tikapur 1997 (2053) 56,127 92.0

10. Lamki-Chuha 2014 (2071) 61,352 88.1

11. Attariya 2014 (2071) 72,521 91.4

8. Kanchanpur 12. Bhimdatta 1977 (2034) 104,599 95.5

13. Punarbas 2014 (2071) 43,996 86.3

14. Belouri 2014 (2071) 53,544 90.6

Source: CBS 2003, 2014.

The average sex ratio in the municipalities in far-western region ranges from a maximum of 101.8 in
Dhangadhi to a minimum of §83.3 in Sanfebagar (Achham). Dhangadhi is the only municipality with
a sex ratio over 100. Seven out of 14 municipalities have sex ratios lower than 90. Long standing
outmigration of males to India and recent migration to West Asia and Malaysia are a likely explanation
for the low sex ratio in these municipalities. As noted earlier, a low sex ratio is also a characteristic of
rural Nepal in general in recent years.

4.3 Urbanisation and urban growth in Nepal

4.3.1 Urban growth in general

Nepal’s urban growth is primarily characterised by 1) an increase in the number of municipalities, ii) an
expansion in the urban area, and iii) a relatively steady increase in the urban population in the designated
urban areas in the initial years, iv) a rapid increase of population in recent years, and v) consistent
increases in the percentage share of urban population to the total population and rural population. Table
8 shows the changing number of urban areas, their population size and percentage share of the urban
population from the 1952/54 census to the 2011 census. Over the last 60 years the number of urban
places or municipalities has increased from 10 in the 1950s to 130 in 2014. The population size has
increased from 238,275 to 4,523,820 (including institutional population) i.e., an increase by 19 times by
2011. With new municipalities in 2014, the population increase over the decades is more than 30 fold.
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Table 4.8: Urban places, population sizes and per cent share of urban population, 1952/54- 2014

Urban population as percentage of
No. of urban places . .
Year e . Population size . Rural
(municipalities) Total population .
population

1952/54 10 238,275 2.9 3.0
1961 16 336,222 3.6 3.7
1971 16 461,938 4.0 4.2
1981 23 956,721 6.4 6.8
1991 33 1,695,719 9.2 10.1
2001 58 3,227,879 13.9 16.2
2011 58 4,523,820 17.1 20.6
2014%* 130 7,199,514 27.2 373

Note. 1. Government of Nepal declared 72 additional (new) municipalities on May 8, 2014 by re-
organising 283 Village Development Committees (VDCs). These 72 municipalities were part
of the VDCs during the undertaking of the Population and Housing Census 2011.
2. Although 72 municipalities were added recently the combined urban population refers to the
population census of 2011.
3. Unless stated otherwise, the urban population in 2014 refers to the non-institutional population only.

Source: CBS 1995, 2003, 2014.

The level of urbanisation measured as a percentage of people living in urban areas has increased steadily
from the 1950°s to 2001. From 2001 to 2011 there was an addition of approximately 1.3 million people
in 58 urban places common to both censuses. With new municipalities there has been an increase
of more than 2.6 million people. The urban population as a percentage of the total population of the
country reached 27.2% by 2014 and with new declarations there has been an in situ urbanisation of
10%. Following a similar pattern, the urban population as a percentage of the rural population reached
37.3% in 2014 and when only 58 municipalities are taken into account, it reached 20.6% in 2011. Since
urbanisation is considered as one of the significant indicators of development and that development is
the most warranted issue of the country, all these urban related changes suggest a positive growth of
the country as a whole.

4.3.2 Urban population growth rates

A general characteristic of the population in less developed countries is that urban growth rates are far
higher than their national averages. Nepal is not an exception. From the census data since 1961 it is
obvious that population growth rates of urban places are far higher than the national average growth
rates (Figure 4.1). However, the direction change i.e., ups and downs, normally follow the national
trend. On average the gap between the urban population growth rate and the national growth rate is 3.4
percentage points. It ranges from 1.11 percentage points in 1971 to as high as 6.67 percentage points
in 2014. It is however, to be noted that the higher gaps between national and urban growth rates are
largely explained by the increase in the number of urban places compared with the census of 2011. For
example, in 1971 there were 16 urban places and 7 more were added to the list in 1981. In the meantime
some wards or VDCs adjacent to existing municipalities were annexed in the respective municipality
e.g. Pokhara, and Kathmandu. Likewise in 1991 there were 33 (30+3) municipalities and by 2001 the
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number reached 58. Furthermore, in 2014, after the census results were published, an additional 72
municipalities were declared increasing the total number of urban places to 130.

Figure 4.1: Growth rates of urban and national total population, 1961-2011
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A note of caution is that the growth rates are not strictly comparable over the census years because of
the increase in the number of municipalities over census periods and the annexation of adjacent VDCs
or VDC wards in the successive censuses. Therefore, these figures should be taken as an overall trend
of the direction of urban growth in the country.

4.4  Spatial pattern of urbanisation

This section discusses spatial patterns of urbanisation at two levels. First it discusses the distribution
pattern at the regional level, both ecological and development regions. No separate discussion of
ecological and development regions is made for reasons of convenience and also because there are
not many urban areas in the mountains that deserve separate discussion. Second, it discusses the
urbanisation pattern by districts.

4.4.1 Urbanisation by ecological and development regions

As Nepal is made up of diverse landscapes ranging from plain, valleys and tars, and hills and mountains,
the pattern of population concentration varies by type of landscape. Human settlement patterns in Nepal
to date are largely governed by the availability of fertile (plus flat) land, which is normally available
in the plains and in the valleys; the lowlands or plains are more densely settled than the hills and
mountains. Urbanisation on the other hand is largely associated with population concentration rather
than general population distribution. Therefore, by population concentration it is quite natural to have
more urban localities in the plains and valley areas than in the hills and mountains. Nepal’s current
distribution of municipalities clearly reflects this.
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Table 4.9 shows the distribution of 130 municipalities by ecological and development regions.
There is spatial inequality in the distribution of municipalities in terms of both ecological regions
and development regions. The level of inequality is far higher in respect to ecological regions than
development regions. Ecologically, 54% of municipalities are located in the Tarai, 40 % in Hills and
only 6% in Mountain. With respect to development regions, eastern region ranks first with 28.5% (37
municipalities), closely followed by central region with a share of 27%. Western region has one-fourth
of the nation’s total municipalities while Far-west and Mid-west trail behind with their shares at 9%
and 11% respectively.

Table 4.9: Distribution of municipalities by regions, 2014

Ecological Development regions Total
regions

EDR CDR WDR MWDR | FWDR. No Per cent
Mountain 3 2 0 1 8 6.1
Hill 11 14 17 5 52 40.0
Tarai 23 19 15 6 70 53.9
No. 37 35 32 12 14 130 100

Nepal
% 28.5 26.9 24.6 9.2 10.8 100

Source: CBS, 2014.

The regional imbalance in urban population distribution is much greater than the imbalance in the
distribution of municipalities by number. Table 10 shows the distribution of the urban population
and its respective share by both types of regions. Ecologically, similar to its share in the number of
municipalities, Tarai has the largest proportion of the urban population. Fifty four per cent of the urban
population live in different categories of municipalities in Tarai. Hill has almost 44% of the urban
population (higher than its share in number of municipalities) and the share of Mountain is minimal
at 2.3%. This lowest share in Mountain is a reflection of the fact that it only has a few municipalities
as well as a smaller population size in those municipalities. The increase in the share of Hill of the
urban population compared to its number of municipalities is primarily because two of the largest
municipalities (Kathmandu, Pokhara) and the larger urban areas of the Kathmandu valley lie in Hill.
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Table 4.10: Distribution of urban population by regions, 2014

Region EDR CDR WDR MWDR | FWDR N Total "
Mountain 70,121 38,143 0 19,047 | 41,077 168,388 2.3
Hill 289,172 | 1,790,096 761,582 | 208,971 102,841 3,152,662 43.8
Tarai 1,209,109 | 1,048,962 768,954 | 357330 | 494,109 | 3,878,464 53.9
Nepal | No. 1,568,402 | 2,877,201 | 1,530,536 | 585,348 | 638,027 | 7,199,514 100

% 21.8 40.0 21.3 8.1 8.9 100

Source: CBS 2014.

By development regions, there is a high level of concentration of the urban population in the central
region. Every two out of five urban population lives in central region. This is because Kathmandu valley
municipalities and other large sized urban areas in Chitwan and Parsa are located in this region. The
share of eastern and western region is almost identical despite more municipalities in eastern region.
The shares of mid-western and far-western regions are far lower. Mid-western region has the lowest
share of urban population in the country. This is also a region with the lowest number of municipalities
and the highest number of mountain districts with a small population size.

Table 4.11 shows urbanisation by ecological regions. Kathmandu valley is by far the most urbanised
area with 57% of the urban population living in 5 municipalities of various categories. However, in
a three-fold classification of ecological regions, Tarai appears as the most urbanised region with its
urbanisation at 29%. Urbanisation levels of Hill in general are only slightly above the national average.
Mountain region is lagging in respect of the number of urban areas and the level of urbanisation. Less

than 10% of the urban population in Mountain live in eight designated municipalities.

Table 4.11: Urbanization by ecological regions, 2014

Ecological region Number of | Urban population | Total population Percent urban
Municipalities

Mountain 8 168,388 1,781,792 9.5
Hill including

Kathmandu valley 52 3,152,662 11,394,007 27.7
Kathmandu valley 5 1,426,641 2,517,023 56.7
Hill excluding KV 47 1,726,021 8,876,984 19.4
Tarai 70 3,878,464 13,318,705 29.1
Nepal 130 7,199,514 26,494,504 27.2

Source: CBS 2014.
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4.4.2 Urbanisation by Districts

Asnoted earlier only 62 out of 75 districts have urban areas. Among them the number of municipalities
ranges from a low of one to a high of seven. Whereas, districts with a single municipality are
located in Mountain and Hill, the Tarai districts have more municipalities. Parsa is an exception
where there is only one municipality. Likewise, Sankhuwasabha in Mountain is also an exception
where there are two municipalities, Khandbari and Chainpur. Of all the districts Kaski is the most
urbanised district in the country. About 64% of its population live in two municipalities, Pokhara
(sub-metropolitan) and Lekhnath. Kaski superseded Kathmandu in 2014. In 2001 about 52% of
people in Kaski lived in urban areas. Kathmandu ranked highest in 2001 with its urbanisation level
at 66% but by 2011 this decreased to 60%. However, most of the current VDCs in Kathmandu
district qualify for municipality by population and other criteria (i.e., national standard) adapted to
declare 72 municipalities on May 8, 2014.

The overall level of urbanisation in eastern development region is 28.1%, which is about one percentage
point higher than the national average. Table 4.12 shows the urbanisation level of districts located in the
eastern development region. Five districts have an urbanisation level above the national average and 32
are below the national average. The districts with urbanisation above the national average in the region
have larger urban population sizes, so the region’s urbanisation level is above the national average.
Morang has the highest urbanisation level followed by Udayapur, Jhapa and Sunsari respectively. The
urbanisation level of Sankhuwasabha, one of the two mountain districts with urban areas, is higher than
all the hill districts in the region, except Udayapur.

Table 4.12: Eastern development region: urbanization by districts, 2014

District mui‘é?}::ﬁzi: Urban population Total population | Percentage urban
Mountain
1. Taplejung 1 19,085 127,461 15.0
2. Sankhuwasabha 2 51,036 26,301 322
Hill
3.Panchthar 1 24,768 191,817 12.9
4. Ilam 2 45,673 290,254 15.7
5. Bhojpur 1 16,102 182,459 8.8
6. Terhathum 1 19,659 101,577 19.4
7. Dhankuta 1 26,440 163,412 16.2
6. Khotang 1 17,793 206,312 8.6
7. Okhaldhunga 1 16,696 147,984 11.3
8. Udayapur 3 122,041 317,532 38.4
Tarai
9. Jhapa 6 296,300 812,650 36.5
10. Morang 7 426,780 965,370 44.2
11. Sunsari 4 261,582 763,487 343
12. Saptari 3 116,636 639,284 18.2
14. Siraha 3 107,811 637,328 16.9
Total 37 1,568,402 5,573,228 28.1

Source: CBS 2014.
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With 30.6% of its population living in urban areas, central development region ranks second in the
country in terms of urbanisation. Kathmandu, Bhaktapur, Lalitpur, Chitwan and Makwanpur are among
the top five districts with high levels of urbanisation in the region respectively (Table 4.13). More than
45% of people live in urban areas in the districts of Kathmandu, Bhaktapur, Lalitpur, and Chitwan. The
urbanisation level in the region is below the national average for 12 of the 17 districts designated as
urban areas. Sindhupalchok has the lowest level of urbanisation with only 5.4% of its population in the
district living in its only municipality (Chautara). Apart from Sindhupalchok, other districts with low
levels of urbanisation in the region are Mahottari (8.9%), Nuwakot (9.6%), Dhading (11.8%), Dolakha
(12.1%) and Rautahat (15.6%). Despite a large number of districts with low levels of urbanisation, this
region has urbanisation levels above the national average because the urban population size in valley
districts and districts with high urbanisation is large. On the contrary, districts with low urbanisation
level have a small population size so their contribution in shaping urbanisation at the regional level is
very low.

Table 4.13: Central development region: urbanization by districts, 2014

District mlzsirzlil;):i(t)ifes Urban population Total population Percentage urban
Mountain
1. Dolakha 1 22,537 186,557 12.1
2. Sindhupalchok 1 15,606 287,798 5.4
Hill
3. Sindhuli 1 39,413 296,192 13.3
4. Kavrepalanchok 3 100,252 381,937 26.2
5. Bhaktapur 2 164,784 304,651 54.1
6. Lalitpur 1 220,802 468,132 47.2
7. Kathmandu 2 1,041,055 1,744,240 59.7
8. Nuwakot 1 26,750 277,471 9.6
9. Dhading 1 39,578 336,067 11.8
10.Makwanpur 2 157,462 420,477 37.4
Tarai
11. Dhanusha 3 186,529 754,777 24.7
12. Mahottari 2 55,644 627,580 8.9
13.Sarlahi 4 139,181 769,729 18.1
14. Rautahat 2 106,996 686,722 15.6
15. Bara 3 161,528 687,708 23.5
16. Parsa 1 135,904 601,017 22.6
17. Chitwan 4 263,180 579,984 45.4
Total 34 2,877,201 9,411,039 30.6

Source: CBS 2014.

Western development region has the highest urbanisation level. Table 4.14 shows the level of urbanisation
in the western development region by districts. Approximately 31% of people in the region live in
urban areas. Kaski, the district with the highest urbanisation level, lies in this region. Ten out of 14
districts have urbanisation levels below the national average and only four districts have levels above
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the national average. Rupandehi and Nawalparasi are two other districts with urbanisation levels at
more than 37%. Gulmi (10.3%), Baglung (10.9%), Gorkha (12.0%), Lamjung (15.9%) and Kapilvastu
(17.6%) are districts with low levels of urbanisation.

Table 4.14: Western Development Region: urbanization by districts, 2014

District mlzll:irzlil[))ealii(t)ifes Urban population Total population | Percentage urban

Hill
1.Gorkha 1 32,473 271,061 12.0
2. Lamjung 1 26,640 167,724 15.9
3. Tanahu 3 96,797 323,288 29.9
4. Kaski 2 314,281 492,098 63.9
5. Syangja 3 67,452 289,148 233
6. Myagdi 1 28,511 113,641 25.1
7. Baglung 1 29,360 268,613 10.9
8. Parbat 1 32,419 146590 22.1
9. Gulmi 1 28,736 280160 10.3
10. Palpa 2 64491 261180 24.7
11. Arghakhanchi 1 40,422 197632 20.5

Tarai
12. Nawalparasi 6 243,727 643,508 37.9
13. Rupandehi 6 424,416 880,196 48.2
14. Kapilvastu 3 100,811 571,936 17.6
Total 32 1530536 4906775 31.2

Note: None of the mountain districts of western development region has a municipality.
Source: CBS 2014.

The level of urbanisation is low in the mid-western development region by national standards and only
22% of the population live in urban areas (Table 4.15). Of the eight districts with an urban area, only
one district Banke, has an urbanisation level on a par with the national average. However, despite a low
level of urbanisation, the inter-district differences are lower than in any other regions. Four districts,
Salyan, Pyuthan, Jumla and Dang are among districts with very low levels of urbanisation with less
than 20% of their population living in urban areas. This is also the region where the least number of
municipalities were declared in 2014.
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Table 4.15: Mid-western development region: urbanization by districts, 2011

District mljginclil[)):ii(t)ifes Urban population Total population | Percentage urban
Mountain

1. Jumla 1 19,047 108,921 17.5
Hill

2. Pyuthan 1 38,536 228,102 16.9

3. Salyan 1 33,730 242 444 13.9

4. Dailekh 2 51,567 261,770 19.7

5. Surkhet 1 85,138 350,804 243
Tarai

6. Dang 2 114,465 552,583 20.7

7. Banke 2 134,680 491,313 27.4

8. Bardiya 2 108,185 426,576 25.4

Total 12 585,348 2,662,513 22.0

Source: CBS, 2014.

The urbanisation status of far-western region is relatively better than the mid-west but by national
standard its level is low. Only 26.4% of the population of this region live in designated urban areas
(Table 4.16). Of all five development regions, this region has the lowest sized urban population. Table
4.16 shows the level of urbanisation by districts in the region. Of the nine districts, Bajura is the
only district that does not have a municipality. Among eight districts with one or more municipalities,
only two Tarai districts, Kailali and Kanchanpur, have a population that exceeds the national average.
Dadeldhura, with an urban population of 6.7%, is the district with the lowest level of urbanisation in

the region.

Table 4.16: Far-western region: urbanization by districts, 2011

District ml:llll:ilzlill))i:ii(t)ifes Urban population Total population Percentage urban
Mountain

1. Bajhang 1 20,280 195,159 10.4

2. Darchula 1 20,797 133,274 15.6
Hill

3. Achham 2 41,389 257,477 16.1

4. Doti 1 23,416 211,746 11.1

5. Baitadi 1 16,791 250,898 15.0

6. Dadeldhura 1 21,245 142,094 6.7
Tarai

7 Kailali 4 291,970 775,709 37.6

8. Kanchanpur 3 202,139 451,248 44 8

Total 14 638,027 2,417,605 26.4

Source: CBS 2014.
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In general, despite an increase in the number of urban areas, the population size and area coverage,
Nepal’s urbanisation level is largely controlled by a few “large” urban areas. The increase in the number
of municipalities is an important contributor but more important is the population size relative to the
total population of the respective district or region. Furthermore, urbanism and the functional character
of urban areas are yet to be analysed to provide meaningful urbanisation and international comparison.

Map 4.1 shows the location of 130 municipalities on the map of Nepal®. Four observations are
noteworthy. Firstly, most of the municipalities are located along east-west or north-south highways.
Secondly, many of them are located either in the foothills or on the northern part of the Tarai and are
close to the Churia forests. Thirdly, Nepalese urbanisation continues to be south oriented showing
the relative concentration in the Tarai. Fourthly, with newly designated municipalities, the regional
inequalities have widened in terms of number and distribution of municipalities.

Map 4.2 (Annex 4.1) shows the distribution of municipalities in the eastern development region. There
is a concentration of municipalities in the Tarai and the newly designated ones are also concentrated
in two Tarai districts, Morang and Jhapa. Solukhumbu is the only district in this region without a
municipality.

Map 4.3 (Annex 4.2) shows the distribution of old and new municipalities in the central development
region. Rasuwa and Ramechhap districts do not have a single municipality. The high level of
concentration in Kathmandu and its surroundings is expected .

Map 4.4 (Annex 4.3) shows the distribution of old and new municipalities in the western region.
Manang and Mustang districts do not have a municipality. In western region, unlike eastern and central
development regions, urban areas seem to be rather scattered in the region.

Map 4.5 (Annex 4.4) and Map 4.6 (Annex 4.5) shows the locational distribution of municipalities in
the mid-western and far-western regions respectively. Of all the regions, mid-western development
region has more districts without a municipality than any other development region. At least four
municipalities there are located very close to the Mid-hill highway.

6  The author would like to thank Mr. Krishna Prasad Timalsina, Lecturer at Tri-Chandra Multiple Campus, Kathmandu for his
help in preparing maps included in this Chapter.
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Map 4.1:
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4.4.3 Changes in regional urbanisation

The population size of the country has changed (increased) noticeably over the last 30 years. In 1981
Nepal’s total population was 11.6 million, which increased to 26.5 million by 2011. Correspondingly
the urban population has increased from about one million in 1981 to 7.2 million in 2011. The pace of
change or increase in the urban population is more rapid than the pace of change of the total population
in the country. Table 4.17 shows the change in the urban population at the national and regional level
since 1981. Since there were no designated urban area in the mountain until 1991, a comparison is only
possible for the last two censuses. In the case of other regions, a comparison for the last four censuses is
possible and is also meaningful because by 1981 there were a sizeable number, 23 municipalities (nagar
panchayat), in the country. As a capital region, Kathmandu valley has played a significant role in the
overall growth of the urban population in the country. The valley, as part of hill region, has disguised
generalisations about this region. Therefore, Kathmandu valley (KV) is presented separately.

By 2014, Tarai had an urban population of almost 3.9 million. Over the last four censuses, the urban
population has increased by 8.4 fold. Of the three ecological regions, Tarai has the highest number of
urban population in the country. Until 1991 Hill (including KV) had numerical domination of the urban
population but the last censuses have shown its dominance in Hill and Mountain. The urban population
has increased in Hill as a whole. It has increased from 0.5 million in 1981 to 3.15 million in 2014 i.c., an
increase of 6.4 fold. Within Hill, Kathmandu valley is unique and its growth over the same period has
been 3.6 fold. This increase does not appear impressive numerically compared with the Tarai and Hill in
general at this point in time. However, since most of the VDCs in the valley qualify to be designated as
urban areas by Hill standards, and that the process to do so is underway (personal communication with
officials of Ministry of Federal Affairs and Local Development), this figure needs to be interpreted with
caution. In this case, Kathmandu valley undoubtedly demonstrates the highest increase in the urban
population in the country.

Table 4.17: Regional changes in urban population, 1981-2011

Census year Mountain Hill* Kat,l:llll:;du Tarai Nepal
1981 (23) 0 132,027 363,507 461,187 956,721
1991 (33) 0 269,367 598,528 827,824 1,695,719
2001 (58) 43,705 720,311 995,966 1,467,897 3,227,879
2011 (130) 168,388 1,726,021 1,426,641 3,878,464 7,199,514

Note: * Excluding Kathmandu Valley.
Figures in parenthesis refer to number of municipalities in the respective census year.

Source: Population Censuses, 1981,1991, 2001, and 2011.

Although Hill (excluding Kathmandu valley) has far less than half of Tarai’s urban population at
present, there has been a significant increase in its urban population, the highest of all regions. Between
1981 and 2014 its urban population has increased from 132,000 to more than 1.7 million, an increase
of more than 13 fold. Mountain region has also observed noticeable gains in the urban population in
recent years. It is to be noted that all these gains are primarily attributed to the increase in the number
of municipalities between intercensal periods. The role of internal growth of the population is expected
to be low. Compared with the population of additional municipalities in the respective regions, the role
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of migration is also likely to be less important. However, detailed analysis about the role of migration
is beyond the scope of this chapter.

Changes in regional urbanisation are equally evident in the development regions. Table 4.18 shows
such changes in regard to the urban population as a percentage of the respective regional population
and the percentage share of the total urban population. Of all the development regions, western region
shows the highest increase in its level of urbanisation. From 1991 to 2011, its urbanisation level has
increased by 5.5 fold and it now stands as the region with the highest urbanisation level in the country.
Although the mid-west’s current level of urbanisation is the lowest, its growth is noteworthy. From
1991 to 2011, its urbanisation level has increased from 4.1% to 16.7%, a four-fold increase. The pace of
increase in the eastern and far-western region is similar i.e., an increase by 3.5 fold each, but the level
of urbanisation in eastern region has always remained high. Central development region had the highest
urbanisation level until 2001 but western region ranked above it in 2014.

Table 4.18: Changes in urbanization level by development regions

urban population as percentage of Percentage share in the nation’s urban

Devel(fpment respective regional population population

restons 1991 2001 2011 1991 2001 2011
Eastern 7.8 11.7 27.0 20.3 19.4 21.8
Central 14.9 20.0 29.8 54.4 49.7 40.0
Western 5.6 11.4 31.1 12.4 16.1 21.3
Mid-western 4.1 7.7 16.5 5.9 7.2 8.1
Far-western 7.1 11.2 25.0 7.0 7.6 8.9

Source: Population Censuses, 1991, 2001, and 2011.

Central development region has been consistently leading in its share of the country’s urban population
but its share has been consistently decreasing over successive censuses. In 1991 more than 54% of
urban people in the country lived in central region. Because of an increase in the number of urban
areas with similar growth in general and population increases in urban areas of the Tarai and other
development regions, its share of the country’s urban population declined to about 50% in 2001 and
further to only 40% in 2014. Eastern region shows a slight decline in its overall share in 2001 but has
picked up by 2014. Western, mid-western and far-western regions vary in their proportional share of the
urban population but all of them show a steady increase over the census periods.

4.5 Urban distribution and growth by size class

4.5.1 Current distribution

The distribution of the urban population by class size and respective growth indicates the scale and
nature of urbanisation in the country. Table 4.19 shows the distribution of municipalities and their
respective population by size class by seven class-sizes for 2014. By number, Nepal’s urbanisation is
dominated by small sized urban areas but by population it is dominated by size classes over 50,000
populations. In number, 25% of municipalities belong to the size-class of 20,000-29,999 and nearly
22% to the 50,000-99,999 people. Likewise, about 11% of municipalities have population sizes below
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20,000 and only 3% have over 200,000 people. Furthermore, one out of five has a population between
30,000-39999 people.

Table 4.19: Size class distribution of municipalities and their population

Size class distribution Municipalities Population

No. Per cent Size Per cent
200000 and plus 4 3.1 1,652,845 23.0
100000-199999 7 5.4 873,598 12.1
50000-99999 28 21.5 1,895,554 26.3
40000-49999 19 14.6 850,327 11.8
30000-39999 25 19.2 855,406 11.9
20000-29999 33 25.4 833,353 11.6
Less than 20000 14 10.8 238,431 33
Total 130 100 7,199,514 100

Source: CBS, 2014.

As noted earlier, the average population size of Nepalese urban centres is 55,381. But out of a total of
130 urban areas, 95 have less than the average population size and only 35 have more. Municipalities
with population sizes over 100,000 accounts for 35% of the total urban population. In particular,
the share of cities with 200,000 or more population is 23%. The largest share in urban population is
contributed by municipalities with a class size of 50,000 to 99,999. Municipalities with less than 20,000
have a minimal share of the total urban population (3.3%). If 50,000 populations are arbitrarily taken
as the divide, those above this figure have a 61.4% share and those below have a 38.6%, which is about
a sixty-forty proportion.

4.5.2 Changes in size class distribution

Changes have taken place in the size class distribution of urban places or municipalities over the
decades and these changes are quite noticeable in the case of size classes 20,000 to 49,999 and 50,000
to 99,999. Table 4.20 shows the changes in size class distribution for five classes and by number of
municipalities, their population and percentage share of the population. These changes are shown for
four censuses from 1981 to 2011. In 1981, the largest share of the urban population (48%) was made up
by 13 municipalities of size class 20,000-49,999, and 25% by the capital city. By 1991 while the share
of capital city remained constant, the share of eight municipalities of size class 50,000-99,999 emerged
dominant (31%) and 14 municipalities of size class 20,000-49,999 decreased to 17%. Two municipalities
went up the ladder of size class to 100,000-199,999 people and the number of municipalities went up
from 23 to 33.
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Table 4.20: Size class distribution of municipalities and their growth, 1981-2011

Size class distribution
Census year
200000 and plus | 100000-199999 | 50000-99999 | 20000-49999 | Less than 20000
No. 1 - 2 13 7
1981 Pop. 235,160 - 173,419 457,569 90,573
% 24.6 - 18.1 47.8 9.5
No. 1 2 8 14 8
1991 Pop. 421,258 245,253 517,419 293,888 217,901
% 24.8 14.5 30.5 17.3 12.9
No. 1 4 11 34 8
2001 Pop. 671,846 598,191 788,937 1,032,245 136,390
% 20.8 18.6 244 32.0 4.2
No. 4 7 28 77 14
2011 Pop. 1,652,845 873,598 1,895,554 2,539,086 238,431
% 23.0 12.1 26.3 353 33

Source: Population Censuses, 1991, 2001, and 2011.

By 2001 the share of the capital city had decreased to 21% but the share of 4 municipalities with size
class 100,000 -199,999 people increased to almost 19%. In a similar manner, the share 0f 20,000-49,999
increased and that of size class 50,000-99,999 decreased from 31% to 24%. The 2011 census shows an
increase in the share of size class 0 20,000-49,999 to more than 35% and that of size class 50,000-99,999
a little over 26%. In the same way, the share of 4 municipalities with greater than 200,000 population
went up to 23%. Kathmandu, Pokhara, Lalitpur, Biratnagar exceeded the 200,000 population by 2011.
By 2001 Pokhara, Biratnagar, Lalitpur and Birgunj had more than 100,000 populations. Among them
with the exception of Birgunj, all of them had crossed the 200,000 threshold by 2011.

4.5.3 Growth rates by size class distribution

The overall growth rate of the urban population between 2001 and 2011 was 8%, the highest national
average in the history of Nepal’s urbanisation. However, this growth rate should be understood in the
context of the designation of 72 new municipalities in 2014. In addition, this growth rate is not uniform
by size class distribution of the urban population. The highest growth rate is recorded for size class
20,000-49,999. This size class recorded almost a 9% annual growth rate and this growth is largely
due to the designation of the largest new municipalities within this population bracket. The lowest
growth is recorded for municipalities belonging to size class of less than 20,000. The municipalities
with population sizes 100,000 or more also recorded high growth rates (6.9%). These are very high
growth rates given that the nation’s total population during this period grew by only 1.35% per annum.

Between 1991 and 2001 the highest growth rate was recorded for the size class of 20,000-49,999 (Table
4.21). The same size class recorded the highest growth rate during 2001-2011. Notably, this is the only
size class that exceeded the average urban growth rate of the country during this intercensal period.
On the contrary, the growth rate for the size class less than 20,000 remained negative. Of the four
intercensal periods referenced here (Table 4.21), for the size class 50,000-99,999, the lowest growth
rate was recorded during this period. During 1981-1991 larger size classes recorded very high growth
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rates (greater than 10%) while the size class 20,000-49,999 recorded a negative growth rate. Unlike
other intercensal periods, not many new municipalities were added during this period.

Table 4.21: Intercensal growth rates of urban population by size class distribution, 1971-2011

. L Intercensal growth rates
Size class distribution

1971-81 1981-91 1991-01 2001-11
100000 + 4.46 10.42 6.44 6.87
50000-999999 10.76 10.91 4.21 8.75
20000-49999 11.15 -4.4 12.54 8.99
<20000 -1.25 8.77 -4.68 5.58
Average urban growth rate 7.28 5.72 6.44 8.02

Source: Respective Population Censuses.

During 1971-81 two size classes, specifically 20,000-49,999 and 50,000-99,999, recorded high growth
rates, while the less than 20,000 size class recorded a negative growth rate. The capital city grew at the
rate of 4.5% per annum during this period. Over all the intercensal periods, 2001-2011 and 1971-1981
have shown higher growth rates of the urban population in the country and both these scenarios reflect
the designation of new municipalities in between these years.

4.5.4 Changes in ranking of municipalities between 1981 and 2014

Kathmandu, the only metropolitan so far, ranked highest in the ranking of urban places in 2011. As a
capital city it continues to be in first place in all censuses, whereas Lalitpur has maintained third place
since 1981. Pokhara, which ranked fourth in the 1991 and 2001 censuses, emerged as the second largest
municipality in the country by 2011, taking over the position of Biratnagar, which had ranked second in
1981, 1991 and 2001. Among the top 15 urban places, 11 are from the Tarai and only four from Hills,
two from Kathmandu valley and two from outside the valley. Table 4.22 presents the relative ranking
of urban places for the last four censuses.
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Table 4.22: Ranking of urban places by population size over successive censuses, 1981-2011
Ranking | 1981 1991 2001 2011
1 Kathmandu Kathmandu Kathmandu Kathmandu
2 Biratnagar Biratnagar Biratnagar Pokhara
3 Lalitpur Lalitpur Lalitpur Lalitpur
4 Bhaktapur Pokhara Pokhara Biratnagar
5 Pokhara Birgunj Birgunj Bharatpur
6 Bhimdatta Dharan Dharan Birgunj
7 Birgunj Bhimdatta Bharatpur Hetauda
8 Dharan Bhaktapur Bhimdatta Dharan
9 Janakpur Janakpur Butwal Butwal
10 Hetauda Bharatpur Janakpur Bhimdatta
11 Nepalgunj Hetauda Bhaktapur Dhangadhi
12 Siddharthanagar Nepalgunj Hetauda Janakpur
13 Bharatpur Dhangadhi Dhangadhi Tilottama (Rupandehi)
14 Dhangadhi Butwal Nepalgunj Birendranagar
15 Butwal Damak Triyuga Gadhimai
16 Ghorahi Siddharthanagar Siddharthanagar Madhyapur Thimi
17 Rajbiraj Ghorahi Mechianagar Bhaktapur
18 Birendranagar Rajbiraj Madhyapur Thimi Damak
19 Dhankuta Birendranagar Gulariya Itahari
20 Lahan Lahan Ghorahi Attariya
21 Tansen Bidur Lekhnath Nepalgunj
22 Ilam Inaruwa Itahari Chandrapur
23 Bhadrapur Kalaiya Kirtipur Triyuga
24 Jaleswor Tikapur Kirtipur
25 Kapilvastu Ratnanagar Siddharthanagar
26 Dhankuta Damak Ghorahi
27 Bhadrapur Tulsipur Kohalpur
28 Malangawa Kamalamai Lamki-Chuha
29 Tansen Kalaiya Lumbini Sanskritik
30 Ilam Birendranagar Birtamod
31 Banepa Rajbiraj Lekhnath
32 Dipayal Putalibazar Mechinagar
33 Dhulikhel Byas Kawasoti
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(Table 4.22 continued...)

Ranking | 1981 1991 2001 2011

34 Lahan Tikapur

35 Kapilvastu Gulariya

36 Prithvinarayan Gaidakot

37 Panauti Belouri

38 Gaur Rajapur

39 Siraha Tulsipur

40 Inaruwa Shivaraj

41 Ramgram Pathari-Shanishchare

42 Dipayal Kanchanrup

43 Jaleswor Koshi-Haraicha

44 Bhimeshwor Khairahani

45 Khandbari Ratnanagar

46 Bidur Mirchaiya

47 Baglung Sainamaina

48 Dhankuta Shani-Arjun

49 Tansen Dhanushadham

50 Waling Punarbas

51 Narayan Chhireshwornath

52 Malangawa Devdaha

53 Amargadi Byas

54 Dasharathchand Kalaiya

55 Bhadrapur Harion

56 Ilam Ishworpur (Sarlahi)

57 Banepa Shandhikharka

58 Dhulikhel Kankai

59 Sunawal

60 Nilkantha

61 Kamalamai

Current rankings (2011) of remaining 26 out of 58 municipalities of 2001 are: Rajbiraj (64), Gaur (68), Lahan
(72), Gorkha (74), Putalibazar (80), Kapilvastu (82), Baglung (84), Tansen (85), Inaruwa (89), Siraha (90),
Panauti (92), Bidur (94), Dhankuta (97), Khandbari (98), Malangawa (101), Banepa (103), Waling (105),
Jaleswor (107), Dipayal (108), Bhimeshwor (110), Amargadi (112), Narayan (113), Ilam (120), Bhadrapur
(122), Dasharathchand (124) and Dhulikhel (129).

Note: The new municipalities getting their entry into top 58 municipalities in 2011 are italicized.

Among the top 58 municipalities in 2011, 28 are new and 30 are older. Of the new 72 municipalities
Tilottama is the largest and is ranked 13" from the top. Among the top 20 municipalities, three are new
entries and among the top 30, eight are new entries. The rankings of existing municipalities have also
changed. Notably, Bharatpur, Hetauda, Dhangadhi, Damak, and Itahari have moved up in rank and
Bhimdutta, Nepalgunj, Dharan, Janakpur have moved down in rank. Most of the municipalities that
have gained are either located along the east-west highway or at the crossroads of the north-south and
east-west highways.
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4.5.5 Components of urban growth

Table 4.23 shows the components of urban growth during the intercensal period 2001 and 2011. It
is clear that reclassification is the main component contributing to the 39% of urban growth. The
Government of Nepal’s declaration of 72 new municipalities on May 8, 2014 added approximately 2.8
million people to the existing 4.4 million, making the total urban population 7.2 million. In between, the
government also annexed 7 existing VDCs to adjacent municipalities. Panchakanya with a population
of 16,901 was annexed in Dharan. Four VDCs namely Padampokhari (with a population of 17,086),
Churiyamai (with a population of 14,274), Hatiya (with a population of 13,099), and Harnamadi
(with a population of 6,615), were annexed in Hetauda municipality. Similarly, two VDCs namely
Latikoili (with a population of 19,963) and Uttar Ganga (with a population of 17,261) were annexed in
Birendranagar municipality. Together this annexation contributed to 1.5% of the total urban population.

Table 4.23: Components of urban growth during intercensal period 2001-2011.

Components Total population Percent share
Annexation 105,199 1.5
Internal migration 1,429,649 19.9
Immigration 162,363 23
Reclassification 2,793,469 38.8
Total 4,490680 62.5
urban population 7,199,514 Not applicable

Note: The working definition of migration used here is lifetime migration. As a result, many urban residents whose
place of birth is different are repetitively counted as migrants over many censuses. Data on period migration and
of vital rates of intercensal periods are necessary for calculation of the role of a natural increase in the overall
urban growth. A different methodology has to be applied for this.

Migration in 58 municipalities contributed to 22% of urban growth. Internal migration (using district
as a unit) contributed to 20% and international migration to 2.3%. It is to be noted that in the 58
municipalities, 36.1% of residents are migrants. Among them 32.4% of residents are internal (inter-
district) migrants and 3.7% immigrants.

4.6. Urban social demography

4.6.1 Age distribution by broad age groups

Population distribution by broad age groups suggests that the urban population is mature. Table 4.24
shows the urban population by broad age groups. Children below 15 years made up 30.5 % of the urban
population and the elderly population, 60 years and above, made up 7.4% of the urban population. The
proportion of the economically active age population was 62.1%. The dependency ratio is 61.1, which
is lower than the national average. At the national level the proportion of children is less than 35% and
that of the elderly more than 8%. This suggests that it an opportunity for the urban population to benefit
from this demographic dividend.
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Table 4.24: Population distribution by broad age groups, 2011

Both sexes Male Female
Broad age groups
Number Per cent Number Per cent Number Percent
0-14 yrs 2,196,913 30.5 1,139,523 15.8 1,057,390 14.7
15-59 years 4,467,970 62.1 2,133,696 29.6 2,334,274 32.4
60 years and over 534,631 7.4 259,215 3.6 275,416 3.8
Total 7,199,514 100 3,532,434 49.1 3,667,080 50.9

Source: CBS, 2014.

The average sex ratio of the urban population is 96.3, which is higher than the national average (94.2).
By age groups, the sex ratio is high in ages 0-14 years (107.8), the only age group that has more males
than females. The sex ratio is lowest in the economically active age group and lower in the elderly
population. This lower sex ratio means females outnumber males in these age groups. On the one
hand this is a reflection of selective outmigration and/or external migration of males, on the other it is
symptomatic of changes taking place in society, especially in respect to the changing roles of females
in the household.

4.6.2 Urban rural difference in age composition

Table 4.25 presents the age composition of the population by five year age group intervals for urban and
rural areas. The distribution pattern in general is similar but the proportions are different. A common
expectation of a high urban-rural difference in the age distribution pattern of the population is not
reflected in Nepal’s urban area. The differences are rather marginal except in a few instances. In both
rural and urban areas the 10-14 year age group has the highest proportion with a gradual decline in the
proportions of age groups after this. The share of the male population is higher in all age groups between
0-19 years. However, a few differences are notable. First, in rural areas there is a high concentration of
the population in the age groups 0-14 years, while in urban areas there is high concentration in the age
groups between 15-34 years. Second, in rural areas there is a higher proportion of the population in the
older age groups than in urban area.
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Table 4.25: Age distribution of urban and rural population

Age groups Urban Rural
Both sexes Male Female Both sexes Male Female
00-04 Yrs. 8.0 8.6 7.5 10.3 10.9 9.8
05-09 Yrs. 10.5 11.1 9.9 12.7 13.3 12.1
10-14 Yrs. 12.0 12.6 11.4 13.5 14.2 12.9
15-19 Yrs. 11.5 11.8 11.1 10.9 11.0 10.8
20-24 Yrs. 10.3 9.6 11.0 8.4 7.6 9.1
25-29 Yrs. 8.9 8.0 9.9 7.4 6.8 8.0
30-34 Yrs. 7.6 7.0 8.1 6.2 5.6 6.7
35-39 Yrs. 6.8 6.6 7.1 5.8 5.5 6.1
40-44 Yrs. 5.7 5.8 5.6 5.1 4.9 5.2
45-49 Yrs. 4.6 4.7 4.5 4.4 4.4 4.4
50-54 Yrs. 3.8 3.9 3.6 3.8 3.9 3.7
55-59 Yrs. 2.9 3.0 2.8 3.2 33 3.0
60-64 Yrs. 2.6 2.6 2.6 3.0 3.0 2.9
65-69 Yrs. 1.9 1.9 1.8 2.2 2.3 2.1
70-74 Yrs. 1.3 1.3 1.3 1.6 1.6 1.5
75-79 Yrs. 0.8 0.8 0.9 0.9 0.9 0.9
80-84 Yrs. 0.5 0.5 0.5 0.5 0.5 0.5
85+ Yrs. 0.3 0.3 0.4 0.3 0.3 0.3
Total % 100 100 100 100 100 100
No. 7,199,514 3,532,434 3,667,080 19,294,990 9,316,607 | 9,978,383

Source: Based on Population and Housing Census, 2011.

4.6.3 Literary and levels of education completed

4.6.3.1

Literacy level

Of the total urban population 6.6 million is aged 5 years and above. Among them 3.4 million are female
and 3.2 million are male. Overall literacy (5 years of age and over) in urban area is 77.3 % and 2% of
people can only read. Male literacy is 85% and female literacy is 70.0% (Table 4.26). The literacy gap
by sex is 15.0 percentage points. At the national level, the overall literacy rate is 65.9%. Male literacy
is 75.1% and female literacy 57.4%. The literacy gap by sex is 17.7 percentage points. In 2001 overall
urban literacy rates were 71.6% (Sharma, 2003).

Table 4.26: Urban literacy, 2011

Sex Can re‘ead & Can read only Can’t 1:ead & Not stated Total
write write
Both sexes 773 2.0 20.7 0.1 100
Male 85.0 1.8 13.2 0.0 100
Female 70.0 2.1 27.8 0.1 100

Source: CBS, 2014.
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A few observations are notable in this context. First, literacy levels in urban areas are higher than
the national average, but in spite of expectations of a wider gap, the literacy rate is higher by only 4
percentage points. In other words, urban areas are not that much different in terms of literacy than the
national average. Second, 30% of females in urban areas are illiterate i.e., more than one million. This
is a serious issue in a country that has been reiterating the importance of education for decades. Third,
15% of males are illiterate. Compared with female illiteracy, this is not of such a concern, but this
percentage is quite high by international standards. Fourth, gender gaps persist by nearly two digits.
Fifth, the rate of improvement in literacy between 2001 and 2011 is far higher at the national level than
in urban areas. For example, literacy at the national level increased by almost 12 percentage points i.e.,
from 54.1% to 65.9% but for the urban population it increased by less than 6%. Sixth, the gender gap
in literacy has slightly narrowed to 15 percentage points compared to 18 percentage points in 2001.

4.6.3.2 Level of education completed

Table 4.27 shows the educational attainment among literates in urban areas. One third of the total
literates have completed primary level only or are at the beginner level. The largest proportion was in
the primary level. Overall, 64.4% have secondary level or lower educational attainment. Less than 8%
are graduates or post graduates. Compared with 2001 (Sharma 2003) a few similarities and differences
are notable. First, a category of beginner has been added as 5 years of age and above is included in the
literacy calculations. Second, the largest proportion of literates has a primary level education only in
both censuses. Third, the proportion of non-formal education in 2011 when equated with no schooling
in 2001 has significantly decreased (from 7.7% to 2.9%). Fourth, the proportion in SLC & equivalent
and Intermediate & equivalent shows some increase, 12.6% and 9.6% in 2001 to 13.4% and 10.4% in
2011 respectively. Fifth, the proportion of campus graduates and postgraduates together decreased from
8.3% to 7.6% but the proportion of postgraduates increased from 0.1% to 2.2%.

Table 4.27: Level of education completed (in percent)

Educational level completed Male Female Both sexes
Beginner 35 35 35
Primary (1-5) 29.2 30.5 29.8
Lower Secondary 17.9 19.3 18.6
Secondary 12.2 12.8 12.5
SLC & equivalent 13.4 13.5 13.4
Intermediate & equivalent 10.8 10.0 10.4
Graduate & equivalent 6.6 43 55
Post graduate equivalent & other 2.9 1.2 2.1
Non-formal education 2.9 4.5 3.7
Level not stated 0.4 0.5 0.4
Other 0.1 0.1 0.1
Total 100 100 100

Source: CBS, 2014.
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Educational attainment by sex shows a similar pattern of concentration in categories below SLC,
tapering off towards higher education but there are differences in proportions. Overall, the differences
are moderate except in the case of graduates and postgraduates. The largest proportion has primary level
education only and the proportion in the case of females is higher by 1.3 percentage points. Similarly,
whereas 59.3% of males have completed secondary level or less, the corresponding proportion is
62.6% for females. The proportion of graduates and postgraduates is 9.5% for males and only 5.5% for
females. Furthermore, the proportion with non-formal education is higher among females than males. A
comparison with 2001 suggests a decline in the proportion of graduates and postgraduates among males
(from 10.7% to 9.5%) and a marginal improvement in the corresponding proportion among females
(from 4.8% to 5.5%). More importantly, while the percentage of females with postgraduate level was
zero in 2001 (Sharma 2003), 1.2% of females have completed post graduate or equivalent in 2011.

4.6.4 Marital status

Table 4.28 reveals the marital status of the urban population. There are 5.87 million urban population
aged 10 years and above. Among them 2.84 million were males and 3.03 million were females. The
proportion of ever married was 62.7% and that of never married was 37.3%. The “single married” or
“married one time only during lifetime” constituted the highest proportion and was equally applicable
to males and females. The proportion of single married was higher among females than males. On the
contrary, although only a small proportion, incidences of multiple married and remarried were higher
among males than females. On the contrary, the proportion of widows was higher than the proportion
of widowers. The proportion of divorced was equal for both sexes while the proportion of separation
was higher among females than males. Except for divorced and separated, sex differences in other
categories are reflections of common practices of Nepalese society.

Table 4.28: Urban population by marital status (10 years of age and over)

Sex Never Single Multiple | Remarried | Widow/ | Divorced | Separated | Total
married | married married widower
Both 373 57.0 1.2 1.2 2.9 0.1 0.2 100
Male 42.8 52.1 2.1 1.6 1.2 0.1 0.1 100
Female 32.1 61.6 0.4 0.8 4.6 0.1 0.3 100

Source: CBS, 2014.

4.6.5 Urban Population by Caste/ethnicity

The Population and Housing Census of 2011 reported 125 caste and ethnic groups living in the country
and all of these caste/ethnic groups, except Dolpo, are represented in urban areas. Brahmin-hill is the
largest group with more than 1.3 million people, whereas Topkegola is reported to be the smallest
group with only 57 people. Chhetree is the second largest group with more than 1.1 million people.
Table 4.29 shows the main caste/ethnic groups and their relative size. Similar to the national scenario,
Brahmin-hill and Chhetree are the two groups with larger population sizes in urban areas. However,
their proportion is 34.4% in urban areas against 28.8% at the national level and Brahman comes out
as number one, while this is the opposite at the national level. Newar is the third largest group. Tharu,
Magar, Tamang and Kami are the fourth, fifth sixth and seventh ranking caste/ethnic groups. Musalman
comes next. These 7 groups together make up 69% of the total urban population. When Gurung, Rai,
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Yadav, Damai/Dholi, Thakuri and Limbu are added together, these 14 groups make up 80% of the
country’s total urban population.

Table 4.29: Urban population by caste/ethnicity, 2011

Caste/ethnic group Population size Percentage share Cumulative per cent
Brahman — Hill 1,332,810 18.5 18.5
Chhetree 1,142,550 15.9 344
Newar 735,116 10.2 44.6
Tharu 468,041 6.5 51.1
Magar 409,138 5.7 56.8
Tamang 341,887 4.7 61.5
Kami 267,382 3.7 65.2
Musalman 267,318 3.7 68.9
Gurung 195,573 2.7 71.6
Rai 165,298 2.3 73.9
Yadav 135,927 1.9 75.8
Damai/Dholi 117,866 1.6 77.4
Thakuri 104,547 1.5 78.9
Limbu 89,956 1.2 80.1
Teli 87,331 1.2 81.3
Sarki 85,742 1.2 82.5
Sanyasi/Dashnami 61,990 0.9 83.4
Kathbaniyan 57,107 0.8 84.2
Koiri/Kushwaha 52,184 0.7 84.9
Chamar/Harijan/Ram 47,896 0.7 85.6
Dalit Others 40,743 0.6 86.2
Marwadi 40,727 0.6 86.8
Dhanuk 40,382 0.6 87.3
Musahar 40,127 0.6 87.9
Kalwar 39,004 0.5 88.4
Brahman - Tarai 37,073 0.5 88.9
Kurmi 36,099 0.5 89.4
Kumal 35,342 0.5 89.9
Haluwai 34,717 0.5 90.4
Others 689,641 9.6 100
Total 7,199,514 100

Note: Ten caste/ethnic groups with the smallest population sizes include Topkegola (57), Nachhiring
(59), Kusunda (64), Lhopa (65), Walung (99), Raute (115), Nurang (137), Mewahang Bala (153),
Lhomi (156) and Kamar (173).

Source: CBS, 2014.
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There are some differences in caste/ethnic distribution between the 2011 and 2001 census. In 2001
Newar was the second largest group and Chhetree the third. This position is juxtaposed in 2011.
Likewise, Magar, Musalman and Tharu were the fourth, fifth and sixth ranking groups. But in 2011
Tharu, Magar and Tamang are the corresponding rankings. Tamang ranked seventh in 2001 but its share
as well as ranking has improved in 2011. Kami, with 2%, ranked 10™ in 2001, but rose to to 7™ position
with a 3.7% share in 2011.

4.6.6 Urban population densities

4.6.6.1 Current urban densities and decennial change in general

Population density is one of the criteria for urbanisation in many countries and it has been discussed
in section 1 of this chapter. In Nepal this criterion has not obtained priority or even a meaningful
recognition when designating urban areas. Generally, urban areas are expected to have larger population
concentration within a specific (limited) area and a contiguity of houses and/or settlements. This is not
true in the case of the majority of urban areas in Nepal and the densely settled areas appear as islands
in the sea of scattered houses or settlement hamlets. The total area of the 130 municipalities is 10,394
km?. This constitutes 7.1% of the country’s territory. Between 2001 and 2014 there has been more than
a threefold increase in the total area of urban territory. In 2001 the total area coverage of the then 58
municipalities was 3,276 km? only. Urban population density in Nepal is 693 persons per km?. Regional
variations are obvious (Table 4.30). Kathmandu valley urban areas have as high as more than 14,700
persons per km? (5 municipalities only), while Mountain region has only 217 persons. It is interesting
to note that the densities of urban areas in Mountain are far lower than the density of rural Tarai (283
persons per km? area). Urban density in the hill region is not only higher than the national average but
also the highest among the three ecological regions. However, this higher density is largely contributed
by the concentration of the population in the Kathmandu valley. When Kathmandu valley is excluded,
the population density of urban areas in the hill is far lower than the national average urban density
(i.e.,426 persons per km?). Unlike the overall population density situation in the country where
Tarai ranks highest, in the case of urban population density it is superseded by Hill and ranked
second in 2011.

Table 4.30: Urban population density, 2011 and 2001

2011 2001

Regions Urban . Density | Urban . Density | Change in

area | Population (person/ area | Population (person/ | density (%)

(km?) km?) (km?) km?)

Mountain 777.0 168,388 216.7 156 43,705 280.0 -22.6
Hill (all) 4,144.7 | 3,152,662 760.7 1,598 1716277 479.9 58.5
Kathmandu 97.0 97 995,966 10,262.4 43.3
valley (KV) 1,426,641 14,703.1
Hill (excl. 4,047.7 1,726,021 426.4 1,501 720,311 479.9 -11.1
KV)
Tarai 5,472.3 3,878,464 708.7 1,522 1,467,897 961.3 -26.3
Nepal 10,394.0 7,199,514 692.7 3,276 3,227,879 985.3 -29.7

Note: The area for newly designated municipalities is calculated from information made available for
the VDCs incorporated in the respective municipalities by the Survey Department, the Ministry of Land
Reform and Management. Population figures are calculated from respective censuses.
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Given the increase in the number of urban areas, a comparison of the urban density situation over the
two census periods would not be useful. The scenario that these data present is opposite from what is
usually expected. At the national level, despite a significant increase in population and area, the urban
density decreased from 985 persons per km? in 2001 to 693 persons per km? in 2011. This is a decrease
of almost 30%. More specifically, Tarai, Mountain and Hill, excluding Kathmandu valley, showed a
decrease in 2011. On the contrary, Kathmandu valley and the hill in general showed an increase but
again this increase in the hill urban density is primarily due to the increase in the density of Kathmandu
valley municipalities.

Figure 4.2 shows the top ten municipalities with respect to their population density in sequential order.
Obviously as a capital city, Kathmandu ranks highest followed by three other valley municipalities.
All Kathmandu valley municipalities are in the top 10 high-density municipalities. Birgunj is the
only municipality outside Kathmandu that is listed in the top five. Three Tarai municipalities, namely
Birgunj, Nepalgunj and Janakpur rank within the top 10 and those from the hills outside the Kathmandu
valley in the top 10 include Pokhara and Banepa.

Figure 4.2: Top ten municipalities with highest population density, 2011.
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Banepa | 4454.0
Pokhara | 4626.3
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Kathmandu | | | 19726.0
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No definite pattern of high or low urban densities is visible by regions except in the mountains,
where almost all municipalities have lower densities. In other regions, the high and low-density
municipalities are distributed almost randomly. Figure 4.3 shows the ten municipalities with the
lowest population density. Of all 130 municipalities, Nijgadh has the lowest density with only
122 persons per km? but a large part of this municipality is covered by forest. Chainpur ranks
second from the bottom and Amargadhi, third. Of the 10 municipalities with the least density, four
namely, Chainpur, Jayaprithvi, Api and Chandan Nath are from the mountain region. Among those
remaining, Amargadhi, Mangalsan, Katari, Sharada and Kamalamai are from the hill region and
Nijgadh is the only municipality from the Tarai.
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Figure 4.3: Ten municipalities with least population density, 2011.
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Among the topl0 municipalities with the lowest density four, Amargadhi, Jayaprithvi, Api and
Mangalsen, are from the far-west and two, Chandan Nath and Sharada, are from the mid-west. Nijgadh
and Kamalamai are from the central region and Katari and Chainpur are from the eastern region. This
distribution also fits with the general observation that municipalities in the mid and far-west have lower
population densities than municipalities in other regions.

4.6.6.2 Urban densities and change among municipalities common to 2001 and 2011 censuses

While a comparison of urban densities between the 2001 and 2011 census including all newly
added municipalities shows a different pattern of change, the comparison of municipalities
common to both censuses (58 municipalities) shows a positive change. Table 4.31 shows urban
area, population, and density of 58 municipalities for 2001 and 2011 by region. It also shows the
change in density over the two censuses in the respective region. Overall, urban density shows an
increase from 985 persons per km? to 1282 persons per km? i.e., an addition of nearly 300 persons
per one km?. This is an increase of 30%.
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Table 4.31: Decennial changes in urban population density among municipalities common to
2001 and 2011 censuses

2011 2001
; Density Urban Density Change in
R X
catons Urz?::lza; | Population | (person/ area | Population | (person/ | density (%)
km?) (km?) km?)

Mountain 156 48,838 312.9 156 43,705 280.0 11.8

gl\l]l)(e"d' 1,735 | 1,053,904 607.4| 1,598 1716277 479.9 26.6

Kathmandu 97| 1,426,641 14703.1 97 995,966 |  10,262.4 433
valley (KV)

Tarai 1,530 1,981,861 12953 ]  1,522] 1,467,897 961.3 347

Nepal 3518 | 4,511,244 12822 3276| 3.227.879 985.3 30.1

Note: Since seven VDCs were added in three municipalities namely Dharan, Hetauda and Birendranagar,
the total area differs in 2011.

Source: Based on Population and Housing Census, 2011 and 2001.

Regional variations are apparent despite all regions demonstrating an increase in density in 2011
compared to 2001. Kathmandu records the highest change or increase where there has been an increase
of 4,441 persons per km?. Tarai region records an increase of 35%, an addition of 334 persons. The hill
region shows a moderate increase of 27%. Moreover, the mountain region records the lowest increase
of 12% . This means there has been only been an addition of 33 persons per km? in this region since
2001. This low density is a reflection of an induced tendency of declaring areas urban by merging
the populations of VDCs to meet the minimum threshold to be designated as a municipality and is a
political trend of declaring areas urban.

4.6.6.3 Relative ranking status of municipalities

Table 4.32 presents the ranking of 130 municipalities by population size, area and density of population.
Population size and area do not correspond. The top ranking municipalities in population size do not
rank high in area coverage. Kathmandu, which ranks highest in population size and density, ranks
88™ in terms of area coverage. Likewise, Triyuga ranks highest in area, but ranks 23™ in population
and 118" in density. Pokhara, which ranks second in population size, ranks 7" in density and 84" in its
area coverage. Lalitpur, the third largest municipality in population size in the country and the second
largest in the Kathmandu valley ranks 121* in area but ranks 2™ in density. Nijgadh, the second ranking
municipality in area ranks 66" in population size and 130" in density.
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Table 4.32: Ranking of Municipalities by population, Area and density, 2011

Rank order in (out of 130)

Rank order in (out of 130)

Municipality Poplflation Area | Density Municipality Poplflation Area | Density
size size
Kathmandu 001 088 001 | Tikapur 034 068 040
Pokhara 002 084 007 | Gulariya 035 039 063
Lalitpur 003 121 002 | Gaidakot 036 035 069
Biratnagar 004 081 011 | Belouri 037 022 085
Bharatpur 005 013 037 | Rajapur 038 031 079
Birgunj 006 115 005 | Tulsipur 039 042 064
Hetauda 007 008 047 | Shivaraj 040 007 112
Dharan 008 030 030 | Pathari-Shanishchare 041 086 035
Butwal 009 064 018 | Kanchanrup 042 043 073
Bhimdatta 010 010 060 | Koshi-Haraicha 043 075 049
Dhangadhi 011 033 034 | Khairahani 044 066 056
Janakpur 012 109 010 | Ratnanagar 045 102 025
Tilottama 013 027 041 | Mirchaiya 046 050 068
Birendranagar 014 018 059 | Sainamaina 047 026 090
Gadhimai 015 014 070 | Shani-Arjun 048 080 044
Madhyapur Thimi 016 126 004 | Dhanushadham 049 045 104
Bhaktapur 017 129 003 | Punarbas 050 051 072
Damak 018 060 032 | Chhireshwornath 051 082 045
Itahari 019 095 016 | Devdaha 052 025 094
Attariya 020 015 080 | Byas 053 079 052
Nepalgunj 021 123 006 | Kalaiya 054 118 014
Chandrapur 022 003 109 | Harion 055 046 076
Triyuga 023 001 118 | Ishworpur 056 052 077
Kirtipur 024 122 009 | Shandhikharka 057 021 100
Siddharthanagar 025 100 015 | Kankai 058 053 074
Ghorahi 026 055 039 | Sunawal 059 028 096
Kohalpur 027 011 095 | Nilkantha 060 032 093
Lamki-Chuha 028 005 106 | Kamalamai 061 004 121
Lumbini Sanskritik 029 041 057 | Pyuthan 062 024 099
Birtamod 030 101 019 | Shukla Gandaki 063 038 088
Lekhnath 031 054 046 | Rajbiraj 064 125 012
Mechinagar 032 083 033 | Rampur 065 023 110
Kawasoti 033 040 061 | Nijgadh 066 002 130

136

(Table continues...)



URBANISATION IN NEPAL: SPATIAL PATTERN, SOCIAL DE-
MOGRAPHY AND DEVELOPMENT

(Annex 4.32 continued...)

Rank order in (out of 130) Rank order in (out of 130)
Municipality Population Municipality Population
size Area | Density size Area | Density

Urlabari 067 107 027 | Ramgram 099 104 048
Gaur 068 114 021 | Dhuhabi-Bhaluwa 100 116 028
Bardaghat 069 076 065 | Malangawa 101 128 013
Panchkhal 070 047 089 | Phidim 102 073 092
Sharada 071 006 123 | Banepa 103 130 008
Lahan 072 117 020 | Chainpur 104 009 129
Sundar-Dulari 073 092 051 | Waling 105 103 055
Gorkha 074 078 071 | Beltar-Basaha 106 065 097
Kushma 075 071 078 | Jaleshwor 107 120 023
Gaushala 076 091 054 | Dipayal Silgadhi 108 057 101
Belbari 077 061 083 | Mangalsen 109 016 125
Devchuli 078 059 087 | Bhimeshwor 110 074 098
Lalbandi 079 072 081 | Thaha 111 049 114
Putalibazar 080 062 084 | Amargadhi 112 017 128
Dullu 081 029 111 | Narayan 113 069 102
Kapilvastu 082 098 042 | Api 114 020 126
Shambhunath 083 037 105 | Krishna Nagar 115 111 036
Baglung 084 119 022 | Jayaprithvi 116 019 127
Tansen 085 113 024 | Myanglung 117 036 120
Resunga 086 070 086 | Taplejung 118 096 082
Rangeli 087 094 058 | Chandan Nath 119 034 122
Beni 088 087 067 | llam 120 108 053
Inaruwa 089 112 026 | Sanfebagar 121 077 107
Siraha 090 110 029 | Bhadrapur 122 127 017
Katari 091 012 124 | Diktel 123 063 115
Panauti 092 106 038 | Dasharathchanda 124 085 104
Suryodaya 093 048 103 | Siddhicharan 125 058 117
Bidur 094 105 043 | Bhojpur 126 067 116
Besishahar 095 093 062 | Chautara 127 097 091
Chitraban 096 099 050 | Bandipur 128 056 119
Dhankuta 097 090 066 | Dhulikhel 129 124 031
Khandbari 098 044 108 | Chapakot 130 089 113

Note: Listing of municipalities in this table is based on their population size (from largest to smallest).

The top ten municipalities with the highest and lowest population density have already been
noted above. With respect to area the top ten municipalities include Triyuga, Nijgadh, Chandrapur,
Kamalamai, Lamki-chuha, Sharada, Shivraj, Hetauda, Chainpur and Bhimdatta respectively. The
smallest municipalities in area include Banepa, Bhaktapur, Malangawa, Bhadrapur, Madhyapur Thimi,
Rajbiraj, Dhullikhel, Nepalgunj, Kirtipur and Laalitpur respectively. The top ten municipalities by the
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largest population size are Kathmandu, Pokhara, Lalitpur, Biratnagar, Bharatpur, Birgunj, Hetauda,
Dharan, Butwal and Bhimdatta respectively. While the ten 10 least populated municipalities include
Chapakot, Dhulikhel, Bandipur, Chautara, Bhojpur, Siddhcharan, Dasharathchanda, Diktel, Bhadrapur
and Sanfebagar respectively.

4.7 Urbanisation and development

The two concepts, urbanisation and development, are very closely related. A higher level of
urbanisation of a country or a region normally reflects the higher level of development of that area.
The process of turning villages into towns and towns into cities, accompany structural changes in
the economy usually from agrarian to industry or commerce based. These changes reinforce both
urbanisation and development. The following section discusses urbanisation and development
with some selected measures.

471 Human poverty index (HPI) and Human Development Index (HDI)

HPI is a measure of average deprivation. Three dimensions used for its measurement are: i) a long and
healthy life, ii) knowledge and iii) a decent standard of living (Nepal Human Development Report
2014). Vulnerability to death at an early age reflects a deprivation of a long and healthy life. Similarly,
adult literacy rates are a measure of deprivation (or non deprivation) of knowledge. The HDR of
2014 uses the average of the two indicators, namely the percentage of children below 5 years who are
malnourished and the percentage of the population without access to safe drinking water, as a measure
of deprivation of a decent standard of living. Table 4.33 shows the HPI for the country and for urban
and rural areas in Nepal. Nepal’s HPI is 31.1. Urban areas are comparatively better off with an HPI of
18.5 while rural areas are worse off with a corresponding figure of almost 34.

Table 4.33: HPI values by urban rural areas, 2011

Indicators Urban Rural Nepal
Percent of people not expected to survive to 5.32 7.94 7.52
age of 40
Adult illiteracy rate 20.73 45.02 40.43
Percentage without safe water 16.36 17.27 17.09
Percentage of children under age five who 26.70 41.48 40.50
are malnourished
Deprivation in economic provisioning 21.53 29.53 28.80
Human Poverty Index (HPI) 18.51 33.96 31.12

Source: Nepal Human Development Report 2014.

In all indicators relating to HPI, urban areas are better off compared to the country as a whole as
well as rural areas. Of all the indicators, the rural urban gap is far higher in adult literacy rates than
others. It should be noted, however, that at the time of publication of the HDR 2014 there were only
58 municipalities. As there are now 130 municipalities and the newly added ones are more rural than
urban in character, the urban rural gap as demonstrated in Table 4.31 is likely to be much narrower and
the values closer to rural areas.
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Table 4.34 shows the Human Development Index (HDI) values for Nepal, urban areas and rural areas.
While the HPI captures deprivation as a result of income and capability deprivation, the HDI reflects
the expansion of opportunities and choices. The HDI value (based on geometric means) for Nepal is
0.490 for 2011. The urban rural gap in the HDI value is 0.115, which is a difference of 25%. In all
indicators related to the HDI urban areas are better off than rural areas. However, with respect to life
expectancy at birth the differences are marginal.

Table 4.34: HDI values by urban-rural areas, 2011

Indicators Urban Rural Nepal
Life expectancy 68.93 68.81 68.80
Adult literacy 79.27 54.98 59.57
Mean years of schooling 4.94 3.69 3.90
Per capita income (PPP $) 2248 936 1160
Human Development Index (HDI) 0.579 0.464 0.490

Source: Nepal Human Development Report 2014.

4.7.2  Urban poverty

Table 4.35 shows the percentage of people living below the poverty line along with the poverty line
in 2011 prices (NRs). Urban areas (58 municipalities only) are better off than rural areas in poverty
incidences. At the national level 25% of people live below the poverty line with an annual income
of less than NRs. 19,261. Urban areas have a poverty incidence of 15.5% and this is lower by 9.7
percentage points than the national average. The rural urban difference is high with rural areas showing
a poverty incidence of 27.4%.

Table 4.35: Population below poverty

Regions Population below poverty line (in per cent) | Poverty line in 2010/11 price (NRs)
Nepal 25.2 19,261
Rural 27.4 -
Urban 15.5 -
Urban Kathmandu 11.5 40,933
Urban hill 8.7 19,577
Urban Tarai 22.0 21,133

Source: CBS, 2011.

At the regional level data are available for urban Kathmandu, urban hill and urban Tarai. A comparison
of these three regions suggests that poverty incidences are far higher in urban Tarai. Urban hill shows
the lowest level of poverty incidence and Kathmandu stands in between with 11.5% of urban people
living below the poverty line in 2011. It is to be noted that different poverty line vales are used by the
Nepal Living Standards Survey for Hill, Kathmandu and Tarai.
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Figure 4.4 presents the temporal dimension of poverty for three survey periods and is based on
the Nepal Living Standards Surveys of 1995/96, 2003/04 and 2010/11. At the national level a
consistent decline is evident. Poverty incidence has decreased from 42% to 25% from 1995/96 to
2010/11. This trend applies to rural areas as well. Poverty has decreased from 43% to 27%. In the
case of urban areas but the trend of decline is not linear. In 1995/96, 22% of urban people were
living below the poverty line in urban areas and this proportion declined significantly to 10 % in
2003/04. Currently, it stands at 15.5%, an increase of 6%. This shows that urban areas are not
devoid of poverty incidences but rather a significant proportion of urban people live below the
poverty line, which has shown a tendency to increase.

Figure 4.4: Changes in poverty rates

. 433 138

40 - 34.6

35 ra 30.9

30 - 25.2

25 21.6

20 - 15.5

15 + 9.6

10 -

5 -

0 T T f
Urban Rural Nepal

m1995/96 ®™W2003/04 =2010/11

4.7.3 Urban primacy

Urban primacy may be loosely taken as the spread or concentration of development as measured
through the nature of urbanisation. Normally primacy indices are calculated as two-city index and four
city index. These indices show the nature of urban development, especially in respect to the tendency
of a population to concentrate in one major city or a few notable cities. The increasing values of these
indices suggest a tendency towards concentration whereas a decreasing tendency reflects more of a
decentralised nature over the years. Table 4.36 shows primacy indices for the last four censuses. The
two city index shows a consistent increase until 2001 but has slightly decreased in 2011. This means the
tendency for population concentration in Kathmandu continues. A decrease in 2011 suggests a tendency
of the increasing attraction of other cities but as Sharma (2003) noted, in a functional sense Kathmandu
and Lalitpur are already one unit and thus the two city index will be far higher.
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Table 4.36: Urban primacy indices, 1981-2011

Census year
Indices
1981 1991 2001 2011
Two city index 2.51 3.26 4.03 3.82
Four city index 1.06 1.24 1.38 1.44
Share of 10 largest
urban areas (%) 73.5 66.6 522 33.7

Note: For comparison with earlier censuses see, Sharma, 2003.

The four city index shows a tendency of increase. This index value increased from 1.06 in 1981 to
1.44 in 2011. A consistent decrease in the share of the 10 largest municipalities is apparent. Many new
municipalities have been added in between census years and this decrease is largely attributed to the
addition of urban population through reclassification.

Table 4.37 presents a regional dimension of primacy indices by development regions. Because of the
large population size of Kathmandu, central region shows the highest values in both the indices. Western
region with Pokhara comes next. Overall, central and western regions show more of a concentration of
urban population in one urban area than the other regions. Population sizes of municipalities in central
region are very uneven. The ratio of largest to smallest municipalities is more than 68 and no other
region has such a high difference. This ratio is low in the municipalities of mid-western and far-western
regions suggesting relatively even sizes of urban areas there.

Table 4.37: Urban primacy by development regions, 2011

Development Two-city Four-city Ratio of largest to .
. . . Four main urban areas
Regions index index smallest urban area
Eastern 1.51 0.71 12.5 Biratnagar, Dharan, Damak, Itahari
Central 442 1.95 68.3 K.athma.mdu, Lalitpur, Bharatpur,
Birgunj
Pokhara, Butwal, Tilottama,
Western 2.16 0.93 20.0 Siddharthanagar
. Birendranagar, Nepalgunj,
Mid-western 1.17 0.43 4.5 Ghorahi, Kohalpur
Bhimdutta, Dhangadhi, Attariya,
Far-western 1.03 0.44 6.2 Lamki-Chuha
Nepal 332 | 44 765 K?thmandu, Pokhara, Lalitpur,
Biratnagar

Source: Authors calculation.

The distribution of four cities in the respective regions shows a tendency of clustering or something that
follows an axis and forms a corridor. Eastern region is a critical example where all four major cities are
not only closely located but they also form a corridor. In future some of them are likely to develop into
a conurbation e.g. Biratnagar-Itahari—Dharan. In the central region Kathmandu and Lalitpur are hardly
separate entities in a functional sense and four cities Birgunj, Bharatpur, Kathmandu and Lalitpur form
an axis. The western region shows almost a similar situation as the eastern region. Butwal, Tilottama
and Siddharthanagar already appear as a cluster and with Pokhara they form a corridor. Three of the
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four main urban centres of mid-western region are neatly tied in through the north-south highway.
Ghorahi is also not too far away from the rest of the major cities there. More importantly, major cities
in the far-west are closely located forming a cluster.

4.7.4 Basic facilities and urbanisation

4.7.4.1 Household facilities

Having various kinds of household facilities are indicative of development and urban areas are expected
to have more such facilities than rural areas. Table 4.38 shows data on urban households by available
facilities at the household. Twelve facilities are listed and only 6% of households are reported to be
without any of these facilities. Almost 93% of households have at least one of these facilities. Of all the
household facilities, having a mobile phone is most common and 80% of households have this facility.
Television is more common than radio and more households have a television than a radio currently.
Approximately 43% of households have cable television. With respect to vehicles for mobility, bicycles
are the most common and 36% of households reported having this facility. This is more common in the
municipalities of Tarai.

Table 4.38: Distribution of urban households by household facilities

Available Facilities lll\lol::;lel;le(:‘lc(l)sf Per cent | Available Facilities lll\lol::;lel;le(:‘lc(l)sf Percent
At least one facility 1,521,482 92.6 | Refrigerator 287,779 17.5
Mobile phone 1,313,238 80.0 | Telephone 275,604 16.8
Television 901,376 54.9 | Internet 138,139 8.4
Radio 860,044 52.4 | Motor car 49,813 3.0
Cable television 695,403 42.3 | Other vehicle 12,116 0.7
Bicycle 590,559 36.0 | Without any facility 99324 6.0
Motor cycle 301,552 18.4 | Not stated 21,391 1.3
Computer 280,903 17.1 | Total households 1,642,197 NA

Source: CBS, 2014.

Nearly one-fifth of households have a motor cycle and 3% of households have a car. Similarly,
17% of households have computer facilities, while 8% of households have Internet facilities.
About 18% of urban households have a refrigerator and 17% of households have a telephone (land
line). Overall, this distribution of urban households by household facilities should be interpreted in
isolation. Given the overwhelming dominance of rural households in the country, this proportional
distribution may not be considered low but in the context of urbanised areas elsewhere this
proportional coverage is far lower.
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4.7.4.2 Drinking water and sanitary situation

Sources of drinking water

Table 4.39 shows the distribution of households by main source of drinking water. The main source
of drinking water for the majority of households is tap/piped water. About 53% of households’ major
source is tap/piped water. Tube well and hand pumps are also used by nearly one-third of urban
households. This is also the case in Tarai municipalities. Kuwa (well), both covered and uncovered,
as a source of drinking water is reported by 6% of households. Spout water is the main source for 3%
of households. In general, with respect to safe drinking water, the urban drinking water situation is far
from satisfactory. A large proportion of households use tubewell or kuwa (well) as drinking water and
its safety or purity is unknown.

Table 4.39: Main source of drinking water

Main sources No. of households Percent
Tap/piped 867,617 52.8
Tubewell/hand pump 528,651 322
Spout water 53,188 32
Covered well/kuwa 48,960 3.0
Uncovered well/kuwa 45,459 2.8
River / stream 5,046 0.3
Others 82,277 5.0
Not reported 10,999 0.7
Total 1,642,197 100

Source: CBS 2014.

Availability of toilet facilities

Toilet facilities in a household are one of the indicators of a health sanitary situation and it is a must
for all urban households. Nepal’s municipalities are poor in their household coverage of toilet facilities
and the sanitary situation again is far from satisfactory. The Population and Housing Census of 2011
reported three types of toilet facilities in households. These include a flush toilet, ordinary toilet and
no toilet. Overall, 66% of urban households have a flush toilet, 16 % have an ordinary toilet, 17% have
no toilet and about 1% were recorded as not reported. Table 4.40 shows the distribution of households
without toilet facilities in detail. Of the 130 municipalities more than 60% of households do not have
toilet facilities in 14 municipalities. Among them Shambhunath, Gausala, Dhanushadham, Lumbini
Sanskritik and Ishworpur respectively have the lowest percentage, where more than 70% of households
in these municipalities do not have toilet facilities at their household. Mirchaiya, Rangeli, Dullu,
Shivraj, Kanchanrup and Chhireswornath are also among the municipalities where more than 65%
of households do not have toilet facilities. The number of municipalities where more than 50% of
households do not have toilet facilities is 21 (16%). Most of these municipalities are from Tarai and are
the newly added municipalities.
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Table 4.40. Distribution of urban areas by percent of households without toilet facilities

Percentage of households having no toilet No. of municipalities Percent
More than 60 14 10.8
50-60 7 54
40-50 12 9.2
30 -40 14 10.8
20 -30 14 10.8
10-20 29 223
5-10 20 15.4
Less than 5 20 15.4
Total 130 100

Source: CBS, 2014.

In 12 municipalities 40% to 50% of households do not have toilet facilities. Among them, with the
exception of Sanfebagar and Dipayal-Silgadi, all municipalities are from the Tarai, including Harion,
Gaur, Nijgadh, Lalbandi and Gadimai. It is only in 69 municipalities (less than 50%) where only less
than 20% of households do not have toilet facilities. In other words, more than 80% of households
there have toilet facilities. Importantly, Lalitpur, Kathmandu, Bhaktapur, Pokhara, Kirtipur, Lekhnath,
Madhyapur-Thimi, and Bharatpur, are 8§ municipalities where households without toilet facilities are
less than 1%.

A flush toilet is another indication of sanitary situation. In recent years it has become symbolic with
socio-economic status and household wellbeing in urban areas. Table 4.41 shows the distribution
of municipalities by percentage of households with flush toilet facilities. On average, 66% of urban
households have flush toilets but household distribution with flush toilet facilities is uneven. Only
10% of municipalities have more than 80% of households with flush toilets. Almost one-third of
municipalities have less than 30% of households with flush toilets.

Table 4.41: Distribution of urban areas by percentage of households having flush toilet

Percentage of households with flush toilet No. of municipalities Percent
More than 80 13 10
70-80 24 18.5
60-70 15 11.5
50 - 60 19 14.6
40- 50 17 13.1
30-40 24 18.5
20-30 9 6.9
Less than 20 9 6.9
Total 130 100

Source: CBS, 2014.
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4.7.5 Sources of lighting

Four major sources of lighting in urban households are electricity, kerosene, biogas and solar.
Electricity is the main source of lighting reported by almost 90% of households. Kerosene was
reported as a main source of lighting by 7.4% of households. Biogas and solar were also reported as
a main source of lighting by some households but the proportion of households was very minimal,
0.3% and 0.8% respectively.

Electricity is the main source of lighting in urban households. However, two interesting observations
are noted in the census data. No municipalities had 100% of households using electricity as their main
source of lighting. Second, in Dullu municipality (Dailekh) the proportion of households reporting
electricity as the main source of lighting was only 4.2%, while about 41% of households there reported
solar as their main source of lighting (the highest of all municipalities). Table 4.42 shows the distribution
of municipalities by households using electricity as the main source of lighting. Of all the municipalities
Bhaktapur ranks highest with an electricity coverage of 98.6%. Except in Kirtipur, the rest of the four
municipalities in Kathmandu valley have more than 98% of households using electricity as their main
source of lighting in 2011. All the top 10 municipalities in respect to electricity coverage are from the
existing 58 municipalities or, in other words, the older municipalities. Among the new municipalities
more than 96% of households have electricity as the main energy source for lighting in Chitraban,
Besisahar, Khairahani and Chautara.

Table 4.42: Urban households using electricity as usual source of lighting

Percentage of households using electricity as No. of municipalities Percent
usual source of lighting

More than 95 28 21.5
90-95 35 26.9
80-90 32 24.6
70 - 80 14 10.8
60-70 8 6.2
50 - 60 8 6.2
Less than 50% 5 3.8
Total 130 100

Source: CBS, 2014.

Many municipalities show a typical rural character with their poor electricity coverage in respect
of lighting facilities. There are municipalities such as Taplejung (39.9%), Mangalsen (40.4%),
Shambhunath (42.2%) and Sanphebagar (48.3%) where less than 50% of households are using
electricity as the main source of lighting, in addition to Dullu where it is only 4.2%. Overall a
larger proportion of municipalities had 90% to 95% of households using electricity as their main
source of energy for lighting.

The use of kerosene as usual source of lighting is a characteristic of rural households in Nepal. However,
a sizeable proportion of urban households reported using kerosene as a usual source of lighting. On
average Kerosene was reported as the usual source by 7% of households in urban areas but there are
many municipalities where more than 30% of households use kerosene as the usual source of lighting.
Table 4.43 shows the distribution of municipalities by the percentage of households using kerosene as
the usual source of lighting. The rural character of urban places is observed in many municipalities.
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Table 4.43: Urban households using kerosene as usual source of lighting

Per cent of households using No of municipalities Percent
kerosene as usual source of lighting

More than 30 12 9.2
20-30 9 6.9
15-20 7 54
10-15 30 23.1
7.5-10 9 6.9
5-75 20 15.4
Less than 5 43 33.1
Total 130 100

Source: CBS, 2014.

As of 2011 more than 15% of urban households used kerosene as the usual source of lighting in 28 out
of 130 municipalities. Likewise, in 23% of municipalities, the proportion of households using kerosene
as usual source of lighting ranges from 10% to 15%. It is only in one-third of municipalities where less
than 5% of households use kerosene as usual source of lighting.

4.7.6  Usual type of fuel for cooking

Table 4.44 shows the distribution of households by usual type of fuel used for cooking. LP gas and
firewood are the two main sources of fuel used for cooking in urban areas. By 2014, slightly more than
50% of households were using LP gas for cooking. Wood or firewood still continues to be one of the
two main sources and 41% of households still use this as the main source of cooking. Biogas is the
source for 3% of households while cow dung is still used by an equal percentage of households.

Table 4.44: Households by usual type of fuel used for cooking

Usual type of fuel No. of households Percent
LP gas 827,604 50.4
Wood / firewood 677,849 41.3
Bio gas 48,474 3.0
Cow dung 43,144 2.6
Kerosene 25,738 1.6
Electricity 1,720 0.1
Others 6,315 0.4
Not reported 11,353 0.7
Total 1,642,197 100

Source: CBS 2014.

Between 2001 and 2011 some notable changes in the use of fuel for cooking have taken place. In
2001 there was no mention of LP gas as a fuel for cooking, while it is ranks first in fuel used in 2011.
Similarly kerosene was used by 36% of households in 2001 but there is no mention of kerosene as a fuel
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for cooking in 2011, however, 7% of households are using it for lighting. Biogas, was not reported in
the 2001 census but is used by 3% of households for cooking. Cow dung, not noted in 2001, is used by
about 3% of households in 2011. Some changes have taken place in the pattern of fuel used for cooking
but how much of this change is attributed to the newly designated municipal situation and how much is
change within existing ones (i.e. older municipalities) is yet to be analysed.

4.8. Conclusion: The future of Nepalese urbanization

Nepal’s urbanisation level is low by all standards but its growth has been quite rapid in recent years.
Currently, only 13 out of 75 districts do not have urban areas, against 33 districts without urban areas in
2001. There has been a recent increase in the number of municipalities. Among 130 municipalities, the
majority have between 20,000 and 50,000 people. Regional dimensions are evident, with Kathmandu
valley and Tarai being more urbanised than other regions by national standards. Population growth rates
are higher for moderate sized municipalities than smaller ones or those over 100,000 populations. Much
of this growth is contributed by the designation of new municipalities between the census years. This
is one of the reasons that despite the prevalence of urban primacy, the growth rates of municipalities
above 100,000 populations are not among the highest. There have been changes in the rankings of
urban places over the years but Kathmandu as a capital city continues to dominate. None appear to
challenge its dominance in the immediate future.

Demographically, the urban population is mature and the dependency ratio is low. The proportion of
both children and elderly are small by national and rural standards. To date literacy and educational
attainments are not up to the required standard. Thirty per cent of females and 15% of males are illiterate
in urban areas. The gender gap prevails, although it is not as high as in rural areas. This is despite
continuous improvement in literacy rates and educational attainment over the decades. Urban areas
represent 124 out of 125 caste/ethic groups reported by the census of 2011 of the country.

The urban population structure is in a stage of reaping the rewards of the demographic dividend. Urban
areas need to demonstrate their characteristics as centres of opportunity but as of 2014, most cities in
Nepal are primarily designated areal units with sizeable populations and municipal administrations.
The usual expectation of urbanism demonstrated by household coverage of basic services and
developmental infrastructure, educational superiority and many other urban attributes are not superior
to many rural areas in the country. Only a limited number of municipalities, probably less than 40 out
of 130, demonstrate urban qualities, the others may be called urban centres without urban facilities.
Contrary to the general expectation of an increase in urban density over the years, at the regional
level all ecological and development regions, except Kathmandu valley, recorded a decrease in urban
density in the 2011 census compared to 2001. Nonetheless, when municipalities common to both theses
censuses only are taken into consideration, all regions show an increase in density.

Urban areas are comparatively better off with an HPI of 18.5 while rural areas are worse off with a
corresponding figure of almost 34. Likewise the HDI value of 0.579 (for 58 municipalities) against the
national average of 0.490 shows urban areas as better off but with the designation of new municipalities,
these values are likely to be lower, although the index is still likely to remain higher than the national
average. Urban poverty is an issue and 15% of the urban population live below the poverty line as of
2011. This value is likely to get higher with the newly added rural-like municipalities. Urban primacy
continues and clustering tendencies of major municipal areas are evident in almost all development
regions. Safe water supply and the sanitary situation are not satisfactory as yet. Tap/piped water is the
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main drinking water source for 53% of households only. A large proportion of households lack toilet
facilities. LP gas is the main fuel for cooking but the proportion of households using firewood is still
considerable. In more than 10% of municipalities, kerosene is the main source of lighting for more than
30% of households.

Several contextual scenarios suggest a likely increase in urbanisation. First, rural urban migration is
increasing. In the 2011 census, of the four migration streams the share of rural to urban migration was
33.4% compared to 25.5 % in 2001. Second, nearly 2 million people are recorded as absentee abroad
and when they return there is a tendency of the returnee moving to areas with better facilities, probably
in urban areas, if not the capital city. Third, the Nepal Living Standards Survey 2010/11 reported 56%
of households receiving remittance and over time the tendency to invest in urban areas is increasing.
Fourth, an occupational shift among new generations towards non-agricultural activities is evident. All
these scenarios directly and indirectly help create a conducive situation for further growth of urban
areas and urbanisation. Again, the government tendency of designating more and more urban areas
fairly frequently further reinforces the likely increase in urbanisation.

A projection based on the Population Perspective Plan 2002-2027 stated that 32% of the country’s
population would be living in urban areas by 2027 (MoHP/UNFPA 2005). In the mean time and in
absolute terms the increase in the level of urbanisation from 14% in 2001 to 27% in 2011 is not only
a positive development but also a significant achievement for the country. However, this achievement
must be interpreted in the context of what kind of urban characters these newly designated urban centres
have added in the total urbanisation scenario of the country and how they compare internationally.
Having more urban areas may be considered important but more important questions to consider before
advocating for more and more municipalities are whether: 1) existing municipalities have adequate urban
facilities, i) the criteria adapted for the designation of a municipality are appropriate or functional, iii)
there are institutional mechanisms to deliver social provisions efficiently to urban households, and
iv) environmental conditions are conducive for future population and infrastructural expansion and/or
service delivery provision.

Nepal’srecent increase in urbanisation level appears to be consciously guided by bringing its urbanisation
level on a par with its neighbouring SAARC countries and by a vision of raising the nation’s overall
development status from one of the least developed countries to one of the developing ones by the year
2022 as noted in the concept paper of Thirteenth Plan, 2013/14 -2015/16 (NPC, 2013). Practically, at
present the population size appears to be the prime criteria for designating urban areas although it is
said that more than a dozen criteria were discussed before designation. This criterion at present only
increases the number of municipalities, with a corresponding increase of the urban population in size.
Therefore, there is a need to come up with a more functional and economic criteria so that urban areas
reflect urbanism, a missing dimension in urban designation in Nepal. On the whole, in all likelihood
urban areas in Nepal are likely to increase. For various social and economic reasons, most people see
their future in urban areas and correspondingly urban areas in general hold their future.
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Annex 1

Map: 2
Distribution of Municipalities in Eastern Development Region, 2014
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Map: 3
Distribution of Municipalities in Central Development Region, 2014
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Annex 3

Map: 4
Distribution of Municipalities in Western Development Region, 2014
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Annex 4
Map: 5
Distribution of Municipalities in Mid-western Development Region, 2014 }”\
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Annex 4.5

Map: 6
Distribution of Municipalities in Far-western Development Region, 2014
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CHAPTER 5

HUMAN POPULATION AND
ENVIRONMENTAL
PROBLEMS IN NEPAL

Kedar Rijal, PhD*

Ramesh Prasad Sapkota**

Abstract

Nepal is characterised by diverse physiographical and ecological features. Nepals population has
been increasing over the decades. This trend of population growth is linked with different aspects of
emerging environmental issues and concerns. It has been noted in many circumstances that human
population size, affluence of the country and environmental consequences are interrelated. Although the
connections are innumerable, the nexus between population growth and the environment has generated
different environmental problems such as solid waste management, water pollution, air pollution and
different forms of natural disasters in Nepal. Similarly, climate change is also affecting the growth and
development of the nation. The inexorable pattern and direction of the change has nationwide adverse
effects on key economic sectors. In this context, environmental quality should be improved by more
awareness of the environment and addressing the reciprocate momentum created by population growth
on the environment. Close harmony between urbanisation and environmental quality is essential for
overall sustainable development of the nation.

5.1. Introduction

5.1.1 Background

Nepal, with an area of 147,181 km? is characterised by diverse physiographical and ecological features within
a span of about 200 km distance from south to north, and 885 km distance from east to west. Within this short
span, the elevation ranges from around 70m in the south to 8,848m in the north. On the basis of climatic zones,
the country can be divided into tropical zone, sub-tropical zone, temperate zone, sub-alpine zone and alpine zone.
Similarly, in relation to physiographic landscapes, extending from north to south, the Himalayan country can be
divided into Higher Himalaya, High Mountains, Middle Mountains, Siwalik and Tarai region (Table 5.1).

*  Dr. Rijal is Professor, Central Department of Environmental Sciences, TU.
**  Mr. Sapkota is Lecturer in Amrit Science College, TU.
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Table 5.1: Major physiographic landscapes of Nepal

Landscapes Altitude (masl) 2:::2;?;) Features
(1)

Covered by snow and ice for almost all the
Higher Himalaya Above 5,000 m 24 | year, major region for the source of water
resources (rivers)

High Mountains 3,000 — 5,000 m 20 | Alpine and sub-alpine climate
Lesser Himalaya or Composed of a network of mountain ridges,
Middle Mountains 1,000 -2,000 m 30 valleys and gorges

Contains series of low ridges in a twisting

Siwalik or Chure 500 — 1,000 m 12
pattern

Tarai Below 500 m 14 | Flat plains, hot monsoon

Source: Modified from MoE, 2010

Of the physiographic regions of Nepal, Tarai plain and Siwalik are the potential areas for construction materials
(sand and gravel), ground water and petroleum resources. Lesser Himalaya is promising for metallic minerals,
industrial minerals, marble, gemstones, fuel minerals, and construction materials. Some of the areas in Higher
Himalaya have potential for precious and semiprecious stones, marble and metallic minerals. Similarly, Tibetan
Tethys, which lies in north of Higher Himalaya, is prospective for limestone, gypsum, brine water (salt) and
natural gas (http://www.dmgnepal.gov.np).

Nepal, based on size, is ranked 93rd in the world. It has 9 out of the 14 world’s highest peaks that exceed above
8,000m in height including the world’s highest peak, Mount Everest. The country represents a transitional zone
of two bio-geographical realms: the Palaearctic and the Indo-Himalayan resulting in uniqueness in forest types,
landscapes and biodiversity.

5.1.2 Climate

Different types of climate are found in Nepal ranging from the tropical humid type in the Tarai to colder, dry
continental and alpine through the middle and the northern mountainous regions. The Tarai and the Siwalik
regions have a hot monsoon or tropical/subtropical climate with hot, wet summers and mild, dry winters. The
Lower Middle Mountains have a warm temperate monsoon climate with warm, wet summers and cool, dry
winters. Similarly, the Middle Mountains have a cool temperate monsoon climate, with mild wet summers and
cool, dry winters. The High Mountains have an alpine/sub-alpine climate, with cool summers and frosty winters
and the High Himalaya above the snowline has a tundra type arctic climate, with perpetual frost and cold desert
conditions.

Precipitation varies considerably throughout the regions of Nepal (Figure 5.1) Average annual rainfall for the
whole country is approximately 1800 mm, and it ranges from 250 mm to 4500 mm (DHM, 2010). There are two
rainy seasons. The more prominent of the two lasts from June to September when the southwest monsoon brings
about 80% of the total rainfall. The other, which accounts for 20% of the total annual rainfall, occurs during the
winter. The eastern part of the country experiences more rain than the western part. The downpour is highest in
the hilly regions of the central part of the country. It is particularly so at the southern flanks of the Annapurna
Range and continues to decrease both on the northern and southern sides. This is mainly due to the highly spatially
varying topography resulting in varying orographic effects in the country (WECS, 2011). Snowfall is confined to
the northern and western mountainous regions, especially at elevations above 3,500 meters.
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Figure 5.1: Monsoon rainfall in Nepal (Source: DHM, 2010)
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The ranges of temperature also vary considerably in Nepal. Mean temperature of the country is around 15°C and
this increases from north to south, with the exception of mountain valleys. In Tarai the average temperature is
above 25°C, while it is around 25°C in Siwaliks, about 20°C in the Middle Mountains and between 10 and 20°C in
High Mountains. The maximum temperature during the summer and late spring, being the warmest season, ranges
from more than 40°C in the Tarai to about 28°C in the mid-section of the country (WECS, 2011). Much colder
temperatures prevail at higher elevations. Nepal’s temperature trend over time is provided in Figure 5.2

Figure 5.2: All Nepal temperature trend (Source: DHM, Nepal; cited from MoE, 2011)
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5.1.3 Demography

Nepal is a multi-lingual, multi-religious, multi-ethnic and multicultural country inhibited by 125 castes and ethnic
groups. Population distribution is very unequal in terms of ecological regions. The population of Nepal as of the
census day (June 22, 2011) stands at 26,494,504. The increment of population during the last decades is recorded
as 3,343,081 with an annual average growth rate of 1.35%. The population of Nepal is distributed as 6.7%, 43.0%
and 50.3% in three ecological belts, Mountains, Hills and Tarai respectively. The population density of Nepal has
been estimated to be 180 per sq. km, with a population density of 34, 186 and 392 persons per sq. km respectively
for Mountains, Hills and Tarai regions of Nepal. Among the 75 districts in Nepal, Kathmandu district has the highest
density of 4,416 persons per sq. km and Manang district the least density of 3 persons per sq. km (CBS, 2011; http://
www.cbs.gov.np).

5.1.4 Economy

Nepal’s economy is based largely on the use of natural resources, particularly agriculture land, forests, wetlands
and rangelands. Agriculture (including fishery) and forestry remain the country’s principal economic activities,
and employ 80% of the population and constitute about 35% of the total Gross Domestic Product (GDP). At the
national level, 28% of all households income comes from agriculture and forestry, 37% from nonfarm enterprises,
17% from remittances and 16% from own housing consumption (CBS, 2011). Nepal ranks in 145" position in the
Human Development Index (HDI) (UNDP, 2014).

The Gross Domestic Product (GDP), which indicates the economic status of the country to a great extent, in
the year 2010/11 and 2011/12 was about US $714 and US $706 respectively and the estimate for 2012/13 is
about US $717. The economic growth measured by the GDP was 3.56% in 2012/2013. About one fourth of the
population (25.16%) live below the poverty line as per the Nepal Living Standards Survey 2010/11 and the Gini-
Coefficient, which indicates inequality in income distribution, is 0.328 (CBS, 2013a). Table 5.2 shows some
important macroeconomic indicators of Nepal.

Table 5.2: Important macroeconomic indicators of Nepal

Indicators 2010/11 2011/12 2012/13*
Annual growth rate GDP (%) 3.85 4.48 3.56
Per capita GDP, current prices (NRs.) 51,594 57,202 62,510
Per capita GDP (US §) 714 706 717
Export of goods and services/GDP (%) 8.9 10.02 10.34
Import of goods and services/GDP (%) 32.92 33.40 38.79

Source: CBS, 2013a
*provisional

The structure of the Nepalese economy has been changing gradually over time. The contribution of the agriculture
and industry sectors to the GDP has showed a declining trend overtime, while the opposite is true for the services
sector. While classifying the GDP into agriculture and non-agriculture sectors, the contribution of the agriculture
sector showed a declining trend while the non-agriculture sector showed the opposite. The contribution of the
agriculture sector to the GDP at current prices stood at 37.4% in FY 2001/02, while it declined to 33.1% in the
fiscal year 2013/14 (MoF, 2014).

As it has been indicated, agriculture is the most important sector of the economy and the majority of the Nepalese
population is supported by it. All the efforts made to increase agricultural output and productivity have met with
little success mainly due to increasing population density and the consequent decrease of cultivable land per
capita. Table 5.3 shows the production of important crops of Nepal from 1952 to 2011. The production of these
crops is the major source contributing to the subsistence intensive economy of the country.
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Table 5.3: Production (metric tons) of important crops of Nepal

Total paddy Total maize Total millet Total wheat | Total barley
Census years production production production production production
1952-54* 2,500,000 831,000 60,000 122,500 16,500
1961/62 2,108,000 843,000 63,000 138,000 20,000
1971/72 2,344,000 759,000 130,000 223,000 25,000
1981/82 2,560,080 751,520 121,710 525,930 23,320
1991/92 3,222,540 1,204,710 228,660 761,960 27,640
2001/02 4,164,687 1,510,770 282,570 1,258,045 30,790
2011/2012 5,072,249 2,179,414 10,021 1,846,193 34,816

Source: MOAD Datasets
*average of 1952 and 1954

5.2 Methodology

Secondary data sources were reviewed for preparing this chapter. Data published from governmental, non-
governmental and international non-governmental organisations have been taken as references. Some data sources
were the output of synergistic efforts of both governmental and non-governmental organisations.

Data sources from government include:

Central Bureau of Statistics Datasets - Population Census Datasets, Population Monograph of Nepal,
Environmental Statistics of Nepal (2013); Department of Forest Research and Survey - Tarai Forests of Nepal,
Churia Forests of Nepal; Ministry of Agriculture Development Datasets - Agriculture Census Datasets; Solid
Waste Management and Technical Support Centre - Solid waste related data; Ministry of Science, Technology and
Environment - NAPA, information regarding climate change issues and impacts; Department of Environment —
Ambient Air Monitoring Datasets; Ministry of Home Affairs — Nepal Disaster Reports; Department of Hydrology
and Meteorology — Climatic Data; Water and Energy Commission Secretariat — Energy Synopsis Report; Ministry
of Finance — Information on economic status of the country.

Data sources from national and international non-governmental organisations include:
National Trust for Nature Conservation - Bagmati Action Plan: for water quality related data; International
Centre for Integrated Mountain Development — Publications focusing on climate related issues and GLOF; Asian

Development Bank — Solid waste related data; Practical Action, Nepal — Climate related data; Other references
(publications of other related stakeholders and individuals).

While preparing this chapter, major issues listed in the Framework for Development of Environmental Statistics

(FDES) were considered. FDES is a multi-purpose conceptual and statistical framework that is comprehensive
and integrative in nature and combines data from various relevant subject areas and sources of environment.

5.3 Trends of population growth

The first census carried out in Nepal during 1911 determined the total population of the country to be 5.63
million. A slight decrease in the population was observed during 1920 and 1930 after which it started increasing
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continuously from 1941 onwards. There were 9.41 million people in the country in 1961, which reached 11.55
million and 15.02 million in the years 1971 and 1981 respectively. The next population census in 1991 recorded
a total population of 18.49 million. The population census of 2001 recorded a population of 23.1 million with an
annual rate of growth equal to 2.25%. Similarly the population census of 2011 determined the total population of
Nepal as 26.49 million with an average annual growth rate of 1.35% (Table 5.4)

Table 5.4: Population of Nepal (1911 to 2011)

Year Total population | Change in population Increase rate Doubling time
1911 5,638,479 - - -
1920 5,573,788 64,961 -0.013 -
1930 5,532,774 41,214 -0.07 -
1941 6,283,649 751,075 1.16 60 years
1952-54 8,256,025 1,972,976 2.28 31 years
1961 9,412,996 1,156,371 1.64 42 years
1971 11,555,983 2,142,987 2.05 34 years
1981 15,022,839 3,466,856 2.62 26 years
1991 18,491,097 3,468,258 2.08 33 years
2001 23,151,423 4,660,326 2.25 31 years
2011 26,494,504 3,343,083 1.35 52 years

Source: CBS, 1991, 2001, 2011

Table 5.5 depicts that the percentage share of the population is increasing in the Tarai region. Similarly, the
percentage of population is a decreasing trend in Mountains and Hills over the intercensal periods. This clearly
shows the migration of the population from Mountains and Hills to the Tarai region. However, in all cases the
population density is increasing due to the increasing rate of population growth in Nepal (Table 5.6).

Table 5.5: Population of Nepal as per ecological regions (1971 to 2011)

Ecological regions 1971 1981 1991 2001 2011
Mountains 1,138,610 1,302,896 1,443,130 1,687,859 1,781,792
(9.9) (8.7) (7.8) (7.3) (6.7)
. 7.163,115 8,419,889 10250111 | 11,394,007
Hills 6.071,407.(52.5) | “47 77y (45.5) (44.3) (43.0)

. 6,556,828 8,628,078 11212453 | 13318,705
Tarai 4,345,966 37.6) | 743 (46.7) (48.4) (50.3)
Nenal 11,555,083 | 15,022,839 | 18491,007 | 23,151,423 | 26494,504

P (100) (100) (100) (100) (100)

Source: CBS, 2003; CBS, 2014
Figures in parenthesis indicate percentage
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Table 5.6: Population density as per ecological regions of Nepal (1971 to 2011)

Population Year Physiographic regions Total popu-
parameter Mountain Hill Tarai Total lation
1971 22.0 99.0 127.8 78.5 11,555,983
Density per sq. 1981 25.1 116.8 192.7 102.2 15,022,839
k. 1991 27.9 137.3 253.6 125.6 18,491,097
2001 33.0 167.0 330.0 157.0 23,151,423
2011 34.0 186.0 392.0 180.0 26,494,504

Source: CBS, 2003; CBS, 2014

The growing population in Nepal can be linked with different impacts it has on the environment. Increasing
demand for resource use and consumption has a direct impact and could cause deterioration of the environmental
situation in Nepal.

5.4. Growing population and environmental problems in Nepal

Environmental degradation is becoming one of the biggest problems in Nepal. The problems are due to short-
sighted behaviours such as the generation of unregulated emissions of air pollutants, direct discharge of water
pollutants in aquatic ecosystems and haphazard disposal of waste. With the increase in human population, which
is a dynamic factor for environmental degradation, natural resources are under increasing pressure creating;
a depletion of resources; fragmenting and eliminating the habitat of plants and animals; causing ecosystem
degradation; water shortages; loss of forests; air and water pollution and degradation of riverine ecosystems;
altering regional climates and their dynamism; and also increasing health and environmental costs. All these
issues are because more people are demanding more resources and generating more waste. Population growth
and distribution have significant roles to play in the sustainability of natural resources. With the growth of the
population, people’s lifestyle and consumption patterns directly affect the environment. At the same time, human
activities are also degrading the capacity of natural ecosystems to regenerate or maintain renewable resources and
ecosystem services, converting the ecological services to economic services.

The linkages between human activity and environmental degradation are myriad and complex. But simplifying
the nexus, contributing factors can be grouped into three categories: human population size, the per-capita
rate of consumption of energy and materials that contribute to affluence, and the impacts stemming from the
technologies used to provide the per-capita rate of consumption. Expressing these factors with an “equation”
takes the following form:

Environmental Impact = Population Size X per capita Affluence level X impact from the Technologies used
to achieve that level of per-capita affluence

This “IPAT equation” (Ehrlich & Holdren, 1971; cited by Harte, 2007) is a useful equation showing the link
between population, affluence, and technology and the significant role each of these plays in determining
environmental impact. The expanded version of ‘IPAT equation’ separated technology into two factors: resource
intensity (how many reserves are used to produce earth unit of consumption) and waste intensity (how much
waste each unit of consumption generates) and also considers the sensitivity of the environment.
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5.4.1 Solid waste

Management of solid waste is one of the major environmental issues in Nepal, especially in urban areas. The
urban population growth and changing consumption patterns has resulted in the increased generation of waste.
An increasing use of packaged food items, plastics and other modern household appliances are some of the
examples indicating changing consumption pattern, especially in urban areas of Nepal. Moreover, healthcare
waste management issues are also prevalent with the increase in the number of hospitals operating (currently 301
private hospitals and 102 government hospitals which are directly under the MoHP) in the country (CBS, 2013c).
While waste segregation has been started in most of the hospitals, other aspects of healthcare waste management
such as transportation and disposal are neglected; in many cases it is disposed along with municipal solid waste.
Similarly, the generation and management of electrical and electronic wastes and hazardous waste is also an
emerging concern in urban areas. Solid waste management practices in different municipalities such as dumping
in riverbanks, roadsides, or other low-lying lands, or in open pits or temporary open piles, without significant
technical and socio-economic studies, is also another problem of solid waste management.

A survey conducted by Solid Waste Management and Technical Support Centre (formerly Solid Waste
Management and Resource Mobilisation Center) has determined different waste fractions in terms of percentage
composition by wet weight obtained from the analysis of waste samples of each municipality. The average physical
composition of household waste of 58 municipalities was grouped in four major waste components, i.e. organic
waste, recyclable, inert and others (with average values by wet weight %), that play a vital role in treatment and
recycling/resource recovery aspects of waste management. This information is represented graphically in Figure
5.3. The study showed that 61.6% of the municipal waste constitutes organic waste (SWMRMC, 2008).

Figure 5.3: Average value (by wet weight) of waste in municipalities (Source: SWMRMC, 2008)
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Similarly, a study conducted by the Asian Development Bank (ADB), showed that the average composition of
Municipal Solid Waste is 56% organic waste, 16% plastics, 16% paper and paper products, 3% glass, 2% metals,
2% textiles, 1% rubber and leather, and 4% others (ADB, 2013).

Figure 5.4 shows waste production by 58 municipalities from 2006/07 to 2012/13, reflecting the increasing trend of
generation of solid waste in recent years, except a slight decrease for the year 2012/2013. The generation of solid
waste in the newly declared 72 municipalities may reflect similar conditions due to related circumstances faced by
all municipalities such as inadequate technical, infrastructural and financial resources to tackle the problem of waste
management. It should be noted, that with increasing public awareness about the necessity of healthy living and proper
sanitation, solid waste management has now become a priority of many municipalities in Nepal.
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Figure 5.4: Average waste generation by municipalities of Nepal
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Source: CBS, 2013b

A study by ADB on solid waste of different municipalities in different ecological regions recorded different
average household waste generation rates (Table 5.7). Tarai municipalities generate the largest amount of per
capita daily waste (ADB, 2013). The household waste composition analysis of 58 municipalities from the study
indicates that the highest waste fraction is organic matter (66%), followed by plastics (12%), paper and paper
products (9%), others (5%), and glass (3%). Metal, textiles, and rubber and leather each accounted for 2%, 2% and
1% respectively (ADB, 2013). The high organic content indicates a need for frequent collection and removal, as
well as good services for organic waste resource recovery. The content of major reusable and recyclable materials
(i.e., plastic, paper and paper products, metal, glass, rubber and leather, and textiles) comprised 29% on average.

It is also noteworthy that the composition of household waste varied greatly among different geographical
locations. Table 5.7 compares the average household waste composition of municipalities in different ecological
regions: Mountains, Hills, and Tarai. The organic fraction was comparatively higher in the Tarai municipalities
than in the Mountain and Hill regions.
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Table 5.7: Average generation and composition (%) of household wastes in different ecological regions

Ecological regions

Composition Mountain‘ munici- Hill municipality Tarai municipality
pality

ﬁ(\)fizﬁgliz;ly waste generation (kg/ 049 0.72 0.88
Organic waste 51 65 69
Plastics 11 13 10
Paper and paper products 11 9 9
Glass 3 4 2
Metals 3 2 2
Textiles 4 3 2
Rubber and leather 1 1 1
Others 16 3 6

Source: ADB, 2013

5.4.2 Air and water pollution

The emission inventory carried out by ICIMOD in Kathmandu Valley shows the total emissions from human
activities from all uses to be close to 196 tons per year. More than half the emissions were determined to be of
particulate matter (PM  and PM, ); followed by CO, the second major pollutant contributing 32%, while all
of the other pollutants combined contributed about 16% (ICIMOD, 2012). Resuspension of dust from roads
by vehicles is one of the major factors for the high value for particulate matter in the ambient concentration.
Figure 5.5 highlights total emissions from different sectors in Kathmandu Valley. The results showed that the
transportation sector accounted for 69% (136 tons per year) of the total pollution load. Combustion from energy
was negligible, and combustion from manufacturing industries accounted for only 2%, while combustion in other

sectors (residential, commercial, and forestry) was responsible for 24% of the load (49 tons per year).

Figure 5.5: Total emissions from different sectors in Kathmandu (Source: ICIMOD, 2012)
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The ambient air quality monitoring in three of the stations: Bhaktapur, Machhegaun and Putalisadak of Kathmandu
Valley, measuring PM10 levels on a daily basis showed that the values are higher than the National Ambient Air
Quality Standards (2069) value in urban settings in Putalisadak and the semi-urban setting of Bhaktapur (Table

5.8) The National Ambient Air Quality Standards for PM10.is 120 pg/m3 for 24 hours averaging time.

Table 5.8: Air quality in three stations of Kathmandu Valley

SN

Month

Machhegaun

Putalisadak

Bhaktapur

Max

Min

Avg.

Max

Min

Avg.

Max

Min

Avg.

Baisakh, 2070
(17th April — 16th May,
2013)

93

47.29

407

65

190.67

192

51

119.5

Kartik, 2070
(20th Oct - 15th Nov,
2013)

51

17

33.41

585

220

416.48

148

51

101.64

Mangsir, 2070
(16th Nov — 15th Dec,
2013)

32

15

20.73

462

190

360.83

112

30

86.73

Poush, 2070
(16th Dec 2013 — 14th
Jan, 2014)

55

30

42.00

355

83

277.63

175

102

128.8

Magh, 2070
(15th Jan — 12th Feb,
2014)

93

31

57.05

397

118

259.75

151

112

132.34

Falgun, 2070
(13th Feb — 14th Mar,
2014)

85

21

46.97

382

64

233.02

152

80

121.73

Chaitra, 2070
(15th March — 13th
April, 2014)

166

54

89.64

411

122

269.87

236

120

182.67

Baisakh, 2071
(14th April — 14th May,
2014)

105

76

93.53

386

287

32191

216

99

176.63

Jestha, 2071
(15th May — 17th May,
2014)

104

96

99.33

317

287

300.67

211

174

192.27

Average

58.88

Avg.

292.31

Avg.

138.03

Daily data available from http://doenv.gov.np

In Nepal about 64% of households cook their food using wood/firewood on open fires or traditional stoves (Table
5.9). Such cooking practices produce high levels of household (indoor) air pollution, which includes a range of
health damaging pollutants such as fine particles and carbon monoxide. In poorly ventilated houses, smoke in and
around the home can exceed acceptable levels for fine particles. In Nepal, exposure is particularly high among
women and young children, who spend most of their time near the fires.
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Table 5.9: Households by usual type of fuel used for cooking

Wood/ | Kero- Cow . Elec- Not
Area Total firewood sene LP gas dung Biogas tricity Others stated
Nepal | 5,423,297 | 3,470,224 | 55,610 | 1,140,662 | 563,126 | 131,596 4,523 | 22,583 | 34,973
E;l 1,045,575 268,643 | 20,990 707,674 15,776 19,121 1,255 4,107 8,009
Rural | 4,377,722 | 3,201,581 | 34,620 432,988 | 547,350 | 112,475 3,268 | 18,476 | 26,964

Source: CBS, 2011

Table 5.10 reflects the exposure to TSP and CO due to the emission from traditional stoves. It shows that the
concentration of TSP is higher than 1500 pg/m? in all the sampled hilly districts of Nepal. Similarly, the exposure
to CO is more than 60 ppm in all the studied districts.

Table 5.10: Exposure to TSP and CO on traditional cooking stoves

Study location | Pollutant Exposure on traditional Source
stoves
TSP (ng/m3 3170

Gorkha (pg/m3) Reid, 1996
CO (ppm) 280
TSP (ug/m3 3110

Beni (ug/md) Reid, 1996
CO (ppm) 310
TSP (ug/m3 1750

Mustang (ng/m3) Reid, 1996
CO (ppm) 64
. TSP (pg/m3) 8200

Bardibas Pandey, 1990
CO (ppm) 82.5

Source: Practical Action, 2009

Water pollution is also a growing concern particularly in urban areas of Nepal. An increasing trend of Biochemical
Oxygen Demand (BOD) and a decreasing trend of Dissolved Oxygen (DO) in the rivers indicates the degradation
of water quality. Urban rivers are degrading significantly as they flow down towards densely populated city
cores. Table 5.11, based on the MWSP (2000) study, shows the status of water quality of the Bagmati River with
different parametres in upstream at Sundarijal and downstream at Khokana. The values indicate the scenario of
degradation after passing through urban population areas. As shown in the table, water quality parametres reflect
that Bagmati River water is still pristine in the upstream region (except for the occurrence of Coliform) but gets
heavily polluted as it subsequently reaches city cores and passes downstream.
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Table 5.11: Water quality parameters of Bagmati River

Parameters Sundarijal (upstream) Khokana (downstream)
Total Suspended Solids (mg/L) 5 70
Chloride (mg/L) 1 24
Ammonia (mg/L) 0.03 11
Biochemical Oxygen Demand

(mg/L) 1.3 65
Coliform counts (per 100 mL) 1000 1,000,000
Dissolved Oxygen (mg/L) 8.9 1.7

Source: MWSP, 2000

5.4.3 Rising demand for energy use

Nepal’s energy resources can be classified into three categories: traditional, commercial and renewable. Traditional
energy (which makes up 87% of the total energy consumption) resources include fuel, wood from forests and
tree resources, agricultural residues coming from agricultural crops and animal dung in its dry form. Similarly,
commercial and renewable energy resources make up 12% and 1% respectively of the total energy consumption
in Nepal.

Traditional energy resources can be termed as biomass energy resources since they include bio-materials for
energy purposes. Energy resources coming under commercial or business practices are grouped into commercial
energy resources that include coal, grid electricity and petroleum products. Biogas, solar power, wind and micro
level hydropower are categorised into renewable energy resources in Nepal. Such resources are considered a
supplement of conventional energy resources. As illustrated in Figure 5.6, total energy consumption in 2008/09
in the country was about 9.3 million tons of oil equivalent (401 million GJ). Of this 77%, 5.7% and 3.7% was
derived from fuel wood, animal dung and agricultural residue (traditional resources) respectively, 8.2%, 2.0% and
1.9% was derived from petroleum, electricity and coal (commercial resources) respectively and less than 1% from
renewable sources (WECS, 2010).
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Figure 5.6: Total energy consumption by fuel types (Source: WECS, 2010)
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People of Nepal have traditionally depended on forests for the supply of fuel wood, fodder, timber and other
forest products. In Nepal, forests (with more than 10% canopy) cover 29% of land and shrub cover 10.6% of land;
both forest and shrub together cover 39.6% of land (DFRS, 1999). This heavy pressure on forests combined with
population growth has resulted in serious environmental problems.

The use of traditional forms of energy has resulted in negative effects on livelihoods and the health of the people of
Nepal. Additionally, the use of these traditional sources is neither sustainable nor desirable from an environmental
point of view. Therefore, there is a need to replace or supplement these energy resources with modern forms of
renewable energy. The available and potential sources of renewable energy that could be developed in Nepal
are water, sun, biogas, wind, biomass, hot springs etc. These renewable energy sources are un-interruptible and
infinitely available due to their widespread complementary technologies, which can accommodate the country’s
need for a diverse supply. These energy sources are environmentally friendly as they have very little or no negative
impact on the environment, climate, or physical and topographical environment. Table 5.12 shows the increase
in use of renewable energy over the years but the rate of increase is not as expected. Furthermore, Table 5.12
also shows the total energy consumption from 2000/01 to 2008/2009. It indicates that energy consumption is an
increasing trend over time in Nepal.
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5.4.4 Pressure on land and change in forest coverage

Population growth is creating an increasing pressure on the natural resources of Nepal, as illustrated by the
shrinking size of land per capita with the increase in population (Table 13). The land area per capita has changed
from 2.6 ha in 1911 to 0.56 ha per capita in 2011. The ecological footprint of the people of Nepal is increasing
but on the contrary there is a decrease in the land footprint. Similarly, agricultural land per capita also seems to be
decreasing over the years. During 1961, agriculture land per capita was 0.173 ha but gradually decreased over the
census years. During 2011, the value of agriculture land per capita was 0.089 ha (Table 5.13).

Table 5.13: Total land area and total agriculture land per capita

Census Population Total land | Land area (ha) *Agriculture | Agriculture land

area (ha) per capita | land (‘000 ha) (ha) per capita
1911 5,638,479 2.610 - -
1920 5,573,788 2.641 - -
1930 5,532,774 2.660 - -
1941 6,283,649 2.342 - -
1952-54 8,256,625 1.783 - -
1961/62 9,412,996 14,718,100 1.564 1,626,400 0.173
1971/72 11,555,983 1.274 1,592,300 0.138
1981/82 15,022,839 0.980 2,359,200 0.157
1991/92 18,491,097 0.796 2,392,900 0.129
2001/02 23,151,423 0.636 2,497,700 0.108
2011/2012 26,494,504 0.556 2,363,100 0.089

*Source: MoAD, 2011

Similarly, the total forest area is decreasing in Nepal. In 1978/79, 1985/86 and 2001/02, the total forest area was
determined to be 5,612,400 ha, 5,518,000 ha and 4,268,200 ha respectively (CBS, 2013b). A recent study has
shown that the forest area in Tarai has declined by 16,500 ha in the last nine years from 2001 to 2010 and by
32,000 ha in the last 19 years from 1991 to 2001. The annual rate of decrease in forest cover was 0.44% during
the last nine years from 2001 to 2010 and was 0.40% during the last 19 years from 2001 to 2010 (DFRS, 2014a).
The substantial forest-cover losses were most predominant in the Tarai Districts, with positive trends in Banke,
Nawalparasi and Siraha districts between 2001 and 2010 (Table 5.14).
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Table 5.14: Forest cover change in the Tarai between 1978/79 and 2010/11 (‘000ha)

Devel LRMP DoF DoF FRA Rate of change
evelopment | 1y;ciet 0 0 1991- 2001-
region 1984 1991 2001 2010/11 2010/11 2010/11
Far Western Kapchgnpur 71.9 58.1 57.5 56.2 -0.18 -0.25
Kailali 96 79.2 73.2 71.2 -0.56 -0.31
. Bardiya 53.6 50.6 47.7 46.6 -0.43 -0.24
Mid-Western 1= 1@ 48.6 38.8 373 39 0.03 0.48
Kapilvastu 34 433 40.8 37.5 -0.76 -0.95
Western Rupandehi 12.3 7.8 6.7 6.5 -0.93 -0.31
Nawalparashi 7.2 3.2 3.2 3.2 0.02 0.2
Parsa 24.5 25.5 25.9 24.6 -0.19 -0.6
Bara 32.9 32.6 32.2 30.8 -0.29 -0.49
Central Rautahat 22 20.2 20.3 18.6 -0.43 -0.96
Sarlahi 15.1 13.3 13.9 11.5 -0.74 -2.07
Mahottari 10.8 9.5 10 9.4 -0.04 -0.61
Danusha 0.2 0.3 0.5 0.3 -0.76 -5.7
Saptari 2.4 2.7 2.1 2 -1.39 -0.12
Siraha 0.4 2 1.7 2.1 0.39 2.57
Eastern Sunsari 16.9 154 14.9 14.2 -0.45 -0.57
Morang 30.9 24.2 23.7 23.5 -0.16 -0.09
Jhapa 12.3 13.4 13.2 11 -1.06 -2.03
Total 492.1 440.1 424.6 408.1 -0.4 -0.44

Source: DFRS, 2014a

Likewise, the total forest area in Churia has decreased by 38,051 ha over the period of 15 years from 1995 to 2010.
The annual rate of forest cover change was about -0.18% per year during this period (Table 5.15).

Table 5.15: District-wise forest cover change (ha) in Churia region during the period from 1995 to 2010

Change in Annual rate of Land proportion

Parameters Forest 1995 | Forest 2010 o of district within
area (ha) change (%) Churi

uria

Churia total 1,411,794 1,373,743 -38,051 -0.18 12.84

Source: DFRS, 2014b

One of the primary reasons for degradation of the forests and grasslands is encroachment and overuse by rising
populations in the districts. Encroachment in the form of overgrazing by livestock is one of the factors of the
exploitation of the ecosystems, although livestock rearing is an essential component of the rural farming system
and a source of annual farm income. Grazing in the forest by livestock, especially in Tarai and Siwaliks, is heavy
and goes on all year round. Although some farmers have private fodder trees and private forest land, these are
rarely sufficient to meet the year-round food requirements of their livestock.
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5.4.5 Human settlements and urbanization

The demographic and economic shifts of the last decades have transformed Nepal, making cities and urban centres
the dominant habitats. Consequently, urbanisation in Nepal is intensifying environmental problems and challenges,
such as a lack of water and sanitation, a lack of scientific solid waste management approaches, electricity outage,
unplanned infrastructure development and excessive use of natural assets. Despite these problems, the population
of urban areas is increasing because of available facilities and services. The population census of 2011 showed
that about 17.07% of the total population live in 58 municipalities of Nepal. The number during the census of
2001 was only 14.20%. Of the urban areas, the maximum population, at 1,744,240, is in Kathmandu, which
was 1,081,845 during the census of 2001. It seems that over 10 years the population of Kathmandu Valley has
increased by 61.23 % and about 4.78% per year.

The urban population to the total population ratio is increasing in Nepal (Table 5.16). In the 1952-54 census the
urban population to the total population ratio was 0.029 but it has been gradually increasing and reached 0.171
during the census of 2011. An inverse scenario has been observed in the rural population to the total population
ratio. During 1952-54, the ratio of the rural population to the total population was 0.971 but it has gradually
decreased with a ratio of 0.829 during the census of 2011.

Table 5.16: Scenario of urban and rural population

Population
Census ion: ion:
Uoan | bt | R
1952-54 238,275 0.029 8,018,350 0.971
1961 336,222 0.036 9,076,774 0.964
1971 461,938 0.040 11,094,045 0.960
1981 956,721 0.064 14,066,118 0.936
1991 1,695,719 0.101 16,795,378 0.908
2001 3,227,879 0.139 19,923,544 0.861
2011 4,523,820 0.171 21,970,684 0.829

Source: CBS, 2003; CBS, 2011

The massive flow of population from rural to urban areas has resulted in different environmental issues and
impacts as described in the above sections. There is an immediate need to minimise these emerging environmental
impacts in urban areas by creating opportunities to manage haphazard disposal of waste, limit urban sprawl,
manage environmentally vulnerable areas and promote planning for dense cities with higher energy efficiency,
especially in the domestic and transport sectors.

5.4.6 Climate change and its impacts in Nepal

There are growing concerns about the impacts of climate change in Nepal. The country is highly vulnerable to
the potential negative impacts of climate change due to a weak economy, the fact it is landlocked, tectonically
active and has difficult geographical terrain. Nepal is experiencing serious impacts of climate change in areas
linked to livelihood such as agriculture, water resources, forest and biodiversity, and human health. Observed
changes in temperature trend show the consistent warming and rise in the maximum temperatures at an annual
rate of temperature of 0.04-0.06°C (MoE, 2010). The warming however is not uniform across the country.
Warming is more pronounced in high altitude regions compared to the Tarai and Siwalik regions. Climate change
impacts in the above sectors have altered livelihood options in different ecological regions of Nepal. Climate
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change has aggravated different risks and disasters in the country. Every year large numbers of human lives and
property are lost due to climate change aggravated floods, landslides, heat waves, and cold waves. According to
Germanwatch Global Climate Risk Index for 1992-2011, Nepal is ranked the 16th most vulnerable country in
the world (Harmeling and Eckstein, 2012). The regional mean temperature trend in Nepal from 1977-2000, as
reported by ICIMOD, shows that there is an increasing temperature trend in almost all parts of the ecological
regions. Likewise, there is an increase in winter, pre-monsoon, monsoon and post monsoon temperatures in all
the ecological regions (Table 5.17).

Table 5.17: Regional mean temperature trends in Nepal from 1977 to 2000 (°C/year)

Seasonal Annual
Regions Winter Pre-monsoon Monsoon Post-monsoon Jan-Dec
Dec-Feb Mar-May Jun-Sep Oct-Nov

Trans Hi- 0.12 0.01 0.11 0.10 0.09
malaya

Himalaya 0.09 0.05 0.06 0.08 0.06
Middle 0.06 0.05 0.06 0.09 0.08
Mountains

Siwalik 0.02 0.01 0.02 0.08 0.04
Tarai 0.01 0.00 0.01 0.07 0.04

Source: ICIMOD, 2010

Table 5.18 shows the land cover and land cover change in the Eastern Himalayas from the 1970’s to 2000’s.
Extreme net change was observed for snow cover, with a reduction of 24.6% during this period. Similarly, the
grassland and forestland in the region also seems to be decreasing

Table 5.18: Land cover change in the Eastern Himalayas over the period 1970s to 2000s (sq. km)

Broad land cover types 1970s 2000s Change %
Forest 273,426 264,117 -3.4
Scrubland 43,050 60,443 40.4
Cultivated land 112,631 113,233 0.5
Grassland 39,902 36,639 -8.2
Bare land 22,589 23,953 6.0
Water bodies 4,119 4,108 -0.2
Snow cover 27,514 20,741 -24.6

Source: ICIMOD, 2010

In the context of Nepal, climate change poses an additional challenge to development. The impacts of climate
change have affected the poorest communities with already vulnerable livelihoods. The following sub-sections
describe the impacts of climate change on key sectors of Nepal.
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Agriculture

Nepal has various types of agricultural zones from south to north such as plains, hills and mountains. Similarly,
agricultural productions are different region wise from east to west. Climate change is expected to modify
agricultural activities by causing an upward shift in the altitudinal boundaries of agro-ecological zones and the
movement of certain crops, herbs, pasturelands, livestock and fish species to higher altitudes (NPC, 2011). An
increase in temperature may cause more damage for agricultural sectors in the Tarai region and will be more
favourable to agriculture activities in the Hills and Mountains. Climate change has some positive benefits in
some regions. Land areas, which are presently unusable due to different weather extremities, may be desirable
in the near future. For example: maize, chilly, tomato and cucumber are now being grown in Mustang district of
the country. During the drought of Autumn 2008 to Spring 2009, agricultural systems experienced significantly
reduced crop yields, resulting in food insecurity for millions. Such effects would be augmented by a more intense
dry season. Western regions will be the most detrimentally affected because they rely on winter rains and cannot
depend as reliably on summer monsoon rains alone, which are not as intense in the west due to the natural pattern
of rainfall intensity from east to west (HMG, 2005).

Water resources

The effects of changes in precipitation and temperature are expected to change the water balance. Glacial melting
and retreat, rapidly thawing permafrost and continually melting frozen soils in higher elevations is already being
observed (Eriksson et al., 2009). In the sub-basins dominated by glaciers, this will mean increased downstream
flows in the short term, but in the long term, runoff is expected to decrease with the retreating glaciers, causing
major reductions in flow and significantly affecting downstream livelihoods and ecosystems (Bates et al., 2008).
Table 5.19 shows that the number of glaciers increased by 11% (378) over the 30-year period but the glacier area
decreased by 24% (1,266 km?) and the estimated ice reserves by 29% (129 km?). In the past 90 years, a glacier in
the Sagarmatha region has receded 330 feet vertically. Likewise the Rika Samba Glacier in the Dhaulagiri Region

is retreating at a rate of 10m per year (MoE, 2011).

Table 5.19: Glacier numbers, area and estimated ice reserve with years (1980 to 2010)

Year (AD) Number Area (km?) Estimated ice reservze

(km?)
1980 3430 5168.30 441
1990 3656 4506.3 370
2000 3765 4210.9 343
2010 3808 3902.4 312
Decadal change (1980-2010) +11% -24% -29%

Source: ICIMOD, 2014

Another particularly significant threat in the Himalayas and directly correlated to rising temperatures are glacial
lake outburst floods (GLOFs). Nepal has experienced at least 24 GLOF in the past. Of these, 14 are believed to
have occurred in Nepal itself (Table 5.20) and 10 were the result of flood surge overspills across China.
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SN | Date River basin Lake Cause

1. | 450 years ago Seti Khola Machhapuchhre Moraine collapse

2. | 3Sep 1977 Dudh Koshi Nare Moraine collapse

3. | 23 Jun 1980 Tamor Nagma Pokhari Moraine collapse

4. | 4 August 1985 Dudh Koshi Dig Tsho Ice avalanche

5.1 12 Jul 1991 Tama Koshi Chubung Moraine collapse

6. | 3 Sep 1998 Dudh Koshi Tam Pokhari Ice avalanche

7.1 15 Aug 2003 Madi River Kabache Lake Moraine collapse

8. | 8 Aug 2004 Madi River Kabache Lake Moraine collapse

9. | Unknown Arun Barun Khola Moraine collapse
10. | Unknown Arun Barun Khola Moraine collapse
11. | Unknown Dudh Koshi Chokarma Cho Moraine collapse
12. | Unknown Kali Gandaki Unnamed (Mustang) Moraine collapse
13. | Unknown Kali Gandaki Unnamed (Mustang) Moraine collapse
14. | Unknown Mugu Karnali Unnamed (Mugu Karnali) Moraine collapse

Source: Mool et al., 1995, 2001a; Yamada, 1998a; Bajracharya et al., 2008, Ives et al., 2010 cited from
ICIMOD, 2011

Forests and ecosystems

Increased temperature and rainfall variability have resulted in shifts in altitudinal boundaries for plants, shrinking
of plant’s habitats, plant migration, species loss, a higher incidence of disease and pests, forest fires and an
extension of drought periods, with a lasting impact on biodiversity (NPC, 2011). Studies show that new alien
and invasive species (Mikania micrantha, Parthenium hysterophorus) are emerging and their habitat is spreading
at a fast rate. Similarly, there has been an increased incidence of forest fires in recent years, a shifting of tree
lines in the Himalaya and depletion of wetlands (MoFSC, 2014). Communities also have observed that they are
experiencing seasonal changes in terms of sprouting, flowering, and fruiting. In some cases, these changes have
benefited communities by increasing the ecological range of cultivation for certain crops. In other cases, climatic
changes have negative impacts, for example, productivity of some species like Dactylorhiza hatageria, Rock
Exedutes, Imblica officianalis, Sapindus mukurosii, Zanthoxylum armatum, and Agle marmelos are declining and
shifting to higher altitudes and green grasses have declined sharply in the Himalayan region (MoE, 2011).

Human health

The incidence of vector borne diseases such as Malaria, Kalazar and Japanese Encephalitis, and water and food
borne diseases such as diarrhoea, dysentery, typhoid, cryptosporidiosis, giardiasis, amoebiasis, gatritis, jaundice
and infectious hepatitis have been increasing with the rise in temperature (DoHS, 2009; DoHS, 2007). Water
and food borne diseases are an increasing trend both at temporal and spatial scale (NDHS, 2006). In addition to
these disasters, temperature related illness and death from cold and heat waves have increased in recent years
(DoHS, 2009). The historical evidences in Nepal indicate that prolonged droughts and flash floods have triggered
disasters, famines, and disease outbreaks.
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Energy

The water availability, quality and river discharges are very sensitive to changing climate. Climate change in
this context directly affects hydropower generation and supply. About 87% of the population relies on traditional
biomass for their energy supplies (WECS, 2010). In Nepal, about 90% of Nepal’s electricity production is from
hydropower. Irregularities in stream flow affect the reliability of hydropower, and siltation from floods and
landslides events further reduces power generation efficiency.

The above discussion shows that climate change has impacted on key sectors of Nepal. The districts of Nepal have
vulnerability towards climate change impacts as well. In this context, the MoE (2010) determined the combined
climate change vulnerability of the districts of Nepal and the determined vulnerability rank of the districts is
outlined in Table 5.21.

Table 5.21: Combined climate change vulnerability of districts of Nepal

Total Number of

Combined Vulnerability Districts Districts
. Kathmandu, Ramechhap, Udayapur, Lamjung, Mugu,
Very High 0 Bhaktapur, Dolakha, Saptari, Jajarkot
Mabhottari, Dhading, Taplejung, Siraha, Gorkha, So-
High 17 lukhumbu, Chitwan, Okhaldunga, Achham, Manang,

Dolpa, Kalikot, Khotang, Dhanusha, Dailekh, Parsa,
Salyan

Sankhuwasabha, Baglung, Sindhuli, Bhojpur, Jumla,
Mustang, Rolpa, Bajahang, Rukum, Rautahat, Panchthar,
Moderate 28 | Parbat, Dadeldhura, Sunsari, Doti, Tanahu, Makwanpur,
Myagdi, Humla, Bajura, Baitadi, Bara, Rasuwa, Nawal-
parasi, Sarlahi, Sindhupalchowk, Darchula, Kaski

Nuwakot, Dhankuta, Kanchanpur, Bardiya, Kapilbastu,
Low 16 | Terathum, Gulmi, Pyuthan, Surkhet, Argakhachi, Morang,
Dang, Lalitpur, Kailali, Syanja, Kavrepalanchowk

Very Low 5 | Ilam, Jhapa, Banke, Palpa, Rupandehi
Source: MoE, 2010

Since climate change has impacted on key sectors, there is an urgent and immediate need to implement integrated
development interventions that enhance the adaptive and resilience capacity of climate vulnerable communities.
In Nepal, climate change has particularly impacted on the following sectors.

5.4.7 Environmental hazards

Nepal lies in one of the most fragile and marginal areas of the world and is prone to natural and human induced
disasters. Unstable steep slopes and a fragile geological formation of a young mountain range with heavy monsoon
rainfall, leads to a wide range of geological and hydro-meteorological disasters in the country. The variation in
geological characteristics, together with torrential rain during the rainy season, results in different natural hazards.
The country is highly prone to natural hazards such as floods, landslides, drought, fires, and extreme weather
events, including thunderstorms, epidemics, cold waves, GLOF and earthquakes. Of the 75 districts, 49 are prone
to floods and/or landslides, 23 to wildfires, and one to windstorms (NDR, 2009). The data analysis from
1971-2010 shows that the frequency of natural disasters such as floods, landslides and fire has increased,
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especially during the past two decades (Table 5.22). When hit by natural disasters, people not only risk
losing their lives but also their means to earn a living. Moreover, recurring disasters in hazard-prone areas
can stifle recovery and development efforts. Table 5.23 summarises the most lethal disaster types and their
impact in Nepal from 1971-2012.

Table 5.22: Human death due to disasters at the interval of 10 years (1971 to 2010)

Year Flood | Landslide Other hyd.ro- Fire and Epidemics | Earthquake Others Total
meteorological | forest fire

Average

1971-80 19.8 58.7 22.2 23.2 192.9 12.5 17.5 | 346.8

Average

1981-90 55.6 93.4 13.1 13.6 259.2 74.4 26.2 | 535.5

Average

1991-2000 172.3 126.2 57.5 54.6 776.1 0.1 12.1 | 1198.9

Average

2001-2010 142.2 154.4 121.7 441 425 0.3 129.3 1017

Averageof | o, 108 54 34 413 22 36| 775

40 years

Yearly data taken from MoHA, DPNet-Nepal, UNDP, ActionAid Nepal and NSET, 2011
Table 5.23: Most lethal disaster types and their impact in Nepal (1971 to 2012)

SN | Disaster tvpes Number of | Number of Number | Affected | Destroyed Damaged
yp events/records deaths | of injuries family houses houses

1. Epidemic 3446 16,563 43076 512,969 0 0

2. Landslide 2942 4511 1566 555,705 18,414 13,773

3. Flood 3685 4079 488 | 3665608 94700 87,261

4. Fire 6999 1416 1347 255172 75581 2282

5. Thunderbolt 1403 1200 2257 6729 379 427

6. Accident 1000 969 359 2137 5 425

7. Earthquake 105 880 6840 4539 33708 55318

8. Cold wave 390 515 83 2393 0 0

g, | Structure col- 389 404 596 2016 1170 623

lapse
10. | Boat capsize 140 279 140 410 0 0
11. | Others 2892 1092 1458 928492 5210 9998

Source: Desinventar, 2011; MoHA, 2011 and MoHA, 2013 cited from MoHA, 2014
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Disasters are a serious impediment to Nepal’s development and have undermined its development gains and its
achievements in poverty alleviation and the Millennium Development Goals. The poor and the disadvantaged are
hit the hardest by disasters. Table 5.24 reflects the scenario of human casualties due to major disasters in Nepal.

Table 5.24: Human casualties due to major disasters in Nepal (2000 to 2012)

Year Flood and landslides Fire | Epidemics Thun(ll)(:)ll'; }::1?:::; Avalanche
2000 173 37 141 26 0 0
2001 196 26 154 38 1 0
2002 441 11 0 6 0 0
2003 232 16 0 62 0 0
2004 131 10 41 10 0 0
2005 141 28 34 18 0 21
2006 114 3 0 15 0 0
2007 216 9 3 40 0 6
2008 134 11 10 16 0 0
2009 135 35 462 7 0 2
2010 240 69 36 70 0 0
2011 263 46 9 95 6 0
2012 123 77 33 119 1 9

Source: MoHA, 2014

5.5 Conclusion

Population growth is one of several interacting factors that exert pressure and increases strain on natural resources
and the environment. Changes in energy consumption patterns, growth in unsustainable affluence, inequality in
land distribution, poverty, and inefficient technologies, all exacerbate the degradation of the natural environment.
Being a mountainous country, Nepal is susceptible to global environmental changes due to its fragile and marginal
landscapes. Scenario of air and water pollution and solid waste management is deteriorating mainly in urban
areas due to rapid, unplanned and unsystematic growth. Similarly, climate change in Nepal has caused impacts in
key sectors like agriculture, water resources, forests and ecosystems, human health and energy. Furthermore, the
current changes in the climate and its variability has increased the frequency and intensity of disastrous events
such as floods and landslides.

Since very limited researches have been conducted concerning environmental domains, more research on envi-
ronmental and other cross cutting issues is needed urgently to gather site-specific information and environmental
strategic needs. In this context, environmental quality should be improved through a heightened awareness of
the environment. There is also an urgent need to establish and strengthen institutions to keep harmony between
population growth, urbanisation and environmental quality.
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