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This study investigates trend in poverty during 1976 — 1996 and its root causes in Nepal
using grouped data. Moreover, estimations of human poverty index for Nepal using
author’s own method, qualitative analysis of the nature of poverty are also the integral
parts of this research. Avenues for addressing poverty from industrial development and
women empowerment perspectives supportive to labor policy are the contributions of this
study. _

Longitudinal analysis revealed that income poverty is volatile but human poverty reduces
with sustenance. Moreover, the income poverty reduces human poverty, but the inverse is
not always true, at least in the short run. The income poverty in Nepal found inversely
related to the growth rate in labor productivity mainly in the agricultural sector.

Poverty in Nepal is more widespread, severe and uneven as compared to the rest of the
south Asian countries. Within the country, mountain and rural people are poorer than
lowland and urban people. In terms of cast/ethnicity, occupational cast people are poorer
than the others. In terms of the human poverty, too, the above conclusion holds true.
Women have lower human development indices, lowest for occupational caste women, as
compared to men. ’

A regression analysis shows the high influence of industrial capital labor ratio on poverty
in Nepal. Lower the capital labor ratio, lower is the poverty. Industries with low capital
labor ratio have more female workers than others. Reducing poverty by lessening capital
labor ratio seems more effective by higher wage rate than merely increasing headcount
employment level. So far the wage rate in this sector is almost indifferent to that of
agricultural labors’, therefore, unable to withdraw surplus labor from agriculture. The
low industrial wage is caused by low labor productivity. The labor-intensive
technological improvement in industrial sector can bring upward spiral of the wage level
and can shift the center of gravity of the Nepalese economy from agriculture to the non-
agriculture sector. This strategy might help reallocate Nepalese labor, improve their
productivity and reduce poverty.

The labor market policy proposed above does not influence to the informal economy,
especially to the women working in backward and remote areas who are illiterate, docile,
and unskilled. The policy of educational and economic awareness to these women is
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essential and must be congruent with the labor policy because these women constitute a
bulk of the economically active population in Nepal. Community development approach
of women empowerment is a very effective tool to meet this end.
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