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Preface

Public works programmes combine the objectives of providing social protection through short
term paid employment and improvement or preservation of infrastructure and other assets. They
are being adopted in different forms by many countries to reach the poorest and most vulner-
able who are able to offer their labour while more inclusive and pro-poor longer term growth
strategies are taking shape.

Government of Nepal has identified acceleration of pro-poor and broad-based economic growth
as of critical importance for the nation. However, the longer term inclusive growth strategy
will take some time to generate higher growth and reduce inequality and poverty. Therefore, in
the short term, there is an urgent need for social protection of the poorest and most vulnerable
groups. The Karnali Employment Programme is a public works based social protection scheme
in one of the poorest parts of Nepal attempting to address the regional dimension of poverty and
vulnerability.

Through the Employment Policy Department and the Employment Intensive Investment Pro-
gramme, the ILO has been supporting governments in over 50 developing countries in increas-
ing the levels of productive employment in infrastructure works and improving access to basic
goods and services for the poor. In recent years, ILO’s work has also encompassed public works
programmes responding to crises and offering social protection on a larger scale.

This study is the outcome of a collaboration between the Ministry of Local Development which
is responsible for the Karnali Employment Programme managed by the Karnali Regional Devel-
opment Unit and the ILO. The study demonstrates the importance of combining institutional,
financial and technical elements to ensure that social protection oriented programmes reach the
intended beneficiaries and meet the twin objectives of social protection and asset creation.

At the national level, it is hoped that the lessons from the study will contribute to enhancing
the continuing work of the Karnali Employment Programme and the design of a comprehensive
public protection scheme for Nepal. At the international level, it is hoped that it will contribute
to the growing body of knowledge and knowhow on public works based social protection.

Shengjie Li
Director
ILO Office in Nepal
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Executive summary

Introduction to the study

The Karnali Employment Programme (KEP) is a public works based social protection scheme
established by the Government of Nepal (GoN) in 2006 in one of the poorest parts of Nepal. The
aims of this study are to examine how the combination of institutional, financial and technical
elements has influenced the performance of KEP in meeting its objectives. Implementing a pro-
gramme of this scale and complexity over a short timescale in a region with severe access and
communication problems has been a major challenge. The aim of the study is to draw lessons for
future policies and implementation rather than be critical of current practice.

Programmes such as KEP are required to balance the objectives of: (a) social protection through
provision of short-term employment; (b) creation or preservation of social and economic assets
which contribute further benefits, and (c) cost-effective operation. Such schemes also have the
potential of creating other benefits such as strengthening local communities and institutions
through involvement in local participatory planning and local capacity building.

The study investigations consisted of four main components: (a) a sample household survey; (b)
focus group discussions (FGDs) with KEP participants; (c) assessment of administrative and techni-
cal capacity and arrangements at the DDC (District Development Committee) and VDC (Village
Development Committee) levels to manage KEP, and (d) rapid technical appraisals of a selection
of projects completed under KEP. The appraisal encompassed the following dimensions:

access for all who qualify and wish to participate and the qualifying criteria;

effectiveness of targeting;

efficient and effective payment arrangements;

welfare impact and other benefits of participation;

asset creation and preservation - effective participatory project planning and project imple-
mentation, and

O effective monitoring and auditing.

aoaooaa

The findings of the study with respect to the social protection and the asset creation objectives are
first summarised. This is followed by a summary of recommendations which have been expanded
in section 6 of the report. Given the size and spread of the programme, the study could not en-
compass the whole programme but had to be based on sample districts, villages, households and
projects which were chosen to represent different local and project characteristics. A limitation
of the study is that it is based on small samples of households and KEP projects in a small number
of VDCs in three districts in three districts and therefore the results cannot be generalised over
the whole KEP. Nevertheless, the positive aspects and issues of concern the study highlights are
relevant for future policy and operations on KEP and similar programmes in Nepal.
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The social protection objective

Opver its first three years, KEP has established a platform of institutional infrastructure and pro-
cesses from which further improvements can be made. The disbursements have been very high
and the administration costs deducted by KRDU and the DDCs have been low (about 5 per cent).
Therefore about 95 per cent of funds are disbursed for payment to participants and virtually all
of these have been spent. However, low administration costs may have implications for effec-
tiveness of implementation which may affect actual payments received by participants and the
quality of projects. Survey evidence shows that the programme has come to be widely known
as a project with open access to qualifying participants with the combined objectives of income
support through public works and creation of assets.

The aspects examined by the study are the openness of access to the programme, the arrange-
ments for payment in return for work and the reliability of payment. At the DDC level, there
is evidence of good administrative structures and processes to inform the VDCs and the Wards
through the VDCs about the programme and procedures to be followed for participation. Further,
public media used to publicise the programme and the structures and processes at the DDC and
VDC levels reinforce inclusiveness. The survey evidence shows that 98 per cent of respondents
have participated in the past and significantly a similar per cent stated that they would participate
next year suggesting that the participants perceive that the benefits of participation outweigh
the costs and problems. There is no evidence from the survey of discrimination against Dalits or
ethnic minorities.

By far the most important use of income is purchasing more food (85 per cent of households) and
non-food items for the household (56 per cent of households). The high incidence of expenditure
on food is an indicator of the low living standards of beneficiaries though the relatively low and
uncertain income from KEP may limit the scope for spending on other items.

The issues of concern are:

O definition of households and unemployed households which exclude some people wishing
to participate;

O low participation by women, and

O actual payments received by households and variations in payment per household.

KEP formally limits participation to one member per unemployed household. Households in
which at least one member has permanent or temporary employment in government or NGO or
earns from a business are designated as employed. All other households are designated “unem-
ployed” and eligible for KEP participation if they wish. Communal households in which adult
children and their spouses live with their parents are common, probably about 30 per cent of
all households. Limiting employment to one person per unemployed household is inequitable
for the larger communal households. Further, one person with a low paid government job in
a communal household would exclude all other members from KEP participation. In informal
ways, these problems has been circumvented either by households separating at least for the
purpose of registration for KEP or the local community deciding that more than one person from
some households or members of “employed” households could participate and share the benefit.
In many cases, such informal arrangements work though formal clarification would be helpful
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especially if public works as an approach to social protection is to be used on a larger scale in
other parts of Nepal.

Participation by women is low, about 23 per cent with substantial variations between districts (14
per cent and 20 per cent in Kalikot and Humla respectively). With the one person per household
restriction, this may be a matter of choice within the family. Further investigations are needed
to determine the nature of any barriers against women’s participation and measures are needed
for the removal of any such barriers. Comparison with the age composition in the population
shows that participation in KEP is not particularly pro-young. Focus group discussions suggest
that KEP employment is not particularly attractive for the young because of the short duration
of employment being offered.

Payment arrangements and the amount of pay received are matters of concern. Only about 26
per cent of respondents indicated that they were paid on time, though over 40 per cent of delays
were less than a month. A matter of greater concern is that 56 per cent of payments are not ac-
cording to the initial agreement. Apart from any leakages, there appears to be lack of clarity in
the relationship between the number of days of work and the amount of pay. The problem is
reflected in the gap between the payments households stated they had received during 2007-8
compared with the payment per unemployed household possible from the allocation received
by the district.

Some of the above differences may be explained by non-eligible (i.e. “employed”) households
participating in KEP and splitting of communal households to participate in KEP, but it seems
that procedures for disbursement to VDCs and payment to participants need to be tightened
with greater transparency on the relationship between the actual labour input and pay. The la-
bour input may be specified in terms of the number of days or completion of specific tasks. The
latter is preferable for better performance on asset creation but requires much better technical
supervision and administration.

There are also large variations in the effective wage rate paid and total payments to households
between VDCs explained by different procedures for allocation of funds followed by districts. In
Jumla, the funds were equally distributed between VDCs in the first year of KEP. In subsequent
years, the first tranche, about one-third of funds, was allocated equally to all VDCs. The second
tranche was dependent on each VDC’s performance with respect to reporting on how funds from
the first tranche were spent and presenting proposals for further expenditure. The outcome was
a highly inequitable distribution per household between VDCs. The approach in Humla was to
distribute funds according to the number of unemployed households per VDC to enable equity
in the payment per household between VDCs.

In Jumla, there was an attempt to relate payment to performance, a reasonable motive but the
outcome was that the benefit received by households was dependent on the administrative per-
formance of VDCs rather than the actual labour input or the willingness to contribute labour
input by the households. If social protection is one of the main objectives of KEP and there is no
basis for discriminating between eligible households, there should be broad equity in payment
per household. Achieving such broad equity requires that there is sufficient productive work of
the given number of days for all those who are eligible to participate. Enabling this is an aspect
of the asset creation or maintenance function which is considered below.
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Creation and maintenance of assets of value for the community

This objective of the programme is considered to be secondary to the provision of paid employ-
ment as a social safety net. This is understandable since the focus in the early years has been on
income support for participants. Nevertheless, participants had a clear expectation that payment
was in return for work. Monitoring and evaluation procedures are in place to check that work
conditions have been fulfilled for full payment and there are examples where payments were
withheld because work had not been completed.

However, programme achievement on this objective is weak as indicated by low quality of assets

created or high cost in relation to the output and quality of assets created in three out of the six

projects which were technically appraised and very limited work on one out of the six projects.

The main reasons were:

O inadequate technical input in planning, design and implementation;

O lack of independent checking and verification of estimates, completed works and works in
progress by technically qualified persons;

0 lack of technically competent supervision;

O inadequate arrangements for relating payment to performance, and

3 lack of non-labour inputs.

Preparation of KEP project proposals by VDCs requires technical inputs to estimate project work
requirements and inputs. The timing of preparation and submission of project proposals each
year after the DDC initiates the KEP planning cycle means that projects have to be prepared in
a hurry with limited capacity and there is very limited time for the projects and estimates to be
checked.

On two of the projects appraised, the performance was good largely because they benefited from
collaboration with partners who provided technical inputs and additional funds and met non-
labour costs. The underlying problems with respect to this objective are that: (a) the present
management structure and processes are oriented towards disbursement of funds rather than
enabling technically sound formation and implementation of projects, and (b) technical capac-
ity to support projects is weak. Improving performance will require development of technical
capacity and ensuring that different types of projects are implemented at different levels and
with appropriate technical inputs.

Recommendations

These recommendations are based on the premise that KEP will continue to operate as a public

works based social protection programme which will offer a given number of days of employment

per target household within the budget allocation which is announced annually. The recommen-

dations have been summarised here with brief notes of explanation (see Section 6 and especially

Table 6.1 for further details).

1. Make access equitable for all those who wish to participate (i.e. same number of maximum
days for all eligible households who wish to take them up and the same effective wage rate
for all participants in the district).



Once the annual budget and the number of days of employment per household are known,
publish the “entitlement” to the days of employment and the wage rate, the latter to be set
at the district level to reflect local labour market conditions. The number of days of “entitle-
ment” and the wage rate to be posted in a public place in every VDC and Ward. It should
be made clear that the “entitlement” is conditional upon the completion of the specified
work. Making the entitlement equitable and public will increase transparency and reduce
irregularities.

The asset creation or maintenance function needs to be improved to make the work condition
for payment genuine. Developing technical capacity at the VDC and DDC levels is essential
to realise this improvement.

Improving the asset creation function is a major undertaking which will take time and will
have to be undertaken in stages. It should start with pilot projects which will involve devel-
oping and testing good practice models for project implementation, training programmes to
develop capacity at the DDC, VDC and community levels, developing norms and standards
and making funds available for non-labour inputs. The resource commitments are likely to
be substantial.

Decouple project preparation from the annual KEP cycle and have an inventory of pre-
prepared and technically approved projects available for implementation when the funds
become available. Apart from easing the bottleneck on technical capacity, there is a greater
chance that projects selected and prepared independently of the need to propose them for
KEP at short notice will be more focused on the value of the projects to the community.

Interpret household to mean nuclear household, i.e. a household with parent(s) and children
who are not adults.

Eliminate the “unemployed” household criterion of eligibility. Taken together, 5 and 6 will
remove the ambiguities and possible resentments that are currently present because of the
exclusion of these households. In many cases the issue is resolved amicably at the local level.
If the programme is to be extended to other parts of Nepal, removing ambiguity with respect
to eligibility is important.

Following current practice, keep the wage rate below the market wage rate. Participation in
KEP is very high. The most likely explanations for the high participation are lack of other
cash earning opportunities and the tradition in many communities of communal participa-
tion in projects.

The combination of the wage rate and the number of days of employment provided by KEP
determine the level of social protection. In setting the wage rate and the number of days of
KEP employment, a balance has to be struck between targeting the poorest, an acceptable
level of social protection and the cost and feasibility of implementing the programme.

The aim of above recommendations is to make suggestions which would enhance the effective-
ness of KEP as a social protection scheme which creates or preserves local assets. KEP could then
also offer a good model for extending the programme to adjoining poor districts and elsewhere
in Nepal with the prospect of developing an employment guarantee scheme.
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Introduction

1. Introduction

11  The context a nd study objectives

The Karnali Employment Programme' (henceforth KEP in this report) is a public works based
social protection scheme in one of the poorest parts of Nepal. It was initiated in 2006/7 and is
now in its fourth year. The scheme is financed by the Government of Nepal (GoN) and managed
by the Karnali Region Development Unit (KRDU) in the Ministry of Local Development (MLD).
The broad aims of this appraisal of KEP conducted on behalf of MLD and ILO are to derive lessons
to: (a) improve the operation of KEP as a public works based regional social protection scheme,
and (b) contribute to the design of a more comprehensive employment based social protection
scheme for Nepal in the context of a wider social protection strategy. This report is focused on
the study of KEP and possible lessons for improving it with further work on designing a com-
prehensive scheme for Nepal to follow.

This section starts with a brief introduction to the context of KEP and the urgent need for
social protection for the poor and vulnerable in Nepal based on a number of recent apprais-
als including DFID Nepal (2007), ILO Office in Nepal (2008), National Planning Commission
(2007), Samson et al (2008) and World Bank (2006). This is followed by a brief introduction to
the Karnali Zone and KEP, an outline of the aspects investigated in the study and the plan of the
rest of the report.

Following the end of the civil war and the signing of the Comprehensive Peace Agreement in
November 2006, Nepal has been going through a period of political transformation and the peace
process with its associated uncertainties and unrest. Alongside these changes, GoN has been ad-
dressing the challenges of increasing economic growth and dealing with social and economic
inequalities. A decade of political turmoil between the mid-1990s and the mid-2000s had slowed
economic growth and hampered pro-poor development initiatives. Nevertheless, Nepal’s poverty
rate fell from 42 per cent in 1995 to 31 per cent in 2003 (World Bank, 2006). The main drivers
of this improvement were remittances by Nepalis working abroad, urbanisation, a falling depen-
dency ratio and improved rural infrastructure and entrepreneurial activity.

There were an estimated 1 million workers abroad in 2004 and their remittances were about 12
per cent of GDP, contributing to an estimated increase in real per capita expenditure of 42 per
cent. Agricultural wages increased by about 25 per cent in real terms over the period due to tighter
labour market conditions and improvement in access through investment in rural roads. The ratio
of the population in urban areas, where poverty was lower to start with, rose from 7 to 15 per cent.

1. Formerly known as the “Ek ghar, ek rojgaar™ or “one household, one job” scheme for the five districts in
Karnali Zone (Dolpa, Humla, Jumla, Kalikot and Mugu).




Appraisal of the Karnali Employment Programme
as a regional social protection scheme

The larger decline in urban poverty reflects higher education levels, higher economic returns to
skills, and wider opportunities for gainful employment. However, the significant improvements
outlined above were accompanied by worsening income inequality between 1995-6 and 2003-4
with the Gini coefficient® rising from .34 to .41 making Nepal the Asian country with the highest
level of income inequality. Further, according to UNDP (2008), the Human Development Index
(HDI) in Nepal was 0.53 in 2006, the lowest in South Asia placing Nepal in 145" position out of
179 countries ranked by HDI.

Social and spatial disparities based on caste, ethnicity and gender continue to be the dominant
features of the Nepalese socio-economic landscape. Among socially excluded groups such as
women, landless agricultural labourers, indigenous groups (Janajatis), Dalits, child labourers,
bonded labourers and construction workers, poverty incidence is almost double the national
average. Further, inequality and human development have distinctive urban-rural, regional and
means of livelihood dimensions (World Bank, 2006). Urban poverty incidence in 2003-4 was
9.6 per cent against 34.6 per cent for rural. The regional disparities are of particular relevance
for Karnali Zone which is in the mountainous part of the Mid-western Development Region.
World Bank (2006) does not provide data for the Karnali Zone but data on Mid-western hills and
mountains show that after making allowances for primary sampling units (PSUs) which could
not be reached because of remoteness and insurgency, poverty incidence in the Region was 50
per cent, about 60 per cent above the national average.

Poverty incidence is also related to the means of livelihood. Households headed by agricultural
wage labourers remain the poorest in Nepal (55 per cent poverty incidence) though proportion
of agricultural wage labourers fell from 12 per cent in 1995-6 to 6 percent in 2003-4. People
who are self-employed in agriculture (63 per cent of the population in 2003-4) also tend to have
a higher than average poverty incidence. Most people in Karnali Zone are self-employed in
agriculture. Their poverty incidence is likely to be much higher than the national average for
self-employed farmers because of limited cultivable land, remoteness, poor access and very few
markets in the region.

GoN’s Three-Year Interim Plan (p21 in National Planning Commission, 2007) identifies the accel-
eration of pro-poor and broad-based economic growth as a critical strategy for achieving national
policy objectives. The Joint Government-Donor Growth Task Team identified investments in
labour market reforms, social protection, information and communications technology, migra-
tion, tourism and broader economic reforms as important aspects of an inclusive development
strategy.? Such inclusive development is important for addressing the inequalities, an important
objective in itself. It is also of broader importance since lack of opportunities for disadvantaged

2. The Gini coefficient is one of the most widely used measures of income inequality. It can be best explained
with the help of a Lorentz curve which shows the cumulative percentage of income on the vertical axis and
the proportion of households on the horizontal axis. The Gini coefficient is the ratio of the area between
the 450 line and the Lorentz curve and the area between the 450 line and the vertical and horizontal axes.
A Gini coefficient of 0 means that the Lorentz curve is the 450 line implying complete equality (e.g. 40 per
cent of households with lowest incomes have 40 per cent of total income). A Gini coefficient of 1 would
mean complete inequality (i.e. one household has all the income with the remaining households’ income
being zero).

3. Joint Meeting of Donor-Government Growth Task Team, DFID Nepal, Kathmandu. 11 February 2008.
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groups intensifies social grievances, increases potential for conflict and further undermines pros-
pects for economic inclusion (World Bank, 2006).

According to National Living Standards Survey (NLSS) 2003-04 (Central Bureau of Statistics,
2004), open unemployment rates were low, 3.1 and 2.7 for males and females respectively. How-
ever, underemployment is high. About 24 per cent of those employed work for 19 hours or less
per week. The high underemployment rates indicates lack of capacity of the local economy to
provide productive employment opportunities for the growing labour force (ILO Office in Ne-
pal, 2008). In particular, underemployment among the unskilled labour force, which has no or
little formal education, is high. The 7 million youths aged between 15 and 29 constitute a large
proportion of this group.

Women are at a particular disadvantage in obtaining decent and productive employment. Ac-
cording to the 2001 census, women comprise 44 per cent of the economically active population.
However, only 8 per cent of the women in the labour force receive equal remuneration for
their work, 63.4 per cent are unpaid and the remaining women are self-employed. Women are
concentrated in the agriculture sector, which is largely informal, where they account for 62 per
cent of the working population.

The longer term objective of the inclusive growth strategy will take some time to generate higher
growth and reduce inequality and poverty. Therefore, in the short term there is an urgent need
for social protection of the poorest and most vulnerable groups. Recognising this need, the GoN
has shown a strong interest in developing a social protection strategy for the most disadvantaged.
KEP is a social protection initiative to address the regional dimension of poverty and vulner-
ability through public works*. A number of recent and current projects have labour intensive
public works components which contribute to social protection through temporary employment.
Examples include the Rural Community Infrastructure Works (RCIW) Programme, Rural Access
Programme (RAP), the local infrastructure component under the Poverty Alleviation Fund (PAF)
and other projects financially and technically supported by a number of agencies including ADB,
DFID, GTZ, ILO, World Bank, WFP and domestic and international NGOs.

1.2 Introduction to the Karnali Zone, KEP and study aims

The previous section has highlighted the need for social protection, especially for the most dis-
advantaged and vulnerable groups and regions as a part of the inclusive growth strategy. This
section provides a brief introduction to the Karnali Zone and to KEP as a public works based
social protection scheme for the zone. Karnali Zone’ is the largest of the fourteen zones in Nepal
with an area of 21,351 square km, which is approximately 14.5 per cent of the total area of the
country. Its population at the time of the 2001 Census was only 309,084, about 1.4 per cent of
the total population of Nepal.

4. In the 2008-9 financial year, GoN made a commitment of NR 1.75 billion to provide 10 million person days
of paid employment (100 days of work for 100,000 persons) in rural infrastructure works in all 75 districts
(Finance Minister’s Budget Speech to Parliament for the Fiscal Year 2008-2009 on 19th September 2008
and interview with Mr. Krishna Baskota, Secretary (Revenues), Ministry of Finance.)

5. Nepal is divided into 14 administrative zones, which are divided into 75 districts. The 14 administrative
zones are grouped into five development regions. Karnali Zone is in Mid-western development region. The
five districts in Karnali Zone are Dolpa, Humla, Jumla, Kalikot and Mugu.
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Karnali is one of the least developed zones in the country, mainly because of its topography, cli-
mate, and poor physical infrastructure. Other local income earning opportunities are limited and
therefore most people depend for their livelihoods on agriculture and remittances from members
of households who go out of the zone in search of employment. Because of the high altitude and
cold climate, only one harvest per year is possible except in well irrigated river basins.

Another problem is access. Out of the five districts in the zone, only two (Kalikot and Jumla)
have road access to the rest of the country though the road is poor and open for only part of the
year. All five district centres have small airports but services to them are very unreliable and the
air strips are frequently unusable because of the unstable mountain climate. In the ranking of
the 75 districts in Nepal according to the Human Development Index, the Karnali Zone districts
are ranked 67 (Dolpa), 68" (Humla), 70" (Jumla), 73" (Kalikot) and 75" (Mugu). The rankings
are broadly reflected in the Central Bureau of Statistics (2003) rankings of districts based on 28
socio-economic indicators representing health, education, agriculture, employment, demogra-
phy and access to basic facilities’”. Box 1.1 sketches the socio-economic of the two broad types of
districts in the Zone.

Box 1.1 Thumbnail sketches of two districts in Karnali Zone

The five districts in Karnali Zone could be broadly put into two categories - two districts (Jumla and Ka-
likot) with higher population densities and no border with Tibet and three districts bordering Tibet with
more mountainous terrain and lower population densities (Dolpa, Humla and Mugu).

Jumla is the fourth largest district in Karnali Zone with an area of 2,531 square km. In 2001 the district
had an estimated population of 89,427 persons and a population density of 35 persons per square km.The
estimated growth in population between 2001 and 2008 was |4 per cent. Jumla is ranked 70* in the HDI
ranking of the 75 districts in Nepal. Agriculture and livestock are the principal means of livelihood. About 86
per cent of households in the district have been designated “unemployed”. Agriculturally, the most produc-
tive part of the district is the valley of the Tila River with its well developed irrigation systems. Red rice
produced in the valley is well known all over Nepal. Generally, because of traditional farming methods and
adverse weather conditions, agricultural productivity is low.There is potential for expansion of harvesting
of medicinal plants and horticulture, especially growing apples.A severe constraint is transport. The district
is connected with the rest of Nepal via the Karnali Highway which is usable in the dry season only and an
airport which is open when weather conditions permit.

Humla is the second largest district in Nepal situated in the north-west corner of the country with an area
of 5,655 square km.The population in 2001 was estimated to be 40,595 with a density of 7 persons per
square km. Growth in population between 2001 and 2008 was estimated to be the same as in Jumla. In the
HDI ranking of the 75 districts in Nepal, Humla ranks 68%. Agricultural production is constrained by the
limited availability of cultivable land and adverse weather conditions leading to the district suffering from
perennial food deficits. There is potential for harvesting non-timber forestry products (NTFPs), especially
medicinal plants.The district has no motorable access with any other part of the country.There is an airstrip
at the district centre though it is often closed by weather conditions.

6  Nepal Human Development Report 2004.
7 On the composite index of socio-economic indicators, the rankings of the five districts are Jumla 68th,
Kalikot 69th, Dolpa 70th, Humla 74th and Mugu 75th.
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KEP was initiated as the Karnali Zone “Ek ghar, ek rojgaar” scheme in the 2006-7 financial year.
The objective of the programme was initially stated to be to provide 100 days of guaranteed wage
employment in a fiscal year to at least one family member of every household who wishes to do
unskilled manual work. The allocated budget has been sufficient to provide a much lower number
of days of employment (see Table 1.1 below). The aim of KEP is to reach very poor households
badly in need of cash. A household in which at least one household member has permanent or
temporary employment in government or NGO or earns from a business is designated as em-
ployed. All other households are designated “unemployed” (KRDU, 2007) and therefore eligible
for participation in KEP. Targeting based on this definition of “unemployed” households has
raised some issues which are discussed later.

Table 1.1 Approximate KEP allocations, 2006-7 to 2009-10 and estimates of
number of days of employment

Year 2006-7 2007-8 2008-9 2009-10
KEP funds® (NR) 180,000,000 200,000,000 220,000,000 225,000,000
Allocation per unemployed 2,925 3,250 3,575 3,656
household (NR)

Total number of days of work 877,500 975,000 1,072,500 1,096,875
@ NR 200 per day

Total number of days of work 702,000 780,000 858,000 877,500
@ NR 250 per day

Number of days of work per 15 16 18 18

unemployed household @
NR 200 per day

Number of days of work per 12 13 14 15
unemployed household @
NR 250 per day

Note (1): Administration cost of 2.5% is deducted from this amount before calculating the total number of days of
employment and allocation per household. The deduction for administration cost has been increased to 3%
in 2008-9.

Table 1.1 shows the approximate allocations of funds to the KEP for the fiscal years 2006-7 to
2009-10. According to KRDU, there are an estimated 63,000 households in the five districts in
Karnali Zone. Of these, about 60,000 (just over 95 per cent) are identified as unemployed house-
holds and eligible for participation in KEP. In 2006-7, the budget was NR 18 crore (NR 180 mil-
lion or about $2.25m at an exchange rate of NR 80 to the $). By disbursing the funds directly to
VDC:s for spending on small projects, KEP has been very successful in using up the budget every
year. The table shows that at a wage rate of NR 200 per day, which appears to be the wage rate
that has been offered in most cases in the three districts in which the study was carried out®, the
total number of days of work which could be generated is 877,500 person days and the number
of days per person is 15°. The number of days of employment at the higher wage rate of NR 250
would clearly be lower.

8  The wage rate in each district is fixed by a district wage fixing committee.
9  KRDU and DDC administration costs have been deducted.
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From 2007-8, the programme has been known as the Karnali Employment Programme, As Table
1.1 shows, there were increases of about 10 per cent in the KEP budget in 2007-8 and 2008-9 and
a more modest increase for the current year (2009-10). Nevertheless, it is clear that the funds al-
located are far less than would be required to generate 100 days of employment per unemployed
household and therefore 100 days of employment should be seen as a long term aspiration rather
than a realistic target for the near future. Even if funds are available for such an expansion, it may
not be appropriate and manageable given the institutional and technical capacity in the districts.
This question is considered in more detail in later sections.

A further issue of note is that the calculations in Table 1.1 are based on the assumption that all
the KEP budget after deducting administration expenses has been spent on labour in the first
three years as required by KEP. This constraint ensures that the cash received by participating
households is maximised but clearly has implications for the effectiveness of the asset creation
and preservation objectives of KEP. It is understood that it is now possible for KEP to collabo-
rate with other agencies and projects which could contribute technical support and non-labour
inputs, though the non-labour input costs cannot exceed 25 per cent of the total cost of any KEP
project. The approach to determining the levels of non-labour inputs required for KEP projects
and modes of collaboration with other agencies which may contribute resources for non-labour
inputs and provide technical support need attention. GoN policy is to devolve project implemen-
tation as far as possible to Village Development Committees'® (VDCs). While some projects can
be implemented at VDC and Ward levels with limited technical support others require more
technical input and are more suited to implementation at higher administrative levels. These
aspects are considered in later sections.

KEP is an ambitious programme given the context and therefore there are bound to be problems
at the early stage which need attention. This has been acknowledged in the Ministry of Finance
(MOF) social sector document which notes that some major challenges remain in the effective
implementation of KEP. The problems identified are “lack of manpower at district technical of-
fice and absence of elected local bodies” and “lack of coordination, monitoring and supervision”
leading to “difficulties in approving and implementing programs”, lack of support from the centre
to implement local level projects, lack of information especially about feasible labour-intensive
projects in remote areas and low budget allocation in comparison with potential projects (MOF,
2008).

The aims of this study are to examine how the combination of institutional, financial and tech-
nical elements has influenced the performance of KEP in reaching the intended beneficiaries
and meeting the twin objectives of social protection and asset creation. Some of the issues to be
examined, identified in this introduction are: (a) the institutional and technical capacity needed
for implementation and any further expansion; (b) eligibility criteria for households to partici-
pate; (c) financing and management of non-labour inputs for asset creation and maintenance,
and (d) the potential for collaboration with other agencies and NGOs. Since KEP intervention is
through the labour market, an understanding of this market and the underlying socio-economic

10 For local government functions, districts are divided into villages with Village Development Committees
(VDCs) being responsible for administration and coordination of communication based projects. Villages
are in turn sub-divided into Wards.
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conditions is also needed to evaluate the impact and effectiveness of KEP. The focus of the study
is on drawing lessons for future policies and implementation based on a small sample of projects
in two districts, a sample survey of participating households in a small number of selected loca-
tions in three districts and discussions with district and VDC level officials in selected locations.
A limitation of the study is that it is based on samples as indicated above. Therefore the results
cannot be generalised to the whole of KEP.

1.3 Organisation of the rest of the report

The first part of section 2 summarises lessons from international experience on public works
based social protection followed by an outline of the study framework, methodology and plan
for the study. Section 3 reports findings on the institutional and management aspects of KEP
implementation. Section 4 sets out findings on the characteristics of beneficiaries and assess-
ment of impact of KEP on them and section 5 reports on the appraisal of the technical aspects of
project implementation based on an appraisal of a sample of projects in two districts. The study
conclusions and recommendations are set out in section 6.
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2. Lessons from international experience
and study framework

2.1 Brief review of international experience™

Employment generating public works programmes are one form of safety net for the poor in low
and middle income countries. The broad category they fall into are conditional cash transfers'
(CCTs) since payment is typically in return for unskilled or semi-skilled work on public works
projects. The term “safety net” came into use in this context during structural adjustment pro-
grammes at times of crises (World Bank, 2001). In this context, the terms “safety net” and “social
protection” are sometimes used interchangeably though a distinction can be made between safety
nets providing support of last resort while the term “social protection” encompasses safety nets as
well as policies and measures to reduce the vulnerabilities of target groups and their dependence
on the safety net. Both the terms are used for public works programmes in this report.

Public works programmes may either be set up to alleviate the acute effects of crises on the liveli-
hoods of the poorest and most vulnerable or as longer term programmes in response to chronic
levels of unemployment, underemployment and associated poverty (McCord, 2008). Programmes
in response to crises often have to be set up in a hurry with very little preparation under difficult
circumstances. Therefore, CCT as a safety net objective tends to dominate and participants are
likely to engage in “make-work” activities to satisfy the work conditionality required to ensure
effective targeting, typically with low quality asset creation or preservation outcomes.

Public works programmes to address chronic underemployment and poverty aim to provide
social protection through sustained income transfers while creating or maintaining economi-
cally or socially valuable assets. They entail significant and sustained government expenditure
commitments over some years to supplement the incomes of participants. The sustained income
generation and asset creation would also be expected to have second-round effects. A sub-category
of long-term public works programmes are employment guarantee schemes (EGSs) which offer
guaranteed paid employment of a certain number of days in an year at a given wage rate to all
those who wish to take advantage of it, though often there are further restrictions such as em-
ployment being limited to one person per household for budgetary reasons.

11 This brief review draws on a number of references including Coady, Grosh and Hoddinott (2004), Mehrotra
(2008), Ministry of Rural Development, India (2008), Ninno C, Subbarao K and Milazzo A (2009),
Subbarao (2001) and Smith and Subbarao (2003).

12 We focus here on schemes in which payments are in cash. There are similar programmes in which payment
may be in food or a combination of food and cash. CCT is one form of conditional transfer. Non-work
conditions have also been used, e.g. cash payment in return for fulfilling the requirement that beneficiary
households continue to send children to school.
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It is clear from the introduction to KEP in the previous section that KEP is intended to be a
geographically targeted public works based programme to provide income support. It is not an
employment guarantee scheme because it does not guarantee a given number of days of employ-
ment and a given amount of pay but the intention is to include all qualifying households. The
number of days of employment which could be provided is limited by the budget as noted in
the previous section.

Ensuring satisfactory and balanced performance on the twin objectives of social protection and
asset creation is challenging, especially since very often such programmes are implemented in
contexts in which institutions and technical capacities are weak. Setting up and operating long-
term public works programmes with or without employment guarantee is complex requiring a
combination of adequate resources, appropriate management structures, effective planning and
administrative processes and adequate technical inputs. If such programmes are not effective in
creating or preserving assets, the cost of providing social protection could be high and alternative
approaches to social protection may be preferable. Based on international experience, the rest of
this section sets out the features needed for an effective employment guarantee scheme. It starts
by setting out the national level policy aspects followed by the more specific policy objectives of
an employment guarantee scheme and the necessary features of design and operations.

The review in this section helps to identify the framework for appraising the KEP. Reference is
made to India’s National Rural Employment Guarantee Act (NREGA) in this section because it
is one of the best known employment guarantee based social protection programmes recently set
up. NREGA was passed in mid-2005 and the programme was initiated by Government of India
(GOI) in the first 200 districts in February 2006. A further 113 districts were added in the finan-
cial year 2007-8 and all the rest in 2008. While it is a national scheme, it is implemented at the
state level with the establishment of National Rural Employment Guarantee Schemes (NREGS)
in each state. The Indian programme will be referred to as NREGA in this report.

However, reference to NREGA as a comparator for KEP should be heavily qualified. NREGA
follows a long history in India of a range of programmes providing employment through public
works at the national and state levels including the Maharashtra Employment Guarantee Scheme
at the state level. Appraisals of these programmes have revealed a number of weaknesses which
include:

O their limited scope and scale in relation to the number of people requiring social protection
and the level of protection provided to those who participated;

high proportions of beneficiaries not from the poorest section of the population;

low participation by women;

planning dominated by government bureaucracies with little community participation;
low quality of assets created, and

numerous irregularities leading to a substantial proportion of expenditure not reaching the
poor.

aaaoaaoaaQ

NREGA incorporates lessons and experience of decades of learning in its design and implemen-
tation but even NREGA is finding ensuring the quality of assets created a challenge because of
shortage of technical personnel on the ground (Mehrotra, 2008).
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Box 2.1 sets out the aspects which need attention in establishing and operating a public works
based social protection scheme. Initiation of a public works based social protection scheme starts
with a commitment at the national level to provide the safety net. Such programmes require
significant commitments on the part of the government to sustain a significant level of expen-
diture and to put in place or facilitate the processes and human resources required for effective
operation. Affordability is concerned with the financial resources while feasibility is concerned
with the much more complex question of making the scheme work. Affordability will clearly
affect the extent of the commitment. Since public works projects and employment guarantees
are amenable to being limited to regions, this could be one of the ways in which the scale could
be limited as is the case with KEP.

Box 2.1 Public works programmes as social protection

National policy and commitment:
o Scale and affordability
o Longer term commitment

o Devolved implementation and development of capacity

Objectives

o  Short-term welfare impacts — employment, poverty alleviation, consumption smoothing
o Complementary benefits and activities

o  Asset creation and preservation — local community and larger

o

Community “spirit” and capabilities

Design and operations features

Effective targeting

Universal reach and open access

Efficient and effective payment arrangements — transparency and accountability
Participatory project identification and planning — community and wider levels

Effective project implementation

O O O O o

Project and programme implementation — effective monitoring and auditing — transparency and

accountability

The financial commitment could be a limited one, for example to provide a given amount of
resources for the programme, or a more open ended one which guarantees a specified number of
days of employment per household for all those who claim the entitlement. Clear communication
to the implementers and beneficiaries of the commitment and how it is to be executed is essential
to establish credibility. Further, while the resources are typically provided by or through central
government, devolving implementation to local government and communities is important to
ensure that the projects are responsive to local needs and conditions, and reflect local priorities
and their implementation can be effectively monitored at the local level.

Through NREGA, GOI has made a commitment to the provision of a given level of social pro-
tection to all those who need it. NREGA defines employment as a right enshrined in an Act and

10
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offers a guaranteed 100 days of employment each year to one unemployed worker from any
rural household on the creation of community assets and paid at the minimum wage rate for the
relevant state'®. If employment is not provided to an applicant within a given number of days, a
cash payment is made to the applicant which is effectively unemployment insurance.

The commitment involves a continuing allocation of budgets for the scheme at GOI and state
levels. Clear communication of the commitment and the mode of operation to the stakeholders
are important especially since implementation is complex and involves a number of levels of
government.

The benefits which well managed public works programmes can deliver are summarised be-
low.

O They provide transfer benefits to the poor where transfer benefit is the wage rate, net of
any costs of participation incurred by the worker. In countries or regions with high rates
of unemployment and underemployment, transfer benefits supplement the incomes of the
poor.

(0 They may also confer consumption-smoothing or stabilization benefits depending on the
phasing of the work. If the work is scheduled during agriculturally slack seasons, it will not
conflict with demand for labour in agriculture. Further, to the extent that agriculturally slack
seasons are also lean seasons for poor households, for example for households of agricultural
workers, income from programme employment would provide income smoothing.

O They are amenable to geographic targeting. Poor areas and communities can benefit directly
from the program (i.e. the transfer and consumption smoothing benefits), and indirectly
from the physical assets created and maintained, thus combining the social protection and
improvement of long-term growth prospects in poor regions.

O They construct or maintain much-needed infrastructure of economic and social value.
The infrastructure could be local and small scale and of direct relevance for the immediate
community or larger projects offering wider benefits. Lessons from international evidence
show that projects with an emphasis on employment generation and social protection find
satisfactory implementation of infrastructure asset creation and preservation difficult.

O Infrastructure projects which respond to the local community’s priorities and are amenable
to construction by the local community with limited technical support and supervision
work better. Examples include repairs of small irrigation canals and tracks and construction
of community buildings. Larger projects such as construction of roads are very suitable for
employment generating public works programmes but they require a significant proportion
of non-labour and technical inputs and should be implemented at a higher administrative
level than the local community.

13 In practice, the average number of days of employment achieved by NREGA is about half of the target of
100 days with wide variations between states.

11
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O A spin-off from public works programmes with local participation in establishing priorities,
selecting projects and implementation is the development of capacity of local government
and local communities to manage their own affairs and implement projects.

0 Programmes can be designed and implemented to encourage participation and empower-
ment of women and disadvantaged groups.

An important issue is the setting of the wage rate which has a number of advantages as a target-
ing mechanism. If the wage rate is set low enough to attract only the poor to participate, the
targeting performance is improved and the administrative costs of targeting are reduced because
participants select themselves to join the programme. Normally, the wage rate set to target the
poorest will be below the market wage rate for unskilled labour. However if the market wage
rate is very low, the welfare benefit of public works pay may be too low and therefore the wage
rate may have to be set higher than the market wage rate and other methods of rationing may
have to be applied if the demand for jobs on the programme exceeds the employment generating
capacity of the programme for budgetary or other reasons. If methods of targeting other than
the public works programme is targeted at the very low paid with a higher wage rate, raising the
market wage rate may even be seen as beneficial.

To make the targeting effective, it is important to ensure that the intended beneficiaries are
fully informed about the programme, the conditions for participation, work requirements and
the procedures to be followed to participate. Additional efforts are usually needed to ensure that
women and other disadvantaged groups have adequate access to the programme. Any barriers
against the disadvantaged may have to be dealt with. For example, in order to encourage female
participation, the appropriate form of wage payment is important. For example, women may
benefit from piece rates or task-based payment or assigning specific types of tasks. Also, provision
of childcare or pre-school services can improve participation by women. Removing barriers may
require addressing cultural barriers and setting incentives for the implementers to meet targets
on participation by disadvantaged groups and auditing procedures for checking if there are any
obstacles to participation.

Efficient and effective payment arrangements are required for three main reasons. The first is that
if the payment is not according to the agreed wage rate, the programme objective of supplement-
ing the incomes of poor households is not fully met. The second is that to the extent that the full
wage does not reach the participants because of leakages, the cost-effectiveness of targeting the
poor through the programme is reduced. The effectiveness is further eroded by the undermining
of confidence in the scheme by target groups and therefore unwillingness to participate.

The third is the impact of the disincentive effect of deficient payment arrangements on the asset
creation or maintenance objective. To achieve acceptable levels of productivity and quality, the
payment should be conditional on the amount of work done, either through piece rate or task
rate. However, operating an incentive system requires adequate supervision. If actual payments
are less than the agreed payments, productivity and quality will suffer. Delays and uncertainty
associated with payment will also have negative effects.

While a lot of attention is paid to the design of projects, whether a programmes succeeds or fails
depends on whether project implementation is effective. Because of the core twin objectives of
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social protection and asset creation or maintenance, implementation has management and tech-
nical aspects which need to be coordinated in a number of areas. For example, ensuring effective
and efficient payment arrangements referred to above requires that the arrangements for payment
work well but also technical inputs and inspection are involved in setting the work conditions
and ensuring that they are fulfilled.

The broad objective of implementation is to deliver the core benefits of the programme (poverty
alleviation and asset creation) effectively while enhancing it by achieving other goals such as par-
ticipation by disadvantaged groups. On the management side, meeting objectives requires systems
and processes to ensure that the flow of funds is timely, correct procedures are being followed
in selecting and implementing projects and waste and irregularities are reduced. Transparency
and participation of stakeholders including the beneficiaries in decision making and monitoring
and auditing are also important.

On the technical side, it is necessary to establish and apply norms and designs, provide the ap-
propriate technical inputs into designing projects and estimating inputs and costs, providing
technical guidance and supervision during implementation and ensuring that the work has been
completed to a satisfactory standard.

An important aspect which has technical and management dimensions is the determination,
procurement and deployment of non-labour inputs. For public works projects to produce or
maintain assets effectively by labour-intensive methods, some complementary inputs (good
quality tools, light equipment and materials) are usually required. The technical aspect is the
determination of what tools, equipment and materials are compatible with labour-intensive or
labour-based approaches. Devolvement of work to different levels of administration and down to
the local community level is essential but implementation capacities are limited making both the
management and technical aspects more complex. Implementation capacities in areas requiring
such programmes are limited and therefore considerable effort may be needed to develop these
capacities.

One aspect which has received some attention is the cost effectiveness of public works programmes
where a cost comparison is made between public works programmes and between public works
programmes and other safety net devices on the cost of delivering $1 of benefit to the poor. The
poor are defined as those with incomes in the bottom one or two deciles. According to one approach
(Ravaillon, 1999), for public works programmes, the variables which affect this cost are:

(a) labour intensity (the share of the wage bill in total cost);

(b) targeting performance (the proportion of wages paid to the poor);

(c) net wage gain (gross wages minus all costs of participation incurred by workers), and

(d) indirect benefits flowing from the assets created.

The four variables identified above are useful indicators of the performance of public works
programmes and can be combined to calculate cost effectiveness. The underlying assumption
is that the prime objective is income generation for the poor and the non-labour expenditure
on asset construction or maintenance is a cost that has to be incurred implying no or very little
value. The implication is that the assets would not have been constructed in the absence of
public works scheme funding though some value is ascribed to the assets to be offset against the
expenditure.
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The nature of assets created, their costs and the types of their benefits have a bearing on the cost
effectiveness question. For this purpose, the types of projects implemented could be put in four
categories: (a) small community based projects of value to the community which would not have
been undertaken without public works programme funding; (b) small community based projects
of value to the community which would have been undertaken by the community without public
works programme funding but the community chose to undertake them under the programme;
(c) projects which are a part of the infrastructure construction or maintenance programmes of
line ministries but are being constructed more labour intensively to generate employment, and
(d) projects which the districts have chosen to undertake as a part of their development plan.

Clearly, (a) and (b) are local community based projects of direct value to the community though
arguably, the value of type (a) projects is greater than type (b) as long as the projects have been
through a proper appraisal process. Type (b) projects come close to being “make-work” projects
which strictly speaking should not be permitted though it is likely that they may have very low
non-labour costs and technical inputs. If type (c) projects would have been undertaken without
programme involvement, arguably the non-labour costs should not be included in the cost effec-
tiveness calculation. If projects costs are higher with labour intensive operation, there may be a
case for compensation for the line ministry and this cost should be taken into account. However,
in the Nepali context and especially in Karnali, costs of equipment operation are likely to be high.
Therefore, for appropriately chosen public works, the costs of labour-intensive or labour-based
options, if implemented effectively could be lower than equipment based costs. For type (d), the
situation is very similar to that for type (c).

If cost effectiveness appraisals show that the cost of providing CCT through public works is high,
other approaches such as unconditional cash transfers may be considered. However, a compari-
son of costs may well show that the administrative and implementation costs of other safety net
devices may well be higher because of the difficulty of targeting the poorest and most vulnerable
groups through cash transfers and other instruments and the low administrative costs and leak-
ages of well designed public works because of self targeting.

2.2 Study framework

From the review of international evidence in the previous section, it is clear that KEP is a geo-
graphically targeted short-term public works based social protection scheme. KEP does not offer
a rights based employment guarantee as NREGA does and attempts to initiate such a scheme in
Nepal without adequate preparation and pilot testing would be overambitious at this early stage.
It is also clear that programmes such as KEP are required to balance the objectives of: (a) social
protection through short-term employment generation; (b) creation or preservation of social
and economic assets which contribute further benefits, and (c) cost-effective operation. Such
schemes also have the potential for creating other benefits such as strengthening local commu-
nities and institutions through involvement in local participatory planning and local capacity
building. Achieving these objectives requires sound design, effective management and adequate
technical support.

As a framework for the study, Table 2.1 sets out the features of an effective public works based

social protection scheme, the approaches adopted to collect such information for KEP, evaluate
KEP’s effectiveness on each feature and the sections of the rest of the report where each feature
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is examined. The study investigations consisted of four main components: (a) a sample household
survey; (b) focus group discussions (FGDs) with KEP participants'; (c) assessment of institutional
capacity and arrangements at the DDC and VDC levels to manage KEP, and (d) rapid technical
appraisal of projects completed under KEP. The choice and design of these components was based
on the features to be investigated. More information is provided about the study components in
the next section.

The first feature in Table 2.1 refers to access to employment offered by the scheme. Whether
an employment scheme is effective in reaching the beneficiaries depends on the effectiveness of
communicating with the intended beneficiaries on the definition of the target groups and how
to access the scheme. Ensuring that there are no barriers to participation by any qualifying in-
dividuals or groups (e.g. women and disadvantaged castes and ethnic groups) is also important.
The intended beneficiaries are clearly an important source of information on access and therefore
Feature 1 has been investigated by questions in the sample survey of households in selected VDCs
in three districts complemented by FGDs in the VDCs. Information has also been collected from
VDC and DDC officials on arrangements and resources for communication with the residents
of VDCs and the public in general about KEP and if there are any indicators of effectiveness of
communication.

Public works based social protection schemes can be designed with the wage rate being the sole
targeting instrument. In practice, in setting the wage rate, its function as a targeting device is
rarely the only consideration. Other aspects to be considered are the implications for programme
costs, the welfare effects of programme participants’ earnings and whether the wage rate offers
adequate incentive to work productively.

If the target group is the poorest section of the population and the wage rate is set too high, it
will attract participants who are not in the target group and the proportion of expenditure spent
on social protection for the target group will be lower thus reducing the cost-effectiveness of
reaching the poor®. Other methods of rationing, such as limiting the number of days of employ-
ment per household may also have to be used if there are budgetary constraints. Further, if the
wage rate is too high, there may be damaging effects on other economic activities by drawing
labour away from them'®.

On the other hand, if the market wage rate is very low and therefore the public works wage rate
is set too low, the benefits to participants may be very low and the assets created may be of low
quality because of lack of incentive to work productively. In India, there is evidence that the
Maharashtra Employment Guarantee Scheme and NGREGA have contributed to increases in wage
rates for agricultural workers, the lowest paid group. In Nepal, there is evidence (World Bank,

14 FGDs with non-participants were also proposed but not carried out because the numbers of non-
participants were very small in the sample VDCs. The survey questionnaire includes some questions for
reasons for non-participation and evidence on reasons for non-participation has been examined.

15 The situation is normally more complex because of budgetary constraints. It is also necessary to take
account of circumstances specific to Karnali Zone and KEP.

16  Though this effect may not be serious if there is high unemployment or underemployment and the number of
days of employment offered is small.
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2006) that international migration and remittances have contributed to higher agricultural wage
rates. Clearly, there is a need to balance a number of considerations in setting the wage rate.

The household survey and focus group discussions with KEP participants and non-participants
supplemented by other evidence on wage rates in Nepal addresses the wage rate issue'’. The sur-
vey questionnaire includes some labour force survey (LFS) type questions on economic activities,
wage rates and earnings. Comparison of this evidence with that on income from KEP participation
provides a basis for assessing the appropriateness of KEP as a social protection mechanism.

Since cash payment in return for work is the social protection being provided, the third feature
in Table 2.2, assuring that payment is according to the agreement and on time, is clearly impor-
tant. It is also important because if the payment is inadequate and irregular the asset creation or
preservation objective suffers. Feature 3 in Table 2.2 is concerned with ensuring that KEP partici-
pants, whether working individually or in community groups, know the terms for participation
including the number of days of work offered, the task to be performed and the amount and
timing of payment. Participants should also receive compensation for the work done as agreed
and on time. Questions concerning these aspects have been included in the household survey
questionnaire and focus group discussions with KEP participants. Information has been collected
at the VDC and DDC levels on how participants are informed of the terms of participation and
how payment is managed.

The fourth feature in Table 2.2 is concerned with assessing one of the outcomes, the implications
of additional income for participating households. Two effects examined are (a) the use of income
from KEP on household welfare (i.e. types of use of income from KEP and its implications for
the household), and (b) alternatives to KEP employment (e.g. temporary migration or pursuing
other employment and income generation opportunities). Since youth unemployment is a seri-
ous problem, the extent to which the young participate in KEP has been examined through the
household survey and focus groups.

Features 1 to 4 address the short-term social protection objective. Feature 5 is concerned with
activities to develop skills and provide other support for improving livelihoods in the longer term.
Participants may gain skills on the job or through training related to the work on the scheme. The
scheme may also include complementary components providing vocational training and other
support to enable participants to improve longer term employment and self-employment pros-
pects. Given the relatively short duration of KEP employment and its focus on short-term income
support through employment, the main complementary activities are likely to be development
of skills while working on KEP. The household survey questionnaire and focus group discussions
with KEP participants include questions on this aspect. Information has also been sought from
VDC and DDC officials and representatives on provision of training and other support.

17  Another issue is that public works employment based social protection is not suitable for households which
do not have persons who are able to offer physical labour (disabled or older persons). Two alternative
approaches are to: (a) accommodate the disabled and elderly within the scheme by arranging suitable work
for them, and (b) set up or bolster parallel schemes of income transfers. Nepal already has small pensions
for the elderly and disabled. These could be increased to provide better protection for these groups.
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Table 2.1

protection scheme

Features

Access for all those
who qualify and wish
to participate.

Targeting to ensure
that available re-
sources are directed
at the intended target
groups.

Efficient and effective
payment arrange-
ments.

Welfare impact of
participation.

Complementary
benefits and activities.

Asset creation and
preservation - ef-
fective participatory
project planning.

Asset creation and
preservation -
effective project
implementation.

Effective monitoring
and auditing.

Conditions
and details

Effective communication about the
scheme and method of participation. Spe-
cific actions to remove communication
barriers faced by any target groups.

Self targeting through the wage rate.
Therefore importance of appropriate
wage rate level. Measures to remove bar-
riers against participation by any groups
if necessary.

Ensuring that pay reaches the participants
(conditional on work) as agreed and on
time.

Assessment of impact of earnings from
project employment on participating
households.

Training related to work on the scheme
and training and other support for im-
proving livelihoods.

For local infrastructure, local participa-
tory processes for developing a portfolio
of projects (generating project proposals
and assessing feasibility), prioritising and
selection for implementation.

Technical assessment to (a) ensure that
work can be done with the available
supervision capacity, and (b) assess
requirement for non-labour inputs,
tools and equipment.

Provision of technical training and guid-
ance and non-labour inputs if necessary.
Planning and scheduling of works.

Monitoring progress and performance
at local and higher administrative levels.
Auditing of processes, resource alloca-
tion and outcomes at local and higher
administrative levels.

Lessons from international experience and study framework

Studying the features of KEP as a public works based social

Information sources and
study approach

Household survey.

Focus groups of KEP participants.
VDC officials / representatives.
DDC officials / representatives.

Household survey.
Focus groups of KEP participants.

Household survey.

Focus groups of KEP participants.
VDC officials / representatives.
DDC officials / representatives.

Household survey.
Focus groups of KEP participants.

Household survey.

Focus groups of KEP participants.
VDC officials / representatives.
DDC officials / representatives.

Household survey.

Focus groups of KEP participants.
VDC officials / representatives.
DDC officials / representatives.

Household survey.

Focus groups of KEP participants.
VDC officials / representatives.
DDC officials / representatives.

Household survey.

Focus groups of KEP participants.
VDC officials / representatives.
DDC officials / representatives.
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As an approach to social protection, public works based schemes are generally considered to be
relatively high cost in comparison with other approaches such as cash transfers. More importantly,
effectively implemented public works based schemes use an unemployed resource to create or
preserve valuable assets. If the longer term economic and social benefits are significant, the net
cost of public works based schemes may be low. On the other hand, if such programmes are
not effective in creating or preserving assets, the cost of providing the benefit could be high's.
Therefore, whether KEP is effective in creating or preserving valuable assets is another issue to
be examined. Features 6 and 7 in Table 2.2 are concerned with this issue. The aim is to appraise
the current situation and propose ways in which the situation can be improved.

Feature 6 in Table 2.2 is concerned with the selection of local projects of value to the community,
notably the contribution of local participatory processes in formulating, prioritising and select-
ing projects for implementation. The household survey and focus groups with KEP participants
have obtained information on community participation in developing local projects. Information
from VDC and DDC officials and representatives and other informants at the district level have
provided their perspective on the subject.

Effective implementation of projects (feature 7) is crucial to meet the objective of productive
use of labour. It requires that projects are being implemented with the required level of techni-
cal input and to adequate standards. Local community level supervisors may require technical
training and support to enable this and non-labour inputs may also be required. The household
survey and focus groups with participants provided some general information on planning
and implementation at the project level. Interviews with VDC and DDC officials and represen-
tatives provided information on policies and practice with respect to project implementation
and technical support for projects. In addition, rapid technical appraisals of a selection of projects
have been carried out to assess the adequacy of technical input and support in planning, design
and supervision and whether the work carried out is of an adequate standard for the type of
project. The aim has not been to apply stringent engineering criteria but to appraise projects on

whether they have been adequately designed and constructed, are functional and have a reason-
able life.

Feature 8 is concerned with effective monitoring and auditing of the scheme and projects under
it to ensure that the objectives of a scheme are being met and any corrective steps are taken if
necessary. Monitoring progress and performance at the VDC and DDC levels are aspects of the
management of KEP within the district and important for achieving the objectives. The aim is to
make KEP as transparent as possible. At the VDC level, community audits of processes, resource
allocation and outcomes are considered to be important aspects of this transparency™.

18 Though targeting the poorest and most vulnerable groups for cash transfers requires reliable data at the
household level and effective mechanisms for making payments and reducing leakages. Costs of cash
transfer mechanisms may also be high as the discussion of international evidence in the previous section
indicates.

19 Discussion with Mr Kharel, Chief , KRDU.
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Table 2.2 Karnali districts: Population and location features

o _ Population % ofall5 Assumed Population Rankings out of
District  Population  Area  gensity, 2001 district growth and location 75 districts by
2001 (km<)  (persons  population (%), 2001 features HDI and CBS
2008 indicators
Dolpa* 29,545 7,889 3.7 9.6 12.3 Tibet border. HDI 67
Low population CBS 70*
density.
Humla 40,595 5,655 72 13.1 14.2 Tibet border. HDI 68"
Low population CBS 74*
density.
Jumla* 89,427 2,531 353 28.9 14.2 Higher than HDI 70"
average population CBS 68"

density for Karnali.

Kalikot* 105,580 1,741 60.6 342 12.8 Highest population HDI 73
density and CBS 69"
population. South
-west part

of Karnali Zone.

Mugu* 43,937 3,535 12.4 14.2 14.0 Tibet border. HDI 75

Low population CBS 75"
density.

75 23,151,423 147,181 157.3 - - - -

districts

Karnali 309,084 21,351 14.5 100.0 - - -

districts

Karnali % of national land area 14.5

Karnali % of national population (2001)1.3

Sources:
2001 Population Census and www.statoids.com/ynp.html except for “Assumed growth (%), 2001-2008". Source
for this column is VDCs Profile of Nepal database.

Notes:
(1) See section 1.2 for sources of HDI and CBS composite socio-economic rankings.
(2) The population in some Wards in these districts could not be counted and therefore had to be estimated.

The study has collected information on the perceptions of the local community on auditing and
performance of KEP through the household survey and focus groups of KEP participants and
non-participants. Interviews with VDC and DDC officials and representatives provided an out-
line of the monitoring and auditing approaches being used and their perceptions on how well
they function. In studying all the features outlined above, account will be taken of the mode
of operation of KEP which aims to be flexible to enable local community groups to initiate and
implement small projects (costs below NR 150,000)*° with considerable autonomy.

20  Discussion with Mr Kharel, Chief, KRDU.
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2.3 Study plan and selection of study districts and locations

The study framework in section 2.2 identifies the aspects investigated and the study components.
Because of time, resource and logistic constraints, it was not possible to include all five districts
in the study and in the districts included, there was clearly a need to select sample locations for
the survey, focus group discussions and rapid technical appraisals. In order to define the scope
of the study, a review of population and location characteristics of the five districts in Karnali
Zone was carried out.

Table 2.3 shows a clear distinction in location and population features between Kalikot and Jumla
(higher population densities and no border with Tibet) on the one hand and Dolpa, Humla and
Mugu on the other (lower population densities, border with Tibet and in general more rugged
terrain and poorer transport links with the rest of Nepal). Just over a third of the Karnali Zone
population is in Kalikot, just under a third in Jumla and the remaining third distributed between
Dolpa, Humla and Mugu. Therefore, to be broadly representative of population sizes and associ-
ated characteristics, the districts chosen for the study were Humla (representing the three less
densely populated districts), Jumla and Kalikot. The household survey and FGDs were conducted
in all three districts while the study of the management of KEP and rapid technical appraisal were
limited to two districts, Jumla and Humla, representing a district with higher population density
and a more mountainous and remote district with lower population density respectively.

Table 2.3 KEP study VDCs and Wards

District VDCs and Wards Districts Location within district
Humla Shreenagar 50 survey households About 20 km to the south of
(Wards | & 4) and FGD. district centre, Simikot.
Kalika 50 survey households About 20 km to the south of
(Wards | & 3) and FGD. district centre, Simikot.
Dandafaya Rapid technical Adjacent to district centre,
(Ward 3) appraisal only. Simikot.
Simikot Rapid technical VDC with district centre.
(Ward 2) appraisal only
Jumla Kartikswami 50 survey households, To the south of district centre,
(Wards | & 5) FGD and rapid technical Chandannath.
appraisal.
Patmara 50 survey households, To the north of district centre,
(Wards 3 & 9) FGD and rapid technical Chandannath.
appraisal.
Kalikot Bharta 50 survey households To the south of district centre,
(Wards 8 & 9) and FGD. Manma.
Raku 51 survey households and To the north of district centre,
(Wards 2 & 4) FGD. Manma.
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Within each of the three districts, to reflect differing access and socio-economic conditions, as far
as possible, locations for the household survey, FGDs and rapid technical appraisal were chosen to
represent VDCs and Wards close to the district centre and some distance away from them. Table
2.4 lists the VDCs in which the studies were conducted and indicates their locations within the
district. The survey includes a sample of 100 households from each district giving a total sample
size of 300?'. In each VDC, a cluster of 50 randomly selected households from two or more Wards
were included in the survey. FGDs were conducted in both VDCs in each district.

Table 2.4 shows the VDCs and Wards within them in which the components of the study were
conducted. In all the districts, the household survey and FGD elements were carried out in the
same VDCs to enable cross-checking of information and responses. The rapid technical appraisals
in Jumla were conducted in the same VDCs as the other two components while in Humla, they
were conducted in VDCs close to the district centre because of logistical constraints.

The study team consisted of the international consultant supported by the consultant respon-
sible for the survey and FGDs and a team of enumerators and a civil engineer consultant who
conducted the rapid technical appraisal and, in collaboration with the international consultant,
collected institutional data at the district and VDC levels in Jumla and Humla. Table 2.5 shows
the study programme. Following preparatory work on the study design and planning in February
and March 2009, the study team came together in April 2009 to finalise the design of the survey
instruments and methodology and initiated the studies in Jumla district. The rest of the fieldwork
was completed in April — May 2009.

21  The actual number of households interviewed was 301 because the sample selected by one of the
enumerators in Kalikot included an additional household. Data from the additional household have been
included in the study.
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Time scale

ali Employment Programme
rotection scheme

Activities Team participation

April 2009

Finalise design of households
survey and FGD instruments, pilot
testing instr uments and training
enumerators.

consultant and enumerators

Household survey and FGDs in
Jumla.

Information collection on insti-
tutional aspects at DDC level in
Jumla

Test rapid technical appraisal
methodology and conduct rapid
technical appraisals in Jumla.

June 2009

Checking and coding of survey
data.

Local survey consultant,
WEP data entry team and
technical consultant
Preparation of report on FGDs.

Preparation of reports on rapid
technical appraisals.
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3. Implementation of KEP: Institutional and
management aspects

3.1 Issues investigated and approach

Whether KEP is effective in meeting its objectives depends crucially on the institutional ar-
rangements for implementing it and the effectiveness with which it is managed. The focus in
this section is on the institutional and management aspects at the district and VDC levels. The
annual allocation of funds for KEP is announced in the annual MOF budget as noted in section
1. Based on this budget, KRDU allocates funds to districts broadly based on information on the
estimated number of unemployed households provided to KRDU by the districts.

This appraisal is based on information collected at the DDC and selected VDCs in two of the
districts, Jumla and Humla, and evidence from FGDs and surveys in all three districts. The in-
formation on KEP at the DDC level included: (a) KEP funding received by the districts; (b) types
of projects undertaken with KEP funding; (c) the planning processes used in allocating funding
to the VDCs; (d) arrangements for technical planning and implementation of sub-projects at
the VDC level, and (e) monitoring of implementation. Reports on the international consultant’s
earlier missions (Vaidya, 2009a and 2009b) provide details and the survey questionnaire. In the
next two sections, for each district, institutional and management aspects are covered under
three subheadings, KEP management and communication, KEP funds and their allocation and
technical support for KEP projects.

3.2 Jumla: Institutional and management aspects

3.2.1 KEP management and communication in Jumla

A board has been set up to manage KEP in Jumla. In the absence of elected representatives at the
DDC level, in the first two years of KEP operation (2006-7 and 2007-8), the board consisted of
the Local Development Officer (LDO) as the chairperson and representatives of the six political
parties active in the district. From 2008-9, board membership has been broadened to include
a representative of a human rights organisation and a NGO. The board makes decisions on the
timing and phasing of disbursements of funds to VDCs, setting the conditions and requirements
VDCs must meet and the procedures to be followed by VDCs in preparing and submitting project
proposals. There is also a DDC level monitoring team which visits each VDC to evaluate projects
which have been implemented. If there are disputes about projects and their implementation,
the monitoring team visits the VDC to mediate and settle disputes.

Although KEP projects are proposed and selected at the VDC level, the DDC has a strategy to

direct KEP resources towards roads and tracks because other sources of funds for investment the
transport infrastructure are limited. The modification of KEP rules to permit the programme
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to collaborate with partners who could contribute funds for non-labour components (tools and
equipment and materials) and provide technical support offers opportunities for improving the
quality of projects.

The DDC Planning Unit is responsible for administration and providing support to the KEP
Board. For technical aspects, DDC draws on DTO staff though the role of DTO in relation to
KEP is limited (see section 3.3.3 below). The Planning Unit is led by the District Planning Officer
supported by the chief of the Planning Unit, an administrator, an accountant and is supported
by DTO technical staff. Under the DTO, there are 3 graduate engineers (who do not normally
go on site), 2 sub-engineers (overseers) and 4 assistant sub-engineers (sub-overseers), the latter
with technical qualification equivalent to 10® grade. According to the DTO, there is enough
capacity to provide support for larger projects in the district but not the large number of smaller
KEP projects.

The planning unit uses a series of forms for record keeping and reporting at the DDC and VDC
levels. They include: (a) a form to list names of persons selected for employment by VDCs; (b)
a form for users’ committees to request KEP employment from VDCs; (c) a form to list projects
proposed by users’ committees; (d) a list of proposed projects submitted by VDCs to the DDC; (e)
a form for recording the agreement between the users’ committee and VDC; (f) daily attendance
sheets; (g) a form for users’ committees to provide information for public audits; (h) a progress
report form to be completed by VDCs; (i) a form for making quantity and cost estimates for
project works; (j) a project work progress report (running bill) form, and (k) a work completion
report form. Therefore, formally a system for project planning, monitoring and making technical
estimates exists. There is also evidence at the DDC level of good record keeping.

However, evidence from projects and related records inspected in selected VDCs indicates that
the procedures and forms are not being used systematically at VDC and project levels. Project
documents and calculations are primarily concerned with estimating quantities and costs and
the labour input required. The latter is required to estimate project cost and to set tasks to be
completed by participants. Records of attendance of participants were also kept for the projects
observed and there is evidence of setting group tasks but whether attendance was for the full day
or part of the day and whether the tasks have been completed is not always indicated. It is also
not always clear whether estimates of quantities and costs were made prior to implementation.
The role of DTO staff in efficient and effective management and technical aspects is very limited.
When project estimates are submitted by VDCs, the task of DTO staff appears to be simply to
check whether the calculations are correct.

DDC’s communication about KEP and other matters with VDCs is through regular monthly meet-
ings attended by all VDC secretaries. At the start of the KEP planning cycle, the DDC informs
VDCs about the programme and the deadline for submitting project proposals. VDC officials
are required to hold public meetings for generating KEP project proposals. The DDC also uses
mass communication media such as FM radio and announcements through the printed press to
inform the public about the programme. KRDU at MLD monitors the communications efforts of
the districts and rewards the district which has been most successful. In 2007-8, Jumla’s public-
ity efforts were ranked the highest and as a result Jumla was awarded NR 100,000 to be paid as
a bonus to the staff involved. In the following year also Jumla is expected to be ranked first on
effectiveness in communication.
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According to DDC officials and discussions with officials in one VDC, there were no barriers
against participation on the basis of caste, ethnicity or sex. However, there are concerns about
the definition of households and especially what constitutes an employed household since strict
application of KEP rules would not permit participation by members of employed households
(i.e. a household in which at least one person has permanent or temporary employment in gov-
ernment or NGO or earnings from a business). An example was given of a household in which a
number of adult brothers and their families live communally. If one person in the household has
government employment, the income from employment may only benefit the person employed
and his/her immediate family with the rest of the extended family seeing no benefit. Therefore
excluding members of the wider communal household from participation in KEP seems unjust.

Further, limiting KEP participation to one person per household, irrespective of the size and
composition of households also seems inequitable. Women have also raised concerns about their
inability to benefit from KEP and gain some financial independence if a man from the house-
hold is participating. It appears that a pragmatic approach is being taken at present to attempt to
deal with some of these issues. For example, in some VDCs, what counts as a household is being
changed to take account of extended families. First priority is being given to at least one member
of each unemployed household followed by a second member if resources are sufficient.

There has also been some communal sharing of payment from KEP between unemployed and
employed households in some communities. Rather than taking this ad hoc approach which is
likely to vary between districts and VDCs, a standardised and more equitable approach may be
preferable.

3.2.2 KEP funds and their allocation in Jumla

Table 3.1 shows the KEP funds recorded as received by Jumla DDC in the three years, 2006-7 to
2008-9. In the first year of operation, KRDU asked for information on the population, number of
households, their employment status and income. It is understood that the allocations to districts
by KRDU continue to be based on the information provided initially. To make an estimate of the
allocation per head in Table 3.1, an allowance of 1 per cent for administration cost for 2007-8
and 1.132 per cent for 2008-9 have been first deducted®. The remainder is divided by the total
number of unemployed households for the year 2007-8. This number was 16,432 out of a total

Table3.1 KEP funds received by Jumla DDC, 2006-7 to 2008-9

Year 2006-7 2007-8 2008-9
KEP funds (NR) 35,600,000 55,600,000 61,800,000
Allocation per unemployed household® (NR) 2167 3350 3711
No of days of work @ NR 200 per day I 17 19

22  The administration cost is shared equally between the DDC and VDCs.
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of 19,021 households (i.e. 86 per cent of all households in the district were designated as “unem-
ployed”). The allocations show a large increase of 56 per cent between 2006-7 and 2007-8 and
a smaller increase of 11 per cent in 2008-9. For 2007-8, comparison of the KEP funds received
(less administration cost allowances) with the amount shown as disbursed shows that over 98
per cent of funds have been disbursed, a very high proportion for such projects.

For the fiscal year 2008-9%, the DDC received the first instalment of NR 30,000,000 at the begin-
ning of January, i.e. about half way through the fiscal year?*. However, because of the adverse
access and weather conditions in Karnali Zone, districts in the zone have a special dispensation
to be able to spend the funds from a fiscal year up to mid-November (end of Kartik) into the
following fiscal year.

In 2006-7, the first year of KEP, the DDC divided the total KEP grant equally among all 30 VDCs
irrespective of their size, remoteness, population or number of unemployed households. Each
VDC receiving about NR 1,182,000. Since this was the first year of the programme and Nepal
and Karnali Zone were just emerging from the disruptions caused by the civil war, there was
probably no option. Two implications are the unpreparedness of the VDCs to implement projects
and the unevenness of distribution of KEP funds per household between VDCs (see Table 3.2
and its discussion below). The issue of quality of work is considered later in this section and in
section 5.

For 2007-8, the KEP Board in Jumla changed the allocation procedure in an attempt to improve
the performance of KEP. The first instalment of NR 600,000 was made to all VDCs mid-June
2008 onwards. The conditions for receiving the first allocations was that the VDCs compile and
submit a list of all unemployed households and submit a list of projects to be implemented under
KEP. VDCs were required to hold public meetings to which all households were asked to send a
member to discuss project proposals and agree the list of projects, usually Ward by Ward. Rep-
resentatives of locally active political parties also participated in the meetings. The purpose of
the meetings was for representatives of the public to propose projects, discuss them and come up
with a list of projects for each VDC, usually by Ward. The first instalment (just under One-third
of the KEP budget) was disbursed to VDCs when the list of proposed projects was received by
the DDC and approved by the KEP Board.

The payment of the second instalment, about four months later, depended on satisfactory reports
on progress of work completed and submission of further claims and their acceptance by the
Board. A monitoring committee (including members of political parties) was set up to inspect
the submissions, visit each VDC and make recommendations on the acceptance or otherwise of
the claims for the second instalments. According to the DDC, two VDCs, Kalikakhetu and Pat-
mara®, did not meet the deadline for submission of satisfactory progress reports of work done
under the first instalments. KEP funds for these two VDCs were therefore limited to the initial
instalment of NR 600,000.

23 The Nepali Fiscal Year is 16th July to 15th July.

24 In previous years, funds were received later because of political uncertainties at the national level.

25 Patmara is one of the two districts in which a rapid technical appraisal was carried out as a part of the
study. The specific issues related to the implementation of KEP in Patmara are discussed in Section 5.
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In 2008-9, the KEP Board decided to adopt the approach it developed for the allocation of funds
in 2007-8. The process of collecting lists of unemployed households and project proposals from
VDCs was initiated in April 2009 and the VDCs were given about three weeks to come up with
the proposals. The first instalment to be paid subject to receipt of submissions from VDCs, has
been increased to NR 1,000,000 for 2008-9 and the monitoring committee will include represen-
tatives of NGOs and journalists for greater transparency.

In 2006-7, the allocation between VDCs was equal without regard to demographic or other
considerations. In the next two years, the first tranche was allocated equally between VDCs
but the second tranche depended on VDCs’ performance with respect to the expenditure of the
first tranche and meeting reporting criteria. The approach is intended to provide an incentive
to VDCs to make better use of KEP funds. However, since the allocation per VDC was not ac-
cording to demographic criteria (e.g. size of population in unemployed households or number
of unemployed households in the VDC), there are substantial variations between VDCs in the
allocation per unemployed household as Table 3.2 shows. If the prime objective of KEP is social
protection, there should be equity in provision to all qualifying households. The allocation pro-
cedure in Jumla does not achieve this?.

The funds are transferred to the bank accounts of the VDCs who then make their own arrange-
ments for transferring them to users’ groups. Typically, users’ groups” are committees leading
the implementation of specific projects at the Ward level though in Kartikswami VDC in which
the rapid technical appraisal was carried out, there was a users’ committee at the VDC level and
users’ groups at the Ward level. Users’ groups are normally formed at the project proposal stage
since they are representatives of the local community who discuss the options within the com-
munity and come up with the proposals.

When VDCs receive KEP funds, they make agreements with the relevant users’ groups on imple-
mentation and payment arrangements. The precise arrangements vary but typically, users’ group
leaders inform the participating households of the daily wage rate, the total number of days of
employment to be provided and therefore the total pay they will receive. The wage rate which
has been applied to date in Jumla is NR 200 per day which appears to be close to the market wage
rate. The payment to participants is usually made in two instalments, a first instalment after a
given number of days of work and the second instalment upon completion of work though there
have been instances of the full payment being made before the work has been completed on the
understanding that the work would be completed at a later stage.

Apart from KEP funds, VDCs have block grants for administrative costs and development activi-
ties. Other sources of funds are line ministries, special programmes and NGOs. The VDC Com-
mittee, made up of the VDC secretary, representatives of six political parties and line ministry
representatives at the VDC level are responsible for planning. The VDC secretary in Patmara
indicated that there is a three year plan for the VDC.

26  As section 3.3 shows, Humla DDC has chosen to allocate funds to VDCs to achieve equity.
27 The practice of user’ groups proposing and implementing local community based projects is well
established in Nepal and commonly used by development agencies and NGOs.
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Table 3.2
VDC VDC

no name

| Chandannath

2 Talium

3 Kalikakhetu

4 Mahat

5 Lamra

6 Badki

7 KartikSwami

8 Haku

9 Narakot

10 Depalgaun

I Tatopani

12 Dhapa

13 Gajyang Kot
14 Kudari

I5 Sanigaun

16 Patarasi

17 Tamti

18 Birat

19 Guthichaur
20 Ghode Mahadev
2] Pandawagufa
22 Patmara

23 Malikathat

24 Kanakasundari
25 Chhumchaur
26 Raralihi

27 Malika Bota
28 Dillichaur

29 Mahabe Patharkhola
30 Buvramadichaur

28

Total
Maximum

Minimum

No of
unemployed
households

899
724
337
332
537
808
299
417
534
399
949
720
531
856
650
728
il
400
475
334
618
545
498
506
429
465
202
846
465
218
16,432

2006-7
Allocation of Per
KEP funds  unemployed
(equally household
distributed)

1,186,666 1,320
1,186,666 1,639
1,186,666 3,521
1,186,666 3,574
1,186,666 2,210
1,186,666 1,469
1,186,666 3,969
1,186,666 2,846
1,186,666 2,222
1,186,666 2,974
1,186,666 1,250
1,186,666 1,648
1,186,666 2,235
1,186,666 1,386
1,186,666 1,826
1,186,666 1,630
1,186,666 1,669
1,186,666 2,967
1,186,666 2,498
1,186,666 3,553
1,186,666 1,920
1,186,666 2,177
1,186,666 2,383
1,186,666 2,345
1,186,666 2,766
1,186,666 2,552
1,186,666 5,875
1,186,666 1,403
1,186,666 2,552
1,186,666 5,443
35,600,000 2,167
5,875

1,250

KEP funds allocation by VDC in Jumla

2007-8
Actual Per
KEP unemployed
expenditure  household
3,100,000 3,448
1,800,000 2,486
600,000 1,780
1,500,000 4,518
2,000,000 3,724
1,800,000 2,228
2,500,000 8,361
2,300,000 5516
1,800,000 3,371
1,300,000 3,258
2,000,000 2,107
2,400,000 3,333
1,450,000 2,731
2,500,000 2,921
1,800,000 2,769
1,800,000 2,473
3,176,000 4,467
2,400,000 6,000
1,200,000 2,526
1,800,000 5,389
2,800,000 4,531
600,000 1,101
1,500,000 3,012
900,000 1,779
1,800,000 4,196
2,300,000 4,946
1,070,000 5,297
1,200,000 1,418
1,800,000 3,871
824,000 3,780
54,020,000 3,287
8,361
1,101
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3.2.3 Technical support for KEP projects in Jumla

The District Technical Office (DTO) is responsible for providing technical support to all infra-
structure works under DDC including KEP projects and work done by VDCs from their block
grants. The DTO also supports government line agencies in the district. DTO technical capac-
ity is too limited to cope with all these demands. DTO’s priority is to support district level and
bigger projects where more technical input is required. In the first year of KEP operation, DTO
helped with technical aspects of the projects where this was sought by the VDCs. DTO was also
involved in checking whether the projects were properly implemented.

In the second year (2007-8), DTO role with respect to KEP has been more limited, partly because
of the high workload of DTO staff and partly because of a central government directive giving
VDCs the authority to plan and implement local projects. Since DTO has not been able to provide
the desired level of technical support to KEP, all but four of the VDCs in Jumla have appointed
their own technicians who are at the assistant sub-engineer or sub-overseer level. None of these
technicians have training beyond the three year course at technical school. They estimate work
quantities and costs on projects within the VDC and supervise and monitor projects. There are
clearly issues with respect to the technical capabilities of personnel with this level of qualification
to estimate works quantities and costs, plan and design projects and supervise their implementa-
tion without guidance and supervision. Another issue is lack of independent oversight since the
overseers are paid by the VDCs. There is no evidence of any systematic training being provided
to persons implementing projects at the VDC level.

3.3 Humla: Institutional and management aspects

3.3.1 KEP management and communication in Humla

A Coordination and Monitoring Committee (CMC) of 17 members chaired by the LDO has been
set up at district level to manage the KEP. Members are representatives of nine political parties
active in the district, representatives of some government line agencies?® and the Monitoring
Officer of the Local Development Fund who is the secretary. The District Budget Comptroller is
not formally a member but is in attendance. CMC makes decisions on the timing and phasing of
disbursements of funds to VDCs and setting the conditions and requirements VDCs must meet
and the procedures to be followed by VDCs in preparing and submitting project proposals. The
Monitoring Officer is responsible for overall administration and the Saving and Credit Officer is
responsible for record keeping. Issues regarding the definition of households and unemployed
households mentioned in section 5.2 above with respect to Jumla also arise in Humla and have
been discussed later in this section.

The DDC Monitoring Unit (WUPAP) led by the District Monitoring Officer is responsible for
the administration of KEP. The Officer is supported by an administrator, an accountant and DTO
Social Mobilisers in the field. There is no involvement of DTO in this programme as there is no
technical input in KEP projects (see below). As in Jumla, administrative records for KEP are well
kept at the DDC level.

28 District Education Office, District Agriculture Office, District Veterinary Office, District Forest Office,
District Women Development Office, and District Small Cottage and Handicraft Industries Office,
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Communication about KEP and other matters is through VDC secretaries who frequently visit
the district headquarters. VDC officials are required to hold public meetings for generating KEP
project proposals as in Jumla. The DDC also uses mass communication media such as FM radio
and announcements through the printed press to publicise the programme.

According to DDC officials, VDC secretaries and representatives of NGOs, there were no barriers
against participation on the basis of caste, ethnicity or sex. In Ward 3 in Dandafaya where tech-
nical appraisals of projects were carried out, the users’ committee included a Dalit who actively
encourages participation of the Dalit community in the programme. Exclusion of employed
households and limiting employment to one per household were issues in Humla as well. The
issue is resolved in informal ways by including employed households in users’ groups and by
communal households splitting to register as smaller households.

At the VDC level, the Execution and Evaluation Committee (EEC) chaired by the VDC Secre-
tary manages KEP. Members of the EEC are representatives of locally active political parties,
a representative of WUPAP?, a representative of NGOs and a teacher. EEC is responsible for
preparing lists of unemployment households and submitting them to the DDC, collecting and
evaluating project proposals, recommending approval of projects by the EEC, monitoring project
activities, conducting public audits, recommending payment for completed works and preparing
annual progress reports for submitting to the DDC. At the VDC level, the approach appears ot
be more formal and structured than in Jumla possibly because access is more difficult in Humla
and therefore more autonomy is required at the VDC level.

As in Jumla, there are users’ committees or groups at community level leading the implementa-
tion of projects at the Ward level. They are responsible for signing agreements; implementing
projects, and reporting to the VDC EEC. The funds are transferred to the bank accounts of VDCs
who then make their own arrangements for paying the users’ groups. Users’ groups are normally
formed at the project proposal stage since they are the representatives of the local community
who discuss the options within the community and come up with project proposals.

When VDCs receive KEP funds, they make agreements with the relevant users’ groups under
which the groups undertake to implement projects. The payments are made by VDCs to users’
groups. The precise arrangements vary but typically, users’ groups inform participating households
of the daily wage rate, the total number of days of employment to be provided and therefore the
total pay they will receive. The wage rate which appears to have been applied to date in Humla
is NR 200 per day, though a higher wage rate is being proposed for 2009-10 because of the higher
market wage rate and living costs.

As in Jumla (see section 3.2.1), the one member per “unemployed” household rule raises some
issues though, as in Jumla, there is evidence of informal arrangements under which members
of “employed” households and more than one members of some households are permitted to
participate.

29 Typically a social mobiliser working under WUPAP is the representative and secretary to the committee.

30



Implementation of KEP: Institutional and management aspects

3.3.2 KEP funds and their allocation in Humla

Table 3.3 shows the KEP funds recorded as having been received by Humla DDC in the
three years, 2006-7 to 2008-9. As for Jumla, the allocations are based on information provided
to KRDU on the population and number of households in the first year of operation. The esti-
mate of allocation per head has been done in the same way as for Jumla in section 3.2. The total
number of unemployed households for the year 2007-8 was 7,525 out of a total of 8,191 (i.e. 92
per cent of all households in the district were designated as “unemployed”). The total allocations
show changes between the years but the number of days of employment per household the KEP
allocation makes provision for at NR 200 per day is relatively stable at 16 to 18. At the higher
wage rate of NR 250 per day which may be justified in Humla, the range is 13 to 14 days. Com-
parison of tables 3.1 and 3.3 shows that if the same wage rate is assumed for both the districts,
the number of days of employment offered is about the same in 2006-7 and 2007-8. It appears
that the allocation was too low in Jumla in the first year and hence the large increase in Jumla’s
allocation in 2007-8.

Table 3.3 KEP funds received by Humla DDC, 2006-7 to 2008-9

Year 2006-7 2007-8 2008-9
KEP funds (NR) 25,574,000 24,600,000 27,010,000
Allocation per unemployed household® (NR) 3399 3236 3542
No of days of work @ NR 200 per day 17 16 18
No of days of work @ NR 250 per day 14 13 14

Note (1): This calculation is based on the number of unemployed households for 2007-8. Administration cost
of 1 per cent for 2007-8 and 1.32 per cent for 2008-9 is deducted from the districts allocation of KEP
funds before calculating the allocation per head.

For the fiscal year 2008-9, the DDC received notification that MOF had authorised the disburse-
ment of KEP funds to the district on 14" December 2008 but formal authorisation of the allocation
of KEP funds which would enable the DDC to start spending from the budget came at the end
of February 2009, i.e. eight months into the financial year. The DDC received the entire alloca-
tion at the end of April 2009. The delivery of funds varies from year to year making it difficult to
plan. For example, in 2007-8, the funds were received in three instalments between December
2007 and April 2008.

The criterion for allocating funds to VDCs in Humla is the number of unemployed households
in a VDC. DDC level administration costs and a small budget for income generation and skills
development is deducted from the KEP funds received from MLD and the remainder is divided
by the total number of unemployed households. The allocation for each VDC is then the total
number of unemployed households in the VDC multiplied by the calculated allocation per
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household®. Table 3.4 shows the outcome of the allocation of KEP funds to VDCs based on the
number of unemployed households. As would be expected, the allocations per household are
uniform between the VDCs with the exception of three VDCs in Humla which failed to submit
their proposals to the DDC in time. The uniform per household distribution in Humla contrasts
sharply with the allocations in Jumla (Table 3.2). If the objective of KEP is social protection, the
Humla approach is an equitable way of distributing the funds and arguably preferable to the ap-
proach adopted in Jumla. The comparison between the approaches adopted in Jumla and Humla
and the outcomes are discussed in more detail in section 5.4 below.

For the fiscal year 2008-9, the DDC received the entire fund committed by the government on
30* April 2009. The DDC released 30% of the fund to all VDCs on 3 May 2009. The KEP board
has decided to use all funds allocated for infrastructure for this year in road construction.

Funds are transferred from the DDC to VDCs in instalments. The first instalment (approximately
30 per cent) is released once VDC projects are approved at the DDC level following recommen-
dation by the EEC to CMC. Subsequent instalments are released upon satisfactory progress and
recommendation of the VDC Execution and Evaluation Committee. For the final payment each
VDC has to produce three documents: (a) public audit report; (b) recommendation of the VDC
Coordination and Monitoring Committee, and (c) attendance sheet listing project participants.
The VDC also has to prepare an annual progress report on KEP projects and submit to the DDC
at the end of each fiscal year. This report is required for the VDC to receive the first instalment
for the next year.

Fund transfer from the VDC to the users’ committee is done at the request of the users’ committee
supported by a recommendation of the VDC Coordination and Monitoring Committee. Users’
groups are responsible for implementing the project and informing the participating households
of the daily wage rate, the total number of days of employment to be provided and therefore
the total pay they will receive. A variation on this model in which KEP funds were used as a
community contribution to the cost of a drinking water supply system, was found in one of the
VDCs in which the rapid technical appraisal was undertaken (see section 5).

At the VDC level, the process for gaining approval of proposed projects and obtaining KEP
funds from the DDC follows a number of steps. The process starts from the household survey
and compilation of lists of unemployed households. Members of unemployed households form
a a users’ committee in each Ward, identify the project to be implemented and submit project
details to the VDC. The VDC submits project details to the DDC in the prescribed format with
the recommendation of the EEC. There is no requirement to undertake a technical inspection or
prepare designs or estimates of inputs and costs for the approval of projects. Nor is there a need
to make any technical evaluation of the works for the payment of instalments. The 17 member
CMC approves projects and authorises payment if the request is accompanied by a public audit
report, recommendation of the EEC and an attendance sheet. The funds are transferred to the
bank accounts of the VDCs who then make their own arrangements for transferring them to
users’ committees which are typically responsible for implementing projects. Record keeping at
the VDC level is variable depending on the capacity of the VDC secretary and staff.

30 Checking the DDC records on the number of household against records at two VDCs shows that the
allocation at DDC level was based on dated information.
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2006-7 2007-8
No of ;
VDC vDC loved Allocation of Per Actual Per
no name l:]nemph°¥§ KEP funds unemployed KEP unemployed
ousenolas (equally household  expenditure  household
distributed)

Shreenagar 2,045,978 3,393 1,980,806 3,285
Rodikot 1,363,985 3,393 1,287,204 3,202
Simikot 1,230,255 3,389 1,162,302 3,202
Jair 1,089,151 3,393 1,027,842 3,202
Shyada 1,031,471 3,393 973,408 3,202
Raya 960,322 3,393 906,166 3,202
Madana 834,678 3,393 787,692 3,202
Limi 681,992 3,393 743,602 3,700
Khagal Gaun 678,600 3,393 640,400 3,202
Gothi 617,526 3,356 589,168 3,202
Mimi 570,023 3,393 537,936 3,202
Melchham 459,936 3,357 438,674 3,202
Baragaun 202,270 1,358 477,098 3,202
Total 7,572 24,549,294 3,242 24,582,670 3,247
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3.3.3 Technical support for KEP projects in Humla

The DDC has a pool of 19 technicians® capable of providing technical support for implementation
of KEP. Out of the 19, three are engineers. The rest are sub-engineers and asst. sub-engineers.
Since KEP is administered through WUPAP which also has engineers on its staff, there is suf-
ficient capacity to support and supervise KEP projects. Meetings with DTO and WUPAP staff
confirmed this. In spite of this capacity, there is no technical input in KEP projects in Humla.
The VDCs do not have their own technicians and technical support is not provided by the DDC
or DTO. It appears that in Humla some perceive KEP to be an unemployment benefit with little
emphasis on the asset creation objective.

Monitoring of project implementation is very limited both at the DDC and VDC levels. Payments
are made simply on the basis of submitted documents without inspection of projects. Neither
DDC nor VDC staff are fully aware of the actual work at site.

3.4 Comparison of districts and summary of main findings

This section brings together the main findings on the institutional and management aspects of

KEP investigated in Jumla and Humla. There are some similarities between the districts as well

as some sharp contrasts. The similarities are:

O good administrative record keeping at the DDC level;

O very similar procedures for preparing project proposals (but without designs and input and
cost estimates in Humla);

O no significant barriers against participation on the basis of caste or ethnicity;

O  concern about exclusion of members of unemployed households and one per household limit
on participation from large communal households, and

O  capacity limitations at the VDC level.

Two major differences are:
O  the basis of allocation of KEP funds to VDCs, and
O  complete lack of technical input in project design, implementation and monitoring.

In Jumla, there is an attempt to improve implementation by relating allocation of funds to per-
formance on preparation of project proposals and requiring estimates of quantities of work and
costs to accompany project proposals. The resulting allocation procedure leads to large varia-
tions in the allocation of KEP funds per household between VDCs and there are deficiencies in
technical implementation because VDC level technicians are not sufficiently well qualified and
junior and there is no support from the DTO. In Humla, there is no technical input at all, in spite
of there being some technical capacity at the district level but there is equitable distribution of
funds between VDCs.

31 DTO-11, WUPAP - 3, RCIW - 3, and DRILP (Decentralised Rural Infrastructure and Livelihoods Project)
-2
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A matter of concern is that both districts have declared their intention to use KEP funds for
road construction next year which should not be done without some technical input, good work
organisation and supervision and some non-labour inputs.

The timing of funds received by the districts and disbursed to VDCs is also an issue along with the
annual selection of projects only commencing when the annual implementation cycle starts. An
overriding concern with respect to effective implementation is the lack of local staff with techni-
cal and administrative skills. An attempt has been made to address this concern in section 6.
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4. Characteristics of beneficiaries and
assessment of impact of KEP on them

41 Characteristics of survey households

This section broadly follows the framework set out in Table 2.2 to examine the features of KEP as
a social protection scheme. It is mainly based on evidence from the household survey and FGDs
and reports on the implications of KEP for beneficiaries. The section starts with a brief sketch of
the characteristics of households and their means of livelihoods. No detailed analysis has been
done to relate KEP participation with household characteristics at this stage because of the very
high KEP participation rates by households in the sample. Table 4.1 shows that the average size
of households in the sample is 6.5. About 16 per cent of households have 10 or more members.
The larger households are typically communal households with the older parents living with one
or more of their adult sons and their wives and grandchildren. Household composition, especially
of larger households, is an important question for KEP since access to KEP employment is limited
to one person per household. Nine per cent of households are female headed.

Table4.1 Size of sample households

Size (number of persons) Frequency % Cumulative %
| or2 10 33 3.3
3to5 119 39.7 43.0
6to7 77 25.7 68.7
8to9 46 15.3 84.0

10 or more 48 16.0 100.0
Total 300 100.0

Table 4.2 shows the caste or ethnicity of households by district. The variations between districts
are because of differences in composition of the population between the locations where the sur-
veys were carried out. The variations are more marked at the VDC and Ward levels as would be
expected. It is worth noting that all Dalit, Janjati and “Others” households participated in KEP.
Virtually all households (99 per cent) own and/or cultivate land. Table 4.3 shows the approximate
size distribution of land cultivated which is often in more than one parcels. Majority of households
own or cultivate some upland and some lowland parcels and there is a small amount of renting
in and renting out of land. About 72 per cent of households cultivate 2 hectare or less and 92 per
cent less than 3 hectare. A variety of crops are grown but the most important are maize, rice,
wheat and millet which are typical crops for this part of the country. Most households owned
some livestock with over 85 per cent owning a small number of cows, over 40 per cent owning
chickens and well over a third owning buffalo and goats.
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Table4.2 Caste and ethnic breakdown of sample by district

Household caste / ethnicity

District Brahmin / Chhetri Janjati Dalit Others Total
Humla 82 6 12 0 100
Jumla 9l | 8 0 100
Kalikot 68 0 25 7 100
Total 241 7 45 7 300
% of total 80 2 I5 2 100

Questions on income and expenditure on households would have provided important insights
on household characteristics. However, such questions were excluded because the survey had
to be conducted over a short period of time and obtaining reliable income and expenditure data
is generally more difficult and requires more interview time and repeat visits. Instead of ques-
tions on income and expenditure, respondents were asked for some qualitative and subjective
indicators of living standard. These included questions on the construction material of the home,
ownership of certain assets and whether and for how long adults or children in the household
go hungry. The intention was to relate a household’s decision on participation in KEP to these
indicators. However, given the virtually universal participation in KEP (see section 4.3 below),
this appraisal was not feasible.

Table 4.3 Size distribution of farms of sample households

District
Humla Jumla Kalik Total % Cumulative %

Less than | ha 0 0 71 71 24.0 24.0

| to 2 ha 73 47 24 144 48.6 72.6

2 to 3 ha 19 38 0 57 19.3 91.9
3to4ha 5 6 0 I 3.7 95.6

4to 5 ha | 5 0 6 2.0 97.6

5to 6 ha 0 3 0 1.0 98.6
More than 7 ha | | 2 4 1.4

Total 99 100 97 296 100.0

Only 13 out of the 300 responding households indicated that they had sufficient food through-
out the year. Table 3.4 shows the responses to the question on the number of months for which
households do not have sufficient food. The table presents a very discouraging picture though
this evidence should be taken as a general indicator and precision should not be ascribed to it
given the subjective nature of the responses. There is however corroborating evidence from
World Bank (2006) on malnutrition in the Mid-western hills region of Nepal where 56.3 per
cent of children were found to be underweight, 54.2 per cent showing signs of stunted growth
and 9.3 per cent were “wasting”. There are also concerns for this part of Nepal because of high
food prices and food deficiency.
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Table44 Number of months in the year with insufficient food

District

Humla Jumla Kalik Total
| - 2 months 8 | 4 13
3 - 4 months 27 12 4 43
5 - 6 months 29 38 18 85
7 - 8 months 16 22 2| 59
9 - 10 months 12 22 43 77
Il - 12 months 0 0 10 10
Total 92 95 100 287

4.2 Access to KEP and participation

An essential requirement of public works programmes as social protection schemes is that there is
effective communication to ensure that its existence and method of participation are known to the
whole population and there are no barriers against participation by any sections of the qualifying
population. In a zone such as Karnali with very low population densities and difficult terrain and
communications, ensuring access to KEP for the whole population is likely to be challenging. The
arrangements for communicating with VDCs and communities within them and enabling their
participation were discussed in the previous section. In this section, we use evidence from the
household survey and FGDs to report on effectiveness of communication from the perspective
of the community. Table 4.5 shows that virtually all the households in the sample knew about
KEP. It appears that communication about the existence of KEP has been effective.

The July-November 2008 round of the World Food Programme (WFP) Vulnerability Analysis
Mapping (VAM) survey questionnaire included some questions on the awareness of and partici-
pation in KEP for the Karnali sample. In the WFP sample, 28 per cent of respondents had not
heard about the scheme. It is possible that our results may overstate knowledge about KEP in
the population because enumerators would have mentioned KEP when explaining the reason
for the interview. It is also likely that the programme has become better known since then. The
evidence in section 3 suggests that there have been increased efforts to publicise the programme
and the multiple methods of communicating and informing are likely to have reached all but
the remotest communities.

Table45 Had you heard of the Karnali Employment Programme?

Whether the respondent had heard of KEP

District Yes No All respondents
Humla 99 | 100

Jumla 100 0 100
Kalikot 99 | 100

Total 298 2 300
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As Table 4.6 shows, by far the three most important sources of information about KEP across the
districts are VDC officials, word of mouth and public media. These are broadly consistent with
the district level account that the main method of communication about KEP and other matters
with villages and communities is through VDC officials. In Jumla, there are regular monthly
meetings of VDC secretaries while in Humla VDC secretaries frequently visit the district head-
quarters. Those who do not learn about KEP directly from VDC secretaries hear about them
indirectly by word of mouth. Public media may also be the original source of information for
those who hear about KEP from word of mouth. The greater reliance on word of mouth than on
VDC officials in Humla may be because it is much more sparsely populated than the other two
districts. However, it is clear that the message about KEP has got through, meeting one of the
conditions for open access.

Table4.6 From which source did you hear about the programme?

Source of information about the programme

District VDC Government Political DDC/ Public Word of mouth  Total
official campaign campaign DAO media (friends/
(radio/ neighbours)
newspaper)
Humla 10 8 5 0 22 54 99
Jumla 54 0 5 0 18 23 100
Kalikot 44 2 0 | 21 31 99
Total 108 10 10 I 6l 108 298

Table 4.7 shows that providing paid employment and improving local facilities were perceived
to be the two most important objectives with a much greater emphasis on provision of paid
employment than improving facilities. A small proportion (about 7 per cent) see KEP as purely
a cash transfer programme with most of those with this perception being in Humla. Very few
see KEP as a skill development programme and most in the “Other” category are “Don’t knows”.
About 20 per cent of respondents indicated that they had acquired some skills while working
in the programme. Virtually all skill acquisition was claimed to be on the job without any
training.

Table 4.7 Perceptions of the main objective of KEP

What do you understand to be the main objectives of KEP

District Cash Providing Improving Skill Word of Total
transfer/ paid local development mouth
grant employment facilities (Friends/
neighbours)

Humla 16 53 15 2 13 99
Jumla 4 74 19 I 2 100
Kalikot | 52 45 2 0 100
Total 21 179 79 5 I5 299
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Table 4.8 shows the number of households from which at least one member attempted to partici-
pate and at least one participated. Clearly most of the households wished to participate and were
able to. This result is corroborated by the earlier WFP VAM survey. The reasons given by the
few households for not attempting to participate were the expected ones, “household members
too busy with other work” (2), “no need for extra income” (2) and “not worth trying because no
chance of participating” (1). The reasons for failed attempts to participate were “more difficult
for women to participate” (2) and “too few jobs for the persons wanting them” (1). While the
numbers failing to participate are small, the difficulty for women to participate, albeit for a very
small number of respondents, is a matter of concern especially in the context of low participa-
tion of women on KEP. Table 4.9 shows that, across the three districts, less than 25 per cent of
participants were women. This is especially a problem in Humla and Kalikot in which participa-
tion is below 20 per cent.

At least one household member attempted to participate

Humla

Kalikot

At least one household member participated

Humla

Kalikot

Note: There are some discrepancies in the table (e.g. more households appear to participate than attempted to
participate because of missing values.

District Total
S Humla o Jumla o Kailk
Male Number 78 59 85 222
% s @8 89 766
Female Number 19 35 14 68
-/
Total Number 97 94 99 290
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Unemployment and underemployment among the young is a major problem in Nepal. One pos-
sible benefit of KEP is that by providing short-term employment to the young, it might reduce
migration. Table 4.10 shows the age composition of participants and the age composition of the
whole sample (last column). The comparison shows that KEP employment is not particularly
pro-young. Evidence from FGDs suggests that the duration of employment is too short to induce
the young to participate in KEP as an alternative to migration or looking for other employment
opportunities. The one person per household restriction and lack of other employment opportuni-
ties may also explain why older persons from the household join KEP thus blocking participation
by the young. The one per household restriction could also be one possible reason for the low
proportion of women participating.

What do you understand to be the main objectives of KEP

Number

31 —40 Number

21.6 26.6 30.3 26.2

Number

13.4 20.2 15.2

Table 4.11 shows that the one person per household rule is largely followed. More than one person
per household participating may also be explained by the lack of clarity in defining a qualifying
household and a number of members of households sharing work on a project.

District Total

Jumla

Total

41




Appraisal of the Karnali Employment Programme
as a regional social protection scheme

In response to the question on whether the household would attempt to participate in KEP next
year, out of 288 valid responses, 282 (97.9 per cent) were positive. Given the respondents percep-
tions about the problems with KEP, delays in payment and discrepancies between agreed and
actual pay (see below) the willingness to participate in KEP indicates that the income provided
by KEP is clearly needed.

Table 412 Methods of participation in KEP and payment arrangements

Methods of participation Number %
Formation of a community group to propose a project to be done 291 933
by the group

Job offered for a given number of days on a project 20 6.4
Other (specify) I 0.3
Total 312 100.0
Basis of payment Number %
A lump sum payment for completing the whole project 306 98.1

after completion

Total 313 100.3

Table 4.13 shows the methods of participation and basis for payment which also have implications
for operational aspects. Formation of community groups is the dominant method of participation.
This is to be expected since formation of users’ groups and committees is the normal method for
proposing and undertaking community based projects and VDCs ask the communities to use this
mode for KEP. While this is an appropriate mode for small community based projects of direct
value to the participants, it may be less so for larger projects of wider importance. If district level
strategy is to focus more on roads, a purely community based model may not be appropriate. For
larger projects, work organisation could be through groups but much better technical supervision
and setting and checking of tasks and relating pay to performance would be required.

Table 4.13 Whether pay received on time and according to agreement

Whether pay received on time Pay according to the agreement
District Yes No Total Yes No Total
Humla 32 67 99 16 83 99
Jumla 2 10l 103 43 60 103
Kalikot 46 65 1 71 40 1
Total 80 233 313 128 163 291
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The dominant method of payment, a lump sum payment for completing the work, is also in keep-
ing with the dominant method of participation. Evidence from FGDs indicates that payment is
often in two instalments, the first after a specified number of days of attendance and the second
after completion. There are two important considerations here. The first is whether the full pay-
ment reaches the participating households. It is possible that the responses that payment is not
according to agreement (Table 4.13) and that the actual pay per day (imputed from participants’
responses on the number of days of work and payment received) is lower than the intended
wage rate could in part be attributed to this method of payment. The second concern is whether
there is adequate provision for checking that the work has been completed satisfactorily before
full payment is made. This is difficult to do for group work without adequate technical guidance
and supervision.

Table 4.13 shows that there are issues related to receiving payment on time and according to
agreement. Only about 26 per cent of respondents indicated that they were paid on time, though
the apparently very poor performance on timely payment in Jumla drags the overall performance
for the whole sample down. Further, over 40 per cent of delays were less than a month. About
56 per cent of payments are not according to agreement. Evidence from FGDs indicates that the
main issue is payment being lower than the agreed amount. However, it is necessary to qualify
this statement. There is lack of clarity in the relationship between the number of days of work
and the amount of pay. This is elaborated further below when discussing the number of days of
work and pay per day.

The notional wage rate for KEP employment has been NR 200 per day though in principle each
DDC can set its own wage rate®’. The more remote districts such as Humla are considering setting
a higher wage rate because of the higher cost of living and market wage rate in these districts.
The actual wage rate paid and the number of days of employment differ widely because of the
manner in which contracts are negotiated and the participants paid (see Tables 4.14 and 4.15).

Table4.14 Number of days of work per person on KEP in the last year

Districts
Number Humla Jumla Kalikot Total % of Cumulative
of days total %
| -50 | 0 | 0.3 0.3
6-10 74 13 31 118 37.7 38.0
Il -15 25 18 9 52 16.6 54.6
16 - 20 0 9 3 12 3.8 58.5
21 -25 0 12 62 74 23.6 82.1
26 - 30 0 38 | 39 12.5 94.6
31 +0 12 5 17 5.4
Total 99 103 11 313 100.0

32 Asnoted in the previous section, each districtshas a wage fixing committee.
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Table 415 Estimated pay per day of work on KEP in the last year

Districts

Daily pay Humla Jumla Kalikot Total % of Cumulative
total %

Below 50 0 58 6 64 204 204
51 -100 28 15 49 92 294 49.8
101 - 150 48 8 29 85 27.2 77.0
151 - 200 22 14 I 37 11.8 88.8
201 - 250 0 3 26 29 9.3 98.1
251 + I 5 0 6 1.9
Total 99 103 1 313 100.0

The reported mean number of days of work per person on KEP is 18 and the reported mean pay
per day is NR 111 implying mean pay per worker of about NR 2000. Since more than 95 per
cent of households have only one person participating, this is also a reasonable estimate of the
payment per household.

A word of caution on this conclusion is necessary. The technical appraisal of selected projects
indicated that there was often a discrepancy between the number of days of work indicated by
participants and the actual number of days of work recorded in official documents. There are
a number of possible reasons for this and the question will be considered in more detail in the
next section. With regard to the number of days of work reported, it is likely that the number of
full days of work has been over-reported by participants and therefore the effective wage rates
may have been higher.

Table 4.16 shows households’” use of income from KEP. The respondents could indicate more
than one uses. The last column shows the number of households’ use of income as per cent of the
total number of households responding. Since 297 households responded to this question, 252
households using at least some of this income to purchase food gives the 85 per cent of households
in the last column. Purchasing food clearly emerges as the most important use of income. Using
additional income to purchase food is a well recognised qualitative indicator of poverty, especially
when combined with the evidence on months of insufficient food (see Table 4.4). Kalikot has the
largest proportion (96 per cent) of households using some income for purchasing food. This is
consistent with the much higher incidence of food deficiency in Kalikot indicated in Table 4.4.

The next most important use is purchasing non-food items for the household (56 per cent of
households) with a sharp drop in percentages of households using income for inputs for farm
or business and paying debt. Meeting commitments for children’s schooling was the most im-
portant item in the “other” category. In general, the additional income is used for consumption
needs rather than items with longer term impact. This is at least partly because of the low living
standards of households. Another possible reason is that the actual amounts received from KEP
employment are low and perceived to be uncertain and therefore longer term commitments
based on them are avoided.
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Districts

Purchased more food

Purchased inputs for

With respect to targeting, a question of some importance is participants’ preferences with respect
to wage rates and number of days of work. Tables 4.17 and 4.18 respectively show the most
preferred and least preferred options between combinations of relatively high pay for a smaller
number of days and lower levels of pay for longer periods. The combinations have been chosen
so that the total earnings from lower wage rates and more days of employment are higher than
those with higher wage rates and fewer days of employment. Table 4.17 shows that the two most
favoured options are high wage rate for fewer days and low wage rate for a much larger number
of days, the latter amounting to higher total income from the employment. Arguably, this table
distinguishes between persons with higher opportunity cost of labour who prefer to work for a
shorter period of time and those with lower opportunity cost of labour who prefer to work for a
longer period of time at a lower wage.

Most preferred option

Humla Number
16.1 39.1 100.0
Kalikot Number 100
% 57.0 17.0 7.0 19.0 100.0
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Table 4.18 shows the least preferred option and Table 4.19 cross-tabulates the most preferred
and least preferred options. The least preferred options are again the highest pay per day and
the lowest pay per day. The cross-tabulation in Table 4.19 confirms the clear division between
those who prefer the high pay over a shorter period of time with the low pay being the least
preferred. For those who prefer the lower daily pay over a longer time, high pay for fewer days
is the least preferred options. The evidence suggests that there is scope for using the wage rate
for self-targeting if this is necessary. Before attempting such targeting, further work is required
to relate the daily wage preferences to the characteristics of households.

Most preferred option

Humla Number

39.5 44.2

100.0

Kalikot Number 100
100.0

17.0 48.0 17.0 18.0

Least preferred combinaiton

Most preferred combination

Daily pay Rs 150/30 days/
Total Rs 4500

56 6 9 0 71

Daily pay Rs 80/85 days/
Total Rs 6400
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KEP is an intervention in the labour market and therefore to obtain a broad understanding of
the local labour market conditions, some labour force survey type questions were included. One
of the questions inquired about th