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Reviewing the Status of Minimum Wages and Social Protection in Nepal

1. Labour in the Formal and Informal Sector

Total Population of Nepal is estimated to be 29.3 millions based on the actual 26.6 millions as
revealed by 2011 Census. It is 0.44 % of the world population which means 1 person in every 229
people is a resident of Nepal. If we consider people aged 15 and above into labour force, total
labour force of Nepal is 17,052, 557, in short to say 17 millions (WB, Trading Economics, website).

According to National Population Census 2011, the annual growth rate of population is 1.35
percent. The preliminary estimate of GDP per capita at current price stands at NRs. 103335 (USS$
1004) for fiscal year 2017/18. Growth rate of GDP at basic price is estimated at 5.89% for
2017/18. About one fourth of the population (25.16%) lives below poverty line as indicated by
Nepal Living Standards Survey 2010/11 and Gini coefficient, which indicates inequality in
consumption expenditure stands at 0.328.(CBS, website)

Every month, the working age population in Nepal increases by 35,000 and Nepal must create
286.000 jobs every year to maintain the employment for working age people (WB, Jobless
Growth? 2017). Nepal has now managed to recover after damaging effects of earthquake and
wild trade blockade during which the growth rate came down to an unexpected bottom of 0.7
percent. When the situation came under control, a fast recovery became possible with a high
rate of 7.5 in 2017. However WB analyses that growth will be slow to a 4.6 percent in 2018 due
to heaviest floods in decades combined with slow recovery of exports and slowdown in
remittances.

The Economic Survey of MoF exposes that 512,000 youths entered last year in the working age,
most of them feel compulsion to go in foreign employment due to lack of jobs within the country.
ILO labour updates of Nepal reveal the fact that 63.7 percent of Nepali population is young out
of a 26.5 million population recorded on 2011 Census. But unfortunately the unemployment rate
of the young workers aged 15-29 is at 19 %, compared to 2.7 % for the whole population (ILO
Labour Updates of Nepal, 2017).

Thus major challenge related to employment for young people is to stay in low productivity
underpaid almost starving informal economy or to move for foreign employment by selling or
mortgaging the last alternate assets mainly land. As overwhelming majority of working age
population cannot be an entrepreneur to create productive self-employment position in the
product and labour market, most of the young workers think from the very beginning of their
working age to go abroad.

Coverage of employment in the formal sector is too small and informal sectors have to absorb
ever-increasing supply of labour. Hence the volume of underemployment is always very high in
Nepali economy which is reflected in population Census and sample surveys of central Bureau of
Statistics. (Table 1)

More or less the same tendencies of unemployment and underemployment are ongoing in Nepal.
Open unemployment looks declined but is just an illusion caused by the increased outflow of
young workers. Unemployment rate as such is 2.7% at the end of 2017. Labour force participation



rate is at 84.2% in 2017, it was highest at 86.2% in 1995 and lowest at 83% in 2008 while
comparing the 1990-2017 figures (www.ceicdata.com).

Table 1: Unemployment and Underemployment in Nepal

Unemployment Underemployment

1996 2004 2011 1996 2004 2011
Nepal 4.9 3.8 2.2 47.8 47.8 53.8
Male 5.6 3.9 3.2 - 40.2 46.1
Female 4.1 3.6 1.5 - 55.1 60.2
Urban 12.2 9.2 5.0 37.7 38.7 48.4
Rural 4.4 2.9 1.7 47.6 49.2 54.9
Poorest 6.6 4.0 1.4 - 48.4 57.3
Richest 4.3 6.3 3.7 - 45.4 47.5

Source: CBS, Census 2011 and sample Surveys.

Looking at the shares of employment in various sectors, Agriculture covers almost 74 %, while
manufacturing stands at 7% and the miscellaneous services at 19% (Annex 2, NLFS 2008).
However considering the fast changes during few recent years, the situation must have changed,
but still dominant coverage is of agriculture and flourishing position is of Service sectors,
manufacturing more or less in constant position. In a gender point of view, it is notable that out
of the total workers in agriculture males cover only 39.4% and the rest 60.6% is covered by female
workers. In manufacturing sector on the other hand males cover 60.7% of the total workforce
whereas females cover 39.3%. In service sectors, the gap is narrow with higher presence of males.
In the total workforce, female workers are 53% and the males 47% reflecting the impact of sex
ratio which stands at 94.6 (NLFS, 2008). It is also evident that males quickly transfer themselves
to the high paid and non-agricultural jobs whereas women remain in low paid or household
chores and informal economy. Therefore, the role of informal economy with agriculture and
home-based works is of high significance in Nepal. This reflects the low coverage of wage
employment, limited implementation of minimum wages and very little presence of formal social
protection system.

2. Minimum Wage and Social Protection

Though employment situation is not inspiring and outflow of young workers has become a
common phenomenon, Fast urbanization in Nepal is pushing economic activities towards a fast
track go ahead. Within a period of half of the recent decade, total number of municipalities has
become 293 from a total of 58 in function. Ultimately the urban population has crossed 50



percent from only 16 percent just in five years. In number, the urban population currently is
around 16.5 millions which was just 4.4 millions previously. There was only 1 Metropolitan city,
but now we have 6. Similarly there are now 11 sub metropolitan cities from previous number of
only 3. Naturally this proves the tremendous expansion of service sector.

Level of employment in manufacturing sector is more or less constant in spite of declining
farming-based agricultural population. It indicates that transfer of labour-force is towards service
sectors. During the past 10 years, the contribution of service sector in GDP of Nepal remained
51.7 % in an average, however considering the recent statistics of FY 2015/16, service sector
contribution has reached to 56% (Economic Survey 2015/16). Thus in comparison to Agriculture
and Manufacturing sectors of the economy, concentration of economic activities and potentials
of employment have become higher in services. The expansion of service sector means expansion
of wage employment. Naturally space of wages in GDP is going up and the volume of wages has
been increased manifold.

In FY 2015/16, increase in salary index by 18.9 percent and that of wage rate index by 13 percent
is a clear indication of the increased role of wages & salaries in the economy. The contribution of
remittance to reach 29.6 percent in GDP also signifies the increased share of wage-incomes in
the economy of Nepal (Economic Survey 2015/16). If we go into depth, the workforce which is
considered to be engaged as self-employed in agriculture, actually to a large extent works as
wage worker in Korea, Malyasia, Gulf Countries and several other destinations. Hence the wage
income remitted from foreign land is contributing significantly to the economy of Nepal. Thus
considering the fast increasing contribution of wages in Nepali economy, Emphasis to the
minimum wages, its mechanisms and implementation is necessary.

In our current realities, where informal social protection of traditional characters are vanishing
fast and modern protection system is slow in expanding to address the needs of the working
population, the minimum wage itself works as a minimum form of social protection. Hence the
significance of minimum wages is very high in our socio-economic environment. Minimum wage
fixation practice had been introduced in 1965, which is ongoing without interruption, however
there have been lot of changes in the political system. It is to be noted that even Constitution of
the country has been changed three times even if we do not mention the numerous
amendments. The latest and perhaps the best constitution for our country in federal democratic
frame is the present constitution issued in 2015 September. This new constitution guarantees
the minimum wage and social protection as fundamental rights of the workers.

2.1. The Basis for Minimum Wages and Wage Determination

The basis for Minimum Wage and wage determination can be underlined as follows:

* Time is the major determinant of wages and minimum wages, where wages are determined
as hourly, daily, weekly , monthly or based on any time-bond contract

* Cost of living or level of subsistence plays highly significant role to decide and maintain wages
and minimum wages, where wages are determined by considering basic needs of the workers
through the changes in price level visible in wholesale price index or Labour indices.



» Efficiency and productivity coincide with each other to decide and influence the wage level
in the country, where skill and productive capacity as well as dedication and will to work play
the significant role to determine wages.

* Equally important are the Sectoral and regional/geographical differences of practices which
dominate the fixation/revision of wages.

» Capacity to pay of the enterprises is always being paid high emphasis by the employers and
management and naturally it paves way for implementation and/or barricades the
implementation, hence consideration of capacity to pay should be undertaken seriously prior
to the fixation/revision of wages and minimum wages.

* Demand for and supply of product and Labour play inevitable role in market-based economy
whether it is liberal or coordinated and or social or socialist economy. As demand for labour
is a derived demand from the demand for product and supply of labour is dependent on
demographic factors, wages and minimum wages has their roots in depth of product market
and demographic changes also.

* Nature of political and economic system followed by policies and public policies of the state
are other influential factors in a broader frame of political economy.

* Trade unions and employers' organizations, their strength and expectations are dominant
factors which occassionally distort and disturb the functioning of market, where wages and
minimum wages have to face negotiations or confrontations pushing market aside.

* The wage scenario in Nepal reflects the interplay of all these factors, however the degree of
dominance of each of the factors varies to a larger extent.

BOX - 1 : Minimum Wage determination Bodies in few Asian Countries

Cambodia - labour Advisory Committee ( Tripartite)

China - China Entrepreneur Association and All China Federation of Trade Unions
(Bipartite)

India - Advisory Board and Committees (Bipartite)

Indonesia - National Wage Council, Province, District, Municipal wage councils (all
Tripartite)

Pakistan - Provincial Minimum Wage Boards (Bipartite)

Sri Lanka - Salary Committees (Tripartite), Wage Boards (separate Sectoral
organizations of workers and employers in Bipartite frame)

Vietnam - National Wage Council (Tripartite)

Nepal - Minimum wage Recommendation Committee under Central Labour

Advisory Committee (Tripartite)

(Source: wageindicator.org and Labour Act 2017)

2.2, Mechanisms of Minimum Wage determination

Minimum wage determination practices have been different in different countries, but those
various practices can be summarised under following three categories:




* By the Government on itself without involvement of any concerned stakeholders which can
be grouped under autocratic type of determination

* By the Government in consultation with social partners which can be grouped under
democratic type of determination

* By Tripartite decision of Government represented by the Ministry concerning Labour,
Representative organization/s of employers and Representative trade union organization/s
of workers, which is fully democratic and promoting/supportive of industrial democracy.

* By collective Bargaining between Trade unions and Employers' organizations in a bipartite
frame of discussions and negotiations which depends on bargaining strength rather than
other democratic considerations.

So far as Nepal is concerned, Minimum wages are reviewed in a tripartite frame. High level
Central Labour Advisory committee under the chairmanship of Labour minister functions as
supreme body under which Minimum wage recommendation committee is formed generally at
an interval of 2 years. Now a permanent MW committee is provisioned in the new Labour Act
based on the experiences of previous years. If the committee fails to recommend unanimously
and there are differences in opinions, government declares minimum wages on its own.

May 31, 1965
November 12, 1972

April 23, 1979

April 23, 1979
1990

July 27, 1992
March 30, 1993
1994

January 13, 2000
2007

Sep 18, 2008

(Source: Jyala, 2018)

BOX- 2: Chronology of MW in Nepal

Declaration of MW implemented for 1 dozen factories of the time
Introduction of 4 categories of MW and Implementation in 13
districts out of 75 districts excluding piece rate & contract workers
Implementation in all factories covered by the law of formal sector (
Nepal Factory & factory workers Act, 1959)

Daily minimum wage rate declared

Separate wage rates agreement for export oriented garment &
Carpet factories

Separate wage rates for Tea plantation workers lower than other
factory workers

Implementation in all workplaces where 10 or more workers work
together

Working Journalist Act declared separate Minimum wages for
journalists

Minimum wage declaration for Agricultural workers

Public Procurement Act and Regulation defined wage rates for
construction workers

Single national minimum wage declared by removing the four
categories of minimum wages




2.3. Current Situation of Minimum Wages and Lives of the Working People

The tradition of Minimum wage declaration started with membership of Nepal in ILO from 1965.
The increase in monetary wages has been significant at a glance. But in terms of real wages, the
increase is not sufficient for normal living. As a result, the issue of wage increase or minimum
wage has been extremely serious even in the formal sectors than other agenda in collective
bargaining. When we go through analysis of real wage situation, between 1965 -2016, the real
wage has increased by only 3% in such a long time of more than 50 years. However, if we look at
the situation after reinstatement of multiparty democracy and freedom to trade union activity
particularly from 1992, a markable increase in real wages is observed. During 1992-2016, with
interventions of trade unions in the labour market as legal social partner, real wages have
increased by 45%. But still it is too less to meet the basic needs of life for working families ( Jyala,
2018).

Recently revised minimum wages are significant in monetary terms as it reached Rs. 13,450 from
the previous 2016 MW of 9700 (Annex 1). However there is a tendency of going tight on Basic
wages and flexible on dearness allowance. Workers prefer cash-in-hand and employers based on
this weakness of workers & trade unions try to minimise the impact on additional liabilities
including social security expenses being created by basic wages. Hence basic wages are under the
pressure in Nepali labour market.

Table 2: Minimum wages, 2018

SECTOR Basis Basic Dearness Allowance Total
Manufacturing Monthly 8455 4995 13,450
Daily 325 192 517
Tea Plantation Monthly 6465 4312 10781
Daily 385
Agriculture Daily 517

(Source: Department of Labour)

If we look at the annual revenue and expenditure of households, insufficiency of minimum wages
seems more visible. Average Household expenditure per annum is NRs. 292, 312 as revealed by
the Household Expenditure Survey of CBS, which shows that NRs. 22,486 is the monthly
expenditure. But income of the bread winner of the household in the frame of the minimum
wage of unskilled private sector worker is NRs. 174,850 based on current monthly minimum
wage of 13, 450. Similarly in comparison, the income of the office assistant of civil service as the
lowest paid worker in public sector is NRs. 223, 990 based on monthly salary of NRs. 17,230. Thus
the income of the breadwinner is insufficient to meet the expenditure, which indicates towards
compulsion of Household members to go for supportive jobs for their normal livelihood.




If we assess the MW from calorie in-take point of view, almost the same conclusion can be
derived. As minimum calorie requirement is 2220, the estimated monthly expenditure on
minimum food items for this minimum calorie requirement is NRs. 14,786 (Gautam & Prasain,
2018). If the ratio of food and non-food items is assumed to be 7:3, expenditure on non food
items will be NRs. 6337. Thus monthly minimum income to meet this expenditure will be NRs.
21, 123. But current Minimum wage of private sector workers is NRs. 13,450 and that of low paid
office assistant of civil service or public sector is NRs. 17,230. Definitely the analysis demands for
Revision of minimum wages to lift it at a higher level to meet the minimum expenditures of the
households.

It is also notable that there were four categories of minimum wages from the very beginning,
which, after long debates from trade union side, could be eliminated to declare single national
minimum wage for manufacturing sector from 20009.

2.4. Insignificant Coverage of Social Protection

On the other hand the agenda of Social protection is also in a weak position up to now. Out of
the total workforce of 17 millions in Nepal, a total of merely 405,000 workers are under some
sort of formal social protection, which means 0.024 percent are under one or more formal
protection cover. Even in this insignificant number, majority is from arm force, police force,
armed police and civil service plus public enterprises. The total number covered by these 4
government based employees is 265,000, whereas those under private sector with some sort of
formal protection coverage are merely 140,000 not mentionable insignificant number in
percentage terms and invisible if tried to map their position. In this numerical reality, coverage
of population of the informal economy does not come into formal protection system.

However putting aside the numerical agenda, if we view schemes and contingencies being
addressed at present, following are in private sector:

* Maternity protection

*  Work injuries

» Disability, death and survivors' benefit

* Gratuity

* Provident fund

* Paid leave during sickness

* First aid and reliefs

But Public Sector Coverage of schemes and contingencies in addition to the above-mentioned
those in private sector are as follows:

* Strongin schemes and quality

* Pension without contribution

* Pension to the spouse

* Full coverage of medical expenses

* Survivors benefit for 2 children



Schemes of Social Security Fund Basically cover the following at present:
* Medical expenses & Health protection

* Maternity Protection

* Accident and disability

* Survivors’ benefit

* Oldage — PF plus gratuity or PF plus Pension

Contribution and Allocation of accumulated fund has been designed as follows:
* Contribution 11% from workers & 20 % from employers
* Allocation

28.33% in Oldage schemes

1.4% in Accident & Disability

0.7% in Health & Medicare

0.27 in Survivors Benefit

Thus many arrangements and provisions are in new set-up, where we have to wait for outcomes
in future.

3. Status of Labour Rights in the Country

Labour and trade union rights in Nepal are now addressed to a satisfactory level by the laws and
constitution. However, the status of implementation still needs high attention from all three
social partners, mainly by the government.

Workers in public sector mainly civil service and public enterprises are in privileged position and
have been exercising the rights given by the constitution and various related laws & regulations.
But the situation in private sector and informal economy is quite different. Hire and fire is
regulated by law to a larger extent in the formal segment of private sector with more job security,
but informal economy is fully dominated by employers and small employers are more
suppressive in terms of labour right. Particularly agricultural, home-based workers, domestic
workers and street vendors, though addressed by Labour Act 2017, are not enjoying labour rights
in the real sense in spite of the presence of their own sectoral trade unions.

In the absence of Labour Inspection mechanism and weak labour administration in terms of
coverage, labour right situation needs more dedicated efforts for improvement.

3.1. Policies and Laws related to Minimum Wage and Social Protection

Labour Act 2017 as the new edition with several revisions of the former law of 1992 ensures
review of MW in every 2 years. For the purpose government forms a permanent tripartite
committee. In every 2 years in Mid April (Ist day of Baisakh) , the review will start and new MW
will be implemented from mid July (from Ist day of Shrawan). Labour Act 2017 through Article
34(2) ensures that minimum wages must not be less than what this law guarantees. In addition,
Article 34(3) gives the provision if the workers have been getting more than the minimum fixed



by the law, it cannot be reduced or deducted. Similarly Article 163(2) ensures compensation to
the workers if s/he is given less or reduced/deducted the wages/benefits against the provisions
of this law. The concerned worker will be entitled to get the reduced/deducted amount plus
doubled compensation in this regard.

Additionally, important is the coverage of Labour Act 2017 from domestic workers to entire informal and
formal sectors. Labour Act 2017 has been declared as the basic law, hence no contract against the
provision of this law can be signed. No employment contract below the terms and conditions of this law
can be signed as the law is declared as to ensure minimum standards. Employment structure has been
classified into Casual, Part-time, Task-based and Regular, however there should be no discrimination in
wages and facilities. From the very day of entry to the job, every worker ranging from trainee to part-
timer is entitled to get basic social security including PF, gratuities, accident benefits, and medicare. As a
social security assurance, Provision of Compulsory Insurance of Minimum NRs. 700,000 as
Accidental insurance and NRs. 100,000 as medical insurance is also a new arrangement in the
labour Act.Outsourcing has been considered with special emphasis where Principal employer will be
responsible if the supplying company doesnot have license. Former factory inspection system has been
extended into Labour Inspection system and a new concept of Labour audit at local level has been
introduced.

BOX 3: Minimum wage & Social Security in Constitution of Nepal
Under Fundamental rights

Article 18(4) Guarantee of no gender discrimination on remuneration and social security for
equal work

Article 34(2) Right to fair wages, benefits and social security to every worker

Article 43(1) Right to social security based on law to poor, disabled, helpless single woman,
children, and citizens of declining social groups

Under Directive Principles and Policies of the State

Article 51 (2) Guarantee of social security with assurance of basic rights to every worker based
on the concept of decent work

Under Annexure 9

Social security and poverty alleviation as the common area of work for the Federal, Province
and local governments

For civil service workers of the government, there is civil service Act and regulation which covers
their concerns. For public enterprises, there are separate regulations and Directives of terms &
conditions for employees covering wages, benefits and incentive earnings with social security
arrangements. There is no problem of minimum wages in public sector as they are enjoying higher
salaries above and over the national minimum wages. For working journalists, there is separate
law covering minimum wages which gives higher amount compared to other sectors.

10




For Social Protection there are several scattered provisions in different types of laws, most of
which are not considered effective. But major one is the Contributory Social Security Act 2017,
which has already been in implementation, however the benefits for the workers from this Act is
still in future days.

So far the implementation is concerned, there are no policies and laws which function against the
guarantee of minimum wages and social protection as the constitution itself, laws, regulations
and collective bargaining practices have given provisions and paved ways for implementation. Still
in the absence of adequate mechanisms of monitoring and evaluation, degree of implementation
is always questionable.

3.2. International Conventions on Minimum Wage and Social Protection

Among the ILO core Conventions, the Fundamental conventions, which are to be respected by ILO
state Members even if they do not ratify, Nepal has ratified 7 and one concerning Freedom of
Association C87 is still not ratified. Efforts from trade unions have not been successful to convince
the government to ratify this convention, mainly because of the fact that government is in illusion
about the freedom of association to the government employees. Other Fundamental conventions
ratified are as follows:

a) Concerning Right to Organize and Collective Bargain C 98

b) Concerning Forced Labour Elimination C 29 and C 105

c) Concerning Child Labour Elimination C 138 and C 182

d) Concerning Discrimination C 100 and C 111

In addition to fundamental conventions, other ratified are as follows:
a) Concerning Minimum wage fixation C 131

b) Concerning Tripartite consultations C 144

c¢) Concerning Weekly Rest C 14

d) Concerning Rights of Indigenous & Tribal people C 169

Despite the ratification of several ILO Conventions and commitment of the Nepal Government
for International Labour Standards, it is unfortunate that the Convention 102 concerning Social
Security and Recommendation 202 are not ratified. Similarly, The Conventions 177 and 189
concerning victimised group of informal economy workers - the home-based and domestic
workers - are not ratified by the government.

3.3. Institutional Mechanism to Implement the Minimum Wage and Social Protection Services

Weak institutional mechanism based on 10 labour offices, one department of labour and Labour
ministry is definitely insufficient to fulfil the requirements for implementation in practice. The
character of employers to escape & delay the implementation as much as possible is a bitter
reality of our labour market. Strength of Workers organization is limited in central level, but local
level organizations are not much affirmative and strong to create a favourable situation for
workers.
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The Joint Trade Union Coordination Centre as the united platform of workers organizations
represents single position of trade unions in every major agenda of TUs, which is naturally the
high strength of workers in national and policy level. But union strength in local level is too weak
to create pressure for implementation of provisions and negotiations.

3.4. Nature of the Problems in relation to implementing the Minimum Wage Schemes

Gradually the trend of outsourcing is taking an upward moving position in recent decade
particularly from 2005. Various services including security, cleaning, driving automobiles,
accounting etc. are based on direct individual and company contracts not only in private sector,
but also in government & public services. It has created discrepancies in implementation of
minimum wages and provisions of social protection. For Instance, most of the security companies
which provide cleaners, drivers and guards in outsourcing to the factories and offices do not give
even minimum wages to the workers concerned, however they compel them to sign on higher
pay sheets for just show off to fulfil the legal necessities. Most of the security guards and
cleaners/sweepers and allied workers get lower than minimum wage of NRs. 13, 450 though their
pay-rolls if checked will show more than the minimum wage set by the government.

Another problem is the weak individual bargaining of the workers due to option less environment
with regard to livelihood caused by poverty and inequality.

4. Labour Movements for Minimum Wage/Social Protection and Labour Rights

Trade union movement in Nepal has gained strength in recent years, though it is young compared
to other South Asian countries. Trade unions came into existence early in 1946 after the
establishment of first batch of modern organized industries in the eve of and during Second world
war. The industries at that time were the outcome of joint efforts of Indian investors and few
feudal families of Nepal. Biratnagar and Birgunj were the first cities to develop as industrial cities
of Nepal. The capital city Kathmandu and the Kathmandu valley were the third one while looking
at from the point of view of industrial development.

Without stability of the political system and institutions and without opportunity to build labour
market institutions, Ban on political parties and organizatioms including trade unions came all of
a sudden in 1960 by the king of the time. In the absence of democratic institutions and open air
environment, development of labour market was heavily disturbed. The autocratic rule
continued up to 1990. During this period, the ILO membership, start of Minimum wage and
enactment of few labour laws including Factory & Factory Workers Act 1959, Bonus Act 1974,
Foreign Employment Act 1986 were major steps. However in the absence of trade union rights,
an alliance of state and employers dominated the labour market. Nepal Labour Organization
created by the autocratic state was just a show off for maintaining tripartite position in ILO.
Only after the successful movement for multiparty democracy in 1990, organizational freedom
could be achieved, which opened new avenues for labour market, too. In few years, significant
achievements were witnessed in labour right and industrial relation with two major labour laws
- Labour Act 1992 and Trade Union Act 1993.
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The confrontation between and among actors of labour market gradually took the path of
negotiations towards building up of a sound labour management relations. Unfortunately
political instability caused by violent conflict and ambitious palace, achievements were paralysed.
The result was the popular historical mass movement in April 2006, which resulted into Federal
Democratic Republic Nepal.

The struggles and unity among trade union centres of Nepal gave birth to JTUCC as a common
platform for single position on pertinent labour issues. On minimum wages, social protection and
labour legislation, single stand of workers organizations became possible. However, individual
efforts of particular national centres also continued in combination with united efforts. Now the
new Labour Act 2017 and Social Security Act 2017 have made new tracks with new hopes to the
working masses.

Thus Nepali Trade union Movement is a successful movement in struggles, pressures, lobbyings
and policy interventions with regards to labour laws, wages & minimum wages, working
conditions and social protection. Individually trade union centres and national unions have
developed their own protection schemes for their members also.

For example, Union initiative by GEFONT is significant in its Emergency Relief Fund, Disaster Relief
Fund, GEFONT Solidarity Fund, Women Social Assistance Fund and Separate initiatives of affiliate
federations mainly Transport & Construction sectors. Other trade union centres and federations
also have their own schemes. In addition to their own financed programmes, pressurizing and
lobbying have been highly significant - individually by GEFONT, NTUC, ANTUF and CoNEP. Joint
pressures & lobbying through ITUC-NAC and JTUCC proved to be highly significant. Major
outcomes in short are:

* Social Security Fund 2013

* Labour Act 2017

* Social security Act 20017

* Permanent structure for Minimum wage fixation

* Single national minimum wage in manufacturing sector

* Assurance of coverage of informal sectors by SSF

* Political representation of workers in various policy decision bodies

5. Challenges to be faced in Market and Society

5.1. Challenges Witnessed with regards to Minimum Wage Implementation

* Nepalilabour market has always witnessed the consideration of declared minimum wages by
employers and management as the maximum wages and salaries. This is attitudinal problem
from the very beginning of the tradition of minimum wages basically from 1965, which is in
continuation up to now. Similarly, same type of attitudinal problem is continuous in workers
side. Workers and trade unions consider the review of minimum wages as the across-the-
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board wage increases, which creates debate and hot debate in labour market every two year
when minimum wages are reviewed and revised by the tripartite committees.

* Secondly, monitoring and implementation problem has proved to be a giant challenge in the
labour market and economy. The coverage of labour administration is too little as human
resource and network of offices is insufficient to a large extent to meet the needs of the
labour market.

* A big question mark concerning labour inspection always dominates the discussion when we
indicate towards workers in informal economy. The implementation of legal provisions based
on constitution and labour laws in the informal economy is not supervised or inspected by
the labour offices as their capacity and manpower is insufficient even to cover the formal
sector. Altogether 10 labour offices how can cover the 1.2 million establishments and 3.4
million workers (Economic Census 2017/18). In such a situation , the workers not associated
to any establishment are always out of question of coverage by the concerned authorities
and administrative units.

* Lastly, how to address those self employed informal economy workers like home-based and
street vendors in a minimum wage frame or social protection frame who are everywhere in
the market visible informally but nowhere in the records of the market & invisible formally.
As they are not wage-based, How to ensure income equivalent to currently existing minimum
wages to them is one of pertinent question and challange to those who fight against poverty
and inequality.

* There is a threat also in one-sided emphasis on minimum wages. If unions are stronger
compared to employers' organization and labour market unrest is very high, tough bargaining
to increase minimum wages and strong collective bargaining above the national minimum
level will naturally push the product market to lower the labour intensity as much as possible.
Here in Nepali case though technology has not much higher labour displacement effect, but
replacement through cheap migrant labour in Indian borderside has been witnessed in major
industrial areas of Biratnagar, Birgunj, Bhairahawa, Kapilvastu, Nepalgunj and Dhangadhi.
This replacement effect is also caused by an intention to avoid potential costs of social
security by the private forms. Thus labour displacement effect is also one of the challenges
which should be considered in policy decisions. Thus the need is to prevent employers to go
into the excitement zone of Nepali labour displacement/replacement. A balanced approach
to kill the snake without breaking the stick will be necessary.

5.2. Challenges Concerning Social Protection

* We are passing through a Transitional phase of social protection in Nepal, where Joint
Family based, Caste-Ethnicity based, Religion based Traditional system is at an almost
end, but modern system of social protection is not yet established, how to shorten or
minimize this transition and ensure social protection for all irrespective of any
discrimination is an unavoidable question for state, civil society and trade unions as well
as employers in the product market.

* In spite of clearance in principle by the new regulation for social Social Security Fund,
Weak fiscal base of Social Security Fund with deposit of 1% from the wages/salaries of the
Pay-rolls can be witnessed.
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Poor long-term vision and no specific detailed plan or phasewise frame of the government
to ensure social protection and welfare system with a broad coverage of entire population
Schemes under Social Security Fund are not yet stabilized, though five schemes are
declared, where allocation of accumulated fund is based on hypothetical supposition with
weak actuarial calculations.

Deposit collection modality is in initial stage which has been limited to formal sector and
needs to be rooted to local level with increased coverage of informal sectors.

Benefit distribution mechanisms are not yet clear under the Social Security Fund and it
needs more shaping for easy understanding to the people and concerned beneficiaries
Fast changing labour market with increased Informalization, Automatization, which has
put pressure on demand for labour with Displacement effect causing shocks to bargaining
power of workers

Traditional Non-contributory Pension scheme of the government & Huge Liability created
by it has adverse effects on fiscal space for social protection and welfare programmes
Unexpected Budgetary Pressure by Disasters, which as big shocks easily suck funds
immediately without providing permanent solutions to the victimized households and
masses

Piecemeal and Ad Hoc Programmes based on demands put forth by various social
grouping and interest groups

5.3. Government and Fiscal Space on Social Protection

Based on ILO estimates and analysis, cost of social protection package as the percentage of GDP
may be a little higher compared to close neighborhood, but it is affordable if there is strong
political will in favour of working masses. This political will is visible in Nepal with the slogan of
the government Prosperous Nepal - Happy Nepali.

Table 3: Estimated Cost of Basic Social Protection Package (as % of GDP)

Country 2010 2015 2020 2025
Bangladesh 6.0 5.8 5.6 5.5
India 3.7 35 33 31
Nepal 7.2 7.7 7.9 8.1
Pakistan 3.9 4.1 4.2 4.4

Source: ILO, Can Low Income Countries Afford Basic Social Security? Social Security Department,

2008.

However current situation is dominated by budget deficits and fiscal deficits, which demands for

simple but effective tools & measures to be used with full determination as follows:

* Resources to a larger extent may be released from defense expenditure, admin expenses,

various inefficient payments of Ministries etc.
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* Tax base can be widened by modification of tax structure and through efficient mobilization
of tax administration

» Especial collection for Social Protection funds may be possible by levying nominal amount of
taxes in selected luxury items and Liquors & cigarettes

* More public borrowing may be raised with especial focus on social protection programmes

» Efforts for other supports to the needy individuals and households by extending rebates and
exemptions

6. Recommendations

Minimum wages and Collective Bargaining are the twins which need the milky cow of social
security. The Nexus of the three - Minimum wages, Collective bargaining and Social security as
far as we witness is inevitable to change the lives of the working people. As Minimum wages
ensure normal livelihood, effective collective bargaining is essential for assurance of decent work
to the working people in the country. On the other hand, social security/protection is inevitable
for decent life with quality and dignity.

The choice is between static wages with reduced labour cost for higher production and prosperity
or higher wages - higher productivity for higher production and prosperity. If we have to go
through a road of welfare to socialism and prosperity as designed by our Constitution, wage
based - employment based development strategy will be necessary instead of profit -based pro-
capitalist strategy. The development circle will move around Higher wages- higher productivity-
higher demand for labour-higher profit for enterprise.

Liberalism took a path of export-oriented profit based strategy, where higher production and
highly increased GDP was possible, but the returns were concentrated in few hands aggravating
more inequality for the working masses. Hence the need is to compel profit-based strategy to
compromise with wage-based development strategy.

Even if we go through a wage-based employment based development strategy, the agenda of
social protection, social assistance, social welfare and social security asks for attention to paid
basically on:

* Sustainability of the schemes and programmes

* Issue of monitoring and implementation for high effectiveness in favour of needy ones

* Location-based Municipality-based protection system so that working people at the

grassroots could be addressed directly without any middling agency or intermediaries.

* Free health camps at local level

* Focus at IE and precariousness

» Capacity building to deal with Post disaster adversities for rescue, relief and rehabilitation

Anyway, Our minimum wage system must be able to address the necessities of working families.

Determination of Minimum wages under a tripartite mechanism of discussion based on cost of
living as ongoing practice is to be continued. After Minimum Wage fixation, The existing system
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of collective bargaining for higher wages based on capacity to pay and productivity and for social
security benefits is viable and desirable. On the other hand industrial level and
regional/provincial level as well as local level considerations for higher wages above than the
national minimum wages are necessary to promote wage-led growth in the economy. Moreover,
a system of social protection as a multifold package of the currently introduced Social Security
Fund and additional social assistance & welfare programmes of the state should be promoted by
state, employers, unions and civil society.

From our traditions, children, old-aged persons, and those with disability are protected within
the institutions of family and community. There are informal organizations promoting the 'care-
friendly' practices in our society. There are social and religious organizations in the informal
sector to offer orphanage, child-care schemes, shelters for aged and disabled persons, housing
or shelter for destitute, victims of girl trafficking, and displaced people from conflict or disaster
and so on and so forth. With little support from the state and government, these set-ups can
better deliver their services and reduce the welfare burden of the government. Therefore
informal social protection systems in the society should be promoted and supported by the state
and relevant actors in order to cover the entire population as formal set-ups are insufficient. It is
obligatory for us as our new constitution and commitments of state are socialism oriented
through a path of welfare programmes.

6.1. Possible National Campaign influencing also Local Grassroots

In this analytical background and real status of policies, programmes and implementation of

Minimum wages and social protection, we can underline following Recommendation for SAAPE

in Nepal to engage with the national campaign which will have also regional significance:

* SAAPE to start interaction with Joint Trade Union Coordination Centre on the issue of
Minimum Wage and Social Protection

* SAAPE to conduct rapid assessment studies as a part of national campaign to explore areas
where Minimum wages are not provided to the workers

* SAAPE to design awareness campaign for MW n SP for selected areas of Informal economy

e SAAPE to assist the Asian Wage campaign of $50 plus for every worker which has become an
agenda of trade union movement & organizations of Nepal.

6.2. Possible Legal Action for Civil Society

* As right to work and right to social security has been the fundamental rights of the citizens,
Minimum 100 days employment with assurance of existing national minimum wage for every
unemployed worker can be demanded. Similarly, assurance of social security coverage to
every working individual or at least to one member of every household is an agenda to put
forth as demand. The federal government and local government are to be targeted for the
action. In addition, Provincial government are to be pressurised for necessary legislation in
order to ensure these provisions in the provinces.

» Similarly for local level representatives of local government in rural municipalities and
municipalities of different levels (Metropolis, sub-metropolis and smaller cities), provoking
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sensitivity is equally important, which needs series of well-designed interactive programmes
in local level.

6.3. Lobbying for Possible Policy Actions

* Lobbying for ILO convention 131 concerning MW determination and collective Bargaining.
In addition equally important is the campaign for ILO convention 102 and Recommendation
202 for social security.

* Lobbying with pressurising campaign for the assurance of MW to migrant workers in
destination countries and minimum possible social protection both in origin and destination
countries

* Broad based review of Public policies in favour of working masses with special focus on in
formal economy and precariousness

* Pressurising for labour inspection system in local level to issue expert licence for inspection
similar to that of auditing
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Annex 1: Monthly Minimum Wages in Manufacturing Sector (NRs.), 1965-2018

Year unskilled Semi skilled skilled Highly skilled Dearness Allowance for all
1965 110 137 206 209 None
1973 150 173 228 320 None
1979 200 230 290 390 50
1981 260 299 377 507 50
1984 325 365 452 598 50
1986 425 465 552 698 50
1988 562 582 690 873 50
1990 800 850 958 1141 50
1992 1000 1050 1160 1350 150
1994 1000 1050 1160 1350 450
1997 1300 1350 1460 1650 500
2000 1450 1500 1610 1800 666
2003 1700 1750 1860 2050 860
2006 2200 2250 2360 2550 1100
2009 3050 1550
2012 3550 2650
2014 5100 2900
2016 6205 3495
2018 8455 4995
Annex 2 : Minimum wages for Tea Plantation Workers (in NRs.), 1992-2018

Year Monthly Dearness Allowance Daily
1992 850 100 34
1994 850 300 40
1997 1105 333 50.50
2000 1338 400 62
2003 1638 400 74
2006 2660 None 95
2008 3052 for year 1 None 109 for year 1

3360 for year 2 120 for year 2
2011 4424 None 158
2014 6375 for year 1 None 228 for year 1

7075 for year 2 253 for year 2
2016 7572 None 285
2018 6464 4312 385

Annex 3 : Daily and Hourly Wages for Agricultural Workers (NRs.), 1997-2018

Year Daily Hourly
1997 60 7.50
2005 100 12.50
2007 150 18,75
2012 221 27.60
2018 517 64.60
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Annex 4: Sectoral Shares of Employment, 2008

Sectors Men & Women | Men Women
Agriculture 8,704,000 3,429,000 5,275,000
Mining and quarrying 27,000 19,000 8,000
Manufacturing 773,000 469,000 305,000
Electricity, gas and water 109,000 39,000 70,000
Construction 367,000 326,000 41,000
Trade, hotels and restaurants 889,000 541,000 348,000
Transport and communications 198,000 191,000 8,000
Finance, real estate and business services | 103,000 79,000 23,000
Public administration, education, health 471,000 331,000 14,0000
Other services 137,000 95,000 43,000
Total 11,778,000 5,519,000 6,261,000

Source: NLFS 2008

Annex 5: ILO Conventions Ratified by Nepal

Subject and/or right | Convention \ Ratification date
Fundamental Conventions

Right to Organise and Collective Bargaining, C 98, 1949 1996
Elimination of all forms of | C 29, 1930 2002
forced labour

C105 - Abolition of Forced Labour Convention, C 105, 1957 2007
Effective abolition of child | C 138,1973 1997
labour, Minimum age

Worst Forms of Child Labour Convention, C 182,1999 2002
Elimination of discrimination | C 100, 1951 1976
in employment, Equal

remuneration

Discrimination (Employment and Occupation) Convention, C | 1974
111, 1958

Other Conventions

Tripartism - Tripartite | C 144, 1976 1995
Consultation

Working time - Weekly Rest C14,1921 1977
Wages - Minimum Wage fixing | C 131, 1970 1974
Indigenous and Tribal People | C 169, 1989 2007

Source : website of Nepal Government
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