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Foreword

 Globally, the effects of  the ongoing COVID-19 pandemic has impacted close to 80% of  the workforce and 
workers active in the informal economy are reported to have been hit the hardest. Aligning with observed global trends, 
government mandated lockdown measures, travel restrictions enforced in response to the pandemic and fear of  the 
Covid-19 virus among the public has casted multilayered impacts on the Nepali economy as well. While the pandemic has 
generated a cloud of  uncertainty over the future of  Nepal’s socio-economic trajectory, it has also simultaneously shed 
light on the status of  its working people, which has urged policymakers to examine the existing policies associated with 
workers’ rights, labour laws, social protections and working conditions in their countries. 

 In Nepal, almost 62.2% of  the working population- i.e., more than 4.4 million Nepalese are involved in the 
informal sectors and even within the formal sectors, about 1.5 million workers are informally employed.1 Hence the issues 
of  informal workers today represent the issues of  more than six million Nepalis workers and their families. 

 As asserted by Centre for Social Change (CSC)’s previous report “Amid the Pandemic and Beyond: Status 
of  the Informal Workers of  Nepal” workers in the informal sectors are disproportionately vulnerable as compared to 
formal sector workers. However, a deeper analysis of  these vulnerabilities is required to identify the neediest groups and 
to develop effective and efficient policies and interventions. 

 Pursuing this vital issue, CSC is pleased to share this study report, “Under the Shadows of  Informality: 
A Vulnerability Assessment of  Informal Sector Workers of  Nepal”. This study is guided by interactions with 80 
informal workers employed in five sectors (street vending, domestic work, construction, transportation and agriculture) 
and 18 stakeholders and experts. 

 CSC would like to take this opportunity to thank its entire team for their diligent and timely contribution in 
research, design and publishing of  this report. Our special thanks to Ms. Gyanu Maya K.C., Mr. Deek Ghimire and Shuvam 
Rizal for the immense support during the research. We are also grateful for the many consultations and suggestions 
received along the way.  CSC is especially grateful to the workers, stakeholders and experts who have provided invaluable 
insights for the construct of  this report. 

 It is our hope that the result of  this report, as well as other pursuits by CSC on this agenda, will help initiate much-
needed discussions on issues faced by informal workers, support labor governance institutions and assist policymakers, 
practitioners, and other relevant stakeholders to protect the rights and wellbeing of  workers in the informal economy of  
Nepal.

Pawan Roy 

President

Centre for Social Change 
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Executive summary 
 A general understanding of  informal economy often referred as “shadow economy”2 suggests units and workers 
that are outside of  regulated economic activities and protected labor laws. Shaped by forces and mechanisms that are 
not only economic, but also social and institutional/structural, informal sectors often allow relatively easy access to job 
markets and provide a diverse range of  income generating opportunities for people who fail to meet the prerequisites of  
formal jobs. Workers who are involved in the informal sectors are typically characterized as “employed”, however their 
precarious entry to workforce, lack of  stable employer- employee relationships and evasion of  government regulations, 
particularly in absence of  social protections and government measures, make them critically vulnerable to negative 
effects of  emergencies, social and economic shocks and unpredictable crisis.

 The ongoing effects of  the COVID-19 pandemic is a recent illustration that has worsened their preexisting 
challenges and exposed the status of  their vulnerabilities. The urgency brought upon by the devastating impacts of  full/ 
partial lockdowns on their lives and livelihoods, increased need for their health and income security and severe lack of  
access to crisis relief  measures has further aggravated their already at-risk status. 

 This qualitative study was hence conducted to address this vital concern with a total of  98 people (80 informal 
workers and 18 experts and stakeholder) from five sectors affected by the COVID- 19 pandemic, to gain a deeper 
understanding of  their existing risks and vulnerabilities. The scope of  this research effort is relevant to extracting 
effective recommendations that can influence policies and interventions ensuring the wellbeing of  informal workers and 
their recovery from the pandemic-induced setbacks. In brief, this study attempts to fulfil following aims and objectives: 

•	 Provide a general overview of  the status of  informal workers in Nepal.

•	Examine the existing risks and vulnerabilities of  informal workers in five specific sectors: namely street vending, 
domestic work, construction, transportation, and construction.

•	Generate evidence-based recommendations to address the risks and reduce existing vulnerabilities of  the 
informal workers in Nepal. 

 The following is an overview of  the findings that brings forward major issues and discussions yielded by this 
study:

1. Informal workers are largely susceptible to shocks with limited ability to withstand the adverse impacts of  economic, 
occupational and societal and political stressors they are exposed to. Poor coping strategies and mechanisms to 
respond to risks are identified as major aggressors of  their already vulnerable status. Furthermore, the absence of  
safety nets and formal protective mechanisms to ensure their welfare and wellbeing, informal workers severely cause 
a lack of  security for themselves and their families. 

2. Majorly based on the study of  risks and its impacts on informal workers, the existing vulnerabilities  identified by 
this study are widely categorized as economic, occupational and social and political vulnerabilities. 

•	Economic vulnerabilities: Economic risks impact informal workers disproportionately as compared to formal 
sector workers, making them more vulnerable to negative effects of  disasters and unpredictable shocks 
and getting trapped into cycle of  poverty. Lack or informal sources of  savings, high indebtedness, low and 
fluctuating income, absence of  social security or minimum wage provisions, absence of  economic support, 
coping tools and adequate financial knowledge, majorly affect their economic status and recovery from 
economic setbacks. Programs and interventions targeted to strengthen their abilities to cope with economic 
risks is crucial to reduce economic vulnerabilities of  informal workers. 

•	Occupational vulnerabilities: Workers in the informal sector are extremely vulnerable to  threats instigated 
by the nature of  their occupation and measures to minimize them are close to non- existent.  Absence of  
employment contracts, precarious and often hazardous working conditions increases informal workers’ 
vulnerabilities to health inequalities, physical and mental stress, workplace injuries,  and even death. Emerging 
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debates on mandates of  OSH guidelines at workplaces including both physical and psychological welfare of  
workers have gathered some extent of  responsiveness. However, large scale dialogues, a deeper analysis of  
workers’ occupational vulnerabilities and effective and non-discriminatory health care and social protection 
schemes and policies are required to ensure workplace safety and overall wellbeing of  informal workers. 

•	 Social and Political vulnerabilities: Informal workers are largely susceptible to shocks and stressors with 
limited ability to withstand the adverse impacts of  societal and political stressors they are exposed to. In 
absence of  protective mechanisms to ensure their welfare and wellbeing, informal workers lack a sense of  
security from existing prejudices, discriminations and hostile treatment by the society and government 
authorities. They rather rely on informal organization of  groups, associations or individuals to obtain that 
sense of  security and share their grievances. Government interventions, Trade Unions, employers and relevant 
organizations must make consolidated efforts to increase their legal and civic awareness and capacities and 
participation in decision making processes at local and national level. 

3. While there are general vulnerabilities that all informal workers face across contexts, there are also sectoral 
vulnerabilities of  workers that are specific to their nature and sector of  employment. Often, more than one 
dimension is attached to informality. It thus shows that more than one person is simultaneously affected by it. 
In many instances, the risks faced by one informal worker concurrently affects the lives of  their families and 
acquaintances. Additionally, individuals involved in the informal sector are unlikely to face the exact same issues 
with the same levels of  intensities. Therefore, understanding the types as well as intensity of  vulnerabilities is 
also crucial in bringing sound labour policies and mechanisms that adopt a multifaceted approach to address their 
general as well as specific issues and bring effective solutions focused on their needs. 

4. Urban informal workers face high risks of  accommodation, high living costs, higher education fees for children, 
expenses for commute, lack of  public spaces for work, discrimination etc., increasing their vulnerabilities to 
emergencies and crisis. Rural informal workers on the other hand, mostly belonging to agriculture sectors and 
marginalized groups, stated a sense of  relief  that they owned their own living space no matter how small or 
‘shabby’ it was and did not have to worry about rent payments. They further reported, severe lack of  employment 
opportunities and high burden of  overwork and underpay. While the Government of  Nepal, Trade Unions, civil 
society organizations have made significant efforts in international labour migration processes in recent year, 
similar concerns are urgent to address the issues of  internal migrations as well.  This study therefore suggests a 
need to not only address the economic and social plights of  informal workers, but their patterns and  challenges 
associated with their spatial mobility.  

5. Applying an intersectional lens to the vulnerabilities faced by informal workers states that factors like age, gender, 
literacy levels, ethnicity, caste, financial status, digital literacy etc. play an integral role in generating and intensifying 
the impacts of  their vulnerabilities. For example, an elderly informal worker is more vulnerable than workers 
from other age groups and need urgent provisions of  social protections or a woman informal worker belonging 
to lower caste is exceedingly more vulnerable to workplace discrimination and exploitation and her protection 
and wellbeing calls for immediate actions. The  policy interventions therefore must recognize heterogeneity of  
informal workers and efforts must identify the neediest of  groups among informal workers. 

6. The existing government provisions and labour policies are applicable to all working citizens and are not specified 
to informal workers. Therefore, majority of  informal workers in Nepal are outside the protective labour framework, 
alienated from accessing formal forms of  social protection schemes. While formal sector workers are aware and 
capable of  benefitting from provisions like maternity benefits, workers’ compensations, health insurance, etc., 
informal workers are largely unaware and incapable of  utilizing such benefits to which they are rightfully entitled 
to. A prominent gap in policies and government interventions show exclusion of  informal workers from existing 
mechanisms and suggest an urgent need for social dialogues and policy reform to include informal workers in the 
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policy frameworks as well. . Interventions to include informal workers in the social protection schemes or provide 
accessible and adequate social security allowance programs to reach informal workers must be urgent agenda of  
the policymakers.

7. A large share of  women involved in the informal sector often share a disproportionate burden of  gender-
based wage gap, gender discrimination and harassment and unpaid labour as much of  their household activities 
are  arduous yet unaccounted for. Household contributions in addition to paid jobs that women fulfil are often 
considered as responsibilities of  women and are ‘expected’ by traditional societal norms. Even in workplaces, 
women face different physical, mental or social issues than men. Hence, adoption of  gender sensitivity and 
feminized perspectives are essential while developing policy measures.  In addition, many of  the pre- existing risks 
and vulnerabilities women were already facing are now worsened by the effects of  the ongoing pandemic. Added 
responsibilities of  familial health care during the pandemic, economic burden of  the family, isolation stimulated 
physical and mental challenges, lack of  legal or social support has had adverse effects on women. Therefore, 
women in particular are more vulnerable to crisis and emergencies than their male counterparts. Policies and 
implementation plan that focus on empowerment of  women and promoting inclusive growth is hence essential for 
their protection and wellbeing. 



INTRODUCTION
1
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Chapter 1. Introduction
1�1 Background 

 The informal economy is no longer a temporary phenomenon in Nepal. Its grasp is steadily expanding in the 
Nepali socio-economic sphere. The deprivation of  decent livelihood opportunities fostered by deepening poverty, high 
unemployment rate, illiteracy, disproportionate development benefits and generational occupation has radically pushed 
mass Nepalis into the informal economy, which is often exacerbated with multiple risks of  vulnerabilities. Today, almost 
62.2% of  Nepal’s working population- i.e., more than 4.4 million Nepalese are involved in the informal sectors and even 
within the formal sectors, about 1.5 million workers are informally employed.3 The issues of  informal workers today 
hence commemorates the wellbeing of   more than six million Nepali workers and their families. Already working in 
precarious conditions, deprived of  fundamental workers’ rights, in absence of  social security and an economic safety net, 
informal workers in Nepal now face an even greater threat of  being pushed to the deeper end of  poverty. 

 The effects of  ongoing COVID-19 pandemic represents a recent illustration that has exposed the real status and 
vulnerabilities of  workers active in the Nepali informal economy. How are their preexisting challenges worsened by the 
crisis, what are their existing vulnerabilities and at what intensities are they affected during and post-crisis period in the 
absence of  strong regulatory response mechanisms? These are some of  the major concerns that need larger discussions 
and debates in recent times. 

 Several efforts and approaches initiated by the Government of  Nepal, civil societies, media and Trade Unions 
on the matter had initially brought hope for recovery from the setbacks caused by the pandemic, but their endeavors 
were often blended or limited within the political discourse, botched fund-raising mechanisms and one-sided efforts. 
This emphasizes a greater need for collective efforts to prevent the existing risk factors, mitigate with strong adaptative 
mechanisms, and sustained regularization of  the informal economy. Acknowledging the necessity for joint actions, 
sustainable reforms in structural mechanisms and effective implementation of  policies could be a linking bridge to post-
pandemic recovery and to overcoming the existing vulnerabilities of  segmented informal workforce of  Nepal.

1.2 Definition of informal sector and vulnerability 

 The widely accepted definition, as coined by the International Labour Organizations (ILO), International 
Conference of  Labor Statisticians (ILOSTAT, 2018) and Central Bureau of  Statistics (CBS, 2018)  International 
Enterprises Act of  Nepal (Ministry of  Industry, Commerce and Supplies, 2020), World Health Organization Africa 
(WHO/EHA, 1998) and World Bank (WB, 2003), are presented below and used to define the key terminologies used in 
this study. 

Some key terminologies are listed as follows:

Informal Sector: A broad concept of  the informal sector includes unit engaged in the production of  goods and 
services with the primary objectives of  generating employment and incomes for the persons concerned. These 
units typically operate at a low level of  organization, with little or no division between labor and capital as factors 
of  production and on a small scale. This study also includes notions of  unpaid workers in family enterprises, casual 
wage employment, home-based worker or service providers and street vending as informal sector workers.

Formal Sector: Government or state-owned enterprises, national or international organizations, incorporated 
companies and establishments that are registered with relevant authorities. 

Informal Economy: All economic activities by workers and economic units that are in law or in practice and not 
covered or insufficiently covered by formal agreements. 
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Informal Employment: The total number of  informal jobs, whether carried out in formal sector enterprises, 
informal sector enterprises, or households, during a given reference period. 

Self-Employed Own Account Workers: Independent workers who design, produce and market their own 
products but cannot be considered to be running small business. 

Vulnerability: A state of  predisposition to suffer damage due to external events i.e., the poor one is predisposed to 
suffer damage when a hazardous event occurs.  Moreover, it is not as ex-ante, but as ex-post risk of  consumption 
poverty, malnutrition, low educational or health outcomes), by analyzing the coverage of  poor or vulnerable 
groups with adequate risk management instruments across the life cycle. 

1.3 Facts and figures

 The World Bank estimates that globally, the informal sector accounts for about a third of  Gross Domestic 
Product (GDP) and more than 70% of  employment (of  which self-employment is more than a half) in Emerging Market 
Developing Economies (EMDEs). In Nepal, as per the CBS national database, more than 62.2% of  the total work force-
i.e., around 4.4 million Nepalese are engaged in the informal sector. The report also shows a growing involvement of  
women (66.5%) in the informal employment in Nepal. However, women are reported to be devoid of  minimum wages, 
decent working conditions and any kind of  social protection coverages as compared to 59.7% of  male informal workers.

 

37.80%

62.20%

Formal Sector Informal Sector

 

59.70%

66.50%

Men Women

Figure II: Men and Women’s Employment share (%)Figure I: Employment share by sector (%)

Source: Nepal Labour Force Survey III, 2018, CBS
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1�4 Absence of recognition of mobile informal workforce

 Regarding the national data on informal workers, CBS only recognizes the informal economy by contribution 
to the GDP and measures it in terms of  establishment by industry and persons engaged but excludes unregistered 
establishments which are mobile in nature i.e., they keep on moving from one place to another without having fixed 
location to operate their activities (CBS, 2021). CBS also reports that the number of  “Registered establishments” 
accounts for 50.1% of  the whole establishments whereas unregistered establishments account for 49.9% and are counted 
as informal enterprises. Around 74.20% of  share of  people engaged in the establishment are registered and 25.80% are 
not registered.

50.10%49.90%

Registered Not registered

 

 Is it important to state that CBS reports exclude domestic paid helpers (whether they work in one household or 
in several households), transportation drivers who undertake jobs for others on wages or salaries, individuals involved 
in different types of  jobs depending on the availability of  work e.g., street vending, transportation helpers in loading 
and unloading, helping a mason or a carpenter (construction workers) or individuals working without being associated 
with the national economic database system. This suggests that it is difficult to find out the exact number of  households 
and individuals engaged in the informal economy, especially in sectors like agriculture, street vending, construction, 
transportation, and domestic work where incoming generating activities are vast and mobile. Livelihoods in these sectors 
have now been disproportionately and devastatingly affected by the pandemic-induced strict lock down measures. 4 Hence, 
there is an urgent need to understand their status and existing challenges. 

1�5 Aims and Objectives

 This study is considered as a response to the gaps identified by the preliminary study conducted by CSC 
titled “Amid the Pandemic and Beyond: Status of  Informal Workers in Nepal”.5 A major concern raised by the study 
suggested the inability of  labor policies and mechanisms to reach the neediest of  informal workers mainly due to lack of  
understanding of  their existing risks and vulnerabilities. Hence, addressing this vital concern, this study was conducted 
to fulfil following aims and objectives: 

•	 Provide general overview of  the status of  informal workers in Nepal.
•	Examine the existing risks and vulnerabilities of  informal workers in five specific sectors: street vending, 

domestic work, construction, transportation and construction.
•	Generate evidence-based recommendations to address the risks and reduce existing vulnerabilities of  the 

informal workers in Nepal. 

4  (Prasain, 2021). Half  of  businesses in Nepal are in informal sector. Retrieved from The Kathmandu Post: Half  of  businesses in Nepal are in 
informal sector (kathmandupost.com)

5  Report published by Centre for Social Change can be accessed from: Amid the Pandemic and Beyond: Status of  Informal Workers in Nepal 
– CSC (socialchange.org.np)

    Figure III: Share of  number of  establishments by 
registration

Figure IV: Share of  number of  persons engaged 
by registration

74.20%

25.80%

Registered Not registered

Source: Analytical Report Informal Sector 2018, CBS

https://kathmandupost.com/money/2021/07/25/half-of-businesses-in-nepal-unregistered-unmonitored-untaxed
https://kathmandupost.com/money/2021/07/25/half-of-businesses-in-nepal-unregistered-unmonitored-untaxed
https://socialchange.org.np/publications/amid-the-pandemic-and-beyond-status-of-the-informal-workers-of-nepal/
https://socialchange.org.np/publications/amid-the-pandemic-and-beyond-status-of-the-informal-workers-of-nepal/


1.6 Significance and rationale of the study 

 The review of  existing literature reveals a loophole between the structural arrangement of  the government 
and actual necessities of  the informal workers. This has resulted in malfunction of  good governance practices and has 
increased the threshold of  risk factors strengthening the grasp of  informality in the Nepali economic sphere. In this 
regard, there is a greater need for further analysis to find out the existing vulnerabilities of  informal workers. These 
evidences can help to safeguard the rights of  informal workers and drive rights-based advocacy in policy reform processes. 
Henceforth, effective vulnerability assessment of  informal workers is crucial to better understand the conditions of  
informal workforce who are largely “invisible” to government and policy makers and to navigate the drawbacks of  policy 
responses in times of  crisis. 



METHODOLOGY
2
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Chapter 2. Methodology
2�1 Research framework

 This study follows a qualitative approach of  research. For the analysis, data was collected via primary source 
i.e.  Focused Group Discussions (FGD) with relevant targeted groups and Key Informant Interviews (KII) with target 
affected individuals followed by relevant stake holders and experts. Likewise, secondary data was conducted through 
latest available grey literature which especially highlights the present situation and status of  workforce in the informal 
sector in the global and national labour market and economy.

 The research assessment is conducted in four districts within Nepal, including Kathmandu, Lalitpur, Morang 
and Sunsari. These areas were selected for research studies to carry out a deeeper analysis on existing vulnerabilities of  
informal sector workers in different geographical variations and to identify observed variance in urban centric challenges 
faced by informal workers. 

 A total of  98 persons were chosen for the research study. Out of  which 80 were informal workers and rest 18 
were stakeholders and experts who were informal sector specific. Among the 80 respondents, 46 were female and 34 were 
men. Some of  the characteristics of  the sample size are given in the chart below: 

Figure V: Number of  persons interviewed by location Figure VI: Number of  persons interview by composition

 Although this study launched with intentions of  including equal participation of  male and female informal 
workers,  the dominance of  number of  males over females or vice versa according to the nature and sector of  occupation 
was evidently captured by the study. 

0
5

10
15
20
25
30

Inside Kathmandu
valley

Outside Kathmandu
Valley

30 30

10 10

Number of Persons in FGD

Number of persons in KII

80

18

Informal workers Stakeholders and experts

Figure VII: Number of  workers interviewed by gender Figure VIII: Number of  stakeholders 
interviewed by gender
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13
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M A L E  F E M A L E  



8

 As suggested by CSC’s previous report, workers in informal sector are disproportionately vulnerable as compared 
to formal sector workers. Furthermore, they may face specific challenges that are unique or specific to their nature 
and sector of  occupation. In this regard, this study focuses on five most affected sectors by the COVID-19 pandemic 
to understand general risks and vulnerabilities informal workers and examine their sector-specific vulnerabilities as 
well.  

2�2 Framework of analysis

 The purpose of  this qualitative study is to understand the disproportionate impact of  risks and vulnerabilities 
faced by the informal workers. Vulnerability at large is a vague concept. Ranging from economy to disasters to technology, 
its’ definition and understanding varies across disciplines and sectors. Nonetheless, vulnerability assessments in recent 
times are widely used to design guidelines, evaluations, policies programs.6 A review of  vulnerability assessment 
frameworks in general has specified use of  risks or stressors (that maybe single or multiple), for measurement of  
vulnerabilities. Emphasizing on the multidimensionality and intersectional effects of  vulnerabilities, this study has 
developed a framework that examines the vulnerabilities by viewing its sources, methods of  coping, its impacts and 
results. An overview of  a holistic framework of  the analysis developed by this study can be seen as below: 

 

6  Further explained in: Vulnerability Assessment Literature Review.pdf

Figure IX: Number of  workers interviewed by category of  informal sectors

0

5

10

15

Domestic Street Vendors Construction Transportation Agriculture

12 12 12 12 12

4 4 4 4 4
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 This research effort strongly asserts that tackling informality requires a deeper understanding of  the root 
causes that push or pull people to informal sectors. Previous studies show that, 7 entry to informal sectors increases 
the sources of  risks and shocks they face. Assessing these sources of  risks and response or coping strategies used can 
considerably affect the impact of  risks on the status and intensities of  their vulnerabilities. These vulnerabilities may 
be general (faced by informal workers in all sectors) or maybe higher in some sectors compared to others. Hence, this 
framework of  analysis is developed for the purpose of  to gain an in-depth understanding of  the vulnerabilities faced by 
informal workers and also aid policy interventions to acquire a vision of  the complex and multifaceted factors attached 
to informality.  

 

7  Report published by Centre for Social Change can be accessed from: Amid the Pandemic and Beyond: Status of  Informal Workers in Nepal 
– CSC (socialchange.org.np)

https://socialchange.org.np/publications/amid-the-pandemic-and-beyond-status-of-the-informal-workers-of-nepal/
https://socialchange.org.np/publications/amid-the-pandemic-and-beyond-status-of-the-informal-workers-of-nepal/
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Chapter 3. Findings
  Vulnerabilities of  informal workers are often multidimensional and multiple factors at different intensities 
affect their access to fundamental rights and basic services and status of  wellbeing. In-depth interactions with workers 
themselves, relevant stakeholders and experts of  the field have generated important insights on the subject. For the 
purpose of  this study, vulnerabilities of  informal workers have been viewed through the lens of  major risk factors that 
affect them in their everyday lives as well as in the long run. How do the risk factors affect their coping mechanisms? 
How do they create or intensify their vulnerabilities? These are some of  the questions that this study has attempted to 
incorporate. The vulnerabilities faced by informal workers in general drawn by this study are grouped under three main 
segments. Furthermore, vulnerabilities that are identified as specific to each sector are also described in the subsequent 
section. The following chart presents an overview of  the findings drawn from the study and an in-depth discussion on 
these findings are presented in the upcoming sections: 

VULNERABILITIES

ECONOMIC
VULNERABILITIES
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3�1 ECONOMIC VULNERABILITIES

 Previous studies emphasize that informal sector workers are twice as likely to belong to low-income households 
and are relatively more vulnerable to unforeseen shocks and crises as formal sector workers.8 Equipped with limited to 
no financial reserves, poor financial literacy9 levels and meager coping mechanisms, informal workers many times face 
disproportionate difficulties and lengthier times of  recovery during economic setbacks (Banerjee & Duflo, 2011). These 
setbacks have multidimensional impacts on the lives and livelihoods of  informal workers and their families. 

 Especially now that their circumstances are worsened and exposed by the devastating effects of  COVID-19 
pandemic, an in depth understanding of  the risk factors, its impacts and severity of  vulnerabilities induced by these 
factors become central to creating sound crisis measures. In this regard, this study attempts to primarily understand 
these economic risk factors and their impacts on the vulnerabilities of  informal workers by analyzing their existing 
knowledges and practices related to financial conducts and their response or coping strategies related to access and 
management of  savings, debt, income and assurance of  social security and minimum wage. Elaborated discussions on 
these aspects proceed as follows: 

3.1.1 Savings Behavior
  

“There is no sense of  savings for us. We earn today. We eat today. Many times, only one member earns in the family who 
faces a great deal of  pressure to manage day to day expenses. Forget about savings.”- Female construction worker 

 Majority of  the informal workers interviewed report that their income barely covered basic necessities 
and does not leave much for future savings. In cases when they have some amount to save, they do not use formal 
measures of  savings like banks. Mostly uneducated, informal workers acknowledge feelings of  intimidation posed by 
the terminologies, staffs and processes related to banking systems. They rather trust their families, friends, or small 
co- operatives moneywise. However, while these informal measures of  savings are convenient to adopt, they are often 
unreliable and unsafe, especially in cases of  emergency.

“I trust my friends and family because I know who they are, where they live. I can go and pound on their doors if  they run 
away with my money. Other times I just throw some cash under my bed mattress or inside my closet. Yes, there are risks 
involved. I have had one case where I’ve lost my money to my relative, but other times, its fairly safe.”  – Male long route 
transportation helper 

 It is also crucial to understand that savings for informal workers often entail pieces of  gold jewelry, farm 
animals, personal vehicles, or other forms of  assets rather than cash.

“Savings is not necessarily cash for us. It may be the gold dangling on the wife’s ears or around her neck. These are our 
savings too so that when times are bad, that piece of  jewelry can be our saving grace.”-Male construction worker  

 The study derives that low familiarity and access to measures of  banking systems majorly drive informal workers 
to use unreliable methods of  savings. These methods although convenient, can increase risks of  loss or inaccessibility to 
funds in events of  emergencies or urgent circumstances (Azumah, Balinto, Adzawla, & Osei , 2020). Furthermore, many 
of  the workers reported that they do not save at all simply because they do not earn enough. 

 Previous studies emphasize that savings or proper investments can significantly empower informal workers to 
develop better economic coping and recovery strategies and its lack on the other hand can push them further into poverty, 
making them more vulnerable to impacts of  financial crisis.10 Providing informal workers with adequate knowledge 
on financial management and increasing their capacities to use formal and dependable sources of  savings is therefore 
important to decrease their economic vulnerabilities. 

8  Significant discussions can be found in the 2019 report published by OECD/ ILO. For reference, see: Tackling Vulnerability in the Informal 
Economy | READ online (oecd-ilibrary.org)

9  The definition of  financial literacy as stated by Organization for Economic Co-operation and Development (OECD) and International 
Network on Financial Education (INFE) is, “a combination of  awareness, knowledge skill, attitude and behavior necessary to make sound financial 
decisions and ultimately achieve individual financial wellbeing.” Retrieved from: https://www.oecd.org/finance/financial-education/49319977.pdf

10  For more on the discussion, refer to: Household Saving and Labor Informality: The Case of  Chile | Publications (iadb.org)

https://www.oecd.org/finance/financial-education/49319977.pdf
https://publications.iadb.org/publications/english/document/Household-Saving-and-Labor-Informality-The-Case-of-Chile.pdf
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3.1.2 Debt management

  As drawn from preceding discussions, most of  the informal workers and their families severely lack financial 
reserves or dependable savings arrangement making them considerably vulnerable to impacts of  unforeseen crisis. In 
such cases of  crisis and emergencies, this study shows that informal workers’ habitual resolution is to take financial 
loans. Reiterating above mentioned factors like distrust and intimidation, they often take financial loans from informal 
sources like relatives, friends, and private money lenders, usually at high pay back interest rates under precarious terms 
and conditions. 

 Particularly, in recent circumstances, job loss, reduced working hours, reduced pay and instances of  wage theft 
induced by the impacts of  the ongoing COVID-19 pandemic have increased their indebtedness to multiple sources. The 
study derives that majority of  informal workers acquired loans that was used to pay for the accumulated sum of  monthly 
room or apartment rents, school fees for children and basic necessities like food and utilities.

“I was only starting to pay off  previous loans I had taken from my contractor when Covid hit. The first lockdown restrictions 
made life difficult for me, my wife and three kids. The loan that I took was barely enough for food and rent. Now, the second 
lockdown has brought more money problems. It’s like I can never come out of  this debt cycle.”- Male construction worker 

 During the course of  this study, high levels of  indebtedness were especially found among own account public 
transportation workers who had additional burden of  vehicle (Taxi or Tempo) loan installments. Even amid the 
restrictions in public vehicle operation during government enforced lockdowns, they continued to pay loan installments 
without any concessions from the bank, co-operatives, or money lenders.

“You’d think that people would have the heart to understand that an immobile vehicle cannot make money. We earn only 
when our vehicles are running. Government shut down all the public vehicles for months, but we were still forced to pay our 
installments without any discounts or aid.”– Female Safa Tempo driver  

 Stacking onto their already existing debts, many informal workers reported to have accumulated larger amounts 
of  financial debts after the COVID-19 pandemic hit. The study draws that, lack of  dependable sources of  income or 
savings, effective government support, financial risk management skills or tools contribute greatly to their inability pay 
back loans and add to high levels of  indebtedness.

3.1.3 Income instability

 It is argued that majority of  people enter informal economy not by choice but as a survival tactic.11 Particularly 
in cases of  developing nations with high levels of  poverty and unemployment rates, informal economy provides relatively 
easy access to income generating opportunities for people with low level of  education, skills and technological knowledge. 
However, these opportunities are often precarious in nature and offer low income security. Thus, low and fluctuating 
income has been recognized as one of  the major traits of  informal sectors. 

“When I got hired, my employer had said I’d get a pay raise every year. It’s been three years and she has not brought it up. 
I don’t want to upset her by bringing it up either. But occasionally, she gives me clothes, utensils, blankets, toys for my kids. 
They are mostly used, but normally in good conditions.”– Female domestic worker 

 The study observes that formal employment contracts between informal workers and their employers are close 
to non- existent. They are mostly hired on spoken terms and conditions. Hence without a legal recognition or registration 
of  their employment, informal workers severely lack assurance of  regular income, sense of  fair pay and reassurance of  
financial compensation in times of  crisis.

“I have not demanded yet for more pay. It is their land; it is their work I am doing. What they pay is not enough for me, but 
I don’t own this piece of  land or any piece of  land to stand up to them.”- Female agriculture worker  

 

11  For reference: Informal economy (Employment promotion) (ilo.org)

https://www.ilo.org/global/topics/employment-promotion/informal-economy/lang--en/index.htm
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 The study mainly derives that due to unstable and ambiguous nature of  their jobs, informal workers are largely 
unable to fulfil regular needs and expenses of  their families. Low and unsteady income also excludes them from securing 
formal measures of  loans or access fundamental rights and benefits which workers in general are entitled to. Inability to 
depend on a steady source of  income and financial comfort hence expose their economic vulnerabilities even further.

3.1.4 Minimum wage and social protection
 As of  2021, Government of  Nepal has ensured minimum wage of  NRs.15,000, an increment from previously set 
number of  NRs.13,450.12 The recently reformed Labour Act (2017) and Social Security Act (2018) have also taken strides 
in ensuring welfare and wellbeing of  both workers and employers. However, these reforms fundamentally target workers 
in the formal sector and has made little to no impact for informal sector workers. 

“I started back pain problems early on. Without insurance or aid from my employers, doctor’s care or hospital visit is not 
convenient for me. Money wise, I cannot worry about my health right now, I have other family needs to immediately take 
care of  with that money.”- Female domestic worker  

 As mentioned previously, informal workers are largely susceptible to negative effects of  crisis and economic 
shocks. Although they are reportedly at most risk, majority of  informal workers are excluded from social protection, 
healthcare and social security schemes and are paid lower than the minimum wage. Mostly unregistered and unregulated, 
informal workers and businesses are largely invisible to government frameworks of  social protection and safety nets. 
Although workers organized by Trade Unions are relatively aware of  their fundamental rights to social security, minimum 
wage and other workers’ benefits, negotiating those terms with employers still remains an issue at large. 

“I was able to understand about my rights from Trade Union membership. But if  you look at the job market, there are people 
who won’t hire us when we tell them about the minimum wage, working hours, holidays, etc. They just want the cheapest 
worker available.”- Female domestic worker 

Present study majorly highlights that, economic risks impact informal workers disproportionately as compared to formal 
sector workers, making them more vulnerable to negative effects of  economic crisis, disasters and unpredictable shocks. 
Economic burden of  fulfilling family’s needs, education, health and nutrition and even meeting the basic needs, can be 
burdensome for many informal workers who already belong to poor households. Pay cuts, reduced working hours, wage 
theft, indebtedness, lack or loss of  savings, job loss can thus have devasting effects in their lives and livelihoods especially 
in cases where the financial expenses and economic responsibilities of  the entire family falls on a single bread earner. 
Therefore, provision of  effective policies and programs providing strong financial knowledge, encouraging practices 
of  formal banking or dependable security systems, assuring minimum wage, regular income, welfare protections and 
representation can play an integral role in their mental and physical wellbeing and can tremendously aid in reducing their 
economic vulnerabilities.

3�2 OCCUPATIONAL VULNERABILITIES

 Previous studies suggest that, often working with low and unstable pay, with poor negotiating skills and 
bargaining power, informal workers face greater risks of  working in risky and hazardous conditions and occupational 
vulnerabilities than formal sector workers. Also, absence of  proper employment contracts or formal recognition as a 
working citizen, makes informal workers a difficult sector of  population to reach by government interventions. As a 
result, they are the most unlikely to enroll in healthcare, workers’ insurance or other protection schemes. Although 
national and international pledges ensuring access to affordable and appropriate health care are underway to address 
their exclusion13, challenges of  uninsured informal workers who continuously face workplace hazards remain at large. 
Following discussions thus analyze various occupational risks, its impacts and vulnerabilities faced by informal sector 
workers in their workplaces. 

12  Retrieved from: श्रमिकहरुको न्यूनतम पारिश्रमिक निर्धारण गरेको सूचना-2078-01-20.pdf  - Google Drive

13  As declared by Sustainable Development Goal 3: Ensure healthy lives and promote wellbeing for all at all ages. Refer to: Goal 3 | Department 
of  Economic and Social Affairs (un.org). Also refer to: Maeda A, Araujo E, Cashin C, Harris J, Ikegami N, Reich MR. Universal health coverage for 
inclusive and sustainable development. Washington, DC: World Bank; 2014.

https://drive.google.com/file/d/1bPunPvT6dCml-jOIYtOn5sEaregDeN7h/view
https://sdgs.un.org/goals/goal3
https://sdgs.un.org/goals/goal3
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3.2.1 Physical and mental health inequalities 

 A significant revelation derived from interactions with informal workers shows that, informal workers are highly 
exposed to extreme and harsh weather conditions excessive and unattainable work demands, unsanitary workplace, and 
discriminatory work environment, exposing them to physical and mental health problems.

“I am only in my 40’s but I feel like a 60-year-old woman. I have aged a lot faster than my friends of  same age. My hands 
used to be clean and beautiful, now I don’t even want to show them to anyone. My palms are cracked and look ugly now.”- 
Female domestic worker 

 In addition, informal workers are often prone to workplace injuries. Mostly uncovered by health insurance, 
unionization or any other form of  employment protection in such instances, they are largely exposed to greater risks of  
fatal injuries without financial reimbursement. 

“Few months ago, I was working in the field and some rice grains flew into my eyes. The sharp shells of  the rice grain 
grazed my eyes badly. I couldn’t open my eyes for days. You can still see how red my eye is. I told my employer and got a few 
days off  but no monetary compensation. I think that was the first time in two years that I was granted a leave. ”- Female 
agriculture worker 

 This study shows high mental stress among informal workers are mainly instigated by lack of  education and 
technological skills and knowhow and job insecurity, financial burden, inadequate allowance of  leaves or recess also add 
to their mental health. These issues are in general absent in cases of  formal jobs. The study additionally reveals that 
their already existing mental and physical health inequalities are further aggravated by the COVID-19 pandemic that has 
tremendously amplified their fear of  the uncertain future.

“I had no idea how I would feed my children the next day. I was at a point where I would do anything to put food on the 
table. My daughter finally sent me Rs. 2000. I made that last for more than a month. Covid really showed me lowest of  my 
days”. – Female domestic worker.

 Significant observations from the study emphasize that, the nature of  jobs that informal workers fulfil are 
integral to welfare of  society and communities, but their significance are poorly realized. Despite comprising majority 
of  the workforce in Nepal, the contributions of  informal workers remain to be well recognized by the society or the 
government. Major interventions raising awareness and initiating dialogues and discussion on their workplace induced 
physical and mental vulnerabilities is therefore necessary to ensure workplace safety and wellbeing of  informal workers.

3.2.2 Workplace injuries 

  The informal economy comprises a heterogenous group of  workers who largely belong to marginalized groups. 
They are often unorganized and work independently.14 In absence of  protection from formal measures as discussed already, 
informal workers are more likely to work in hazardous occupations with limited access to knowledge on prevention and 
management of  occupational hazards. 

 This study shows that unsafe and difficult working conditions are particularly apparent in cases of  informal 
workplaces, yet health and safety measures protecting workers from theses evident dangers lack severely. Limited 
attention is given to protection of  informal workers from risk factors related to nature of  their jobs.

“I am very scared of  working in tall buildings. I have a small baby. If  I fall from a height and break my bones, I don’t 
know what will happen to my baby. I try to request upfront with employers or my workmates to give me tasks at ground 
levels.”- Female construction worker 

 It is important to mention that majority of  informal workers interviewed during the study stated they had no 
health insurance coverage, but a few public transportation drivers reported they had accidental or life insurance.

14  Refer to: Health and Safety at the Workplace (Decent work for sustainable development (DW4SD) Resource Platform) (ilo.org)

https://www.ilo.org/global/topics/dw4sd/themes/osh/lang--en/index.htm
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“I have life insurance. We hear about our friends being in accidents all the time. I don’t care much about monthly health 
checkups or health insurance, but I want my family to be safe in worst case scenario.”- Male taxi driver 

 The study thus derives that, poor working conditions of  informal jobs and absence of  adequate health and 
social protection measures principally expose informal workers to extreme threats of  injuries, loss of  lives and as well 
as negatively impact the wellbeing of  their families. It is therefore important to generate immediate as well as long term 
measures are therefore to reduce occupational hazards and ensure safety of  informal workers.

3.2.3 Workplace sanitation 

 Through multiple interactions with informal workers in various sectors, the study has attempted to explore 
workplace related problems, hazards, practices and problem coping mechanisms. Thus far it has been established that, 
informal workers provide integral services to the communities, however, their health, safety and wellbeing is close to 
invisible to government regulations. Their working conditions are often unsafe and unsanitary, exposing them to greater 
chances of  contracting diseases and infections.

“Depending on seasons or time of  the day, flies and mosquitoes sometimes bother us, sometimes they don’t. Fruit peels and 
juices especially attract flies in the summer. We try our best to keep things clean but with dust and insects, it is difficult. ”- 
Male Street fruit vendor 

 Often exposed to open drains, air pollution, improper water or waste management systems, health and sanitation 
was scarcely emphasized at informal workplaces. Their jobs enforced them to work under unstable structures and lacked 
basic sanitary facilities like access to clean water or public restrooms. 

“I used to drive my tempo for long hours without drinking water. The public restrooms along my route are dirty. I drank 
less water, so that I didn’t have to use restrooms as much. But that soon resulted in kidney issues for me.”  – Female Safa 
tempo driver 

 The study derives that sanitation issues at informal workplaces have multilayered impacts on health and 
wellbeing of  informal workers. While workplace injuries and accidents are directly observable, issues of  underlying 
health conditions caused by long exposures to unsanitary work environment is a serious issue that needs to be urgently 
addressed. 

 However, the study observes that relevance of  sanitation at workplace in recent circumstances is amplified by 
the COVID-19 pandemic. Safety of  informal essential workers who continued to work amid the lockdown restrictions 
and fear of  COVID-19 virus transmission without safety gears or proper access to PCR testing or quarantine provisions 
raised bigger concerns of  health and sanitation at workplaces.

3.2.4 Workplace violence and harassment 

 A 2014 study 15 conducted in Banke and Bara districts of  Nepal reported that physical and verbal harassment 
at workplace are common but underreported experience for women in Nepal. Although larger debates and awareness in 
general on workplace violence and harassment has made significant strides in creating harassment and discrimination 
free working environment worldwide,16 workers (of  all genders) in the informal economy of  developing nations who are 
majorly unregistered and unprotected, face greater inabilities to place complaints, leave abusive workplaces or seek for 
justice. 

 In addition, factors such as social stigma, extreme economic vulnerability, fear of  retaliation, lack of  family 
support and overall lack of  awareness about relevant legal mechanisms, made then more vulnerable to workplace violence 
and harassment.

15  Access report: Women’s Insecurities and the Workplace in Nepal (ethz.ch)

16  Refer to: Sexual harassment in the informal economy: Farmworkers and domestic workers | Digital library: Publications | UN Women

https://www.files.ethz.ch/isn/177981/womens-insecurities-and-the-workplace-in-nepal-high-res.pdf
https://www.unwomen.org/en/digital-library/publications/2020/09/discussion-paper-sexual-harassment-in-the-informal-economy-farmworkers-and-domestic-workers
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“There are instances when male passengers insist on taking the front seat of  the tempo and sit too close. There was one time 
when I had to call a female traffic officer to make a passenger step down from the vehicle. I just did not feel safe at that 
time.”- Female Safa tempo driver 

 This study suggests that informal workers faced threats of  violence and harassment from regulatory bodies. 
For instance, street vendors and public transportation drivers reported to have frequent struggles with government 
authorities.

“Sometimes they kick and drop our baskets or just grab a handful of  stuff  and take it with them. We are trying to make 
a living. If  I can’t place a stall here then show me where I can. No need to use bad language or treat us the way they do.”- 
Male Street vendor

 Protecting the constitutional right of  every individual to work in a safe environment, the Sexual Harassment 
at Workplace Prevention Act, 201517 ensures safety of  all individuals at workplace in Nepal. The gender-neutral act 
highlights responsibility of  employers to create awareness and implement favorable complaint mechanisms to protect 
rights and wellbeing of  all workers. However, these mechanisms largely apply to formal sector workers and informal 
workers are predominantly excluded from the regulations. In efforts to end workplace violence and harassment in both 
sectors, ILO adopted ILO Violence and Harassment Convention (No.190)  and Recommendation (206)18. Despite such 
global efforts, informal workers in developing nations continue to be afflicted disproportionately as inequalities in the 
form of  caste, ethnicity, religion, gender are still prominently existent.

 This study shows that workers in the informal sector are extremely vulnerable to risks instigated by the nature 
of  their occupation and measures to minimize them are close to non- existent. A global approach to mitigating these 
issues has included adoption of  Occupational Safety and Health (OSH) standards, a multidisciplinary field related to 
safety, health and welfare of  workers at workplace. In the context of  Nepal, although the 2015 Constitution of  Nepal, 
Labour Act (2017), and Social Security Act (2018) provides fundamental grounds for ensuring safety and wellbeing of  
health and safety practices at workplaces, there are no exclusive legislation on OSH guidelines in Nepal. 

 In recent times, emerging debates on mandates of  OSH guidelines at workplaces including both physical and 
mental welfare of  workers have gathered some extent of  responsiveness. In most recent times, the threats of  pandemic 
are still existent and protection of  workers from Covid- 19 virus transmission is a matter of  utmost concern. Therefore, 
large scale dialogues, a deeper analysis of  workers’ occupational vulnerabilities and effective and non-discriminatory 
health care and social protection schemes and labour policies are required to ensure workplace safety and overall wellbeing 
of  informal workers. 

3�3 SOCIAL AND POLITICAL VULNERABILITIES

 Social and political vulnerabilities in a broad sense refers to multidimensional impacts of  multiple social and 
political risks and shocks on individuals and groups. In recent decades, an increased realization among international 
policy makers to deliver quality employment aligning with fundamental rights of  workers, in conditions of  freedom, 
equity, security and human dignity has led to significant dialogues on agenda of  decent work. 

 According to ILO, decent work involves job opportunities that provide fair pay, social and financial security at 
workplace, freedom to express their concerns, organize and participate in decisions that affect their lives and livelihoods.19 
In this regard, extending beyond economic growth, the Decent Work Agenda is an integral element of  the 2030 Agenda 
of  Sustainable Development Goals, Goal 8, incorporate productivity of  workers and their overall wellbeing in both 
formal and informal sectors. Now, the urgency brought upon by devastating impacts of  COVID-19 pandemic instigated 
full/ partial lockdowns call for increased need for their security and a multifaceted understanding of  their issues. Hence, 
the following discussions proceed to gain a better understanding of  their social and political vulnerabilities as derived by 
the study. 

17  For further details: Legislation-to-address-sexual-harassment-at-workplace-Nepal.pdf  (pakvoter.org)

18  For further details: Convention C190 - Violence and Harassment Convention, 2019 (No. 190) (ilo.org) and Recommendation R206 - Violence 
and Harassment Recommendation, 2019 (No. 206) (ilo.org)

19  Decent work and its four pillars- employment creation, social protection, rights at work and social dialogue are promoted by Goal 8 of  the 
2030 Agenda for Sustainable Development Goals. Refer to: Decent work (ilo.org)

https://pakvoter.org/wie/wp-content/uploads/2021/03/Legislation-to-address-sexual-harassment-at-workplace-Nepal.pdf
https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO::P12100_ILO_CODE:C190
https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO::P12100_ILO_CODE:R206
https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO::P12100_ILO_CODE:R206
https://www.ilo.org/global/topics/decent-work/lang--en/index.htm
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3.3.1 Dignity 

 This study suggests that not all workers in the informal sector are underprivileged and there are multiple 
vulnerabilities faced by formal sector workers as well. However, those involved in informal sectors face a higher risk 
of  falling into a vicious cycle of  poverty. 20 An already compromised status of  being unregistered and general public 
perceptions of  being “shady” or illegal, often distress their dignity and expose them to exploitation, manipulation and 
unfavorable and hostile treatment from society without power to negotiate, advocate or represent themselves. 

“It is because I am poor, I am treated poorly by my in-laws and landowner. My husband married me from India. I need 
citizenship card and a piece of  land to be respected”. - Female agriculture worker    

 It was gathered from the study that wide disparity between formal and informal workers is  also evident with 
informal workers receiving lower wage rate. This indicates that informal workers are often forced to take low paying 
jobs due to lack of  education, skills and poor negotiating power. Informal workers also reported of  times they were 
instinctively subjected to charity and were assumed to be needy.

“When we went around distributing Covid relief  during the first lockdown, there were some street vendors who got 
offended because we offered them relief. They said they were okay and did not need charity.”- Male Street vendor 

 This study attempts to highlight that understanding the root causes of  discrimination and underlying dynamics 
of  dignity of  informal workers is therefore necessary to bring effective interventions to reduce it. Upcoming efforts 
need to include strategies to preserve human rights as well as dignity of  informal workers. In this regard, interactions 
with stakeholders yielded a strong drive to develop mechanisms that formally register informal workers at local levels. 
Registration at local levels can help map mobility and skills of  informal workers.

3.3.2 Discrimination and stigma 

 With close to two billion workers worldwide involved in the informal economy today,21 informal sector has 
increasingly become one of  the crucial components of  Nepal’s national economic sphere as well. Additionally, workers 
in these sectors are working against greater odds and making significant contributions to communities and the economy. 
However, they are often stigmatized as “shady” or illegal since they frequently avoid government set standards. While in 
actuality, most of  them are simply trying to earn an honest living. 

 The study majorly suggests that discrimination and stigma against informal workers goes beyond workplaces to 
societal hostility. Mostly belonging to marginalized groups, informal workers were already subjected to discrimination 
in terms of  gender, caste, ethnicity and poverty and the nature of  their jobs makes them further vulnerable to social 
prejudices, exploitation, and inhumane treatment from society, employers and authoritative bodies.

“We work to make a living. Just like people in offices do. They have families to feed and so do we. Yet we are treated like 
untouchables whereas people working in offices are respected by the society. You can just hear the way customers talk to us. 
Like we are less than them.”  - Female street vendor 

 The issues of  discrimination are reported to have further worsened in the wake of  the Covid- 19 pandemic as 
informal sector workers were often unjustly perceived as carriers of  Corona virus. Due to this stigma, many were either 
suddenly let go from jobs or their working hours were significantly reduced without prior notice. 

“My employer just shooed me away and told me not to enter even from the main gate. She should have informed me not to 
come to work. Even I fear of  contracting the virus and transmitting it to my family.”- Female domestic worker. 

 Social stigma was already an instigator of  social exclusion and prejudices existing in the Nepali society. This 
study suggests that these instances are worsened by compromised, congested and unsanitary living and working 
situations of  informal workers. Additionally, their inabilities to properly protect themselves from the threats of  the 
ongoing pandemic has further amplified their social vulnerabilities. Therefore, serious efforts are necessary to primarily 
address the rudimentary drivers of  stigma and discriminations faced by informal workers. 
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3.3.3 Legal and civic awareness  

 Previous studies state that informal workers face exclusion mainly due to the laws that criminalize them and 
prevent them from the possibilities of  registering or paying taxes. For example, the Value Added Tax registration 
threshold in Nepal for individuals and business with an annual turnover of  NRs. 2 million or more.22 However, many 
workers in the informal sectors earn way below the threshold, allowing them voluntary option to pay value added taxes. 
Also, informal workers often pay considerable amounts of  national or local taxes in the form of  purchased goods, permit 
fees, rental fees, etc. but they are largely excluded from the benefits that tax paying citizens can claim. 

“In cases of  lockdowns, strikes or festivals, I have to purchase goods in higher prices. The profit margin is very little for me. 
I also pay to put my food stall in this location. It is public space, no one owns it, yet I pay weekly permit fees to the collector.”- 
Food stall vendor  

 The study draws that despite their contributions, informal workers are often not entitled to tax-funded social 
assistance. In such instances, informal workers must be made aware of  the existing policies and mechanisms that legally 
protect their wellbeing and ensure welfare they may be rightfully entitled to. 

“The local leader said he would a build a commercial building where we could place our market stalls. Sounds like a noble 
thing to do but it is actually so that they can earn rent from us. Also, first floor shop will earn more customers than the shops 
on the higher floor. Who will get the first-floor space and who will get the higher floors? Rather than all that hassle, we are 
okay with a proper, organized, open marketplace. But they barely consult us to know our needs and suggestions.”- Female 
Street vendor  

 The study also gathered that although legal awareness and interest and knowledge of  national level labour 
policies was low among informal workers, their civic awareness and engagement at local level is relatively high. They are 
more attentive to local level governance mechanisms, endeavors of  their local leaders and their voting rights. However, 
despite their interest, direct involvement in influencing public policies, political pursuits or decision making processes 
were relatively less.

3.3.4 Space to share grievances 

 According to ILO’s 2018 guidelines,23 grievances at workplace operation relate to addressing violation of  existing 
rights, from bullying, harassment, or discrimination to underpayment of  wages bonuses or other entitlements, refusal to 
grant rest periods, weekly rest days or holidays. As mentioned previously, workers are entitled to fundamental rights and 
benefits and grievance handling at workplace operation is an important element that affects workers’ productivity, health 
and wellbeing and lays a solid foundation for strong employer- employee relationship.

“I get upset when I am overworked or underpaid, but where can I go to complain? If  I complain, then I know my work 
orders will be canceled immediately. So, I just console myself  and move on”- Female Street vendor 

 Under the Labour Act (2017) of  Nepal, all categories of  workers working under small and medium 
enterprises24 are entitled to government provided support schemes. Beyond financial benefits, these support systems 
include technical trainings, consultations, advice, and information provisions etc. However formal measures of  grievance 
handling mechanisms that encourage safe exchange of  dialogues without any prejudices or disputes are not fully 
developed. While such is the cases in formal sectors, the study derives that, informal workers are completely excluded 
from the provisions.

“We had many past experiences where we did not get government or employer’s support when seriously needed. So now we 
have a taxi drivers’  association, we help each other out in times of  emergencies. We also have membership and good 
relationship with Trade Union, just in case we need help from them in emergencies.”- Male taxi driver  

22  Refer to: Taxation Details (nepal.gov.np)

23  Refer to: wcms_622209.pdf  (ilo.org)

24  As declared by Industrial Enterprise Act (2020), Small and medium sized enterprises comprise 10 to 200 workers

https://www.nepal.gov.np:8443/NationalPortal/view-page?id=94
https://www.ilo.org/wcmsp5/groups/public/---ed_protect/---protrav/---travail/documents/publication/wcms_622209.pdf
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 This study derives that, informal workers pursue individual strategies of  resistance to employers or informal 
measures of  collective organizing. They largely rely on validations of  solidarity with work colleagues and friends 
and families to share their workplace grievances and to seek for materialistic or emotional support. Few informal workers 
stated their memberships with Trade Unions make them relatively more aware of  their rights, yet they are not able to 
utilize their affiliation. In this regard, stakeholder interactions suggest that plans are underway to establish a Labour 
Desk to better assist workers in all local levels. However, it is important to note that although a few pilot ventures have 
already started, its’ success or failure is not determined yet. 

 Informal workers are largely susceptible to shocks with limited ability to withstand the adverse impacts of  
societal and political stressors they are exposed to. In absence of  protective mechanisms to ensure their welfare and 
wellbeing, informal workers lacked a sense of  security from existing prejudices, discriminations and hostile treatment 
by the society and government authorities. They rather relied on informal organization of  groups, associations or 
individuals to obtain that sense of  security and share their grievances. Their awareness in local governance also displayed 
their interest in local actors and local governance mechanisms however, their active participation or inclusion in decision 
making processes were inadequate.

 Thus far, the study has attempted to highlight the vulnerabilities generally faced by informal workers across all 
sectors. Proceeding further, the study now focuses on understanding sector specific vulnerabilities of  informal workers 
that are often overlooked by policymakers, government authorities and other stakeholders and attempts to derive concrete 
recommendations to reduce these existing vulnerabilities.

 Following an overview of  vulnerabilities that informal workers across all sectors face, the upcoming section now 
examines the sectoral vulnerabilities of  informal workers as derived from interactions with workers and stakeholders 
from the five sectors focused by this study: 

1. Street vending 

2. Domestic work 

3. Construction 

4. Transportation 

5. Agriculture 
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3�4 SECTOR SPECIFIC VULNERABILITIES

 This study majorly highlights that while economic, occupational and social and political vulnerabilities as 
described in previous section affect the lives of  informal workers at large, some vulnerabilities faced by workers are 
specific to sectors of  their informal occupation. On one hand there are general vulnerabilities that all informal workers 
ordinarily face and on the other, there exist sector specific vulnerabilities of  workers that are unique or specific to their 
nature and sector of  employment. Therefore, understanding the intensity of  vulnerabilities is also crucial in bringing 
sound labour policies and mechanisms that adopt a multifaceted approach to address their general as well as specific 
issues and bring effective solutions focused on their needs. 
 Following are some major discussions on such sectoral vulnerabilities identified by the study . These discussions 
aim to extract concrete recommendations that can contribute to building strong policy measures and mechanisms, to 
increase their crisis coping capacities and reduce their existing vulnerabilities. Most significant vulnerabilities faced by 
informal workers in the five sectors focused by the study are discussed as follows: 

•	 STREET VENDORS 

 A major issue that informal street vendors reported they face in their occupation is the problem of  safe and 
sanitary workplace. The security and productivity of  their livelihoods greatly depend on use of  public spaces for 
commercial purposes. Given the threats of  pollution, harsh weather and environmental challenges and an already scarce 
status of  public open spaces in urban vicinities of  Nepal, street vendors encounter  a constant struggle to attain public 
spaces that accommodate informal livelihood activities. In this regard, review of  the literature also suggests that public 
spaces are often controlled by dominant actors with power. Hence a constant conflict with regulatory bodies like the 
metropolitan police were majorly reported by the workers.

“Usually, the police show up in the evening and evacuate our stalls but sometimes they show up without warning. We run 
to safety inside nearby shops leaving our goods on the streets. They shoo us away, kick or mess up our goods and threaten us. 
All these years and not a single leader has looked into the world of  street vendors and thought of  managing a proper area 
for us to work.”  Male street vendor 

 Additionally, many urban development strategies focus on using open public spaces, sidewalks for pedestrian 
flow. However, these are also places where trades and transactions of  goods and services take place. These existing 
contrasts must be incorporated in the urban planning designs and development strategies.

•	 DOMESTIC WORKERS 

 Recent reports estimate that there are more than 250,000 domestic workers in Nepal (excluding Nepali migrant 
domestic workers). Most of  them are employed with multiple employers while some have live-in arrangements with 
single employers. From multiple interactions with informal domestic workers and relevant stakeholders, a major verdict 
the study draws is that informal domestic workers are largely susceptible to intense physical labour and exploitation 
mainly due to absence of  employer- employee contract. Due to lack of  legal agreement, employers often compensate 
salary payments with used goods, clothes, utensils, etc. Domestic workers are also inadequately offered holidays, recess 
breaks and proper lunch during work hours.

“I am hired to massage the baby twice a day. It is not feasible for me to go home and come back in the evening again. So, I 
stay at a nearby tea shop for few hours, eat something and comeback for the second massage. My job is actually to massage 
newborn babies and the mother, but it automatically includes making fire for the massage, washing dirty napkins and 
occasionally washing dishes. I don’t get paid extra for that.”- Female domestic worker

 It is significant to mention that the domestic workers interacted during the study were entirely women. The 
study asserts that men domestic workers are existent but fewer in numbers. This is mainly due to existing gender-based 
stereotype that women are more capable of  fulfilling household chores like cooking, cleaning, caregiving, etc. than men. 
Additionally, women domestic workers reported they had to perform same household chores in their own homes even 
after their working hours were over. Although a few stated their partners or children assisted them help with house 
chores, most of  them said they had to fulfil their household duties on their own before and after work hours. Domestic 
workers reported being overworked and underpaid in frequent instances and stated early symptoms of  extreme fatigue, 
joint pains, skin cracks, neck and back pains etc.
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•	 CONSTRUCTION WORKERS 

 The study draws that construction workers face grave issues of  physical vulnerabilities at workplace. Due to 
unsafe working conditions, exposure to dust and chemicals, lack of  safety guidelines and protective gears, construction 
workers of  Nepal are relatively more vulnerable to physical injuries, illness and even fatality as compared to other sectors.

“I am 70 years old now. When I started working in construction line, I started from Rs. 7 per day. Even for that little 
amount, I used to workday and night, to the point I couldn’t even sleep straight. My whole body would ache. My wife would 
massage me at bedtime, then I’d go to work early the next day with that aching body”- Male construction worker

 It is essential to mention that, amid the government mandated lockdown restrictions against COVID-19 pandemic, 
government of  Nepal had applied no constraints to construction projects. It had the potential to create opportunities 
for workers to endure their livelihoods. However, most of  the constructions workers faced dire difficulties to travel to 
workplaces. Many stated they walked for hours to reach work and the walk back home was equally challenging after a 
hard day’s labour. 

“During the lockdown, I accepted a job call at Lubu. Without any vehicles running, I had to walk back and forth, which I 
thought would not be a big deal. But give or take, it took me four hours to reach work and another four to come back. By the 
end of  the week, I had huge painful blisters on my feet. I remember those days now and god knows how I got the strength to 
survive those times.”  – Female construction worker

 Furthermore, instances of  fatigue and minor injuries were commonly experienced by construction workers, but 
these instances are mostly unreported. This signifies low awareness of  workers to right to safe and healthy workplace. 
Insightful interviews with relevant stakeholders yielded that Trade Unions’ efforts were underway to include workers in 
constructor sector into the social security systems. However, the arrangements are feeble and sporadic. 

•	 TRANSPORTATION WORKERS 

 The public transportation sector of  Nepal includes about 400,000 public vehicles and employees close to 1 million 
people including load carriers, ticket personnel, drivers, vehicle conductors and helpers. 25 In absence of  multinational or 
national level operators, close to 99 % of  public vehicles are operated under private sectors and 60 % of  the workers in 
the sector are self-employed. This suggests, self-employed or own account workers in the transportation workers are not 
entitled to monthly salaries and majorly depend on daily income. 

 The study also suggests that own account public transportation drivers face additional economic burden 
of  paying installments for their vehicles. Stating lack of  sensitivity from banks, co-operatives and the government, 
transportation workers reported that they were not granted any accommodating support or concession even when 
public vehicles were strictly prohibited to operate during the lockdown restrictions. This study emphasizes their already 
existing vulnerabilities are worsened by the compulsion to pay loan installments in absence of  income.

“What we do is important. If  we stop driving public vehicles for even one day, public lives will be unsettled. But we are not 
treated with that kind of  respect. Workers in other sectors get fixed salaries, holidays, sick leaves but we get none of  those 
privileges. Despite that, we are in the transportation sector because we want to be able to stand on our own feet, but the way 
government and public discriminate our jobs, it is really demotivating at times. ”- Male Safa tempo owner 

 The study also derives problems of  access to clean and safe restrooms designated for females. Since public 
vehicles are prohibited from making long stops at their appointed routes, the drivers are often unable to take restroom or 
lunch breaks. Lack of  clean and accessible restrooms is an important issue reported by female transportation workers. 
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•	 AGRICULTURE WORKERS 

 As stated by the Nepal Labour Force  Survey 2018,26 close to 60.4 % of  the total population of  Nepal is involved 
in agriculture sector and employment activities in the sector are diverse and immeasurable. Due to its vast nature, the 
collection of  statistics of  informality is also largely limited to non- agriculture sector activities only. This study therefore 
emphasizes the need to understand the vulnerabilities faced by informal agriculture workers even more so. 

 The study derives that agriculture workers mainly divided as wage laborers (employed on daily, monthly or 
seasonal wage basis) and self- employed agriculture workers are exposed to intense physical labour and indebtedness due 
to marginal earning in the sector. While wage laborers are largely vulnerable to workplace injuries and labour exploitation 
by the employers, self-employed farmers face similar issues and additionally, they face challenges like limited access to 
seeds, new technologies and market opportunities and negative effects of  climate change. Since significant aspect of  their 
livelihoods depended on natural systems, irregular seasonal patterns, flash floods, extreme weather conditions affected 
their productivity. 

“I had a secure factory job for the past 10 years, but I lost that during first wave of  Covid. Our small farm and farm 
animals that we had for many years was always handled by my brother. Now, I am involved in it too. The earnings are 
insignificant, but at least the produce from our farms did not let us die of  hunger and we did not have to beg for food with 
others during the lockdown. We were rather able to share food with our neighbors.”- Male farm owner 

 Informal labour and support provided by family in agricultural activities in absence of  renumeration are mostly 
unaccounted for. However, family labour in self  owned farms act as a cushion during times of  crisis. The study reveals 
that self-employed agriculture workers barely faced food scarcity during lockdown restrictions since they were able to 
grow food in their own farms, but wage workers reported they relied on relief  distributions for food and nutrition. 

 Another major issue faced by self-employed farmers during COVID-19 pandemic was inaccessibility to market 
due to travel restrictions. As a result, many reported they were forced to let their vegetables rot in the fields as they were 
unable to transport the produce to the market and suppliers were unable to travel to the field to collect them. Although 
the government lacks precise data of  losses incurred in the agriculture sector, the study suggests that the per existing 
plights of  informal workers in the sector are further aggravated by the impact of  the pandemic.

 The purpose of  abovementioned sectoral vulnerabilities of  informal workers in various sectors show that 
informal sector is diverse. It is an inseparable element of  today’s economy creating income generating opportunities for 
a vast majority of  people. The study hence draws attention to a crucial need to adopt a multidimensional understanding 
of  their challenges. 

 On one hand there are general vulnerabilities that all informal workers face and on the other, there exist sectoral 
vulnerabilities of  workers that are specific to their nature of  employment and employment sector. Additionally, the 
informal sector is not only shaped by economic or institutional mechanisms, but social systems as well and social and 
economic shocks and emergencies can have disproportionate effects on them. The upcoming interventions and policies 
therefore need to address a multifaceted approach to understand their issues and bring effective solutions.
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Chapter 4. Policy Responses and 
Government Mechanisms
 While assessing the status of  informal workers in Nepal, it is crucial to understand the labour governance 
mechanisms and policies regulating and managing the country’s informal economy. A well functioned governance system 
is combined with the existence of  laws and policies and institutional mechanisms that serve in the best interests of  people, 
smooth policy implementation processes, and effective leadership to drive the governance. The fundamental labour and 
employment related laws and policies of  Nepal, ensure employment rights for every Nepali citizen and have the potential 
to influence informal jobs and economy.  Its implementation however has proven to be sporadic and faulty, especially with 
the transforming nature of  Nepal’s political scenario, lack of  resources, political commitments, as well as bureaucratic 
failures in addressing the urgent needs of  workers.

  From a previously restricted policy structure, Nepal has brought about significant improvements in  provision 
of  rights, facilities, remuneration, safety and security of  workers in various Nepali sectors in the recent years. However, 
new reforms in national acts and rules although far more inclusive and promising, informal sector workers are still 
largely left out and labour policies and provisions specified for protection of  informal workers are yet to be installed.

 In current circumstances where rights and benefits of  formal sector workers are only recently being recognized, 
protection of  informal workers is an emerging issue that is yet to be addressed. Hence this study proceeds further with 
a thorough examination of  existing mechanisms, laws and regulations to provide fresh perspectives for policy gaps and 
reforms: 

 The following is a list of  existing acts and rules that majorly safeguard formal sector workers but have the 
potential to influence the rights and wellbeing of  informal workers as well:

•	 Bonus Act, 1974
•	 Trade Union Act, 1992
•	 Foreign Employment Act, 2007
•	 National Employment Policy, 2015
•	 Labour Act, 2017 
•	 Labour Rules, 2018 
•	 Social Security Act, 2018 
•	 15th periodic plan (2019/20- 2023/24)
•	 Industrial Enterprises Act, 2020 

 Along with above listed national directives, Nepal has also ratified to several international conventions relating 
to the rights and standards of  labour. Although not directly responsible for formulation, Nepal’s labour related Acts and 
Rules are influenced by the following international instruments as well: 

•	 ILO Core conventions
•	 Universal Human Rights Declaration
•	 Sustainable Goal #8- Decent work and economic growth

 The legal foundations and framework for policy formulation in Nepal is fundamentally set by the Constitution 
of  Nepal27 under the relevant sectoral ministries.  Concurrently, Ministry of  Finance (MoF) and National Planning 
Commission (NPC) are responsible for national budget allocation and formation of  national directives28. This report 
proceeds further by discussion major components of  the existing policies and programs that affect worker rights in 
Nepal. 

27  See: The Constitution of  Nepal. (2015). www.nepal.gov.np

28  Refer to: Governance and Institutional Risks and Challenges in Nepal. Asian Development Bank. 2019. Governance and Institutional Risks and 
Challenges in Nepal (adb.org) 

https://www.adb.org/sites/default/files/publication/543056/governance-institutional-risks-challenges-nepal.pdf
https://www.adb.org/sites/default/files/publication/543056/governance-institutional-risks-challenges-nepal.pdf
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•	 CONSTITUTION OF NEPAL (2015)

 The 2015 Constitution of  Nepal has a number of  provisions that guarantees safe and equal access to labour, 
employment and social security for every Nepali citizen including informal workers and workers from marginalized 
groups. Table presented below provides an overview of  these articles and provisions made under each of  them:

 Labour and employment related provisions in Constitution of  Nepal 

Article Right Description

33 Right to employment Every citizen has the right 
to employment or to choose 
employment.

34 Rights regarding 
labour 

Every citizen has the right to 
engage in appropriate labour, to 
receive appropriate remuneration, 
form or join trade unions, engage 
in collective bargaining, to work in 
decent working conditions and to 
contributory social security. 

38 Right of  women Every woman has the right to special 
opportunity in the sphere of  social 
security, on the basis of  positive 
discrimination.

41 Right of  senior 
citizens

Senior citizens have the right to 
special protection and social security.

43 Right to social security Senior citizens, single women, 
people with disabilities, children and 
citizens of  endangered ethnicity in an 
economically poor, incapacitated or 
helpless state have the right to social 
security, as provided in the law. 

Source: (ILO, 2017; Constitution of  Nepal)

•	 INSTITUTIONAL MECHANISMS INFLUENCING LABOUR GOVERNANCE IN NEPAL

 In Nepal, the federal, provincial and local bodies are the fundamental policy making and implementing authorities 
that often function under exclusive and shared dominions. In case of  labour polices, laws and guidelines, Ministry of  
Labour, Employment and Social Security (MoLESS) is the leading federal body that is responsible for the formulation, 
implementation, monitoring and evaluation of  laws and policies.  A significant objective of  the MoLESS is also to create 
dignified work opportunities aligned with right to labour and employment as granted by the 2015 Constitution of  Nepal.  
Additionally, the ministry also oversees employment oriented vocational trainings, regulation of  Trade Unions and 
management of  national data, studies and research on employment and underemployment.
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Within the Ministry, following are the integral divisions accountable for workers’ welfare and wellbeing:

Divisions related to labour and employment and their responsibilities

Divisions Major responsibilities

Employment 
Management Division

•	 Formulate national policies, set criteria and regulations related to 
labour and employment.

•	 Formulate, amend and introduce bills and regulations in accordance 
with national as well as foreign employment laws. 

•	Disseminate precise and reliable information regarding employment 
opportunities.

Department of  Labour 
and Occupational 
Safety 

•	 Prepare skilled and competitive human resources in accordance with 
the national and international labour market standards. 

•	 Provide labour force with safe, productive and healthy working 
environment in both formal and informal sectors.

•	 Ensure inclusive employment opportunities and rights to include 
workers from marginalized groups. 

Labour Relations and 
Social Security

•	 Promote measures to maintain industrial democracy.

•	 Resolve labour and employment related issues through mutual 
negotiations and consultations with authorized bodies. 

•	 Implement and monitor the right to social security for all workers 
in both formal and informal sector. 

Labour and 
Employment Office

•	 Authorize and inspect internal and foreign labour supplier 
companies and licenses.

•	 Oversee issues related to industrial labour relations.

•	 Oversee issues related to trade union laws and collective bargaining 
agreements.

Social Security Fund 
(SSF)

•	 Mandate all workers and employers to register with SSF and to 
contribute 31% of  the employer’s basic salary to the fund. 

•	 Provide citizens with social security numbers.

•	 Disburse protections schemes (health, accidents, retirement, etc.) to 
workers and benefits to recipients identified by government.  

 It is however essential to mention that the newly adopted federal system of  governance is transitional in nature 
and several institutions in all three tiers are yet to be established. Under which, several laws, polices and guidelines are 
yet to be endorsed. With relatively recent establishment of  provincial and local government bodies, the downsizing of  
sectoral ministries and redefinition of  their functions and responsibilities, most of  the government departments currently 
lack adequate institutional capacity and resources. As a result, startup labour offices have taken upon responsibilities 
of  regulating multiple localities while in actuality they are capable of  supervising only a couple of  them. Therefore, 
strengthening the current labour governance seems as much important as consolidating worker rights in this post-crisis 
period.
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Chapter 5. Analysis and Discussions
 This study majorly focuses on understanding the root drivers of  vulnerabilities of  informal workers to bring 
sound interventions addressing their immediate as well as long term protections. Information collected through the 
workers themselves, experts of  the field and relevant stakeholders are crucially informative source for the purpose of  this 
study. Proceeding further, this section collectively analyzes the issues drawn from those interactions and major emergent 
themes are discussed as follows:

5�1 Drivers of informality in work force

 The preliminary report published by CSC already indicates that informal sectors provide forms of  relatively 
easy access to income generating activities for people who fail to meet prerequisites of  formal sector jobs. Although it is 
evident that drivers of  informality vary across sectors, a closer interaction with the workers themselves further reveal 
that following are some major reasons why workers enter informal sectors:

•	 low education and skill level

•	 poverty 

•	 high indebtedness

•	 unemployment

•	 societal perceptions and barriers 

•	 regulation and tax burden

•	 lack of  government protection schemes

•	weak labour mechanisms

•	 survival motivations 

 While above stated causes are the major push factors that  drive workers to informal sectors, the desire for 
autonomy and flexibility in their occupation is a major pull factor. Especially, own account or self-employed workers often 
find the freedom to establish their own businesses, create their own work schedule and have the flexibility to combine 
their work with other activities (household or recreational) in informal sectors. However, issues like absence of  social 
safety nets, worker’s benefits, unstable income, occupational health and safety, etc. still remain at large hindering their 
abilities to reduce risks and tackle their existing vulnerabilities.

5�2 Risks and vulnerabilities faced by informal workers 

 A significant revelation from the study findings shows that informal workers face extensive vulnerabilities due 
to the characteristics and conditions of  their occupation that are often beyond control of  the workers. In addition, poor 
living conditions, lack of  access to proper health care and education, basic services and facilities and absence of  social 
safety net weaken their abilities to mitigate the impact of  risks and secure quality lives and steady livelihoods. An already 
compromised status in absence of  social protections and government concerns hence results in higher incidences of  
economic insecurity, occupational hazards and social and political discriminations, mainly induced by poor living and 
working conditions. 

 As explained previously, the essence of  this study emphasizes the need to understand existing risk factors to 
identify the impact they have on vulnerabilities faced by informal workers.  The risk factors  may be observable as well as 
underlying. Either cases must be understood in depth to enhance their coping strategies and reduce their vulnerabilities 
by generating effective policy responses and interventions. 
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5�3 General and sectoral vulnerabilities

 As discussed previously, this study majorly highlights that, vulnerabilities by informal workers across all sectors 
of  employment differ by wider economic, occupational, social and political context in which they live and work. While 
they all face the same general vulnerabilities, for example, physical and mental illnesses, discrimination and exploitation, 
low income and productivity etc., some vulnerabilities are specific given their nature and sector of  their occupation. To 
sum up, following are the some of  the general and sectoral vulnerabilities identified in the five sectors focused by the 
study:

Informal sector Sector specific risks and vulnerabilities

Street vendors Lack of  safe and sanitary workplace increases their vulnerabilities to harassment 
and discrimination by regulatory bodies and adverse effects of  poor sanitation and 
extreme environmental conditions (harsh weather, pollution etc.).

Domestic workers Lack of  legal employment contracts makes them vulnerable to burden of  overwork 
and underpays.

Construction Lack of  health or life insurance increases their vulnerabilities to workplace injuries 
and even death 

Transportation Absence of  fixed salary and additional burden of  vehicle loan installments increases 
their economic vulnerabilities and excludes them from workers’ benefits 

Agriculture Dependency on natural systems increases their vulnerabilities to disasters, natural 
calamities and adverse effects of  climate change 

 While informal workers at large face disproportionate forms of  general vulnerabilities as compared to workers 
in the formal sectors, above presented sectoral challenges emphasize the existence of  sector specific vulnerabilities that 
affects specific sector more than others.  As some interventions may benefit informal workers in all sectors, some may 
require to be specified to precise existing issues of  the sector. Hence, governance mechanisms and policies must acquire 
multidimensional understandings of  the sectors.

5�4 Vulnerabilities of urban informal workers

 Recent reports show that as of  2020, approximately 79.42 % of  the total population of  Nepal reside in areas 
defined as rural.29 Considering a high contrast between urban and rural population share, a closer look at the contrast in 
their challenges is also important to understand. Studies show that majority of  rural population move to urban areas in 
search of  better livelihood opportunities (Timilsina , 2011). However, failure to meet the prerequisites of  formal jobs like 
education, skills, previous experiences, investments etc. they often find refuge in informal jobs. Rapid and often haphazard 
mobility of  rural population into urban centers and poor urban  governance further amplifies urban centric challenges 
faced by informal workers. This study shows that urban informal workers face high risks of  accommodation, high living 
costs, higher education fees for children, expenses for commute, lack of  public spaces for work, discrimination etc., 
increasing their vulnerabilities to emergencies and crisis. Rural informal workers on the other hand, mostly belonging to 
agriculture sectors and marginalized groups, stated a sense of  relief  that they owned their own living space no matter 
how small or ‘shabby’ it was and did not have to worry about rent payments. They further reported, severe lack of  
employment opportunities and high burden of  overwork and underpay. 

 While the government of  Nepal, Trade Unions, civil society organizations have made significant efforts in 
international labour migration processes in recent year, similar concerns are urgent to address the issues of  internal 
migrations as well.  This study therefore suggests a need to not only address the economic and social plights of  informal 
workers but regional and spatial challenges as well. 

29  Report accessed from: Rural population (% of  total population) - Nepal | Data (worldbank.org)

https://data.worldbank.org/indicator/SP.RUR.TOTL.ZS?locations=NP
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5�5 Intersectional vulnerabilities of informal workers

 Intersectionality as coined by Crenshaw (1989), refers to interactions between dimensions of  diversity and the 
outcomes of  these interactions in terms of  power and social inequalities. With the purpose of  taking a closer look at 
the vulnerabilities of  informal workers and drawing attention to its root causes, this study adopts a cluster approach 
within the context of  oppressive factors that magnify existing vulnerabilities, especially among those who are already 
marginalized, unorganized and underrepresented. Emphasizing the findings generated by our preliminary report,30  this 
study also applies an intersectional lens to the vulnerabilities faced by informal workers and states that factors like 
age, gender, literacy levels, ethnicity, caste, financial status, digital literacy etc. play an integral role in generating and 
intensifying the impacts of  their vulnerabilities. 

 A closer look at their intersectional vulnerabilities shows that more than one factor may be affecting the 
vulnerabilities of  informal workers. For example, an elderly informal worker is more vulnerable than workers from 
other age groups and need urgent provisions of  social protections or a woman informal worker belonging to lower 
caste is exceedingly more vulnerable to workplace discrimination and exploitation and her protection and wellbeing 
calls for immediate actions. Hence, an intersectional approach to understanding vulnerabilities can further help address 
issues of  wage gaps, gender inequalities, discrimination, inaccessibility and emphasizes an urgent need to empower 
informal workers. Thus, this study strongly emphasizes that some groups need urgent and specified protection than 
others. The  policy interventions therefore must recognize heterogeneity of  informal workers and efforts must identify 
the neediest of  groups among informal workers. 

5�6 Role of Trade Unions

 Trade Unions in general play a significant role in organizing and representing common interest of  its 
members. Closely working with the government, employers and the workers themselves they act as medium of  effective 
communications and aim to enhance workers’ power to negotiate and collectively bargain with employers. However, a 
negative perception existed towards unionization of  workers in Nepal due to highly politicized nature of  the Trade 
Unions. Trade unions in Nepal are not fundamentally governmental organizations, their forte being industrial sector but 
because of  their interest in laws governing labour and employment, they are inevitably politicized. 

 Although Trade Union movements and government efforts have come a long way in the past few decades in 
ensuring fundamental rights and services to formal sector workers of  Nepal, larger mass of  workers remained neglected 
from social and legal protection in the form of  informal and unorganized labour. In current circumstances, the ongoing 
effects of  the COVID-19 pandemic has especially  highlighted their abilities and to organize, defend and represent 
workers, their rights and wellbeing in the informal sector.  Some specific roles that Trade Unions can fulfil during and 
beyond the pandemic to ensure wellbeing of  informal workers are listed as below:

•	Ensure minimum wage and fundamental rights for workers

•	Ensure representation of  marginalized groups

•	 Build awareness among workers and employers about the existing government mechanisms that benefit all 
working citizens of  Nepal 

•	Emphasize organization of  informal workers, particularly ones in highly unorganized sectors like agriculture

•	 Increase proactiveness in effective functioning of  labor governance

•	 Intervene in national policy frameworks in welfare of  informal workers 

•	 Increase participation and engagement of  informal workers in decision making processes at local, provincial and 
national levels

•	Ensure Occupational Safety and Health (OSH) standards and grievance sharing mechanisms during and beyond 
the pandemic

30  Refer to: Amid the Pandemic and Beyond: Status of  Informal Workers in Nepal | CSC (socialchange.org.np)

https://socialchange.org.np/publications/amid-the-pandemic-and-beyond-status-of-the-informal-workers-of-nepal/
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5�7 Gaps in policies and government interventions

 A major gap identified by this study is that the existing policies and government mechanisms majorly protect 
formal workers. The government provisions are applicable to all working citizens and are not specified to informal 
workers. Furthermore, majority of  informal workers in Nepal are outside the protective labour framework hence 
alienated from accessing formal forms of  social protection schemes. While formal sector workers are aware and capable 
of  benefitting from provisions like maternity benefits, workers’ compensations, health insurance, etc., informal workers 
are largely unaware and incapable of  utilizing such benefits to which they are rightfully entitled.

 Unawareness among workers themselves, lack of  responsiveness from employers and the government and 
lack of  information sources and support mechanisms continue to aggravate their economic vulnerabilities instigated by 
unpredictable shocks and crisis like the ongoing COVID-19 pandemic.  Hence a prominent gap in policies and government 
interventions show exclusion of  informal workers from existing mechanisms and suggest an urgent need for social 
dialogues and policy reform to include informal workers in the policy frameworks as well. . Interventions to include 
informal workers in the social protection schemes or provide accessible and adequate social security allowance programs 
to reach informal workers must be urgent agenda of  the policymakers.

5�8 Lack of feminized perspectives in labour policies 

 Previous studies and reports show that in developing nations, women are comparatively more involved in 
informal work than men. In Nepal, close to 90.5% of  total women engaged in some kinds of  employment are engaged 
in the informal sectors.31 This study reveals that the large share of  women involved in the informal sector often share 
disproportionate burden of  gender based wage gap, gender discrimination and harassment and unpaid labour as much 
of  their household activities are  arduous yet unaccounted for. Household contributions in addition to paid jobs that 
women fulfil are often considered as responsibilities of  women and are ‘expected’ by traditional societal norms. Even in 
workplaces, women face different physical, mental or social issues than men. Hence, adoption of  gender sensitivity and 
feminized perspectives are essential while developing policy measures.  

  In addition, many of  the pre- existing risks and vulnerabilities women were already facing are now worsened by 
the effects of  the ongoing pandemic. Added responsibilities of  familial health care during the pandemic, economic burden 
of  the family, isolation stimulated physical and mental challenges, lack of  legal or social support has had adverse effects 
on women. Therefore, women in particular are more vulnerable to crisis and emergencies than their male counterparts. 
Policies and implementation plans that focus on empowerment of  women and promoting inclusive growth is hence 
essential for their protection and wellbeing. 

31  Refer to: Nepal-Labour-Force-Survey-2017_18-Report.pdf  (cbs.gov.np)

https://cbs.gov.np/wp-content/upLoads/2019/05/Nepal-Labour-Force-Survey-2017_18-Report.pdf
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Chapter 6. Conclusions and 
Recommendations
 The evidence produced by this study is broadly consistent with the existing perceptions of  the nature of  
economic informality, informal workers and their vulnerabilities. Risks impact informal workers disproportionately as 
compared to formal sector workers, making them more vulnerable to negative effects of  disasters, emergencies and 
unpredictable shocks. In absence of  coping strategies, adequate knowledge and government and societal support, 
their existing risks and vulnerabilities are further amplified.   Majorly excluded from protective labour frameworks, 
their recoveries from economic and health setbacks also take longer than formal workers who are usually protected by 
employers, legal frameworks, or government schemes. At the same time, the evidence obtained also emphasizes that 
measures needed to minimize these risks and vulnerabilities are close to non- existent. 

  In response to these issues, global approaches lean towards formalization of  the informal sectors.32 However, 
this study strongly supports that formalization is a  gradual process that requires in-depth knowledge of  root drivers of  
informality and enhanced and non-discriminatory measures to resolve them. 

 Approaches to tackle informality also requires structural policy reforms that are sensitive towards diversity 
and marginalized groups that majorly comprise the informal sectors. Furthermore, recognition of  fundamental fact that 
informality exists due to workers’ inabilities to meet formal pre- requisites suggests caution in mandating additional 
formalization related costs or processes. This imposition may further encourage informality. Rather, growth of  formal 
economy and shrink of  informal economy largely depends on national and local level policies that enhance education and 
skill levels of  the citizens, improve working conditions and supply capable human resources to the workforce demands of  
the country. 

 Formalization of  the informal sector is indeed the way forward. However, this can only occur when labour 
policies and institutional mechanisms recognize that more than one dimension is attached to informality and more than 
one person is simultaneously affected by it. Key conclusion from the study emphasizes that the way forward for informal 
workers must be driven by good governance and ethical polices that prioritize a multidimensional approach to reduce 
existing risks and vulnerabilities. 

 In the past few decades, informal sector has emerged as a significant contributor of  Nepal’s economy. As also 
instilled by the COVID- 19 pandemic, the sector provides positive contribution to the economy as well as both voluntary 
and involuntary employment opportunities during crisis. However, issues of  wage discrimination, economic insecurity 
and absence of  social protection continue to characterize the informal economy and emphasize its existence and cyclic 
nature. Now, rising cases of  wage theft, sudden job loss, absence of  a safety net to help workers bounce back have left 
them with little hope for a decent future.  To address such challenges and possibilities of  the area, continuous and 
issue specific studies providing evidence for policy formation and interventions are critical in improving the status and 
protection of  workers in the informal sector. 

 Some concrete recommendations directly yielded by the study addressing the economic, occupational and social 
and political risks and vulnerabilities of  informal workers are listed further:

Recommendations addressing economic vulnerabilities: 

1. Implement dedicated mechanism to register informal workers at local level: Existing issues faced by informal 
workers suggest a need for dedicated mechanisms that identify and register informal workers at the local level. 
A digitized and efficient database of  informal workers will also contribute to map their skills and mobility  and 
ensures crisis response measures to reach the neediest of  families.

32  Aligning to values of  Sustainable Development Goal #8, a global approach to responding to growing prevalence of   informal businesses 
and informal jobs as recommended by ILO is formalization. Recommendation R204 - Transition from the Informal to the Formal Economy 
Recommendation, 2015 (No. 204) (ilo.org)

https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO::P12100_ILO_CODE:R204
https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO::P12100_ILO_CODE:R204
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2. Extend social protection schemes to informal sector workers: Current social protection schemes advocate that 
it is accessible to all working citizens of  Nepal. However, informal workers severely lack the knowledge or 
access to the formal schemes of  social security. Hence, needs of  informal workers must be included in policy 
formulations and dedicated mechanism to connect them to the national social protection schemes is necessary. 

3. Increase financial literacy among informal workers: Economic risks often have multidimensional effects on lives 
and livelihoods of  informal workers. Basic knowledge to understand and manage their finances, proper access to 
formal channels of  savings or loans, awareness about workers’ rights and mechanisms to provide them proper 
information and guidelines can empower informal workers to develop stronger coping strategies to reduce 
economic vulnerabilities and enhance economic stability. 

  

4. Address the existing wage gap between formal and informal workers: It is significant to mention that not 
all employment structures in the labour market are wage based. However, with greater number of  people 
entering informal jobs in recent years, it is crucial to understand the formal- informal pay discriminations in 
the labour market. Strong measures ensuring minimum wage and narrowing the existing wage gaps between 
formal and informal workers are therefore urgent in the current context.  

 

5.  Strengthen capacities to cope with economic risks and decrease economic vulnerabilities: It is argued 
that financially literate informal workers are more likely to make efficient financial decisions for themselves 
and their families. Empowering them and strengthening their capacities to cope with financial risks can help 
reduce their vulnerabilities to negative effects brought upon crisis. Interventions and programs to raise financial 
literacy, understand and access proper financial measures in cases of  emergencies and an overall awareness on 
workers’ rights can lessen the severity of  their vulnerabilities. 

Recommendations addressing occupational vulnerabilities: 

1.  Expand healthcare and social protection schemes to reach informal workers: Recognizing the extreme 
vulnerabilities informal workers face at unstable and precarious working conditions, mechanisms to include 
them into healthcare or social protection schemes can lessen their obligation to work in risky working conditions 
and increase financial security. Therefore, interventions that expand awareness and access to social protection to 
reach informal sectors is urgent. 

2.  Ensure OSH protocols at workplaces: National level OSH guidelines must be formulated and mandated at 
workplaces. Government and employers must ensure physical and psychological health and safety of  workers by 
following proper OSH measures. Realizing the current threats of  COVID-19 pandemic, pandemic related safety 
protocols must be regulated in workplaces urgently, but these measures must not be limited to the pandemic era 
and must go beyond. 

3.  Establish mechanisms to address and resolve complaints and grievances: As discussed previously, workplace 
violence and harassment are commonly experienced but widely unreported. A deeper understanding of  risk 
factors that expose them to violence, harassment and discrimination and hinder their access to justice is 
important. Strict laws and strong mechanisms are therefore integral in welfare or workers that address their 
grievances and effectively resolve them. 

4.  Improve working conditions: While it is crucial to develop and implement measures to minimize existing 
workplace hazards in informal sectors, it is equally important to improve the overall working conditions of  
informal jobs itself. Both preventive as well as response strategies are important to raise their work standards. 
Upcoming interventions must ensure minimum wage, accidental compensations, allowance of  adequate leaves 
and time for recess etc.  

5.  Conduct large scale dialogues and discussions on workplace safety: National as well as local level dialogues are 
essential to address the occupational challenges and insecurities faced by informal workers that are diverse and 
relatively severe than the ones faced by formal sector workers. Larger discussions and effective programs to raise 
awareness on individuals’ right to work in safe, fair and violence free work environment is necessary.
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Recommendations addressing social and political vulnerabilities:

1.  Create grievance handling mechanisms: Understanding the underlying challenges and plights of  informal 
workers lies in their personal experiences and their perceived constructs of  these experiences. Therefore, 
strong grievance handling mechanisms that provide them safe spaces to share their grievances that address 
their workplace issues and goes beyond to include multidimensional impacts of  societal and political stressors 
in their lives is necessary.  

2.  Strengthen roles of  Trade Union and Government: Government and Trade Unions have increased efforts 
to organize informal workers and encourage formalization of  informal sectors, but their efforts are often 
fragmented. For greater positive impacts,   their roles need to be consolidated and strengthened with skilled and 
knowledgeable human resources and strategies.  

3.  Increase public awareness and social dialogues: In order to properly address the rudimentary vulnerabilities of  
informal workers, public awareness programs, dialogues and discussions that address existing discrimination in 
the informal economy specifically targeting the most vulnerable groups in informal sector is necessary.  

4.  Increase legal and civic awareness: It is significant that informal workers are first aware of  their rights in order 
to defend them. Government interventions, Trade Unions, employers and relevant organizations must make 
consolidated efforts to increase their legal awareness and capacities and increase civic engagement at local and 
national levels.   

5. Improve crisis response mechanisms: Current status of  informal workers shows many families are still struggling 
to bounce back from the setback caused by the COVID-19 pandemic. It was observed that Government’s botched 
responses to the crisis and weak recovery efforts were unable to reach the neediest of  informal workers and their 
families. Consultations with various levels of  experts, relevant stakeholders, evidence-based studies to construct 
a failsafe crisis response plan at all levels of  government is therefore crucial to protect the neediest groups from 
struggling in cases of  future emergencies.

  Similarly, addressing the sectoral issues of  informal workers, following recommendations are drawn for the 
wellbeing and protection of  informal workers in the five sectors focused by the study : 

STREET VENDORS:

1. Recognize and ensure their rights to use of  public spaces, public services as endorsed by 
ILO Recommendation 204, concerning transition from the informal economy to the formal economy. 

2. Incorporate their livelihood activities into economic development and urban management strategies 
and urban designs. 

3. Ensure safe and managed working spaces including clean drinking water, restroom and waste 
management facilities. 

4. Address OSH issues at workplace and ensure security from exploitation in terms of  unwarranted 
permit fees, harassment and abuse from authorities and public.  

5. Register at the local level and extend social safety net and other social benefits.
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DOMESTIC WORKERS:
1. Ensure health insurance and regular health checkups for physiological wellbeing.  

2. Endorse Decent Work Agenda for domestic workers addressing workplace security and productivity 
of  domestic workers. 

3. Adopt a feminized perspective while developing measures and interventions for domestic workers. 

4. Ensure safe and managed working spaces including work leaves, recess breaks, access to clean drinking 
water, restrooms etc.  

5. Address OSH issues at workplace and ensure security from exploitation in terms of  overburden of  
work and underpayment by employers. 

6. Register domestic workers at the local level and extend social safety net and other social benefits. 

CONSTRUCTION:

1. Ensure that the OSH guidelines are enforced with strict monitoring of  safety protocols at workplace to 
reduce workplace accidents and injuries and increase safety. 

2. Mandate use of  protective gears and declare hazards or precautions at workplace by employers. 

3. Provide effective training orientation for use of  chemicals or heavy machineries before etc. to all 
construction workers. 

4. Increase awareness among workers and sensitivity among employers to address all intensities of  
workplace injuries or accidents.  

5. Strengthen roles of  government and trade unions in extending healthcare benefits and social security 
schemes to construction workers.  

TRANSPORTATION:

1. Implement programs to increase knowledge and skills to use basic applications and technological platforms 
for public transportation use.  

2. Incorporate clean and accessible restroom areas for public transportation workers at designated public 
vehicle routes. 

3. Provide concessions and aids to pay vehicle installments to own account drivers in times of  crisis and 
emergencies.  

4. Address OSH issues at workplace and ensure security from exploitation in terms of  unwarranted permit 
fees, harassment and abuse from authorities and public.  

5. Adopt a feminized perspective while developing measures and interventions for public transportation 
workers.  

6. Register public transportation drivers at the local level and extend social safety net and other social benefits. 

AGRICULTURE:

1. Develop stronger crisis response mechanisms in national and local levels to ensure food and nutrition to 
neediest of  informal workers and their families.  

2. Implement programs to increase technological knowledge and skills among agriculture workers. 

3. Ensure strict OSH guidelines to address workplace injuries and accidents.  

4. Adopt a feminized perspective while developing measures and interventions for female agriculture workers 

5. Register agriculture workers at the local level and extend social safety net and other social benefits. 
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