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Background
Even aft er seven decades of planned development, nearly a quarter of the 
Nepalese are sti ll living in absolute poverty deprived of the basic ameniti es 
for life - such as food, clothing, shelter, health, educati on and drinking water.

A vast majority of the populati on is excluded from mainstream development 
because of their gender, ethnicity and caste. Evidence suggests that social 
inequality and regional dispariti es are increasing in Nepal. Ethnic minoriti es, 
lower caste communiti es and women are seriously lagging behind in terms of 
income, assets and most human development indicators. Nepal can not begin 
to realize its sustainable development goals if it excludes this secti on of the 
populati on and does not att empt to bridge the prodigious income inequality 
gap that exists.

The failure of past eff orts to alleviate poverty of those found within the 
lower strata of the society is well documented. By acknowledging this fact, 
the Poverty Alleviati on Fund (PAF) envisages to develop and implement 
programmes that address the issues and problems of those who live below 
the poverty line, and by ensuring the involvement of poor and disadvantaged 
groups as partners in our eff orts.



What is PAF?
The Poverty Alleviati on Fund Act 2006 
recognized PAF as an autonomous and 
professional organizati on sensiti ve to the 
poor with its executi ve offi  ce located in 
Kathmandu.

The PAF Board is chaired by the Prime 
Minister. As the Prime Minister is the 
Chairperson of the PAF Board, PAF can 
work independently while having the 
support and commitment of the highest 
echelon of the Government of Nepal to 
the programmes and objecti ves of PAF.

The other members of the Board includes 
a vice chairperson, secretary of the the 
Nati onal Planning Commission and fi ve 
government-nominated prominent 
persons who have contributed 
substanti ally to poverty alleviati on 
in the country. The chief secretary, 
fi nance secretary and local development 
secretary are the invitees (observers) at 
the Board. The executi ve director of PAF 
works as the secretary of the PAF Board.

The PAF has its secretariat in Kathmandu 
and district offi  ces in all 55 districts. PAF 
staff s are recruited on a competi ti ve 
basis.

The target benefi ciaries of 
PAF are the marginalized 
communiti es-the poor, 
women, Dalit, Janajati  and 
other disadvantaged groups.

Why PAF?
Justi fying the necessity and the 
rati onale of the Fund as a separate 
enti ty, the PAF Act 2006 states: “With 
the acti ve parti cipati on of the poor 
and the marginalized groups of the 
society, the Fund shall run various 
poverty alleviati on programmes and 
shall provide necessary assistance 
and funds to organizati ons involved 
in similar works.”

As a specialized nati onal instrument 
that can fast track poverty alleviati on 
projects, PAF seeks to reach out to 
poor and marginalized communiti es 
to provide support in helping 
improve their livelihoods.

PAF provides resources directly to 
the poor while ensuring   effi  ciency 
and transparency by advocati ng 
for community ownership of its 
development acti viti es. PAF is 
guided by the principle that the 
poor can manage their own needs 
and resources with support from 
an outside facilitator who can help 
them unleash their potenti al.

Who are
our target
benefi ciaries?



The purpose and overriding mission of PAF 
is to reduce extreme forms of poverty from 
programme districts. PAF aims to enable poor 
women, Dalit, Janajati , marginalized and 
vulnerable community groups to gain access to 
resources for their producti ve self-employment, 
encourage them to undertake income-generati ng 
acti viti es for poverty alleviati on and improve 
their quality of life.

PAF also seeks to address spati al exclusion 
through its focus on the most deprived districts 
and also reach out to other poverty-stricken 
areas through innovati ve programmes under the 
Innovati ve Special Window.

PAF has adopted a demand-led community-
based approach to poverty alleviati on. 
Placing target communiti es at the driving 
seat encourages them to take the initi ati ve 
to improve individual livelihoods, 
parti cularly by bringing them into 
community organizati ons.
The target communiti es are the sole actors. 
They plan what they need and prioriti ze on 
the basis of their capacity and local resource 
potenti al.
PAF provides support for technical assistance 
in areas such as social mobilizati on 
and capacity building through partner-
organizati ons (POs). Funds are provided 
directly to the communiti es to implement 
community sub-projects.
Based on this, PAF is working to:
• Improve the income of the poor 

and vulnerable groups and generate 
incremental employment at the village 
level.

• Empower the poor for self-help 
development, especially women and 
vulnerable groups.

• Increase access of poor communiti es to 
infrastructure and services for improving 
their livelihood.

• Strengthen insti tuti onal capaciti es of 

PAF follows six guiding principles, 
namely:
(a) Targeted to the poor (Antodaya)
(b) Social Inclusion (Samabesi)
(c) Demand Driven approach (Maag 

Anusar)
(d) Transparency (Paradarshita)
(e) Direct funding to community 

organizati ons of the poor 
(Prataksha Bhuktani) and

(f) Community Insti tuti onal 
Development (Samudaya Ko 
Sansthagat Bikash)

What are our aims?

What we do?

What is our
guiding principle

the PAF, its Partner Organizati ons 
(POs) and Community Organizati ons 
(COs) to undertake and sustain 
poverty alleviati on eff orts within the 
community.

• Increase citi zen parti cipati on and voice 
at the local level through  improving 
their stake within community decision 
making and management of local 
resources.

• Mobilize and coordinate internal and 
external resources to fi nance poverty 
alleviati on programmes.

• Develop a system of parti cipatory 
poverty monitoring and evaluati on.

• Advise the government on eff ecti ve 
policy/programme for poverty 
alleviati on.

• Establish market linkages for the 
producti on of poor farmers.



Social Mobilizati on/Empowerment

Income Generation/Self-Employment

Community Infrastructure

Capacity Building

Target  communiti es are sensiti zed, mobilized and 
encouraged to organize themselves into community 
organizati ons/groups by the POs. A rigorous social 
mobilizati on process,  including a parti cipatory social 
assessment, ensures the appropriate grouping of individual 
households of a sett lement into: hardcore poor, medium 
poor, poor and non-poor. The community organizati on is 
then formed from the hard core poor, medium poor and 
poor households excluding the households from the non-
poor category.

The CO members are encouraged to undertake Income 
Generati on (IG) acti viti es that raise additi onal income 
to improve their livelihoods. IG may cover a myriad of 
acti viti es based on the local economic potenti al and 
interest, confi dence and experience of an individual 
member of a CO. An individual CO member may take up 
any type of IG acti vity - agriculture or non agriculture-based 
producti on enhancement, technology transfer, processing 
and marketi ng including service sector - that is best suited 
for their environment and skills.

PAF promotes   access to targeted communiti es by 
empowering and helping them develop social and 
economic community infrastructure. Such infrastructure 
is implemented, managed and maintained by the 
benefi ciaries. Improved community infrastructure is 
correlated with improved target communiti es’ livelihood by 
the constructi on of rural roads, trails, mule tracks, culverts, 
suspension bridges, truss bridges, short distance gravity 
cable ways, river bed land reclamati on, drinking water 
systems including sanitati on, water management (plasti c 
tanks, sprinkler system, drip system), farmer-managed small 
irrigati on systems, collecti on centers, community meeti ng 
hall, micro hydro, rural energy technology and market 
management infrastructure.

PAF emphasizes capacity building, skill enhancement and 
empowerment of target communiti es through trainings, 
exposure visits and technical assistance. This helps them 
cost-eff ecti vely implement community sub-projects in 
additi on to operati ng and managing the sub-projects in 
a sustainable manner. It also includes capacity building of 
POs, local bodies and micro-fi nance intermediaries among 
much more.

Four pillars of
PAF are Social
Mobilizati on,
Income
Generati on, Small
Community
Infrastructure
Development and
Capacity Building



How do we reach the poor?

A. Partnership with POs B. Selecti on of District and 
VDCBased on the eligibility criteria, 

PAF fi rst selects POs working in its 
operati onal areas. Community-based 
Organizati ons, Non-Governmental 
Organizati ons (NGOs), Private Sector 
Organizati ons (PSOs), Local bodies such 
as District Development Committ ee 
(DDC), Municipaliti es and Village 
Development Committ ee (VDC) and 
other line agencies are the potenti al 
POs for PAF. The PO helps in social 
mobilizati on, facilitati on, capacity 
building and technical assistance to CO. 
The PO facilitates the CO to identi fy, 
plan, design, execute, operate and 
maintain the community sub-projects. 
POs provide necessary technical 
support for the successful completi on 
of the sub-projects, and they also 
monitor the performance of the sub-
projects.

District selecti on is done on the basis 
of district level poverty monitoring 
indicators developed by the Central 
Bureau of Stati sti cs (CBS) of the 
Nati onal Planning Commission. CBS has 
categorized all 75 districts of Nepal into 
three groups - each group consists of 25 
districts and groups are based on the 
values of composite indices computed 
to consider 28 poverty related socio-
economic indicators. Currently, PAF 
works in 55 out of the 75 districts of 
Nepal.
VDCs are prioriti zed based on District 
Social Assessment and vulnerable 
community mapping. Prior consultati on 
is done with District Development 
Committ ee and diff erent stakeholders 
at district level for VDC selecti on.

Forging partnerships with development partners and related stakeholders is the 
working modality of PAF to reduce the extreme form of poverty.



C. Selecti on of Households/
Sett lements
Agreement is made with the PO 
to implement programmes in the 
prioriti zed VDC. The PO is assigned 
to identi fy the sett lements with the 
highest concentrati on of PAF’s targeted 
communiti es. Detailed informati on 
on individual households of selected 
sett lements are collected through 
the parti cipatory social assessment. 
All households of the sett lement are 
grouped into hardcore poor, medium 
poor, poor and non-poor categories 
based on their well-being ranking.

D. Community Organizati on
(CO)
A CO is formed from the households 
selected through their well-being 
ranking from the parti cipatory social 
assessment.
Only hardcore poor, medium poor 
and poor are organized into COs to 
ensure that the poor make decision 
for themselves. At least 80 per cent of 
the CO members are to be represented 
by poor women, Dalits and Janajati s. 
It is also mandatory that 50 per cent 
members of a CO should be women, 
and key positi ons - chairperson, 
treasurer and secretary - must be 
fulfi lled by a poor woman, Dalit or 
Janajati s. COs may seek necessary help 
and facilitati on from POs while applying 
for a registrati on in PAF or they can do it 
themselves.

E. Community Sub-Project
Funding

With the acti ve parti cipati on of each 
member, COs are able to bett er understand 
the problems, interests, needs and 
aspirati ons of the community. Aft er seeking 
the necessary and relevant informati on, 
CO’s identi fy and prioriti ze community 
sub-projects through a parti cipatory 
manner. The sub-project proposals must 
contain a Community Acti on Plan (CAP) 
as one of its element. CO’s also seek 
necessary help and facilitati on from the 
PO for technical assistance — parti cularly 
in survey design, market study, pre-
feasibility, feasibility studies and capacity 
development. Economically, socially and 
environmentally viable community sub-
projects are then selected and developed 
into the community proposals. In additi on 
to the technical and economic aspect of the 
plan, a community proposal must include 
a community contributi on plan, work plan, 
procurement plan and revolving-fund 
management plan.
Upon receipt of a community sub-
project proposal from registered COs, an 
assessment is made on the proposal. The 
assessment is the basis in which funding 
is awarded. However, such community 
sub-projects must be either already 
incorporated into the VDC/DDC plan or 
should have assurances to be incorporated 
in the forthcoming VDC/DDC plan. An 
agreement is then signed between the PAF 
and the CO. The fund is then disbursed 
directly to the CO’s account immediately 
aft er the agreement. While the fi rst 
installment is transferred immediately, 
subsequent installments are transferred 
aft er the CO meets key milestones such as 
physical progress report, fi nancial progress 
report, PO monitoring report, status of 
community contributi on, revolving fund 
etc.



F. Community Sub-Project
Implementati on
CO or the benefi ciary community is fully 
responsible for implementati on of an 
agreed community sub-project. The PO 
provides support to the CO by ensuring 
the necessary technical assistance and 
capacity building. Community oversight 
is also a key component for the operati on 
and management of the sub-project and 
its sustainability.

G. Monitoring of the
programme
Methods of parti cipatory monitoring and 
supervision are adopted to monitor PAF 
acti viti es to ensure ti mely and eff ecti ve 
implementati on of the community sub-
projects. The PAF monitoring system 
conducts regular and periodic monitoring 
at  the CO, PO and PAF levels. PAF adopts 
parti cipatory planning, monitoring and 
evaluati on to ensure parti cipati on and 
inclusion of the poor in their development 
acti viti es. A system of public auditi ng and 
public display of community sub-project 
informati on is mandatory.
A display board with all relevant 
informati on of the project is required to 
be set up at each project site. The project 
is regularly inspected by PAF offi  cials and 

H. Partnership and
Collaborati on
PAF believes that to alleviate poverty 
partnerships are very signifi cant. It is 
imperati ve to join hands with like-minded 
agencies to support those poorest be able 
to create a dignifi ed livelihood. Therefore, 
PAF gives top priority for partnership 
and collaborati on with diff erent agencies 
(Governmental and Non Governmental) at 
the central and at the district level.

local bodies. A Portf olio Manager, who is 
based at the programme district, monitors 
the project implementati on on a regular 
basis.
An annual report is made public to inform 
the general public about the programmes 
and acti viti es of Poverty Alleviati on Fund. 
A dynamic website (www.pafnepal.org.np) 
provides informati on about PAF.



Which are our current
programme areas?

Beginning from the Fiscal Year 2004/05 
(2061/62), PAF started programme 
implementati on in six districts (Siraha, 
Ramechhap, Pyuthan, Darchula, Kapilbastu 
and Mugu) and expanded its coverage 
to another 19 districts from Fiscal Year 
2005/06 (2062/63). This included Achham, 
Baitadi, Bajhang, Bajura, Dadeldhura, 
Dailekh, Dolpa, Doti , Humla, Jajarkot, Jumla, 
Kalikot, Mahott ari, Rasuwa, Rautahat, Rolpa, 
Rukum. Sarlahi and Sindhuli - covering all of 
the 25 districts belonging to the Category 
C- ranked by Central Bureau of Stati sti cs 
(CBS) based on 28 poverty related social-
economic indicators.
Beginning from the fi scal year 2008/09 
(2065/66), PAF initi ated its programme in 
an additi onal 15 districts - Okhaldhunga, 
Bara, Khotang, Salyan, Saptari, Udayapur, 

POVERTY ALLEVIATION FUND PROGRAMME DISTRICTS

Solukhumbu, Sindhupalchowk, Panchthar, 
Dhanding, Taplejung, Parsa, Bardiya, 
Dhanusha and Terhathum. Since Fiscal 
Year 2012/13, PAF expanded its coverage 
to additi onal 15 districts - bringing the 
total number of districts to 55. These new 
districts are : Dolakha, Myagdi, Gulmi, 
Bhojpur, Surkhet, Nawalparasi, Morang, 
Lamjung, Arghakhanchi, Nuwakot, Gorkha, 
Banke, Sunsari, Dang and Kailali.

Besides  working in these regular 
programme districts, PAF is implementi ng 
innovati ve programmes in a few districts 
under a separate criteria to develop 
replicable innovati ve initi ati ves to reach 
the poor. Under this window, PAF support 
proposals meriti ng special considerati on 
owing to excepti onal needs in a given 
context or demonstrati ng innovati ve ways 
to improve livelihoods and reach the 
targeted groups.

PAF covers 58 Districts:
55 Regular & 3 Innovati ve Programme Districts

Initial 6 Programme Districts (FY 2004/05)
Additional 19 Programme Districts (FY 2005/06)
Additional 15 Programme Districts: PAF II, Phase I (FY 2008/09)
Additional 15 Programme Districts: PAF II, Phase II (FY 2011/12)
To be Covered as Poverty Pocket Programme Districts



Areas covered by
the Community Sub-Projects
To receive assistance from the Fund, a 
project proposal prepared by the community 
organizati ons should be submitt ed to the 
Fund. The proposals may cover the following 
areas:
I . Income Generati on: Agriculture, 

Vegetable farming, livestock rearing, 
craft  based traditi onal skills, trading, 
service industries including eco tourism 
etc, that help to increase the income of 
the communiti es.

2. Skill Enhancement and Awareness 
Programme: Programme that improves 
the skill or knowledge of the community, 
such as basic health and literacy. Legal 
procedure, latest agriculture practi ce, 
forest improvement/management, 
micro- enterprises, horti culture 
practi ces, livestock management etc, 
also fall into such programme.

3.  Infrastructure projects identi fi ed by the 

communiti es include:

a.  Social Infrastructure: Basic health, 
drinking water, sanitati on, primary 
educati on, water supply etc.

b. Economic Infrastructure: Community 

 micro-irrigati on, community forestry etc.

c. Common Service related Infrastructure: 

 Agro-processing unit, agro-marketi ng 
etc.

d. Innovati veTechnicalProposals:

 Innovati on in ti me saving technology, 
proven improved crop producti on 
techniques, micro-irrigati on techniques 
like drip irrigati on etc.

e. Multi  - Community Infrastructure:

 Agriculture roads, community irrigati on, 
trail improvements, culvert, suspension 
bridge, truss bridge, short distance cable 
etc.



Selecti on Criteria for the Community Sub-projects
To qualify for funding, community sub-
projects should not contain elements from 
PAF’s negati ve list. Such as, faciliti es which 
do not increase the producti on of the poor, 
resett lement and constructi on on private 
land, acti viti es that could damage the en-
vironment and cultural property and pro-
jects within the boundary of the Nati onal 
Parks. In additi on, the following criteria are 
taken into considerati on while assessing a 
proposal.

A.Target Related:
• Community sub-projects must be 

demand-driven, prepared through 
parti cipatory approach and should 
benefi t at least 80 per cent of the 
targeted communiti es-poor woman 
Dalit and Janajati .

• Must ensure acti ve parti cipati on of 
targeted communiti es.

• Project must increase the employment 
opportuniti es for the targeted 
communiti es.

• All the benefi ciary households 
must parti cipate in sub-project 
identi fi cati on, design, implementati on, 
monitoring, supervision, operati on and 
maintenance.

B.Technical Soundness:
• Project should be either included in  the 

VDC or DDC plan or should be eligible to 
be included in the VDC or DDC plan at a 
later date.

• Priority would be given to rehabilitati on, 
extension, modernizati on or upgrading 
existi ng schemes rather than building 
new ones.

• Community must have capacity for 
the implementati on, operati on and 
maintenance of the project.

• Project should be technically feasible 

and sustainable.
• Necessary economic, technical and 

insti tuti onal arrangements must be 
made for the successful constructi on, 
operati on and maintenance of the 
project.

C. Financial Appropriateness:
• Benefi ciaries must agree to contribute 

at least 20 per cent of the total cost of 
the community infrastructure related 
project in cash, kind and labor while for 
income generati ng acti viti es, they must 
contribute at least 10 per cent.

• The project cost should be directly 
proporti onal to the size of the benefi ciary 
community. The cost of the sub-project 
should not exceed NRs.5,500 per capita.

• Benefi ciaries must ensure operati on and 
maintenance of the sub-project.

• Project’s working procedure must be 
transparent and cost eff ecti ve.

D. Environmental Related:
• The environment screening process must 

be adopted for each community sub-
project proposal.

• People should not be involuntarily 
 displaced.
• There should not be any dispute (either 

individual or public) on land, building and 
other project resources.

• If the project resource is land, no land can 
be purchased and acquired without the 
consent of its owner and there should 
not be any plan to uti lize disputed lands.

• Project should not aff ect the environment 
adversely.  If there is any negati ve impact, 
the project must indicate its appropriate 
remedy.



Partnership with COs

PO Selecti on Criteria
The Partner Organizati ons render 
social mobilizati on, technical assistance 
and facilitati on service to Community 
Organizati ons. 
The following are the criteria for the 
selecti on of POs:
• The Partner Organizati on (PO) should 

be duly registered as per the country’s 
prevailing legal norms.

• The consti tuti on of the PO should clearly 
refl ect PAF’s objecti ves.

• The PO should have well organized book 
keeping system, account balance sheet, 
independent audit system, and account 
statement acceptable to Poverty 
Alleviati on Fund.

• The PO should possess enough human 
resource capacity to implement the 
programme and, if it does not posses 
enough human resources, it should 
produce evidence of its ability to acquire 
the required human resources.

• PO should have a minimum of two years 
track record and experience of working 
in proposed area.

The community organizati on should be duly registered with PAF as per the prescribed 
format before seeking fi nancial assistance. The following are the criteria of registrati on 
with PAF:

• Should fall under PAF’s criteria and 
defi niti on of poor community through 
techniques like social mapping, social 
assessment and well being ranking.

• The CO should implement programmes
 with the parti cipati on of the targeted
 communiti es-poor woman, Dalit and
 Janajati s.
• The CO should be responsible for its 

fi nancial transacti on.
• The CO must keep records of its acti viti es 

and should disseminate informati on to 
members and the general public.

• The CO should clearly menti on its stated 
objecti ve and working procedure along 
with the name of the positi on holders 
and bank signatories.

• The key positi ons- the Chairperson, 
Secretary and Treasurer-should be 
fulfi lled by the Dalit, Janajati  and 
women members.

Selection criteria of Partner 
Organizations 
-  Duly registered
-  Two years of proven track record/ 

experience 
-  Must be working locally
-  Parti cipati on of the target group
-  Proper accounti ng system
-  Financially sound 
-  Not affi  liated with any politi cal parti es

• Should not have affi  liati on to any 
politi cal party and should not be 
involved in any form of discriminati on 
on the ground of sex, religion, caste or 
creed.

• PO should have ample experience of 
working with various communiti es and 
groups. It should produce evidence of 
carrying programmes in a sustainable 
way.

• Should have the capacity to gain trust 
of and produce positi ve impact on the 
target communiti es.



With 12 years of experience on the ground, PAF’s current 
priority include:

 Expansion and deepening of PAF programme in remaining new VDCs in 
programme districts

  Develop acti vity based pocket area for market linkages and economic growth

  Insti tuti onalizati on of community organizati ons as co-operati ve or other forms of 
insti tuti on as per their decision and link with fi nancial insti tuti on and markets

 Establishment  and operati onalizati on of District Poverty Alleviati on Coordinati on 
Committ e (DPACC)

  Strengthen Revolving Fund Management and Linkages with fi nancial insti tuti ons

 CO graduati on and exit strategy

  Capacity building and legalizati on of the community organizati ons 

 Special package programme for the marginalized, ultra poor and left -out 
communiti es to link with value chain

  Co-ordinati on and collaborati on with other agencies to bring discernible impact in 
considerably less ti me

  Improve nutriti on with diversifi cati on of product for consumpti on

  Improve the results and impacts with visibility by linking with nati onal poverty 
monitoring system

 Strengthen Operati on and Maintenance System of Infrastructure (Link Users 
Group with DDCs/Line  Agencies)

 Earthquake response programme in 14 districts

 Programme to address peri urban and urban poverty

 Mainstreaming of PAF programme with local development planning
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