AGRARIAN REFORM AND RURAL DEVELOPMENT IN NEPAL

EXECUTIVE SUMMARY


Nepal is a landlocked country situated between the two most populous countries of the World – China and India. Despite its relatively small size it is a very diverse country in terms of both agro-ecological and socio-economic conditions. Over the millennia it has evolved different farming systems. As these systems integrate crop and livestock productions, they use forest products also in the process. Thus, while optimizing use of the available natural resources these systems tend to be of subsistence type given the remoteness of the production units from market. These factors have also contributed to shaping of the natural resource management policies and programmes in Nepal.

A confluence of the traditional inequality in the distribution of cultivable land, extremely limited scope for expansion of the cultivated land, excessive dependence on subsistence agriculture for livelihood, failure of the non-agricultural sector to create significant employment opportunities– all amidst fast growing population, over a long period of time is at the heart of the widespread poverty, especially in the rural areas of Nepal. 

I.
Policy and Legislative Initiatives

The overarching policies adopted by the country are liberalization, privatization and decentralization. However, to address the issues related to inequality in the distribution of productive natural resources a few specific policy and legislatives initiatives have been taken. 

To reduce inequality in the distribution of agricultural land a Lands Act, 2021 (1964) is being implemented from as early as 1964. This act fixes ceilings on the land an individual can own, protects the right of tenants by registering his or her name in the owner’s deed itself, fixes rent on agricultural land and does away with the traditionally very high interest rates in rural loans. This law has been amended six times. Most important among them are the fourth and the fifth amendments. The fourth amendment has made a provision of apportioning 50% of the land hitherto cultivated by a tenant between the tenant and the land owners to ensure that the tenants become the owners of cultivated land. In the same amendment a provision has also been made to provide credit facilities to the tenant should s/he be interested in buying the owners' share also. It came in to force in January 1997. The Fifth Amendment that came in to force in 2001 has reduced the ceilings as summarised below while retaining the provision of the Fourth amendment.

Table -1: Land Ceiling prior to and after the Fifth Amendment of the Lands Act, 2021
	Region
	Land Ceiling before and after the 5th  amendment (in Hectares)

	
	Before (per household)
	After (per adult)

	
	Agricultural Land
	Homestead
	Total
	Agricultural Land
	Homestead
	Total

	Tarai and Inner Tarai (Plain region)
	16.4
	2.0
	18.4
	6.77
	0.68
	7.45

	Kathmandu Valley
	2.7
	0.4
	3.1
	1.27
	0.25
	1.52

	Rest of Nepal (Hills and Mountain)
	4.1
	0.8
	4.9
	3.56
	0.25
	3.81


Source Ministry of Land Reform and Management (2006)


Two-thirds of Nepal’s total geographic area consists of rugged hills and snow capped mountains. The country's has almost no scope to bring new areas under cultivation without serious environmental risks. Even if all the cultivated land of a little over 2.5 million hectares is equally distributed among the nearly 3.4 million farm households a family will not have more than 0.8 hectares. This in itself is a serious constraint.

The above constraint vis-à-vis the earlier mentioned complex farming systems have meant dependence of the rural households on forests as well as cultivated land. Considering these realities also, policies have been made to allocate parts of forest lands as Community and Leasehold Forests for creating opportunities for forest based income and employment. The Forest Act, 2049 (1993), which continues to hold forests as state property, has made provisions to hand over management of some of the potentially productive forests to the near-by communities themselves. In addition to this allocation, patches of forests are allocated to specifically targeted groups of poor households residing in the nearby areas on a long term lease of 40 years. 

The above initiatives increase access to land to the peasants. In addition, the Country has approved some other laws which also have bearing on their livelihood. Examples of such initiatives are the following.

· According priority to agricultural uses over electrical, industrial, navigational, recreational and other uses and recognizing water users’ groups as legal entities in the Water Resources Act, 2049 (1992).
· Enactment of a law to prohibit the use of Kamaya (bonded labourers) and provisioning for fixation of minimum wages for agricultural labourers in 2001.
· Devolution of authorities on a number of development issues including some of the quasi-judiciary authorities to the self-governing entities at the village and district levels through a Local self-Governance Act, 2055 (1999)
· The Country’s Civil Code has also been amended to enable women to have share in parental properties. 
The above examples of legislative initiatives have far reaching policy implications. To address gender inequality in the ownership of land a specific provision is being made since the last two years in the annual Finance Acts to waive 20% of the registration fees when lands are registered in the name of women. 
II.
On-going Programmes
The objective of the above policies and legislative changes is to reduce inequality in the distribution of agricultural lands, improve access to other natural resources and ultimately, to contribute to poverty alleviation. Most of them have built-in gender consideration. A number of specific programmes are under different phases of implementation to translate the above legislative and policy initiatives.
A Community Forestry Development Programme is under implementation for nearly three decades. Similarly, a Leasehold Forestry Programme is also under implementation for over a decade now. An overwhelming majority of the existing irrigation systems in Nepal are being managed by the users of these systems themselves. Programmes with different nomenclature and geographic and technical scopes are also under implementation in support of this traditionally existing practice, apart from giving it legal backing. To improve access to energy in the rural areas a Biogas Support Programme that provides cleaner energy while still supplying organic fertilizer is also under implementation.
A number of agencies of His majesty’s Government of Nepal are implementing these and many other closely related programmes. The assistance and support of many bilateral and multilateral development partners of Nepal including international non-governmental organization has been very useful in their implementation. Similarly large number of national and local level non-governmental and community based organizations are collaborating in the process. 

A programme to resettle the freed Kamaiyas (bonded labourers) was implemented by providing some land that was available. Since the availability of additional cultivable land is limited a new programme to provide long-term (15 years) low interest (3%/year) loan to the remaining Kamaiyas has also started.

III.
Results and the Lessons learned
In terms of their effect and impact, the available evidence indicates that the proportion of people below poverty line decreased in the eight-year period from nearly 42% in 1995/96 to 31% in 2003/04. There is a general decrease in the level of inequality despite the fact that penetrating implementation of the provisions of the Fourth and the Fifth Amendments of the Lands Act will still take some more time.
Over 1.5 million rural households, which is almost half the total number of agricultural holdings of the country, are participating in the management and benefits sharing from the community managed forests in varying degree (Table- 2). Since the Leasehold Forestry Programme is still to expand and intensify the number of specifically targeted poor household is expected to gradually increase. Yet the available evidence suggests that this programme has been successful in contributing to poverty reduction apart from improving the environment.
Table – 2; State Forest Handed over to Users as Community and Leasehold Forests
	Tenure Type
	Forest Area (Ha)
	Coverage in terms of the number of:
	Ecological Zones

	
	
	Districts
	Groups
	Households
	

	Community forests
	1,186,652
	74
	14,248
	1,637,613
	All

	Leasehold forests
	11,024
	30
	2,476
	18, 308
	Mid-hills and Inner Tarai


Source: Department of Forests (2006)


Nepal’s experience in the implementation of the various successful programmes related to agrarian reform and rural development indicate that patience and perseverance with uninterrupted commitment over a long period of time is essential. For a least developed country like Nepal where the budgetary resources of the Government is limited sustained commitment and long-term support of external development partners plays important role in materialising the national commitment and efforts. The experiences of the Community and Leasehold Forestry Development Programmes, the Biogas Support Programmes are good examples in these aspects.
IV.
Current and New Priorities 
Poverty alleviation will continue to be the sole overall goal of Nepal. A large major of the decrease in poverty observed earlier is attributed to remittances from the able bodied youths who have migrated outside the country in search of employment. As indicated above a number of new legislative and policy initiatives have been taken in reducing inequality in the distribution of agricultural land and to increase access to other productive natural resources to specifically targeted rural poor. Support is being provided by Nepal’s development partners in some of them. The remaining areas also need urgent long-term support to make a dent in the inequality and poverty front in a sustainable way. In deed, the assistance in these on-going efforts of the Government which have hitherto systematically by-passed development partners’ attention will have significant multiplier effects in those areas also where they are already actively engaged. 

Systematic implementation of the various equality promoting provisions made in the amended Lands Act, 2021 (1964) through inter alia, consolidation of land title papers of individual owners to identify and assess area of land that is still above the legally permitted ceilings, effective apportioning of the land between the tenants and the land owners; provisioning of credit support to landless through land bank are examples of such initiatives. The experience, however, indicates that significant external support will still be needed in effectively implementing the provisions of many of these laws and to up date them to address issues that may emerge as implementation progresses. While the annual amount needed for most of these activities may not be high development partners’ commitment to continue support over a long period of time (spanning over a decade) will be a critical requirement to achieve their objectives and to make these programmes sustainable. The following specific additional programmes are of high priority and require early implementation. A brief outline of each of these proposals is presented in the main report.
1
Support to establish and strengthen Land Bank

2
Support for improvement of the livelihood of the Agricultural labours.

3
Support to Strengthen Rural and Agricultural Cooperatives
4
Expansion and Strengthening of the Leasehold Forestry Sub-sector.
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