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Executive Summary

Forests compete with other land uses. Forest products also compete with other products. Since forests provide a variety of forest services such as watershed benefits, climate mitigation and adaptation, biodiversity and aesthetic value as public goods, profit maximizing entities cannot capture total benefits from the retention of the forests. Therefore, forests tend to decline in area and quality in most of the developing countries.

Since forests provide multiple benefits (both of private and public good nature) to multiple interest groups, they have a multiple constituencies. Moreover, all most all of the forests of Nepal are owned by the state, and those that are managed by the communities are also regulated by the government. Therefore, the way government operates and creates enabling environment for its management and utilization and trade will have implications on the extent and conditions of the forests. In other words, governance at the higher and middle level matters more in what happens in the field.
The value of forests in terms of global carbon sequestration, and adaptation has recently increased. The recently completed Copenhagen accord also highlights the importance of forests in climate mitigation. About 17 percent of Global Green House gas (GHG) emission is supposed to be due to global deforestation and degradation. Therefore, global interest in Reduced Emission from Deforestation and Degradation (REDD) has increased. In this context, the World Bank has created a Forest Carbon Partnership Facility (FCPF) to assist developing countries in getting ready for further financing under REDD mechanism. The FCPF has the objectives of building capacity for REDD in developing countries of tropical and subtropical regions, and of testing a program of performance-based incentive payments in some pilot countries, on a relatively small scale, in order to set the stage for a much larger system of positive incentives and financing flows in the future. Nepal is one of the 37 developing countries which are to benefit from FCPF, and has now initiated the preparation of Readiness Preparation Proposal (RPP). The Ministry of Forests and Soil Conservation (MFSC) is the lead institution to undertake this responsibility of REDD in Nepal. The REDD Readiness proposal comprises of three phases: (a) preparation of RPP, (b) policy reforms and pilot investment, and (c) expanding it through fund or market mechanism. 

The RPP as proposed by the Bank has six components to be prepared by the Ministry through its REDD Forestry and Climate Change Cell.  One of the four sub-components of “Prepare the REDD Strategy” (Component two) comprises of quick assessment of land use, forest policy and governance pertaining to major land use trends including deforestation and forest degradation in the country. This study was carried out to cover the subcomponent of second chapter of RPP.

Since this study is a quick assessment of land uses, policies and governance related to forestry sector of Nepal, we reviewed the available materials from different sources, prepared a check list to collect information on some practical aspects of governance in Nepal, and interacted with some knowledgeable persons who are still working in forestry and related fields of Nepal. Short time did not permit us to be exhaustive in analysis and discussion. Nevertheless, we have been able to assemble data and information which will be useful for the preparation of RPP.
The paper is organized into eight sections. After the introduction, the second section deals with the analysis of land use and forest cover change in Nepal. Limited yet old data and conflicting information on land use hampered us to provide the exact scenario of land use and forest cover change in Nepal. Nevertheless we can observe major changes in forest land use in four different physiographic regions of Nepal. As per the study, the highest rate of deforestation is in the Terai. The hills are recovering and in many cases, the rate of forest degradation has reversed due to the implementation of community forests and out migration of people to urban areas and Terai. The third section deals with the drivers of deforestation and degradation in different regions of Nepal. We use the Geist and Lambin (2002) model to explain the major proximate and underlying drivers (causes) of deforestation and degradation in Nepal. The fourth section analyzes various components of governance that influence the conservation and mismanagement of forests in Nepal. The fifth section analyses the strengths and weaknesses of various policies and plans with regard to better forest management and carbon mitigations. The sixth section aims to highlight some of the past and on-going non-REDD activities of Nepal. Similarly, the seventh section deals with some successful lessons from past forestry experiences. The final section presents the policy gaps in wider context, and how those gaps could be mitigated.
Historically, forests of the hills of Nepal have been used heavily during the unification of the nation. Whatever forests we have now in the hills is the residual area, after the productive land has already been converted to agriculture field. The forests of the Terai have been gradually converted into agriculture area, initially by the decisions of the government to resettle migrants from India and hills of Nepal. Subsequently, these forests have been treated as frontier areas, and are still the target for conversion to farm and infrastructure development. Since the forests of Terai and Siwaliks are highly valuable, they are legally and illegally logged for profits. Siwaliks are geologically fragile lower hills and still significant parts of it are still under forests. The mountains have high forests but are over used for household consumption and illegal export to Tibet.

The latest national forest inventory was taken in 1994.  Out of the total area of 14.7 million hectares (ha), 21 percent of Nepal is under agriculture. About 7 percent is under Non-cultivated Inclusions. Grassland covers about 14 percent. Rocks and snow cover about 18 percent of the land. The remaining or 5.8 million ha or 40 percent of total land area is still covered with forests and shrubland.  Unless explicitly mentioned otherwise, we collectively define forests as composed of forests and shrubland. Region wise, Terai has now only 8.4 percent of forests.  Hills have the largest or 35.3 percent of forests. Siwaliks contain about 22.8 percent of forests area, and the mountains (including high Himal) have 33.5 percent of total forest area. As per the forest inventory of 1994, the highest rate of deforestation was in Terai (1.65%), followed by Siwaliks and High Himal. However, the degradation in the Siwaliks appears to be increasing as mentioned by Signum (1999). Recent regional level studies have shown that the deforestation rate in the Terai has reduced to 0.6 percent per year. Countrywide, the degradation is about 8 percent per year for whole Nepal. The latest information on land use and forests cover are not available. Land use and forest related data are scanty, old and contradictory.
Causes of deforestation and degradation are diverse, complex and act in various combinations or synergies in different geographical locations. Therefore, reversing deforestation and degradation is complicated by multiple casual factors including conversion for agricultural uses, infrastructure extension, wood extraction, agricultural products and energy prices, and a complex set of additional governance and place specific factors. Ostrom (1990) and Deacon (2004) identify institutional vacuum and weak governance as the primary cause of deforestation. Our study confirms that weak institutional arrangement, lack of accountability feedback both in governance and market, and high opportunity cost of forest land lead to higher level of forest depletion. About 22 percent of forests of Nepal are managed by communities and another 15 percent by the state as protected areas. The remaining 63 percent of the forests is legally owned by the state but not effective institutional arrangements are in place to regulate the use, protect the forest, and exclude the non users. Hence, they are de facto open access resources. They are the primary areas of deforestation and degradation. On the other hand, de jure and de facto institutional arrangements can induce the reduction of forest harvest by 14 percent as shown by Edmonds (2002). 

Based on several studies carried out in Nepal and beyond, and our detailed discussions with Nepali stakeholders, the following causes appear to be the most important factors in explaining the process of deforestation and degradation in Nepal. The proximate causes can be categorized as (a) agricultural expansion, (b) commercial and household wood extractions, (c) road (infrastructure) construction, (d) wild fire and grazing, and (e) mountain topography, fragile geological condition and its associated natural calamities. The important underlying cause are (a) opportunity cost of forest, economic policies related to public investment, pricing policies of forest products and agricultural crops, market failure, frontier expansion, and poverty, (b) governance issues including corruption, land reform, institutional vacuum of forest management, law enforcement and judicial delays and confusions, property rights etc, (c) social and cultural factors such as rent seeking behavior, and attitudes towards public property. Conventional wisdom highlights poverty as an important driver of deforestation and degradation, but Chomitz et al. (2007) mention that governance and topography constitute the most important variable in explaining the process of deforestation and degradation in developing countries.

These drivers have differential impacts on different regions of Nepal. For example, most of the forests of the hills have been allocated as community forests managed by local people. They are comparatively better managed: deforestation and degradation has in fact been reversed. Several case studies have shown that the forest condition in the hills has significantly improved even though forest users are also extracting forest products for their benefits. In many cases, the number of trees on private land has also increased. Thus, these forests and trees must be sequestering more carbon than emission. 

On the other hand, the forests of the Terai and Siwaliks are receding both in terms of area and quality, mainly due to the lack of appropriate institutional mechanism to manage them. Even though, GON owns those forests and has more staff to protect and manage them, they are, in reality, open access forests, and hence prone to deforestation and degradation. Opportunity cost of retaining them as forests also appear to be high in the Terai. We do not know much about the condition of the forests of the mountain, as not many studies have been carried out about these forests. Acharya (2003) quotes some authors who suggest that degradation exceeds deforestation in the mountains. The major source of degradation in the mountains are excessive use of timber as shingles for house or Goth construction, smuggling of timber to Tibet, heavy lopping of oak trees for livestock fodder, and fire to induce flush of green grass for livestock. 

Following Ostrom (1990), we consider governance as an overarching institutional arrangement, which regulate human behavior, and ensure accountability feedback. The nature of governance will influence policies, and the implementation of polices will have repercussions on operational activities. Since, policies are embedded in governance, and operational activities are embedded in the policy arenas, governance, policies and operational activities are interrelated. In a better governed forest management systems, each of the levels provides feed back to one another and accountability and transparencies are ensured. This ultimately leads to better forest governance and hence healthy forests. However, in the case of Nepal, most of the global indexes of governance indicate that most of the components of the governance such as accountability, transparency, participation, effectiveness and legitimacy in law enforcement are weak. This is further exacerbated by the fact that Nepal is still in transitional state, now in the process of crafting of a new constitution.
We took transfer of the senior and mid level staff as a proxy indicator for transparency and accountability in forest governance. This is a measure of how managerial, and in the Nepali context, the political discretion and authority are exercised in making decisions. The permanent secretary in forest administration is annually changed by the cabinet, and the senior forest management officials are also very frequently changed by their supervisors. This indicates lack of institutional memory, commitment in policies and implementations, and mismanagement of human resources. The number of forest offences has also increased over time, indicating the difficulties of law enforcement in the field. 
The second proxy variable is the allocation of financial resources to the forestry sector. Although the absolute allocation of fund for forestry sector appears to be increasing, the relative share of the total budget has shrunk to 1.2 percent from 1.4 percent within the last 4 years. Moreover, the capital or development budget for the forestry sector has started to decline over the last six years. Most of the DFOs do not have even vehicles to patrol the forests or to provide services to the villagers.

A cursory look at the variety of stakeholders involved in forestry sector indicates that with the establishment of multiparty system of governance in 1990, their number has increased. Similarly, District Forest Coordination Committees have been constituted in different districts, but their quality of interactions has yet to be assessed.  Regular workshops and interactions are held on community forestry, and a mechanism seems to be developing to get feedback to improve community forestry policies based on field experience. However, the high level Forestry Sector Coordination Committee meeting chaired by the forest Minister has not been held for the last nine years.
The forestry sector is also marred by the opaque regulatory and fiscal policy. The procedure for the sale of the forest products has remained the same for the last 50 years. Permits are required to harvest trees, transport logs, saw the timber and transport the timber. Each of the truck loads of timber is checked by police, forest officials, custom and many informal parties while in transit. There are varieties of government and quasi-government bodies involved in the harvest, sale and distribution of forest products. The government has fixed an administrative price (royalty) for each of the forest products of each species. The fixation of royalties, trade and marketing of forest products are not transparent. As mentioned before, forests of protected areas have been conserved in the Terai and Siwaliks. About 4,000 army personnel extensively patrol the national parks and reserves. The direct cost of protection and opportunity cost (access control) of these protected areas is very high. Similarly, forests managed by different communities such as community forests, leasehold forests and collaborative forests are in better condition than the so-called government-managed forests. The better management of these forests is mainly due to the clear policy formulation and implementation in the case of community forests and protected areas of mountains. Based on the experience, we can say that the following policies appear to be working better in the Nepali context:

Policy Formulation and Planning Process

· Top down approach has a little success. Home grown innovations based on searching by the local stakeholders become more successful in containing deforestation and devising governance modalities.

· No single solution or model fits all physiographic zones. Community Forestry is relatively a success story in the hills, but it is a contentious issue in the Terai. Distant users of the south, the communities living along the sides of east-west high way, and the people living in the Siwaliks have not yet developed a modality of forest governance and management in the Terai and Siwaliks. This is one of the major area of conflict in forest management in the Terai and Siwaliks.  Similarly, consultative platforms have not been created for finding out a better governance structure to manage the mountain forests.

· Policy formation based on practice and piloting reduces the transaction cost of implementation. Thus, this way, the policy making becomes more effective. “Policy declaration” without consultation and practicing it in the field does not produce the desired results in Nepal.

Organizational Structure and Functioning Mechanisms

· Decentralization of forest governance is essential for success. Stakeholders at the grassroots’ level have better “time and space” knowledge of the site, and are better able to resolve collective problems in the forestry sector.  
· Hierarchical organizational setup and culture have a limited success in forest conservation. 

· Foresters working as advisers rather than policing the forests appear to be more successful. Team building with local people’s organizations and other stakeholders at the village and district levels bring effective forest conservation.

· Foresters should not only be involved in technical forestry, they should also be involved in designing and implementing institutional innovation. Institutional innovation is necessary to promote technical improvement in forest management. 

· Forestry programs should tie up with livelihood including food security promotion. This allows local people to own the forestry program. Since many poor and excluded groups reside in the rural areas, they should be properly represented in forest management and most of the benefits from the forestry program should accrue to them.

Implementation of Plans, Programs and Projects 

· Bottom up planning and participatory approach are effective means to improve forest condition, and strengthen rural livelihoods.
· Collaboration between and among government and non-governmental organizations, grass root institutions, and private sector provide effective synergy.
· Findings of monitoring and evaluation have been utilized for learning and further improvements of successful policies and programs.
The following strategic options have to be undertaken to mitigate the gaps in policy and implementation: 

· Multiple macro political and economic factors and forestry related regulatory and fiscal policies are at work triggering deforestation and degradation in Nepal. Prominent among them are prevalence of weak governance at the political level followed by weak institutional arrangements to manage the 63 percent of forest land. Too much of political interference in the transfer of forestry staff can reduce trust among field level stakeholders. Dangi et al. (2008) propose the following institutional modalities for better forest management in Nepal:

· Autonomous partnership: Private Forestry, Community Forestry (CF), Pro-Poor Leasehold Forestry (PPLF), and Collaborative Forest Management (CFM);

· Nested partnership: Pro-poor activities inside CF and CFM; CF management practices within CFM;

· Regulated partnership: Industrial Leasehold Forest (ILF), Religious Forest (RF), Buffer Zone Management (BZM), and Conservation Area Management (CAM);

· Restricted partnership: Residual Forest Management (RFM), and National Parks and Reserves.
Institutional options to manage the residual forests (so called Government-managed forests) can be through of in terms of the above options. Similarly, the role of TCN and FPDB has to be considered in terms of the above options.
· The National Parks and Reserves of the Terai and Siwaliks are still managed under ‘fences and guns’ approach. This model of conservation initially innovated in the USA to conserve Yellow Stone National Park is extremely costly and may not be the optimum strategy to conserve biodiversity in Nepal. The interface between the Parks and people need to be expanded and deepened so as to bring win-win situation in the Terai and Siwaliks. The other models of conservations as practiced in the hills and mountains of Nepal could be the centers of learning for designing alternative models of conservation in the Terai and Siwaliks.
· The regulatory and fiscal policies in the harvest, trade, value addition and transport of forest product are arcane in Nepal. Not much reform has been made in forest product marketing over the last 50 years. Administered prices, and permit regimes, and opaque marketing are the characteristics of forestry trade and value addition in Nepal. Major policy and operational reforms are essential to rectify these problems so that forestry contributes to poverty reduction, climate change, and broad based national development. A study on the marketing of timber and other forest products is essential to understand the causes, magnitude and extent of transaction costs and rent seeking in each nodal points of market chain. Since this trade is invisible and complex, some sort of intelligence and investigative type of research is needed rather than the regular study.
· Policies emanating from other sectors sometimes conflict with the policies promoting forest conservation. The Mines and Mineral, Water Resources, Public Roads, and Petroleum Acts, and the Local Self Governance Act and policies emanating from economic and labor sector directly conflict with the Forest Act and Regulations. Synchronizations and harmonization of these policies are necessary to promote forest conservation and management.

· The central level Forestry Sector Coordination Committees and district level Forest Sector Coordination Committees should be revitalized so as to promote discourse and discussion on forests and their use among various stakeholders. This can set the stage for policy ‘muddling through” so that the disagreements among various stakeholders are gradually reduced the transaction cost of policy implementation is drastically reduced. In this connection, interactions among communities living in Siwaliks, people living on both sides of East-West high ways, and distance users of the South should be promoted to resolve forestry and watershed related problems of the Terai and Siwaliks. 
· Forest enterprises should be promoted as the condition and management of forests improves. This way, the local people can get more benefits in terms of employment and income.

· Most of the development or capital budget of forestry sector has come from donors. The percent of total budget allocated to the forestry sector has been declining over the years. Most of the forestry projects are funded by bilateral donors. However, parallel organizational structures of these projects have raised ownership issues and over dependence on donors. Duel organizational management of these projects have reduced institutional memory and increased dependency. Hence, they are unsustainable. The government should provide more resources for the management of these forests, and the organizational arrangements should be stream lined. Program mode of forestry development should be promoted rather than the project modality. GoN, MFSC, DoF, DFOs, Nepali NGOs and civil society organizations should take more leadership and management responsibilities in forestry program design and implementation.
· Nepal ranks 57 out of 88 countries on the global hunger index (Dhital, 2010). The government has predicted that food shortage would amount to 400,000 tons in this year. Since food security is becoming a major issue in Nepal due to low productivity of agriculture area, land reform is essential to bring about technological innovation in agricultural area (Basnet, 2010). Although farm areas are legally owned by private owners, most of these lands in the Terai are still managed by absentee landlords, and the local tenants cultivate them. This creates a principal agent problem and provides disincentives for both the principal (landlord) and the agent (tenant) to invest on productivity enhancement investments. Land reform along with consolidation of small holdings would lead to enhanced agricultural productivity and employment opportunities. Otherwise, more pressure will spill over to the forested areas of the Terai and Siwaliks. Policies need to be harmonized so that food security, forest and water conservation, and climate change are jointly considered. In this connection, strategic choices should be made on the following questions:

· How much of forest area should be retained as forests?
· How should the encroached forest area of about 90,000 hectares be allocated for different uses?

· What should be the basis of land use choices in the Terai and Siwaliks? What are the tradeoffs among carbon content, financial return, and employment creation from per unit of land in the Terai and Siwaliks?
· A quick assessment can be made regarding the net benefits of REDD investment in Nepal. Dangi et al. (2009) reviews the costs and benefits of REDD in Nepal. We need to look at the costs and benefits of REDD in the four physiographic regions of Nepal. There are three types of costs associated with REDD, and they are (a) opportunity cost, (b) transaction cost, and (c) implementation cost. We think that administrative cost is a component of implementation cost. The benefit is the carbon locked up in biomass and soil of forests. From the REDD point of view, it does not matter where that carbon is located. Its unit value will be same anywhere in the world. So, the optimum strategy of REDD is look for the most efficient and effective way of retaining carbon in the forests. Average cost of REDD seems to be the highest in the Terai, followed by Siwaliks, and Mountains. The hills seem to have the lowest average cost of REDD. From the benefit perspective, the highest growing stock of carbon (or biomass) per unit area seems to be located in Terai, Siwaliks and mountains. The lowest stock of biomass or carbon per unit area seems to be in the hills. Based on this quick assessments, we can say that the highest average payoff from REDD investments would be from the hills followed by Siwaliks (watershed benefits are also the highest), mountains, and the Terai. More detailed cost and benefit assessment need to be carried out to assess the average and marginal net benefits from REDD investment in these four physiographic regions.
1. Introduction
Nepal’s landscape and forest endowment reflect the topographic and physiographic diversity, intermixed with the mosaic of agriculture farming with forests in between. Farming, forests and livestock rearing have traditionally been integrated, but now with demographic pressure, and market penetration, the dependence on forests for livelihood is receding in and around urban centers. In the hinter land, fuelwood and other biomass still provide 96.5 percent of household energy.
About 85 percent of the total population of about 27 million people still resides in rural areas. Although subsistence agriculture is still the main occupation of about two third of population, their contribution is a meager one third of the total gross domestic product (GDP) of Nepal-indicating that productivity of and thus the returns from agriculture are quite low. Moreover, the distribution of private farms is so skewed that about 60 percent of farmers and peasants are functionally landless. This has compelled many young people to migrate to overseas for employment, and for others either to grab the private land or to encroach the forests in the plain for farming.
Except the private land which is used for farming and settlements, most of the remaining land is owned by the state. The forests, shrubland, rangeland and the snow covered Himalayas are under the purview of public domain. The responsibility of managing these public lands lies mainly with the Ministry of Forests and Soil Conservation (MFSC), which employs about 12,000 civil servants to oversee and manage this public domain.  Some of the National Parks and Reserves are also protected by Nepal Army personals. National forests outside the Protected Area System (National Parks, Reserves etc) are subjected to decentralization by assigning some of the forest tenure rights to local communities. However, about 22 percent of total forests have been handed over to community based organizations for their management and use. Similarly, about 90 thousand hectares (about 15%) of forests lie within the Protected Area System. This means that about 63 percent of the forest of Nepal is under open access regime – government legally owning them and being an absentee land lord, but no effective management of these resources.
Public investments on forest management and governance have been insignificant. The present budget allocates 1.2 percent of total amount (about US$ 46 million) on forestry. Donor’s assistance on forestry had expanded with the implementation of Master Plan for the Forestry Sector (MPFS) since 1988, but it has slowed down since 2006. Still DFID, SDC, SNV, FINNIDA and IFAD are actively engaged in community based forest management, and forest survey and inventory. Project mode of financing, and parallel organizations of forestry projects funded by donors have affected the sustainability of the programs, and low investments by the government. 
Slow economic growth, skewed farm land distribution, low agricultural productivity and political instability have taken a toll on forest resources. Forestry has historically been given low priority by the state. Since the eradication of malaria in 1960s, the forests of low land (known as the Terai) have been gradually converted into agriculture areas. There is a significant migration of people from the hills and mountains to the Terai and Churia hills since the eradication of malaria.  Resettlement programs of the government and voluntary settlement of the migrants from the hills, and build up of physical infrastructures in the forest areas have caused degradation and deforestation in the Terai.
Forests provide multiple goods and services required by the society. Some of these products are exchanged in the market, where as most of the services such as watershed benefits, recreation, climate stabilization, and biodiversity are not marketed. In most of the cases, pubic benefits exceed private good production from forestry management. Since the “Bali Road Map” in 2007, the importance of forests in mitigating global warming and stabilizing the climate change has been officially recognized by the international community (UNFCCC). In fact, forests are both the source and sink of global Green House Gas (GHG) emission. Releasing CO2 by burning forest biomass is one of the sources of global warming. However, since forests sequester CO2 from the air through photosynthesis, it is also an important sink of global GHG.
Burning and depletion of forest biomass is estimated to constitute about 17 percent of global GHG emission. FAO has reported that annually, forest loss is equivalent to about 13 million hectares or about the size of Nepal. On the other hand, retaining forest biomass is the cheapest means of GHG mitigation (Stern, 2007). In addition, forests preserve biodiversity and provide livelihood opportunities and income to many rural households, and a source of revenue to the government. Forests also contribute to adaptation, the other dimension of climate debate. Thus, Reduced Emission from Deforestation and Degradation (REDD) has become an important strategy in mitigating global warming and stabilizing the climate change in UNFCCC.  Measuring carbon locked up in different types of forests and their annual net primary production provides information on forest’s potential to capture carbon per unit area, and hence its capacity to reduce global warming. 
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The Forest Carbon Partnership Facility (FCPF) has been established by the World Bank to assist developing countries in their efforts to reduce their emissions from deforestation and forest degradation. The FCPF has the objectives of building capacity for REDD in developing countries in tropical and subtropical regions, and of testing a program of performance-based incentive payments in some pilot countries, on a relatively small scale, in order to set the stage for a much larger system of positive incentives and financing flows in the future. Nepal is one of the 37 developing countries which are to benefit from FCPF, and has now initiated the preparation of Readiness Preparation Proposal (RPP). The Ministry of Forests and Soil Conservation (MFSC) is the lead institution to undertake this responsibility of REDD in Nepal. 
Figure 1.1: Phases of REDD Mechanism
[image: image1.png](aa3ay-Nn
‘4d24)
ssaujpeay

aa3y

(dI4 ‘agay-Nn)
sjuausanu|
9 suLojay

(9224N0)
Joysep/pund 4A3Y [eq0|9





The Ministry is in the process of preparing RPP. The REDD Readiness comprises of three phases: (a) preparation of RPP, (b) policy reforms and pilot investment, and (c) expanding it through fund or market mechanism. The three phases of REDD mechanism are shown in the above diagram. 
The RPP as proposed by the Bank has six components to be prepared by the Ministry through its REDD Forestry and Climate Change Cell. One of the four sub-components “Prepare the REDD Strategy” (Component two) comprises of quick assessment of land use, forest policy and governance pertaining to major land use trends including deforestation and forest degradation in the country. The REDD cell of the Ministry awarded this assignment to this consortium (NFA, SEEPORT and Green Governance) through competitive bidding.
1.1. Objectives:

This study will look into various issues related to forest degradation and deforestation as specified in the TOR, and as proposed in the proposal. In brief, the following issues will be studied and analyzed:
I. Current problems and the actions undertaken so far 

· Assessing and analyzing major land use trends including deforestation and forest degradation and major governance and legal issues relating to forest and land use rights pertaining to REDD

· Identifying the underlying causes of deforestation and forest degradation in the four main physiographic regions-Terai, Siwaliks, Middle hills and high mountains, considering direct and indirect drivers and factors both within and outside the forestry sector analyzing the lessons learned to date about policies, plans, and actions taken so far, and the challenges and opportunities that currently exist while addressing these drivers in the regions.

· Identifying and analyzing governance issues that have led to deforestation and degradation in Nepal.

II.  Overview of existing agencies (government and non government) in the country and their institutional capacity and responsibilities to address the deforestation and forest degradation.
III. Documenting past successes and failures of policies or measures for addressing drivers of deforestation, identifying significant gaps, challenges, and opportunities to address REDD.  

1.2. Methodology of the Study

An inception report was submitted, and discussion about this subcomponent was held among the REDD cell participants. The objective of the study was reformulated to fit in with the contents and template of the latest RPP structure as laid out by FCPF. A check list to interview the most important stakeholders was prepared, and discussions with them were held to get their insights on land use changes and degradation in four different eco- regions of the country. A copy of the check list, and the name of the people with whom intensive discussions were held is given in annex 1 and 2.
Published and non-published data and papers on deforestation and land use were accessed and reviewed. Information on land, forests, drivers of deforestation and degradation, governance mechanisms and their components were formally and informally discussed and assessed during the course of interview, and on personal level.

An interactive half a day consultation meeting was held in Kathmandu on November 13, 2009. Major stakeholders as identified in consultation with MFSC REDD Cell were invited to share the findings from this study, and also to solicit their views on (a) drivers of deforestation and degradation, (b) policies that induce and reduce deforestation and degradation, (c) governance components which reduce or promote deforestation and degradation in different eco-regions of Nepal and (d) major gaps in information and knowledge. The study team highly benefited from the interaction and the suggestions from the participants of the meeting. The name of the participants attending the meeting is given in annex 3.
1.3. Outline of the Study

This report is organized into eight sections. After the introductory section, the second section presents and analyzes the land use changes and their trends. Data gaps and conflicting information on land use and land use changes including deforestation and degradation hampered the analysis of spatial land use changes over time. The third section analyses the major underlying and proximate causes of deforestation and degradation in different part of Nepal. The fourth section analyses the roles and responsibilities of different organizations and overall governance in the management of land and forest resources in Nepal. The fifth section analyses the strengths and weaknesses of various policies and plans with regard to better forest management and carbon mitigations. The sixth section aims to highlight some of the past and on-going non-REDD activities of Nepal. Similarly, the seventh section presents some successful lessons from past forestry experiences. The final section presents strategic options to tackle deforestation and improved forest governance in Nepal.  
2. Land Use Change and its Trends  

The Central Bureau of Statistics (CBS), which is the government wing to collect, collate and analyze national data on various subjects provides information on three ecological zones of Nepal. On the other hand, Land Resources Mapping Project (1978), and the Master Plan for the Forestry Sector (MPFS, 1988) provide land use and forest information based on five physiographic regions. It is, therefore, difficult to reconcile the data of CBS and LRMP/MPFS over geographical areas. Since the objective of the this study is to document and analyze deforestation and degradation trends, and other attributes based on four eco-regions (Terai, Siwaliks, Hills and Mountains), we provide available data and other attributes based on different divisions of geographical area of Nepal. 

Nepal lies in Hindu Kush region of Asia, and is fraught with fragility, marginality and inaccessibility. The physiographic map of Nepal is presented in Figure 1. The total area of the country is 14.7 million hectares, out of which about 14 percent is the Terai or an extension of the Indo-Gangetic plain. Siwaliks are the first and lowest ridges of Himalayan mountain system, and enclose several inner valleys also known as Duns. Siwaliks constitute about 13 percent of the total area. Both the Terai and the Duns were originally covered with tropical dry deciduous forests, but once malaria was eradicated in 1960, they have been continuously depleted to make room for increasing population, farming, and infrastructural development. Recurring fire, grazing and both legal and illegal wood harvesting have led to increasing degradation of forest stock over time.
 Figure 2.1: Physiographic Regions of Nepal,
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The Middle Mountains (hills) constitute the central part of Nepal, and the landscape comprises of farms and settlements intermixed with patches of forests. Most of the hill forests have now been managed by local communities, and in many cases, the forests are increasing in growing stock. The hills constitute about 30 percent of Nepal. The Terai, Dun and the hills are highly populated. Construction of networks of roads in these highly populated regions has also contributed to the depletion of forests.

The High Mountains constitute 20 percent of the total mass of Nepal. It is scarcely populated but with extensive use of forests. The Himal comprises of about 23 percent of Nepal. Most part of the Himal is covered with snow, and is the centre of global attention because of increasing glacial meltdown due to global warming. The southern part of the Himal region has extensive alpine meadows used for grazing and high value MAP collection.
Nepal is divided into 75 districts. CBS divides Nepal into three ecological zones namely: Terai, Hills and the Mountain. The lower 20 districts encompassing of the physiographic regions of the Terai and Siwaliks are collectively known as the Terai zone. The 39 districts located in the physiographic regions of the Middle Mountains are the hills. The remaining 16 districts covering Himal and some part of High Mountains located on the northern part of Nepal are collectively known as the Mountains.
We compare the land uses of Nepal between 1991 and 2001 based on the three ecological regions of Nepal. The land use of different zones is given in table 2.1.
Table 2.1 : Land Use Change over Time (years) Area in Hectares

	 
	Year 1991/1992
	Year 2001/2002

	Land Use Types (Ha)
	Himal
	Hills
	Terai
	Total
	Himal
	Hills
	Terai
	Total

	Cultivated land (Total)
	207761
	1721450
	1038806
	2968017
	210635
	1798158
	1081987
	3090780

	Non-cultivated land
	494998
	436300
	55600
	986898
	517309
	448491
	64590
	1030390

	Forest (Total)
	233346
	4435809
	1158845
	5828000
	228100
	2890606
	1149494
	4268200

	Shrub
	137800
	511608
	39000
	688408
	167800
	1254178
	138132
	1560110

	Grass land
	132644
	1589278
	35423
	1757345
	137644
	1592093
	36423
	1766160

	Other
	796618
	1667919
	24894
	2489432
	946212
	2024775
	31474
	3002460

	Grand Total
	2003168
	10362364
	2352568
	14718100
	2207700
	10008300
	2502100
	14718100

	Source: Adapted from CBS, 2008, Environment Statistics of Nepal


As can be seen from the table, cultivated area constitutes about 21 percent of the total area. Non-Cultivated Inclusions (NCIs) are the patches of land intermixed with cultivated areas. Most of these inclusions are teemed with trees and grasses. Private trees are also raised on the farm to meet the needs of fodder, fuelwood and timber. Comparison of trees on farm between 1981, 1991 and 2001 (Kanel 1994, CBS 2008) shows that their numbers are increasing over time. An analysis of land holding by owners shows that about 60 percent of the farmers and peasants are functionally landless (Willy at al, 2009). A case study in the eastern part of Terai shows that 16 percent of land owners cultivate their own land, 47 percent are strictly tenants, and the rest cultivate their own and others’ land on tenancy (Sugden, 2009).  The pattern of land ownership and tenancy as studied by Sugden is presented in table 2.2. 
Table 2.2: Percentage of total land under different tenure arrangements in the Terai
	Sample
	% total operated land under owner cultivation
	% total operated land under tenant cultivation
	% Households only engaged in owner cultivation
	% Households engaged in tenant & owner cultivation
	% Households only engaged in tenant cultivation

	Sampled VDCs in Morang
	42%
	58%
	16%
	37%
	47%

	NLSS data from eastern Terai
	70%
	30%
	38.8%
	45%
	16%


Source: Sugden, 2009

Tenancy cultivation reduces incentives to invest on capital investments such as irrigation and land improvement. This is the main reason why agriculture productivity is so low (about 2 MT per hectare per year) in Nepal. Food security is a burning issue in Nepal. Moreover, since about 66 percent of the total population depends on farming (mostly subsistence) generating about 30 percent of total income, forest land of the Terai competes with farming. 
Most of the forests are located in the hills, followed by Terai, near and north of the East-West High way and in Siwaliks. Grasslands are mainly located in the mountains, and cover about 12 percent of total land area of Nepal. Other land use category includes snow cover, rocks, wetland and settlements. They constitute about 18 percent of total area.
National Forest Inventory (NFI, 1999) shows that forests cover about 29 percent of total area of Nepal. Shrublands are mainly located in the hills and the Terai. They constitute about 10.6 percent of total area. Collectively, both of them constitute 5.8 million ha. These forests are distributed across four geographical regions of the country. The middle mountains or the hills have about 48% of the forest area, the plains (Terai) has less than 9%, and the Siwaliks 16 %. The remainder is mainly distributed in the high mountains. Table 2.4 provides the forest area in different physiographic regions of Nepal. In terms of physiographic regions, middle mountains and Siwaliks still have the largest area of forests and shrubland. Terai has the lowest percent of total forest. 
Forests and Shrubland are under the jurisdictions of two public land management agencies: Department of Forests (DoF) and Department of National Parks and Wildlife Conservation (DNPWC), under the Ministry of Forests and Soil Conservation (MFSC). The forests and shrubland under DoF are collectively known as the National Forests, whereas those under DNPWC are known Protected Areas (PAs). Presently, about 15.2 percent of total forest and shrubland is under the PA system ranging from National Parks to Conservation Areas and Buffer Zone. The National Forests under DoF are categorised into five types based on the management rights assigned to different entities. Community Forest User Groups (CFUGs) manage about 21 percent of total forested area. Similarly, leasehold groups manage 0.46 percent of forested area. About 0.2 percent is under Collaborative Forest Management (CFM) regime. The allocation of forests and shrubland under different institutional regimes is given in Table 2.3. 

Table 2.3: Forest and Shrubland under different institutional regimes
	
	Community Forests
	Leasehold Forests
	Collaborative Forests
	Forests Under Protected Areas
	Government Forests or Residual Forests

	Total Area in Ha
	1,229,681
	26,900
	10,676
	887,000
	3,673,981

	Percent 
	21.10
	0.46
	0.18
	15.22
	63.04


Source: Poudyal (2009), CF other data base from DoF (up to November, 2009)

The remaining 63 percent is the residual forest and shrubland, which are legally owned by the government but in reality are open access resources. These are the areas under intense pressure for land use conversion and deforestation, since there is a de-facto institutional vacuum to manage these forests.
2.1. Deforestation and Forest Degradation

A distinction is made between deforestation and forest degradation. International agencies such as FAO and IPCC define forests as those areas with trees, which have more than 10 percent crown cover. If a forest is converted into other land uses, then such areas are deforested. So a forest may range from 10 to 100 percent crown cover. This implies that as the crown cover declines, the level of degradation increases. 
The Department of Forest Research and Survey (1999) defines Forest as “all land with forest cover, i.e. with trees whose crown cover more than 10 percent of the area, and not used primarily for purposes other than forestry. Temporarily clear-cut area that will be planted is also forest area”. Similarly, Shrublands are defined as “same as forest but well defined stems cannot be found”. Shrublands are also assumed to be degraded forests. Acharya et al. (2009) present various deforestation assessment methods practiced in Nepal, which in many cases create some confusions. For example, degraded forest is also considered as Shrublands, which itself are not forests as per the definition of DFRS.
A detailed mapping of land resources for the entire country was carried out by the Land Resources Mapping Project (LRMP, 1984). The survey was based on aerial photography flown in 1978–79, supplemented by extensive field checking and sampling. The LRMP estimated the total area covered by forests and shrubs as 6.3 million ha, including 4.0 million ha in the mountains, 1.7 million ha in the Siwaliks, and 0.6 million ha in the Terai (LRMP, 1986). The maps are on a scale of 1:125,000 for the Terai and 1: 50,000 for the mountain and Himalayan regions.
The latest national level forest inventory (NFI) was conducted by the Department of Forest Research and Survey (DFRS) of the government of Nepal between 1987 and 1998, under the support of the government of Finland. NFI took 1994 as the reference year. The aerial photographs for the Central and Eastern regions were taken in 1992 and rest of the country was flown in 1996. The survey used different methods for different areas. Landsat Thematic Mapper satellite images taken in November–December 1990 and 1991 were used to map the forest cover of 14 Terai and inner-Terai districts. Forest cover data for another 10 Terai and inner-Terai districts was obtained from aerial photo interpretation supplemented by field checking. The forest cover for the rest of the 51 hill districts was analyzed by interpreting a systematic grid of air photo points (DFRS/FRISP, 1999). The aerial photographs used for the survey were at 1:25,000 scale. Acharya (2003) compares the forest area of Nepal within the last 12 year period, and the trend of deforestation in different physiographic regions is given in table 2.4. 

Table 2.4: Change in Forest/Shrub Cover from 1978/79 to 1990/91

	Physiographic Region
	LRMP1978/79 (000' ha)
	Percent
	NFI 1990/91 (000' ha)
	Percent
	Annual Percent Change

	High Himal
	221.8
	6.6
	197.3
	2.2
	-0.97

	High Mountain
	1812.8
	61.3
	1757
	43.7
	-0.26

	Mid-hills
	2203.4
	49.6
	2056.8
	48.1
	-0.57

	Siwaliks
	1476.0
	78.3
	1329.6
	70.4
	-0.87

	Terai
	592.7
	28.1
	487.3
	23
	-1.62

	Total
	6,306.7
	42.7
	5,828.0
	39.6
	-0.66


Source: Acharya (2003)
A comparison of forest and shrubland areas of different physiographic regions of Nepal between 1978/79 and 1990/91 shows that the annual rate of deforestation was the highest in the Tarai (1.6 percent), followed by High Himal and Siwaliks.  However, degradation increased to about 8% per year within the same time period.
Simula (2009) provides the difficulties, challenges and options in defining and operationalizing forest degradation even at the global level. We follow his framework of degradation as presented in figure 2.2
Figure 2.2: Deforestation and Forest Degradation Process
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Forests are turned into other land uses either through infrastructure development or by converting them into farm and resettlement areas through government decisions. The alternate route of deforestation is first through degradation (forest product extraction, excessive pressure on forests due to grazing or fire etc), and subsequently into deforestation. The degraded forests may be converted into primary or secondary forests by reducing pressure through rehabilitation or restoration or through plantations. Most of the degraded forests or Shrublands handed over as community forests have now been converted to primary or secondary forests due to releasing the pressure (fire and grazing) on forests and regulating the use of forest products by the CFUGs. This also means that Nepal’s ecosystems are very resilient as they revert back to more or less original condition as the biotic pressure is released through some short of regulations.
Figure 2.3: Deforestation and Degradation in Nepal
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A forest cover change analysis of the 20 Terai districts was done by MFSC/DoF (DoF, 2005), using two sets of satellite images (Landsat image data from 1991 and 2001). Table 2.5 presents the forest cover changes of these districts within the last ten years. The study showed that the annual rate of deforestation in the Terai was 0.27% compared with 1.6% during the previous decade. Parts of Siwaliks of these 20 districts were covered in the study. 
Table 2.5: Changes in Forest/Shrubland area in 20 Terai Districts
	Land Utilization/Category
	Forest/Shrub 1991 (ha)
	Forest/Shrub 2001 (ha)
	Net Change in Forest/shrub area (ha)
	Rate of change (%)

	Protected Area
	240,367.84
	240,597.63
	229.79
	0.01

	Siwaliks Areas
	651,888.70
	656,120.20
	4,231.50
	0.06

	Plain Areas
	506,657.02
	493,386.97
	(13,270.05)
	-0.27

	Total
	1,398,913.56
	1,390,104.79
	(8,808.77)
	-0.06


Source: DOF, 2005

However, the study did not show any significant change of forest area in the Siwaliks. It may be because some of the forests in project areas such as Dang may have recovered from acute degradation, while forests of other areas of Siwaliks (Kanchanpur, Banke, Parsa and Siraha and Bara) were drastically reduced.
In addition, several sub-national studies have been done on forest cover change in eastern Nepal. Signum GmbH took aerial photographs of three Terai and Siwalik districts so as to assess the level of watershed degradation in Siraha and Saptari districts mainly located in the Terai, and Udaypur district, which is mostly located in Siwalik region. Based on the aerial photographs taken at two different time period, forest degradation has been calculated for these three districts by Signum GmbH in 1999, and is presented below in table 2.6.
Table 2.6: Forest Degradation in Siwaliks and Terai (Area in Hectares)

	Districts
	Undegraded forest
	Degraded Forest/Shrubland
	Total

	
	095/96
	097/98
	095/96
	097/98
	Area (ha)

	
	Area
	%
	Area
	%
	Area
	%
	Area
	%
	

	Siraha
	13,423
	53
	2,250
	10
	12,078
	47
	20,251
	90
	25,501

	Saptari
	14,424
	68
	9,154
	43
	6,864
	32
	12,134
	57
	21,288

	Udayapur Siwaliks
	84,430
	94
	49,492
	55
	5,555
	6
	40,493
	45
	89,985


Source: Signum GmbH (1999)

The table shows that there is a significant (38%) degradation of forests in the Siwaliks. “The forest is not lost at once by large clear-felling, but by a creeping degradation process” (Signum GmbH, 1999). The degradation is mainly attributed to excessive harvesting for fuelwood by household members for trade and commerce (as a source of income), unregulated grazing and fire. Bhattarai (2008) carried out land use dynamics and forest cover change in central Terai district (Bara). According to his study, the major drivers of forest cover change are infrastructure development, settlements and agriculture expansion in the Siwalik, and population growth and forest products harvests in the Terai. Figure 4 presents the pattern of deforestation and degradation in Bara district. As per the analysis, initially there is a loss of forest area, but subsequently the degraded forests are turned into secondary forests. Bhattarai interprets this process as the "Kuznet" phenomenon, which basically suggests that in any developing areas, deforestation initially accelerates and it reaches the maximum. Then, forest restoration proceeds in a positive manner.
Nepal lost 0.57 million hectares of forest area with the last 27 years, between 1964 and 1991, out of which 0.38 million ha was converted into agricultural area, and the remaining 0.19 million was turned into roads and other infrastructure sites (Adhikari, 2002). A study (DFSR, 2002) carried out in two Terai districts showed that 17,614 ha of forests have been lost during 1978 and 1996 in Kanchanpur district. Similarly, Kailali district lost 26,670 ha within the same period of 18 years. Most of the forest areas in these districts were converted to agriculture and for infrastructure development such as roads, irrigation channels, and electric lines. Expansion of river and stream width due to scouring and sedimentation has also taken a toll on forests in these two districts. Currently, the DoF says that nearly 88,000 ha of forests are encroached for agriculture and settlements. About 81 percent of this encroachment is located in 17 districts of Terai, followed by 6 districts in the Siwaliks (16%), and 10 districts in Hills (3%). The extent of forest encroachment in the mountains is not yet studied. The analysis of deforestation and forest degradation shows that the pressure is highest in the Terai region.
Figure 2.4: Deforestation and Degradation in Bara District 
[image: image5.emf] 
Source: Bhattarai, 2008

The high increase in shrubland whilst the overall decrease of forest area gives clear evidence of high rates of forest degradation over the period, although the total loss of forest area was not substantial. In the hills and mountain districts, forest cover declined from 34.2% in 1978-79 to 23.7% in 1992-1996 (a decrease of 2.3% annually). The statistics presented above are official estimates of forest cover changes in Nepal.

The intensity of degradation is high in the residual National forests compared to other forest management regimes. Evidence strongly suggests that once the forest management regime is transferred to effective institutional arrangements such as CFUGs, the degradation and deforestation is substantially reduced. However, it is also argued that the community forests have improved only at the cost of adjacent national forests in several places.
2.2.  Degradation can be reversed: Ecosystem is resilient

If forests are put under effective institutional regime, instead of degradation and deforestation, they increase in biomass and density. A study using sample plot data taken over a four year period (1994-98) showed a 51% increase in stem number and 29% increase in basal area for the most degraded forests once they are handed over to community control (Branney and Yadav, 1998).  LFP carried out a study to gauge the improvement of community forests by forest type and the condition of the forest during 1994 and 2008.
Table 2.7: Changes in growing stock (m3/ha) and volume increment by forest starting condition (1994-2008)
	Year
	All Condition
	1994 Condition
‘Good’
	1994 Condition
‘Average’
	1994 Condition
‘Poor’

	2008
	150
	222
	113
	83

	1994
	178
	224
	166
	113

	Volume Increment (M3/ha/year)
	2.0
	0.2
	3.7
	2.1


Source: LFP, 2008
Table 2.7 shows that average forest grows the fastest, and the good forest the least – net productivity is low due to full stocking or because the harvest is more or less the same as growth.

Table 2.8: Biomass and C-stock by forest type (tones/ha) 1994-2008

	
	All types
	Sal forest
	Katus-chilaune forest
	Pine forest

	
	Biomass 
	Carbon 
	Biomass 
	Carbon 
	Biomass 
	Carbon 
	Biomass 
	Carbon 

	1994 
	193
	91
	242
	114
	199
	93
	143
	67

	2008 
	232
	109
	260
	122
	249
	117
	190
	89

	% change 
	+ 21%
	+ 21%
	+ 7%
	+ 7%
	+ 25%
	+ 25%
	+ 33%
	+ 33%


Source: LFP, 2008

Notes: Includes only ‘tree’ carbon (above and below ground) i.e. not shrubs/litter and soil organic C
Table 2.8 shows that all the forest type of hills under CF management regime has increased their biomass (carbon) significantly, even though there is a variation in both forest types and in the amount of stock during the initial year of measurement. The above tables vividly show that robust institutions or forest governance mechanisms are the necessary condition to reverse forest degradation in Nepal.
In a similar vein, Edmonds (2002) carried out a study of community forests in Arun valley of eastern Nepal. As per his analysis, forest resource extraction is 14 percent lower in areas with CFUGs. This suggests that better institutional arrangements alone can reduce degradation by at least 14 percent.

3. Causes and drivers of deforestation and degradation

Causes of deforestation and degradation are diverse, complex and act in various combinations or synergies in different geographical locations. Therefore, reversing deforestation and degradation is complicated by multiple casual factors including conversion for agricultural uses, infrastructure extension, wood extraction, agricultural products and energy prices, and a complex set of additional governance and place specific factors.
Geist et al (2002) reviewed 152 sub-national case studies on deforestation published in 95 articles, and has identified underlying and proximate causes and their interactions in deforestation in developing countries. Similarly, Pofenberger (2009) enumerates the causes of deforestation and degradation including corruption in Cambodia. Griffin (1991) mentions that deforestation and degradation in the hills of Nepal is a historical phenomena prompted by the process of unification of Nepal. Malaria eradication in the Terai during 1950s has initiated a process of forest conversion into agricultural uses, which is still continuing.  
Forests provide both private and public goods to multiple constituencies, and hence show both market and government failure. Therefore, analyzing the attributes of forests in terms of difficulties in exclusion (characteristics of public good), and non rivalry in use (characteristics of private good), Ostrom (1990) identifies institutional or governance reform as the primary vehicle for forest and other natural resource management. Similarly, Deacon (1994) has identified political uncertainties such as revolutions, insurgencies and political regime changes, and lack of rule of law as the significant factors in explaining the process of deforestation and degradation in developing countries.
We differentiate proximate and underlying causes of deforestation and degradation based on the definition of Geist and Lambin (2004).  Proximate causes are those immediate human activities which are operational at the local level, such as agricultural expansion, directly impacting forest cover. However, underlying causes are the fundamental social processes such as population dynamics, which impact the forest from national or international levels.
Figure 3.1: Proximate and Underlying Causes of Deforestation and Degradation in Nepal
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Based on these above and other studies, and our detailed discussions with Nepali stakeholders, the following causes appear to be the most important factors in explaining the process of deforestation and degradation in Nepal. The proximate causes can be categorized as (a) agricultural expansion, (b) commercial and household wood extractions, (c) road (infrastructure) construction, (d) wild fire and grazing, and (e) mountain topography, fragile geological condition and its associated natural calamities. The important underlying cause are (a) opportunity cost of forest, economic policies related to public investment, pricing policies of forest products and agricultural crops, market failure, frontier expansion, and poverty, (b) governance issues including corruption, land reform, institutional vacuum of forest management, law enforcement and judicial delays and confusions, property rights etc, (c) social as cultural factors such as rent seeking behavior, and attitude towards public property. Conventional wisdom highlights poverty as an important driver of deforestation and degradation, but Chomitz et al. (2007) mentions that governance and topography constitute the most important variable in explaining the process of deforestation and degradation in developing countries.
These drivers have differential impacts on different regions of Nepal. For example, most of the forests of the hills have been allocated as community forests managed by local people. They are comparatively better managed: deforestation and degradation has in fact been reversed. Several case studies have shown that the forest condition in the hills have significantly improved even though forest users are also extracting forest products for their benefits. In many cases, the number of trees on private land has also increased. Thus, these forests and trees must be sequestering more carbon than emission. 

On the other hand, the forests of the Terai and Siwaliks are receding both in terms of area and quality, mainly because of the lack of appropriate institutional mechanism to manage them. Even though, GON owns these forests and has more staff to protect and manage them, they are, in reality, open access forests, and hence prone to deforestation and degradation. We do not know much about the condition of the forests of the mountain, as not many studies have been carried out about these forests. Acharya (2003) quotes some authors who suggest that degradation exceeds deforestation in the mountains. The major source of degradation in the mountains are excessive use of timber as shingles for house and cowshed construction, smuggling of timber to Tibet, heavy lopping of oak trees for livestock fodder, and fire to induce flush of green grass for livestock. Table 3.1 provides the most plausible drivers and synergies of casual factors of deforestation and degradation in different regions of Nepal. 
Table 3.1: Synergies of Driving Factors affecting Deforestation and Degradation
	Attributes/Factors
	Terai
	Siwaliks
	Hills
	Mountains

	Data Availability
	High
	Low
	Medium
	Low

	Estimated D and D
	High
	High
	Negligible
	Low

	Migration
	In Migration High
	In Migration
	Out Migration
	Out Migration

	Construction of Public Infrastructure
	High
	High
	Medium
	Low

	Agricultural Expansion
	Very High
	High
	Negligible
	None

	Local Forestry Institutions
	Few
	Negligible
	High
	Negligible

	Illegal Extraction
	Very High
	Very high
	Negligible
	High

	Forest Fire
	Frequent
	Frequent
	Few
	Some

	Commercial Value
	High
	High
	Moderate
	Moderate

	Community Heterogeneity 
	High
	Medium
	Medium
	Low

	Forest to People Ratio
	very low
	High
	Medium
	High

	Smuggling of timber
	High
	High
	None
	Medium

	Political Agitation
	Very high
	Medium
	Medium
	Low

	Corruption
	Very High
	Very high
	Medium
	Low

	Need for Land Reform
	Very High
	Very high
	Low
	Low

	Natural Factors
	Flooding and Sedimentation
	Soil Erosion and  Sedimentation
	Soil Erosion
	Land Slides

	Park People Conflict
	High
	High
	Low
	Medium


Land has alternative uses. They compete for their uses based on their financial and economic returns.  The demand for land is derived from the demand for food and forest commodities and for environmental services. Therefore, once the relative prices of these products changes, the pressure for land use change also increases. The stagnant productivity of the agricultural land and lack of land reform has put a pressure on forests. The price of agricultural commodities has been increasing faster during the recent years, leading to further pressure on forests. Globally, the price of food has been increasing very fast. In case of Nepal as well, the price of food increased by 19.7 percent over the last three years (Nepal Rastra Bank, 2009). Recently, the price of food commodities in India has increased by 19 percent (Gulati et al, 2009). 
Too much supply of money and credit can also put pressure on forests, as speculators attempt to switch their investment on land. This increases the price of land, and people starts to encroach the forests. Weak law enforcement mechanism further exacerbates the problem. In fact, two day DFO workshop (January 5-6, 2009) held in Kathmandu indentified timber smuggling and encroachment as the major factors of deforestation and degradation in Nepal. Land speculation due to excessive credit supply, as recently reported by mass-media, has also resulted negative effects on forest. 
We can summarize the major drivers for each physiographic region. In the Terai, they are: Illegal forest harvest and corruption, frontier culture (encroachment) and public infrastructure, institutional vacuum, migration, opaque timber trade and food security (land reform). For the Siwaliks, the major drivers are: ill defined land tenure, institutional vacuum, poverty, open access and wood extraction, fire. The major factors for the middle mountains or hills are: roads and infrastructure. Institutional arrangements have reversed the process of forest degradation in the hills. The major drivers for the mountains are: excessive use of timber and fuelwood, smuggling of timber, wild fire and institutional vacuum.
4. The Governance Factors

Nepal is in the process of drafting a new constitution after a prolonged insurgency. The political transition and transformation has not yet been completed, as the constitutional assembly is still deliberating on the nature of state restructuring and the mode of governance.

Some of the international ratings of governance shows that Nepal is weak in terms of legitimacy and effectiveness, transparency, freedom, and doing in business. Table 4.1 provides the recent ranking index for Nepal.
Table 4.1: Governance Ranking of Nepal

	Governance Rating Index
	International Ranking
	Nepal Ranking

	Fragility Index (2008)
	0 to 25; 25 Most Fragile
	14

	Corruption Perception Index (2009)
	1 to 10; 1 Most Corrupt
	2.3

	Freedom House Index (2009)
	1 to 7; 1 free, 7 not free
	4

	World Bank Doing Business Ranking (2009)
· Ease of doing business

· Employing workers

· Paying taxes

· Trading across borders

· Enforcing contracts
	1 to 183; 1 the best
	· 123

· 149

· 124

· 161

· 122


4.1. Land Tenure, Resource Rights and Land Institutions

Agricultural area, which constitutes about 21 percent of total land area, is privately owned. However, records of cadastral survey of these areas and their registration are extremely vulnerable to manipulation. More than 70 percent of legal suites filed in the courts of Nepal are related to land.  Although there are ceilings of land ownership for different regions of Nepal, it has not been legally enforced. Several Land Reform Commissions have been constituted to ensure land redistribution, consolidation of small holdings, and increase agricultural productivity and employment, they have not been successful. This has led to the shift of problem to forest areas, mainly in the Terai and Siwaliks.
Public land including forests, shrubs and rangeland are under the jurisdiction of DoF and DNPWC. National Parks and Reserves of the Terai and Siwaliks are managed by the DNPWC with active patrolling by Nepal Army. They are strictly preserved mainly for biodiversity conservation. Local people do not have any access rights to these areas. Conflicts between the Parks and local community are common phenomena. The direct and opportunity of cost of maintaining them as forests is extremely high. Although Buffer Zone Regulations have a provision of providing 30 to 50 percent of the park and reserve revenue to local communities through Buffer Zone Councils, the councils are heavily influenced by the wardens. Moreover, locking up such a huge resource without any inputs of the local communities in making decisions is a very costly conservation strategy. The other Parks, Reserves and Conservation Areas of the hills and mountains are more people friendly, and the local communities have some access rights over the natural resources of these PAs.
As mentioned before, about 37 percent of total forests and Shrublands are managed under some form of de facto and de jure institutional arrangement. The most successful among these various management regimes is the CFUG managed community forests. Community forestry has reduced deforestation and in many cases, promoted increased biomass production. The other management regimes such as Collaborative Forest Management has been recently piloted in eight districts of the Terai to broaden the participation of distance users and local level political bodies so as to reduce conflicts between the proximate and distance users. Leasehold forestry is a national level program to alleviate poverty and enhance the condition of the forests.

The remaining 63 percent of the forests and Shrublands are officially owned by the government, but de-facto, they remain open access resources. They constitute about 3.7 million hectares, but are mostly located in the Terai, Siwaliks, and mountains. Illegal harvesting and forest encroachment is rampant in the forests of the Terai and Siwaliks. Recurrent fire and unregulated grazing have further retarded the regeneration and growth of these forests. Not much information is available about the forests of the mountains, except that illegal timber export to Tibet from some of the adjacent districts is frequently reported by the media. Some suggest that locals overuse the forests for household consumption, and recurring fire to stimulate the growth of grass for yak and sheep grazing have also taken a toll of forests.
4.2. Transparency, Accountability, Predictability

A multi stakeholder consultative forum on forestry or Forestry Sector Coordination Committee was formed to coordinate the policies and action on matters related to forestry since 1988. However, this committee meeting has not been held since the last nine years. The Ministry of Forests and Soil Conservation, Ministry of Land Reform and Management, Ministry of Local Development, National Planning Commission, and the Ministry of Finance are the government level key stakeholders in the management of forests in Nepal. They need to be involved in the policy coordination and implementation.

Since Nepal is undergoing state restructuring, political parties should also be involved and engaged in how the land and forests should be allocated and managed under which management regimes.

There are donor funded forestry projects operating in specific geographical areas. The project coordination committees meet regularly, but by their very nature, they are more focused on operational issues, and are focused on community and collaborative forestry programs.

National workshops on community forestry are held every four or five years. Recently, an international workshop on community forestry was held in Pokhara. These workshops are more inclusive and provide platforms for reflections and future actions.

Uncertainties in staff mobilization and retention are a serious problem in Nepal. It is more so in the forestry sector. Frequent changes of professional staff hinder the interactions between staff and other forest stakeholders and decision making in the field. Table 4.2 provides the frequency of staff transfer in forestry administration at different levels.
Table 4.2: Frequency of Change and Transfer in MFSC
	Position
	Frequency of changes
	Total

	
	1993 - 2001
	2002 -2005
	2006 - 2009
	

	Minister 
	8
	4
	4
	16

	Secretary 
	5
	3
	4
	12

	Director General 
	4
	3
	4
	11

	DFOs (Terai) 
	Kailali 
	9
	2
	4
	15

	
	Bardiya 
	7
	2
	3
	12

	
	Jhapa 
	8
	1
	2
	11

	DFOs (Mid-hill) 
	Kathmandu 
	6
	2
	2
	10

	
	Gorkha 
	7
	3
	3
	13

	
	Ilam 
	8
	2
	2
	12


Unpredictable change of decision makers hampers trust, reciprocity and reputation among the key actors of forest management. Frequent changes of policy makers and staff at higher and middle level de-motivate field and front line staff, and also reduce the institutional memory of decision making and field execution, ultimately leading to more deforestation and degradation.
Real problem lies on how to manage the residual forests (63%) which are now under institutional vacuum. Without broader consultation with multiple stakeholders of forests and land, and representatives of political parties, effective institutional regimes to manage them cannot be innovated.
4.3. Effectiveness of Law Enforcement Systems 
There are about 12,000 employees under the MFSC. Similarly, about 3,000 staffs are involved in the survey and registration of private land under the Ministry of Land Reform and Management. These ministries are mainly responsible for policy formulation and coordination, and the Departments under them are responsible for program and policy implementation. One of the largest Departments is the DoF, which has about 7,000 forestry staff operating from Kathmandu to patrolling the forests on the ground. The District Forest Offices (DFOs) are responsible for both extension and law enforcements.  They are also involved in the sale of forest products, monitoring of forests and forest products. The DNPWC has about 1,700 staff. The Wardens under the DNPWC enforce laws to protect the National Parks and Reserves. About 4,000 personnel from Nepal Army also protect the National Parks and Reserves of the Terai and Siwaliks (MFSC, 2009). Although these two agencies are responsible for managing 38.6 percent of land, their total budget is 1.2 percent of total budget of Nepal.

The Ministry of Land Reform and Management (MLRM) has two Departments: Department of Land Administration and Management (DLAM) and the Department of Survey (DoS). These two departments are offices in all the districts and the total budget of the budget is less than 0.5 percent (equivalent to US$ 19.6 million) of total budget of Nepal.

The responsibilities assigned to these Ministries and their Departments are significant, but many people have a high grudging against these Ministries and their Department. Since both of these Ministries were originally created to extract revenue and allocate land to various powerful individuals, people’s perception towards them is mixed. Moreover, interactions with several individuals and stakeholders suggest that corruption is prolific among these organizations. 
It is estimated that about 70 percent of the cases filed in the courts are related to private land indicating that legal record keeping and law enforcement are serious problems in the survey, registration, and transfer of land (private). 

DFOs are also responsible for adjudicating cases related to forest offences. Table 4.3 provides the number of cases related to forest offences in different districts.
Table 4.3: Number of Cases Filed in District Forest Offices against Forest Offences
	Fiscal Year 
	Filed 
	Finalized 
	Pending 

	07/08 
	1196 
	372 
	824 

	06/07 
	1203 
	387 
	816 

	05/06 
	1200 
	503 
	697 

	04/05 
	1532 
	655 
	877 

	03/04 
	2962 
	1787 
	1175 


Source: DOF, 2009

The table shows that although more cases have been finalized, the number of cases filed in the DFO has also increased, indicating that law enforcement is a serious issue in forest administration.

4.4. Economic Equity, Incentives, and Rule of Law 

The productivity of agriculture land is very low in Nepal, although majority of the total population lives on farming. Most of the farming areas in the Terai are still under tenant cultivation. Therefore, neither the landlord nor the tenants have any motivation to invest on these lands. Similarly, except for Community Forests, Leasehold Forests and Collaborative Forests, which collectively constitute about 22 percent of total forests and shrub land, the productivity of the remaining National Forests is virtually negative. The residual National Forests under institutional vacuum show absentee landlordism manifesting principle – agent problem, and hence no incentive for better management. Moreover, since the state as the forest landlord cannot oversee the management and communication asymmetries hinder quick decision making, opportunistic behavior and rent seeking mode of forest management is prevalent in these residual forests. 

Table 4.4 presents the pattern of official expenditure on forestry activities over a period of ten years. As per the table, about 90 percent of this budget has been spent on operational cost, and less than 10 percent has been invested in capital investment. Moreover, about a quarter to half of this capital budget is provided by donors. The figure as reported in the following table does not include the donor contribution which they spent directly on activities through various forestry projects. The direct expenditure from the donors is significantly higher than the amount spent through regular government channels. 
Table 4.4: Total Budget and Foreign Aid (in thousand Rupees) in Forestry Sector in Nepal
	SN
	Fiscal Year
	GON
	Foreign Aid
	Grand Total
	Total of capital budget
	Percentage of Capital Budget

	
	
	Current
	Capital
	Total
	Grant
	Loan
	Total
	
	
	GON


	Foreign



	1
	97/98
	659803
	229501
	889304
	111,352
	81,113
	192,465
	1,081,769
	421,966
	54.39
	45.61

	2
	98/99
	777796
	258397
	1036193
	146,877
	75,553
	222,430
	1,258,623
	480,827
	53.74
	46.26

	3
	99/00
	846623
	298454
	1145077
	172,673
	37,332
	210,005
	1,355,082
	508,459
	58.70
	41.30

	4
	00/01
	1066172
	394280
	1460452
	143,585
	26,400
	169,985
	1,630,437
	564,265
	69.87
	30.13

	5
	01/02
	1068425
	479758
	1548183
	21,995
	0
	21,995
	1,570,178
	501,753
	95.62
	4.38

	6
	02/03
	1083350
	302471
	1385821
	302,596
	18,824
	321,420
	1,707,241
	623,891
	48.48
	51.52

	7
	03/04
	1227961
	407529
	1635490
	305,891
	10,676
	316,567
	1,952,057
	724,096
	56.28
	43.72

	8
	04/05
	1512246
	89941
	1602187
	132,607
	2,866
	135,473
	1,737,660
	225,414
	39.90
	60.10

	9
	05/06
	1663039
	59172
	1722211
	51,310
	19,385
	70,695
	1,792,906
	129,867
	45.56
	54.44

	10
	06/07
	1778302
	134893
	1913195
	31,972
	12,175
	44,147
	1,957,342
	179,040
	75.34
	24.66


Source: Annual reports of Office of Auditor General

The project mode of donor support in forestry activities has created a donor dependency on innovation in forestry.  Donor support has significantly increased through NGOs. This has also helped to create and expand alternative institutions to initiate activities in areas linking forestry to livelihood and bio-diversity conservation.
The other significant problem lies in the way forest products are sold and marketed. Government fixes administrative prices (royalties) for the sale of forest products, and these prices do not match to the market prices. The whole chain of forest product marketing is so opaque that ‘invisible’ hand operates in the supply and demand of these forest products. Moreover, multiple government and quasi-government organizations such as TCN, FPDB, DFCC, CFUGs etc are involved in the harvesting and trade of these products. They also set their own prices. Formal and informal taxes proliferate in the trade and transportation of these products. A rapid assessment of the marketing of timber originating from Terai indicated that about 65 percent of the officially marketed timber is used in Kathmandu valley. Moreover, the price of sawn timber in Kathmandu has increased by more than 50 percent over the last year, although the royalty rate of timber has remained the same over the years. For example, one cubic feet of Sal (Shorea robusta) log has a royalty rate of NRs 250 at the stump. There is an additional value added tax of 13 percent on timber sale. However, the market of forest products is so hidden and opaque that once it reaches Kathmandu, one cubic feet of sawn timber costs about NRs 2,200. How many actors are involved in this lucrative trade? Who gets the margin at what locations etc? They have not been studied thoroughly.
Aside from these fiscal and marketing problems, a series of regulatory hurdles in terms of various permit regimes (harvest, transport, multiples checks in route by various state and non-states agencies and individuals) operate in the trade and marketing of forest products. In fact, the forest regulations of 1995 on forest products sale and distribution is the same as the one under the old forest Act of 1961.

The trade and marketing of forest products is so complicated and opaque that traders involved in fair trade hesitate to participate in the marketing of forest products. An in-depth study on the nature and complexity of forest product marketing in general and timber marketing in particular is urgently needed to reform the fiscal and regulatory policies in forestry sector.
5. Policies and Plans Influencing Forestry Outcome

The nature of political regime and formulation of forest policies and plans are intimately related. The forest policy of Nepal can be categorized as Forest Policy before 1957, from 1957 until 1976, from 1977 to 1990, and from 1991 to the present. Before 1951, Rana aristocracy ruled Nepal. The sole objective of the regime was to extract revenue and to maintain law and order. The focus of the then government was on conversion of forestlands to farmlands, and extraction of timber for export to India and to generate revenue to the state. 
Once the Rana regime was overthrown, next step was to reduce the political base of the Rana family and other landed gentry. So, the forests were nationalized in 1957 (Private Forests Nationalization Act, 1957).  The multi-party system of governance lasted until 1961, after which the king ruled Nepal until 1990. From 1957 to 1976, policy-making efforts were oriented towards national control of forests through stringent laws (Forest Act 1961, Forest Protection Special Act 1967) and expansion of forest bureaucracy. This approach failed to contain widespread deforestation and forest degradation across the country. 
Early efforts of the government and donor agencies to rectify accelerated deforestation and degradation and its associated effects of soil erosion/flooding and fuelwood crisis led to the massive launching of reforestation and afforestation programs in the hills of Nepal. Soil erosion and its effects on indo-Gangetic region (up to Bangladesh) and fuelwood shortage were perceived to be the main reason for undertaking extensive plantation programs. These programs were designed to resolve the perceived technocratic problem of deforestation and its associated impacts. They also failed measurably. Nevertheless, these programs and policies paved the way for subsequent initiation of the participatory approach to forest management in the late 1970s (National Forestry Plan 1976, Panchayat Forest and Panchayat Protected Forest Rules 1978, Master Plan for Forestry Sector 1988/Community Forest management) which reversed the trend of deforestation and forest degradation in the community managed forest areas under the aegis of supportive forest policies and legislations. 
With the reestablishment of multiparty democracy in 1991, some new forest policy and legislations have been enacted (Forest Act 1993, Forest Regulation 1995, Forest Policy 2000). In spite of the new policy and legislation, deforestation and degradation is going on unabated especially in government managed forests of the Terai and Siwaliks because the age old concept of preventing these activities only through bureaucratic surveillance (patrolling with armed forest guards) is not enough. The Forest Policy 2000 has recognized the multi-stakeholder’s and multi-actors’ participation in the governance and management of the national forests. However, its effectiveness has been less than desired mainly due to the conflicts of proximate and distance users in the Terai and Siwaliks of Nepal. Table 5.1 presents the sequences of forest policy development in Nepal over a period of time.
Table 5.1: Chronology of Forest Policy Development in Nepal
	Year
	Event
	Effect

	(Autocratic era)
	1925
	Establishment of Ban Jaanch Adda
	· First formal policy and administration

	
	1946 -1950
	1.  Allocation of national forest to the Rana family members as 'Birta land'; 

2.  Clearance of the Terai forest along the border with India for the purpose of settlement; and

3.  Indigenous management system (group efforts) and traditional forest management (Talukdar) practice in the hills
	1.1  Conversion of forest to agriculture land 

2.1  Revenue generation

3.1 Protection of forest land

3.2 Fulfillment of basic needs for fuelwood, fodder and construction wood

	(Post Rev. Era)
	1957
	Private Forest Nationalization Act


	· Indiscriminate cutting of forests

· Conversion of private forest into farm land in the Terai plains

	(Panchayat era)
	1961
	Forest Act
	· Categorization of forest

· Forestry official empowered

	
	1967
	Forest Protection (Special Management) Act
	· Judicial power to forestry officials

· Law enforcement power reinforced

	
	1971
	Forest Products Sales and Distribution Rules
	· Simplify the forest products sale mechanism

	
	1973
	National Parks and Wildlife Conservation Act
	· Categorization of Protected Areas

· Management of Protected Areas

	
	1974
	National Parks and Wildlife Conservation Regulations
	· Provision of Hunting Licenses

· Management of Protected Areas

	
	1976
	National Forestry Plan
	· Recognition of people’s participation in forest management

· Concept of village 'Panchayat Forest'

	
	1977
	Amendment of Forest Act 1961
	· Provision of 'Panchayat Forest' and 'Panchayat Protected Forest'

	
	1978
	Panchayat Forest and Panchayat Protected Forest Regulation
	· Handing over of national forest to village Panchayat (elected village body)

· Formal recognition of rights of local people for forest management

	
	1982
	Decentralization Act
	· Authority to District and Village  Panchayats

· Promotion of User’s Committee concept

	
	1982
	Soil and Watershed Conservation Act
	· Management of Protected Watersheds

	
	1982
	King Mahendra Trust for Nature Conservation Act
	· Management of Conservation Areas



	
	1984
	Private Forestry Rules
	· Promotion of Private Forests

	
	1987
	Revision of PF and PPF Regulation 1978
	· Earning from 'Panchayat Forest' and 'Panchayat Protected Forest' channeled back to the concerned Panchayats

	
	1988
	National Conservation Strategy
	· Conservation strategy of the country

	
	1989
	Master Plan for the Forestry Sector
	· Initiation of program-approach in the forestry sector

· Provision of user’s committees for forest management

· Detail planning and vision developed for each aspects of forestry development


	(Democratic era)
	1993
	Forest Act
	· Extent of quasi-judicial authority of forestry officials reduced

· FUG empowered for forest management

· Act oriented towards people-based management 

	
	1993
	Nepal Environment and Policy Action Plan
	· Polices related to environmental sectors developed

	
	1995
	Forest Regulations
	· Legalization of the process of Community Forestry

· Process of Community forestry outlined

· Forestry staff’s role changed from custodial to facilitation

	
	1995
	Agriculture Perspective Plan
	· Long term plan of agriculture sector developed

	
	1999
	Revision of Forest Act, 1993
	· Control mechanism for violation of Operational Plan by FUGC member developed

· Provision for spending the FUG fund in various developmental activities

	
	2000
	1.  Revision of CF Directives, 1994

2.  Revision of Forest Policy
	· Provision for compulsory inclusion of growing stock of CF and annual allowable cut in Operational Plan

· Collaborative management of national forests on the basis of landscape planning approach

	
	2002
	Revised Forest Policy
	· Management of degraded and open forest areas in the Terai and Inner-Terai regions

	
	2002
	Leasehold Forestry Policy
	· Provision of basis for the handing over of national forests to the private sector in the form of leasehold forests 

	
	2002
	Nepal Biodiversity Strategy
	· Strategies developed to conserve Nepal's Biodiversity

	
	2002
	Leasehold Forest Policy
	· Simplified the process of handing over Leasehold Forests

· Criteria developed for handing over Leasehold Forests

	
	2003
	National Wetland Policy
	· Categorization of wetlands for better management

	
	2004
	Herbs and NTFP Development Policy
	· Provisions for conservation, management and utilization of NTFPs


(Source: NFA, 2008)
5.1. Inter-Sectoral Polices and Plans affecting Forestry Sector
Several periodic plans starting in 1956 which consisted of five or three years periods were formulated which laid emphasis on conservation of ecosystem, production of forest products and development of forest industries, peoples participation in conservation and management of forest resources, increasing income and generating employment opportunities in forestry sector for rural poor people, and reducing poverty through various forest development activities. The current Three Year Interim Plan (2007 – 2010) envisages institutional reform, poverty reduction through employment generation in forestry sector, sustainable management of forests including community forest management, amongst other objectives.

The other policies related to forestry sector are (a) National Conservation Strategy (NCS) 1988, (b) Nepal Environmental Policy and Action Plan (NEPAP) 1993, (c) Agriculture Perspective Plan (APP) 1995, (d) Leasehold Forestry Policy 2002, (e) Nepal Biodiversity Strategy 2002, (f) National Wetland Policy 2003, (g) Herbs and NTFP Development Policy 2004, (h) Terai Arc Landscape Strategy 2004 – 2014, (i) Sacred Himalayan Landscape Strategy 2006 – 2016 and (j) Gender and Social Inclusion Strategy in the Forestry Sector 2004 – 2019. 

The various policies of the forestry sector were formulated with good intention but in the absence of supporting legislations, some of them could not be effectively implemented. Some plans e.g. MPFS could not be effective because most of the major and supportive programs of the plan were either not implemented at all or only partially implemented, besides that MPFS plan period is approaching the end and the next plan is not in sight.
The Interim Constitution of Nepal, 2007 envisages the people as the source of power through decentralization. Article 35 (4) requires the state to pursue the policy of mobilizing the nation’s natural resources and heritage in a useful and profitable manner suitable to the national welfare and Article 35 (5) guarantees the protection of environment, the rare wildlife, forests and the vegetation. 

The other departments (other than DoF) under MFSC have their own legislations. The most important ones are (a) National Parks and Wildlife Protection Act 1973 and its Regulation 1974, (b) Soil and Watershed Conservation Act 1982 and its Regulation 1985, (c) EIA Guidelines for Forestry Sector 1995, (d) Buffer Zone Protection Regulations 1996, (e) Environment Protection Act 1996 and its Regulation 1997 and (f) King Mahendra Trust for Nature Conservation Act 1991. All these legislations one way or other strive for the protection of environment and forest resources.

5.2. Conflicts and Contradictions among Legislations

Several legislations and regulations have conflicting jurisdiction and authority over the use of forest area. We discuss the important legislations, which overlap or sometimes contradict the provisions of forest act. For details of the overlap and conflicts between these legislations, please refer to Chapagain et al. (1999).
· The Local Self Governance Act 1998 has specified the rights of use of forest resources and their duties to protect the environment and forest to the local bodies e.g. VDCs, Municipalities and DDCs in their respective areas. There are overlaps of activities/rights in Forest Act and LSGA, which sometimes invite conflict in forest resource management and use. The most prominent being the use of stones, sands and gravels within and outside the forest areas. Although the Act specifically prohibits the DDC and VDC to use these products from the forest areas, many of these local bodies want these products from forest to be sold by them and use the financial resources for their development. The perceived duel ownership of these products by the DDC and DFO (as per the Forest Act) has created ownership, management, utilization and monitoring problems of forest areas which have plenty of stones, gravels and sand.
· Nepal Mines Act 1966, Mines and Minerals Act 1985 give the authority of extracting and licensing of minerals underneath the land to the Department of Mines and Geology. For small scale mining activities, renewable of mining license is made by the DDC. However, the Forest Act mentions that soil and land under the forests have to be used or conserved as per the Forest Act of 1993. Recently, the construction of infrastructure has boomed in urban areas of Nepal and adjacent border areas in India. This has created a lot of demand for sand, stones, and gravels. Siwaliks hills are being excavated to supply these materials to India. The extraction and unregulated export of these materials have increased so much that the Natural Resources and Means Committee (NRMC) of the Parliament has recently asked the government to stop the export of these materials to India. On the other hand, Stone and Gravels Traders Federation of Nepal has issued public notice
 against the ban on the export of these materials to India on the following premises:
· There is a large demand of stones and gravels in India, and the stone crushers have invested more than NRs 40 billions in this sector, out of which 75% has been financed though loan from various financial intermediaries;

· It provides employment and income to half a million households. The industry generates about NRs 60 billion, and exports NRs 50 billion worth of materials to India, and contributes to about 7% of total GDP of Nepal.
· The government and the local bodies get about NRs 2.5 billion worth of revenue from its taxation annually.
The contradictions between the forest act and these two acts have also accelerated the depletion of forests around Kathmandu, and in Siwaliks. The excavation and extraction of stones and gravels in the Siwaliks has become so haphazard and risky that the NRMC has to take a bold step of banning this activity to save the Terai from sedimentation and flooding during the rainy seasons.

· The Public Roads Act, 1974 gives the department of roads an authority to build roads in the forests. The act also provides the department an authority to excavate and utilize the soil, stone or sand lying nearby roads for construction and maintenance of roads. These rights and authorities conflict with the provisions of the Forest Act.
· Water Resources Act, 1992 empowers the state to use water without affecting the environment. However, the forest act defines forest products as anything including water that lies within the jurisdiction of forest area. This conflict in jurisdiction and authority between the Ministry of Water Resources, and the Ministry of Forests and Soil Conservation has affected the conservation of forest. This conflict of interest will be more pronounced as the government carries out more hydro-electricity dam construction in the mountains and hills of Nepal. The recent expansion of Bardia National Park and the establishment of new Gaurishanker Conservation Area will create a conflict
 with the prospects for a dozen hydropower projects, including the 45-MW Bheri-Babai Multi Purpose Project and 456 MW Upper Tamakoshi Hydro Power project. The acute shortage of electricity will compel Nepal to deforest some areas under these projects. However, on the positive side, if the hydro power becomes plentiful and cheap, some of the people will substitute electricity for fuelwood, which will have a positive effect on forests.
· Nepal Petroleum Act 1983 has the same impact as that of Nepal Mines Act 1966, and Mines and Minerals Act 1985. The Petroleum Act vests the total ownership of petroleum with the Government of Nepal. Thus, the petroleum reserves under the forests will be regulated and licensed by a different agency other than the forestry agency, creating a conflict of interest between these two agencies.

· Fiscal policies of the government in terms of public investment in forestry and subsidy on agricultural inputs (fertilizer, water, insecticides etc.) have implications on forests. Although its effect on food security would be positive. Similarly, 200 percent tax on the export of timber has a negative effect on forest development.

· Energy pricing policies would have effects on the forests as majority of rural households still use fuelwood for household consumption. Similarly, as the income of the people (through remittance etc) increases, they tend to substitute fuelwood for other energy sources, leading to reduced pressure on forests. However, increased income may also lead to the pressure on land for speculative investment.

6. Some non-REDD projects and approaches

REDD is a recent innovation in financing forestry programs. So far, all the forestry and non-forestry projects that have impacts on forest were designed before UNFCCC meeting at Bali. There are some projects and activities which contribute to achieve the objectives of REDD. Some of them could be further scaled up or reformulated so as to more specifically target the objectives of REDD. We present some of the non-REDD projects and activities which are being implemented in Nepal.
National Adaptation Plan of Action (NAPA) Project: Nepal is in the process of preparing NAPA which will enable the country to respond strategically to the challenges and opportunities posed by climate change. At the same time, the Government of Nepal has initiated a number of concurrent activities on climate change. The Government is using the NAPA to provide a basis for the development of a multi-stakeholder Framework on Climate Change Action, ensuring that the NAPA-related stakeholder processes are institutionalized and backed up by dedicated knowledge management and learning platform. In this way, NAPA will form the basis of, and support for, a wider strategy for climate resilient, low carbon development, with which other climate change process in Nepal can be aligned (NAPA Brochure, Nepal, May 2009). 

National Capacity Needs Self–Assessment for Global Environment Management Project Nepal (NCSA): Nepal’s topography and climatic regime makes the country particularly vulnerable to the impacts of climatic changes such as glacial lake outbursts, floods and landslides. These are the main causes of land degradation in the country accounting for 28% of the country, mainly in agricultural, forest and pasture land. The predominantly agrarian-based economy of Nepal thus makes land degradation a top environment and development priority. Land degradation also affects Nepal’s biodiversity which is globally significant with high level of endemism. Combating land degradation is a high priority that is emphasized in all key development policies and plans.  However, the many policies and their supporting regulations are not fully consistent with each other, and the responsible agencies at the national level do not coordinate policy interventions. The objectives of the NCSA are to identify, confirm or review priority issues for action within thematic areas of biodiversity, climate change and desertification/land degradation; to explore related capacity needs within and across the three thematic areas; to catalyze targeted and coordinated action and requests for future external funding and assistance; and to link country action to the broader national environmental management and sustainable development framework (Nepal National Capacity Self – Assessment Report and Action Plan, Dec 2008).

Pilot Program for Climate Resilience (PPCR): The objective of the PPCR is to pilot and demonstrate ways to integrate climate risk and resilience into core development planning, while complementing other ongoing activities. The PPCR aims to contribute to achieving the objectives of the Strategic Climate Fund (SCF) by seeking to provide incentives for scaled-up action and transformational change in integrating consideration of climate resilience in national development planning consistent with poverty reduction and sustainable development goals. 
On-going Forestry Sector Projects concerning forest, biodiversity and watershed conservation, enhancing livelihood opportunities for forest dependent communities, and forest resources inventory. 
Table 6.1: On-going Forestry Sector Projects

	Name of the Project / Coverage
	Objectives of the Project
	Duration
	Donor

	Biodiversity Sector Support Program for Siwalik and Terai (BISEP –ST)

8 districts - Chitwan, Makwanpur, Bara, Parsa, Rautahat, Sarlahi, Mahottari and Dhanusa
	  Promoting good forest governance as a means of enhancing forest and biodiversity conservation

  Enhancing livelihoods opportunities for poor, forest dependent people in the program districts


	1/2007

to

7/2010
	SNV

Netherlands

	Livelihood and Forestry Program (LFP)

15 districts – Bhojpur, Tehrathum, Sankhuwasabha, Dhankuta, Myagdi, Parbat, Baglung, Kapilbastu, Rupandehi, Nawalparasi, Rukum, Rolpa, Salyan, Pyuthan and Dang
	  Enhancing the assets of rural communities through more equitable, efficient and sustainable use of forest / natural resources
	7/2001

to

7/2011
	DFID

	Nepal Swiss Community Forestry Project (NSCFP)

3 districts – Dolakha, Ramechhap and Okhaldhunga (Khotang proposed)
	  Increase income to poor households through the unique promotion of pro-poor forest based enterprises 
	7/2008

to

7/2011

(Phase VI)
	SDC

	Western Terai Landscape Complex Project (WTLCP)

3 districts – Bardia, Kailali and Kanchanpur
	  To establish effective management systems and to build capacity for the conservation and sustainable use of Nepal’s Western Terai Landscape Complex
	8/2006

To

7/2012
	GEF, SNV,WWF/ IPGRI, NARC, LI-BIRD

	Leasehold forest and Livestock Development Program (LFLP)

22 Mid-hill districts
	  Poverty alleviation of mid-hills communities, rehabilitation of degraded forests
	2005

to

2013

(Phase II)
	IFAD

	Technical Assistance for Leasehold Forest and Livestock Program

22 Mid-hill districts with some additional pilot districts
	  To improve the effectiveness of the LFLP and building appropriate institutional and technical capacities and scaling up of the leasehold forestry
	2010

to

2014
	Government of Finland through FAO 

	Terai Arc Landscape (TAL) Program

18 districts (Terai and inner Terai districts)
	  Livelihood support, biodiversity conservation and sustainable forest management
	2007

to

2011
	WWF

	Sacred Himalayan Landscape (SHL) Program

18 districts (Mountain and Mid-hill districts)
	  Livelihood support, biodiversity conservation and sustainable forest management
	2007

to

2011
	WWF

	Northern Mountain Conservation Program (NMCP)

2 districts –Dolpa and Mugu
	  Livelihood support, biodiversity conservation and sustainable forest management
	2007

to

2011
	WWF

	Conservation and Sustainable Use of Wetlands in Nepal (CSUWN)

Koshi Tappu (Sunsari, Saptari and Udayapur) and Ghodaghodi Tal (Kailali)
	  Ensure maintenance and enhancement of wetland biodiversity and environmental goods and services for improved local livelihoods of Nepal 
	3/2007

to

3/2012
	GEF, UNDP

	Forest Resources Assessment in Nepal

Across the country
	  Improving availability of adequate forestry data and its processing for national forest policy development and forestry sector decission making
	2009 

to

2014
	Government of Finland

	Participatory Watershed Management and Local Governance Project

8 Mid-hill districts
	  Participatory watershed management and livelihood improvement of local project
	7/2009

to

7/2010
	JICA


(Source - Foreign Aid Coordination Division, MFSC)

· Note: There are some initiatives (piloting) started by ANSAB, FECOFUN, WWF to assess the carbon sequestration by forests (biomass) and develop assessment methodology.

7. Successful Lessons from Forest Policies and Programs

Based on the above discussion, and an analysis of the drivers of deforestation and governance, we can generalize the following lessons. Strategic options for future improvement are given in the next section.
7.1. Policy Formulation and Planning Process

· Top down approach has a little success. Home grown innovations based on searching by the local stakeholders and with accountability feedback system are more successful in containing deforestation and devising governance modalities.
· No single forestry solution or model fits all physiographic zones. Community Forestry is relatively a success story in the hills, but it is a contentious issue in the Terai. Distant users of the south, the communities living along the sides of east-west high way, and the people living in the Siwaliks could jointly work out a modality of forest governance and management in the Terai and Siwaliks. Similarly, consultative platforms have to be created for finding out a better governance structure to manage the mountain forests.

· Policy formation based on practice and piloting reduces the transaction cost of implementation. Thus, this way, the policy making becomes more effective. “Policy declaration” without consultation and practicing it in the field does not work in Nepal.

7.2. Organizational Structure and Functioning Mechanisms
· Decentralization of forest governance is essential for success. Stakeholders at the grassroots’ level have better “time and space” knowledge of the site, and are better able to resolve collective problems in the forestry sector. 
· Hierarchical organizational set up and culture have a limited success in the forestry sector. 

· When foresters are engaged with in advising rather than in policing the forests, they seem to become more trust worthy to the villagers. Team building with local people’s organizations and other stakeholders at the village and district level can be more effective in forest conservation.

· When foresters facilitate local level institutional building process and provide assistance in technical forestry, chances of better forest management increases. Institutional innovation is necessary to promote technical improvement in forest management. 

· Forestry programs linked to livelihood seem to perform better. This allows local people to own the forestry program. Since many poor and excluded groups reside in the rural areas, they could be properly represented in forest management and most of the benefits from the forestry program should accrue to them.

7.3. Implementation of Plans, Programs and Projects 

· Bottom up planning and participatory approach are effective means to improve forest conditions, and strengthen rural livelihoods.
· Collaboration between and among government and non-governmental organizations, grass root institutions, and private sector provide effective synergy.
· Findings of monitoring and evaluation should be utilized for learning and further improvements of policies and programs.
· Small-scale forest enterprises based on local raw materials further enhances the chances of better forest management. This way, the local people can get more benefits in terms of employment and income.
8. Strategic Options to Tackle Deforestation and to Improve Forest Governance
Multiple macro political and economic factors and forestry related regulatory and fiscal policies are at work triggering deforestation and degradation in Nepal. Prominent among them are prevalence of weak governance at the political level followed by weak institutional arrangements to manage the 63 percent of forest land. Too much of political interference in the transfer of forestry staff can reduce trust among field level stakeholders. 

Latest land use data for Nepal are not available. The land use information of Nepal is virtually non-existent (very old), and if it exists, the data are contradictory or not very credible. The proposed FINNIDA funded project on forest inventory should provide detailed land use and forest cover information at VDC level. This information can then be aggregated at different level to generate information for wider discussion and policy formulation. DFRS should be strengthened so that it could carry out similar work in the future as well.
Areas where robust institutions at local level are working such as in the hills, forests have been conserved, and in many cases the growing stock has also increased, even if some of the biomass is extracted at low intensity level. As Edwards (2002) suggests, per capita extraction of fuelwood also declines by 14 percent in community forests. Workable and viable de-facto institutional arrangements appear to be the necessary condition for halting or even reversing the process of deforestation and degradation in Nepal. Designing new institutional arrangements or governance modalities, or calibrating the existing participatory forest management regimes now in operation in Nepal is essential to better manage the existing 63 percent of forest area (mostly located in the Terai, Siwaliks and Mountains), which until now are exploited as open access resources. Institutional reforms could also drastically reduce the incidence of wild fire and illegal harvesting, as people feel the long term assurance of forest product benefits from them. Dangi et al. (2008) propose following institutional modalities for better forest management in Nepal:
· Autonomous partnership: Private Forestry, Community Forestry (CF), Pro-Poor Leasehold Forestry (PPLF), and Collaborative Forest Management (CFM);

· Nested partnership: Pro-poor activities inside CF and CFM; CF management practices within CFM;

· Regulated partnership: Industrial Leasehold Forest (ILF), Religious Forest (RF), Buffer Zone Management (BZM), and Conservation Area Management (CAM);
· Restricted partnership: Residual Forest Management (RFM), and National Parks and Reserves.

These institutional options could be tested so as to fit the partnership with the prevailing context in each of the physiographic regions. Rigid institutional arrangement should be replaced with flexible arrangements. The role of TCN and FPDB should be sought in the light of above institutional modalities.
Most of the development or capital budget of forestry sector has come from donors. The percent of total budget allocated to the forestry sector has been declining over the years. Most of the forestry projects are funded by bilateral donors. However, parallel organizational structure of these projects has raised ownership issues and over dependence on donors. Duel organizational management of these projects have reduced institutional memory and increased dependency. Hence, they are unsustainable. The government should provide more resources for the management of these forests on program approach basis rather than project basis.
Nepal ranks 57 out of 88 countries on the global hunger index (Dhital, 2010). The government has predicted that food shortage would amount to 400,000 tons in this year. Last year, the shortage was 133,000 tons. World Food Program office indicates that about 3.7 million people are suffering from food security. Since food security is becoming a major issue in Nepal due to low productivity of agriculture area, land reform is essential to bring technological innovation in agricultural area (Basnet, 2010). Although they are legally owned by private owners, most of these lands in the Terai are still managed by absentee landlords, and the local tenants cultivate them. This creates a principal agent problem and provides disincentives for both the principal (landlord) and the agent (tenant) to invest on productivity enhancement investments. Presently, agricultural technology is available but institutional obstacles are hindering their adoptions. Land reform along with consolidation of small holdings would lead to enhanced agricultural productivity and employment opportunities. Otherwise, more pressure will spill over to the forested areas of the Terai and Siwaliks. Policies need to be harmonized so that food security, forest and water conservation, and climate change are jointly considered. The following questions appear to be important in allocating land use in the Terai and Siwaliks:

· What should be the basis for present or future land use allocation? We need to look at this question from the perspective of opportunity cost of forest land, the benefits from carbon, biodiversity, watershed benefits from forests, and the employment generation from unit area of the land.
· Can certain part of existing agricultural land be converted to forestry or agro-forestry purposes? How carbon benefits be transferred to the land owners so that they have an incentive to convert marginal areas into agro-forestry practices?

· What are the threats to existing forest areas, if food security issue becomes more acute?
The National Parks and Reserves of the Terai and Siwaliks are still managed under ‘fences and guns’ approach. Significant areas of forests and Shrublands are locked up for biodiversity conservation. Access of local communities is prohibited, and Nepal Army has been employed to protect them against the local people. This model of conservation initially innovated in the USA to conserve Yellow Stone National Park may not be the optimum strategy to conserve biodiversity. The interface between the Parks and people need to be expanded and deepened so as to bring win-win situation in the Terai. The other models of conservations as practiced in the hills and mountains of Nepal could be the centers of learning for improvement and innovation. The following are some of the issues managing these areas as Pas:
· What are the opportunity costs of these areas to Nepal, and to the world? What is the incremental cost to Nepal? What is the direst cost of protecting them by Nepal army? What are the social costs of exclusion?

· Is single use of forest better conserve biodiversity or multiple uses? How local communities be involved in decision making of and benefit sharing from these areas?

· How long these areas can be protected by army? What is the planning horizon of management?

Significant amount of income, revenue and employment could be generated from the better management of forests, and the utilization of forest products. The regulatory and fiscal policies in the harvest, trade, value addition and transport of forest product are arcane in Nepal. Not much reform has been made in forest product marketing over the last 50 years
. Administered prices, and permit regimes, and opaque market are the characteristics of forestry trade and value addition. Major policy and operational reforms are essential to rectify these problems so that forestry contributes to poverty reduction and broad based national development.
Market works only if the rules for transactions are transparent, and if they are effectively and efficiently enforced. The regulatory provisions in the trade and marketing of forest product are so opaque and non-competitive that most of the transactions are made under ‘invisible hands’. This has expanded rent seeking options at every node of market and value chain. The forgone benefits from this regulatory and fiscal policy are extremely high. Creation of transparent and competitive marking of forest products will also create better incentive for forest management. A study on the marketing of timber and other forest products is essential to understand the causes, magnitude and extent of transaction costs and rent seeking in each nodal points of market chain. Since this trade is so invisible and complex, some sort of intelligence and investigative type of research is needed rather than the regular study
Nepal is undergoing fundamental changes in state restructuring and democratization. The states or provinces under the federal set up will have more power and authority to manage natural resources including forest resources. Administrative organizations including that of forestry have also to be reorganized to cater to the demands of the decentralized units.  Therefore, the forest agency needs to be reinvented so that it becomes more effective, transparent, accountable and responsive. Further decentralization of forest administration should be guidelines for improved governance in the forestry sector. Such an agency should also be capable in monitoring and evaluation of forestry program so that necessary reform becomes an inbuilt mechanism of institutional and technical innovation.
Policies emanating from other sectors sometimes conflict with the policies promoting forest conservation. The Mines and Mineral, Water Resources, Public Roads, and Petroleum Acts, and the Local Self Governance Act and policies emanating from economic and labor sector directly conflict with the Forest Act and Regulations. Synchronizations and harmonization of these policies are necessary to promote forest conservation and management.
Once the institutional vacuum to manage forests is put in place and regulatory and fiscal policies are reformed, technological innovations in forestry can further productivity enhancement. Sustainable management of forests and the value addition of forest products can provide income and employment to the people who need not be engaged in illegal forest harvesting. 
Forests provide multiple functions and thus have multiple stakeholders. Each of these stakeholders has to work in a coordinated fashion at different levels so that conflict is minimized and synergy is produced. Therefore, multiple stakeholders should strengthen their capacity across vertical/horizontal levels of governance.  In this context, the central level Forestry Sector Coordination Committees and district level Forest Sector Coordination Committees should be revitalized so as to promote discussion about forests and their use among various stakeholders. In the case of Terai and Siwaliks, interaction platforms comprising of communities from Siwaliks, people residing along the East-West High Ways, and the so called distance users could be formed so that they collectively share their views and facilitate them to innovate and experiment institutional innovation in managing the block forests of the Terai and Siwaliks
. This can set the stage for policy ‘muddling through” so that the disagreements among various stakeholders are gradually reduced the transaction cost of policy implementation is drastically reduced.
A quick assessment can be made regarding the net benefits of REDD investment in Nepal. Dangi et al. (2009) reviews the costs and benefits of REDD in Nepal. We need to look at the costs and benefits of REDD in the four physiographic regions of Nepal. There are three types of costs associated with REDD, and they are (a) opportunity cost, (b) transaction cost, and (c) implementation cost. We think that administrative cost is a component of implementation cost. The benefit is the carbon locked up in biomass and soil of forests. From the REDD point of view, it does not matter where that carbon is located. Its unit value will be same anywhere in the world. Average cost of REDD seems to be the highest in the Terai, followed by Siwaliks, and Mountains. The hills seem to have the lowest average cost of REDD. From the benefit perspective, the highest growing stock of carbon (or biomass) per unit area seems to be located in Terai, Siwaliks and mountains. The lowest stock of biomass or carbon per unit area seems to be in the hills. Based on this quick assessments, we can say that the highest average payoff from REDD investments would be from the hills followed by Siwaliks (watershed benefits are also the highest), mountains, and the Terai. More detailed cost and benefit assessment need to be carried out to assess the average and marginal net benefits from REDD investment in these four physiographic regions.
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Annex 1: Checklist for interview and interaction 

1. Problem Analysis and  Actions Taken
· Documents and Publications related to deforestation and forest degradation  
· Technical definition of forest from FAO and IPCC, National Forest Inventory, Department of Forest Survey

· Difference between forest land and shrubland (technical definition of Shrubland).

· In 1978, LRMP defined forest and Shrubland as: What about NFI and Department of Survey.

· What are the current land uses trends particularly deforestation and forest degradation in Nepal?

· Official deforestation (encroachment) rate in every year including road, school, electricity, campus etc.  [Separately of Terai, Siwaliks/Churia, mid-hill and mountain]

· Sources for further information 

· How do you measure the type of forest degradation? [Estimated guess]—Decrease in Crown cover, loss in forest stock, Decrease in density, increase in the number of weedy species or alien species etc?

· What are the causes of deforestation and forest degradation and their extent?

· underlying causes and proximate causes 

· What are the legal issues relating to forest policy and land use rights?

· How many infrastructures and other destructions in districts during last insurgency period? (get the full data from the Department of Forests – I think it is in the Forest Protection Section)

· Existing law enforcement system and its effectiveness.

· status of armed forest guards and their arms (Status for arms and ammunition from DoF )

· Detailed breakdown of Development and admin budget including foreign aid and revenue [from timber, sand/stone/boulder of DOF, DWNPC and MFSC [annually from last five years]

· Annual timber harvesting/sell amount of TCN and FPDB and revenue collected during last five year

· Cases of forest  offences under DOF (including all districts) during last five years including finalized and pending

· Trend of transfer/change [Minister, secretary, DG and DFOs of key districts] over last 10 years

· Enabling environment for forestry officials to enforce law (difficult or easy, why, which ones are easier and other not so easy ……etc) 

· Annual report of DOF and DWNPC

· Challenges and opportunities [future perspective] in addressing underlying causes of deforestation and degradation.

· Internal and external factors related to future forest management, deforestation, degradation.

· Existing mechanism of coordination in policy processes relating to land use decisions.

· FSCC meetings: frequency, date of last meeting

· Coordination status among MFSC and MLRM [Freed Kmaiya and Haliya's issues] and other infrastructure development agencies. How many hectares of forest distributed (this information from the Ministry of land reform). How many Kamaiyas yet to be resettled?

· District administration and DFO

· Contradiction between MLD/DDC and MFSC/DFO and Department of Mining example: auction/royalty from sand, stone and gravels 

· Contradiction between LSGA and Forest act.

· Historical perspective of trends in deforestation and forest degradation.

· Record of deforestation and forest degradation over last decades

· Record of land distribution by various commissions.

· Efforts made for addressing those issues of deforestation and forest degradation in the past.

· List of efforts

· Roles of local partners and international funding agencies in reducing deforestation and forest degradation.  

· Forestry related projects, their numbers, and nature over last 20 years.

· Total MFSC and DOF budget and foreign contribution (get also a paper from Mr. Hari Har Sigdel published in a journal)

· Critical areas or gaps in current forest and land use policies.

· Unclear or undefined roles and responsibilities in case of forest offences for different agencies: like: SFDP, CFUGs, 

· Gaps and how to remove the gaps? Who is prime responsible?

· Why it is so difficult to reduce deforestation and degradation

· Who (organizations) supports and who does not?

· Knowledge gaps in addressing the issues of deforestation and forest degradation. Get feedback from officials and others on the following (related to gaps)

· Exposure, skill, opportunities and constraints to acquire, internalize and utilize knowledge 

· Minimum support and recognition to use knowledge

2. Institutional capacity and responsibilities  

· Project steering committees: frequency of meeting, date of last meeting 

· FSCC: frequency of meeting, date of last meeting

· Revision process of different guidelines (CF guideline, NTFP guideline) focusing on wider consultation

· Consultation in REDD process focusing on wider consultation

· Regional planning/monitoring meetings and their processes focusing on wider consultation

· Royalties (same within the whole country) and pricing of the forest products by different agencies e.g. DFO, TCN, CFUG, forest product development board

· Price of food products during last five years (marketing division of Ministry of Agriculture, Nepal Rastra Bank) 

· Volume of food (percentage) purchased by Nepal Food Corporation annually 

· Volume of LPG and Kerosene sold during last five years (Nepal Oil corporation)

· Status of market institutions, fee and taxes: 

· Controlling mechanism of forest theft and encroachment – who else should be involved and how? Only the responsibility of DFO or of district admin, police, political parties, civil societies? Who else should be involved in controlling forest theft, encroachment, deforestation and degradation 

· National forestry strategy plan:

· Revision of Master plan for forestry sector

· New formulation of forestry sector strategy plan

· What next

· Inclusive structure of CA and parliament; and the sub-committee of CA i.e. Distribution of natural resources and its benefits [ask Somat and Hari Rokaya]

Assessment on quality of forest and land administration

	Parameters
	Willingness
	Capacity
	Effectiveness
	Corruption Control

	Vigilant/cautious
	
	
	
	

	Quick response
	
	
	
	

	Facilitation and negotiation 
	
	
	
	

	Decision making
	
	
	
	

	Coordination and collaboration
	
	
	
	


Three categories of responses: high, medium and low
Assessment on the basis of following documents:

· Working procedure of DOF, 2061

· Good governance act

· Rights to information bill

· Civil service bylaw

	Level
	Accountability
	Responsiveness

	
	Provision
	Practice
	Provision
	Practice

	Upwards
	· Participatory planning process

· Transparent and inclusive decision making system
	
	· Timely preparation of district forestry plan in participatory way
	

	Downwards
	· Management of quick service providing mechanism

· Transparent and inclusive decision making system

· Internalization and operationalization of right holders and duty bearers concept
	
	· Citizen charter and nodal officer

· Public auditing

· Information sharing mechanism
	

	Horizontally 
	· Optimum and productive use of available resources
	
	· Communication and consultation with other line agencies (police, admin, warden, DSCO, LRO etc) in addressing the issues of deforestation and forest degradation
	


 [Consultation with DFOs, RDs, DGs and Forest Secretary]

3. Non-REDD on-going activities

· Are there any past and/or on-going activities that contributed the objectives of REDD? 

· If yes, what are those activities?

· How those activities have contributed the objectives of REDD?

Annex 2: Names of interviewed person

MFSC:

1. Surya Prasad Joshi, Chief, Foreign Aid division, MFSC

2. Ram Prasad Lamsal, Chief, Monitoring division, MFSC

DOF:

1. Madhav Acharya, DG, DOF

2. Gopal Kumar Shrestha, DDG, DOF

3. Harihar Sigdel, DDG, DOF

4. Braja Kishor Yadav, DFO, Kathmandu

DFRS:

1. Sahash Man Shrestha, DG, DFRS

2. Prakash Mathema, DDG, DFRS

DWNPC:

1. Gopal Prasad Upadhaya, DG

DSCWM:

1. Bharat Prasad Pudasaini, Acting DG

FECOFUN:

1. Dev Bahadur Knuwar, FECOFUN

2. Chup Bahadur Thapa, FECOFUN

3. Jog Raj Giri, FECOFUN

NEFIN:

1. Pasang Sherpa, NEFIN

2. Khim Ghale, NEFIN

3. Lhakpa Nuri Sherpa, NEFIN

4. Yogeshwor Rai, NEFIN

TCN:

1. Shambhu Pd Mainali, TCN

FPDB:

1. Sumeshowr Nath Upadhaya, FPDB

I/NGO and Project:

1. Ambika Regmi, Chief, BISEP-ST

2. Peter Braney, DFID/LFP

3. Santosh Nepal, WWF/TAL

4. Dinesh Karki, WTLCP

5. Eak Raj Sigdel, WTLCP

6. Basan Shrestha, WTLCP

Other civil society:

1. Hari Roka, CA member

2. Somat Ghimire, Community Development Organization

Annex 3: Participants of consultation workshop
	SN
	Name
	Designation/ organization
	Remarks

	1
	Sahas Man Shrestha
	DG,DFRS
	

	2
	Jaganath Koirala
	Project Manager, WTLCP
	

	3
	Sunil K pariyar
	DANAR-Nepal
	

	4
	Gopal Pd Upadhya
	DG,DNPWC
	

	5
	Shiva raj Bhatta
	DNPWC
	

	6
	Harisharan Luintel
	RECOFTC
	

	7
	Madhav Acharya
	DG, DOF
	

	8
	Yam Prasad Pokhrel
	DFRS
	

	9
	Bishnu Pd Acharya
	Member, NFA
	

	10
	Rajan Regmi
	Treasure
	

	11
	Bimal Kumar Acharya
	Member, NFA
	

	12
	Jeevan Kumar Thakur
	DFO, Rupandehi
	

	13
	Shambhu Prasad Dangal
	Forest Action
	

	14
	Peter Branney
	LFP
	

	15
	Raj Kumar Dulal
	DANAR
	

	16
	Jagadish Chandra Baral
	MFSC
	

	17
	Subhadra Khadka
	NEFUG
	

	18
	Somat Ghimire
	CDO
	

	19
	Rajesh Sada
	NFA
	

	20
	Eak Bahadur Rana
	ICIMOD
	

	21
	Ashmita Mishra
	HIMAWANTI
	

	22
	Govinda Poudel
	NFA
	

	23
	Ram Asheshwar Mandal
	REDD Cell
	

	24
	Ambika Prasad Regmi
	BISEP-ST
	

	25
	Keshav Raj Gautam
	DFRS
	

	26
	Gopal Gautam
	DFRS
	

	26
	Shiva Khanal
	DFRS
	

	27
	Sabitri Aryal
	DFRS
	

	28
	Sharad Kumar Baral
	DFRS
	

	29
	Shantosh Bikram Shaha
	NFA
	

	30
	Keshav Raj Kanel
	NFA
	

	31
	Kuldip Poudel
	NFA
	

	32
	Nagendra Prakash Regmi
	NFA
	


Phase 1: Initial support for national REDD strategy development (REDD Readiness) financed by voluntary contributions, grants FCPF 


 Phase 2: Financing linked with performance in the implementation of the national REDD strategy and reforms 


 Phase 3: Financing instrument rewarding performance in Quantified forest emission reductions and removals against agreed reference levels (Market based mechanism). 
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� Kantipur National Daily (January 3, 2010)


� Kantipur National Daily (January 3, 2010)


� From discussion with Mr. Santos Nepal, WWF/Nepal office 


� This is also the idea proposed by Mr. Hari Rokka, a member of Constitution Assembly.
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Agriculture expansion

Encroachment

Resettlement -Gov 

 Shifting Cultivation

Forest product extraction

Commercial/ TCN/Private etc  

HH –Subsistence

Forest fire

 Grazing

Demographic factors

 Population increase

 Migration

 Population distribution

Education/Skill

Infrastructure development

 Road, High tension strips

 Maoist Cantonment 

  Public services(Schools, colleges, Universities)

 Private -Hydro, Mining etc)

 Urbanization / Industrialization 

Proximate  cause

Underlying causes

Economic factors

Poverty

 Market penetration

 Trade/commerce

 Economic Structure

 Pricing policies-royalties etc

 Hiking food price

  Land scarcity/  Speculation 

Other Factors

Geological Fragility

 Topography

Natural calamities

Invasive species

Widening of the rivers/sedimentation

 Insurgency/Armed Groups

 Political transition 

Governance Factors

 Institutions

 Rule of Law and legal enforcement

Equity,Incentives

 Quality of Adm.

Transparency, Accountability/feed back systems

Other Policies

 Money/ credit supply

 Conservation Policy 

 Off-farm employment  

 Tax/Subsidy

Public Investments

Cultural Factors

 Frontier mentality

 Forest as vacant land

 Role of public and civil society and other state agencies

 Legal/judicial?

Responsive citizenship

Modified from Geist and Lambin (2002)












