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Unemp l oymen t  and under- emp l oyme nt  are major prob l ems i n  

Nepal resu l ting from growth in  agricul tural labour, insufficient 

agricul tural land, sma l l  farm size and low cropping intensity. 

One way to  a l l e v i ate  s uch prob l ems wou l d  be to adopt a more 

intensiv e  system of agricul ture. Thi s  requires a knowledge on the 

l a bour absorp t i on capac i t i e s  of  d i f f erent crops .  Th i s  st ud y 

examines the emp loyment of farm labour in vegetab l e  culti vation 

as compared to  c erea l c u l t i v at i on in Kathmandu v a l l ey .  More 

s p e c i f i ca l l y ,  i t  exam i n e s  the  i n f l uence of production function 
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v ariab l e s ,  c r o p ping intensity  and price of l a bour  on  the  

empl oyment of total l abour and , empl oyment of family and hired 

l abour separate l y  in paddy,  wheat and v egetab l e  cul tivation. 

The employment of tota l labour is model l ed using a sing l e  

equation model and the emp loyment o f  family  and hired l abour is 

mode l led using a simul taneous equation system. The total l abour 

mo d e l  is e s t ima t e d  by or dinary l ea s t  s quares  t echnique and  the  

simu l taneous  e quation mod e l  is e s t imated  b y  the in s t r umental 

variable estimation procedure. 

Variab l es such as farm size,  tractor use, bu l l ock power and 

price of l abour are found significant l y  and negativ e l y  related to 

the emp l oyment of farm l abour. The other set of variab l es such as 

seed-manure-f e r t i l iz e r - p e s ticid e ,  irriga tio n ,  high yie l ding 

v arieties and c r op ping i n t ensity  are found  sig nific a n t l y  and 

positive l y  rel ated to the emp loyment of farm labour. I n  addition, 

v egetable cul tivation is found more profitabl e  and more l abour 

intensive than cereal cul tivation. 

Vegetabl e  cul tivation is recommended as a possib l e  solution 

to ease  the  p r o b l ems of unem p l oyment  and  under-emp l oyment  in 

N e pa l .  Hir e d  l abour  is found to be  an  important  beneficiar y  of 

v egetabl e  cu l tivatio n .  Vegetab l e  c u l t i v a t ion wou l d  t h e r efo re 

p r o vide more emp l o yment o p p o r t u nities to the l a n d l e s s  and  

marginal farm workers in Nepa l .  
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Pengangguran dan pengangguran tidak ketara merupakan masalah 

u t ama di Nepa l di seba bkan o l eh p eningka tan bil ang an buruh  di 

sektor pertanian, kekurangan tanah pertanian, ladang-ladang yang 

keci l saiznya dan kekerapan p enanaman y ang r endah.  Satu car a 

peny e l e saian ia l a h  me l a l ui p engama l an p e r t anian b e r bent uk 
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fungsi pengeluaran, kekerapan penanaman upah buruh keatas jumlah 

gunatenaga buruh keluarga , dan buruh upahan berasingan di dal am 

penanaman padi, gandum, dan sayur-sayuran. 

D a l am k a j i an ini , b a gi m e n g a n g g a r  angku bah-angku bah 

tersebut ,  model satu persamaan dan pengana lisaan kaedah kuasa dua 

t e rkeci l  dig unakan t e rhada p guna t enaga j u m l a h  b u r u h . Dan bagi 

buruh k e l uarga dan b u r uh u pahan , d:iangga rkan dengan mengguna  

mode l sistem persamaan serentak dan kaedah angkubah instrumenta l .  

Angkubah-angkubah seperti saiz l ada ng, peng g unaan t rakt or, 

k u a s a  k e r b au dan u p a h  b u r u h dida p a t i  b e r p e n g a r u h  s e r t a  

berhu b ungan negatif deng an g u na t e naga b u r uh l ada ng .  Angkubah

angkubah lain seperti benih-baja asli-baja kimia-racun serangga, 

pengairan , biji benih hasi l -tinggi dan kekerapan p e nanaman 

didapati berpengaruh serta berhubungan positif dengan gunatenaga 

buruh  l adang .  Juga penanaman sayur-sayuran dida pati  l ebih 

men guntungka n ,  dan l e bih i n t ensif da l am p enggunaan bu r u h  di 

bandingkan dengan pananaman bijirin. 

Penanaman sayur-sayu ran dis y o rkan seba gai kaedah t e r baik 

bagi menyel esaikan masa lah pen gang g u ran dan p e n ga n g g u r a n  tidak 

ketara di Nepal. Ole h kerana pe nanaman sayur-say uran memberi 

kesan yang baik ke a t a s  b u r u h  upahan , penanaman sayur-sayuran  

bo l eh meningkatkan p e l u a n g  peker jaan bagi mereka yang  t idak 

mempunyai tanah atau tanah yang terhad di Nepa l .  
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CHAPTER 1 

INTRODUCTION 

Background Information 

Agriculture is  an important sector of Nepal 's  economy and 

contributes 62 per cent of the national gross domestic product, 

generates 90 per cent of national employment and produces 80 per 

cent of the exports (Al i,  1982: 4). Geographic elevation varies 

from 50 metres abo v e  sea l e v e l  t o  the h i ghest peak o f  the 

wor l d ,  Mount Ev erest , at 8848 metre abo v e  sea l e v e l .  C l imate 

varies from tropical in the South to alpine type in North region. 

Temperature in cul tivated area ranges from - 1 50C to 41oC. The 

annua l rainfal l  ranges from 250 mi l l imetre to 2800 mi l l imetre. 

The major portion of the rain is recei ved in summer. Due to such 

extreme variations in  the elevation and the climate ,  there is a 

wide variety of crops grown. Crops are grown up to the elevation 

of 4000 metre. 

1 
Nepa l faces a serious prob l em o f  both unemp l o yment and 

2 
under-empl oyment. As agricul ture is the main occupation of the 

1 

2 

Unemployed persons are those who fal l  in the working group of 
10 years of age and above and are not at work, but are seeking 
work (National Planning Commission ( NPC) , 1978) . 

Under-emp loyment means working l ess than a prescribed number 
of working hours i n  a day during the y ear , or there being  
more persons engaged i n  a particu l ar work than actua l l y  
required according to a given standard (NPC , 1 978) . 

1 



2 

people, employment is solely dependent on available cul tivabl e  

land. In Nepa l ,  almost a l l  o f  the arable land has been 

brought under cultivation by 1980 (see Table 1 . 1) .  Despite the 

TABLE 1 . 1  
1 

LAND USE IN  NEPAL 

================================================================ 

* * ** 
1975 1980 1985 

Use sq . km .  % sq . km .  % sq . km .  % 

Forest 48 , 230 34. 19 40, 997 20 . 06 53 , 900 36 . 62 

Cultivated land 23 , 260 16 . 49 31 , 268 22 . 1 7 29, 590 20 . 10 

Permanent snow 21 , 121 14. 97 21 , 121  14. 97 22 , 470 15 . 27 

Pasture land 17 , 857 12 . 66 1 7 , 857 12 . 66 19 , 780 13 . 4/.j. 

Settlements 
and roads 300 0 . 21 300 0 . 21 1030 0 . 70 

2 
Water bodies 4, 000 2 . 84 4, 000 2 . 84 4, 000 2 . 70 

3 
Others 26 , 291 18 . 64 25 , 516 18 . 09 1 6 , 410 1 1 . 15 

Total 141 , 059 1 00 .00 141 , 059 1 00 .00 147 , 180  1 00 .00 

================================================================ 

1 Unti l  1980, the break-down of land use was on the basis of 
141059 sq. km. Recent sur v ey showed the total  area of 1 47 1 80 
sq. km. The data on the break-down of land use could  not be 
found for 1985 from the same source. Hence, the difference in 
the total area is due to the different sources of data. 

2 This figure was deri ved by assuming that the water bodies do 
not change in 1985. 

3 This figure was deriv ed after substracting water bodies from 
the subgroup 'others' for this par ticu l ar year . 

(Source: * Asian development Bank / His Majesty's  Government 
Nepal (ADB/HMGN) ( 1982) Nepal  Agricu l ture Sector 
Strategy Survey, Vol .  I I ,  p.5 

** Agricul tural Projects 
( 1985 a) Perpective 
Tab l e  2.2.1) 

Services 
Land Use 

Centre (APROSC) 
Plan,  Annex. I I ,  
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demands for new land for agriculture, there is no additional land 

to b ring under cultivation in Nepal ( Pant and Thapa, 1981 : 1 ) .  

Table 1 . 1  shows the land utilisation pattern in  Nepal. It shows 

the g o v ernment's e f fort to sa v e  forest area. The for est a r e a  

d e c reased drastically f rom 34. 1 9  p e r  cent i n  1 9 7 5  t o  20 .06  p e r  

c ent i n  1 980. T h i s  would ha v e  r e p e r cussi ons on the ecological 

system. Realising this, the Nepalese go v er nment has i nc reased 

the forest area from 20.06 per cent in 1980 to 36.60 per cent in  

1985. Howev er, the need for settlement and roads is increasing 

v er y  fast. This would i n e v i tably mean a r eduction i n  the 

agricultural land. 

I f  the rate of population growth is h i gh and labour 

absorption by non-agricultural sectors is low, particularly in an 

agriculture dominant country, then more of the labour has to be 

absorbed by the decreasing cultivated land. Table 1.2 shows the 

p opulation g r owth in N e p al.  It is  i n c reasing at a n  i n c r easing 

rate. More specifically, during the period of 1961  to 198 1 ,  the 

population growth was very fast (2.84%). Therefore, adoption of 

some p r e v enti v e  measures to control the population could be 

helpful in this context. 

I f  go v e r nment e f forts a r e  succ essful and the population 

growth is r educed, the population of Nepal is expected to reach 

21 .42 million persons by the year 2000. Otherwise, at the present 

growth rate, the population of Nepal is predicted to reach 23.65 

milliion by the year 2000 (ADB/HMGN, 1982 : 1 94). This increased 

population has to be supported by the agriculture sector . Table 

1.3 shows the economically active  population in Nepal. 



TABLE 1.2 

POPULATION GROWTH 
( 1911-1981 ) 
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================================================================ 

Year 

191 1 

1921 

1931 

1941 

1952-54 

1961 

1971 

1981 

Population 
( , 000) 

5 , 639 

5 , 574 

5 , 533 

6 , 284 

8 , 257 

9 , 413 

1 1 , 556 

15 ,020 

Average Annual 
Growth Rate 

-0 . 10 

-0 . 10 

1 . 20 

2 . 30 

1 . 80 

2 . 07 

2.66 

================================================================ 

(Source: ADB/HMGN ( 1982) , Nepal Agriculture Sector Strategy 
Survey, Vol. 1, p. 7 )  

TABLE 1 . 3  

ECONOMICALLY ACTIVE POPULATION 
(In Millions) 

================================================================ 

Description 1 975/76 1979/80 1 984/85 

Total population 1 2 . 84 14 . 26 16 . 00 

Population of 10 years and 
above 9 . 31 9 . 81 1 1 . 14 

Economically active 
population 6 . 20 6 . 52 7 . 40 

================================================================ 

(Source: NPC, ( 1981 )  The Sixth Plan) 



The distribution o f  the economically acti ve  p opula t i o n  
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by major industry groups is shown in Table 1.4. The table 

shows that the major portion (91. 1%) of the economically acti v e  

p op ula t i on i s  absorbed by agricul t u r e  sec t o r ,  whe r eas ,  non-

agricultural sectors absorb about 8.9 per cent . Therefor e ,  i t  is 

clear that agriculture is the mainstay of Nepal's economy. 

TABLE 1 . 4  

ECONOMICALLY ACTIVE POPULATION 
ACCORDING TO MAJOR INDUSTRY GROUP 

( 1981 ) 

================================================================ 

Per cent of Economically 
Industry Group Active Population 

Agricult ure,  Forestry and Fisheries 91 . 1  

Manufacturing 0 . 5 

Commerce 1 . 6  

Transport and Communication 0 . 1 

Finance and Business 0 . 1 

Personal and Community Service 4 . 6  

Others 0 . 1 

Industry not stated 1 . 9  

Total 100.0 

================================================================= 

( Source: Central Bureau o f  Statistics (CBS) (1984) Population 
Census, The Geographic Regions Vol. I I ,  p.ll) 

3 
Economically a c t i v e  p opula t io n  i nc ludes all able bodied 
persons in the age group o f  10 years and above ( NPC, 1 978) . 
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The d istribut ion of economica l l y  active  population in Tabl e  

1 . 4  does n o t  ref l ect the l e v e l  of  unempl oyment a n d  under-

empl oyment i n  the country .  In  a sur v ey conducted by the  

Nationa l P l anning Commi sssion (Nepa l )  i n  197 7 ,  i t  was found 

that 63.07 per cent of  the rural and 44.71  per cent of  the urban 

h o u s eh o l d s  w e r e  u n d e r - em p l oyed.  Unemployment and under-

empl oyment i n  Nepa l  are shown in Tab l e  1 . 5 .  

TABLE 1 . 5  

UNEMPLOYMENT AND UNDER EMPLOYMENT IN NEPAL 

================================================================ 

Region 

Rural 

Urban 

Under-employed days per 
Per cent Unemployment households 
--- ------------------ ( as percentage of annual 

Male Female Total working days) 

5 . 47 5 . 68 

4. 52 10. 20 

5 . 57 

5 . 98 

63 . 07 

44. 7 1  

==========----=-==---=:=====-----======�======================== 

( Source : NPC ( 1978 )  A Survey of Employment , Income Distribution 
and Consumption Patterns in Nepal , p.  54-58) 

Fo l l owi ng the popu l ation growth rate in Tab l e  1 . 2, and 

distribution of economically active  population in Tabl e  1 .4, we 

can predict that by the year 2000 the l evel of unemployment and 

under-empl oyment wi l l  i ncrease.  With the majority  of  the 

population residing on and deriving their income from farms, much 

of  the popu l ation growth occuring here wou l d  cause a h igher 

l e v e l  of  under-empl oyment.  The l abour absorption by the 

agriculture sector in Nepal is much higher than many of the other 

l ess dev e l oped (LDCs) neighbouring  coun tries .  Tab l e  1 . 6  shows 
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the comparative statistics on it. The percentage of labour force 

absorbed by the industrial  sector has remained c onstant .  The 

serv ices sector absorbed only sma l l  percentage of the labour 

force .  Thi s  imp l ies  that the i ncreased l abour force has t o  be 

absorbed by  agriculture sector. 

TABLE 1 . 6  

GROWTH OF LABOUR FORCE IN SOME LDC ' S  

================================================================= 

Average 
annual 
growth 

Percentage of Percentage of labour force in of 
Population of labour 

working age force 
15-64 years Agriculture Industry Services in % 

Countries 1960 1978 1960 1978 1960 1978 1960 1978 1970-80 

Bangladesh 53 54 87 74 3 1 1  1 0  1 5  2 . 4  

Bhutan 56 55 95 93 2 2 3 5 2 . 0  

Burma 59 55 68 53 1 1  20 21 27 1 . 5  

India 57 56 74 74 1 1  1 1  15 15 1 . 7  

Nepal 57 55 95 93 2 2 3 5 2 . 0  

Pakistan 52 51 61 58 18 19 21 23 2.5 

Sri Lanka 54 58 54 54 14 15  30 31  2 . 1 

===================================�============================ 

( Source : World Bank ( 1980) World Development Report , p . 146 ) 

The i ncrease in aggregate production in Nepa l i n  the last  

decade ( 1 975-85) has  been on l y  three per  cent against the 

popu l ation growth rate of  2 . 66  per cent (NPC , 1 984 : 6 ) .  Tab l e  

1 . 7  shows the growth rate o f  gross dome stic product ( GDP) in  


