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11.0 OBJECTIVES 

This unit seeks to acquaint you with the political developments in Nepal, particularly 
with reference to the structures and processes. After going through this unit, you 
should be able to: 

Trace the evolution of democratic politics in Nepal; 

Describe the contemporary structures and processes; and 

Identifjl the main obstacles in strengthening democracy in Nepal. 

1 1 .  INTRODUCTION 
Nepal has been under the sway Of a hereditary monarchy or ruling family for most of 
its known history, largely isolated from the rest of the world. We therefore call it a 
kingdom. This unit will first narrate the political history ofNepal since its unification in 
1769, and then examine the rise and fall of Ranacracy. Thereafter, the restoration of 
monarchy, Nepal's brief experiment with multi-party politics in 1959, and the 
establishment of monarchy under the grab of Panchayat constitution are discussed. 
Finally, the unit discusses the political developments under monarchy and how they 
culminated in the overthrowing of the Panchayat system and the installation of 
parliamentary democratic institutions in Nepal. 

11.2 HISTORICAL BACKGROUND 
The history of the region which comprises Nepal is quite ancient and its early political 
history can be traced back to P and 8'h Century BC when Kiratis arrived from the 
east. I t  \\ as during the Kiratis that Buddhism first come into the valley. Towards the 
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country Profiles: end of 200 AD, Hinduism came into the country along with the Licchavis who invaded 
Nepal, Bhutan from north India. The decline of the Licchavi power in the 9h century resulted in the 

rise of numerous principglities. In the mid 1 8 ~  century the Gorkha king, Prithvinarayan 
' Shah, unified these principalities through conquest and established the Kingdom of 

Nepal. Further expansion ofthe Gorkhakingdom, however, was checked by the Chinese 
empire in the 1790s and by the British East India Company in the 1814-16. Nepal was 
squeezed into the boundaries that it has today. 

The Shah rulers established an absolute political system in which the monarch was 
the centre of power. The words and commands of the king constituted the rules and 
regulations of the country and these took the shape of laws. In the highly segmented 
pyramidal structure of the political system that evolved, the king was advised by a 
number of prominent Brahmin families such as the Chautaria, the Pandey and the 
Thapa families which came to occupy dominant position in quick succession between 
1785 and 1837. The operation of administration did not differ much from family to 
family as the overriding consideration of these families was the enhancement of their 
respective material and political fortunes. The administration and army were likewise 
staffed along familial lines. The number of regiments assigned to a family came to be 
the most reliable index to its relative power and influence. 

11.2.1 Emergence of Ranacracy 

After the death of Prithivinarayan Shah, the internal struggle for power within the 
ruling family weakened the position of the monarch. Except for a brief chaotic interlude 
in the last decade of the 18th century, the throne was occupied by minors. This provided 
opportunity to the regents and ministers (mukhtiyars) to concentrate authority in their 
own hands, virtually isolating the king from the political process. King Rajendra, the 
last in the line of ruling Shahs, engaged himselftoo much in intriguing politics-playing 
one political faction against the other. As a result, the country came to the urge of a 
civil war and total disintegration. This situation was exploited by a remarkable man in 
the history of Nepal, Jang Bahadur Kunwar, better known as Jang Bahadur Rana. In 
1846, when a fight broke out at a gathering of the members of the military and 
administrative establishment of Kathmandu in the court yard of the palace armoury 
(kot), Jang Bahadur suppressed the fighting. Many leading nobles were killed in the 
process. Following the Kot massacre, Jang Bahadur became the prime minister. He 
soon eliminated or overawed all of his major rivals, imprisoned the king and elevated 
Rajendra's son to the throne as Surendra Bikram Shah. 

Jang Bahadur institutionalized the position of his family within the political structure by 
the Royal Sansad (dekree) of 1856. This sansad which was wrested from the reluctant 
but hapless monarch, granted Jang Bahadur and his successors absolute authority in 
civil and military administration, justice and foreign relations, including the right to 
ignore the commands of the king if these were found to be inappropriate or contrary 
to national interest. The king later bestowed on Jang Bahadur the honorific title of 
Rana which was used by successive prime ministers. In return, the Shah kings were 
addressed by the more exaltd, if somewhat ironic, title of Maharajadhiraja (King of 
the Kings). In other words, monarchy was retained in form, but the powers of the king 
were usurped by the Rana prime minister. The royal family henceforth became a 
captive in the royal palace. 

Thus began a centup long period of 'Ranaism' or 'Ranacracy'. The Rana rulers 
retained the despotic character of the politico-administrative system wherein the Rana 
prime minister became the source of power. The old nobilities which had enjoyed 
political and administrative positions during the Shah rule were replaced by members 
of the Rana family. The ofice of the Rana prime minister moved from one brother to 
another in succession. 

The Rana rulers codified the Nepalese law through Muluki Ain (Civil Code) which in 
principle assured equality before law. They also abolished the practice of sati (1920) 
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and slavery (1929) and set up several high schools. But overall, Rana regime was Political Structurs and 

oppressive. Since their power was ultimately illegitimate, resting on the abdication of Processes in Nepal 

responsibilities by the king and his virtual incarceration, the Ranas ruled ruthlessly and 
suppressed political consciousness that challenged their authority. Almost the entire 
population remained illiterate and uninformed about any part ofthe world outside their 
villages or, at best, their valleys. 

As the people had no say in the governance, politics of the kingdom were nothing more 
than the rivalry and interplay among the personalities of the Rana family for power and 
position. Family feuds and intrigues came to characterize the political process as 
ambitious members of the family were dissatisfied with the succession system. Right 
from the beginning every Ranaprime minister had tampered with the roll of succession 
keeping in mind the interests of his nearest and the security of his own political position. 
In spite of this, the Rana system was sustained owing to the weakness of the king and 
the support ofthe British authority in India which found in the Ranas a reliable protege 
and surrogate in promoting their interests in India and the Himalayan kingdom. 

11.2.2 Fall of Ranacracy 

Beginning in the second quarter of the 20" century democratic ideas began to take 
roots among Nepalese. Nepalese soldiers who participated in the First World War 
became exposed to new ideas. Some of the elite and middle classes, particularly those 
living in India and studying in Indian universities also got influenced by the Indian 
national movement. They soon organized themselves to bring democracy in the kingdom. 
They set up weekly newspapers in Kumaon and Benaras which became the forums 
where Nepalese exiles could criticize the backwardness and repression of the Rana 
regime. By 1935, the first Nepalese political party, the Praja Parishad (Peoples Council) 
came into being among Nepalese exiles. It began advocating multi-caste, democratic 
government and the overthrow of the Ranacracy. In 1946, the Nepali Congress came 
into being on the India soil. 

The British withdrawal from India weakened the Rana regime which drew support 
from the British in times of crisis. It also encouraged the Nepali nationals for freedom 
in their own country. The rise of communists to power in China also made the ruling 
class panicky. The liberal section of the ruling Ranas led bythe then prime minister 
Padma Shamsher tried to contain the Nepalese movement by granting a constitution, 
but the die-hard elements were not prepared to concede even this and they forced the 
prime minister to resign. Confrontation between the people and the rulers on the question 
of changing the Rana system, thus, became inevitable. In this confrontation, the leaders 
of the democratic movement in Nepal got support from the monarch, who was being 
kept in virtual captivity by the Ranas and the disgruntled Ranas (known as C category 
of Ranas on the basis of their inferior lineage) who were deprived of their share of 
ruling positions and some of whom had made substantial fortunes in India. The anti- 
Rana democratic upsurge in Nepal was viewed with sympathy by the independent 
government of India. The pro-Western linkages of the Ranas and their refusal to 
accommodate democratic aspirations of people were not to the liking of the nationalist 
Indian leadership. 

Th'e Nepalese popular movement launched from India overthrew the Rana regime in 
1951. The three segments of the Nepalipolitics at that time, the Ranas, the popular 
leaders and the monarch worked out a settlement in Delhi under the guidance of 
Indian Prime Minister, Nehru. King Tribhuvan who had fled the country in 1950 and 
taken shelter in India, was restored to his position as a monarch free from the control 
of the Ranas. In February 195 1, a coalition cabinet headed by Mohan Sharnsher was 
formed with five Ranas and five Nepali Congress party members. This was to be an 
interim arrangement until the formation and installation in office of a de~nocratically 
elected government. It was agreed to have a constituent assembly for framing of the 
constitution and holding the general election within a period of two years hence. 
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Check Your Progress 1 

Note: i )  Use the space given below for your answers. 

ii) Check your answer with the model answer given at the end of the unit. 

1) What is Ranacracy? 

2) Explain the genesis of democratic movement in Nepal. 

........................................................................................................................... 

........................................................................................................................... 

........................................................................................................................... 

11.3 POST-RANA POLITICS 
The coalition government of incompatible elements could not last more than a few 
months. When the entire bloc ofNepali Congress ministers resigned over police brutality 
in November 195 1, King Wbhuvan, appointed a new government, excluding the 
conservative Rana power bloc. But the political leaders due to their inadequate 
socialisation in democratic norms and practices and greed for power could not bring 
political stability. Betyzen 1951 and 1959, there was a succession of short lived 
governments ruling under terms ofthe interim constitution or under the direct command 
of the King. As soon as the king found a ministry uncooperative or unable to function 
because of deep contradictions among the members, he replaced it with members 
who had smaller political base. 

Upon King Tribhuvan's death in 1955, his son Mahendra Bir Bikram Shah succeeded 
him. King Madendra who was publicly opposed to democracy in principle carried 
on as before, experimenting with types of councils or ministries that would do his will 
behind a democratic faade. He, however, came under pressure from large scale 
civil disobedience campaigns to hold elections in February 1959. A week before the 
election, the King drafted a constitution and presented it as a gift to the nation. 

11.3.1 The Royal Democratic Constitution of 1959 

The most significant feature of this Royal Constitution is that it was granted by the 
king rather than drawn up by a constituent assembly as had been specified in the 195 1 
constitution. The Royal Constitution envisaged a parliamentary system under a 
constitutional monarchy. It provided for representative institutions like the bicameral 
legislature, the ofices of the prime minister and the council of ministers. But at the 
same time, it conferred unlimited and overriding authority on the King in every sphere. 
The King could suspend the operation of the cabinet and perform its hnction himself 
if he determined that no pason could command a majority in the lower house. Moreover, 
the king had control ovdr the army and foreign affairs and could invoke emergency 
powers to suspend all or part ofthe constitution. The King was, thus, both the effective 
and ceremonial head of the state. 

The first national elections held in the history of Nepal in February 1959 gave a clear 
majority (74 seats out of 109) to the Nepali Congress (NC). B.P. Koirala, the 
leader of NC became the Prime Minister. Some of the reforms initiated and proposed 
by the new government, threatened to undermine the traditional power base of the 
army, the former aristocracy and the conservative landowning groups. ~ v e n  the king 
feared that a popular prime minister backed by a popularly elected parliament might Content Digitized by eGyanKosh, IGNOU
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King tried to destabilise the government. In December 1960, citingthe nation's chronic Processes in Nepal 

violence, widely believed to be orchestrated by the monarch himself, the King invoked 
the emergency powers to dismiss the cabinet and arrest its leaders on the charge that 
they had failed to provide national leadership or maintain law and order. The experiments 
in liberal socialism and democracy, thus, came to an abrupt end. 

1 11.3.2 The Panchayat System 

Soon after the royal coup, King ~ahendra  started a campaign to convince the nation 
that parliamentary democracy was not appropriate for meeting the needs and aspirations 
of the people of Nepal. As an alternative he worked and launched what came be 
known as Panchayat democracy. The new political system was formalized in a new 
constitution bestowed on the country in December 1962. The most striking feature of 
Panchayat democracy was that it established a party-less system. The Panchayat 
system was organized on a three tier system. At the lowest level were the village and 
town panchayats. The second tier consisted of the district panchayats, one each for 
the 75 development districts. At the top was the national panchayat. The primary units 
alone were popularly elected. All other panchayats were elected by the level directly 
below from among its own members, thus providing, at least, in theory a pyramidal 

, structure on a popular base. 

Local elections were held throughout Nepal in 1962 and village and town panchayats 
were elected, and then zonal and national panchayats were established. By April 
1963, the Panchayat system became fully operational. 

The Panchayat system supposedly represented an attempt to decentralize both political 
power and government process and was frequently defended as a higher form of 
democracy. As political activities on party lines were banned, the system was termed 
as party-less democracy, free from the ills of the party politics. 

The Panchayat system instead of bringing genuine decentralization, helped in greater 
concentration of power in the Palace. The Panchayat constitution underlined that 
sovereignty was located in the hands of the King by constitutional laws, customs and 
usages of the land. The King was to be the executive, legislative, and judicial power. 
The constitution provided for a Council of Ministers to assist the King in the exercise 
of his executive power. But the King retained the discretion to fix the tenure of office, 
portfolios etc of the ministers who were appointed from among the members of the 
national Panchayat. Further, the national Panchayat, which was to be the legislative 
organ, was a mere advisory body whose recommendations could become law only 
with the approval of the King. The King had the power to call, suspend or close the 
session of national Panchayat. 

Under the Panchayat system, real power was concentrated in the king's secretariat, 
and in the countryside influence rested in the offices of zonal commissioners and their 
official staffs or the parallel system of development officers. People had to be either 
pro-palace or anti-palace. All anti palace activities were treated as anti-national and 
the people's participation in such activities were subject to all kinds of coercion including 
banishment from the country. 

Although political parties were oficially banned, they did continue to function both 
from within and outside the country. While the King allowed some factions and leaders 
ofthe left parties to function, the proxy presence of other political parties was always 
discernible in the actual working of the system at every level. Worst of all, the non- 
partisan panchayat members themselves functioned as a party by rigidly adhering to 
panchayat ideology. 

Despite all this, King Mahendra contained all opposition, maintaining tight grip over 
state machinery by exercising absolute power and managed to run the system effectively. 
He was also successful in manioulatine wide mnular suomrt bv oroiecting a new kind Content Digitized by eGyanKosh, IGNOU
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ofNepali nationalism and asserting the country's personality in international society of 
states. 

King Birendra inherited the system as well as the absolute authority to rule the 
kingdom after the death of his father in 1972. But he could not resist the pressure for 
change in the system. In 1975, he announced various changes in the system. 
Membership of the national Panchayat was raised from 90 to 112 and the king's . 
power to nominate 15 percent of its members was raised to 20. The most obnoxious 
change was the elevation of an extra-constitutional body "Back to the Villages National 
Campaign" under the direct control of the crown. This body was given enormous 
powers to control the political process at the level of village panchayats and function 
somewhat like a politburo. 

As these changes were essentially cosmetic and did not affect the fundamentals of 
the Panchayat system, oppositional activities against the system continued. The left 
parties and Nepali Congress, though legally banned, became active. The Panchayat 
system almost came to n collapse because of a violent upsurge against the system in 
May-June of 1979. Under these circumstances, the King announced a referendum to 
decide whether to continue with the existing system with suitable reforms or go for a 
multiparty system that the politically articulate sections were demanding. The ban on 
political parties and political activities was removed so that people could participate in 
the referendum freely and fearlessly. 

In the referendum held in December 1980, the advocates of the Panchayat system 
won by a narrow majority of 54 percent. This was due to various factors like the 
complacency of the pro democracy forces, sabotage by some left-oriented political 
parties, and some malptactices including the use of state machinery by the Panchayat 
forces. Since the referendum also made it amply clear that a large section of the 
people were against the Panchayat system, the king had to liberalize the system, while 
adhering to the basic norms and values of the Panchayat system. The Panchayat 
constitution was amended to introduce universal adult franchise. Three fourths of the 
members of the national Panchayat, now raised to 140, were to be directly elected. 
The Prime Minister was to be appointed on the recommendations of the national 
Panchayat and other members of the Council of Ministers were to be appointed on 
the advice of the Prime Minister. The council of ministers was to be accountable to 
national Panchayat. Thus, the political system was moulded on parliamentary lines. 

Though the ultimate political authority continued to be vested in the king, politics in the 
kingdom became more open in the 1980s. But the Panchayat system, a major source 
of local patronage, became the stage for factional fights and shuffling coalitions. The 
government formed by Surya Bahadur Thapa after the May 198 1 election collapsed 
in 1983 because of a serious food crisis and corruption charges. A rival faction in the 
Panchayat led by Lokendra Bahadur Chand formed the government. After the second 
elections in 1986, Marich Man Singh Shrestha became the prime minister. 

It should however be doted that the democratic forces in Nepal did not accept the 
amendments to the Panehayat constitution. They wanted nothing less than a multiparty 
democratic system. Convinced that such a system cannot be established in Nepal 
through constitutional reforms, the Nepali Congress and other political parties boycotted 
the 1981 and 1986 elections and decided to continue their struggle to uproot the 
Panchayat system. 

The final blow to the Patrchayat system came in the form of a prodemocracy movement 
launched by the Nepali Congress and the Communist parties jointly. They organised 
satyagraha demanding the government to lift the ban on political parties and restore 
fundamental rights. With the political parties acting in concert, the pro-democracy 
movement gathered momentum, commanding the loyalty and imagination of the 
overwhelming majority of the urban population. Meanwhile, the economic crisis arising 
from the decline in the agricultura~duction and the decision of the Indian government 
to close all but two entry points with Nepal (following the expirv of the trade and , Content Digitized by eGyanKosh, IGNOU
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palace in Kathmandu, demonstrating against the King Birendra, who was traditionally 
revered as an incarnation of god. Police and troops shot and killed many of the marchers. 
As shock waves reverberated through Nepal, the King quickly scrapped the Panchayat 

.-system, lifted the ban on political parties and formed an interim government from the 
ranks of the veteran opposition leaders under premiership of Kishna Prasad Bhattarai, 
a Nepali Congress leader. The primary task of this interim government was to conduct 
free and fair elections within a stipulated period under a new constitution framed by an 
independent constitutional commission appointed by the council of ministers. A new 
constitution was drafted by an independent Constitution Recommendation Commission 
which was discussed extensively and approved by the interim cabinet. Following this, 
King Birendra promulgated the new constitution on 9th November 1990 and abrogated 
the constitution of 1962. 

11.3.3 The Present Constitution of Nepal 

The 1990 Constitution of Nepal describes the country as a "multiethnic, multilingual, 
democratic, independent, indivisible, sovereign, Hindu and Constitutional Monarchical 
Kingdom". It vests sovereignty of Nepal in the Nepalese people. 

It bestowed on the Nepali citizens all the fundamental rights available to their counterparts 
in a democracy. Though Nepal has been termed as a Hindu state, the people have 
been given the freedom of religion. This safeguards the interests of the minorities. 
Similarly, although, Nepali has been recognised as the national language, all other 
languages of the people have received recognition in the constitution. 

The constitution states that the monarch is the symbol of the Nepalese nation and the 
unity of the Nepalese people. The constitution has retained the tradition relating to the 
succession order of the throne. The king has also been given privileges and exemptions 
from tax. 

The constitution vests the executive powers with the King, but these have to be exercised 
with the aid and advice of a Council of Ministers headed by the Prime Minister. Thus, 
the King is a nominal head of the executive. The Council of Ministers, the real executive, 
is responsible to the House of Representatives for its acts of omission and commission. 

The King is bestowed with emergency powers. In case of emergency arising out of 
external aggression or internal armed revolt or extreme economic depression, the King 
can declare a state of emergency. Such an order, however has to be approved by the 
House of Representatives within three months and if approved will remain effective 
for a period of six months. 4 

The constitution provided for a bicameral legislature. The House of Representative 
consists of 205 members elected directly by the people for a five year term. The upper 
house, theNational Council, is a permanent house consisting of 60 members. Of these, 
35 members are elected by the House of Representatives on the basis of proportional 
representation, 15 are elected by the five development regions and 10 are nominated 
by the King. Like the Lok Sabha in India, the House of Representative has greater 
power in the exercise of legislative functions. 

The judicial system comprises of a Supreme Court, appellate court and District Courts. 
This apart, courts or tribunals could be established for the purpose of hearing special 
cases. Provisions regarding the appointment and service conditions of the judges have 
been made to ensure that the judiciary functions in a free and fair environment. 

During the royal regime, bureaucracy was neither independent nor impartial and efficient 
in functioning. The career of the administrative personnel depended on patronage of 
the palace. The constitution sought to lay foundations for a sound administrative set up 
by providing for an independent Public Service Commission to deal with the recruitment, 
training. oromotion and other as~ects of the administrative ~ersonnel. Content Digitized by eGyanKosh, IGNOU
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Check Your Progress 2 

Note: i) Use the space given below for your answers. 

ii) Check your answer with the model answer given at the end of the unit. 

1) Describe the main features of the Panchayat system of government introduced 
by King Mahendra. 

2) What changes were introduced in the Nepali polity by King Birendra during the 
first decade of this rule? 

........................................................................................................................... 

........................................................................................................................... 

............................................................................................................................ 

11.4 WORKING OF THE CONSTITUTION OF 
1990 

Since the promulgation of the first democratic constitution in 1990, establishment of a 
workable democratic system in Nepal has been an enormously difficult task. In the 
first general elections held in May 199 1, Nepali Congress (NC) and the United Marxist 
Leninist Communist Party of NepaT(UML) shared most of the votes. The leader of 
the Nepali Congress, G.P Koirala became the prime minister. But factionalism soon 
engulfed the NC in which Koirala, Ganesh Man Singh, the party supreme leader and 
KP Bhattarai, the party president sought to distribute power among their supporters. 
GP Koirala finding it difficult to implement policies and programmes of the govenunent 
resigned and called for mid-term elections in 1994. 

The mid-term general election in November 1994 gave no party a clear majority. The 
UML secured 89 seats while the Nepali Congress secured 83 seats. Significantly, the 
National Democratic Party (NDP), formed by politicians from the former Panchayat 
era, won 20 seats. Man Mohan Adhikari of the UML formed a minority government 
with the support of small parties like the Nepal Majdoor Kisan Party and Communist 
Party of Nepal (Masal). Nepal, thus, became the first communist monarchy. But the 
government collapsed within a few months. Thereafter, with splits emerging in all the 
major parties, a series of four coalition governments came to power before next general 
elections were called in 1999. This time, the NC got a clear majority of 1 13 seats. KP 
Bhattrai became the Prime Minister. But due to factionalism within the NC, he was 
replaced by GP Koirala in early 2000 and later by the leader of the younger generation 
in the party, Sher Bahadur Dcuba in July 200 1. 

By this time, the Maoist 'people's war' which was launched in 1996 had assumed 
grave proportions. The Maoist used terror tactics to spread their influence in the rural 
areas and taken effective control of administration in five districts. In the early years 
ofthe Maoist movememt, Nepalese politicians belonging to the leftist camp displayed 
a fraternal resistance to taking any harsh measures toward the Maoists. The CPNI 
ML, the third largest political party in Nepal, openly endorsed the aims of the CPN 
(Maoist) even while disapproving of its working style. The majority ruling party, the 
NC, beset with internal problems, could not take concrete action to deal with the 
Maoist problem. 

The Maoist insurgenay added confusion in the democratic politics of Nepal that was 
already reeling under factionalism which ultimately led to a constitutional crisis. In 
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seized this opportunity and invoked Article 127 ofthe Constitution to dismiss the prime 
minister and his cabinet for "incompetence" in October 2002. He nominated Lokendra 
Bahadur Chand, leader of the royalist Rastriya Parjatantra Party (RPP), to head a 
nine-member interim government with a mandate to restore law and order, hold mid- 
term elections and elections to the local bodies which were dissolved in July, solve 
Maoist insurgency, implement development works and stop the economy sliding further 
downhill. 

Major political parties which were critical of the king's action did not participate in the 
Interim government. In March 2003, the mainstream forces in Nepal forged an alliance 
and finalised an 18 point common minimum programme and launched a movement 
against the monarchic takeover. Since then, a tripartite power struggle has dominated 
Nepali politics, between the king, the mainstream political parties and the Maoists. 
Monarchy, backed by the Royal Nepal Army, is seeking to resume the role in the 
national polity that it enjoyed before the 1990 constitution came into effect and 
circumscribed its power. The mainstream political parties are demanding a return to 
constitutional government through the restoration of the dissolved parliament or the 
creation of an all-party interim government. The Maoists remain adamant in their 
demand for the creation of a constituent assembly to draft a drastically revised 
constitution. 

11.5 RISE OF THE MAOISTS 

As we noted, with democratic politics in Nepal being extremely factionalised successive 
governments in Nepal found it difficult to implement governmental policies and 
programmes. One result of this was that the rate of economic growth was modest, 
but it did not match the rate at which population grew. You will read more about the 
economy and society of Nepal in the next unit. Here, it is sufficient to note that that 
massive unemployment and illiteracy in a society that had an ethnically and religiously 
fragmented population provided a fertile ground for the emergence of Maoist movement 
in Nepal. 

The Maoists were once a part of the mainstream politics under the banner of United 
Peoples Front of Nepal (UPFN) led by Baburam Bhattarai. Following a split in the 
party, the Baburam faction failed to get the recognition ofthe Election Commission to 
participate in the mid-term elections in 1994. This group joined hands with the 
Communist Party ofNepal (Maoists). The declared aim of the Maoists is to establish 
a 'people's government' through peoples war that is inspired by Marxism-Leninism- 
Maoism. In 1996 they launched the 'Peoples Movement' (Jana Andolan) by carrying 
out attacks in different parts of Nepal. 

Characterising the states as a semi-feudal organisation, the Maoists held it responsible 
for the prevailing socioeconomic ills within the country. They have also projected India 
and the US as the imperialist powers trying to subvert the interests of the people of 
Nepal by aligning with the rightist forces within Nepal. Among other demands, they 
have asked for the revocation of the Treaty of Peace and Friendship signed with India 
in 1950, controlling and systematising the open border, discontinuation of Gorkha 
recruitment in the Indian armed forces and preventing the cultural imperialism through 
Hindi films and magazines. 

By the end of 2000 AD, the Maoists were active in over two thirds of the 75 districts 
ofNepal. They had set up 'people's government' in five districts of western Nepal. In 
the areas under their control, the Maoists do local policing, settle local disputes, collect 
levies from the people and even set up banks. 

The government of Nepal has used force, persuasio; and negotiation to tackle the 
Maoist problem. Since March 2001, several rounds of peace negotiations have been 
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held between the government and the Maoists. But due to irreconcilable differences 
and mutual suspicion, these efforts have not borne result. Terror and violence by the 
insurgents continued and the security forces have stepped up counter insurgency 
operations. According to official sources, by early 2004, the fight against the eight 
year Maoist insurgency has claimed nearly 8,000 lives on both sides, including 2,800 
security force personnel. 

Check Your Progress 3 

Note: i) Use the space given below for your answers. 

ii) Check your answer with the model answer given at the end of the unit. 

1) What are the reasons for absence of political stability in Nepal in the 1990s? 

2) Why did King Gyadendra dismiss the Deuba government? 

........................................................................................................................... 

........................................................................................................................... 

11.6 LET US SUM UP 

Nepal, as we know it today, came into being in 1769, when King Prithvinarayan Shah 
of Gorkha unified the different principalities through conquest and established the 
Kingdom of Nepal. But the Shah dynasty soon became a tool in the hands of Rana 
prime ministers. This situation prevailed until 1950 when as a result of the rising 
democratic aspirations of the people and its own internal contradictions, the Rana 
regime collapsed. Monarchy was restored and efforts to establish parliamentary 
democratic institutions began'in the 1950s. 

The failure of these efforts resulted in the restoration of monarchy under the guise of 
Panchayat system launched by King Mahendra. But continuing demands for democratic 
reforms forced the King to reform the Panchayat system and later to introduce a 
parliamentary democratic system in 1991. However, democratic politics in Nepal 
remained extremely factionalised with frequent changes of government. This only 
added to the political influence of the monarchy. 

Since 1996, Nepal has been besieged by Maoist movement. The Maoists rebels have 
been waging a campaign against the constitutional monarchy. 
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ANSWERS TO CHECKYOUR PROGRESS 
EXERCISES 

Check Your Progress 1 

1) Ranaism or Ranacracy refers to the political regime in which the Ranas prime 
ministers were the de facto rulers. While monarchy was retained only in form 
and all the powers of the king were usurped by the prime ministers. 

2) The genesis of democratic movement in Nepal can be traced to the early decades 
of the 20& century. Nepali soldiers who participated in the First World War and 
some sections of the Nepali elite and middle classes staying in India were first 

' exposed to new ideas. The development of national movement in India also 

, inspired many Nepalese to struggle for democracy in Nepal. 

Check Your Progress 2 

1) Monarchial absolute rule in the grab of Panchayat democracy-concentration of 
power in the Palace in the name of decentralization through zonal panchayats- 
ban on political parties. 

2) King Birendra had to accommodate many democratic changes due to popular 
pressure. The Panchayat system was amended to remove some of the inherent 
weaknesses in the system. National Panchayat members were henceforth to be 
directly elected through adult franchise. Prime Ministers and Council of Ministers 
were made responsible to the National Panchayat. 

Check Your Progress 3 

1 )  Political parties are new entrants on the political profile of Nepal. When the 
Ranacracy fell, their leaders were not adequately socialised in democratic norms 
and practices. The introduction of party-less Panchayat system further weakened 
the party system. With personalities rather than principles coming to dominate 
the party system, almost all were afflicted with factionalism resulting in frequent 
changes in government and political instability. This instability directly contributed 
to strengthen monarchy. 

Political Structurs and 
Processes in Nepal 

2) The Deuba government was dismissed by King Gyanendra because after 
recommending the dissolution of parliament, the government could not conduct 
the elections within the stipulated six months because of Maoist insurgency. 
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12.0 OBJECTIVES 

This unit provides an introduction to the economy and the society ofNepal. It presents 
an analysis of the economic backwardness of Nepal and its various economic sectors. 
The demographic structure, the ethnic groups and the social structure of Nepal are 
discussed in detail. After going through the unit you will be able to: 

Analyse the complex ethnic and social structure of Nepal; 

Describe the status of the economy; 

Explain the development objectives of five year plans and their impact; and 

Explain the reasons behind Nepal's special trade relationship with India. 

12.1 INTRODUCTION 

Nzpal is situated in the Himalayas sandwiched between two powerful countries of 
Asia, India in the south and China it, the north. An isolated, agrarian society until the 
mid twentieth century, Napal entered the modem era in 195 1 with the restoration of 
monarchy. At that time, Nepal did not posses any significant infrastructure for 
modemisation. There were hardly any schools, hospitals, roads, telecommunications, 
electric power, industry or civil service. With planned economic development efforts, Content Digitized by eGyanKosh, IGNOU



Nepal has made progress towards sustainable economic/growth. Yet, the country Economy and Society 

ranks among the world's poorest countries with a per cap* income of,ust over $240. in Nepal 

Nearly half of its population lives below the poverty line. 

Nepal is primarily an agricultural nation. It has a feudal society with well-defined 
social stratification. The diverse ethno-religious mix of people provides Nepal with a 
unique cultural heritage. We will first examine the ethnic composition of society in 
Nepal. Later, we will examine the inherited and prevailing economic conditions, and 
evaluate the impact of development plans. 

12.2 LAND 

Nepal is very mountainous and hilly. Roughly rectangular in shape, about 650 kilometres 
long and about 200 kilometres wide, Nepal is the third biggest country in South Asia, 
with an area of 147,181 square kilometres of land. Nepal is a land-locked country, 
surrounded by India on three sides and by China's Xizang Autonomous Region (Tibet) 
to the north. It is separated from Bangladesh by an approximately fifteen kilometre - 
wide strip of India's state of West Bengal, and from Bhutan by the eighty-eight- 
kilometre-wide Indian state of Sikkim. Due to its confined geographical position, Nepal 
is almost totally dependent on India for transit facilities and access to the sea-that is, 
the Bay of Bengal. 

Despite its small size, Nepal has great physical diversity, ranging from the Terai plain- 
the northern rim of the Gangetic Plain situated at about 300 meters above sea level in 
the south-to the almost 8,800-meter-high Mount Everest, locally known as Sagarmatha 
(its Nepali name), in the north. The country is commonly divided into three broad 
physiographic areas: the Mountain region, the Hill region, and the Terai region. All 
three parallel each other, from east to west, as continuous ecological belts, occasionally 
bisected by the country's river systems. 

The Mountain region or Parbat is situated at 4,000 meters or more above sea level to 
the north of the Hill Region. Some of the world's highest peaks are located in this 
region. The region is sparsely populated, and whatever farming activity exists is mostly 
confined to the low-lying valleys and the river basins, such as the upper Kali Gandaki 
Valley. 

South of the Mountain range is the Hill or Pahar region. With altitudes ranging from 
1,000 to 4,000 meters, this region includes the Kathmandu valley, the country's most 
fertile and urbanized area. Two major ranges of hills, commonly known as the 
Mahabharat Lekh and Siwalik Range (or Churia Range), occupy the region. Although 
the region is geographically isolated and has little agricultural potential, the region has 
been historically the political and cultural centre ofNepal. The Kathmandu valley and 
t l~e  lower hill regions are densely populated. 

South of the Hill region, stretching along the Nepal-India border is the Terai region. It 
is a lowland tropical and subtropical belt of flat, alluvial land. Commencing at about 
300 meters above sea level and rising to about 1,000 meters at the foot of the Siwalik 
Range, the region is the life line of the country. Rivers rising in the Himalayas emerge 
in the Terai and continue southward, some ofthem becoming tributaries of the Ganges 
in northern India. The region is susceptible to flooding, which occurs regularly with the 
summer monsoon runoff from the mountains. The fertile soils of the Terai make it the 
richest economic region, both in terms of farm and forest land. It has become the most 
coveted internal destination for the land hungry hill peasants. Nearly half ofthe country's 
population lives in this region. 

12.3 SOCIETY 

According to 2003 estimate, Nepal has a population of 26.5 million with 13.58 million 
males and 12.88 million females. Since the 1950s, population has been rising at an Content Digitized by eGyanKosh, IGNOU
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average rate of more than 2 percent per annum. ihe major factor contributing to the 
increase of population is high birth rate, decline in the infant mortality rates and increase 
in the average life expectancy. The 2003 estimates put the birth rate ofNepal at 32.46 
births per 1000 population, whereas the death rate stands at 9.84 deaths per 1000 
population. 

There is a geographic vwiation in the population growth. It is observed that the western 
part of Nepal gained more population as compared to the eastern part both in the 
mountainous and Terai region. The central part of the Hill region has also recorded the 
highest growth of population. This trend of population growth started in the 1970s and 
is likely to continue in future also. The highest densities were recorded in Kathmandu, 
followed by Bhaktapur, Lalitpur and Dhanusha districts. The mountainous regions, 
however, have low population densities. 

As a result of rapid population growth, there has been a progressive deterioration of 
the ratio of people to cultivable land. In the Hill region, population pressure has led to 
the depletion of forest cover for crops, fuel, and fodder. The forest cover in the Tarai 
region is also rapidly vanishing with the migration of the land hungry hill people. 

Since the 1950s, the government of Nepal has emphasised control the population 
growth by integrating planning programmes with the programme of general health and 
welfare ofthe mother and child, encouraging two children per family norm, promoting 
women health and education and improving the status of women in the society. 

12.3.1 Ethnicity and Caste 

Nepal is a nation said to be "materially poor but culturally rich". Because of its 
geographical location, Nepal has been a meeting point of races. From India came the 
Indo-Aryan or Caucasoid peoples, and from Tibet came Mongoloid or Tibeto-Burman 
peoples. The Mongoloid racial groups generally reside along the eastern part ofNepal. 
The Sherpas and Tamangs belong to this stock. They generally practice Buddhism. 
The Indo-Aryans predominantly inhabit the western part ofNepal. There is a mixture 
of both these races in central part of Nepal. Some prominent ethnic groups here are 
the Newars, Rais, Limbus, Gurungs, and Magars. 

Nepali people can be broadly categorized into two main cultural groups: Parbatias (hill 
people) or Gorkhalis and the Madhsias. The Parbatias belong to the mountain culture 
of Nepal that is the hill valley culture which has been a syncretism of two religio; 
cultural streams- Buddhism from Tibet and Hinduism from India. The Madhsias, on 
the other hand, belong to the culture of the plains, that is, the culture of the Indian 
states of Bihar and Uttat Pradesh. The two groups differ in their language and dre'ss 
with the Parbathis speaking Nepali and the Madhsias speaking the dialects of Hindi, 
that is, either Maithili or Bojpuri or Awadhi. 

Within the category of the Parbathis there are a number of cultural collectivities like 
the hill Hindus, Newars, Tamangs, Kiratis, Gurungs, Magars and Limbus, Sherpas, 
Sunwars, Sunthals and Thakalis. 

The Hill Hindus are largely the people of Indian origin and have migrated to Nepal 
around the fourteenth century. They are large in number but are widely dispersed. 
Although the hill Hindus and the Terai Hindus follow the same religion, they differ in 
their language and culture. Like the other people of the hills, the hill Hindus speak 

+> 
Nepali and share hill culture, but the Terai Hindus speak one of the dialects of Hindi 
and are under the influence of the culture of the plains. 

Among the hill Hindus, Chhetris and the Brahmins are the dominant castes. They 
constitute about 15 perqent and 12 percent of the population of Nepal. The Takuri 
sub-caste of the Chhetris constitutes the ruling elite of the country. Both the royal 
family and the Ranas, who ruled Nepal for more than a hundred years, are of the 
Chhetri caste. The Brahmans provide the country's intelligentsia. Content Digitized by eGyanKosh, IGNOU



The Newars are the indigenous people and are concentrated in and around the 
Kathmandu Valley. The Newars who are about three percent of the population have 
their own language called Newari. They were originally Buddhists, but a large number 
of then1 have adopted several aspects of Hindu caste system. The Newars trace 
their ancestry to the Lichavi rulers and have been prominent in Nepali society as 
merchants and government administrators. They have a high rate of literacy. 

The Magars, who constitute over seven percent of the population of the country, are 
the largest indigenous ethnic group of Nepal. They speak Magar, Kham and Tarali 
languages. Chiefly residing in the western and central parts, tAey have close affinity 
with the Gurungs. Those living in the north practice Buddhism while those in the south 
have adopted Hindu practices. The Magars traditionally engaged in subsistence 
agriculture, pastoralism and day labour. Like the other martial ethnic groups from the 
hills of Nepal, such as the Gurungs, Rai of Kiratis, the Magars are prominently 
represented inNepal's military, as well as in theBritish and Indian Gurkha regiments. 

Tamangs and Kiratis are about five and three percent of the population respectively. 
The Gurungs, Limbus, Sherpas, Sunwars, Santhals and Thakalis are small in number 
accounting for one to two percent each of the population. These groups traditionally 
practiced a form of Lamaist Buddhism which mixes Buddhist tradition with pre- 
Buddhist practices of BBn religion. 

12.3.2 Religion 

Nepal is a Hindu kingdom, and the king is looked upon as the protector and is deified 
as the earthly manifestation ofthe Hindu god, Vishnu. This central place of Hinduis~n 
in Nepal's political set up has been accepted by all segments ofthe population. 

Before the advent ofthe Gorkha rule in tlie I 8th century, Buddhism was a flourishing 
religion in the region. The Gorkha rulers projected Nepal's distinct identity as Hindu 
state. The Hinduisatio~i of the kingdom was completed by the Rana rulers who brought 
the various ethnic groups into the Hindu social hierarchy through the Civil Code of 
1854. 'The codification and standardisation of religious and social practices led to the 
assimilation of many ethnic groups into the dominant Nepali culture. A vast majority 
of today practice a syncretic blend of Hinduism, Buddhism and/or animist traditions. 
They worship the same gods/goddesses and celebrate some festivals commonly. 

With the introduction of democracy, many ethnic and minority religious groups have 
started asserting their group identities. The impact of tliese identity movements is 
reflected in the celisus reports of 1991 and 2001 . People identified as Hindus decreased 
from 86.5 percent to 80.6 percent. The 2001 census identified l l percent of the 
populatio~i as Buddhists and 4.2 percent as Muslim. About 3 percent ofthe population 
follows the indigenous Kirant Mundum religion. Christianity is practiced by less than 
0.5 percent of the population. 

12.3.3 Language 

There are 125 different documented languaqes spoken in Nepal. These belong to two 
distinct language sub groups-the Indo-European and the Tibeto-Burman languages. 
Nepali, the national language ofNepal, was formerly known as Gurkhali or Khaskura. 
It belongs to the Indo-European language subgroup. It is written in devnagiri script. 
Maitliili, Bho-jpuri, Awadhi, Tharu, Danuwari and Majhi are the second group of 
languages belonging to Indo-European language subgroup, which are spoken by the 
people residing in the Tarai. 

The languages belonging to the Tibeto-Burman language subgroup are spoken by tlie 
ethnic groups residing in the mountainous areas. Tibetan language and its dialects are 
spoken by the Sherpas and the Bhotiyas or Tibetans residing in Nepal. Apart from 
these two families of languages some minor language groups are also found. They 
are Satar, whicli belong to the Munda family and Dhangar, which belong to the 
Dravidian family. 

Economy and Society 
in Nepal 
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In  195 1, the National Education Commjssjon set up by the government recommended 
the use ofNepali as the medium of instruction in all schools. Since then, the government 
has used every means possible to unite the kingdom under one language. By the 
1990s, an overwhelming majority, nearly two thirds of the people, were speaking the 
language. However, for many minorities and ethnic groups, language has become a 
powerful means to achieve their potitical ends- to have a due share in the central 
decision making process. Since the introduction of multiparty democracy in the 1990s, 
they have launched demaratic struggles to oppose the dominant role ofNepali language 
and demand equal status for all languages. Several local government institutions have 
already begun to use local languages as official languages. The government has 
recognized some languages such as Hindi, Newari, Gurung, Ljmbu, Gorkha as national 
languages. 

Check Your Progress 1 

Note: i) Use the space given below for your answers. 

ii) Check your answer with the model answer given at the end of the unit. 

1) Describe the religious composition of society in  Nepal. 

........... 2) Among the indigenous ethnic groups, the most influential one is the .while 
the largest group is ............................. 

12.4 ECONOMY 
Nepal's modern history of political and economic development began with the end of 
the family rule ofthe Ranas and the establishment ofconstitutional monarchy in 195 1. 
The new democratic government virtually had no modern means of development. All 
that was inherited from the despotic regime was a weak transport and communication 
system, a few educational institutions and an antiquated bureaucracj. As educational 
opportunities were limitgd to a few colleges in townships and some traditional schools, 
only two percent ofthe population was literate. The economy, which was self-sufficient 
at the bare subsistence level, was already facing the problem of population growth. 
Cultivable land was limited and non-agricultural employment opportunities were limited 
to those provided by the armed forces and a few industries that were set up in the 
Tarai region in the 1940s. It is in these circumstances that modern Nepal embarked 
upon the task of economic and social development. 

12.4.1 Planned Economic Development 

In the early phase of the new constitutional set up, there were differences between 
the king and the leaders of political parties. However, there was a consensus on the 
need for economic development and modernization of the country. The five year 
plans adopted since 1956 generally strove to increase output and employment; develop 
the infrastructure; attain economic stability; promote industry, commerce, and 
international trade; establish administrative and public service institutions to support 
eco~~omic development; and introduce labour-intensive production techniques to alleviate 
underemployment. The social goals of the plans were improving health and education 
as well as encouraging equitable income distribution. 

Each plan had different developme~~t priorities. The first four plans accorded top 
priority to the develop~ent of infrastructure. This was done with a view to facilitate 

8 the smooth movement ofgoods and services within the country and expand the domestic 
market. These plans did not increase the per capita inco~ne nor have much impact on 

-- 
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poverty levels. The agricultural sector, which contributed 56 per cent of the GDP. 
remained more or less stagnant. This forced the planners to alter the development 
priorities. The fifth and sixth plans (1975-85) addressed the problem of poverty and 
accorded high priority to agriculture. In spite of significant increase in the production 
of cash crops such as sugar cane and tobacco, the economic growth stagnated because . 
of losses incurred by the public sector enterprises. During the seventh plan period, the 
government adopted economic policies prescribed by international financial institutions 
such as the International Monitory Fund and the World Bank. The plan sought t a  
encourage private sector and local government participation in the economy. For the 
first time, the plan set goals to meet basic needs of people. Forest and soil conservation, 
development of water resources, export promotion, development of tourism, population 
control, and domestic resource mobilization were accorded priority. 

These development plans were overwhelmingly financed from external sources. Initially, 
foreign assistance came in the form of grants and loans. The main donor countries 
were India, United States, China, Japan, Soviet Union, and other developed countries. 
Since the 1970s, multilateral assistance programmes of the World Bank and the Asian 
Development Bank began to play an important role in financing these development 
plans. 

A critical assessment of the planned development efforts under the party-less panchayat 
system (1961 -1 990) reveals that overall the five-year plans failed to fulfil their purpose. 
Despite the expansion of roads, enhanced power generation capacity, increased 
irrigation facilities, improvements in literacy rates and health care, the rapid growth of 
population could not be checked. As a result, the per capita income remained low. 

' Moreover, there was large-scale income disparity among the masses. The poorly 
implemented plan also resulted in increased regional disparity between the mountainous 
areas and the Tarai region of the country. This was primarily due to unequal investments 
in various geographic areas, which also adversely impacted the fragile ecosystem of 
the country. Apart from this, the planning process failed to generate public participation 
as all the decisions were taken by politicians and bureaucrats who were influenced by 
foreign aid donors. The members of the National Development Council and the National 
Planning Commission, the principal organs in planning remained unaccountable to the 
people. 

12.4.2 Economic Reforms in the 1990s 

After the installation of multiparty democracy, the structural programmes initiated in 
the past few years were carried forward under the enhanced structural adjustment 
facility'(ESAF) of the IMF with the objectives of a 5 percent annual increase in the 
GDP growth. The Eighth five year plan (1992-97) formulated by the first democratic 
government led by Nepali Congress set the target of bringing the level of poverty 
(defined as a level of income enough to consume 2124 calories of food and other 
minimum non-food items.) from 49 percent to 42 percent. The plan drew a long-term 
perspective plan for agricultural development, sustainable development, reduction in 
regional imbalances and resource conservation. 

During this plan period, far reaching market oriented economic reforms were introduced. 
The government enacted the Privatization Act and accompanyi..,: regulations and 
guidelines with the objectives of reducing the burden on the government and releasing 
resources to other sectors. Wide ranging financi~' r ~ ~ ~ ~ ~ a s  were also introduced to 
strengthen the liberalization process. Nepali currency was made fully convertible in all 
current account transactions. Monetary policy was improved to increase domestic 
resource mobilization, enhance efficiency of capital and provide credit to the priority 
and productive sectors. The trade policy in the changed context had the objective of 
reducing the trade imbalance through improved import management, export promotion 
and diversification. 

As a result ofthese policy initiatives, cottage and small-scale industries, an important 
source of employment, grew at a n ~ m u a l  rate of 11 percent. Tourism, which is the Content Digitized by eGyanKosh, IGNOU
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backbone of the Nepal,&se economy, grew at an average annual rate of six and half 
percent during the period. Despite the failure of the agricultural sector, the cou~ltry 
registered an overall economic growth of 4.65 percent per annum. 

The Ninth plan (1998-2002) carried forward the structural changes initiated during 
the previous plan. An ambitious long-term development plan was also drawn to make 
Nepal into a competitive, competent and technologically oriented society. However, 
political instability and the violence unleashed by the Maoist insurgency movement 
during this period have adversely affected the development in all sectors. The GDP 
recorded a negative growth rate or remained stagnant at less than five percent; tourism 
suffered a set back, industrial productivity declined as a result of labour and political 
unrest. Nepal's export earnings from readymade garments, pashmina products, and 
woollen carpets suffered due to slow-down in demand from abroad. Despite the 
growing trade deficit, Nepal's balance of payments has increased due to money sent 
home from Nepalese working abroad. 

12.5 ECONOMIC SECTORS 

12.5.1 Agriculture Sector 

Agriculture is the mainstay ofNepalese economy. It provides livelihood to approximately 
80% of the population and accounts for 45% of the Gross Domestic Product (GDP). 
Due to rugged terrain, only 20 percent of the total land is arable. In fact, Nepal has the 
lowest per capita arable land (0.1 7 ha) in the world. Agriculture is mainly confined in 
the Tarai region ofthe country, whereas the cultivation in mountainous region is mostly 
for local consumption. Agricultural products include rice, corn, wheat, sugarcane, root 
crops, etc. Rice is the most important crop as it is the staple diet ofNepal. From the 
fifth five-year plan agriculture was given top priority. In order to increase the agricultural 
production and diversify the agricultural base, the government has focused on improving 
irrigation facilities, providing credit facilities to the farmers and encouraging the use of 
high yielding varieties of seeds, fertilizers, insecticides and pesticides, etc. Despite 
these measures, agriculture grew at a dismal rate of 2.4% and failed to keep pace 
with the population growth rate, which was to the tune of 2.6% per annum. The 
absence of efficient distribution system and environmental degradation due to 
unscientific agricultural practices also adversely affected the agricultural progress in 
Nepal. 

12.5.2 Land Reforms 

Nepal is predominantly an agricultural society with limited arable land. Access to land 
and the farm size have an important bearing on economic development. However, 
land in Nepal is held by a handfbl of people, a legacy ofthe feudal system the dominated 
the region for long. In the mid 1960s, the government embarked upon the twin policy 
of land reforms and land settlement. The basic purpose of land reform was to protect 
the tenant farmers, take away excess holding from landlords and distribute property 
to farmers with small holdings and landless households. The Agricultural Reorganisation 
Act of 1963 and the Land Reform Act of 1964 emphasised security for tenant farmers 
and put a ceiling on land holdings. At around the same time, land development and 
settlement programmes were initiated to bring additional land under cultivation and 
settle the landless and small farmers. Unfortunately, all the land reforms and resettlement 
programme had lots of loopholes, which hampered the effective implementation of 
the programmes. A Wbrld Bank Survey estimated in 1991 that 5 percent of the owners 
control about 40 percent of the cultivated land, while 60 percent of the population 
controls only 20 percent of the cultivated land. Since the late 1970s, the government 
has initiated schemes specifically to help the small farmers, but once again with limited 
impact. I 
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I 12.5.3 Industry 
Nepal has a limited industrial base. Industries contribute nearly 20 percent of the 
GDP. Most of the industries are agro-based industries like sugar, jute and tea. Other 
industries are dependent on the raw materials, which are imported from abroad, 
especially India. The major manufacturing industries are jute, sugar, beer, oilseeds, 
carpet, garments, cigarette, shoes, matches, chemicals, paper, etc. Most of the 
manufacturing industries are small-scale or cottage in nature. Intermediate and capital 
goods industries are very few in Nepal. 

Majority of the manufacturjng industries of Nepal are located in the Kathmandu and 
in the eastern Terai region. The large-scale enterprises are concentrated in the 
Kathmandu valley, Hetauda, Birganj, Janakpur, Biratnagar and Jhapa. Textile, 
engineering, construction, food processing industries, timber and forest-based industries, 
sugar, cigarette, match and metal works industries are the prominent industries in this 
industrial corridor. A few industrial centres like Nepalganj, Birganj, Biratnagar, Janakpur 
and Bhairawa are situated close to the Indian railheads providing an easy access to 
Calcutta and other Indian markets. Apart from Hetauda, which was established as a 
new industrial centre, the geographical pattern of industries remained the same despite 
government's policy to bring about balanced regional industrial development. 

12.5.4 Industrial Policies 

Nepal endeavoured to promote industrial development by encouraging investments in 
different industries. The 1957 Industrial Policy statement declared many steps to 
enhance industrial investments like tax relief for new ventures, repatriation of profits 
by forei- lestors, development of infrastructure, suitable labour legislation, providing 
power z .w material at low and confessional rates, providing land for establishing 
industrial plants, tariff protection, etc. The Industrial Enterprises Act of 1961 offered 
10 years tax "holiday" for new venture and various other incentives to encourage 
industrial investments. In the 1960s, the industrial estates of Balaju, Hetauda and 
Patan were established to promote industrialization. The government also encouraged 
the establishment of public sector undertaking as it realised that private industries 
were incapable of meeting the goals of industrial growth. In 1985-86, the industrial 
policy was reviewed. The new policy simplified registration p d u r e s  for the industries, 
emphasised resource-based industries, provided incentive to export oriented industries. 
The government also initiated the privatisation process. However, due to low level of 
profits in the public sector undertakings, there were few takers of the shares of these 
undertakings. Since the liberalisation of the economy in the early 1990s, there are 
efforts to strengthen the participation of the private sector in the industrial development 
of the country. 

One of the major causes for low level of industrialisation is inadequate capital for 
investment. Other reasons include the geographic remoteness of the country, limited 
market base, lack of natural resources, untapped energy resources like hydro-electricity, 
paucity of skilled labour, absence of entrepreneurial and technical skills, high level of 
import dependence. Despite providing incentives, Nepal failed to attract foreign 
investments in the industrial sector. \ 

12.5.5 Tourism 

Tourism is the largest industry of Nepal, attracting 15 percent of total foreign exchange 
earnings of the country. It provides direct and indirect employment to over 300,000 
people in Nepal. Nepal is endowed with natural scenic beauty, rich cultural heritage 
and diverse sites for sightseeing and adventure opportunities. Tourism was introduced 
in the 1950s, which got a further boost when restrictions on the entry of the foreign 
nationals were lifted. Since then there has a steady rise in the number of tourist visiting 
Nepal from all over the world. Most of the tourists are however, from Asia especially 
from India followed by Japan. The tourists come for holidaying, trekking and 
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mountaineering purposes. In the recent years, the slowing down of global economy, 
Maoist insurgency and terrorist attacks in different parts of the world have adversely 
affected the flow of tourist in Nepal. 

Foreign trade of Nepal is characterised by the import of manufactured products and 
export of agricultural raw materials. Nepal exports carpets, garments, leather goods, 
jute goods and grains. Imports into Nepal mainly consist of gold, machinery and 
equipment, petroleum products, fertilizers, etc. India is the main trading partner of 
Nepal. Nepal exports nearly 48 percent of its goods to India followed by United 
States and Germany with 26 percent and 11 percent of the total exports of Nepal 
respectively. Similarly, Nepal import 39 percent of its goods from India followed by 
Singapore with 10 parcent and China with 9 percent of the total imports. To increase 
exports, Nepal had undertaken many fiscal and monetary measures like Export 
Entitlement Programme and Dual Foreign Exchange rate together with tax relief and 
cash grants. Imports however, have registered an increase over the years. In 1989, 
Nepal initiated the Structural Adjustment Programme to address among other things, 
the trade deficit and sought to increase the economic development of the country. 

NEPAL-INDIA TRADE RELATIONSHIP 
Nepal's geographical location and historical ties have linked the Nepalese economy 
irrevocably with India. The prospect for developing export markets with India towards 
south is easy as there are minimal transportation constraints as compared to the 
mountainous north. Moreover, many of Nepal's agricultural and industrial centres are 
concentrated in the Terai region. In the 1950s, over 90% of the foreign trade was 
carried on with Indiq but over the years the total amount of trade between India and 
Nepal has reduced substantially. Nevertheless, despite several attempts to diversify 
foreign trade and make it less dependent on India, India remains the main trading 
partner of Nepal. Most of Nepal's basic consumer goods and industrial machinery 
and equipment are imported from India; where as agricultural goods are exported to 
India. Apart from the legal trade between the two countries, there is a huge unrecorded 
trade, which is carried on between the two countries. 

Nepal's trade with other countries other than India involves the transit of goods to and 
from foreign countries through Indian territory. Therefore, the smooth transit of goods 
over India depends on the friendly relations between the two countries. In 1950, under 
the Treaty of Trade and Commerce between India and Nepal, India agreed to provide 
transit facilities to Nepal. Subsequently, custom duties on goods transited through 
India was waived, 2 I border transit points provided and a warehouse in Calcutta port 
was made available to Nepal for storing goods in transit. India and Nepal signed of 
Trade and Transit Qeaties in 1960 and in 1971. These treaties provided for most 
favoured nation statqps to each other on a reciprocal basis and also extension of some 
preferences by India on a nonreciprocal basis. In 1978, separate treaties for trade 
and transit were signed between the two governments. In March 1983, this treaty 
was renewed, which subsequently expired in March 1988. Since a new treaty could 
not be agreed upon between the two countries, India closed all but two border entry 
points to Nepal. 

The 1989 stalemate in trade negotiations between the two countries, adversely affected 
the Nepalese econopy. Nepal's exports were subjected to high tariffs and import 
from India also carried increased costs. There was an overall shortage of essential 
commodities like salfk firel, baby fwd, medicines, etc. Eventually, with political changes 
taking place in both the countries, the trade and transit dispute was finally resolved in 
June 1990. In order to avoid any economy difficulties, it is therefore, important for 
Nepal to maintain a friendly relation with India. 
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I check Your ~ l o g ~ s s  2 Economy and Society 
in Nepal : 

I Note: i) Use the space given below for your answers. 

ii) Check your answer with the model answer given at the end of the unit. 

I 1) The main objective of the early five year plans was 

I 2) Which is the most important trading partner of Nepal and why? 

I 3) What is the impact of high population growth on Nepali economy? 

LET US SUM UP 
In this unit, we have seen that Nepal has three distinct latitudinal geographical regions. 
As a landlocked country with no direct access to sea, Nepal had to experience many 
difficulties in the form of delays, damages and planning and investment uncertainties. 
The constraints in the transit facilities are a disincentive for exports. Moreover, Nepal 
depends on imports for the development of all its sectors. A higher transit cost also has 
a negative impact on development targets and in reducing input costs to control inflation. 

United Nation has declared Nepal as one of the poorest least developed nations in the 
world with neqly half of its population living below the poverty line. Nepal is primarily 
an arrricultural nation. It has a feudal societv with well-defined social stratification. As 

I 
w 

we saw, the diverse ethno-religious mix of people provides Nepal with a unique cultural 
heritage. 

With monarchy giving way to multiparty democracy, both Nepalese economy and 
society are gearing towards massive changes. However, as we noted, political instability 
and high growth rates of population remain the main stumbling blocks. 
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Nepal, Bhutan 12.9 ANSWERS TO CHECKYOUR PROGRESS 

EXCERCISES 
Check Your Progress 1 

1) Religion occupies an integral position in Nepalese life and society. Although Nepal 
is constitutionally declared as a Hindu state, there is a great deal of intermingling 
of Hindu and Buddhist beliefs. However, latest census identified about 80 percent 
of the population as Hindu, 1 1 percent as Buddhist and 4 percent as Muslims. 

2) Newars; the Magars 

Check Your Progress 2 

1) Development of Infrastructure 

2) India is the most important trading partner of Nepal because 48% of Nepal's 
exports are destined for Indian markets and it imports 39% of its goods from 
India. Moreover, geographically also, it is easy and beneficial for Nepal to increase 
its trading relation with India. 

3) As a result of rapid population growth, per capita income has remainM more or 
less stagnant. The deteriorating land-people ratio has led to the depletion of forest 
cover for crops, fuel, and fodder. 
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13.8 Some Useful Books 

13.9 Answers to Check Your Progress Exercises 

13.0 OBJECTIVES 

This unit deals with historical background, societal structure, evolution of political process 
and economic development ofBhutan. After studying this unit you will be able to: 

I 

trace the historical background of Bhutan; 

analyse characteristics of the Bhutanese society; 

trace the evolution for political processes; 

identify the factors involved in the economic development; and 

identify the main achievements in social sector. 

13.1 INTRODUCTION 
For most part of its existence, Bhutan has been a hidden country in the mountain 
slopes of the Himalayas. The land-locked  stat^, Tr:2.~rl, a large part of which is 
located in the high Himalayan region, was largely responsible for the decision of its 
people and rulers to remain isolated from the world till about the close ofthe 1950s. It 
evolved its own pattern of existence-distinct culture and religious practices. The 
inhabitants of Bhutan have named the country Druk Yul or "the Land of the Thunder 
Dragon" and the Monarch is called Druk Gyolpo. The King has a great say in the 
nation's affairs. Its democracy is unique in its own way: it has legislature but it practices 
politics of non-election where members of the legislature get elected by consensus 
and nominated by the King. Content Digitized by eGyanKosh, IGNOU
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The unit examines the basic features of society, economy and polity in Bhutan. It 
traces the political histiory of Bhutan and describes political processes in Bhutan in the 
light of some ofthe important changes taking place in its economy and society. It also 
analyses the process of economic development in Bhutan, particularly with regard to 
the progress in the social sector. 

LAND 

Bhutan is a tiny nation in South Asia with a surface area of about 47,000 sq. km, 
Bhutan stretches along the southern slopes of the Himalayas for some 400 km. It is 
flanked on the north by Tibet, on the south by the West Bengal and Assam, on the east 
by Arunachal Pradesh and on the west by Sikkim and Chumbi Valley of Tibet. 

Bhutan's traditional boundary with Tibet follows for the most part the crest of the 
Great Himalayan range. Though this boundary has been sanctified by custom and 
usage, China, which took effective control of Tibet in 1951, does not recognize this 
boundary. The country's boundary with India lies to the south of the Himalayan range 
in the Duar plains. This boundary evolved as a result of the British annexation of a 
major portion of the Duars region in the mid-1 gh century. 

Physically, the country can be broadly divided into three lateral zones, with each having 
a distinct ecology. Bordering Tibet are the northern Highlands or the Great Himalayas. 
Six major passes in the peaks reaching up to a height of 24000 ft lead to a very thinly 
populated areas of northern Bhutan. The alpine pastures here are used for grazing 
yaks and cultivation of few grain crops and potatoes. Until China occupied Tibet, 
Bhutanese traders used to cross the passes taking cloth, spices and grains into Tibet 
and bring back salt, wool and sometimes herds of yaks. 

Below the Great Himalayan region is the Inner Himalayan region where the principal 
rivers of Bhutan flow. Because of lower elevation and exposure to moist monsoon 
winds, this region has vegetation ranging from dense forests in the lower slopes to 
alpine vegetation at the higher levels. Most of the cultivable land of the country is in 
this region, where rice and other grain crops such as barley, buck wheat and maize 
are cultivated. With most of the population ofthe country concentrated in this region, 
it is the economic and cultural heartland of Bhutan. 

South of the Inner Himalayas and the foothi Ils are the narrow Duar plains which form 
a strip 20 to 25 km wide along the southern borders of Bhutan. Subject o excessive 
rains, the Duar plains have a hot and humid tropical climate. Because of unhealthy 
climate and dense tropical forest cover, the region is thinly populated, though a few 
market centres and towns have sprung up in recent past. 

Bhutan has rich mineral deposits such as graphite, lead-zinc, gypsum, and limestone, 
dolomite, slate and marble. Its main natural resources are the hydro-electric potential 
of its perennial and fast flowing rivers and abundant tropical and alpine forest wealth. 
The principal rivers- Torso, Raidak, Sankosh and Manas- criss-crossing the main 
geographical regions derive their water from rainfall and snow. The forests are spread 
over two-thirds of its area. The agricultural area has been expanding over the recent 
years largely through clearance of forests. It is, however, as small as 9 per cent of the 
total area. About 7 per cent of the area comprises of pastures and meadows and 
shrubs. The rest of the area is snow-bound land or barren land. 

SOCIETY 

In this diverse physical setting in which the climate ranges from bitter cold winters in 
the north to hot and steamy tropics in the south, many ethnic groups have settled. In 
2001, Bhutan had a population of 276000. The people of Bhutan can be broadly divided 
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into two cultural groups: the Drukpas and the Lhotshampas. The Drukpas comprise a Economy, Society and 

number of groups like the Ngalopas in the west, the Mongolpas, the Khenpas, the 
Politics in Bhutan 

Bumthangpas, and the Kurtoepas in the central region, and the Sharchopas in the east. 
Although these groups speak different languages and dialects, they all follow the Drukpa 
school of Mahayana Buddhism. The Ngalops and the Sharchopas are large in number. 
The Ngalops constitute about 28 per cent of the country's population and are largely 
concentrated in the western part of Bhutan. They speak Dzongkha, a Tibetan dialect 
which has developed distinct Bhutanese characteristics of its own over the past few 
centuries. The Sharchopas account for about 44 per cent of the population and live in 
the eastern part of the country. They are akin to the inhabitants of the north-western 
states of India. They speak different dialects of non-Tibetan origin and have their own 
dress, food habits and festivals. The Mongolpas, the Khenpas, the Bumthangpas and 
the Kurtoepas are small in number, accounting for 2 to4 per cent each of the population. 
They all are indigenous people and they belong to the Drukapa culture, the mainstream 
culture of Bhutan. 

The Lhotsharnpas are the southern Bhutanese of Nepalese origin. Constituting nearly 
on; third ofthe country's population, the Lhotshampas, by and large follow Hinduism. 
They are the main ethnic group in Bhutan as they constitute a distinct linguistic and 
cultural group. Most of them migrated into Bhutan in the 19 century. They possibly got 
mixed up with the Koches of north Bihar and Bengal, the Rajbansis of north Bengal 
and Shanahoms ofAssam. Even since the road building activities began in early 1960s, 
a large number of Indian and Nepali Gorkhas also came to Bhutan as labourers. Since 
these people are issued work permits, they are not treated as full fledged citizens. In 
1959, Bhutan passed a law banning immigration. 

13.3.1 Language 

There are four main languages in the country: Dzongkha, Bhumthangkha, Sharchagkha 
and Nepali and approximately 14 minor dialects. However, Dmngkha is the official 
national language of Bhutan. It is closely related to classical Tibetan script. Though 
Dmngkha is largely spoken in western regions of the country, the government has 
sought to advance the diffusion and status of this language by making it obligatory 
study in all schools throughout the country. The purpose behind adoption of one language 
is clearly to have a cohesive force which may bring different linguistic groups, living in 
different valleys, under one national community. 

1 13.3.2 Religion 
I 
F Religion plays a unique role in the social, cultural and political life of the people of 

Bhutan. The original religion of Bhutan is said to be Bon. The Drukpa sect (Red Hat) 
i of Mahayana Buddhism, which is the state religion of Bhutan, is believed to have 

I been introduced into Bhutan by Guru Padmasambhave, an Indian Buddhist monk, 
in the Sh century. It is, however, Lama Ngawang Namgyal who gave a distinct 

; 
i political identity to Bhutan and established theocracy. Buddhism has become inseparable 

from Bhutanese state and society. The ecclesiastical class, the Lamas, constitute a 
1 very powerful group in Bhutanese society. According to some estimates, there are 

about 8500 Lamas in the country. With the process of modernization, the institution of 
Lamaism and the privileged position of the Lamas in the Bhutanese society are being 
questioned. 

The head ofthe monastic establishment is the Je Khempo, the head priest. Though the 
monarch is now the head of both the state as well as the religious establishment, the Je 
Khempo retains authority over all religious matters, and is the only person, besides the 
ruler, permitted to wear the saffron scarf, symbolic of highest authority. The central 
monastery of Bhutan, Tashidmng, is at Thimpu, the capital of Bhutan and is among the 
oldest in the country. It is the headquarters of the Government of Bhutan. ' Content Digitized by eGyanKosh, IGNOU
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Check Your Progress 1 

Note: 3 Use the space given below for your answers. 

ii) Check your answer with the model answer given at the end of the unit. 

Read the following carefhlly and fill in the blanks. 

I) .................+. established a theocratic state in Bhutan in 17& century. 

2) The official language of Bhutanese .................................. 
3) The Lhotshampas are .................................................... 

........... 4) The region which is the economic and cultural heartland of Bhutan is 
...................................... 

5 )  The headquarters of the Government of Bhutan is the central monastery of Bhutan, 
........................................ at Thimpu. 

13.4 POLITICAL HISTORY 
Bhutan as an indepethdent geographical entity did not exist during the larger part of the 
first millennium. According to the account of the famous Chinese traveler of 7m century, 
Hiuen Tsang, Bhutan did not have a separate status outside the political framework of 
Indian. It lay under the sway of kingdom of Kamarupa (Assam). Following the death 
of King Bhaskaravarma of Kamarupa in 650 AD, a period of instability and turmoil 
prevailed in northeastern India, and Kamarupa lost effective influence over Bhutan. 
Thereafter Bhutanese lived more or less in isolation-free from any external domination. 

At the beginning of the Sth century when Tibet was at the peak of its military strength, 
Tibetan armies invaded Bhutan. There was little resistance from the Bhutanese side. 
Some of the inhabitants fled to the plains of Assam. The rest submitted to the Tibetan 
rule. Tibetan armies were followed by groups of Tibetan emas, farmers and herdsmen. 
But the direct political domination of Tibet over Bhutan was short-lived and ended with 
the decline of Tibet in 9& century. However, Tibetan cultural influence continued as 
the bulk of the Tibetan people stayed on. A notable development during this phase was 
the arrival of Padmasambhava, known in Tibet as Guru Rimpoche (the Precious 
Teacher) at the invitation of a local prince in central Bhutan. Guru Padmasambhava 
was primarily responsible for the introduction of Buddhism in Bhutan. 

Following the withdrawal of the Tibetan armies, central authority collapsed in Bhutan 
and the country once again plunged into a state of fragmented subregions. This situation 
continued till early 17"century when the country was unified by a remarkable leader 
who arrived from Tibet and adopted Bhutan as his homeland. 

In 1616, Shabdung Nawang Namgyal, a lama of the Drukpa sect came to take in 
refhge in Bhutan. He was determined to build a homeland for his religious school and 
unite the country on a permanent basis. Nawang Namgyal repulsed attacks from 
Tibet, controlled the numerous warring factions within Bhutan and established a strong 
centralized rule over the entire country. After establishing his military authority, Ngawang 
Namgyal proclaimed himself as the religious (Dharam Raj) as well as political head of 
Bhutan. Bhutan thus became a theocratic state. The Dev Raj, the temporal authority 
was elected by a council of lamas. The state administration was completely dominated 
by Lamas, i.e. religious leaders. However, since mid- 18& century, the control of Lamas 
deteriorated and gradually feudal lords started gaining control in the state system. The 
Shabdung was totally ineffective in stemming the tide of revolt and counter revolt. 
There was virtually no central authority as regional governors (Penlops) asserted their 
autonomous powers. The Tongsa Penlop and the Paro Penlop were major figures in 
the wrangle. The last and decisive civil war took place in 1884, when Ugyen Wangchuk, 
the Tongsa Penlop emerged victorious and became the most powerful figure and the 
virtual king of the country. In 1907, an assembly of representatives of the monastic Content Digitized by eGyanKosh, IGNOU



community, civil servants and the people, unanimously decided to install Ugyen 
Wangchuk, the most influential chief among the contenders for the office of Dev Raj 
as a hereditary ruler of the country. With this, hereditary monarchy replaced the noble 
institution of Shabdung in the political life of Bhutan. 

The idea of stabilizing the country by introducing hereditary monarchy received full 
support from the British Government in India. Throughout the 19" century, the British 
in India were at a loss to negotiate with Bhutan as the central government in Bhutan 
was weak. In 1865, they launched a full scale war against the Bhutanese and annexed 
the Duars or entrances in the Bhutan hills which were being used by the Bhutanese to 
launch raids into the plains of India. By the treaty of 1865 Bhutan had become a 
protectorate state of British Government in India although it never became an Indian 
state. After Ugyen Wangchuk became the hereditary monarch, the British revised the 
Treaty of 1865 in 19 10. By this revised treaty, the Bhutanese government agreed to be 
guided by the advice of the British Government in regard to its external relations, and 
the British, in return, undertook to abstain from interference in the internal affairs of 
Bhutan. The British Government in India also committed itself to protecting Bhutan 
from Chinese expansionist policies. With the end of British rule in India, the British 
protectorate over Bhutan came to an end. Though the India-Bhutan Treaty of 1949 
was patterned after the Anglo-Bhutanese treaty of 1910, it did not lay claim to 
protectorate over Bhutan. 

POLITICAL PROCESSES 

13.5.1 System of Government 

The third monarch, Jigme Dorji Wangchuck (1952-72) who is regarded as the builder 
of modern Bhutan introduced several reforms in the socioeconomic and political set 
up of the country. The,existing political structures were established during his time. 

Established as an absolute monarchy in 1907, Bhutan moved towards a constitutional 
monarchy with the setting up of the National Assembly or Tsongdu in 1953. It is the 
chief law making body of Bhutan and all civil, criminal and personal laws emanate 
from it. The Druk Gyalpo retained veto power over actions of the National Assembly 
until 1969 when the National Assembly, following his 1968 decree, became the 
kingdom's sovereign institution. A bill passed by the Assembly can only be returned by 
the ruler once, but if it is passed again with a simple majority, it automatically becomes 
an Act. 

The ruler or Druk Gyalpo is the head of the state, government and the church. Jigme 
Drogi Wongchick revived the institution of Council of State established by Ngawang 
Nangyal to assist and advise the ruler. Renamed as the Royal Advisory Council (Lodi 
Tsokde) it emerged as the principal executive organ of the government of Bhutan. 
Headed by a chairman, rise of its members are the representatives of the people, two 
representatives of the monasteries, and one representative of the Government of Bhutan. 
The Council is advisory in character and its principal role is to assist the ruler in day to 
day administration. Since all its members are also members of the National Assembly, 
it seldom comes in conflict with the legislature. 

Besides the Advisory Council, there is the Council of Ministers. The ministers are 
appointed by the ruler, but with the approval of the National Assembly. The first Council 
of Ministers was constituted in 1968. The ministers are responsible to the ruler and 
take orders from him. Since the ruler is also the head of the government, there is not 
such office as that of the Prime Minister. 

The strength of the legislature varies from 140 to 200 as the Assembly or Tsongdu is 
allowed to set its size every five years. The Assembly has three categories of members: 
representatives of the people elected by indirect vote every three years and comprising 
between half and two-thirds of the National Assembly membership; monastic 

konomy, Society and 
Politics in Bhutan 

Content Digitized by eGyanKosh, IGNOU



I 
Country Profiles: 
Nepal, Bhutan 

represientatives, also appointed for three-year terms and constituting about one-third 
of the membership; and government officials nominated by the Druk Gyalpo. 

The administrative system which is inherited from Shabdrung Ngawang Namgyel 
' 

times, divides the country into 20 Dzongkhags (dzong districts or states). Each district 
has a district officer, appointed by the Druk Gyalpo. Since the Penlop system was 
abolished, these officers come under direct central rule. Larger districts are divided 
into blocks, comprising 500 families each. The head of each block is chosen by the 
villagers; he is the main link between them and the district administration. 

Bhutan has no political parties. But political organizations are not altogether absent. In 
1952, some of Nepalese from southern Bhutan who had settled in West Bengal and 
Assam formed the Bhutan State Congress (BSC). The BSC tried to expand its 
operations into Bhutan with asatyagraha (nonviolent resistance) movement in 1954. 
But the movement Eailed due to lack of enthusiasm among the Nepalese in Bhutan 
and also because of the mobilization of Bhutan's militia. The BSC movement was 
further weakened when the government granted concessions to the minority and 
allowed Nepalese representation in the National Assembly. The BSC declined and 
eventually disappearance in the early 1960s. 

The country's judicial system, both civil and criminal, is based on the foundations laid 
by Shabdrung Ngawang Namgyel. The highest-level court is the Supreme Court of 
Appeal-the Druk Gyalpo himself. All citizens have been granted the right to make 
informal petitions to the Druk Gyalpo. The Supreme Court of Appeal hears appeals of 
decisions emanating from the High Court (Thrimkhang Gongrna). The High Court, 
which was established in 1968 to review lower court appeals, has six judges, two 
elected by the National Assembly and four appointed by the Druk Gyalpo, for five- 
year terms. Below the High Court are the district courts headed by a district judge 
who is usually drawn from the ranks of the civil service. Minor civil disputes are 
adjudicated by a vi Ilage head. 

13.5.2 Nation Building 

Revolutionary changes taking place in the neighbourhood of Bhutan in the post-war 
period- India emerging as a democratic republic, China emerging as socialist state 
and the overthrow of the Rana system in Nepal- had their impact on Bhutan. The 
king was enlightened enough to grasp the situation and introduce many reforms which 
were not even demanded by the people. For instance, Jigme Dorji Wagchik put a 30 
acre ceiling on land holdings, made land revenue more equitable, and abolished land 
revenue in case of poor farmers with smaller holdings. He made slavery and serfdom 
in the country illegal and later on, abolished capital punishment. He also established 
the ~at ional '~ssembl~,  the legislative organ of the government and eventually made it 
into a sovereign institution. Consequently, Bhutan unlike other neighbouring states 
remained for long period calm and quite. 

Wit- opening up of Bhutan to outside world and exposure to the industrial culture, 
life style of the people began to undergo a change. The old value system of a feudal 
society is changing fast. The traditional elite, the Lamas and feudal classes, are gradually 
losing ground to the emerging middle class. This class, manning administrative and 
technical positions, is educated more in a secular tradition. As a result, the elite have 
become highly consoious of preserving their traditional identity and position. 

However, the ruling elite perceive threats to their traditional identity and position from 
another quarter-the assertion of separate identity by the Nepalese in the southern 
region. With the inflow of large number of unskilled and semiskilled Nepalese into the 
country since it launched economic development programmes in the 1960s, the ruling 
elite fears that the ethnic Nepalese would one day out number them and seize political 
power. This fear became ingrained in their mind when in Sikkim the Nepalese 
immigrants who constituted about 75 per cent ofthe population, rose against the Sikkim 
ruler in 1973-74 and deprived him ofhis absolute Dower. Content Digitized by eGyanKosh, IGNOU



In order to maintain country's territorial integrity and cultural identity, the ruling elite 
has adopted a twin pronged strategy. First, it tightened the citizenship laws. In 1977 
and again in 1985 citizenship laws were enacted barring persons staying in Bhutan 
since 1958 and whose names are not recorded in the census register from acquiring 
citizenship. Secondly, it took steps to strengthen Drukpa identity. In 1989, the King 
promulgated decrees aimed at preserving Bhutan's cultural identity in a "one nation, 
one people" policy called driglam namzha (national customs and etiquette). These 
decrees made it compulsory for all citizens to adopt the Bhutanese style of living, 
including the dress. Women are required to cut their hair short in the traditional 
Bhutanese style. The conduct of all individuals was to be based on precepts of Buddhism, 
the only religion legally recognized for practice. The government also stressed 
standardization and popularization of Dzongkha, the primary national language. 

The declaration of 15000 Nepalese as illegal immigrants and the strict enforcement of 
diiglam namzha caused discontent among the ethnic Nepalese. Inspired by the triumph 
of democracy in Nepal in 1990, the Nepalese in Bhutan launched a political movement 
under the banner of the newly established political party, the Bhutan Peoples Party 
(BPP). The BPP presented a charter of demands to the King, which among others, 
demanded unconditional release of political prisoners, change from absolute monarchy 
to constitutional monarchy, proportional representation for various ethnic groups in the 
cabinet, and amendment of the 1985 Citizenship Act. When the government refused 
to yield to its demands, the BPP organised violent demonstrations. Suppression of this 
uprising by the government resulted in the exodus of a large number of ethnic Nepalese 
from Bhutan to Nepal, where they stayed in several refugee camps. With this, the 
government of Nepal has emerged as an important player in the efforts to resolve the 
ethnic conflict in Bhutan. 

13.5.3 External Relations 

The mountainous character of the terrain, lack of any intra-societal demands, and 
above all, a fear of loss of identity, mctivated Bhutan to lead a life of splendid isolation. 
This isolation also prevented the ruling elite an exposure to the happenings abroad. 
Conscious of their Limited capability and the desirous of preserving their 
independence existence, Bhutan kept her doors shut to the outside world even after 
the World War 11. 

However, with the winds of change sweeping in Asia, particularly the withdrawal of 
British from India and a successful socialist revolution in China, the Dragon Kingdom 
slowly and cautiously became a member of the international community of states. In 
1947, Bhutan participated in the Asian Relations Conference held in New Delhi. Later 
the King of Bhutan visited India to seek assurance from the new rulers in India regarding 
Bhutan's status and position vis a vis India. It was, however, the visit of the Indian 

t Prime Minister, Jawaharlal Nehru, to Bhutan in 1958 which proved to be the most 
decisive event which finally led to the end of centuries old policy of isolation. The first 
step Bhutan took in this direction.was to accept the economic and technical assistance 
offered by India. 

A major consideration evidently behind his change was the Chinese intervention in 
Tibet in the 1950s and their irredentist claims on Bhutan, Sikkim 9 - i  the NEFAarea of 
India, threatening the very existence of Bhutan. Bhutan became convinced that 
recognition by the larger global community would act as a deterring factor on the part 
of Chinese to repeat a Tibet in Bhutan and ensure its separate existence. It would also 
end all uncertainties regarding Indian intentions towards Bhutan. This goal was 
eventually realised in 197 1 when Bhutan was admitted to the Untied Nations as its full 
fledged member. Two years later, Bhutan joined the Non-aligned Movement. In the 
1970s, Bhutan also began efforts to achieve diversification of economic and technical 
assistance, particularly through the help of the UN agencies and multilateral financial 
institutions. Bhutan also diversified her external contacts, with the countries of Asia 
and Europe. With Bangladesh and Nepal, Bhutan has full-fledged ambassadorial level 
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diplomatic relations. The assertive role of Bhutan as an independent actor has been 
evident on several occasions in the UN, Non-aligned Movement and in'other 
international forums. Membership of SAARC also enabled Bhutan to project its 
independent status and play an active role in the management of regional affairs. . 

Check Your Progms 2 

Note: i) Use the space given below for your answers. 

i Check your answer with the model answer given at the end of the unit. 

1 )  Who is Guru Rimpoche? 

........................................................................................................................... 

2) How was the political situation during 19* and 20& century in Bhutan? 

........................................................................................................................... 

3) What are the principal political and judicial institutions of Bhutan? 

4) The strategies adopted by Bhutan to deal with the growing number of Nepalese 
migrants in the country are: 

13.6 ECONOMY 
Being a land-locked aountry with difficult terrain, Bhutan's economy, until the advent 
of planned economic development in the early 1960s, was by and large characterised 
by an extreme degree of isolation and pastoral self-sufficiency. Almost the entire 
population was engaged in subsistence farming. Infrastructural facilities were totally 
lacking. There was n6 pool of skilled labour. There were only 59 primary schools and 
no middle or higher secondary schools. There were only four hospitals and eleven 
dispensaries and only two hospitals had qualified doctors. Bhutan did not posses any 
resources beyond its normal civil revenue and the meagre assistance that was provided 
by the British Government in Indian and later by the Government of independent 
India. It had no bank or any other kind of monetary institution. There were no motorised 
vehicles or metalled roads, no electricity. There were no telephones or postal system 
connecting the countfy with the outside world. p a t  kindof physical isolation from the 
modern world accounted for Bhutan's closed economy. UN estimates published in the 
late 1960s placed Bhutan at the bottom of economic growth ladder, with the lowest 
levels of per capita income. 
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13.6.1 Planned Economic Development Efforts 

The idea of planned economic development of Bhutan was conceived when Jawaharlal 
Nehru, the Indian Prime Minister, visited that country in 1958. By then the Bhutanese 
leaders had become aware that their country could not continue indefinitely in isolation, 
for the countries around it were moving ahead in the growth of communications and 
social services. Moreover, Bhutan aspired to take its place as a member of the Untied 
Nations and [to that end it had to project to the world its image as a progressive country 
with concern for the welfare of its people. 

Jigrne Dorji Wangchuck therefore decided to end isolation and initiated the process of 
change by planned development efforts. The first five year development plan chalked 
out for 1961 -1 966 was designed with the help of the Planning Commission of India. 
This plan, as well as the second plan was also fully financed by the Government of 
Jndia. Subsequent plans too were substantially financed by India. In a way, the 
Bhutanese economy over a period of last forty years has become heavily dependent 
on Indian assistance. 

In 1972, a Planning Commission came into existence in Bhutan. The Bhutanese 
King is the ex-officio Chairman of the Planning Commission. Over the past 
four decades the priorities of various plans have been i) building an infrastructure, 
ii) self-sufficiency in agriculture and food, iii) education, and iv) transport. In recent 
years, the thrust of Plan has diversified to development ofhorticulture, hydel-power 
generation, conservation and proper utilization of forest- wealth and promotion of 
medium and small-scale industry. 

Economy, Society and 
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A significant feature of development effort in Bhutan is the prominent presence 
lndian expertise and resources. For instance, the hydel directorate was set-up with 
the help of lndian engineers. Similarly, the telecommunication system and highway 
constructions are done by Indian engineers. The government of Bhutan has set up its 
own bank, the Bank of Bhutan, in 1968. The use of Indian currency and coins is valid 
in Bhutan. The Bank of Bhutan has entered into collaboration with the State Bank of 
India to advice Bhutanese government in monetary and banking affairs. 

During the recently concluded Eighth Five-Year Plan (1998-2002), Bhutan's real GDP 
(i.e. national income) grew at 6.7 per cent per annum, led mainly by forestry and 
livestock. The industry sector grew at 7.lper cent wherein construction activity and 
electricity generation performed well. The hydropower development in 1990s has 
become the principal source of Bhutanese growth. The electricity generated is exported 
to India, earning revenue to the Bhutanese government. The contribution of services 
sector in Bhutanese annual national income is 8 per cent. There is gradual improvement 
in transport and communication system which is helping to attract tourists from out 
side the country. 

The Bhutanese currency is tied up with the Indian rupee and because ofthis arrangement 
there is limited scope for flexibility in monetary policy of Bhutan. The limited existence 
of private sector restricts generation of domestic investment. There are very few 
enterprises which can be called as major units. The overall small size of the econom). 
adversely affects the private entrepreneurshin. In the absence of Jequate domestic 
investment the economy has to rely on external loans and debts to meet the needs of 
the economy. For Bhutan, India is the prime lender ?t 6nsncial assistance. About 90 to 
95 per cent of Bhutanese trade is with India. 

13.6.2 Social Sector 

There exists direct correlation between achievements in economic sector and social 
sector. Since the beginning of 1980s, there has been a remarkable improvement in 
Bhutanese social sector. For example, in case of health indicators, life expectancy has 
risen to 68 years in 200 1 from 36 years in 1961. Similarly, between 1986 and 2001 the 
infant mortality rate has decreased from 143 to 62 per 1000 live births and the maternal 
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1 mortal rate from 7.8 to 2.7 per 1000 live births. The mortality rate for under-5 fell 
from ; j to 85 per 1000 live births. 

Bhutan also made considerable progress in raising the literacy levels in the last four 
decades. In 1960, less than 500 children in the whole country ahended secular primary 
schools and till 1964 there was no secondary school in the country. Now in 2001, 
about 75 per cent children (of the total child population) attend primary school and of 
them 47 per cent are girls. The overall adult literacy rate in 1998 was 55 per cent and 
for women it was 30 per cent. 

On employment front, the perfonynce is somewhat modest mainly because 
private sector is not yet adequately developed and the public sector cannot provide 
jobs beyond certain limit. In fact, providing jobs to the unemployed youths has 
become a major challenge in recent times. Lack of basic infrastructure, such as roads, 
electricity, telecommunications, etc, is constraining the expansion of medium and 
small scale industry. The capital intensive nature of industrial development in 
Bhutan is also limiting employment generation in the public sector. For instance the 
major industrial activities in public sector are hydro-power generation, production 
of cement, ferro-alloys, calcium carbide, processed foods, particle board etc, which 
provide jobs to limited number of people. Even here, many jobs, including those 
involving low skills, are being taken up by Indian migrants (to Bhutan). Since rising 
unemployment may spurt social uncertainties in future, the government has started 
focusing on building basic infrastructural facilities and in recent years started to 
promote private sector. 

Check Your Progress 3 

Note: i) Use the sp&e given below for your answers. 

ii) Check your answer with the model answer given at the end of the unit. 

1) What is the role df India in the economic development of 'Bhutan? 

2) Analyze the achievements of Bhutan in social sector. 

LET US SUM UP 
Bhutan is one ofthe smallest countries in the world, area and population wise. Monarchy 
stgl prevails in the country although it has National Parliament but the King has larger 
say in the nation's affairs. It practices politics of non-election and the representatives 
in the Parliament are elected by consensus and nominated by the King. The people 
pay little attention to the secular matters. The Lamas constitute the mainstay of the 
social and religious life of the nation. 

After British quit India in 1947, the free India entered into aTreaty in 1949 whereby 
India assured Bhutan's sovereignty in case of external threat. Under the Treaty India 
controls Bhutan's external relations. India has also been playing a major role in the 
economic development of Bhutan. In its path of economic development, Bhutan 
has to contend with pmblems of severe physio-climatic environment, serious resource 
shortage, physical aocessibility, lack of human resources and administrative 
incapacity. Bhutan'strade is who1 ly dependent on India. The small size of the Bhutanese Content Digitized by eGyanKosh, IGNOU



economy is seen as a major constraint in generating domestic investment. Almost 
there is no existence of the private entrepreneurship in manufacturing activity which 
puts restrictions on generating employment opportunities. Since the late 1970s, the 
pace of development has picked up substantial momentum and the country has made 
significant progress in education and health sectors. 
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13.9 ANSWERS TO CHECK YOUR PROGRESS 
EXERCISES 

Check Your Progress 1 

1) Nawang Namgyal 

2) Dzongkha. 

3) People ofNepalese origin living in southern region of Bhutan. 
* - 

4) The Inner Himalayan region. 

5) Tashidzong. 

Check Your Progress 2 

1) Guru Rimpoche is the Tibetan name for the Buddhist monk from India 
Padmasambhava. He visited Bhutan in 8th century and popularised Buddhism in 
Bhutan. 

2) Initially in the 19th century Bhutan was in a state of anarchy mostly because local 
chieftains of different regions were fighting with each other. British government 
put an end to the raids of Bhutanese on the Indian plains after the 1865 war. The 
Anglo-Bhutan Treaty signed after the war made Bhutan a British protectorate. 
Bhutan agreed to be guided by the British in its external policies and the British in 
return agreed not to interfere in internal affairs of the country. The Indo Bhutan 
treaty of 1949 is patterned after this treaty; though India did not claim to be a 
protectorate over Bhutan. The present day Bhutan continues to be under monarchy 
where King holds major power of state administration. Since 1952 Bhutan has a 
National Assembly whose members are elected by consensus. 

3) The principal political and judicial institutions are: Druk Gyolop, the Royal Advisory 
Council, the Council of Ministers, the National Assembly (Tsongdu) and the High 
Court  h him khan^ Gongma). 

4) It tightened citizenship laws and enacted laws to strengthen Drukpa identity. 

Check Your Progress 3 

1) Bhutan had r i ~ h  forest and mineral resources but lacked financial and skilled 
human resources. Over the past forty years, India provided financial assistance, 
whollv financine the five vear Plans in the beginning. It also ~rovided technical 
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expertise in several areas and is assisting Bhutan in the construction of 
infrastructure and services industries. 

Bhutan is one ofthe least developed countries in the world. Till 1964 it did not 
have a secondary school. However since 1980 there is gradual progress in social 
indicators, particularly in the field of health and education. Unemployment of 
educated youth is one of the greatest challenges before the Government. It is 
trying to encourage private entrepreneurship in medium and small-scale industry 
but shortage of domestic investment is the obstacle in its progress. With the help 
of India, Bhutan is trying to address this issue. 
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