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In general, the decentralized forest policies require three basic conditions for producing desired outcomes
viz.: i) political will to devolve power and rights to resources, ii) construction of accountable local institutions,
and iii) information management and decision-making capacity. The community forestry of Nepal has adopted
these principles since its inception. However, both policy-makers and researchers alike have seldom thought
about the question of what outcomes may be produced if the local institutions could not make appropriate
decisions on determining prices of and sharing benefits from forest products and services.

This study was conducted at lowland community forests having high-value forest products and managed by
local communities having socio-economic heterogeneity. The study aims to answer the following three
research questions: i) how is the price of high-value forest products fixed? ii) how does the price affect the
equitable benefits sharing and livelihood improvement?, and iii) what kind of pricing strategy would be
suitable to achieve the equity and livelihood objectives of community forestry? Questionnaire survey to
randomly selected households and individual to group discussions were conducted. Gini-coefficient, y>-text,
and SWOT (Strength, Weakness, Opportunity and Threat) analysis was applied to interpret the results.

The lowland CFUGs consider three bases for fixing the price of timber which are: costs incurred for timber
harvesting (or production), office administration costs, and fund required to support poor and marginalized
groups. These CFUGs apply low timber pricing strategy aiming to increase the access of socio-economically
poor households over the timber benefits. However, the decision has been producing negative consequences
concerning the equitable distribution of forest benefits among the user households and their livelihood

improvement.

The distribution pattern of timber shows that the better-off households are purchasing quite large quantity of
timber than the poor households. Though the low pricing strategy was taken considering equitable access of
user households, the access of poor households is found to be very poor compared to the socio-economically
better-off households. This study reveals that the better-off households have both higher timber consuming
and purchasing capacity than the poor households. This suggests that the better-off households have highly
benefited from the low timber pricing strategy in the name of ensuring poor household’s access. The timber
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price fixed by CFUGs was also compared with the market price and was observed 3-4 times cheaper. As a
consequence, inequality in forest benefit sharing is widening further among the user households. Similarly, the
low pricing strategy is also found defective when viewed from the CFUG goal to enlarge community's fund,
and in fact becomes an impediment to achieve the objectives of livelihood improvement in community
forestry program. This is evident in the fact that income from timber sale comprises around two-third of the
total community fund even even when the CFUGs apply low pricing strategy. Thus, the study discerns
contradictory relation between low pricing strategy and community fund collection objectives. In addition, the
gap between CFUGs and market price raises a question as to whether the low pricing strategy of high value
timber provides subsidy to the users or reduce their potential economy.

Based on the analysis of locally practiced timber pricing strategy at four CFUGs, different pricing strategies can
be recommended for the CFUGs. If the timber distribution is governed by users' purchasing power, positive
price discrimination based on the social well-being groupings will be effective. But, if the timber distribution is
governed by users’ consuming power, we can recommend progressive pricing strategy based on the quantity
demanded. The high pricing strategy, commensurate with the market price, is another alternative option to
collect a large scale community fund and carry out livelihood improvement activities, but it might exclude
socio-economically poor households from the important forest benefits. It requires adequate re-distribution
measures to the poor households.

Finally, this study opens up avenues for further theoretical and policy questions:

e On what basis the local level common property resource management institutions should take
decision about pricing of forest products? Is there any scope of considering users' contribution and
marketing intelligence while making such decisions?

e What are the methods of value addition of high-value forest products which are produced from
community forests and how the increased CFUGs fund can be available for improving livelihoods of
poor households?

e What public policy instruments can be devised to influence CFUG pricing while respecting CFUG
autonomy and self-governance?
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