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PREPACE

Bach year the Overseas Development Administration (ODA)
commissions a numder of ex-post evaluation studies with
tvo aims in mind; {irstly, to assess the effectivences
of ite aid sotivitiss and secondly, to learn lessocns

for improving the effeotivenese of future aid activities.

Thie evaluation is one such study.

Evaluation studies are undertaken by individuals or by
teams especially recruited for their particular knowvledge
vith regard to the subject under study. Sometimee these
teams vill include personnel from ODA (increasingly
teans are & amix of ODA and external perscnnel).

In all casee the reports and conolusions are attridutadble
to the authors, vho are finally responsidle for their
contents, and not to ODA.

Evaluation Unit
Manpover and Evaluation Department
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CHAPPER ONE; THE NEPAL ROADS EESEARGH PROJEC? AXD

ROAD EVALUATION

1. Zhe Nlepa) Rogds Begeare} Profect apd Fima) Report

This s the firet part of a report roduced by five membders of
mmmxopmanupnuommwo:mwu.m
of vhom were oo-&irectars of the 0DG's Nepal Roeds Reeearch Project
designed to evaluate tde economioc and social effects of road oon~
struction in the hills and plains of Vest Central Nepal. The
Mmm.abymmnnormmnmt.w
the Eocnomio and Soclal Cammittes for Overseas Research (ESO0R), dat
the vievs expressed in the report are those of the research teem
nlmondcontum"mctdthcthmotthommyu
& vhiole or those of individuals wvithin the Minisetry,

The oentrel oconcern of the Project with the effects of road
provigion stems from the interest exjressed by the Ministry of
Overseas Develomment in obdtaining a general evaluation of the eoonomio
and social effeots of the comstruction of a sectiom of the Mahendra
Rajearga (the Emst-Vest Highway) through the plains regicn (the terai)
undertaken by the Department of the Environment as part of the British
aid programme in Nepal. Discussiocns between memadbers 0f the research
tesm and His Majesty's Governmeat of Nepal in April 1973 led to the
ualndnottvootbormhvitMnthompottthjocts the
Bi4dartha Rajmargs, conneoting the hill centre of Ppkhare with the
terai and thence vith India, and the Prithivi Rajmarga, oomneoting
Pakbare vith the capital, Katbmandn (see figure 1). Oue of the
argusents for including the two additional roads derived from the
mtdmummtthommgotmnm“utfmt.
and unequal, regions should have the effect of reducing insqualities
betveen those regicns and also, through the more general eoconomio and



+

social impact of road provision, between different sections of the
population vithin each region. Another argument for the inclusiom
of all three roads vas the early realisation that the effects of
road provision would probably culy be fully revealed in five years
or sore after the opening of the road and not at the period of time
around the opening iteelf. 'D;o Siddartha Rajearga had been opened
to motarised traffic eix years previoualy.

Given the revised objective and scope of the research project,

agreed by the Hinistry of Overseas Development - namely, to inveeti-
gate the ecandmic and social effects of tho construction of these

throe roads, with particular reference to spatiasl and social inequality -
the vest central planning region (oconsisting of three administrative
zones: Dhaulaghiri in the north, Gandaki in the central and northern
hills, and lumbini to the south) provided the initial *study area'.
This final report to the Ministry of Overceas Develoment is therefare
entitled The Effects of Roads in West Central Nepal.

The report as a whole, including Parts One and Two (ocomprising

four volumes in all), while presenting a substantial body of criginal
data, a detailed analysis of the ecamomic and social effects of roed

movision, a broader contextual analysis of the political economy of

Nepal, and certain opecific conclusions, does not represent the
totality of materiel collected and analysed vithin the broad fresevork

of the Nepal Roads Research Project. The reader of this first part
of the report on The Effects of Roads in West Contral Nepal is also

referred to the annotated bibliography at the end of this volume
entitled 'Published and Unpublished Work of the Nepal Rosds Research
Project'.

Part One was requested by the steering ocommittee of the ESCOR
a8 a means of providing an introduction to the thecretical appromch,
the central argusents and the findings of the lNepal Roads Research
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Projeot, developed in more detail in the main body of the report -
Part Tvo, It cannot therefore be considered as a separate document
but rather as essentially indicative of the general direction of

arguasnt and of the btroad conolusions reached in the second part
of the report., It should, therefore, be seen as a casplement to
and not a substitute for tho main body of the report ou The Effects

of Roads in Weat Central Nepal. -

In this volune (Part One) wvo first discuss, in Caapter 1, the
vays in wvhich road coastruction bas boen evaluated in the past and
oonolude that many of the most important and logically pricr decisions
regarding the provision of roads are made independently of and outaide
conventional formal evaluation procedures, Furthermore, the many
unvarranted value judgments oo vhich the formal evaluation is fre-
quently based reduce it all too often to a narrov technical exercise
of dudious value., In Chapter 2 we outline the situation in Nepal
to reveal the vider context within which road provisicn, and other
investsents of a complesentary nature - such as agricultural extension,
movisgion of nev fara inputs and official ‘support' agencies, are
planned and iaplesented. Chapter 3 is concernmed vith the provision
of roads in the countext of the rural econcay and society, while
Chapter 4 concentrates on the changes in urban ecanosy and society
in relation to road provision.: Chapter S presents ocur comoclusions,
congiders the prospeot for Nepal in genersl in the future and the
role of roads in particular,

2e a ensive a ch 4n
road evaluation

~ 8inoce 1973, vhen the Nepal Roads Ressarch Project vas conceived



and dexigned, a zumber of studies, wvritten for mjor aid-giving
agencies, have been produced vhich consider the role of roads and
mdcmtmcﬂmhthomotwooﬁcmmnm;
the majarity of these stiees the very liaited nature of the
offects attributadle to roed movigion, particularly in the least
developed countries, and contrest strikdingly vith the optimistic
ostimations of prodadle induced positive changes oxpressed in most

ox ante feasidility studies and appraisals. There have also bdoon
suggestions that large investments and major capital projects not

only can have a limited offeot upon the moductive farces and thedr
development but {n same circumstances may actually have serious
negative econamic and political effecto. In view of the comparative
scarcity of detailed ex-post studies of the offects of aajor invest-
oent and capital projects, this particular evaluation of the provision
of roads in one of the least developed countries in the world ahould
mrovide important evidence for this debate. It should be seen, not
ouly as a case study of the situation in cne regicn of cue ocountry -
dthcu;ﬁnhopomt1tv1nmnmm1uwch-buto.houm
attespt to develop a tzoad theoretical approach to the analysis of

the effect of large investments in infrastructursl development in
underdeveloped countries. Ve hope that the report will be of

interest and utility doth to aid donors, vhether national or inter-
national, and to the recipdents of aid more generally, as well as
to thoee concerned with the serious Fodicanent of Nepal,

It is important to note at the cutset the real danger that the
propoxition *roads equal development®, now increasingly regarded as
=isleading or simply wrong, vill «isply be replaced by 'roads plos
expenditure on agricultural extension oqual development', which
holds little mare applicabdlity than the first mopoaition for the
dnphmmthtmthommotmh(uqchotuot
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priority and vith regard to their locatiom, quality and aligment),
&8 well as agriculturel extension are determined by the political
eocncmy of the oountry in questicm. Only by making use of a
fremevork vaioh explicitly inocrporates ‘eocnoxio!, *politiocal?
and ‘social’! faotors vithin an integrated dynexic system can an
adequate understanding bde achieved, and an appropriate polioy devised,
It is perhaps inevitadle that the implicatioms of such an
apgroach irill de somevhat wmoomfortadle for polioy-makers, in part
because the policy-mskers themselves are then included vithin the
analysis rether than treated as a vholly 'rational’ deus ex machina
standing above and outéide the political econcmy vithin vhich groupe
oosbine and re-ocaddne in a sudtly shifting pattern to defend and
promote their interests, Mhnrtbocmunohmamchhﬂiu
that the narrov econcaistic and wholly quantitative techniques of
®ost current aprraisal studies must be qualified and the usual
ceteris paritus conditions themselves questicned, so that the
apparent ‘objectivity' of such techniques vill be thrown into doudt,
If the report also inoludes within itg socope the activities
of osrtain aid-giving oountries and agencies it is because it is
folt that these too are an inextricabdle elemont in the political
somomy of Nepal. The repart will olais, for example, the importance
of the internatiocnsl military and strategio situatio: as well as
troader diplomatic and political oonsiderations in Todian and Chineso

aid programmes and argue, sare generally, that foreign demars are
Twrely disinterested in the forw aid takes in the recipdent ocountry,
the case of road camstruotion deing the exasple upon vhich the repart
ooncentrates., Even such a chaspion of orthodox economics as Milton
Sriedman has questioned the United States' economio aid JTogTeEme
(although adsittedly from a very different theoretical standpoint

from that adopted here) and, in arguing for 'free trade’ against aid,



bas suggested that "the argusent for eccoomio aid ... is sometimes
used as a raticoalisation to pcnit straight silitary or political
subsidies to be made under a different label" (Friedman, 1970: 65).
In the light of the preceding remarks the reader should not be
surprised to find no attempts 'vgtm this report to apply a variety
of quantitative paremeters of inoome distridutions for inolusion in
omnventional oost-benefit analysis. The report is ooncerned rether
to demcustrate the structural factors responsidle for a) the relative
lack of response in the sphere of production to the provigion of
roads, b) the maintenance, at best, of existing spatial and social
inequalities, and o0) the adeence of any significant accumlation
and reinvestsent in groductive enterpriee, despite the hope expressed
by the Nepalese govermment in their Fourth Five Year Plan that rosd
jsovision would reduce inequalities and stimulate production in both
industry and agriculture. The report is also ooncerned to explain
the factors underlying the Fepalese govermment's interest in road
construction progremmes and the emphasis laid on trensport development
by many aid donors in the case of Nepal.

3¢ The UNIP Roed Feasitdlity Study for Nepal

As an example of scme of the possidle shortoomings of the con~
ventiocoal approach to roed evaluation, and as an introduction to the
provision of roads in Nepal, the UNDP Aced Feaxibility Study is txriefly
discussed here to support our olaim that a comprehensive approach fo
oasentisl in the study of the effects of roads and other ommplementary
inputs, and to empbasise the necessity of evaluating major projects
as an eraoiee in political eoonomy rather than imaginative acoounting
or expsnsive ‘rudber-stamping’,
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In 1970 a team of consultants vas oontrected by the UMDP to
conduot a road feasidility study for Nepal at a mojected cost of
Rs.11 million (about £} million). This rosd feasibility study
raises four major issues vhich demcnstrate the difficulties of
applying the theary of ooet benefit analyxis in a concarete aituation,
These are:- '
(a) The prodlem of the field of oomparison, 1.e. comparing alter-
native investaents acroes sectors, space, time and rojects;
(b) The representativenses of prioces as indicators of resource
allocationg
(c) Asmmptiocns ocmoerning the diffusion of imnovations vhen attempting

to estimate induoed indirect ocoets and benefits;
() The treatment of non-quantifiable benefits and oosts, and the

Jrobles of ranking projects.

() The prodlem of the field of comparison

The UIDP Road Peasidbility Study, like many apireisals, is a
comparative exsrcise. The aim is to renk possible highway con-
struction projects throughout Nepal. But highway construction is
anly a sudb-get of the poesidle chodces avalladle for the allocation

of aid and domestic funds. The terms of reference for the foasi-
btdlity study therefore were themselves the product of a mrior decixion
of much greater importance. The ariteria used for this wior decigion
are crucial but are only exyressed in aggregate planning documents and
MuotmotmnMMmmwdm
For instance, the Fourth Plan (1970-75) explained the allocatiom of
3% of total expenditure to trensport and communications largely on

the grounds that:

"The infusiocs of development ideas in (inaccessidle) regicns
depends largely on the availadtdlity of adequate trensportation.



It 18 only through trensport expansion that the development
projects of all types can flourigh together through mutual

co-ardination and integration."”
(Pourth Plan (1970-1975)8;972.
p. 11

The quantitive isplications of such statements are not made
explicit but do have a sesdlance of measuradility, even if there
is 00 evidence that such measurement has beon carried out, On
the other hand, an objeotive of transport provision such as:

"To help strengthen, pramote and protect the constitutiocnal
system, nation and maticmality, together vith territorial

integrity "
et (Yourth Plan (1970-1975) 1972,
Pe 119)

does not eaxily lend itself to quantificatiocn and indicates the
application of broadly political ‘renking' criteria in allocation
betveen sectars not taken into acoount in conventional appraisals.
Thus the selection of seotors for appraisal rests upom criteria which
themselves remain generally unguestioned and unappraised, filtered
through a complex network of vested interests vhich are then presented
to potential aid-domores for ccnsideration or for project appreisal as
terms of reference. In such ocircumstances project aprraioml may only
parfors a ‘rudder-stasping' function giving an unwvarranted seal of
apsroval to seotarel concentraticns resting on other criteria. The
paredox of an apreiser ardeatly seeking possidle future benefits for
cne roject in a situation wvhere the direct benefits of equal expen-
umuaommmm&umhctmn@umm«-
xight yield higher aggregate dennfits is certainly a posaidility,

and ve wvould argue that it has occurred in practice in Repal, This
paredox can groduce a devaluation of the activity of aprraissl
altogether. For example, the RHoad Peasibility Study found that,
taking acoount of savings oo existing sovements and a seasure of
inoreased produotion in agriculture, roads in ‘tho hills were unjustified



oampared to roads in the plains (or terai). BHowever, since the
tc-ornrmonlyuhmeomdnmtholom“m
to accept the conclusions of the repart, the following paregreph
was included in a sequence of nan-quantified benefits:
"Finally, but perhape aset important, is the estimate of
tifiable benefits identifiable in governsent
mwm develomment plans in general and transport in
particular. For instance, if the area served by a link
coincides vith a growvth axis, this link will certainly
have impartant non-quantifiable benefits, since its
construction wvill enhance the overall ecomemic strategy

of the country."
(UNDP Road Peesibility Study,
1973. Po 2.13)

The final versiom of the Road Feasidility Study perhaps oould
have ended 'Q.E.D.’ although the reascning resembles a tautology
rather than a theorem. Thio ariticdiem is not intended to deny the
great importance of "noo-quantifiable' benefits end coets in gensral,
but we recognise a tendency to give prominence in poject apmaisal
to certain types of benefit "for no other reascn than there exists a
reascuably satisfactory method of measurement™ (Sychrava, 1968),

The central elements of the UNIP feasidility study vere amenable
to measurement and oonsisted of:

(1) Denefits ue to reduction of transport costs;

(14) social cost of unesployed porters, offset by

employnent for ocarrying increased trude and road
ocnstruction and maintenance,

The overull field of ccmpariscn suffered from a DArrov concen-
tration on & fev quantifiable benefits and costs vithin a single
sectar; and even the oconclusicns dsrived from this limited approach
vere then overridden by a medulous and under-specified benefit
included vhen the original results proved politically unpalatable.

Within these limitations the comparative scope of the feasibility
study was vide, eatracing as it 414 the whole of Nepal and as long a
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time-period as necessary (disoounted at 10% p.a.). The study
approached the prodlem of heterogeseity wvithin the mjoar ecologioal
sones by grouping Distriots wvhere the proportiom of main orope
grovn wvere similar (in terws of percectages of total output).
Given that the study also oonsidered the influence of roads to be
w to a narrov cwrtdar.'tho appliocebility of the method
requires uniformity across Distriots wvhich even to the casual
obesrver does not exist. However, this approach allowed the study
to substitute space for time and compare the situation in 'aimilar’
Distriocts with reference to roads constructed at &ifferent times.
m.nmchnnmnthomolmhncttobommctod.
sudbject to the effectivenses of attempts to control for inter-District
variation. The time profile suggested that "the effect of a roed
during the firet fev ysars of its existence 1s rather limited" (UNIP
Road Feasibility Study, 1973, p. 5.103), amounting to real increases
in net cutput per cultivated hectare of under 1% per annus in the
first ten ysars for all situations, riging to a maximm of betveen
1.06¢mmuthoumm1.2%mminthom(c
plains) arcund the fifteenth ysar after ocnstruotiom. Ve acknovledge
that the vide spatial and temporal fields of comparieon do have
advantages in respect of this methodology, and the ability to ooapare
aggregate advantages of various transport netwarks vhich may exceed
the sum of the advantages of oomponents. The method would have been
isproved, howvever, by an analysis of spatial heterogenoity and, more
imsportantly, of the factors underlying the large observed roductivity
differences.

In general, though, we oonsider that this approach has sericus
linitations. Firetly, it fails tu consider the fundamental reascns

for such a lov response rate to road provision. Secomdly, it discounts
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time at much to0 lov a rute, given that moet experts agree that

Nepal faces a crigis of major proportiocns in the near future, vhich
further implies that the bland space-time substitutiocns the study
sakes, ingenicus though they may be technically, are quite unjustified.

(b) The representativenses of prices

Cost benefit amalysis using current market prices is in theory
valid only in situations vhere the impact of investment does not give
rise to any price changes (or in prectioe only small rrice changes)
vhich might be caused by the changes in quantities produced ar oo~
smed, A projeoted fall in transport costs by a faotor of adbout
eight (vhich is the situation in Nepal) may be expected to affect
relative prices consideradly and hence reel incomes. But this
jxoblen is small compared vith the generel 'second-best'! situatim

vhich the current market prices represent and which coet benefit
analyxis is forced to use. 7To assume that obeerved mrices in Nepal

are those that would exist under a hypothetical, perfeot campetitive
genoral equilitrius seems more than a little heroio. Official inter-
vention and sonopolistic/monopscnistio influences appear to ocour in
sany izportant sarkets and the processes of price informatiom 4if-
fugion require investigation to establigh vhether such {nfluences

are indeed of no consequence. Although the feasidility study found
that spatial price structures were bdrcadly consistent with calculated
transportation cost differences, the state subaidises the transport
costs of fertiliser and it is debatable vhether this obeervatim
reflects or will reflect the relative ocosts that producers actually
face in deciding how to allocate socarce resources. VWithout a fuller
understanding of prioce formation (including initiatives by the state)
and the implications of the resulting prices for production and
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consuaption decisions, we oontend that prediotions of benefits bamed
on assusptions of perfect oompetition are suspect. Adjusted prices
are not in general used in the feasibility study except for the
opportunity cost of self-carriers and the expression of value of
occmodities in kilogress of maise. The former exception yielded
isplied wages closely related to the wages of so-called professional
porters in the eame locality whilst the latter attempted to control
for real incomses by assuming that saize vas a universally produced
and consumed comsodity insensitive to transport cost changes. '
However both these calculatiome fail to question the validity of
the underlying price struoture and do not meet the ariticiss mads

above,

(c) The processes of diffusion of innovations

The assusptions conoerning constant population growth and
unchanging cropping strategies over the next twenty years made in
the repart are highly questionable especially as the dimensions of
the crisis in Nepal are already olear. If the distridbution of
benefits acroes time is dedatadle, their distridution across apace

might be expected to rost on surer ground. The feasibility study
distinguishes tvo levels of impact. The firet is aseociated vith
user cost savinge, that is 'direct' benefits, and extends throughout
the area vhere significant transport ocost reductions exist (this ares
being called the ‘gravitation area’). The second is more restricted
and corresponds to the corridor wvhere isprovesents in production
produce 'indirect' or 'induced' benefits. This area of i{nfluence
from the point of view of the feasibility study was measured "on the
basis of the diffusion area of technical weans (of productiom) cmly"
expressed in journey time, and implied that "the trend practically
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drope to zaro in areas sore than one day distant from the road"
(NDP Roed Feasidility Study, 1973, p. 4.3). The Cartesian
distance ismplied by this truvel time measure varies from less than
tvo kilometres to about twenty-five idlometres. The emphasis on
purely spatial, and the neglect of socio-eccnomic, criteria for
identifying the incidence of influence involves a groes sisplifi-
cation vhich amits any oonsideration of the sechaniems of diffugion
associated with technical (or any other type of) imnovation., This
Beasure gives a total of tvo hundred thousand people envissged as
being within new ‘areas of influence' created by the road construotion
Frograame [Topoeed for West Centrul Nepal in the feasibility study.
This vas to be achieved at a ooet, as envisaged in the Fourth Plan,
of about Rs,50 million (wvhich now represents about Rs,100 million as
no oonstruction vas undertaken in that plan pericd). The sum
corresponds to about Rs.3,000 per housebold in the 'area of influence!,
or to approxisately the total asount earmarked for agriculturel
education and research in the FPourth Plan (Rs.55 millicn), As a
final note to this section we oconclude that if the heavy expenditure
on roads is undertaken (vhatever its costs and benefits), with such
narrov corridors of influence in the hills, alignment then becomes a
crucial choice. Indeed, the whole question of why infltience areas
are 80 smmll required investigation rather than sisple acceptance -
especially when i{ndirect benefits are thought to be so important.

(d) The treatment of non-quantifiadle benefits and ocosts,

and the ranidng of mojeots

As a response to criticisms such as those made above there has
besn an increaxing esphasis in project appraieal on ranking techniques
vhich offer more flexiddility than those deriving froma social ooet~
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benefit appraisal methods. A report on another planning regicn of
Nepal ‘(by the Centre for Eoonomio Developsent and Adsinistration
(CEDA ) suggested that since forecasts of future traffio flows were
subject to vide margins of error, priority should be given to routes
vhere existing traffic gave same hope that a road would break even,
This suggests a lexicogrephio ;rdwtnc with a btreak-even criterion
as a first priority, followed by such non~quantified bLenefits as
aoccess to health and education facilities and non-quantified costs
(resource lossss through erosion of land used for agricultural
parposes), and also oonsideration of the social dlstridtution of
costs and benefite and consequent tendencies of, for exaaple,
capital acoumulation or salnutrition. A btreak-even ariterion

does not escape the above criticiams ut does relegate the narrow
economio calculations to a lesssr role vhere prior decisions are

not justified by dubdbious, or at worst spurious, complex caloulations,
wvhich are costly in financial and ekkilled manpower terms. Also
renking criteria avoid the temptation to over-quantification of
issues such as health and education vhere argusents about ‘human
capital’ are only a part of the real issues involved, Similarly
the issue of, firetly, distridbution and, secoadly, acoumulation
cannot be adequately parsmeterised because, for the first, seasures
of inequality have inconsistencies between themselves, and, for the
sscond, highly aggregated propensities to save and invest alone tend
to be critically under-identified. Also, however laudable criteria
such as '"the share of the poocrest thirty per cent" appear, they also
are arbitrary and may be sensitive to minor variations in the chaice
of cut-off point. Our oonclusion is that, vhilst renidng can mark
an advance tovards a fuller understanding of the impact of projects,
\mjoct aprruisal sust be recognised as a complex art in wvhich gemersl
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mthematical forumlae ocsnnot have universal applicability, VWithout
an adequate detailed analysis of existing structures, negative
aprraisal is capable of bdeing overridden by any expression of belief
that qualitative changes will de mireaculously induced by the propoeed
project. Ve wvould agree with eocnomiet E.J. Hishan vho obeerved,
with reference to the Roaikill Report on a third london airport, that:
"Cost-benefit techniques are, indeed, doconing mocre sophisticated.
But they may be too late to exert much influence in the choice
of projects vhich can be related to the 'quality of life!
ismue. A Report such as the present, excellent as it is,
paying lip service to right principles and secure within its
terms of reference, nay have the unexpected effect of contri-

buting only to the pudlic's growing ispatience with economic
expertise, and pechape with economics in general."

(Mishan in Leyard (ed), 1972, p. 471)
VWe do not think, however, that the resedy lies simply in further
ecanomio sophistication dut rather in developing a theoretical approach
capable of providing a fuller understanding of the interests of thoee
affected by proposed projects and the seans and opportunities for
such interests to be expressed. It is within this oontext that we
turn to a discusgion of the situation in Nepal with specific reference

to the provision of roads and their effecte.



17.

CHAPTER TWO: THE SITUATION IN NEPAL
e e e — A e A~ Mg

1e The orisis

It is tmportant, at the cutset, to situate Nepal firely among
the other least-developed of the underdeveloped oountries, beocause
there is a real danger that, vhen examining in detail the particular
Mouofu‘tmomtryor, ui.nthoouooftucnm.
of a single region within that country, bdboth authors and readers
stress the peculiarities of the specific situation investigated and
underemphasise the features sbared by the region or oountry concerned
vith others. Nepal is, of oocuree, unique, as is every oountry;
but the problems ve identify asd the fundamental economic and social
Mom-nommmuem-mntumm. from
vhich those problems devive, are by no means vholly untypical and
indeed share many comson features with thoee of other underdeveloped
countries. Nepel may bde regarded, perhaps, as an extreme case, but
mmtmhmfudmttmolmhmmw
world,

In 1971 twenty-five oountries were identified by the UN, on the
basis of & aumber of eocuomic and social indicators, as the 'least-
developed' in the world, Nepal was cue of them, ranking somevhere
vithin the bottom five (see Tadle 2.I). Most of these countriee
eutfered, as does Nepal, from geographical isolation, poor internal
oomrunications and difficult terrein - desert or sountain, or both,
Sixteen of the twenty-five, Nepal inolnded, vere land-locked. Theee
in particular were generally dependent to an exoeptional degree on
relatively sare industrialised neighboure for the transport of goods
to and from the rest of the world, and treded heavily with thoee



pconoqic and Decographic Characteristics of Least-developed Countr:ss

cpr Criteria I)\nnual Rate|Annual Rate MTugt Annual Share of
Popu- | of Growth | of Growth |Growt: ° rte culture
Countries ha‘on Doem H;nh:;:c;;ns A;Au;::.:: % Np of GDP iFood Prod. of Bxports PO?E:”“ ‘sg Total
(aillica) L “Capita |Total Prod. | of Adure  [1960-1958 IPer Capita G £ Labour
1969 '3 1068 | & 1068 n 4 » 1961-1969 %| 1960-1968 1968 Force %
Afghant-
stan* 16.5 91 1 8 1.9 o] 3.8 4 80
Bhutan® 0.8 n.a. n.a. n.a. 1.9 n.a. Nelle D.a. D.a.
Botswvana* 0,6 106 8 20 3.7 nD.a. n.a. 2?7 91
Burund{ * 3.5 53 4 10 2.4 1.2 10,7 s 95
Chad* 3.6 73 4 7 =0,1 =6,6 6.6 1 90
Dahomey 2.6 9 s 10 2.9,54.0 (o] 6.8 16 84
Ethiopa 4.8 ) 9 5 4.6 (o] Se1 ? 88
Guinea 3.8 89 6 [ ] Sl =0,3 0,0 15 80
Haitd 4.8 83 12 1" 1.5 -5.3 0.5 1 ”
lace® 2.9 72 D.a. 15 2.6 2.3 D.a. 0.5 81
Leesotho® 0.9 8?7 1 &0 b2 -1142 nea, 18 8s
Malawvie boh 69 8 15 3.8 Se1 9.8 16 81
Haldives 0.1 n.a, Dol DA, 2.9 DA, Ne@e Ne.e
Malie 4.9 %R 8 2 3.4 =0.9 3.6 S 81
| Nepale 10,8 82 11 9 _2.8 0 n.a, __R.a, Ob
Mm' 3.9 89 6 1 2,1 0.5 901 1 97
Rwanda® 3.5 &3 n.a. 10 4.6 2.7 18.4 & 95
Sikicim® 0,2 DA, N.a. Dele 1.7 Del. N.a. N.a.
Somalia 2.7 60 n.a. 5 4.2 1.1 2.4 10 8
Sudan 15.3 115 ? 12 3.7 -1.0 3.4 19 78
Tansania 12,9 Yal 6 1?7 3.9 0 5.8 3 95
Uganda® 9.5 95 8 F 4,0 0.7 71 29 &
Upper Valta®| 5.3 [1] 6 7 2.3 =0,9 20,3 3 86
Semca 0.1 n.a. n.a. n.a. D.a, n.a, He1 n.a. 7%
Yeman (Arad
Rep.) 5.6 110 n.e. 10 5.8 . 0.8 D.a. 2 90
*land-locked N.a, = not available

1
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neighbours from a position of weakness, for geographical, eoconomic
mdpouuulmm.uhthomoothm vith respect to India.

Many of these countries were chareoterised, furtherwmare, not
oaly by their extreme poverty, general lack of development and
dependence cn large and relatively powerful neighbours, but also
by considerable internal inequalities in the spatial and inter-
household distrituticn of income. They also demcnstrated remariably
lov levels of productive investsment and a progressive deterioration
of their general ecccomio base, usually reflected directly in declining
por capita income, despite financial ‘Support! from cutside the
country and excessively heavy use of arucial tut extremely limited
physical resources vithin the ocountry,

One authority on Nepal has vrittea, of the pericd 1956-1965:
"the limited availadle eocmomic data suggest that overell natiomal
output during this period grev at the average rate of adbout 2¥ per
annum, while populatica growth tallied about 2.5 per year” (Beenhakker,
1973: 3), and as recently as 1974 a UN report opsned with the bleek
statesent: 'Nepal is poor and is daily beooming poorer” (ARTEP, 1974).
Figures for the period 1961-1969, relating to the amnual rate of growth
in per capita food production - a cruoial indlcator in a oountry where
nearly 9% of the population are dependent ocm agriculture - suggest
that, at best, Nepal attained a sero rate of grovth during that decade
(Beenhakker, 1973: 38; OBCD, 1972: 105). \hatever statistics one
takes - and there is often oonsiderable variationm oving to the fimda-
sental unreliability of much of the data om vhich the statistics are
based - there appears to de g90d evidence to suggest that Nepal's
predoainantly agrarian eccucsy is baving great aifficulty even in
keeping pace with population growth (o;o Tadle 2.II),



TABLE 2,11: Extrapolation of Past Trends up to 1990 in respect of scme lndicators

Population growth-rate (% per anmm)
PP growth-rate (% per anmm)

GDP per capita growth-rete
Total cereal production (*000 mt)

Cereal dalance - Surplus (+) (*000 at)
Deficit () (1000 mt)
Per capita supply (kx per capita)

Mmm-ucm('ooo-t)-

/o

3:793
3.427

355

2.3
2.2

1980

4,190
4,283

2.3
2.2

4,628
5415

Source: m,wnmummmwmzum 197%: 8
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Thug, Nepal today is a oountry in crisis; acﬂdibwuht
about by repdd population growth and the inadility of eitber the
State or private enterprise to respand adequately to increase
production and generate acoumulation for further productive investment.

Reascns for this general inability to respand adequately, even vhen
foreign aid in the fors of loans or infre-structural development such
as the oomnstructian of roeds is provided by mumerous donor countries,

are suggested delov. It is necessary, bowever, to provide a brief
mmwumwmummmuomcnm
involved,
mmthtoormummmmum-bm
thomm”otthouuemy(vbmmotthotommun
live) within fifteen years, through land fregmentation, deolining
Yields, forest degredatiocn, erceiocn and sadeequent 1oes of arebls land.
umdythohuhuavhohmatcod-mhhﬁdt“ndm
ammtmawtuaummmmmm
back by those employed abroad. The failure of agriculture in the

hills to develop beyond varicus forws of domestic production and (to
& very amall extent in terms of total cutput) petty oammodity pro-

duotion is related both to this intense pressure an existing resources
Mtothoomtothbourhuthohilhndoutotkpl.&idﬁ
saintains marginal farss in the hills,

The plains of Nepal, oalled the terai (a narrov strip detveen
the foot of the hills and the Indian fromtier approxisately 15-30 ims,
vide along the eatire width of the oountry), is still a food-grain
surplus ares, butvtnboinmxynbjmtomotm
humuwummmmmm-mmm
o8 a considerable scale both legally and illegally - increases. It
hubooamubymmtmhttmmmactuam.
to technical innovaticn and development in agriculture, tut even in
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the terai, vhere resource, transport and labour conditions are more
favourable, the extent to which 'modern’ capitalist agriculture has
devoloped rmiﬁ limited.

In ‘industry’ only a handful of sstablishments, mostly in the
eastern teral and Kathmandu, are involved in large-scale mass pro-
duotion., One major reason for the tdim of Repal to develop
industrial production beyond thie level is the existence in India
of relatively developed large-scale industry vhich ie able to produce
virtually all of the major ocomsodities required by the Mepalese market
at competitive prices. This has prevented the emergence of indigenous

industry at anything other tban a simple level, and even btrought adout
the decline of what sxzall-scale local industry existed before.

2. The Nepalese political struoture

The fundazental coatfiuity in the structure and organisation of
the liejalese Stute over the last two hundred years explains in large
part ites inability to iutervene effectively in the production process
and its heavy reliance today on foreign aid. Since the unification
of liecpal by Prithvi Nareyan :hah in the second half of the eighteenth
contury, the State has sought to extract taxes from ismmovable assets
(usually land) and transactions (especially the Nepal/India and
lepa)/Tibet trade). In the context of wkat can be labelled a

'tributary® state, settleuent of land ves actively encouraged oo
that the tax base could grov. Indians were invited to settle in

the terai ao farrers n~d tradern, and on several occasionc central
directivea were ment to local rulers, potty chiefs and officials
warning that cuirrent oppressive behaviour would result in the taxed

aerely fleeing from tke area, a 1oss of tax revenues and the wrath

of Kathaandu,



23.

This system of extraction of taxes for the ultimate benefit
of a small ruling group (the Ranas, & lineage of hereditary prime
ainisters vho with their relatives ruled Nepal fiom 1846 to 1951)
vas secured by agreements betveen Nepal and British India, While
Britain guaranteed the external security of Nepal, the Ranss allowed

the British to recruit goldiers and ongage in trade, In eome
respects, then, Nepal had a status viz-a-viz the Britieh Raj similar

to that of the larger princely states such as Rajputana or Hysore.

By the time the British withdrew from India in 1947, most of
the major characteristice of the present Nepalese state had deen
estadblished: a government intent upon extraction of taxes for
consumption by a fev; a population vhich was exceeding the levels
wvhich the land could feed under exsting technologies; a ladbour
exporting economy to support this population; and a stunted industrial
and camufacturing seotor due to unsuccessful competition vith Indian.
@2ade goods. However, independent India followed a different policy

regarding Nepal coopared with the British., With active enoouragement
froo India, the Ranas vere overthrown in 1951 and the Bunarchy restored,
vith the expectation of the estadblishment of a parliasentary democracy

along the lines of the Indian model. Hovever, rule by the Nepall
Congress Party vas ahort-lived and vithin a decade the Crown vas

able to take control of the State apparatus without any fundasental
change in the meabership of the ruling group. In the early 1960w

the Panchayat S8ystes of representation vas introduced, tut, despite

the rhetoric of democracy, the degree of popular participation remained
lixited, and local independence in deciaion-aaking very small.
Political parties have been danned eince 1961, Another type of
rhetoric has begun to appear 1. the seventies - the rhetaric of

develoment,
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dovever, the movigion of ssrvices such as egriculturel extension,
technicel education and health is at a lov level even in oomparison
vith other poor countries. Notvithstanding the ineffectivensss of
many State development institutions and the lov degree of regional
devolution of decision-making, the last decade has seen an encrmous
expansion in the number of govermment offices ocutside Kathmandn
nmym&nanhthMomw
wmmm:emmmo:mmm. furni ture-
making, printing, eto., and indirectly through imports for oonsmption
demanded dy the ewployees. mmo:m.mmn
the tureaucracy are intimately asscolated with the expangion of
acadexic educaticn tut are also related to the provigion of aid and
mmeommmuawmmuo-mu.
stroog isplessnting organisation, although unfortunately not the
substance,

3. Poplation pressure ia the Hills

umwuumwmumnmum
lation inareese . from before 1961v1thnydowotnomoy.thm
ie evidece that the preeent 'prodlem' started to be apparent in some
areas betwveen the World Vare. This problem ie that the balanoce
betwveen fmctndmblohndhubnnimmblywbod.

Aradle land requires a net trensfer of fertility from the forest by

the transport of leaves and grass either to the field direotly or
mnm.uyntouortolunptodm, from vhenoe it is &is-
tributed as farmyard mazure to the fields. If thie transfer 40es

not oocur in sufficient quantity to maintain mtrient levels and
structure in the sail, a decline in fertility will oococur, The respouse
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to such a decline, oven vith a oonstant population, is to clear more
forest for arable land to maintain levels of total ylelds, and with
& population {increasing about 2.4% per annum, the emergence of a very
ssrious ecological prodlea must ocour. The stripping of the forest
cover wxmosrdates the situation, in that reeulting sail eroeion
further reduces the adility of the land to support an increaxing
popualation, and, additionally, perennial water supplies are advereely
affected, redunoing the amcunt of irrigadle land.

Evidence from similar situatiocns of ecological decline in moun-
tainous oountry elsevhere (e.g. Lesotho, SBouthern Italy, Noroooco)
point to the prodability that this proocess in Nepal was repdd and
recent. If this is eo generally in Nepal (even vith regiomal
variations in the timing of cnset), it is easier to ocwprenend vhy
un.mmmmmm.mummmmw. Within
living semory pastorelism, slash and burn techniques on the Rhill
slopes vith single-crop rioe cultivation in the valleys and the
$erai (limited until recently by malaria infestation, such that
vhere possidle farsers returned to higher ground at night) vere
practised, The resmants of the pastaral eoonomy oan be recognised
in the very high population of cattle and Buffalo per capita which
still remains, tut flocks of sheep and goats have been oconsidsredly
MMMMQQ&W%,OQMMM&.M%W
them in vinter between their anzual eusmser migrations to the high hill
pastures,

Henoe a very profound change of a systesio nature has been forced
upon the agriculture in the hills, Nev responses in terms of inter-
cropping, the introduction of vheat into rice lands in winter and
ainor isprovesents of irrigation and f1eld levelling have taken place,
but have not kept pace vith population growth,
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b. Aspects of internationsl relatiocns

'After independence India vas able to maintain cloes ties vith
Nepal. Although Indian defence persannel were ordered to leave
Nombynngﬂnhondnintbo"l%&, India took over the major part
of the recruitsent of Nepalese as soldiers. A series of trade and
transit treaties, in vhich Nepal was in an inferior tactical position,
easured the increased flov of Indian goods into Nepal and the contimued
Fre-eaption of the development of Nepalese industry, Furtherware,
the ocnstruction of roads bdetween the two ccuntries (north-south
alignments) has been largely financed by Indis and serves both
commercial and stretegio interests at cne and the same time, Tor
the Nepalese, hovever, the recent amnexation of Sildds by Intia gives
grounds for ocnsideredle ooncern and friotien. Nevertheless, India
is heavily involved, both as an aid donor and as an eaployer of
Kepalese labour in industry, the arey and elsevhere, in supporting
the Nepaless economy. However, while this temporary absorption of
mmumuudmlmoolmhmmmmtho
crisis for Nepal as a wvhole, 1t oould be argued that it also teands
to inhibit the development of mare intensive and efficient forms of
oduction in Nepalese agriculture and industry.

From the point of viev of certain industrialists and businessmen
in India, Nepal constitutes a periphersl dut important markst for
comodities produced an a mass scale in India, and this produces
considerable pressure on the Indian government to ensure that political
mm.-ummﬁummnmonumworm
manufactures. In s0 far as it represents such interests, the Indian
government is concerned to maintain and even extend such trade and
transit treaties as exist, all of which favour Indian producers and
serchants at Nepal's expense and ocantribute very largely to the stunted
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developsent of Nepalese industry. The predominance of Indian
production, whether in industry or in agriculture, is evidenoced
in the fact that even in the remotest Nepalese villages mase-

sanufactured oommodities bave largely replaced locally-produced
M.Mhomuyintm,mmthoymmctodtom
lemmdhﬁnﬂbym, vegetadles such as potatoes
udaumter-hmsln.tonmnyinmhmn,nthctm
in the surrounding aill eocnoay,

Se tion Ne

Inmuthothcrmm. uwummmm.m
saintained nominal political hdmdmodnrugtho nineteenth and
amm:ottaomummmmmmmnnum

regarded isprovesents in transport facilities as a threat to their
remaining autonomy, Offers of Britien help to link Kathmantu with

Inuabymdnunluudnd. in generul, restricticns on movesents
and activities by non-Nepalese created the image of a 'closed! oountry
despite the acoelerating integration of the Nepalese economy into the
Indian. The ability to enforce a oorvée systea for obtaining labour
suggeste that the construction of a national communications systea
ududuoniomm-omnnmw. The vill to
undertake such a task failed to emarge due to the belief in external
threat, the weakness of an adainistrative structure based on rapid
circulation of senior officials (to avoid internal threats) to under-
take long-ters projects, and, paredoxically, just that very ease in
cammandeering foroed hmuummm-uuwuu
torthomnuohummhchnpcmm&-mtim
terrain,
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The neglect of the ﬁtoml comsunicatiocas system oontriduted
to the ease with which the political changes in 1951 were acoamplished.
Once the tacit support of the British for the Rana regime was replaced
by the less sympathetio attitude of the new Indian repudlic, it was
simple largely to immobdilise the regime's military response by
rofusing transit through India, This experience has undoudbtedly
-ooatubntod to the willingness of successive Nepalese governments

to accept, and indeed encourage, offers of foreign assistance to
ronstruct a highway netvork reducing the dependence of Mepal on the

(ndian transportaticn systea. Bovever, as we shall see below, the
‘eduction of this dependence (and reetrictions on Indian mdlitary
Ipmamol) has facilitated the growth of dependence based oo trade
and aid. Road construction programses have dominated Nepalese
planning involving Indian, Chiness, Russian, American and British
engineers vith assooiated evaluation and ocosplementary input exercises
Frovided by UNDP, Gersan and Britieh agencies antng others. The
Frogremies vore justified om the basis that the, admitteddy drematic,
reduction in traneit times would be reflected in lowver prices and the
smergence of appropriate specialisation within a framework of com-
parative advantage. Additional arguments, vhich vere crucial in
persuading the UNDP evaluation team to accept Nepaless government
recommendations on vhere roads should be constructed, included
‘oation-building' and strengthening of 'growth-axes' (i.e. links
betveen major administrative ceatres in designated plamning regions).
The role of foreign agencies in constructing roads not omly

reflects the Nepalese inheritance of very fev trained engineers but
also the failure of local initiative to modilige labour offectively.
Eves vhere considerabdle efforts were sade to involve Nepalese nationals
a8 contractors there is evidence that commitment resained relatively
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lov and labour was sought in India rather than locally. This
tendeacy, plus the distribution mechanisms within the Nepalese
political economy, ensures that heavy expenditure on labour does

not generate inoreased eccoomic activity in the area through wvhich
the road passes but is directed spatially and socially avay from
those most in need because those most adble to accusulate from road
construotion tend to put the surplus to non-productive uses such

as sorchanting and investsent in real estate. Those benefits

which are most likely to acorue to the poorest (landless labdourers
and sub-oarginal farsers) in the fore of wages paid for road main-
tenance after comstruction is completed, are also severely reduced
because insufficient is being spent to maintain the roads adequately.
Furthermore this is exacerbated by failure to pay wages promptly to
labourers in saintenance gangs due to the unavailability of ceatral
funds. This has a special irony since the central authorities
exact tolls oo traffic (as well as high taxes omn purchasing vehicles,
fuel oil, spare parte and ccnsidereble licence fees) which appear
oconomically unjustifiable in a country vhere traffic densities are
extremely lov. The historical experience of Nepal suggests that

in conception, realisation and reproduction the provieion of motorable
roads in Nepal cannot be totally explained within the freamework of

canventional social benefit-cost analysis and suggests the need for

an approach which recognises the peculiar features of Nepalese society
vithin the context of a process of continuing underdevelopment by no

seans peculiar to Nepal,



G, Comcltions

It will be olear that in situations vhere high movement coets
are not the only major constraint to development, i.e, current
user-coet savings are high, and vhere deciaions concerning both
the construction and utilisation of transport systems are based

on a vhole variety of motivations, an analysis of the impact of
& transport project must be based within the sooio-economio structure

in vhich it is situated. As vill become apparent in the next
chapter, Nepal faces a crisis which deepens yearly and its govern-
pent is largely unadble to impleaent changes which wvill avert ar
even substantially postpone it. In this situation we are obliged
to ask not only whether roads provide a necessary though not suffi-
cient condition for development, but whether their proviasion implies
such high opportunity costs that roads provision should not be
considered at all as against other investments.

In order to appreciate the aignificance of changes in the
structure and organisstion of transport for the future of Nepal

it is necessary to investigate the deterwinants as well as the
leffects' of those changes, and thus to situate the evaluation of

changes in modes of transport - their causes and effects - firmly
wvithin the context of the political econcay of Nepal as a

whole. In this case the structure and organisation of transport,

as well as the effect of changes in modes of transport, must be
regarded as an integral part of the political econcmy. As the
relaticaship over time between different sectional and class interests
constitutes the foundation of a political economy the analysis of

the political economy and hence transport organisation will be

based o2 a class analysis with ite implied historical dimensiom.
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Therefore, an explanatioa of both the provision and use of
roads themselves requires analysis of structures at the national
and internaticnal level as well as at tie looal level., It is
inevitable that, vhen roed provision is seen to be unabdle to
alleviate the criais in Nepal to any substantial dogree, the

analysis then focuses on vhy this is @0, and attempts to explain
vhy roeds have not in Nepal produced effeots of the kind which
have been recorded elsewvhere or vhich aight seem reascnabdle

& priori vithout a deeper understanding of the particular

sooncoy and society concerned. Such an approach 1s not dased

on radically new preaises, but wve attompt here to explore further
the ioplications of such an approach, and to provide a thecretical
framovork as well as a Bethodology which wvill de applicabdble in

other countries, as well ag elsevhere in Nepal.
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CEAPTER TUVEN: RURAL ECOWONY AND SOCTEFY

1. Iatyoducticn to orisis

In Nepal 9K of the eocomamiocally active population are employed
in sgricultural production, and 97% are olassified as rural,
Furtherwore, sgriculture grovides for sore than two thirds of Gross
Domestio Produot and over 80X of expoat earnings. Table 3.1
indicates the levels of productivity in Nepal and the west-omtral
regim. Although theee statistics must de treated with cautiom,
the extremely lov level of production per head (partioularly within
the hills) is clear. Noreover, the trends of overall prodmction
for different crope (f00d4 greins in Tadble3.JI and cash crops in
Table 3.III).are equally dimmal. The curreat scale of defieit or
sarplus of sgricultural production, although liabdble to oonsiderauble
unosrtaiaty due to the &iffioulties of ocollecting reliadle data,
show a definite detericrating tsend through time. Here we use
official statistios (vhioh are oomfirwed in general trends by our
traffio surveys vhich seasure spatial sovements of f0od, as well as
our rural surveys vhioh measure produoction, oconsumption and sales
at the point of production). By sisple methods of ocaputation and
assmptions ooncerning yields, loes from wastage and milling pro-
portion required for seed, and mutriticsal requiresents, it is
possidle to make approximate estimates of f0od deficite and surpinses
for 1971 (Table 3JV).

It can Do seen that the hills are seriocusly deficit in gruin,
Furtbarmore, the surplus in the teyai does not necsesarily move to
the deficit aresas in the kills, But to India decanse of a tendenoy
towards higher prioces there and the relative ease of croesing the



TABLE 3.I: Indicatore of produotivity and income, 1970/71
cult, Agricult
Agricult. efuatﬁip- u::a wm a:;:a @?P per
ave 70/71 buted b ane eo0n.ac~- aop *COn .a0=
(000 Rs.) agrio Y| (Re.) | H17® POD. @ tive pop.
° * in ag.(Rs.) in sg.
Vest
Central
on
Hountain| 39,626 86.98 852 1,727 | 81,14 164,48
an 574,336 | 82,33 384 662 36.57 63.05
T0TAL 1,086,824 | 75.29 586 978 55.81 93,13
Nepal
Hountain! &60,255| 85.20 426 S 50,57 E.w
g1 2,169,111 67.77 533 gz 51.33 «00
Tered 3,410,634 63.91 |1,2 2, 116, 226,67
TOML [6,040,000] 66,54 78% 1,319 | 7%.76 125,62
Source: Ceantral Bureau of Statistics
TABLE 3.I1: Hain trends in food grein produotion, MNepal
Anmual Growth Rates 1967-1972 %
Graine
Area Production Yield
h“’ °.9 006 .003
Maisze 0.1 «0,9 =1,0
Vheat 10.6 7.4 3.1
Minor greins 2.7 1.8 =0,9
TOTAL 1.7 0.7 1,0
TABIE 3.I1I: Main trends in cash orop production, Nepal
Anmaal Growth Rates 1967-1972 %
Crop
. Area Production Yield
Oflseed 2,7 1.1 =1.6
Jute 9.0 6.5 =145
Potato 3.0 0.9 =12
8ugar cane 6.4 2.4 1.0
Tobacco 2.4 D.8. Dea.

Souroe!

EAPD Agricultural Btatistics of Nepal and FAMSD MFAI




DANE 3.TV: 1971 Edidle grais availadility rfqntx-ah

and net surplus/deficit (toms)
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Nountains Rille Terai Rogiom Nepal
Bdible grain
availadle 11.”’ 2?9.950 *95.096 WJS& 2.@.”8
Bdible grein '
required 2,97 | 290,656 | 113,075 | 411,705 1,966,667
d.”oit "’” -”'6” ’8’.&1 ’1’.& .“'%1

border, vhetber legally or illegally, by means of Customs Posts and
the main road or ‘unofficial’ points of exit and emall trecks. A
sizple projection of future grain produotion and requiresents
(explained in Vol.IT 1), viich assumes a projection of declines in
Tields based upon data from 19647 end the expansion of cultivated
area tased oo the seme time period, showvs that overall surplus/
deficit of grain in metric tonnes was +15,88% 1n 1971, -13,188 for
1976, and -38,825 for 1981 in the.regicn. s overall pesitiem
Mm”nmﬂyum“tmﬂumtho&nt_,mda
rapidly increasing deficit in the hills (470,697, ~96,683, -123,795
for 1971, 1976 and 1981 reepectively). When the 'safety valve' for
Population pressure in the hills no longer cperates (beocsuse the
mtm.htho_“r_n_tvtnhnbnnwm.otthd).
1) the grein eurplus from the terei vill repidly decline ¢ue to a
sharply acoelerated process of diminution of holdings, and 2) population
mmmuupumun.mmnum. It 48 very
ummtummmm.aouunumw.muu
mwmt..tmtmholmn‘du.mw.md
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years' population growth of the region, This grewih 1is acoelaruted
by 11legal settlement by Indian naticmals, Alresdy regicoal mani-
festations of the arisis are apparent., local faxines are more
frequent, landalips larger and videsiread (and large emough to
csuse sericus loes of 1ife as well as of aradle land), and wulnerable
groupe in the population, such as rural craftasen, further threatened,
Pallfatives in the form of foreign aid (such as the airlift operated
by the British in 1971 dropping grain by paruciute to bard-pressed
hill areas, and longer-terw ocnsignments of Ameriocan PIASO maise)
and soanty goverzment famine relief measures 4o not tackls tLe arisis
at root.

One of the ocentral dynamios in this gloomy prognosis is the
relaticnship between population growth and ecological decline,
In cxder to maintain fertility of areble land there has to cocur
a sufficient transfer of mutrients from non-aredle (usually forest)
areas, Even vith a static population, {nsufficient trensfer of
fertility (involving resoval of forest litter and leaves fras living
trees for fodder which is then converted to farwyard sanure wvhich {s
applied to the fields together with thke bedding for the stock- usually
strav or dried leaves, pine needles, otc.) 1lsads to declining ylelds.
This in turn requires an extension of arabdle land to maintain required
aggregate levels of prodnotion, vhich leads to a further &isturbenoce
in the forest-aredle ratio. Jailure to maintain adequate levels of
mutrients from natural scurces in the sodl derives in the firet flaoce
from the increasing distances vhich housebold ladbour is obliged to go
1o order to feed their stock (return jowrneys in many panchayats today
frequently are as long as eight hours). If population increase is now
added to this soenario, it is clsar that a vicious cirole is firuly
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established which lsads to accelerated srosion and a dstericrating

eocological balance. Two past growth rutes can be stated here

vhich summarise the predicasent of the rural population of Nepal.
Firet, the aversge deoline p.a.. in yields per unit area of food
graine betveen 1964 and 197% wes: paddy 0,17%, maise 0.8%%, wheat 0.7,
millet 0.47% and barley 1.92%. Beecndly, it is varicualy estimated
that population growth in the ssme period was between 2,1 and 2,%%

P anmus,

2. Hosds as part of resolution of grisie?

It will be clear to the reader that a mjor transformticn of
the profuctive foroes in agriculture is urgeatly required if Nepal

is to avoid endemic famine on a major scale and mass distress
migration. It i{s doudtful vhether truly self-oontained subaistence

sgriculture can be maintained in the hills for very much longer,
although effective palliative measures no doudt might postpone the
vorst effects of a riging population, a sluggish pace of sgrioultural
technical iznmovaticn and ecdlogical deoline, One majcr poliey
direction is to enocourage strougly the commeroislisation of agri-
culture, so that regional cosparstive advantages say be realieed by
increases in product specialiemtion. Commeroialisation an this
soale vould in turn require large increases in the distritution of
new inputs and the knowledge of hov to use them, The provision of
roads is instrumental to this end if it makes inpute more videly
availadle to a high proportion of fareere for vhom chemical fertiliser
use (as an example of one transport-intensive input) is demcnstrably
profitadble, The oost of chemical fertiliser wvas calculated to increase
apiroxisately 308 for each day's transport from a road on the back of
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a parter. The effectivensss of this reduotion in the transport
cost of this (and other) inputs, however, may be fre-empted dy
the recent secular rise of the cost of oil-based inputs (or those
manufuctured culy vith relatively high ensrgy oosts). The provisicn
of roads in this oontext can be seen as providing the by now femiliar
‘necessary btut not sufficient condition'. Although fertiliser-
response data is very sketohy in Nepal, the recent rise in fertilieer
ocosts (to a level about five times the 1971/72 level) has reduced
Teveme oost ratiocs to delow unity in most of our ssmple loocations
for paddy and wheat. The basis of this analysis (eee Vol.II, 5.78)
is also optimistioc in that the cost of providing complesentary inputs
needed to make fertilisers reech their full potential has deen &is-
regarded, Thus the role of roads in facilitating the distritution
of fertilisers is in turn dependent upon a set of vider issues such
os the pricing policies of OPEC oountries (quite cutside Nepal's
ocntrol)s Nepal's relations with India (largely determined by India's
dominant position); MNepal's adbility to sanufacture her ovn supplies
(poesidly using cheap bydroelectric power to groduce encugh nitrogencus
fortiliser to trade for the other two essential elements); and the
effeotive organisation of a distritution service for the inputs them-
solves as well as effective extension in the ocmtext of rain~-fed,
tarreced, small-fara agrioculture,

"Improved transportation facilitates the cammercialisation of
agriculture in that it enoocureges specialisation, providing farwers'
food supplies can be reliadly and cheaply provided through an effi-
cleatly funotiocning market. This impaot increases if smuch rovigim
stimalates demand for goods, the price of wvhich had a high transport
oamponent priar to roed ocostruotiam. Marketing co-opsratives may
also develop to eliminate monopsonistio tendencies in remote areas


http:agrioultu.re

39.
vith low producer densities, and ensure that a higher proportica
of the retail price finds its wvay dback to the producer. In the

vest-central region such facilitatica is hypothetical rather than
actual gince the roduction situation vhich determines co-farw

dscizions and the serchanting of prodnce militates against an

officient market wvhile interests represented at the Distriot lewvel
tend to impede vhat initiatives are taken in Kathmandu for revitalising
the agricultural sector,

It 1is for reascns such as these (vhich are ocutlined in Chapter 1
vith regard to transport investment in general, in the Nepalees
pelitioml econamy in Chapter 2, and will be documented in mare
detail in thie chapter far the rural areas and in Chapter 4 for
the urban areas) that this report is not principally conoerned with
canventional technical issues concerning the optimum denxity and

quality of the roed netvoark to satisfy some eggregate production
objeotive, sudbjeoct to some oonstruotion ocost ocustraints, or response

in ocusumption to price changes trought adout by roed provision.

It is certainly not that we oconsider these exsrcises per ee irrelevant
ar useless, btut that, in circumstances vhere polioy recomsendations
vhich might issue from such oaloulations have little chance of
implesentation, it is not practioal to indulge in modelling desiredle
ends vithout speoifying the dynsmics ar means by which such ends are
reached, This report seeks to explain within the bdrosder fremevork
of the politiocal economy as a wvhole why roads have bad such a die-
appointing effect just where positive and beneficial effects are
needed most. It is as well to maks quite clear that ocur oonclusions
are not that roads should not be duilt, or that they should be ocondemned
because they have done little good to the people of west-ocentral Nepal
and arguably some hare, but that the impact of roeds is a funotiom of
the form of political ecomomy, in this case that of Nepal, dut
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demcostrebly also in the case of other oocuntries in similar situations,
such as Ethiopia, Afghanistan, Thailand, Lesotho and in remoter
regions in Latin America.

The next seotion attempts to place the impact of roads provigion
within the specific eltuaticn studied and thus soves away froa the
esphasis on hypothetical comparative advantage examined in this sectiom.

3. : £ on ) and societ
of MNe

Vhat have the results upomn producers in the

countryside been in west-ocentral Nepal? Firet of all, their

characteristiocs must driefly be enumerated:-

(a) A large and ispoverished peasantry, increesingly undermined
by population pressure. The sore fortunate have recittances
from oontisuing esployment in foreign armies and from 'migretory
labour in India (itself a respouse to the fragility of the
eomomic base at home). Reduction in productive capacity of
privately held land (through populatien {ncrease, deolining
Yields and scmetines 90il erosion) has led to an inatdlity to
feed the household from its ovn land and to afford the goods
vhich have to be purchased, thus enocursging unequal relation-
ships with traders and msoseylenders,

(b) A very such smaller class of ‘eemi-feudal' landlords whieh
survives the imperfectly ocnstructed and isplemented land
Reform Progremme. Petty chiefs and local 1lords vere tre-
ditionally given varicus land grants and rights over huge arees,
and they (or their direot descendants) still maintain large
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estates vith increasing demands for imported commodities
and acoess to urtan faoilities.

(o) A very fov producers have responded to the opportunities
afforded by the nev technology. These are overvhelxingly
located in the terai which is better suited to its applicatiom
and already have cheap physical acoess to India, their major
market for inputs, cutputs and casual labour,

There can be idantified three forme of production with
associated and differentiated transportation requirements, all of
vhich derive from the historiocal develoment of the Nepalese scoial
formation., These forss of production are analytiocal ocategories,
and 4o not necessarily form statistically significant classifications,
The status and purpose of these categories 4o not rest upon the
eapirical division of housedolds, tut are to olarify the underlying
ontradiotions determining the historical process (in which roads
Pay a certain part): "the capitalist does not appear suddenly cut
of the blue as a clearly defined 'pure' socio-eoconcmic type; he
develops vithin the pre-existing non-capitalist economic structure'
(Patraik, 1971). Ve observe empirically households to be in tren~
sitian, vhich do not exhitit all the charecteristics of any pure fors,
Table 3.5 summarisss the characteristios of the three fores of pro-
duoctian, Table 3.6 gives an indicatiocn of the numbers of households
in each cell of a matrix the veotors of which represent volume of
faru sales and employment status plus the existence of nan-agrioultural
incame. It can be expected that the domestio or psasant form of
poduotion vill predominantly be assooiated with households in
oolmmns 3-6 (the most advantaged being column S, particularly oells
5D, 5B and SF), vhile eemi-feudal and capitalist production house-
holds are in oolumns 7-10, Tabdle 3.5 uses analytical categories to
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TAHIE 3,¥: Charecteristics of foras of prodnotion

of Production

Belations of Production

Belations to Market

Use of Surplns

Peasant ar

Predomxinantly within house-
hold and between kin.
Reciprocal exchange of
labour between households
of hroadly comparable
economic standing

Recognised non-sarket
patron-client relations
with occupational castes
(blackamith, tailor, etc.).
Consusption requirements

of items wvhich cannot te

Surplus re-distritution
(gifts, unrecalled loans).

udgets balanced therefore
no regularly produced
surpluses and no coantimuous
accumlation

'Semi-~foudal?

Particularistic.

Tendency to bave more
‘pormanent?! labour than
casual or wvage labour,
Tenants and sharecroppers

Sale of produce low per
unit of production because
of characteristic use of
surplus. Consumption_
standards for owner of
means of production often
require considerable
purchases of status
canferring goods

large surpluses of oome
households are distribtuted
to kidn, hounsshold servants
and scoetines village.
Caaspicuous conmmption.

Captaliet

Casual labour for wvages
(paysent for work done),
ar substitution vith

machinery under control
of owmer

Sale of produce to anony-
aocus market. Production
for exchange dissssociated
from consumption demands

Re~-investaent in productive
capacity
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TABLE Mumbers

and percantages of rural survey interviews cross-tabulated by total cash

smlss, relations in employsent and existence of non-agriculture incame

1 2 3 L) 5 6 yd 8 9 10
Class' position Iabourers + Dom./| Don/Peasant Saall Bxployern/| Large
of households | labourers Peasand Prodn Producare Rich Peasants | Sexi-foudals &
Capitalists Bow
DOD-agTi~ Total
Sotal gultural| with | Vithout| With | Without | Vith |vithout| wvitn|without | vitn |Witnout
fare sales
1| & 68 | 2 39 1 12 9 1 4 ) 311
A Bs.2%0 2| 1.1 1.9 7.7 12.5 | 34.7 3.9 2.9 0.3 1.9 0.0 46.9%
3| 9.7 75.6 63,2 48.1 56.5 11.7 23.1 2.6 | 33.3 0.0
4 6.6 10,2 3.6 5.8 16.2 1.8 1.3 0.1 0.9 0.0
1] 2 -8 L] 15 >3 10 3 1 0 0 2)
B Re,250-A99 2| 2.8 7.0 | 12,7 2141 36.6 1.1 8.2 1.4 0,0 0,0 10.6%
z 4,2 5.6 3.7 18.% 13.6 9.7 7.Z 2.6 0.0 0.0
0.3 0.7 1.3 2.2 3.9 1.8 0. 0.1 0.0 0.0
1 o 1Z 2 8 % 12 3 1 1 e A8
C Es,500-749 2| 0,0 o6 b2 6.7 | 29.2| 25.0 6.3 2.4 2.1 0,0 7.2%
3] 0.0 7.8 .3 9.9 7.3 1.7 2.7 2.6 5.6 0.0
bl 0,0 1.0 0.3 122 201 1,8 0.h Og1 0,1 0,0
1 o ' o ? 16 1 [N [N o o
D Re.750-999 2| 0.0 7.1 0.0 12,5 | 28.6 | 37.5 7.1 7.1 0.0 0,0 8.0%
3] 0,0 4 0.0 8.6 8. | 20,4 10,3 10.5 0.0 0.0
5] 0,0 0,6 1.0 1,0 2.4 3.9 0,6 0.0 0,0 C.0
1 2 5 3 ? 19 29 ? 4 3 1 83
E Rs,1000- 2| 2.4 6.0 3.6 8.4 | 2.9 349 8.4 8.4 3.6 0.2 12.%
1999 31 &2 5.6 7.9 8.8 9.9 | 28.2 | 17.9| 8.4 | 16.7 4.8
5 0,3 0,7 0.4 1,0 2.8 4,3 1,0 1,0 Ok 0,1
1 o 1 o ] 8 17 9 20 &, 9 Y]
P Rs.2000- 2 0.0 1.5 0.0 6.8 11.0 3.3 12.3 7.4 5.5 12.2 10.9%
4999 z 0.0 1.1 0.0 6.2 4,2 16.5 | 3.1 b | 22,2 4.9
0,0 8,1 0,0 0.7 1.2 2.5 1.3 3.0 0,6 1,3
9 (o] (o] o o (o] 2 4 4 4 1 25
G Rs.adove 2| 0.0 0.0 0.0 0,0 0.0 8.0 | 16.0| 16.0 | 16.0| 4k,0 3.7%
5000 3| 0.0 0.0 0.0 0.0 0.0 1.9 10.3 10,6 | 22.2 52.4
L] 0.0 0,0 0.0 0.0 0.0 0.3 0.6 0,6 0.6 1.6
Colusn total 48 9 . 38 81 (191 | 103 39 38 18 21 667
Column percentage | 7.2 13.5 5.7 12,1 | 2B.6| 15.4 5.8 5.7 2.7 3.3 100%




Notes on Tadle 3.%I

1.

2

3.

Se

1 = Maaber in cell
2 = Row percentage
.3 = Columa percentage
4 = Total percentage

The distinotian between ‘labourers' and 'labourers + dcoestio/
peasant producers' categories vas ﬁdo vhere household total
cash inoome from labouring acoounted for sore than half the
oash value (at local market prices) of household total
consumed food grainsj

that betwveen 'labdourers + domestio/psasant producers' and
‘damestio/peasant production' where earnings from labouring
anounted to Rs.2000 or equivalent in kind per year;

that between 'non-employers' and 'employers' where cash or
kind equivalent epent ou hiring labour of any sort vas less
or more than Re.200 respectively (Rs.200 Z¥ 6 san-weeks);
that betveen 'small’ and ‘large' employers vhere an employer
spent less or sore than Rs.1000 respectively on any type of
labour (cne permanent labourer costs about Re.1000 per year)j
that between "with" and "without" non-agricultursl income

vhere such income exceeds Rs.250 per year.

Source: Rurel Survey, 1979,
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explain the dynamio of the society through the process of production,

wvhile Tuble 3.6 is an espirically derived classification with
arbitrary cut-off pointe which shows the distritution of households
according to two important categories of income (volume of sales
and existence of nom-agricultural income). In passing, it is
worth noting from Table 3.6 that almost half of the households

oell less than Rs.250 of agricultural produce per year, This is
about Bs.46 per capita (or about £2), while 72X sell less than Rs.
1000 warth of produce a year.

(1) o or t ction

This fora of produotion essentially involves production for
the household's consunption using only its own labour, or that from
reciprocal labour arrangesents (called parsa). Some degree of
redigtribution between sore advantaged households and both landless
labourers and other poorer households ocours in the fors of contri-
tutions to feasts, life-oycle ceresmcnies and in unrecalled loans
(1.0, quasi-gifts). Household members manufacture most of the
goods for the household through cloth-weaving, house-dbuilding and
the manufacture of rice-stalk mats, bamboo baskets, winnowving fans,
eto,, vhich usually takes place in the slack agricultural season ar
during the evening. Other more specialist tasks of manufacture and
repair, such as metalvork for sgricultural isplements and oociing
utensils, shoemaking and tailoring, are carried out by members of
occupational castes (usually the poorest village members) who are
paid a fixed amount of grain, supplesented by seals and drink whilst
working and at festivals, according to only an approximate relative
estinate of likely demands by the household., A rate is fixed "by
custon" and is sometizes onforced by the pradhan panch (head of the
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village panchayat); this varies according to place and ocoupation -
scbetimes por capita, per ox owned or per area of land, or a less
axmot sethod of comsputation ocnly gensrelly related to liksly demend,
Thus the housebold pays a fixed smount (partially related to ability
to pay) irrespective of any anmual variations of demsnd., This
system is called bista in the hills, fugs in the terei and is
parallel to the jatfsani systes of India {n certain respects.
During the oouree of the last hundred years (particularly
in the last thirty) peasast producticn bas changed in a variety of
Wys in response to populaticn pressure, and to relatively
revarding employsent elsevhere, In summary these weret-
(a) extension of arabdle land (up hillsides and into the forest
in the terai through illegul felling and settlesent) and an
inarease in the proportion of land under food grainsj
(b) 4intensification of the use of aradble land through the upgreding
of dry 1and (pakho) into irrigable land (khet), the introduction
of vheat as a vinter arop and catch crope and inter-crope,
particularly pulses)
(o) an inorease in the exploitation of "ocommmal” rescurces (foreet
azd pasture) to avoid pressire on privately-cwmed land, often
with the intention of producing a salsadle commodity such as

£2eei
(4) a ssarch for supplesentary inoome to support the failing
domestio ecsmomy, in foreign armies, as wage-labourers

in Indian industry, or, in the case of the higher-caste
Barbatiys, in the Nepalese bdureancrecy) _

" (o) a decline in the patronege of the bisgta or jugm, and a oorres-
ponding abdility to eoanomise by paying cash only for work done.
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The extent to vhich roed provision has facilitated ‘these

changes is discusased belov,
mmmmmozuummmmum_w_
and the Prithivi Rajeargs i the lover wlleys of the hills has
been associated with very oonsidsradle settlement in hitherto
malarla-infested areas, In the forwer case salaria had deen
saredicated some years before comstruction started, and there was
undoudbtedly same settlement Dy families fyom the hills as well as
‘Indians' (with or without Nepalese citizenship which entitles one
to the cvmership of land). As 800D as the alignment of the roed
vas known, land values rose to many times their forwmer level for
roadside locations, and to at least doudle for plots set a hundred
setres or sore back from the road alignment. A wide wvariety of
immigrants started to arrive, although the means by wvhich sach
attempted to estabdlish rights over the land depended upon their
a0cess to the turesucracy, partiocularly those sections dealing with
land registratica. The dissdvantaged peasants doth from the hills
and fros India tended to equat illegally, eke cut a living by labouring
on the large estates of semi-feudal landlords, fell or burm part of
the forest and plant maise or millet in the ashes. The govermment's
polioy is to preserve the forest and 80 obtain the bemefit of timber
reserves (anforoced by forestry officials who will retain a large share
of this benefit, as well as lav enforcement perscnnel), and eo
squatters are ccnstantly baressed and crope are burnt (or poesibly
spared cu payment of a share of the arop). A mumber of oocnfrontations
have ooourred, vhere the oonfliot of interests betveen a hard-preased
peasantry and a governmment intent on exaoting revenues fros an
irreplaceadbls naturul rescurce has taken a violent foara, The oo~
struction of the Mahendra Rajmarga serely acoelerated the process of
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immigretion and oonfliot of interests detween peasant and Btate.
The wealthier and better positicoed immigrants tended to bduy land
outright (often financed by selling land im the hills) or to die-
possess those who worked the land by custom. Obligatory land
registration carried out duriag the fifties and early sixties gave
the opportunity for the local peasantry to be dispossessed by a
variety of russs, threats and foreolosires of mortgages.

Vhen the Mahendra Rajmarga vas being ommstruoted, new eoonomio
opportunities arcee for illegal squatters (sulkumbasi) to tide them
over the unoertain and diffioult period of estadblishing their furms
in the jungle. Bome warked on the road itself, wvhile others set
up roadside inns (batthi), distilled liquor, or [eoctised the trede
of their cccupaticnal oaste (leatherworiking, blacksmithing or
tailoring). Now that ocnstructicn is comp ete, this support has
disappeared and it has beocme more Aifficuit to survive until the
first harvest. In addition the road has made policing easier.

The situation vith regard to the Prithivi Rajmarga is rether
different. The aligmment of the road was one wvhich tended to
sininise oconstruction costs, rether than to maximise its acoessl-
bility to the population who live predominantly on the hill-tope
and spurs. The malarial valleys along vhich the road was aligned
had firet to be olimred of malaria., The example of the village of
Magva Dhaireni shows the interwoction of three variadbles - the oon~
struction of the road, the ersdication of malaria and the growth of
popalation. Twenty years ago the wvalley vhioh is now closely settled
and olosely oultivated with an expanding local basaar had no perwmanent
settlement, There was 0o road. Many of the families nov living
there lived in and arcund a village, Satra Sayah Astu, situated an
a Dlateau eight hundred metres above the valley. The valley itself
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ws lov enough to have endemio malaria vhich prevented any permanent
settlement. The valley land was cultivated dy labour from Batre
Baya Aadu during the day but at night the labourers would retum
up the hillgide to their own village. The fumilies of the farsers
wotld not go down into the main valley., Oultivation therefore had
to depend on the farsere' own labour and hired employess caly., The
result wvas & systes of cultivatien quite different from the ourrent
cne, In any one year only one third of the cleared land was oulti-
vated. The other two thirds were left fallov and used as cattle
pesture., The third would rotate each year. A large number of
cattle vere maintained in this way, at least three times the nmmbers
there nov, and ghee sales vere the major source of cash, Because
the land waw not excessively worked aud was heavily mamured dy the
grasing cattls for tvo years in three, fertility was maintained at
a high level. There were only restricted labour supplies availadle
to vork the main valley and there were also limited demands as popu~
lation was much less than at pressnt. The area had not yet attructed
a large number of migrants from sore densely populated areas of
leajung and Gorkha. The result vas that paddy production was very
limited. Haize was the main oereal and there was also extensive
ootton growth,

Halaria was eredicated arcusd 1960 and from then om it beceme
possidle for people to live perwanently ia the valley. Many of the
femilies then moved from Satre Says Asbu, vhere cultivable land was
very lixited and less productive, and settled permanently on the
lands they owned in the main valley., BSettlers were attracted in,
The labour supply increased as 4id the demand for grain, GOredually
peaddy cultivation extended at the expense of maise. Cotton wa
declining already becanse of ocmpetition from imported textiles,
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The srea cultivated was also extended. Abutmtymo‘atot
mnnoynoorhndbnnoovmdbymdlm. This has nov &ll
wmehoﬂymhnmﬂunudmotm
Mhmnotthonmmtom&thouﬁiuuuolm'l

mmnmcwmcu&mm«uaom. 1%
both allowed a moro intensive cultivation systea by allowving

permanent settlesent cn the arable land and encoursged immigation,
mumaomuotm.motmaum-a
intensive cultivation essential. This vas at the expense of
anisal production and the saintenance of a stable mutritiomal
oycle on the land, The road wvas ocmpleted in 1973 and pev inputs
uautmnmmwmm-muaonmmm
predoninantly peasant produoers since fertiliser required cash for
its purchase and vide access to agricultural extensicn advioe.
The introducticn of expanded cash requireseats bdrings serious
oantredictions into play (to be discuseed belov), and it was cnly
tbonryndmtmdpouncndtho employers of labour who oould
avail themselves of these nev road-dased opportunities. MNow about
7.% of farsers of Masiva Khaireai growv wvinter vheat (for whioh
chemical fertilisers are required), but both inputs and advice fall
tomnlfornntunnhmmthorodmdomdmaom
mthMconatmmﬁnu@thmmM
One of the charmoteristice of the peasant o&r dcmestio form of
production is its minimal involvement vith the market. Table 3.7
mmmymruoaotp«hommhnmmdohdul
tcunmuhwvndmd(umdnduvt«cnmtomth-).
he detailed tudgets of households characterised predominantly by
the dcmestic form (e.g. Table 4.III, p. 4,15 in Vol. II) show that
mtmlummdbymmbu-dthomutmﬂwrh



TAKIE 311 Visits by JA, use of improved seed axd
chexioal fertiliser -~ 4amestic/peasant pwoduocers

510

Sad Group

% never
reoedived
JI8 vigits

Chemical
fortilionr
(% usere)

Iaproved
eoed

(% users)

Domestio and hbgt_n‘

1« Marm sales 250 wvithouwt
other inoome

Farm sales
other inoome

2. 250 vith

Fara sales
other income

3. 250 without

4, Jura esles

other income

Domestio

5. Parm sales 500 without
other inoome

250 with

6. Faro sales
other inoome

$00 with
JTarm enles
other income

Jurm sales 500 with
other inoome

& & &8 9

1

10

16

16

Scuroe: Rural Burvey, 1974/75
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seldom more than Re.1000 for thoss without agricultural inoome,
and more than Rs,2000 for those with such inoame. A list of
the most videsrread ocommodities Moodbyth_htm m;-
gbee, tangerines, sugsr-cane, gingsr, turserio, mnphhho.
potatoes, chicksns, egge, milk, curd, goats, buffalo, oewe| strev mats
and food greins (particularly in the terai). The most important
are ghee, tangerines, sugar-cans, ginger and food grains, and the
effect of roads upon the production of these has, with a fev notadle
mﬂtnmm@tm&onmmmmuwﬁ
@uotion are very omstrained, .

a) (hee is a form of olarified tutter derived predoxinently from
tuffalo =ilky ghee rxroduotics has long deen the most important hill
expart and ooatinues to be s0 today, \Vhen forest oover was .
dense and prevalent, it was easy for most households to o several
buffalo and oovs for milk, and the fodder needed was lixited xinoce a
form of transhumance was practised wvhere households moved to a parti-
oular locals vith their cattle to cultivate a mumber of fields and
then moved on to other pastures to ocarry out the same agriculturel
operations in different fields. The effect of altitude introduced
the possibility of staggered sgricultural ladour demand in time and
the use of pastures in space. With populatiocn pressure boaxing
sore acute, returns to labdour in oolleoting fodder in some places
were reduced to negligidle levels. Produotion statistics are &iffi.
oult to collect decause it is the resainder otndu'.ﬁgmmm
after the housebold’s consuption which is stored a2:d sold, and hence
aomuaotmtcnhnmmtnmhnpndwmm
However, to give an order of magnitude, it seeams that returns to
labour for ghee production are often less than Rs.1 per day,
poesidtly less than Rs,0,50. Households vhich are particularly
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vnhmbhtntuuotthd:nuntytoumhtom.nm
also find it impossidle to purchase a she-buffalo onoe their own has
dled. In feot, minoe duffalo lactate cnly one year in two without
& managed eavironment and diet, it is necessary to have two she-
buffalo in arder to ensure contimuous producticn. The mean mmber
otdzo-buxhloomodbynmhotturtym;lwmhm

and Baglung Districts was 2.4 and the mode two,
The construction of the 8iddartba Rajmargs, Joining the majar

Joducing areas in the hills to the major mariet (the large whole-
salers in Butwal . and other terai tovns for further bulking up to
mduuofwthmm)udnotutmmm«dmu
sold in the market, but resulted in the savings in transpert costs
of about Bs.20 for ome tin (vhich at present retails for about Re.
h00) being shared between the serchant and producer. Henoe this
vm—nucmuuwlumntthchmootdtnmmmm
lmhotgo_hdwdvmud:tnﬁucﬁenoomu,m&m
yearly detericruting through the destruotion of the forest oo which
ghee produotion depeads,

b) Tangerine production in the hills was undoudtedly much mare
isportant in the study area prior to widespreed destructiom of the
trees by "greening disease” shortly after the opeaing of the Siddartha
m,mmwomozmmuoummme
hill exports was eliminated from some areas; Produstion today is
limited to fourtesa village panchayats in Gulsi and north Argha Kanchi
Districts and scattered villages in Tamahun District. Interviews
oarried out in Gulmi Distriot indicate that tress were planted sixty
Years ago primarily for home oocnsumption, particularly as a gift for
guests and for children. Usually a fev trees (up to a maximm of
about thirty) vere planted on terrece backs or ocoasicmally arcund
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the house itself merely to feed the family., In the fev cases ’
vhere large groves of two hundred or more had been planted theee
were status syudols and & dasis for largesse.®

Even today, vhen most of the erop is s0ld, vestiges of non~
markst and re-distribtutive relaticms in the pdoking and trensport
of the fruit exist. The orop is sometimes sold on the tree to
1ooal landless or sud-margizal farsers in Gulai or to merchents
in Tenabun; they then pdck the orop and trensport it to Patherkot
(cne and a half days walk avay to the south) or to Kathmandu
respectively. Generally the local buyer in Gulxi makes a sud-
stantial profit msargia by selling the tangerines retail in Patherkot

bazasr, or by the brsist to Indian serchants, vho resell them edther
in bazaars in Nepal nearer the border (lumbini, Hbali=ehawa and
Teunlihawa) cruhﬁa.tuou. About two thirds of ﬂum
porter their ova produce to Patherkot (and cccasicnally Tensen),

and return vith oash purchases of cloth, salt and grain for ocasmmption

by the housedold.
Producere regard their trees as a 'bonus' and vould sell most
of their crop even if the pxice per tangerine dropped to half its
gresent level (viich 1s sixteen to a rupee for large tangerines in
the village or four to a rupes at Patherkot) despite the fact that
sany bave very amall farms and rely on ladouring and tangerines
entirely for their cash needs and to tuy in grain. B8ince no JM )
had over vizited any of the thirty-five intervievees in Gulmi Distriot,
0o coe had a clesar idea of how to increase productiocn per tree,
Troublosome root weevils (called locally aseru), hail demage and an
ageing population of trees all ocabined to jresent a dismal future

*It {s not known vhy the planting of trees was limited to this ares
sinoce the tree is tolerent of altitudes from 3,000 to 7,500 feet,
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tcrthioo-outyunouhmpterm—nmtwwm.
muymmmmmmutammmmm
Yields were reported to de falling in most cases.
motmton«uummmmd.
highly suitadble cammodity for the hil) esocnomy is oonspdoucus,
Q(noe again, the abasnce of effective govearmment interventicn means
thtthonlootmdnhhumnmmm
perishable arop to establisbed markets is rendered inoperative,
mmnuormmuncncmmmmuw
%muhm&m%touﬂiﬂbhdﬂum&md
all citrus me-uatuaammxmew_unm

mtta-«totmm«ummn.mmtd
mnamwmmnatomwmum

and Butwal in any canse. In fact, the failure of the tangerine
productian to re-establish iteelf in the hills (partioularly Xaski
District) has aotually areated a market for Indian wanges vhich
mmmmm—nmm«mm(mnmn
wmmm&)uwzmx.auuwmumdm.
uaommuummﬁmmm

o) mu_mmouuummnyummozpm
Mtymmm.,uumuotm.w
mm.nwmmumuneo-mmmn
nnnmunhmumnmtmuwm. Coammercial
mumumwmwommmnwmum
increases in the area planted (not matched by increased produotion
muamtmmuﬁom)mwwmgn '
statistios (Vol. II, p. 5.55). Produotion in the hills is, however,
Mbymtuuom,mummmmmmw
conoentrations are arcund Targe 1a. Oulmi Distriot (coe day vest



of the 84ddartha Rajearga), arcund the town of Walling in Sysngia
District (co the 8iddartha Rajearga), near Dumre on the Prithivi

Bajmarga and in isolated places off rosds in 8yanzja Distriot,
Some oonflicting evidence comoerming the effect of roads upon

mmm&:oumu&omm“unﬁt. In off-roed
1ocations the reduction in the cost of refined sugar from the Mahendre
Sugar M11 in the terei, together vith increasing population pressure
and the peroeption of wvhite sugar as a high status good has tended
to reduce areas under sugar-cans. However, in Valling (an co-rosd
location) it is reported that cheap grain can now be imported from
mm’bymdnmttthmodmwuww
to sell looally in the fors of khudo (partially reduoed cane juioe),
although the order of magnitude is very small (an increase of 1.1 ha,
in 1970 to 6 ha. in 1975). Because of poor historiocal data it is
5ot olear hov far sugar-cane in off-road locaticns has deolined due
to locational diesconomies.

hmmaomofwmmumpohm“m
be satisfactarily explained. It 1s olear from Table 3.8 that the
pusbers of grovers are rising (to over 10,000 in 1973) btut the averege
nmphneodvtthmumnmtmtotnnm\zﬂnmu
relatively stadle. The fall in plot sise represents the growing
attractiveness of multi-crop oereal production (paddy plus wheat)
compared vith sugar-cane preduotioca, The ries in adeclute mmbders
of grovers reflects both the increased accessibility of the cne large
sugar xill near HEairehawe, However, yields are very low indeed
even compared vith neardy Indian yields wvhere physical ocnditions
are inferior. Very lov fertiliser use, high susoeptibility oftyo
most videly grown variety to root rot and retoon stunting disease,
and practioally no oxtensicn advice are ocontributory causes.
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m:mumuﬁﬂot sise -~ sugar cane
producers for the Mahendre Sugar Mill

Yoar Ko. of Average Flot | Tofal Area Under
Growers 8ise (ha.) | Bugar Cane (ha,)
1968/69 2,500 0,63 1,575
1969/70 2,800 0.59 1,652
1970/71 b4500 0.35 1,575
T 197/7R 7,000 0.2 1,680

Source: Mabendre Sugar M1 (1975)

The opening of the Mabendre Sugar Mill just cutside Bhairehawe
ohmmmuwm“rmo_nmmmu
india, The mill has five oolleotion points on or near roeds in
the terui in Rupandehi and Mawalparesi Districts. The prooedure
for one such point oa the Mahendre Rajearga fe¢ as follows:

The farser registers vith the mill the area of sugar-oane he is

groving and {s inforwed by his local colleoting station when to
deliver in the oolleoting seascn (October to April). The perxitted

period is three days and if he fails to meet this deadline he waits

a further fifteen days. The farwer brings his cane to the collecting
paint vhere he or a delsgated 'middle san' waits in a queue for it to

. be wedghed, Ee may wait for four days or more until his own load is
ready to be taken by a truck. Only then is the load weighed (the
veight may have been reduced by over 50X through drying out in the
vaiting tise), & receipt given and responsibility accepted by the
xill for the sugar cane. The cane is then trunsparted to the mill
wmamztm.mwotmmmmu
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deliver direct to the mill., Furwers close to the Mahendre Rajsarga
oolleoting station may take their sugar cane to the =ill the first
time but after that they must take it to the nominated oollecting
station. larger farmers with gufficient cane and access to a truck
can deliver directly to the mill tut trectore and treilers must use
the same jrocedure as btullock carts and thus are rarely used due to
the ocnsiderabdle waiting pericd involved, The relative prioces of
cane at the collecting point and the mill indicate an implied figure
of about R9.0.25 to Rs.0.50 per ton kilometre depending on &istance
to collecting point. Even over shorter distances this gives an
extra payment of only arousd Re.8-10 per tullock cart load for one

day's journey tise (assuming that waiting time at the mill and local
collsction point are about the ssse). Even in the agricultural slack

ssascn such a paysent is almost oertainly insufficient to enooursge
farmere to use their own tullock carts to make the journey from more
than twenty kilosetres avay, even vhen using a sotorable roed. In
these circumstances the importance of a motoradle road network to the
cheap opsratiom of the sugar mill would be difficult to underestimate.
In fact, it is Qifficult to envissge the mill operuting at all wdthout
roads provisgion, since co-ordination and congesticn prodlems at the
=1l would be alsost insuperable (the mill dealing vith about 8,000
producers in a six-manth seascn). All cane-producing farmers gain
financially from the presence of the mill tut the strength of the
mill's bargaining positioz leaves all the cash flovs unoertain and
art&daunwtlmdththotm.dthw@hmtm
can avoid the risk by using their own trucks, Without the roads, a
farwer vith one bigha (0.67 heotares) producing at least Rs,10,000
as gross cash orop inoame would have to choose between growing the
major altarnative crop (paddy) implying six tullock cart loads or
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groving sugar cane and taking eighty loads. It is poesidle to
caloulate that not particularly long journeys are required before
paddy may be grown in preference to sugar cane despite quite oon-

sidarables possidble rrexiums measured at the point of production.
Even if half the sugar cane were turned iato gur it would still

require twvioce the transportation effort and in addition about Rs.
400 to oonvert the sugar cane to gur. In these ciroumstances it
is quite justified to hypothesise that the spatial oconocemtration
of sugar oane production is clearly related to the roed network
and vill shov a tendenoy to remain olustered around ocolleoticm
points wvhich {n turn are either very near to or ca motorudle roads -
either Indian roads vhiach are used to take the cane to Hhairehawe
through India, as well as on the Mahendre Rajmarga, It thus

appears that the groving of sugar cane as a frequent dut spatially
occnoentrated commercial crop in the study area is a functiom of

the provision of roeds although other faotors may be important in

deteruining vhich specific farmers and areas grov sugar osse, It
is probable that the opening of the Lumdini roed (and the Indian

ssotar of the Mahendra Eajsargs to the west of Butwal) will produce

8aTe grovers of sugar cane (also there is the pwrospect of a grojected
xi11 at Krishnager). Hovever, advantages of groving sugar cane even
closs to roads are offeet by the marketing structure faced by a farwer
selling sugar cane to the mill, The xill presents the furser with a
receipt for his sugar cane at the time it is weighed whioh is a promise
to pay the farmer at the agreed fixed price vithin three years. There
are odvicusly strong feelings adout this amang farsers and the precise
facts of paysent dates were hard to &isocover. Although it does seen

that payment is usually made defore the end of the stipulated period,
delays of one year or more 4o occur, causing oash flov prodlems for
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some farmars who are thus umvilling to utilise further land for

sugar cane vhich oould put paddy ocosmption at risk, Although
the mill olaims to be prepared to acoept endorsed dills it s
perhaps surprising that in an area vith videspread {1literecy
and high informal seotor interest rates, a seocndary market in
dlls does seem to have emerged. It is an understatement to
say that in a time of crisie small farsers have little reason to
bope that the discount rate offered by thoes willing to purchase
%lls would de genercus to thea.

. Thus road provigion in the teyui (the Nahendra Rajmarga and
those roads in India still used to transport cane from produoers
near Tribeni to the aill at Ehairahawa) has undoudbtedly enoocuraged

mMcucnotnprmbythm_unnuby
larger farmers and esployers of labour, However, the mmopscuistio
positicn of the mill bas allowed it to impose ocnditiocns of ccllecticn
of the cane which absord such of the advantage which roads might have
trought to the producer.

d) lastly ve turn to ginger production. Dried ginger (sothi) has
been produced for many years in the hills and portered to Butwal and
other small terai-hill interchange points such as Paresi and Tridend,
In a ssmple of forty producers in Palpa Digtriot (the chief ares of
production, see Figure 4.IV), only two had employed others to cultivate
the arop. The averege housebold producticn was 125 kg., vith two
producers exceeding 600 kg. However, in a mmber of cases the smoumt
of seed used was in exoees of the yield, A wvide asreed of land
-MMMMtuMMoM. and isplied a vide waristion
in the degree to which houssholds were forced to tuy in grein (60%
purchased grein) and the means by vhich they reised cash - since
ginger production in many cases failed to rovide the entire scurce.
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Our intervievs revealed a significant inarease in ginger
production vhich preceded a sharp price rise in 197 (from Rs.1.50
per Suayni to up to Rs.8), although efficial statistics show no
auch increase (neither do they reccrd the more recent upsurge).
!bournuummdtuothnmdbymmnfn
the following wvay. Upan the opening of the Siddartha Rajmargs,
mmmmnmtmummmmmnamu
to a higher-value/lower-bulk ocmmodity (gothi) since they still
Mttmhﬂl(ﬂuﬁ.ummﬂhtmmum
tnetances) and to Tribeni. It was oot uatil 1973, two years after
mmotaom.mtmumupuummuu
the hills along the road to tuy fresh ginger, notabdly at Aryabhanjyang
vhich is the point at vhioh the major east-west truil from eastern
ijo&umnd.qdm&muyntwmmm
oo the Prithvi Bajmargs, tapping the ginger-groving area of northem
Tanahur Distriot, Aprtmgymm“hmmw
mmaommmt.uouamm
to dsslers nearer the point of producticn repressuts a real increase
in the possiddlity of cash earnings, Oue dharni of eothi requires
uxumwontpzum-hmmmm”zmmuoz
firevood, At 1975 prices sothi fetched Rs.21 per dharni, while fresh
ginger fotohed between Bs.3 and 6 (vith a mean value of about a-.b.'m;
henoe the sale of fresh ginger offers a greater return per unit of
production, savings in fuel (vhich in the seriously deforested aress
of Eastern Palps and Tanabun are particularly important), and in
parterege to Butwal. The increase in fresh ginger producticn at
the expense of &ried ginger can be seen in Tadle 3.IX.

Henoe rosd provision has greatly increased the opportunities
Mpu-nutonm”umpohounotu.mmn-n
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M:m«mwm

197ve 1972/3
Cutpat Value Oatput Value
Kg. Rs. Kg. Re,
Ginger 390,786 | 2,542,182 | 691,566 | 1,757,842
Tresh ' )
Qinger 14,698 16,862 | 23,77 21,687
1973/% 19724/5 (9 manths)
Oatpmt Value Output Value
Kg. Re. Kg. Re.
Dry )
M 67’.“2 2.922.”2 207.021 m'1”
Fresh
Ginger 1,246,364 890,319 |1,188,629 799,997

8gros: Nepal Rastra Bank Survey of Palpa

soals for sale, particularly those wvithout khet land. It was roed
mmmtmmtmozmmmngw
and henoe incresase the profitadility of ginger production, particularly
in viev of the caxing of the need for fuel to dry the ginger. Also
umuu-vzmtob.mumjmynammumm
m&muuncﬂdm. However, it is important to recog-
nise that at the same time as road provision, prices for ginger
i{ncreased greatly. Part of the reascn was that the Gandhalki
muemjmummummmt;cm
of ginger production to such a level that paddy replaced it, thus
areating a demand for ginger vhioh was met by the hitherto sarginal
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Nepalese hill producer. Undoudtedly the ocansideradle price rises
in ginger vould not have 1ed to such an inarease in the mmbder of
peasunts entering production without the fucility to market freeh
ginger near paints of protuction. In fact, coe mmall ginger-drying
thbnnutnpatmtnithnnthommdmm
mhwfanmmhﬁohnrtofmm”
ducing area. Mnﬁmunmehmm
have been impossidle vithout road provisica. Bowever, the profita~
untyormummumumuw.mma
m“mtﬂom-mtwhumthohptotndm.
Onrmnuhlpnulmjamtan:lnmmudm
govermment officlal vigiting ginger farwers,

A long-estadlished trend which road provision has tended to
mmuummumuuoummebymaw

payeents in kind are made to dlacksmiths, mmmmm-.

A oa!:unuon of faotors, priar to road provision, had been responsible.
M.aMMMMom,MWW%“
Muhthdrmdthmwmpdmlmucndthomw
mamubonmcmumuumtogoomtoaam”‘at.
tamdmmhudnthuthnnlnpmtummw.
irrespective of the level of demand of the household for the feeoeding
tise period. Beocondly, mamfactured iteas from India (particularly
shoss and ready-made clothes) bad peastrated the domestic eocnomy both
manem«mm«u.morummzum
umm,mmnmdnmanmwm
mmmwmwuwuomm
ment,
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lLastly, a taste for the more fashionable ready-made clothes and
shoes cn the part of the younger generaticn nsar towns hed led
to the inabdlity of some tailors and lsatherworksrs to keep some
households in their respective dista. Road provision has oertainly
acoslsrated this process, encoureged a proliferation of n&gﬂ otut-
lets of shoes and factary-made olothes (see also Chapter &), and
the mobility of oustomers themselves., Even village dlacksmiths
find that other blackmsiths without their own bista frequently set
theaselves up at the roadside to sharpen siockles and undertake
repairs to ploughs, Kkitoben ware, eto., on a cash basis, vith the
result that the trediticoal bista is sapped of members vio prefer
rather to deal 0n & casual basis vith cocupational castes. Jor
example, cn a stretoh of the 8iddartha Majmarga between Bhairehawm
and Butwal (23 kmse.) sixteen casual tailaors and dlacksmiths have
set up at the roadside.

. he oonsusption patterns of housebolds involved principally
with the peassnt fore of profuction bave besa littls changed by

road provigion., Firet of all, their involvement in the market is
very emall indeed, and, ssocmdly, essential items imported for house-
hold use are generally of a high value-lov bulk nature (e.g. kirgma
(xisoellansous household) goods, Kkitchen were and salt, Price
reductions folloving roed provision have been very small (eee
rigures 64i-6v, p, 6.22 in Vol.III). Only salt showed a substantial
maintained decline in price, vhile rice, sugar and dlack pulse showed
axall decreases in the arder of ten per oent, MN&MMM
alscst all overtaken by seoular risee in prices of imported goods,
partially due to fluotuations in the Indian-Nepalsse rupee value,
8isler and Bchroeder (1971) ulanhtodthtthou?dtnothm
effects of a family living in Podhare earning Re.1,684 (in line with
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many middle peasant households) due to price reductions was omly
Re.27.30. Tests to show substantial differences in the oonsmption

of items vith high importation costs in on, near snd off-roed locations
falled to shov significant differencee.

(14) re! otion

Agricultural produotion on the part of employers inoludes both
the semi-feudal and capitalist forms of production, dut exoludes
advantaged peasant producers who hire in labour the oost of which
is less than Rs.200 per year. These latter peasants, frequently
vith non-agricultural incame (e.g. arsy remittances or a pension)
tend to keep vithin the domestic forwm, balance their household
budget and do not seek to accumulate dy investing in their fare
or seeking to rednos wvhat small eaployment of vage labouwr that they

40 enter into at certain times of the year. Hany esploysre have
buxinesses and these have a high conocentration in on-road locations

(see Table 4.10, p. 4.42, Vol. II).* Eowever, there is a real
danger of attriduting the prevalsnce of both buginesees and the
larger farwe vhich employ labour to the position of the roads « 4.e.
isplying direct spatial causality, The interpretation preferred is
that esployers of agricultural labour tend to estadlish other none
agricultural enterprises more readily if they find themselves 0o a
roadside location. In the case of mills and ehope, the greater
custaser potential of a romdside location ie a particularly ispertant
advantage, vhile transport oaspanies obviocusly require managing from
& roadside location. EHence it is from a set of esployers of agrie
cultural labour, with the advantage of the adility to ascmulate

*In this discuasion, 'an~-road’! means at the roadeide or vithin g .
mtter of bundreds of setres, ‘near-road! means up to half a day's
walk from the road, and 'off-road' means more than balf a day's walk,



surpluses from farwing, that a sub-set find themselves near a road,
Of this sub-set a fev teke advantage of this nev opportunity which

a road provides and invest surplus froms agriculture (and perhape

fros reaittances outside agriculture, but vhich may not be road-
related, such as a ailitary pensicn) into an enterprise vhich doss
rely upon the chasged situatien ia trede and transport vhich roads
bave allowed. However, the 8iddartha Rajmarga largely follows the
old porterage trail and in scme cases business establighaents,
nmummmdo. jre=date road provigion. To take an
example, the village of Armadi (in Syangja District near ¥alling)
m'mtucnmmtmxmunwuuuanmmg.
Hany shope simply enjoyed larger btusiness from the passing trede,
vhile cne farwer (and esployer of ladour) who ovned horses and miles
for a hanlage eaterpriss s0ld them and invested in a tus and truck.
It 1o quite olear from rurel survey data that the great majority of
esployers of sgricultural labour 4o not minimise aggregate payments
t?hbm. nor deploy their surpluses in an aggressive and expansionist
sanner. While the ability to accumulate is limited to esployers
t'tthc wvith noo~agricultural inoome or with large farm sales, their
surplus is not used to sake purchases of land, tuffaloes, axen,
tullock oarts and machinery., Median and mean measures of investsent
trends are unreliadle sinoce investasnt is usually lumpy, but caly 34%
of all employers invested any mouey in improving their productive
bases during 1973/74. FPertiliser use vhich may seem, in oowpariscn
to other producers, to be generous is, o2 a per hectare basis, -un
lov and amounts to about 7-8% of all cash expenditure. M,
both investment in capital oquipment as well as nev inputs are highly
concentrated in a fev households, giving a strong positive skev to
the distridutions of these yariadles, and it {s these vhich extiddit
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capitalistic tendencies. In fact a vast majarity of these house-
holds are situated in the tepal wvhere the surpluses, cash flov and
investment in both agricultural and non-agrioultural seans of jwro-
duction are greater. However, sechanisaticn has been m@e; real
labourers' vages have remained ocostant, and expansiom of landholding
by a cadtalist clase at the expense of the poor peassnt who theredy
becomes a landless labourer have all failed to emarge as strong trends.
The use of fertiliser and nev seed is cne of the fev oampanents
of-mtmmtmwmmammmmmg
threatens to overtals it. At present the use of nev inputs is, as
we have indicated, restrioted to -' very lov don.d.ty. of application
by a fev producers, prisarily cm or very near roads and a higher
proportion of esployers, sgain vith a strong road tias, The reasmns
for a slightly higher adoption of nev inputs by employers are the
existence of a positive cash balance in the household btudget (see Tadble
b4,VIL,. p.4.38, Vol.IX),and the fact that other rescurces are available
to the employer's bouseholds both cn-fare (such as irrigation facilities,
vhich implies coosiderable cash resources to purchase a pusp-set, or to
hire labour to oonstruct a channsl from a streas) and in the foxrm of
acosss to the turesucracy to reise loans, The cumbereame machinery
for reising a loan (inoluding no less than five different governsent
agencies) undoubtedly disocurages many housebolds from overcoming the
lack of cash savings, particularly those households who have a limited
1a00ial! acoess to memders of the buresncrecy, as well as 'ﬁydod"
access (1.0, travel time, which rosd provimion &rastically reduces).

The strong distance decay of fertiliser and improved seed use
from metalled rosds in the hills is bdorne ocut doth dy our intensive

unmnunnumuauoamuﬁodmdﬂ-nhdml
surveys. In the three roedside towns of Valling, S8iswva and Hajuwa
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Khaireni, 7./%, 5.6% and 8.9% of farwers used some fertiliser in
1M.mthmmmwdmthm-ﬂom|@ow
tius the necessary seans for accumulation., Of thoss users, the
Tate of usege is usually belov half that reocommended by the A.I.C.

(Agriculturel Inputs Corporation). Although there is omnsideredle
croas-subgidisation in favour of the prices of fertiliser at quu-'

depots far from metalled roads, there is a strong diginoentive for
dealers (vho are the lowest level of the distritutive hierarchy and
wvho are responsidle for sale of the fertiliser to farmers) to aotually
transport the fertiliser to the farmer. At present dsalers have to
sell to farwers at the same fixed price unlees sales involve delivery
transport of sore than 7 kme. from the agent's shop or depot. In
additiaon, there is a very strong road-bias in the locatian of moet
agricultural inpmt distritution oentres (ese Figure 3.1, p. 5.77,
Vol. I1), wvhich further acoounts for the fact that those households
vhich have the oomplementary rescurces hardly use fertiliser at all
over cne hour's journey from a road. In the terai fertiliser use

is vider-spread since khet land is vider-spread and there is the
opportunity for a larger number of producers to accumilate enough
cash savings to purchase fertilisers. However, the purchase of new
inputs, including investment in machinery, is highly conoentrated
and is found in about three or four housebolds (all in the tersi)
out of a sample of six hundred, and theee fev shov no special) spatial
ooncentration near tersi roads, It is those housebolds wvhich have
shown distinot capitalistic tendencies, in that their surpluses are
reinvested in the purchase of sore land, machinery, livestock and
fertiliser and nev seeds. These households too tend to employ wage
labour and not to keep as high a proportion of 'perwmanent' ladbour and
household servants (involving the whole ocoet of the reproduction of
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labour). It will be interesting to see the remults of the most
recent initiative to atteapt to diffuse widely the use of nevw
inputs by saturetion coversge (under tbe auspices of the Rocksfellsr
Foundation), which will be started shartly. It ie the opinicn of
this team that 4t wvill not be the lack of road trensport whioh wvill
inhidtit {ts success dut the nature of the forms of production and
the doubtful profitaddlity of fertiliser in viev of recent prioce
riees.

In summary, the effect of rosds upon eaployers of agricultural
mmwmmmum”umzm.
although even this has been slight. However, it is only the employer
vho finds a "windfall® opportunity for increased scoumulation whioch
roads sometimes provide who tends to use his swmrpluses for mon-
sgriculturel enterprises. The lack of sotoreble roads &id not
prevent producers fros marketing food greins. In the hills there
Ammy grain-deficit households with ocash inoomes s0 that house-
.holdnouunnywﬁuminloany. In the terai road provision
has certainly centrelised marketing of peddy and rice (see Chapter &)
but has not fundsmentally altered the approack of producers to the
markst, The prevalance of bullock carts and a ready mariet in India
fwnrﬂuminatavtdonﬂctyotmuof-hmdmt
mmmtimwn-ddmtmnthomofthouhdmplm.
Although oales of grain for local ocnsumption are not camscn (sinoce
labour is paid in kind and few houssbolds ovning land are deficit in
grain), distances between points of productiocn and sale are not large.
In any case the very attractive price differential between Nepal and
India for rice attreocts Indian middlemen to buy r’.ce in Nepal who
-mv,mmmorwotmmumuorm
smption. Henoce, in both pre-roed and post-road periods the staongly
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sarplus households, wvho \are aleo employers of labour, tended to
ocantinne to sell paddy or rice in the ssme proportions to that
ocmsumed or paid out in noo-market trensactions. The pressures

oz.mmummmuwmmmtmm
the farm have not yet been felt by esploysrs of agricultural labour
to the extent that a more income-saximising deployment of rescurces

and sale of produce bas been followed,

The labourers employed in both semi-feudal and ocapdtalist
forms have been practiocally unaffected by road provisiom. Vage
labouring boussholds ocoastitute 28.9% of all housedolds. They
munu.mpmamnoem-bhmmumm
motpﬂauubymmhum. Amongst their mumbers
are 1) domestic produoers of a genersticn or more ago, nov unable
to meet even half of their grein requiresents from their own land
either due to a distress sals of land or perbaps landslips oompounded
by the failure of alteruative sources of inoome; 2) displaced oo~

pummuommmtom.nnnmm-uwum
cooupaticas within the domestic forw of producticni 3) imigrants
from India hoping, after scse years of search, still to de abdle to

mtmwimm(i.o.mnm)uumw
wmnm(MMnmtm”htimum)u
btuy some land. Itilmmmm&mzn&.w
group enter little into the regicnal or national marist for the '
m.udtwdwl(m”onttumuomum
u;wuuu.umunymmmmw).
mmumumummzummm(mb.x.
Po 4,46, Vol, II), and the very small reduction in prices of theee
mtonmummauozmmmwum
group. The m;antyottho eocnomy of Nepal to provide noo-agricultural
um(mthowmmtthopnwmahmm
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also Chapter 4) means that roads have had no stimulating effect in
reducing the lsvel of rural unesploysent and poverty. The Voutlook.
then, for a quarter of the population is dleak indeed and no change
in the productive farces (whether roads play a role or not) which
aigit alleviate their deteriorating condition ocan be foreseen in the
imsediate or middle future.

(114) Road provision and pereana) travel
mwoﬁmotmbunmmmmmm

small, it has oertainly revolutionised perecnal sobility for those

households with cash surpluses. A rough estimate of perecnal travel
oosts in pre-road oonditions can de made as follovs: N

utmnoopmotaoummnwsaa;nu
m-mmmdorssm.wmmorrmrtm:w-
on a round trip between Pokhare and Butwal., At current prices and
assming similar ocususption hadits, the porter would speed between
10 rupess and 15 rupees per day on f0od and drink, Carriage of
m'omtwdummdthpmpotdxumn-th‘tmo
manamthotoodndcoouuutmdhmdmmth?tood
far the whole group. Fram our patohy recall data om group and
individual travel, however, it seems that 10 rupees per day at owrent
jxices is not likely to de an over-estimate. A caloulation of the
pet cost of the trip can be obtained by subtracting the mcmetary
value of fourteen days' seals prepared at home from data provided
by the rurael survey. A net daily expenditure per person vhea
travelling on foot at today's jxices is estimated at 6 rupees;
the Pokharae to Butwal trip would thus have cost 84 rupees, vhile
the current retwm fare with that load is 63 rupees. It is this
monetary saving (but as importantly the reduced time and effért)

n.



vhich tus travel offered that largely ocatributed to a marked change

in the travel habits in the hills and the terei.
There are no data about travel habits defore road provigion and

we have had to resort to a substitution of time Ly spaoce to estimate
poasidle changes of travel habits as a result of roed provigiocn,®
In such an analysis we make the assumption that off-roed jowrneys
(Gefined as journeys in which there is no segmest in which the
mnncmtmnus.m&erm)umsnm-;m-m'
situation.

TARLE 3.X: Reasons for travel in study area

72.

Reastn for travel | ‘off roed! | 84ddartha Rajmsrga | Prithvi Rajmarga
8ell or duy goods % 18% 1%
Mlitary reascms

(pension,

lsave, oto.) 1% 12 9%
Vigit relatives,

friends, eto. 1 % %
Govt, officials

for official

reascns w 1% +e
Vigit govermsent

officials % [ 3 %
Agriculture b o L
Kedical (self or )

vigit others) = % =
Other reascns b 4 1% 7%

Sgurcet Traffic Burvey, 1974/5

Table 3.X shows the reascmns for travel for persons on oampletely
off-road journeys and thoee uging ome or other of the two hill roads.

*The Transport and Road Research laboratory are ourrently analywing
some of our data as a part of a projeot on psrecnal mobility in
lssser developed ocuntries, under the directiom of A, Plumbe, and
we oxpect a more adequate treatment of this topio to emerge.
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If our space-time substitutian assmption is troedly valid,

the follovwing comclusions can be drewni-

1.

2.

3.
5,

B8ocial vigits (the use of transport facilities as a consumption
g004) increased very cansiderably after the provigion of roads.

Both government officials as well as the pudlic an govermmest-
related Yusiness make oonzidsrabdls use of road trunsport,
acoentuated by the faot that many administrative centres are

nov joined by roed or have besn shifted to an on-roed Loonucn.
Roads have isproved aoccessibdlity to medical facilities.
Although most travellers still walk to sell or tuy goods
(since, as ve will explain, many btreak-of-bulk points on the
Mnotunrbhformotimmmthouh;t- |
exparts to siddlemen), road traffic has met a considerable
demand for traders and merchants (as opposed to wocncox-_/~
oonsusers) to travel both vith loads (usually high value, low
bulk) and without loads (either to buy goods or merely to
negotiate a large purchase vhich will then be trensported

by truck). That ima shift in type of eoconomic actor
{nvolved in selling and/cr buying. '



CHAPTER FOUR: URBAN EOONONY AND SOCINTY

1. Istrotustion

hmmdmmuwdmt. hml,md-hn.
bad a remariably slight effect upom the developaent of the productive
foroes in sgriculture vithin the region, despite limited increases
in the production of certain specifio arops. Among certain sections
of the population however, even if they do constitute a tiny =inarity

of the total, ths building of roads 4id generate significant changes,
Most &irectly affected were trading and commerce and the clesely

associated transport and haulage seotors. Also, the construotion
02 motoradle roeds linking the naticnal capital, Kathmandu, with
mwmmm.m.uamooemmﬂtommg
and India has facilitated the movesent not only of ocmmodities but
algo of people. The poesitility of rapid movement of government
qlnmbyMMtdm&ommu,thuth
the inareased facility of imperting and transporting Indian and other
foreign mamfactured goods have together ensured that the govermmeat
quomwmmdumwhmouy&mmu
repidly ismplemented. The evift emergence of truding centres along
mmm.tumuuonywmuormmuw
for the location of commercial and haulage aotivities olosely asso-
mudvluupndntu-m-huanooot.muymm
buresicracy,

Despite the growth of oommerce and the expansiom of the buresn~
aeoy. hovever, formal employmeat opportunities remain fov and the
oapacity of the private and public sectors in the urden areas to
Mmmnmmmummxmuwu.
m.nw-muwummmuummmoc
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non~egricultural rroduotiom, located primarily in o around the

urban areas (much of it to service the bureaucrecy), aotivity in

sasufacturing remains extrecrdinarily low and such of the output
ocmes from small-soale femily oconcerns based oo artisan or petty

oammodity production incapadle of rapid expansion. Here, as in
agriculture, little develomsent of the productive farcee has takean
place; in faot, emall-scale production (in metal-working and
veaving) sbovs all the signs of imminent disappearance as a reeult
of long-standing competiticn from Indian mamufactured goods and
sany industrial' establishments are merely repairing or servicing
wvorkshops, The provision of roads (particularly thoee joining
the Nepalese hills to India) therefore has acoelerated the secular
decline of ‘treditional’ msanfacturing.

2. Grevid sad decline of tows

Outgide the Katimandn valley, towns were almost non-existent
in Nepal until the last decade, Administrative centres and a fev
trading posts dominated by small Newar ocomsunities (vho had emigrated
froa the Kathmandu valley) vere the only ‘urban' concentrations.
In the study area only Pokhara, Tansen and Head{pur omnstituted
settlements of any size (although all haring less than 5,000 ip-
hatitants at the turn of the century). The extecsion of the
mmunorktmnommmwmm.m.
associated vith the further growth of trade vith India, resulted in
mmmt“ambuolonm;’tquthot_cti_mdﬂn
cuter hille near the reilheads. MNamufacturing estadlishments
(e.g. weaving in Bandipur and copper and brass work in Pokhare and
Tansen) collapeed in the face of Indian ocompetition and vere removed



a8 mny daxis for urben settlememt,

Botwesn 1962 and the mressnt (1976), however, the towns of
vest-oentral Nepal have, uthtumpum;mmm-v'
slderadly. Pokhare, for example, had emerged by 1965 as the
'mmmwmummn.un.m&n

of same 17,0003 by 1971 the population had growm to arcund 20,000

and in 1975 was probdadly in the regiom of 30,000, _
nommmtnnmummumu_

the region during the last ten years have deen the expanxion of
the bl_uwmey, the ocnstruotica of twvo major roads w the
hills, and the overull inarease in the volume of trade, predomi-
nantly in isparted goods.

The oonstruction of the 8444artha Majmarga linking Pokhare

vith Butwal and Bhairehawa to the scuth (and hemoe to India) whrich

began in 1965 was ocompleted in 1969, oertain sectians of the road

7.

having been open to motor traffic prior to that date., The Prithivi

Rajearga vhich nov connects Pokhare to Kathesndu was begun in 1967

and finished in 1971 (although mot officially opened until 1973),
It is, however, impossible to relate the growth of, for example,

Polhare directly, and ocertainly not only, to the tuilding of these

roads and their subeequent use for trensporting goods and persons
into and ocut of the tovm; for during this period Pokhare was

designated not merely District and Zonal headguarters tut also the

regicmal capital of the Vest-Central Planning Region. Between 1965
and 1975 the numder of government offices in Pokhara increased from

17 to 75, theredy drematiocally increasing the mumder of government

eaployees in the town and producing a very ocasiderable direot and
indirect effect oo the sise and functioms of Fokhara. In additics,

groving pressure cn the land in the surrounding rurel areas during
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this pericd led larger mmbers of peasant producers in the vicinity
of Pokhara to oame to the towm to purchase food grain as well as
wmmuommumuuum‘
hills, together vith a decline im local hendicreft samufacturing,
produced an increased aggregate demand for imports and corresponding
expangion in the ocmmercial ssctor. These events were not merely
chronologically coincident, but were inter-related, in that. for
oxaaple, the decision of govermment to designate Pokbare a major
ocentre was oot unrelated to plans for road ocnstructicn and vioce
yerea,

Despite these difficultiee in &igentangling causal nexuses
there is 80 doudt that a significant factor in the recent repid
grovth of many urbden oeatres and in the development of a mmber of
entirely nev urban centres, is the dmilding of the two major roeads,
Data on the dates of estadlishment of dusinesses in urban oeatres
throughout the region support this assertion, as 4o other data (eee
Tadle 4,I), There are strong indications, for exsmple, that on-road
osntres experienced a more repid rute of grovth than thoee off the
road, viils ocntesporary reports indicate a striking response in
terus of population movement and migretion, to the tuilding of the

roads.
e mly towes vhich appear to have suffered a decline and an

actual as well as relative reductiam in resident population are
mmmm.mmmmammmomW
mmmmmmuu-nc._nnmm
oentyes cn the neardy aoctual roadside: Khasauli, in the case of
Batwal, and Dumre (primarily) in the case of Bandipur. The rete
of growth of the small, nev urdan oentres cn the rosd is significantly
greater than that of oentres off the road, of whatever sise. Tis
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DMEIE 4,1t Urban growth: based on date of estadlistment of existing businesses
 Toum Fomber X establishe
inbervieved |  inoe 1972 | 1968-1972 | 1964-1968 1955-1968 | before 1955
1. Md; on 84ddartha
Bhairahava 1“ 2.9 60.6 1603 1305 607
Butwval/Khasenld 13 19.1 2.5 19.9 11,0 7.6
Texai, off Siddartha
Bajmarga
Paresd 1" 9.1 63.6 27.3 - -
mm 5 - m.o aoo moo ~0.0
Tanli wve/Xapd lvastu 18 16.7 5.6 11.1 7.8 38.9
2, BHills, on Siddartha
Bajmargs
Pokhare 86 32.6 36.1 10.% 12.8 8.1
Tansen 62 12.9 %0.3 12.9 19,4 .5
'm }“ “.1 }205 1707 509 -
Syangja 24 33.3 55.8 16.7 4,2 -
Armadi 12 33.3 58.3 8.3 - -
Aryabbanjyang 9 33.3 55.6 - 11.1 -
Putlikhet 12 16.3 33.3 8.5 8.5 33.3
3. nm.; on Prithivi
m 21 5.1 ”.1 “.7 - -
Majuwa Khairent 21 o1 61.3 - - -
Dumre 19 57.9 36. 5.3 - -
Bisalnagar 6 16.7 83.3 - - -
&, off romad
Baglung 50 27.5 20,0 20,0 22.5 10.0
Pokharithok/Gorkha 2 7.2 36.% 13.6 4,5 18,2
Kosme 1’ ~0.0 &.7 1’.’ - 20.0
Bandipur 1 36.h 9.1 7.3 18.2 9.1
Patherkot 3 66.7 - 33.3 - -

6L
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observation includes larger oentres cn the road vhich have grown .
at a faster rate than the larger centres off the road, I4ke Poihare,
many of these fast-groving oeatres not caly lie oo the rosd, but =
have also experienced very oonsideradble expansion of the mt
offioes and facilities located vithin their boundaries; some, like
Dhamanli, did not exist prior to the coming of the roads, and simul-
tanecusly experienced an inflhx of officials together with roed
Foviion as adninistrative funoticms were moved from Bandipur,

If 1t 18 to be possidls to assess the effect of road oonstruotion
on the grovth and decline of tovns in the regiom it is necessary
firet to make sone asseemment of the impact that the expansion of
the btureancreoy has bhad upom the growth, total sise and economio
and social structure of the towms.

’o ™ QIR0

The rute of growth of the bureaucrecy and the overall abdeolute
inorease in numbders, of offices and of official personnel, in vest-
central Ho_pl have been drumatio,over the past five years in partioulare
In Folbare for_example, the number of employees has risen so that the
mudu1mnumuy.meeaoma§nw
in the towvn and possidly more. Ia the towvns of Pokhare, Baglung,
Paresd, sm..wmmummummmmg
by Project sembers, the total number of government employees in offioces,
acoording to our own estimates, amounted to nearly 3,500, It?th
asmmed that each esployee vill have on averege four dependents, then
the population supparted in whole or in part by earnings from govern-
sent employsent in the regioca (17 mm-mrua 32 Zomal Heedquarters)
smcunts to somevhere in the vicinity of 30,000, Thie does not take
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into consideration the very isportant sultiplier effect om the

mmfacturing, ocmmeraial and other busginess seotors and the
ocorresponding growth ia resident population and oconomio activity,
In fact, wages and uhﬂn acocunt for the greater part of the
adxinistration's expenditure, although large asounts of money are
spent oo such items as rent, repairs to bnim:m and equipment,
replacement of old equipment and purchase of new, statiocnery and
xinor office items, and maintenance of vehicles (in the towms wvhere
vehicles oan be used), all of which have some loocal multipler

offect even if most of the equipment and paper oome from ratside
the region (see Tmdls 4.IX),

Our sur-ey of \he risinistretion shows that the capacity for
the sdministrution to stimulate effectively the yroductive forces
of agriculture and mamfacturing is extremely limited for a variety
of reasans: rigid oontrol from the oentre leaving little antonomy
and flexibility at the local level; lov sotivatian of the large ’
oumber of very lov paid office workere; high turnover of perecnnel;
oorrupticn - all being aspects of a general inability of a bureancracy
hitherto ooncerned only wvith revenue collsotion to txuslm iteels
repidly into a positive developmental agency. Thus vhile road
provision makes possidle the greater physicel sotdlity of govermment
qlnync, these other fundesental structurul oonstraints chronically
dohidtdt their effectivences.

But 1f individual wvages for the great majarity of govermment
enployees are very lov (less than Rs.200 a month), the aggregate
wage bill for the buresucrecy in the region i¢ messive. In Poihare
alone, the total annual wage and salary bill ceme to nearly Rs.5.5
sillicn in 1974-75. Apart from the role that official agencies .
Play in directly generating aotivity in, for example, constructiom,



IABE 4,11t Break down of expenditure by the administration (Rs. per month)

Iten Fokhare Baglung 8yangja Parast Demenl 4 Lemjung
Local statiomery 27,552 59966 3,385 2,0 2.695 1,057
Vehicle maintenance 8,217 - 9 70k 2,999 -
Other local expenditure 43,865 1,585 558 2,304 14690 5
Other expunditure (Mepal) 3,833 1,080 &,763 10,112 6,47 1,3%
Other expentiture (foreiga)  4,79% - m 16,264 8 -
Vages ¥75,156 135,253 79,775 78,531 70,869 54,891
Reat 51,832 8,15 5,38 16,7%0 4,288 3,07
Bxilding maintensnoe 64963 1,898 > 898 916 666
10X ommstruction 27,529 2,078 5,387 286 663_ K4

Souroes Adxind stration Burny; 97

4
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furni ture-saking and printing, tbe susse paid to employees have a
significant effect as a stimulus to looal tusiness, particularly
to ocommeroe. unmhdoolthmdtnnpttuudmm
offiocdals in the major towns of the region suggests, however, that
vhile the heavy expenditure om official salaries and wages is a crucial
mumMomm‘ummmm@mu
supplement many houssholds' inoame (both urben and rural), this
cxpenditure appears not to spread significantly to affect produnotion
ummuunnlmy. hrthm,thmhatndmy
for roads, by reducing travel and tranmsport ocosts, to oomtridtute to
some extent to the low level of production in the region by facilitating
transfers acroes space of surpluses existing elsevhere, in Nepal or
atroad, thus pre-empting looal development in pwoduction, But it
zust be borne in adnd that aiailar obeervations in urden centres
rescte fram motorable roeds, such as Baglung, suggest roeds are anly
mohﬂch&oﬂlmolmmtowtmumuw
Guotion for the market in the eurrounding rurel eocoomy, and that
other oocnstraints have to be identified in the structure of rural
eocnony and society iteelf,

b Nopagricujture) production and esplovment

As wve have seen in the previcus seotiom, the bureaucrwoy is ome
of the major scurces of employsent in the towns of weet-oentral Mepal
and the very existenoe of the bureancrecy in a town oontributes sig-
aificantly to the expansion of eoonomic activities such as ocommerce
and trunsport. Buch eocnomio activity, however, alasc bas its owm
dynaxio independent of the growth and loocation of the tureaucrecy.



The grovth and decline in the warious twunches of 'industry! oves
mummnmaozmnhwpmmmmm.;
for exasple, than to the expansicn of the local and regicnal
buresnaracy.

Industrial production in the region is ocarried cut on & very
small scale, doth in terms of the value of jroduction and the scale
of plant, Mmh.hmm,ol-mhmmu’
in 197%, only four firms recorded a starting capital of over Rs.200,000,
and all of thoes were located in Ehairehawa, Thus 'industry' takes
the form of enterprises involved in petty commodity production (that
is, the production of ocmmodities for sale without the employment of
wage ladour) and emall capitalist production (in vhich small mmbers
of wage labourers, alsost invariably fever than ten, are employed)
oo the basis of a amall initial investaent and relatively lov rumning
oosts,

Our survey of duziness establishments in the urdban areas of the
region shovs that the proportion of businssses without employees
varies from 89% in the towns of the hills that lie off the rosd,
to about 3% in the towns of the terai whare the bulk of the larger
sanafacturing and vholesaling snterprises are located. In hill towvns
off the road, no businesees were found with mare than five employses
mm--mmo:cm—nmmonmngam
opened Prithivi Rajmarga. On the ollder S8iddartha Eajmarga, only
the long-establisbed hill towns of Pokhara and Tansen provided evidence
of establishments vith mare than five employees, while in the terwi
the tulk of the larger establishments were conocentrauted in Butwal and
Hairehese,

It this aggregate poture is twoksm down by &istinguishing
industrial! establishments from ‘oommercial’ (including trenepart
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Muhgho.fmh‘tmmmdomﬁmm
sore usually referred to as providing 'services') it beocmes olear
that industrial establishments are larger employers on the whole
than oommercial establishment as ons would expect, given the differeat
requirements for labour of production/intustrial and oirculation/oom-
,._.urdaluxdul. In doth 'sectors' the proportion of tusinssses
vithout any employees - family tuginesees - is greater than the
proportion of thoee with, oxoept in the terui and Pokhare, The
opportunities for emplcymeat, however, are everywhere extremely
limited, even in the industrial sector in the terai touns (see
Table 4.1II),

bhhmm.oftho-mnctmmw@ot
wmocmutoh-nmumthomm«ootm,m
factors than roed provisicn had long been at work causing a deoline
in these industries to the point of extinotion. Pokhare and Tansen
mmwmmmmmwmmnnuu
by locally mined, smelted and beaten oopper sheets. The lack of
fwumatoﬂtmummu&omumum
mmhm.mwmfonmdnemtmofﬂumtmby
the importation of copper sheet. In the ‘tventies, Indian mam-
facturers oopded the traditional Nepalese designs and by more efficient
mazufacturing techniques and the use of cheaper alloys destroyed the
looa) industry within a satter of a fev years. Today the old oopper
mhmuwhﬁommanmnuuoommpm
finding their vay to India, Eoads came too late to serve the undoudted
mgdoﬁoomtmuhnnnlmmtmmu&utryhnod
longer. Cotton weaving and dyeing in the region bas a similar history -
ofwﬁmuﬁo—ntWMhthodMoudgh«ny
growvn ootton. The importation of rev materials from Indla, followed



oommeroial estadlisheents compared®

TAELE 4,ITI: Baploywent in urben areas: industrial and

Industrial Commeroial
Town
Iaployers

0 1«5 6-10 10+ Total O . 1=% 6=10 10+ Total
Terad 0 |2 |7 |8 | 6] 57 |[73 |1 %4
< 16.1 | 35.5 | 11.3 | 37.1 50,4 | 51.7| 7.8
S
Rajmarga 18 6 2 1 | 63 |18 - 81
'Y 52.7 | 29.1 { 14,5 | 3.6 80.5| 19.5| 0
Hills: on
Prithivd
' Rajmarga ? 6 - - 13| 33 - 36
% s3.8j46,2] 0 0 9.6 8.4] O
Rills: off
“roed 16 s - - 21| %1 3 - Sh
“ 76.2|23.8| 0 0 94| S.6| O
Grand total 51 39 9 28 123 | 20k 97 1 342
o 81,1 | 3.4 | 9.9 | 16.6 67.4 | 29.4 | 3.2

*Hotels, restaurants, teashops, sedioal halls, hairdressers, btutochers,
cinemas, photo ctuﬂoo FOT inoludeds

under industrial.

Sources

Commercisl and Hanufaocturing Survey

transport oompanies inoluded
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by the eventual replacesent of losal jrodustion by mass-samfactured
substitutes is a familiar pattern, to be found in other mamifactures
such as paper, shoes and agricultursl isplements. Rosd provision
has, hovever, accelsruted the final penstration of Indisn mese-
samufuctured goods replacing the artican-mads articles in the villages.
Blackemiths, leathervorkers and tailors, traditionally saintained by
a systee of patronsge by the households of the village, are finding
theaselves increasingly by-paseed in favour of roadside-located
creftamen whio are paid on a pdecework basis by largely 'enonyncus!
custamers. These jobs involve,in the ocase of the bhck-tth,m‘

repair work and sharpening of sickles than his village counterpart
and, in the oase of the léatharworker, more upon shoe and cyole repair
than upon mamufacture, walike 2is ccunterpart. It is therefore
undeaiadble that roed provision has spatially concentrated the demand
for these fev surviving handicreft samufactures arcund points of
saxisue customer potential, and has encouruged the final demise of
local comsodity ssmufacturing vhich, in the mcre extrese caseg has
oven resoved from the study area value added by means of assemdly

or repair, However, sooe minor growth seotors can be identified,
Tor instance, in occntradistinction to the decline of both looal
samfacture and the activities of village artisans the massive increase
in the volume of samufaotured imports from India and elssvhere has stimu-
hMthOnpid-muomuohltMofnmpotmy
uight Dosely be termed servicing and repairing i{ndustries.

Unlike the 'treditiocnal' industries there is likely to be a
groving desand for these servioes, tut given the lov entry oocets
oompetition is fiexrce. Technical skills are required and these
sexve to lixit entry to some extent, tut the mmbder of men vho have
soquired some knoviedge of such emll-scale machinery and prectised
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w«s;wummmmmMMmem.

aritical barrier to eatry,

muuymmmtmnotmum.m
mmmeozmmpzwm.moy.otmm The
nﬁdumummum.m.,jmtnchm
buses, as well as in motorbikes and socoters, as a result of road
Jovigion, is directly responsidle for the development of this
brench of industry,

Entry ocosts vary ocmsiderably; 1thpoodblotoom.avwb-
ahop vith no mare than a handful of sgimple tools and a ocertain
technical expertise; for this reascn a mmbder of the smaller
ostablishments are run by ex-sarvioemen or individuals who have
moved into the field of self-employment after having worked for a
period as semi-akilled and aicilled ladour in tusinessss cwmed by
others. BSuch small establishmente fall into the general ocategory
of petty commodity producers, using as they do 1ittle ladour in
addition to that provided by the owner(s) (many of these small
businesses are joint eaterprises). A fev are larger and employ
wvorisre) MMQNM“&‘BMWQW
in terus of the relations of production involved and the Mhintl“.
of acomulation. MWMNMMthWM.
1tmmmm.uuhu.m.mm.uththomomn

of Khasauli, facilities in the towns co the roed for mainteaance of
Botor vehicies are fev and relatively prixitive in terms of equipment,

Oze result of this, oomdined with the fact that the majority of
v&tchcm‘uuummuhmnﬂmmncmtom
the least, is a poor state of rvpair and maintenance ssong motor
vehioles generally, dth.omuthuhmttoommh_:

texws of running ocoets.
The expanmnsion of ‘the food production,


mailto:el.@tromioe

catering and botel industry in urben ceatres is a fumction of the 8.
umuzcmmm.mmummm,
unmltotthomdaotthmig-mpnthm
seotaors (notadly in the administration), of the inarease in the
mmber of rrdan rexidents, and of the increase in travellers and
tourists on the:main routes through the region, The industry is
a relatively large employer of cheap labour, but even 80 camot be
regarded as providing much in the way of multiplier effects through
wages. Construction of hotels provides esployment for a short )
period and oocntritutes to the physiocal expansion of the urdan areas,
bat much of the material used in coustruction is imported in any
oanpe and only a relatively small proportion of total oocnstruction
develomment ig acocunted for by the growth of hotels., The expansica

of the catering and hetel industry appsars to have had an inxigni.
ficant effect on agriculturel productiocn with the poesidls exception

of an increass in milk and meat sales in the immediate hinterland
of the larger towns. Hotels catering fer foreign tnnl.lmtgdto
import a ocuxiderable proporticn of foodstuffs and drinks sold, thus
generating vhat can be termed large 'first round' leaksges ocut of the
region and 80 reducing any indirect effects that the industry might
oonosivadly have produced in the sgricultural and mamfacturing
sectore.

In wvest~centrul Nepal as a wvhole by far the most ocommon form of
industry using sachinery is that involved vith the =illing and pro-
moffMMMofWMfadl..mmd

this trench of agro-industry is located in the tevai, as is the case
in other parts of Nepal: 4in five terui distriocts of Nepal, inoluding

one in the vest-centrul regiocn (Kapilvastu), rioce/oil mills acoounted
for nearly 80X of all emall-scale industrial estadlishments.
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The large inoreese in odl and rice mills has been due to both

the opening up of large tracts of land in the terai as well as the
groving demands of the urban populations (particularly the hotel
and restaurant industry linksd to the growth of the tuuresncracy and

to a lesser extent and at fewer locations to the tourist industry).
Hence it is not surpriging that’ in the hills mills tend to be heavily

concentrated in or very near to the towns or on the roadside, btut in
the terui the distritution is fur sore scattered, although even there
the major concentration is in Butwal and Biairehava., The majority
of rioce/oil mills are relatively small enterprises, despite thedr
use of machinery, doth in terms of &ise of labour force and in terms
of milling capacity, Most esploy detween cne and four worksre,
although the sise of labour foroe varies from place to place and
tends to be larger in the terai than in the hills,

Apart from rice/cil mills, roads have affected a fev establish.
peats ooessing sugar cane (the most important being the Hahendre
Sugar Mill at Ehairehawe), one or two fires using simple techniques
to clarify ghee before reselling it on the Indian aarket, and cne
ginger-drying plant. The Mahendra Sugar Hill wvas establighed defore
the construction of the Mahendra Rajmarge and relied on the Indian
road network for the transport ¢~ Nepal-grown cane to the factory,
As has boen stated in Chapter 3, road provigion has assisted the
profitability of the mill to some extent, but mot, due to the mill's
policies on the collection of cane froo producers, the producers
themselves. In the case of the hill-based ghee-purifying and ginger-
prooesging plants, rosd provigion has enocursged the collsction and
omaxd transxission of the product to the Indian market and it osn be
said that the Siddartha Rajmarga vas a mjor ooatribu@cy fastor in
the establishment of these two enterprises. However, bdoth of them



are extresely small-scale and suffer from irregular supply; also
oolleaticn may be very wvulneradble to fNiture market fluctuations.

Table 4.V shows the location and type of loans made for enter-

prises by the Nepal Industrial Dr.velopment Corporaticn, 1959=74,

MMELE 4.V: Loans made by MIDC, 1959-74

Type of activity

|

No./Gandald

!

Transport

Textile productiocn
Hotels
Rice/0i)l/flour unills
Vorkshop

Aoniture production
8tcne and slate
Brick and tile
Sugar =il

Ioe productiom
Plywood production
Bakery

Matoh production

Dairy
KReotricity

Other

w]leo o o000 0000 s+ 00000

SVOOO-JOOO-‘JJONN\‘IN

g\n...a.so.n...aluw.s\n.s.s.ss

Sguroes NIDC Pudliocation

The heavy ocnoentraticn in the terei is sgain visible. Apsxt
froa the mssive assistance to trensport cospanies (most of wvhich are
Wun-mmmmm.tommwm
nmaummnummuumymumw)m




92.
is evidenoe of suppart for workshops of various kinds (mostly involved
in saintenance or repair of motor vehioles) and also for brick and

tils factaries and for stome quarrying and crushing in the terai,
These lant are both areas that bave expanded comsideradly over the
last five yvars as a result of the growth of demand for comnstruction
saterials in the towns of the region. The ocustruotion firws are
easentially trangient in mature, often having no visidle existence
except on the site vhere construotion is taking place, and represent
in the oclearest posaible fashion the predominant underlying tendency
of industrial production in the regicn: lank of persanence o amy _
long-tera finsnocial comsitment., Comstruotion activities offer
oagnificeat opportunities for the entreprensur (as opposed to the
indugtrial capitalist): investsent in equipsent is minimal and .
the workforoe is predominantly casual and seai-skilled or unskilled,
Wailst urdan construotion projects obtain manufactured inputs, such
as cement, {ron rods and other building =aterials from cuteide the
study ares, these constitute a small proportion of the total btuilding
costs (arcund 126 of house construotica costs excluding payment for
land) and thus, by the wvay, construction is an {ndustry vith relatively
amall leakages outside the study area. Aocess to finanoe of around
Rs,50,000 gives the opportunity to tender for significant mt
or sost aid-agency contraots.

In all of these fndustrial enterprises there are significant
poesibilities for capital acoumulationm, although there is a tendenocy
in preotice for the owners to be involved in other dusinesses as wvell

and to move their capital in an opportunistic fashiam between different
ssotors in order to take advantage of nparticular circumstances as and

vhen they arise. The degree of financial camitzent to a particular

ssotor, or even to a particular brench of a sector, oommson in mare



developed oountries, is not found here, except in the largest

faoctories. There is n videspread unvillingness to commit funds
too inextricably to one form of ecomomic activity, the essence of
sucossaful business enterprise being to keep assets as liquid as

possidble at all times. One ocnsequence of this is that fev
estadlishaents are saintained at adequate levels of finanoing-

over sufficiently long perioda to deoome firuly establighed.
Furthermore, ia virtually all production enterprises, inoluding
the largest, much of the labour foroe is 3ot employed throughout
the year. The Mabendre Bugar Mill, for example, has its full

oasplesent only during the busy seescn of sugar cane processings °

at other times of the ysar the numbers drop to arcund half, The

smme is true of other industries, such as the bdrick factories which
do not opsrate at all éuring the mcnsoon months and retain a minisus
labour foroe. Produotion in most industries declines in the smmer

snths, 0ot oaly because of the difficulties of production turing
this period due to the momsocn, but also, in part, becsuse of the

fact that the labour foroe, {a general, also has commitments of its
own vithin rurel peasant eccaomy which beoame particularly demanding
around the time of planting (which tends to oodncide with the cnset

93.

of the monsoon). IFrr various reascus, therefore, industrial productiom
mmmtuummwymmmwmm

dependent upon the weather and the demands of the peasant agrarian
esoonomy,

This marginality of industry is cloeely assooiated with the
imsense digsdvantage of being looated at the extreme peripbery of

the Indian capitalist-doxinated eocnomy with little protection from

the existence of a national frootier which the Nepalese government
has proved unable to use as a protective darrier behind vhich to



shelter its own industries. Under such circumetances it is not
surpriging that torm-nd-pbmmh. industrial pro-
Guotion represents sore an additional source of inoome of a funda~
sentally unstable and trensient nature than & sajor investsent or
s0ls source of livelihood., Meither eaployees acr employers, in
this sense, can be regarded as ‘oammitted’ to industry, and
indugtrial production is oorrespondingly feedbls, unpredictable

and fraught with prodless. The inabdlity of noo-agriculturel
Froduction to develop beyond this primitive state is & functien
auom«ammmuotmmyum
Nepal under the dominance of Indlan capitaliss, 1In this situation
mw&dmotwaduommhncuycwmmma:
lavels of production with a tendensy to reinforoe existing relation-
shipe.

S.  Cameros
mluhnlotdn-i.hMOuaulopl, whether in

agriculture or in manufaoturing, is aseociated with s remarkable

degree of aotivity in oommerce. In 80 far as the building of roads

has facilitated the movement of goods within the regian, and partiocularly

of isported goods from India and abroad, it has caitributed to the

expansion of commercial sotivity and also of the derivadle demends

on the trensport seotor. IMev roads must be seen hovever, as only

ane element in a ocwplex evolving situation, the sajor components of

vhioh are the groving treding dependency of Nepal on India, increasing

population and the aifficulties associated with investaent in productive

activity, The fact that the ocommercial activity (and transporting)

centres arcund distriduting isported comsodities is significant.



This section begins vith a discussion of the relatiomship
betveen retail prices and roed provision in both time and space,
and then moves to ocoaider price formation by merchants and retailers.
Mtotoll«dbyammmlamlydoofthommm
of ocommerce vithin the regiom.

Data besed oo the Nepal Rastre Bank's price survey in Pokhara
suggest that the opening of the 8iddartha Rajmarga resulted in fev
Mdlwt«wmammm.hdbywluw
vithin aoe or two years as a result of inflatico imported from India
mmmcxuummmnmbyaummﬁ S«'W
(see Figs. b4.I to 4.IV) (Oé

The findings of Godl (1971) and 8isler and Schroeder (1971) are
reproduced in Tables 4.VI, A.VII and 4.VIII, which, although not
agreeing vith each other in detall, suggest that rioe, salt, sugar
and dlack pulse were reduced omsideradly in price at Pokhare
immediately after the S8iddartha Rajearga vas opened. Black pulse
is produced in areas in the hills to which both the Biddartha and
Prithivi Rajmargas are aligned fairly closely; only in the case of
areas near the faorwer hovever did the improved ..cessidility of
Fokhara reduce the retail price. These observations led to early
optimistio comolusions on the likely medium-term impact of road

povision despite the generally small benefits per housebold.
Becanse of the relative unreliabtdlity and panocity of data on

historical prices, only very broad ocnclusions can be drawm: 1)
transport-induced reductions in retail prices on many goods vhioch

were imparted into the hills edither via Bhairahawve or after the
opening of the Prithivi Rajearga via Birgunj and Kathmandu were

memwomaw.mtwmprmtm
shov a digoernidle fall in retail price in Pokharaj ghee, black
grain (or pulse) are bill products so coe would not expect Pokbara
prices to be significantly affected.
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DAKIE 4,VI: Price changes énd the 8iddartha Rajsarga (fram Godl, 197%)
(ecnverted to metric measurement for this report)

Betad] prices in Pokhare
Commodity Deo'6?7 Apr'68 Deo'68 Deo'69 Apr!70 Dec'?0
Rioe 6’.10 89.25 175.(!) 188.” Z}Z.m m.m )
Fotato 167.36  73.22 209,20 135.98 9h,1h 146.4h "
Salt 120,00 80.00 60,00 %.,00 50,00 50,00 "
Bugar 338.91 470.71 313,80 313,80 303.34 366.10 "
m ”om ”.m ”om ﬂ.w Q.w ”ow ~.1'8 ltrq

tin
Mustard of)l 249,09 284,68 249.09 249,09 249,09 264.68 u.wnﬁ
Yoellow pulee 347,13 370.27 289.27 289.27 289.27 3A7.13 *
Klack pulse 347,13 289.27 231.42 231,42 238,36 289, "
Ghee 862,60 533.77 569.36 569.36 533.77 S533.77 "

PABLE 4,VII: Retail prices inm Syangia

Commodity 16667 167-68 169 720

Rioce 335,22 320,65 218,62 255,91 Re . Quintal
8alt 140,00 90,00 50,00 %0.00 "
Bugar s02,08 839,32 313,80 313,80 "
Kercsene 60,00 n.a. 45,00 30,00 Rs,18 1tr,

tin

Ghee mo& Dele Do, 5”.36 homm
Qranges 8.33 n.a. 26.66 33.33 "
Rack m 289.& Dele &0028 810% . n
TARLE b,vxnx Retail E“‘ in w

Commodity 16667 After May 70

Rice 349.80 233.20 Re.Quintal
8alt 180,00 %0,00 "

Sogar 460,28 292.88 L)

Kerosene 60,00 25,00 Re.18 1tr.tin
Ghee 3”.88 %9036 mom
W 80” ”o” "

Kack pulse hoh 88 289.20 "
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offest by other more powverful facters. (These include ihareases in

‘the prices of Indiss mamsfactured goods, particularly at the time

d.mmmumu1m.mmmuuotmm
rapee in Decemder 1967, and the oasplex relatiomship betwesz rice
rxmuumruu/;rmwm&munmcum
export of rice south to Isdia (1llegally) rather than to the hills);
2) there vere some definite reduotions in prioces in some goods in
the hills (exports of the hills (dlack pulse and ghee) beceme
cheaper doth in HMairebawa as well as Pokhare, but particularly
the latter, as a result of improved accesaibility within the hills)s
3) many unexplained ancmalies exist within the Bhairshave-Pokhara

Frioe &ifferential which point to explamations other than the simple
one which maintains that the price in Pekhare should reflect the

price in Butwal or Ehairehave plus transport and storwge charges.
Mw&hmm&hr&motwmmuuta‘
twenty looalities 0ollected by the Project throv some additiocnal
light on the effect of roads upon Frioces. The transportation of
imports into tbe hills requires that there is a ‘dreak of dulk'
vhere ocansignments are broken dovn into loads for porters who then
transport the goods to serchants! stores in off-road hill towmns.
Goods change hands frequently and a mark-up of detween 10 and 1%
at each transactisen is usual., It appeare that truaders expect a
mark-up’ of around this figure cn total oosts, incluxive of trensport,
sizoe a return of 10-1%% oo outgeings was videspread, vhether the
treding establistments were located cm or off the roads and despite
strong oampetitive forces. Thip elmment of price-following om the
part of merchanis is appareat, in spite of the faoct that any two
Mmhnmdﬂmt“mnﬂd“mm
to sources of supply further up the wholesale/retail chain, The

o\’
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reduotions in treasport eosts that &id ococur after roed provision

vere largely absorbed dy extra ‘mark-ups’ at tresk of bdulk locations
and at other points in the dlstridutien chain, and thus the net
effect upon consumer Jrices, particularly in off-road locations,
only shoved a momentary halt in the general upward trend of imported
Indian price rises.

8ince relative real prioces of imports into the hills 4id not
decline drematically, the net handling of imported traded goods per
rural femily did not materially increase after road provision.
The casb dispoemble income in the regicn is curreatly
caloulated as less than Rs.2000 per housshold, or less than £15 per
capita per yeay and is declining, Eence the base on which any
increase in merchanting might grow(resulting fros per capita demand
increases) is very small.

Ancther factor responsidle for the alight effeot of roads upom
izport demand is that many rurel families still use long-distance
porterege (either their owm or hired) to export their produce and
buy imports in off-rced locations. As an approxismate guide, most
femilies in the distriots of Argha Kanchi, western and southern Oulmi,
sotthern Palpa and scuthern Tenshun #t{ll tend to use the o0lad trails
to the terai ruther than to tuy imparted goods at entrepots on the
road in the hills. In these cases (perhape 20X of the population
of the hills), any price reduction due to road provision in the hills
19 not relevant., Pigure 4,V indicates the relocative effect and

shovs that much of the hill region is still served by foot traffio,

The demand for imported goods (and implied new opportunities for
merchants) has thus not greatly inoreased as a result of road provigion;

other developments, however, have changed both the sise and nature of
Mtcmwwumwmmwumm

/\()}V



Fig. 4.v

Change of trade flows after road provision

AFTER ROADS
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five years. Theee medium-term changes result predominantly from
the expansion of the sdministratiocn and its decentralisat'oca.
liev oppartunities for merchants 4o not arise from a simple price
offect tut have largely depended upon the creation of relatively
large pools of offective demand for imports derived from wages and
salaries in the administration. In oontrest, the spatially and
socially dispersed production of commodities for export in the hills
is unsuited to further opportunities for merchant control and cop-
sequent accumulation with roed provigion, as the present ‘high
value/lov bulk'! comsodities minimise the impaot of transportation
oost reductions and any introduction of commodities for oxp.ort vdth
different charucteristics is likely to be extremely slow and restrioted
in extent, far the reasons cutlined in Chapter 3.

Tvo ethnic groups, the Thakalis and Newars, appear to dominate
comserce before and after road provigion out of all proportioa to
their total numbers in the regiom as a vhole, and owe their position
in large part to strong respective social cohesion enabling dispersed
buxiness networks to be maintained. A third group, possessing Indian
nationality, owe their importance to the existence of their own cone
nections vith manufacturers and acoess to both formal and informal
markets in rice and 'fanoy goods' (luxury commodities imported into
Nepal froo such countries as Japan and re-exported illegally into
India, such as watches, terylsne fibres, sunglasses, anoraks, eleo-
trical household goods, eto.) in India, but are not characterised by
any particular degree of internal oodesion and mutusl co-operatiom,
The virtual absence of certain groups from treding includes thooe
who have traditiocuslly been denied access to many activities on
caste grounds (ln..t. Bariki, Domai). It is dissdvantaged groupe
such as these vhi@ do not havei-
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a) a0cess to credit, or to starting capital from other sources;

b) business connections to arrange sales of produce or the
isportation of goods and their safe trangit;

¢) 1links with the bureancrecy at the middle and higher levels

for licences and contruots.

The larger the enterprise (in terws of turmover) the mare the
lack of access is oritical. Rice stock shops, wholesale oloth shops
as well as industrial enterprises like rice and oil mills, factories,
printing presses and motorised traunsport, all require acoess to these
three essential resources, and it is those wvho were already estadlighed
wvho still dominate these spleres after road movision. Relocation
of comnercial activity towards nev centres by these privileged groups
wvithin the hills is mainly due to the fact that it becase econocmical
to move commercial activity nearer to the points of conswmption and
production in the hills. Provided that porterage costs per tanne/im
are far higher than trucking costs (and are perceived as such by the
public) then a relocation of a shop on a motorable road wvhere foot
travol distance is minimal nearer the points of consumptiocn (for
isported goods) or producticn (for exported goods) will maximise
customer potential, There are sany exmsples where the sxtension
of the road network is perceived by shopkeepers at a present break
of bulk location to be a threat to their present location's adility
to attraot custom and a 'disturdance'! in the prevailing oommercial

envircnment.
This 'disturbence’ to the established merchanting structure,

however, has afforded a fev nev entrants into distridtution an oppor-
tunity to compete sucoessfully in certain niches. While Hewars and
Thalalis maintain their dominance overall, the retailing end of

nost types of sarketing desands 1less in the wvay of starting finance,

o
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businoss networks and access to weoll-placed persons within the
bureaucracy. Relations between oanufacturer, wholesaler, retailer
and the Stat. have changed, however, not only as a resilt of road
Kovigion, but also through explioit State action. It 1¢ the
large serchante vith acoess to the officials in the bureancrecy
vho are adle to negotiate themselves positicns of Jicenced oligo-
lopoly to the detriment of other treders and possibly consmers and
Froducers as well. Even in situations where the State has attempted
to control prices for all trensaotions (e.g. bus fares, sugar,
kerosene, diesel), it 1is the more powerful tusinesssen who ocan bring
their political power to bear within the official spheres and offer
the kdnd of inducements to officials which will enable the State's
. attempts at regulatiam to be turned to their advantage. It might
be expected that merchants would atteapt to forge backvard linkages
into developing productiom, but it is very rare indeed for merchants
to do o0, As Chapter 3 emphasised, rural petty commodity producers
are dispersed, atamised and numercus, &nd, whilst they are therefore
unable to organiss their ovn marketing arrangersnts because of the
inatility to concentrate suffioient persons in space-tisme to form
the necessary institutions, it i{s also very difficult for merchants
to control producers. The major objectives of the large serchants
are therefore to saintain and increase their control over ameller
distritutors and retailers, by a variety of sechiuimmss to ensure
overall control of the import trade; to increase the degree of
.'hortunul' integration by running seversl cosplementary businesses,
ane of vhich, inoreasingly frequently, involves motor tm; to
ensure that the producers of imports (Indian faotories) 4o not by-pese
them and sell direot to the ‘Tetailere; and to maintain effective

[



oontacts with local, regicmal ani, if poesidle, natiocoal State

officials, the advantages of official recognition and assistance

being very oonzideradle.

The number of large serchants and of major commercial enter-
ises capadle of msnipulating sariets is amall, and distridution
at the retail end 14 in the bands of large nmmbders of 'sudbsistence’
traders and retailers, and even larger nmmbery of establisiments

vhich merely supplsment (ther sownroee of income to a bhousehold

(“. Tabdle kon) .

TAELE §,IX1 SBummary of accssmlation categories of

oammercial enterprises

Categary of
Gsnered ) Mambder of % of total
omer's inoome

desaription 1 Rs. ( 1) obesrvations obssrvations
Bubgistence

supplesent 0 - 2000 17% 5%
Subsistence

without aocu~

sulation 2001 = 6000 7 0%
Saall accumu~

lation 6001 = 25000 . %1 1%
large acoumu-~

lation 25001 =« %0000 - 18 %
Very large

accumulation 50000+ M 9%

Source: Commercial Survey, 1974/75

If ve take as an example the treding of oloth, we shall be

able to 11lustrate some of the oentral features of the oommercial

struoture of the region and itg dymemio, Cloth treding in the

1L,
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m-mddmunhdunmddmtm.-nmbcct

centres (sainly Butwal and Bandipur). Houssholds purchased for
their own comsusption in large part from these centres to vhich
pany travelled once or twice a year to sell exports, collect pensions
and purchase other household items. After road provigiom, there
was an increase in tho total number of establishments and also in
the nusber of looations of cloth shops. The large increase came
particularly at the lower end of the cloth retailing sectar (thoee
vith gross turnover of under Rs.100,000). The cloth nu.in.ng
dmhnbmmbn“notmqum-mdhnﬁmhtdn
u—nunmmmwmmwhmmum.
Hany of thees shope, omddhhﬂnmc,_mumo vhich
18 less than subsistence needs (i1f it is assumed that Rs.2,000 1s

a minisua sum for the purchase of all food grains and other needs
for the year). The ehops at the lower end of the turnover and

Mummmmummmmm'ohmmd
over 7% of all cloth shops émploy cnly family labour. A ssall
olientele of local residents are held by credit and other extre-
sarket ties, since the owner is perceived to be a memder of the
local community by his clieats. Road provision has undoudtedly
altered the linkages in the marketing chain. Cloth sanufacturers
mbmmutowunﬂﬂthuncvhohulmmoo-md
centres in the hills., Ssaller retailers are also tending to deal
direct with the larger vholesalers in Hhairshawa. In both cases

the traditional pre-roed middlessn at pre-road break of bulk points,
such as Butwal, are cut cut of the marketing chain, In the reveree

m:m-nmmoorenmom-ammnmum
dealers bave direct cannection vith co-road dealers in the hills,
and by-pass the old-established ghee-brokers of Butwal.

/ocP.
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The monopoly of oertain groups of majer dealers is thus

threatened, although 80 far they have managed to maintain a strong
position. Bo striking, hovever, has been the increase in the
mumber of ssaller traders and retallers, both in roadside and off-
road locations, that any innovatior, such as road provision which
&um the poasidbility of an increased volume of saleg, appears to

result in an expansion in the mmber of petty treding establishnents
rather than a price deorease to the oonsumer,

As a conolusion we suggeot that the impaot of roed provision
upon cloth distritution has been to replace merchanting proper with
vholesaling and create further marginal retailing opportunities, the
firet of vhich may benefit the ultimate producer and conmmer and
the secand mitigate.- the passing on of the admittedly very small
benefits to the commmer but also produce incame for a relatively
poor group of householders.

To take a brief look at a seoond exaaple in wvhich roads have
bhad a significant effect upon the struoture of distritution (rather
t&:; production) of a produot, we consider the case of rice and

paddy marketing in the terai. (The precise relation of the effects
of roads, as oppooed to other factors in thie ooncentration is

reported in full in Chapter 6, Vol. III of Part 2, and is briefly
susmarised here). Road provision bas allowed paddy surpluses to be
transferred more eaxily through space and time from points of pro-
duction to those of comsumption. After the constructicn of the
Hahendra Rajsargs, the btulking-up of grain for low cost transportation
has tended to ooncentrate the marketing of grain in Ehairehawva, vhich
bhas facilitated nev instituticnal arrangesents for rice and paddy
sarketing vhich in turn accentuate this tendency. In 1975 a jodnte
stock company forwed in the study area with the State awaing 51% of

\&A
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the shares and the rest being offered for sale to the pudlic;

the shares, predictadbly enocugh, have been purchased by the largest
of the rice merchants im the area, This Lumbini Rice and Paddy
BExport Corporation has on the oampany board three merchants, three
officials and the managing director (a Kathmandu-appointed govern-
ment officiel). The three serchant directors are the largest local
serchants in rice, as well as in other associated enterprises in
vhich they bave interests such as rice and odl milling, motorised
transport and warehouses. The ocmpany has not extended its
activity to direot purchases from farwers or co-operatives (except
for a fev cases vhen the farmers bring their produce for sale

direot to the ocapany) but purchase from private traders. The
serchants share in the large profits the corporation makes in

selling to India, The firet ysar involved purchases of about
25,000 metric tonnes of rice almost entirely from the merchants

to vhom the oocapany paid a little over the local market price and
Mmttw&owotmmuuthommnto'M
(storehcuses). Unless the pover of effeotive 'public' ocmtrol

in such companies is very much greater than in other State depart-
ments and pare-Statal organisations, it is olsar that thd omly
sajor resilts vill have deen: to exolude the smaller traders from
expanding through exporting rice and paddy to Indiaj to enable key
neabere of the bLurvancracy to share in the immense profite to be
had from exporting rice to India; and to increase the power to
acoumlatc of a fev serchants vho already are reputed to make net
mofits of Rs,200,000 per msonth, The major omission of thie
arrangessnt is the oamplete abesnos of enocorwragement to the prodnoer,
either by prompt paysent vhen he sells direct to the company, or by
any linked means by vhich the farmer can obtain credit for agriculfral
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Jarposss or can jurchase nev inputs &irectly.

Given the dependence of Nepal on the grein surplus produced
in the terai, the concentration om commercialisatiom by both
mwivate and publioc seotars to the exolusicm of developing produotion
appears shortsighted and perilous. In generul, it is perhaps in
the sphere of comserce that rosd provision has had the greatest
impact, 1f wve exclude the trensport ssctor iteelf. But if the
btuilding of roads has facilitated the movesent of commodities through-
out the region, as it undoudbtedly has, it resains true that the vast
majority of the ocommodities moving are, with the exoeption of grain
)V from the terai, isported manufactured goods. Increesing activity
in the oommercial sphere and reduced transport oosts have so far
failed to stimulate significant developments in production, either
in agriculture or in industry. Changes in the sphere of production
bhave been brought about, by and large, by factors other than road
construction - such as yopulation grovth, ecological decline,
expansion of the local dureancracy and developments in India.

6. Traansport

If there has deen a significant inarease in the number of
commercial enterprises and in commercial activity as a whole
throughout the reglcn, the expansion of the motor tremsport sector,
Wiether in the sphere of haulage or of passenger transport, has been
quite resariable over the past decade, and obvicusly can be directly

attributed to the opportunities provided by road coostruction.
One of the features of non-agriocultural economic enterprioe in
vost-central Nepal is the extent of what might be referred to as
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‘harisontal integretion'!, in vhich small nmbers of individuals
own and oantrol a mmbder of divereadusinesses. For exmaple,
vithin the Ehairehawa Chember of Commerce five individuals ovmed
pineteen tusinessss between them, while twenty individuals owmed
fifty enterprises. Oue man, for instance, has a bus and truok
oompany, a match factary (cloeed 4own in 1975), and is a dealer
for petrol, ksroesne, cigarettes and a renge of kirena goodsj
another man has a rice and odl mill, a large contrecting dusiness,
rioe stock shop, oloth wholesaling business and multiple dealarship
in a vide range of imported goods. The degree 0f such ‘petty oon-
glomerate’ bLugineeses ie also ocnxidersdls among individuals involved
in the bus, truck and taxi buginess. Becaunse quite large starting
ocapdtal is required for the purchase of a vehiole, it 1is to be
oxpected that most transport oompanies are run by those whio alreedy
have buxinesses. Ia many cases the ariginal btusiness involved emdb-
stantial trenspart activity and trucks wvere purchased vhen roads
vere ocanstructed to ocarry the merchant's oxm goods as well as
others!, In same cases loans from banks were obtained (uscally
between 50X and 100X of the capital ocost). Government loans are
saxier to odtain for enterpriess requiring purchase 'of machinery

(e.g. Frinting presses, factories and motor transport). The dominanoce
of Newvars is cutotanding and is directly attributabls te their experienc:

in other tusinseses, involving the preesent owners as well as their
fathers, A puaber of Gurungs have also entered the taxi businese,

ususlly esploying both their treining and savings meds vhilst in the
arsy and from pensiocns. Thus, as in commerce, the new opportunities
vere taken up predominantly by the already advantaged, and particularly
bytboooumummdthupmtow. As in
ooEBITros also, entry oosts and returns on investseat vere both higher

N



120,
initially at the larger scale of the range of operaticus; later,
as ompetition has grown, the pofitabdility of many brenches of the
transport sector has declined significantly.

S8ince the opening of the 8i44artha Rajmarga in April 1968 there
has been a spectacular inarease in the liocenging of motor vehiclea
in the area,

Dealing with tus transport first, it is apparent that personal
travel costs vere reduced, both in the hills and the terai, by the
Jovigion of roads, Before the opening of the S8iddartha Rajaarga
in 1968 a porter carrying a standard load of 35 kgs. took thirteen
or fourteen days on a round trip detween Pokhare and Butwal, At
current prices and sseming similar conmmption habits, the porter
would spend detween 10 and 15 rupeee por day on food and drink,

A calculation of the net cost of the trip can be obtained - by
subtrecting the monetary value of fourteen days' meals prepared at
home (froo data provided by the rurel eurvey), a private dail:
orpenditure of travel on foot at today's prices is estimated at

S rupees and hence the Pokhara to Butwal trip would have cost 8k
rupees, vhile the current return fare vith that load is 62 rupees.
It is this oonetary saving plus the reduced time and effort which
bus travel offered that largely ommtriduted to a marked change in
the travel habits in the hills and on the tersi, away from commodity

trunsaotions and tovards 'service' and oonsusption goals.

In the early years after road construction this tuoyant demand
for perscoal travel made investment in buses very attractive, tut by
late 1970 a situation of heightened oo-potttiaé began to develop and
& bus syndicate was formed on the Siddartha Rajmarga to regulate the
sumber and timing of trips made by individual duses on that route,
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The opening of the Prithivi Rajeargs resulted in scme buses
leaving the Siddartha Rajeargs syndicate, but eaturation was rapddly
achieved by a large nusber of nev entries on the nev road as vell,
including mini-buses aimed at richer custasers demanding rapid
inter-urban transit. The opening of the Mahendra Rajmarga in
1975 caused a further trensfer of seventeen buses froc the Butwal-
Indian border route and four fros the Pokhare-Butwal route, and a
Dev syndicate wvas forsed which allows twenty tripe a moath from
Butwal to Kareyangarh. However, nev entries into the syndicates
wvhich provided the buses for the new route immediately took the
places of the transferred buses.

Both the Siddartha Rajsargs and Prithivi Rajsarga syndicates
try to discourage nev entries into their syndicaves by limiting
the mumber of buses per company to one, but new companies with
oore than ons us sisply cirousveat this rule by foreing a separate
oompany for each bus, However, mmvotmnm.omw
consideradbly during the last three years, Returns are declining,
partially due to nev entries, bdut also as fares charged are a matter
of negotiaticn betweea the syndicates and local autharities, their
increase has tended to lag bdehind the spectacular inflation of
spare parts and fuel, whioh are imported from India,

\
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The explanation of the existence of btus syndicates in terve
of over-capacity of btuses is reported more fully in Vol. III; and
can briefly be ocutlined here. The private benefits from leaving
the syndicate and running a bus every day would result in increased
uee of the large amount of fixed capital hitherto under=-utilised
vithin the syndicate, and a better profitability for the individual
operator taking his decision (variable costs rising dy caly 12,
vages anly 2% and reveaue by about 33%). This acticn would force
other buses to 40 the same until per trip occupancy rate had dropped
bynmxto.hmmdmmpuo.mldmnt.hu. Another
wy of syndicate-breaking in the pursuit of increasing private inoome
is to reduce fares unilaterally with the aim of increasing oocupanocy
rate. Bowever, tus travel is very price insensitive since travellers
tﬂdtonlktothomdtndatehthommmthwto_
arrive. Hence 1t' is not ;rlntol; rational to leave the syndicate
and it 1is likely that 'extre-eccnomic ocerciom' would ocour if any
mmrmatowmma.mw snsures that all owners
make profits.

From a genersl point of viev, a raticoalisation of bus oervices
utbomiumunnmtho-mum«tobomddodwnh.bmt
two-thirds the mmber of buses, hence reducing the capital costs dy
about a third but with poesidilities of fare reductions of only about
10% wvhich implies that the per capita inoase gains vould be very
aall end not accruing to the very poor. On the other hand there
would be a gain in foreign exchange with India (vho mamufacture buses
and trucks under licence from Vest Germany), since there vould be
savings on the purchase of spare parts and replacesent vehioles.

If the employmsnt structure were raticnalised the direct loss of
exploysent in the area oculd be in the arder of three hundred and

1\
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rifty (drivers, contuctors, mansgers, olsaners, cheokers and clerical
vorkers). But apart from such possidbilities of more erficient
saployaent of capital and manpower, the lesson from the perscnal
transport sector is that large amounts of capital were available
for investment when the opportunity aroee.

Turning now to truck trensport, it is clear that a broedly
ginilar develomment took place. At the opening of the Siddartha
Rajuarga during the period February to May 1968, the total number
0of truck loads coming into Pokhare along the Siddartha Rajearga rooe
frao a daily aversge of 1.3 to 1.8 and then to 3.6 following the
o{ﬁoul opening of the road. By November the daily averuge was
6y vhile during December and Jamary of 1969 the daily average roee
to 7.

In 1973-4 the 4aily averege of trucks arriving in Pokhare along
the 814dartba Rajmarga was just over 9. According to one source,
the number of trucks involved in comsercial haulage along this route
rose from 25 in April 1968 to 35 by December 1969 and then to 60 by
Deoember 1970, fbr the rogion as a vhole the number of truoks
appeared to increase from 162 to 239, nearly 50%, in the last five
yoars, The total number of truck arrivals registered in Poitare
on the 8iddartba Rajmarga in 2030 (1973/7%) was 3,526 and on the
Prithivi Rajearga 1,421,

Profits from trucking were very high in the early years after
the opening of the Siddartha Rajsarga. Between April 1968 and
Deoember 1970 the rute twmmmmum_mmm
fros Rs.250 per metrio tonne to betveen Rs.120 and Rs,.150, and the
reastn seess to have been increasing competition between trucking

campanies, The present charge of between Rs.700 and Rs.800 per
truck load from Bhairahawa to Pokhare, and Rs.500 from Kathmandu to



Pokhara (Spring 1975) represents a rate of Rs.175 por metric tomne.
The present situation of trucking firme is that net annual revenue
is equal to about one-third to cne~-fifth the purchase price of a
truck (about Re.95,000) @0 that vehiole cost can be repaid in five
years or less. This rate of return was roughly equal to that oa
buses in 1975, an equalisation bdrought about partially by the per~
ception of a such higher return on passenger trunsport, leafting to
trucks being converted into btuees around 1970.

The level of profits accruing to public haulage oontractors
has declined in recent years, although there is very omsideradle
variability between operators. This is partly accounted for by
the difforing astuteness of the operator and the efficiency of his
n;tvorks vith comxission agents and merchants of the owners in
sescuring loads, particularly for the back~-haul fraa Pokhare to
Bhairahava or Kathmandu, A general source of concern for pnbno-
carriers is the steady increase in private carriers - trucks oon=
trolled largely by the wealthier serchants, many of vhom are in
the process of horiscntal integraticn of businesses. Table 4.X
shovs the increese of private carriers relative to public carriers
in Lumbini Zone.

TABLE &4,X1 Mumbers of private and public carriers
licensed in Lumdini Zone

Year (Nep) Year (AD) No. Primate No. Publde
2027-28 1971 s 103
2028-29 972 68 109
MBO 197, " 11“
2030-31 1974 » 116

Source: Superintendent of Police Office, Hhairehawa

Wl
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The vast tulk of goods trensjorted by road within the regiom
travels in trucks, originally manufactured in India and generally
vith a capacity either of five toas or (more rarely) eight tons;
hovever, smaller vehioles such as jeeps and land Rovers are also
used for transporting goods betwesn towns. The number of private
Jeops and land Rovers (ard similar small rebicles) registered with
the police in Edairehawe for Lumdini Zane roee between 1971 and 1975
from 113 to 143, an increase of about 2%, and those in Pokhara for
Gandhaki Zone from 1 to 13. Bome of these smaller motor vehicles
are used as taxis vithin the urdban centres, often under conditions
of competition vith duses. Notor taxis are rere in Ehairehaws and
Butwal towns where the predominant sode of intre-city trensport is
the pedal riockshav; the same applies to the route between Bhairehawva
and the border. The nev towns along the 8iddartha Rajsarga and the
Prithivi Rejmarga do not have resident motor taxis, the gise of thooe
oentres and the demand being too small to support a permanent local
taxi, but in Pokharae in 1974=5 the numder of taxis had reached such
proportions that attempts were made to fore a syndicate(in the same
vay as {n the case of busea) to regulate the pdoking up of passengers
and to arrange a rotatiocn systea to reduce direct ocmpetition., The
syndicate failed largely due to the faot that "outsider" taxis from
Kathaandu, wvho oved no loyalty to the Pokhara-based syndicate, con-
tinued to pick up loads and passengers indiscriminately. The general
charscteristic of diffuse origins and destinations sscag taxis is

similar to that of trucks, and may well prove problesatic in the
running of any syadicate which taxi or truck operatores may consider

as a moans of preserving profita 4o the face of excess capacity in
the future. Although accurate data are difficult to come by (ceters
usually not working even if attached to vehicle, and no written

W
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acoounts being kept by drivers or users), it is olear that profit
levels have dropped in recent ysare, and |any are '"locked into" the
taxi business, unadle to sell their cars at sufficient prices to
repay loans.

It is difficult to assess the effect of the building of roads

and of the development of a motor transport sector on thoee vhose
livelihood depended largely on non-aotorised trangport, for little

good information is availadle on the pre-road situationm. However,
real porterage rates per day worked appear to have increased aince

the rrovision of the roads, vhilst average Journey length has de-
reased the latter because cn-road dulking locations to off-road
retailing or oconsumption points now account for most of porter
journeys, rather than from a hill location to a terai treding centre
a8 in the pre-road situation, Hovever, many more routes are used now
by paid porters (east-vest) compared with a few, with a predominantly
porthesouth orientation, previously. There are therefore =ore trading
centres, since a "turn-pike" bebaviour has resulted wvheredy off-road
travel distance is minimised. In this wvay Tansen, Walling, Syangja .
and Naudanda on the Siddartha Rajoarga, and Demauli, Duare, Bimalnsgar,
Hajua Xhaireni on the Prithivi Rajmarga have becomse break of bulk
points and have attracted vholesalers and a number of commission
agents vho arrange transportation. Whilst many tradere based in

the hills usually supervise the loading, unloading into trucks and

the hiring of porters for onward transport of their goods themselves
and vill not bother with commission agents, others not familiar with
the job of hiring reliadle porters vill eaploy commission agents.,
Commission agents generslly charge a ssall camissdon, although
comiesions can be very much higher for motorised transport, up to
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2%% of the rate charged by the truciing firss. Agents organise
up to forty trips a month (usually between Ehairehave to Pokhara
or Kathmandu). All the cases of transport agents interviewed had
either a pre-established shop or vholesaling business (implying
horizontal integration within serchanting), or a strongly uu-plua
fara, vhich provided the starting capital.

A central problem is to provide an explanation of why porterege
rates per day worked and per tonne/km soved have increased markedly
above the rate of inflation (vhile still being very low). One
explanation is that current rates for porters from the break of
bulk locations mentioned above represent travelling and waiting
time since most porters intervieved have to wvait from two to eight
days for a load. Hovever, there is no shortage of porters except
on feast-days and cocasiocnally during the rainy ssasm (vhich i
sy for agricultural purposes and diffioult or impracticadle to
carry loads). In addition, sany serchants bargain with porters
over rates, refuse porters the right to wveigh their loads (henoe
give themselves the opportunity to under-estimate the load) and are
usually in a position to pick and choose from the unorganised group
of portors who avait the arrival of trucks. Thus there is no
roason why sorchants should not be 4in a position to force the price
of portering down. In the pre-road situstion rates for a 'usual
load! of about 35 kgs vere about a third of the current rats, without
allowence for inflation, vhich has in the last ten yea@s been of the
order of fifty per oent (with the maximm prioce ucnar being for
cloth vhich amounted to two hundred and fifty per cent). In the
pre-road situation, porters arrived at Butwal and Narsyangarh or
Bandipur and, while it aight be hypothesised that wvaiting time bay
have been less at these places, the dasio relatiocnship was still
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between a merchant and an over-adbundant supply of porters.
Furthernore, there is no reason to suppose that portering to repay
debts to shopkoopers wvas any aore prevaloent than it is now, The
oxplanation we offer is that merchants do not as a group act in a
simple labour-cost~ainimisation manner but follow a linited oo~
potition '"cost-plus" approach to pricing of the retailed product

(already discussed adove), hence merely marking up on transport
ocosts in the sase way as an the oost of goods purchased from the

previous segnent of the mariketing chain., 8inoe there is a good
doal of ''price followving” of other commercial establishments, as
wvell an variatioms of prices themselves, it is still posaidle to
obtain customers to buy goods, even if the transport elesent in
the retail price in cases of some retailers and wholesalers has
not been reduced to the ainimum coet of merely feeding the porter
during the journmey.

The effect of roed transport upon mule and donkey transport
folloved a similar patterm. The opening of the Siddartha Rajmarga
immediately replaced sules, vhich transferred to other routes,
particularly Pokhara to Jomoson and some of the other lateral mgoo
to the same break of dulk points which portere now use. However,
sule trips are limited by the quality of the track all the year and
also by the sonsoon which causes deterioration of thoee routes which
in the dry season can be used by mules. Rates charged per tonne/km
are usually identical with those charges by porters. Hovever, mules
tend to transport for larger serchants who viah a large consignment
of goods to be taken long distances and on contract to the govern-
msont for the transport of foodstuffs, building saterials and some-
tives oquipment for the administration of police and army in remote
areas. Profitabjlity of mule transport varies very conddonblyh

NY



129.
betwveen routes, but as a general rule the ovners incame per animal

por year varies fram Rs.700 on the less-used routes to Rs.1000 on
the Pokhare-Jamoson trail, However, there tends to de a maximm
number of sules (about nine) vhich one owner may work since he oust
load and unload his sules every day ou the trail. Payoent of
others to take the mules along the trail is avoided since adequate
treatsent of the mules can only satiafactorily be provided by the
owner hizsolf. MNost of the mules cvners on the Pokhara-Jomoson

trail are from the smmell villages in the scuth of Hustang and are
contimually operating mule treins in the dry =onths from Noveaber
through to the berinning of June. Their incomes are suppleaented
by varying apounts of produce from their lands vhich are tended
oostly by the women of the household. There has not been an
increase in cule ownership, por any atteapt by other groups to
pove into mule transport, irn spite of moderate, but reliadle
profits of up to about Re.8000 per annum, for the reasons that nev
caspetitors would not have the same advantage as the !larphall
suleteers (wvhich ia the ability to combine mule-driving with farming
1in areas of good availadility of abundant susmer high pastureo,
vhere mules benefit from the lov summer rainfall of these trans-

Himalayan regions). While other groupe 'ave tended not to move
into mule-driving because of the particular access qualifications

~t~udred, Harphalis in contrest have moved into trucking.

Bullock carts are common in the terai and are also found in
the Pokhara valley sinoe 1953 when the first one vas flovn in (&m._
1959). The effeot of road provieion on bullock cart usage in the
study area is well summed up by a report by the ECAFE Transport and
Communications Committee (1969), which stated that:-



130.

"It was once thought that the use of antiquated carts

vhich had survived centuries of changes aight not

continue long in the era of motor transport. This

expootation has not materialised because cotor lorries

can operate successfully only around industvial areas.

Due to insufficient loads, time taken in loading and

unloading, long wvaiting at the earket or the time

spont lookdng for a return load at the carket, the

cost is 80 high that motor transport cannot as yet

coopete with the bullock cart. For conditions existing

in the developing countries, the animal-drawn vehicle

is zheap for short hauls. For sediua hauls, trucks

are oore suitadle ..."

In line vith this statement, the general situation with regard
to tullock carte in the terai and the Pokhara valley is that their

use bas resained either at a ocustant level (hauling small oonsign-
mumlu-uncuotnptozom.tobmmuugn_q
bazaars) or has increesed vhere carts are carrying goods on oon~
tract to the government (particularly the Naticnal Treding

Corporation, the 8alt Treding Corporetion and the Agriculturel
Development Bank). Since the services of cart and bullocks are

intimately tied to the farm itself, the hiring ocut of a cart and
bullocks on contrect is an ideal means of earning supplementary
income for farwers,

Trediticnal 30des of transport have, it would appear, suffered
less as a result of the development of alternative modes of transport
based on the nev roads than might have been expeoted., Here, once
again, the impact of road provigion has deen extremely limited,

Y,
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5. Sumary

The duilding of three main roads in Vest-Central liopal over
the last ten yeare has had very little effect on the cruchl Fro-
requisites for any sdgnificant develomment of the region, namely
increasing mroductivity in agriculture and industry. There have
hovever been some changes in commerce and trade, in part attri-
butable to the roads, bt in part to the growth of population and
the bureaucracy, No evidence has been found to support the opti-
mistic prognosis of the effect of roads in the fourth Nopalese
Five Year Plan that "the building of roads linking different, and
unequal, regicns should have the effect of reducing inequalities
between thoee regions, and also, through the more goneral and
social economic impact of road provisgion, between different secticns
of the population within each regioa", Why this has not occurred
requires explanation. Such an explanation is only possidle {f the
analysis tranecends the limited appraisal of roads per_se, and
considers the total context within wvhich roads are planned, bduilt
and used., Only by making use of a frasewvork which explicitly
incorporates "ecanomic', "political” and "social" factors within
an integrated dynanic systeam can an adequate understanding be
actieved, and an appropriate policy devised.

llopal today {s a country in crisis; a crisis brought about
b repid population growth, and the inability of either the 3tate
or private enterprise to respond adequately to increase production
and generwte acoumulation for further productive invest=ent. The
fundanental continuity {n the structure and organisation of the

:iopaloso State over the last two hundred years explains in large
part its inability to intervene effectively in the production process
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and its heavy reliance today on foreign aid. Nepel constitutes
a peripheral but important market for cosmodities produced on a
tass scale in India, and thus Indian industrialists and business-
nen exert considerable pressure on their governsent to onsure that
political boundaries do not provide real tariff barriers to the
export of Indian manufactures. In 00 far as it represents such
businesas interests, the Indian government is concerned to maintain
and even extend such trade ard transit troaties as exist, all of
which favour Indian producers and serchants at Nepal's expense and
contribute very largely to the stunted develomment of Nepalese
industry. These interests are largely coincident with the Indian
governnent's concern to prevent a major collapee on their vulnerable
northern frountier, by means of support through aid and rearuitment
of Nepalese Gurkhas into the Indian army, and by means which allow
it i{nfluence and oontrol over internal and external polioy in Nepal,

The present rate of population growth threatens to bring about
the collapse of the hill econony (where 59% of the population live)
vithin fifteen years through land fragmentation, declining yields,
forest degredaticn, erogion and subeequent loss of aradle land.
Already the hills are a food grein deficit area and largely dependent
on foodstuffs bought with cash, derived from remittances sent back by
those employed abroad, Mev responses in termws of intercropping, the
introduction of wheat into rice lands in wvinter and ainor isproveaments
in irrigaticn and field levelling have taken place, but have not kept
paoe vith population grovth. The plains (the terai) still constitute
& food grain surplus ares, but will de increasingly subject to pressure
of population as immigration from the hills and India increases. It
has been argued by some that population pressure can act as a sticulus
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to technical innovation and developsent in agriculture, but even
in the tersi, where resources, traneport and labour are core readily
available, the extent to which 'modern' capitalist agriculture haa
developed remains limited, although it is here that the hopes of
increasing production must lie, and indeed the present but dimi-
nishing grain surplus of the tersi is one of the two crucial
supports of the Nepalese State; the other being foreign aid wvhich

at present largely serves to postpone rather than resolve the criaia.

Howvever the inability of either governzent or private enterpriac
to increase production and avert the crisis must throw doubt upon
the efficacy of either road provision by itaself or supported by
coaplementary investments (e.g. rural development projects). This
iaplies the need for a powverful commitment at all levels to carry
through the urgent and far-reaching measures required. Only under thesnc
conditions would roads assuae the crucial role so frequently expected

of thes.



Pre Report on Roads and oultural

umutmmﬁu«m
Part Is NMQMS

"Nepal is poor and is daily beooming pocrer”. is is the
opening ssntenoe of a recently pablished UN Report.® It is the
‘most ooncise statement of the prodles facing the 94X of Nepal's
mummnnumxum.mmmammm
egriculture for their eoonomio livelihood, Political changes
Guring the last tweaty-five years have opeaed Nepal's economy and
polity to the ocutside world., There has also been an econoceic
trensformation over the last fifty years from a situation of simple
autarchy with available rescurces and technology adequate to main-
tain a stadle subaistence in spite of an extraotive tridutary
politionl order, to a situation vhere a cambination of population
Jpressure, ecological decline, adverse economio conditions andr
inept government intervention threatens a total economic collapee
vithin ten years. Such a collapee would be reflscted by increasing
deprivations, including femine for the widest sections of the rural
population, as well as a breakdown of urben and adainietrative

ingtitutions,
ﬁmm-mnndmumthmhanrymnaml

variation both in terms of ourreat conditiocns and future poesidd-
lities, &muotmntho-inmtotthuumhumm

“The Cha)lenge of Nepal, ARTEF/IIO, Bangkok, 1974,



into twvo. The first deals vith the Hills and the second with
the Terai. The Hills, which support 60% of the rural population
wvith 308 of the onltivatable land, face the greatest risk of:
ocollapoe as its ecosystea is under greatest pressure. The
regional variations can be identified in terms of accessibdlity,
climate, geamorphology, pro?uct eix, population pressure, migratiom,
otc. The climax of these differences is that the Terai continuca
to be a food surplus region that needs to drav on seasonal and
permanent nigrant labour to realise its potential. The Rills
have a subetantial food deficit and mach of its population has
to find cutside employsent to maintain an eoonomic 1livelihood,

A road systea that oonnects two such disximilar regions could
ocnceivadbly have a major effect in adjustasnt, through encoursging
specialisation and exchange by comparative advantage. Both the
fourth and fifth Five Year Plans have argued for iaproved north-

south comunications as a vay of dealing vith the regional income
differences. There has to date deen very little regional adjust-

ment as a result of the roed building progresme. Two major factore
can be identified as preventing such an adjustment., The first is
the inflexibtility of hill agricultural systems in re-allocating
resouroce to commercial production, This is desorided in the next
sectiocn. The implication is that in spite of the roads, the Hills
have not yet developed a cammercial surplus of temperate agricultural
and horticultural products. The other is that the market decand
for the Terai surplus fros India is far greater than any decand

from the Hilla, Thus, in epite of increasing defioite in the
Rills, most of the Terai produce costinues to move south because
the purchasing power of the Hills cannot effectively compete with

the market pull from India, Diversion of surplus to the Hills in

\2%



the future either requires the massive use of govermment funds or
a ocloxing of the barder with India vith an effective polioing of
legal and illegal trade movements. Both of these alternatives
are infeasidle given the ineffectivenses of Nepal's administration
and its ocmplete dependence om India for essential imports.

The pre-conditions that would allow a favouradle regional
re-adjustment in agricultural production to take placoe as a result
of improved road comsunications do not therefore exist. This is
already demcnstrated in the empty backhsuls of most trucks bringing
goods into the Hills from the south, To a large extent the roeds
are speeding up the processes leading to regional inequality and
not counteructing them. This is unavoidabdle unless some wvay is
found to increase the purchasging pover of the Hill rural population.
The next section sets out some of the difficulties in dodng this,

The Provision of Roads and the Probless of
Hi1) mcultm

It has been conventionally assumed that the provigion of roads
should make a substantial contridbution to a;rloultunl development.
The extent to vhich sich development takes place, however, is .
dependent on the capacities of agricultural systems to expand and
re-allocate resources. Roads bave not made a substantial contri-
bution to agriculture in the Hill Distriots of the vest-central
Planning Region becauss they do not touch oo the central prodblens

of agrerian economy of the area.
The core of these prodlems is located in the relationship

betwveen increasing populaticn pressure and eoological decline,
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For the last thirty years most of the Hill Districts have been
approaching and have nov paseed the critical point where further

pressure on agriculturel resources is leading to ecological decline
given current technologies. Currently the density of rural Popu-

lation to aradble land in the hills of Nopal is the highest in

South Asia, being 29% greater than that of Bangladesh. Culti-
vation is cutting into steeper forest lands where the risks of
00il 1ose are greatest. The nutrient status of the soil is
reduced by constant cultivation and insufficient use of manures

and fertilisers. JForest recources are repddly diminished by the
inoreasing demands of human and animal population for wood and
fodder. There is, as a result, a declining agricultural resource
base. TYields are falling, vhich, combined with a substantial
grovth in population, seans that per capita agricultural production
is falling even sore repidly, The decline in food produotion 1o
ospecially noticeable in the more inaccessible areas vhore severe
food sbortages are beooming greater and more frequeat in time and
space. Commercial output is falling even more repidly than food.
thmmmm"mctiumm“oad:mpo. The
mjor citrus production and exports froe the Polhara area have also
gane, This is mainly due to a fallure to check a aicro-plasma’
greening disease. (hee sales have dropped as cattle numbers have
fallen because of the increased difficulty of gotting foruge.

Parallel to and accentuating these "farw" probleas are othor
difficulties. Firet there has been very limited expansion of non-
farm eaployment to provide alternative income sources. The only
significant expanding sector has been the growth of local and distriot
adxinistration and that tends to benefit cutsiders rather than local
fare femilies. There has boen no growth in non-agriculturel pro- )
Guction, The growth of jobs in nev commercial activities and touriem,



the only other expanding sectors, has culy deen a small fraction
of the growth of the rural labour force. There are two other
"lealage channels" for excess hill agricultural population, but
both of these have a declining capacity. One is migration to
the Terai., Current survey shovs that there are approxisately
350,000 hao. of cultivatable land left to be exploited in the
Terai. This 1s enough land to settle approximately 933,000 people
or 156,000 families. If all of this was to be made available to
Hill people 1t would account for approximately three years' POPu~
lation grovth only,

luch of the nev land is, hovever, also being settled by land-
less residents of the Terai and by migrants moving north froe Indias,
Overseas service, especially in the British and Indian arcies, has
oade a najor contribution to Hill incomes. The Britieh aroy is
reducing the recruitaent of Nepall "Gurkhas". Other work oppor-
tmitiuinlndhd.oapmtobodoonnhg. Thus alternative
incame sources are olosing off at the same time that the Eill egri-
cultural econcmy is increasingly unable to deal wvith the increasing
population. The prodles is still further confounded by a poor
comunications system and an ineffectual administration. The
possible isprovesents to be expected froe building two trunk roads

in this situation are very amall,

The ties and Road Provision

Oo an a _priori basis it might be argued that roads provide the
opportunities for increasing agricultural inoomes. Previously
‘isolated mountainous areas can have greater socess to more digtant
markets. There are poesibilities for expanded rurel-urben intere

- \')\
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regicoal and international treds, increasing the demand for those
products which the Hills have cosparative advantage in produoing,
Isproved communication could encourage urbaniestion and none
agricultural production which in turn make further desands on
sgriculturel production. Roads might be & major faotor deter-
aining the adoption of new technologies, particularly transport-
intensive ones such as chemical fortilisers, but also thome that
require sainly the communication of ideas. Roads can snoourage
specialisation and commercialisation in agriculture. - It becomes
ecasier to tuy and sell farw inputs and cutputs. Farvers are more
mwumntmmmn.autommnwmm _
mmumrmnmunmumwmmm.
viich in turn depends on improved ocamuziocation. Public services

are made availadle through the road system. The operution of
agricultural adainistration, inoluding extension and research, is

dependent on roads both for saintaining perscnnel and for digtri-
buting services. There are a number of opportunities, such as
the introduction of nev cash orops like tea and pyrethrun, the
development of nev methods of forest and pasture control and the
use of nev inputs, vhere pudlic services of rescarch extension,
the provision of procesaing, marketing and credit facilities sust
accampany any farwe change.

It {s a simple mattor to show a_priori how these opportunities

and factors require a good comsunicaticn system to be effective,
They have, however, had little effect on the Hill regions of Nepal.

The roads have served to snoourege agricultural imports rether than
exports. The adopticn of new technologies has been very limited.

No nev crops have appeared. The Bove tovards inoreasing subsisfence
because of population preesure cutveighs any local commercial
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develoment, and pudlio adainistrative services have been limited
and ineffective. The roads as they stand may be a necessary,
but are clearly not a sufficient, condition for agriculturel
develomment in the Rills. The limited or negative responses are
partly because roads per se do not touch the central probles of
the Hill agriculturel econcmy outlined above, partly because of
the limited nature of the road system, partly decause of the
inadequacies of government and aid programmes and partly because
of the nature of indigenous farw responses.

Building highwvays vill not necessarily open up an area to
agricultural development if a) its comand area has limited
cultivated potentiality, and b) secondary and tertiary cosple-
centary investsents are not provided. The first prodlea is one
of the engineering design of the alignment of the road, which is
critical in the mountainous terrain that typifies the hills of
Nepal. If engineering costs are the prime consideration then the
road, by following waterashed alignments, passing through areas of
lov agriculturel potentiality and using narrov valleys, may not
be optimal for agriculturel development. There is substantial

ovidence that this has happened on the Pokhare-Xathmandu roed where
mjor cultivated areas of lemjung and Gorkha are not benefiting

from the road. The second prodlem is oomcerned vith investoents
in lov cost feeder roads, mule tracks, porter trails, bridges,
markets and institutional support for co-operatives, agricultural
ressarch, extension and credit services, etc. The paucity of such
investaents has restricted productivity hMo even in thoee
areas, ouch as Pokhare Valley and along the aligrment of the-
Pokhare-Bhairehava road in Syangja and Palpa Districts. Thore

is 1little linkage betveen agriculturel and transport plans.



viid

In the fourth Five Year Plan the transportation seotor identifies
four growth axes along the north-south corridor as stimuld to
regional development. The agriculturel sector of the plan doos
ot even acknovledge their existence. Feeder roads are oocngyd -
cucusly adbsent taulomnvntxﬁqd expansion prograames.

The failure of complementary investments have restricted the
potential benefits of the roads to a very limited range of narginal
technical changen which can be adapted by farwers with little
institutional assistance, and to those limited areas of valley
lands through which the road passes. Within these limitations
!iun&dxnlpaunc!unn pot been extensive. Thus the preliminary
findings of the farm surveys shov a maximus of 10X of those farcers
using available nev inputs such as improved seeds and fortilisers
in the very limited areas wvhere these are useful and availabdle
(1.0, cultivatable level land within three to four hours walking
distance from the road). These limited responses suggest a mumber
of interesting hypotheses that will be followed up in later analysis.

There is also a general issue of inadequate indigenoug respmoe
to changing comnditions and opportunities facing Kill farwers. The
repdd build-up of population pressure has led to scoe agrooomic
adjustmsent but not enough to keep pace with desand. Thus there
has been a greater degree of sulti-cropping, particularly the
expansion of a vinter vheat an paddy lands, and an extension of
cultivation into narginal areas. Both of these can lead to long-
run deterioration of produotion potential, because there has been
no advance in conserving and utiliging waste products to arrest the
declining nutrient status of ths eoil, and no change in cultivation
techniques to arrest the negative impact oo s0il structure of multi-
cropping. Vater oontrol is extremely primitive and is not changing

o
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although 1t is critical in determining yields of paddy and irrigated
winter crops. There are mineed opportunities for further intensi-
fication, Thus plant pPopulations are uncontrolled for -iny orope
that are still sown by troedcasting on tiny fields vhich could be
simply line planted. In the Hills of MNepal there is also a procees

of involution, but it g leading to a declining economy,
There are some exceptions to this rather digmal Moture, 1In

the valley areas served by the road there has been a significant
expangion in the growth of winter wheat on Freviously seasonally
ugused paddy lands., Roads have been needod for this because of

the need for new seeds, fertiliser and advice, In one ldcufion,
¥alling in Syangja District, there has been an expansion of comsercial
Sugar cane production for the looal market. This has involved
allocating paddy lands to sugar and has caly been possible because
the road has assured the easy import of food grains from the Terai.
Thus farwers in Yalling can now buy twice as such rice wvith the ooney

earned from sugar as coapared to what they grev previously on the
land pov used for sugar. There io oome, but not conclusive, evidence

of an expansion of ginger production that may de partly du; to the
reduotion in marketing costs provided by the road. The Aifficulty
0f acseesing this is that prices are carrently high and production
bas been reported as high botmthomd-nnmut, vhen inter-
ntimlwionnndnhtgh. n.mmmma.mm
mtottxwuwtomm. hovever, and may well have
m«-mmoummm@m»ymum
inacosesitility of firewood needed for ginger drying,

Nev opportunities that have been xiesed are, hovever, far more
notiocsadle than those taken up. There has been considerable growth
of urbanisation parallel with, mummuammuot,

~v
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the building of the roads. Most noticeable is the expassion of
Polkbare and the development of nev oentres at Valling, Syangja,
Demanli, Dmre and Majuva Xaireni. The nev oonceatrations of
popalation and the catering desands from increased travelling
have led to substantial nev demands for oggs, milk, fresh meat

and vegetadbles. Most of this demand, exoept for milk, has deemn
set from imports from India and the Tepui, and most of the increase
ummmm-z»,mmtmnu. The
limited capacity for Hi1L agriculture to develop is most drematically
illastrated by this failure to meet nev urben desands. There are
struotural prodlems such as the difficulty of irrigating terruced

lands 1in vinter when the rivers are deeply incised cne to two
hundred setres below; the aifficulty of getting access to good

seedy the high costs of animel feedstuffs and the limited supplies
of locally-grown fodder; and the virtual non-existenoce of admini-
strative assistance. There is, bovever, an underlying inflexitdlity
in looal agriculture systems vhich offectively discoureges any
re-allocation of resources from conventional practices. Then
mnttqt“mtmdmhmmyudmby-nng-wtﬁml
demands on reecurces of vhich no further supplies are availadle.
Another missed opportunity is the failure to develop a horti-
cultural industry. The comparative advantages of the Hills in
producing horticultural products has been recognised in a mumber
of plans, The official long-terw agricultural strategy calls for
& specialismtion {n grain production in the Terai, horticulture in
the Hills and animal production in the higher Himalayan areas.
mmmdmonlywmthooxmdmolmnwo-
Guotion by maidng large-ecale sales possidle. It has been carried
mtlwmmﬂuwumudcn&ohwhda@ddmm
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available. There is no sign of expansion. The total volume of
fruit produced and eold bas, in fuot, fallen sinoce the firet roed
was tullt connecting Pokhara to Indla. This is due to tho spread
of greening disease for which treatment is known but not made
availadle. The result of the road has been the ioportation of
fruit to meet urdan demands of the Hills and not the oxpumi_oa
of local production.,

Conditions in the Hille appear to favour the grovth of a
nusber of valuadble comsercial orope, particularly tee, mﬂm-
and spices such as cardamcs. The valse of such crops would far
outweigh the valune of grain which land is currently occupded vith
and their produotiom, if feanible, could transfore the Hill eccnomy,
Very little has been done in the region to test these crops. If
they were to be introduced consideradle investments would be necoessary
in processing and marketing facilities. Such investwents appear
outgide the capacity of Nepali {institutions,

8ome of the reascns for non-response to new opportunities
provided by improved communications have been given. Doxinating
them are two, Firet is the tightness of reecurvce use under curreat
tecimology of the Eill farwing systess. There is little slack in
terms of land, animal-power, local manure and even labour at peak
pariods vhich can be utilised to introduce nev poduction., Inno-
vations cowpete for the ssme reecurces as thoee utilised dy lov
Roduotivity sudbeistence f0od producticn. Farwers vho are olose
to subsistence cutput levels, as the majority are, find it aifficult
to risk jeopardising ocurreat food supplies by trying risky comsercial
aops. This means that the start of development tovards commercial
specialisation must be paralleled . by intensification in food pro-
ﬁwuminmmnlmmmthommﬂum
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enterjrises,  Such inteasifioation 1s omly possible by increasing
the on-fars use of such niv~-farm inputs as imgroved seeds, chemical
fortilisers and insecticides. The purchase of these inputs is in
turn possidle if mare of the cutput is #0ld on the market. Thus
there is the vicious cirole as population pressure makes it
increasingly mcre difficult to sell crops, therefore farwers

cannot introduce commervial produotion.

The seoond dominating faotor is the inatdlity of the agri-
oultural adminigtration to meet farmers' needs. The limited
ousber of feasible improvements available reflects the neglect
of any agricultural research progremme for the Hills of the regiam,
The slov spread of these limited improvesents reflects the dinabdlity
of the extension service to help farwers adopt them, New ocommorcial
opportunities are only feasible with substential government inputse
involving ekilled technical and adainistrative perocunel. These
bave not been made available to the regiom.

The soope for private action is therefore limited to adapting
known improvesents that do not require processing facilities beymmd
the capacities of the individual farwer in order to market the PTO-
ducte. Publioc action appears ismpoesible without a fundasental
change in administrative ethics, objeotives and efficiency, It
would be Utopdan to argue that this is possible wvithout a complete
change in Mepal's politics, The failure of the Hills under current
oonditions towards increesing poverty will be reflected in {ncreesing
intensity and frequency of food shortages. The function of the roads
is then reduced to the distridution of famine relief. Within ten
yoars the grain surplus in the Terai will be less than the deficit
of the Hills., Nepal will change from being a net food orporter to
& major food importer. There is no eign of any export activity tiat
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can develop to pay for this, The long-tera cooeequences of th;
impoverished Hill agriculture not only affect Hill farwers but
also the total Nepali economy. Under these canditions the building
and maintenance of expensive roads beoomes an irrelevant luxury,

The Terai and the Develomment of an Agricultural Surplue

The qualitative differences in agricultural production between
the Hills and the Terai is reflected in the role of each in relaticn
to Nepal's economy, Agriculture is isportant in the Hills because
it is the main source of livelihood for the population with fev
other opportunities. Its role in eocnomic ohange in Nepal has
been passive in the past and ig negative at present. Agricultural
jroduction in the Terai, however, ocontinues to be the dominant o=
duction sector of the Nepalese economy., It is the only base for
even mininal viability and its sustained growth ig essential to
caintain the Nepalese State. There are four critical areas which
1dentify its importance in Nepal's eocnomy, Mret, it is the mly
source of food suppliee that m.omtid to maintain the urbaen
centres, the exploding bureaucrscy, the State forces of the army
and police, and also the extreme food deficit areas of the Hills,
Hthout thess food supplies the State administrative and socurity
apparatus could not function and mase femine would be normal,
8econd, it 18 the major source of foreign exchange earnings which
are in tum essential to maintain a oountry vholly dependent on
inported menufactured goods, Third, 1t is & major source of govorne
nent revenue through the collection of land taxes, forced loans,
excise and export levies, Unlike in the Hills, the cost of adnini-
stration i{n the Torai is conmiderably less than the funds oollected,

vl
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Finally, the Tersi has, up until now, been able to absord
labour from the over-populated Hills where the pressure on culti-
vntable land is three times as great, This abilitv has been
important to relsase both the political and economic pressures
which threaten most of Nepal,.but is a declining facility, Unused
caltivatable land i{s osufficient for only three years' population
incroase. These functions have been critical in determining the
oconamic viability of Kepal's oécne-y. Changes in the Terai's
agriculture are therefore critical in determining the future

direction of the country.
There is no obviocus vay of locating the centrsal problematic
of the mroject's research: the socio~economic effects of road

wovieion in the issues related to the Terai's dovelomment,
Comsunications have been, and continue to be, important in
influencing the growth and distribdution of the Terai's surplus.

It is difficult, hovever, to identify the major historical changes,
ouch as the colonisation of the forest lands, the introdnotion of
paddy trensplanting, the expansicn of winter wheat, the use of
chemical fertilisers and, most recently, the spread of mechanisation
for cultivation and for irrigation, with road development within
Hepal. The cammunications that have been more important as inoen~
tives to development have been thoee that open ocut the Indian market
to the Terai's productian. The Terai's agricultural eocnomy,
therefore, contrests with that of the Hills, In the Hills little
development has tsken place as a result of road provismiom. In

the Terai considerable development has taken place without road
grovision., The latter generelisation needs some alight modification
especially where the nevliy-built roads are opening up forest lands
for further sgriculturul expansion. The role of the nev rosds
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beoomes more isportant in affecting the realisation and the digtri-
bution of the Terai's agricultural surplus than in its produotion,
hwﬁmmmuuwm.nytodutchm
major historical factors determining the Terui's development in
mumumdpthumﬁnmmummot.
The owrent opportunities whiok might be influenced by road movision
m«memuummmmmmmmumn
poesidle future impacts, PFinally, the role of the road in linking
the Terui's development with that of the rest of Nepal is set out.

The role of the Terui as a scurce of £00d and finance to main-
tain the Xepalese State 1is not a recent one. Descriptions made at
mmoruommummymmmwm
made today. The major difference is that the demands of the State
hnomn&dmumrmhnmohmdndﬁttym.
The Terai's surplus has also expanded,

The main factor explaining the expansion of agricultural pro-
duotion in the Terai has been the expansion of the cultivated area
through settlesent rather than through intensification of produoction
or the application of technological imnovation., To eame extent
munm“mmmmunummmmm
cultivatable forest lands are repidly disappearing. HNigration
from the heavily-populated areas both to the nort and south (India)
of the Terai, and settlesent there, i{s zot just a recent phencaencn,
however,

In 1820, after the Privthi Nareyan Shah and his successors had
conquered Hepal and the adjoining Himalayan areas, thus effectively
cantrolling all access trade routes between India and Tibet, an
*ngliah official vas procpted to resark that without the Torel ...
ithe lepalese could never have risen to the greatness vhith they
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have attained ..." (M.C. Regmi 1971,16). Another Briton, Henry
Yelleeloy, who visited Nepal between 1809 and 1819,wrote them ti:at
vhat are today Rupendehi and Kapilavastu Districte were ",.. as
nearly well cultivated as Bihar or Benares..."

After the Anglo-liepalese War (1814-1813), however, Bhimsen
Thapa decided to de-populate the scuthern dorder of lfepal by forced
transportation of its inhabitants to other areas and allowed the
area to return to its naturml malaria-infested jungle stats o0 as
to act as a proteotive btuffer between Nepal and the northern frontier
of India, This policy wvas diooent‘tnuod during the Rana rule (1847~
1951). The Ranas tried to eamcourege emigration to the Terai and
the Inner Tersi by means of land grents. These grants were dis-
trituted to governsent employees, sembers of the nobility and to
other perecns in favour. In 1910, vhen Chandra Shsmsher vas in
power, the governsent established settlesent offices in Biratnagar
(Eastern Terai) and Hetauda (Central Inner Terai) for nev xigranta.
But even "the offer of limitless land" (Elder, 1974, 8) failed to
induce the hill people to settle there, #0 great was their fear
of endexic malaria. 7

In 1956 malaria vas eradicated in the Bapti Valley in the
Chitwan District vith the combined help of USAID and WEO. At the
same tise an all-veather sotoruble road wvas built betveen Hetanda
and Naryangarth, A hm.mbor of migrants from the hill districts
of Xaski, Syangja, Palpa, lemjung, most of them ex-serviceoen, came
and settled in this ares.

In 1962, vith the aid of Imreell experts, sizeadle tracts of
availadble forest land suitadble for comverting into faraland were
marked out by the government in several areas {n Easterm and Wostermn
Terei and in Navalpur in the Inner Terai, and a malaria eradication
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Jrogremie vas put into opsration. The Nepal Punarvas (Resettlement)

Conpany vas established in 1963 and the first poject vas launched in
Nawalpur (Naval-Parasi) District and sodelled on the Moshav-type of
settlement in Isreel. By 1973, 1,435 families had been re-settled
there, Of these families, 785 came from the Eill region in our
otudy area and 109 from the Terai. A further 207 families have
als0 been settled at Ihanewva in the Lumbini Zome.

A landless farmer is allotted a total of 2.6 heotares. FHe
does not have to repay the price of the land until ten years later
vhen he vill secure govermment ovnership of it by official regie-
traticn. An intensive agricultural extension eervice and & co~
operative for financing loans has been provided by the company,
Provision is aleo made for the formation of services such as schools,
health posts and family planning facilities.

The aumber of applications for new land largely exceeds the
available supplies of the project, as it has drawn a large numbor
of landless fanilies into the area, vho have settled neardy in the
expectation of ocoe day being abecrded into the scheme.

Many prospective settlers vho were not accepted into *ie
Punarves and could not afford to buy land, decided to clear and
cultivate the jungle (the foothille and along the river banks).

In spite of official threats, fines, inprisonnent and continuing
harassment by the forest guards, the police and the reaspective
Panchayats, those unauthorised settlers succeeded in building new
hones, opening up nev tracts of farmlands and eotablishing a nev
pattern of life. In many areas the squatters have not been inte-
grated into the official political structure of the Panchayats and
oame into oconflict with the original inhabitants, The majority of
1land cleared illegally has not yet been recorded by the land
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Registration Office, despite repsated requests from the immigrants.
The squatters generally farw less than tvo hectares of land per
faxily but consider themselves to be bLetter off than before.

At the end of the 'sixties, the malaria eredication campaign
vas successfully oompleted. This and the oonstruction of the
Britisb~-built road between Butwal and Gaidakot has attracted
inoreasingly large numbers of landless people into the area in
search of land. The building of the road from 1969 until 1975
bas necessitated the opening up of large areas of Jungle and has
peruitted a quick and relatively easy ocolonisation of land close
to the road, HMany of the migrants found employment in the oon-
struction of the road and chose a suitadle plot of land close to
the road on vhich to settle. Bame of their womenfolk opened up
amall roadside shope where the sale of a fev baxic commoditien,
or food and drink, to the road vorkers and local inhabitants brought
in enough woney with the wages of the menfolk to support their
families., Many women supported their families in this wvay during
the first difficult years while their men were olsaring the forest
and planting the land until the first good harvests were reaped.
The study of the Mahendra Rajmargs afforded an opportunity to
examine the chronological train of events from the clearance of
the jungle to the establishment of new villages and nev weekly
markets,

During the last twenty ysars the major faotor which has
peruitted the opening up of nev settlement areas in the Teral and
Inner Terai has been the eradication of malaria. In Navalpur the
creation of the re-settlemenat schese sponsored by the Nepal Punarvas
Caospany has had a determinant effect. A certain mmber of landless
people vere able to obtain new land, free seeds and ready credit

\\
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wvith the possidility of gradually buying their plots of land after
a ten~year period, After this time they have the right to sell,
subdivide or mortgage their land,

During the last six years, since work began on the East-VWest
Highway, the majority of poor migrants wvho have come in ssarch of
Jobs on the road and nev land have become squatters.

One can assume, therefore, firstly, that the sceme situation
will arise vhen part of the jungle in Rupsndshi and Kapilavastu is
cleared for the construction of the Indian roed betwsen Butwal and
Nepalgunj. Secondly, that in the near future the population
essure will become most evidsat in the Tersei and the Inner Terai,
causing land fragmentation, deforestation and diminution of good
pasture lands. Aredle land will become even more scarce and, as
xigration is undertaken, sore dy necessity than choioce, the
attraction to the Terai and Inner Terai will increase. The
poesidility of industrial development in the nsar future seems
unlikely, and eaployaent in industry can only be expected to be
ginimal for years to oome., Conflict betwveen the various sections
of society, the traditional inhabitants, the legal settlers and the
illegal squatters, between the landovners and the landless, would
seem to be the inevitable ocutcome in the not too distant future.

Ultimately the development of the Terai, if ourrent trends
continue, will be blocked. The surplus it produces is already
repidly dieappearing. In the 19608 an estimated 500,000 tons of
grain vere exported annually, The current estimates are about
200,000 tons. As the Terai fills up, its agricultural production
vill increasingly be adecrded by the sudsistence demands of its own
population. Thue the prodlem of the Hille will be reproduced,

The ecology of the Terai iz less fregile dut there are already signs



of significant yield declines,

The miseed opportunities in the Terai's agriculture are both
a failure to apply nev technology effectively and a failure to
have a greater conoentration on commercial orops that could give
substantially higher returns than the traditional food grain crops
nov grovn. The production of the main non-food crope, sugar, jute,
tobacco and tea, is either stagnant or declining, The role of road
cocemunication in thie situation is relatively small. Roads built
in the Terai allow the marketing of produce throughout the year
rather than just the five dry sonths. Road duilding in forest

arcas has definitely encouraged settlement (mainly illegal) in thea.

Road construction has also provided the income-sarning opportunities
to allow poor migrants to accusulate sufficient capital to start’

their own farming enterprisocs.

The rodlea of missed opportunities has not really been affected

by road building, however. MHore and detter irrigation, the sore
intensive uee of fertilisers and improved seeds, and the growving of
new crope are all needed to ensure further development. There has
been little response. The reasons are not difficult to identify.
There i{s an inadequate agricultural rescearch and administration
progreme, Extension workers do pot understand the reason for
their advice nor is it underpirned by an adequate series of farn
trials, The sain source of technological progress cones froa the
narrov dissemination of ideas aoross the border from India. ‘There
are njor defioclencies in the marketing of both food grains and
other cropas, vhich reduce the incentive to specialise and increase
production. The governmaent's olumsy attesmpts at intervention to

cain a core direct control have created many difficulties. This

\
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reduced incentive encourages the re-investzent outside of agriculture
of the surplus funds still being generated dy it. Huch of these
funds are leaking into India., Even vithin Nepal there are oppor-
tunities in comserce, transport, education and ecuggling vhich do
not encourege a deepening of capital vithin agriculture. Road
develomment only serves to sake these sltermative opportunities

pore attractive. Vithout an expansion and isprovement in comple-
pentary adninistrative and infresstructure inputs, roads vill not
benefit agricultural development.

The roads have opened nev areas for clearing forests. They
could nake the Hills a more attractive market for the M'd
surplus (as compared to India)., This should becose aore isportant
as the Hills' food deficit grows, but it will not become oore
important unless the Hillas' purchasing power r1lso grows. That
ie very unlikely. The roads do allov for easis, transporting of
agriculturel inputs tut these are not very effective without radical
changes in agricultural extension and research.

It is not necessary to be as pessimistic about the Terai as in
the case of the agricultural development of the Hilla, Pressure
on resources is still not o0 great as to prevent their re-allocation
and the aoauuht-ion of productive capacity. The prodlea at present
is to ensure that the current surpluses produced are realised dy
expanding and deepening the msans of production and not diverted to
exchange activities, leaked abroad to India or realised in completely
unproductive ways through saintaining the dureeucracy, the army and
the urban development of Kathsandu, The Terai has to move from the
periphery to the centre of the Nepalese econoaic systea. The State
must serve its ecomoaic needs, not just act to extrsot ite surplus,

The political structure ies therefore the arbiter of what ie going to

happen.
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