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FY 1982 ANNUAL BUDGET SUBMISSION
TABLE I - LONG RANGE PLAN BY APPROPRIATION ACCOUNT ($ Thousands)

Decisien Unit

Development FY 1980 FY 1981 FY 1982 REQUEST* PLANNING PERICD
Assistzzce ‘ EST. EST. MIN®** CURR AARL 1983 1984 1985 1986

agriculture, Rural Dev,
& Matrition ' i
Grants ’ 607 1107 8.8 11.7 1801 2209 25-8 3000 3500

_ Population
Grants 1 09 2e2 1:8 20-1& 2‘6 2.7 4..7 4.8 6-0

Health .
Grants 2.9 3.3 ’ 2.8 306 309 4.0 6-5 7.2 9.0

Education
Grants - . 5 - - .4 ..4 - - -

Selected Dev, activities :
Grants : - - - - - -

SUBTOTAL
FUNCTIONAL ACCOUNTS

Grants 115 17,7 134 7.7 25.0 30.0 37.0 42.0 5040

Other DA :'u;c ocunts

Secupity Sunporting

Agsistance
Grants - - - - - - - -

- “TOTAL DA and SSA 1.5 1707 13.4 17.T 25.0 30,0  37.0  42.0  50.0
TQTAL PERSONNEL

USDH 25#% 29 . 28 29 29 29 29 29 29
FNDH YA 64, 64 64 YA YA 64 6l 64

#The FY 1982 program can not be managed at the personnel planning level prepared by

AID/W. See Table I Narrative. .

*“’Evex/l the minimum package can not be managed at AID/W!'s personne} plaxmix_:g 1e1.{el of
90 (26 USDH and 64 FNDH). & progran that would be manageable without high risk to AID
at the persomnel planning jevel would require that elther project 367-0129 or 367-0135
be dropped from the minimum package or that we stop project planning or CDSS preparatlion.

None of these options is feasible.
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TABLE I NARRATIVE

FY 1982 Program snd DH Planning Level

USAID/Nepal requires a workforce level of 92 at the minimum and 93 (29
USDH and 64 FNDH) at the current and AAPL levels for FY 1982.
Enforcement by AID/W of the proposed workforce (planning level) of 90.
(26 USDH and 64 FNDH) would substantilly reduce USAID/N's ability to
carry out necessary tasks to effectively implement the U.S. assistance
program in Nepal. Risks for AID in project implementation would be
raised too high if USAID/N's projected staffing levels are not met.

USAID/Nepal recently launched three major program initiatives in Nepal
during FY 1980. These initiatives have begun following over three years
of project design and dialogue that have resulted in keen expectations
on the part of the Government and the people of Nepal. The three
initiatives result in USAID commitments to Nepal of nearly $90 million
over the next five vears, close to half the total US assistance to this
country over the last thirty years. Moreover, two of the three projects
are the first stages of initiatives that require the GON's, and
undoubtedly external domors, continued commitment over the next fifteen
to twenty vears in order to have any real hope of achieving the necessary
development goals. The third project, with respect to rural health and
family planning services, may have a slightly shorter horizon -~ perhaps
ten to fifteen years — before the Government's long-term objectives in
this area begin to be realized. We have clearly and decisively entered
into a new phase of US-Nepal economic cooperaticn. In addressing these
three fundamental problems, Nepal has taken bold policy initiatives.

The Nepalese look to us for sustained advice and strong support in these
efforts. We must have the staff to carry out our responsibilities.

USAID/N needs 29 USDH at the current and AAPL. At first glance, this
looks like an increase of 4 over the FY 1980 on-board level, but it is
an actual increase of 2 since 2 USDH-PASA staff are being replaced by
ATD staff. The following shows how the staffing must increase in FY
1982 over FY 1980:

- 2 USDH will be required for the $27 million RCU project.

«— TIn 1980 there are no AID staff assigned to this project.
There are 2 PASA on-board for most of FY 1980 serving as
project officer and assistant project officer.

~— 1 of the PASA's will be replaced by an AID project
officer per an AID/W decision. The other will not be
available after FY 1980.

—— 1 USDE who is an IDI during FY 1980 will convert in
FY 1981 and assume functions of assistant project
officer for RCU.
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- 1 additional USDH is required for implementation of the RAD
($26.7 million) project. This person will concentrate on
education and training, responding in part to concerns raised
by AID/W in the FY 1982 CDSS review cable (State 71482).

= 1 additional USDH is required to increase ocur IDI trainees
from 1 to 2, : .

In addition to sector office Increases, support office staff will need
to be maintained at the FY 1980 level. This is because the implementa-
tion load expands substantially from FY 1981 through FY 1985 and staff
offices play vital roles in implementation support of sector offices.
Annual project amounts in each sector are scheduled to increase faster
than inflation. Worklead will increase concurrently. The only reason
there is ne major increase in overall staff to handle the increase in
workload is because (1) the decline in planning workload permits shift
of personnel assigmnments to beef up implementation and (2) two USDH
staff positions have been replaced during FY 80 by assistant project
officer positions. Also the 1979 RIF of INDH employees was used to
regstructure the FNDH staff around the skills required to implement
USAID/Nepal's "new direction" portfolic. Thus USAID/Nepal has prepared
itself to manage effectively a monetarily larger but numerically smaller
project portfolio.

Nepal is one of Asia's few Least Developed Countries., In Nepal's
situation a personmel-intensive approach is essential for AID. This is
because:

- Nepal's need for sustained advice and strong support requires
many U.S. contract experts and a substantial number of USDH
project officers plus supporting staff officers.

- Most AID-supported projects, and all of the new ones, are being
undartaken in remote locations, requiring much time getting there,
moving about on foot in the areas and returning to Kathmandu.

-~ Major projects are multi-faceted, requiring a great deal of close
coordination between many actors, both in Kathmandu and in the
field. We must have enough USDH to permit concurrent USAID/N
implementation activities in both places.

= Good GON project managers are few and need reinforcement at all
levels. In Nepal USDH employees serve as experts and advisors
as well as project/contractor monitors. They work more like
traditional USDH technicians of half a generation ago than like
today's preferred model in AID. Without this dual role of
advisor/monitor, projects will fail in Nepal.
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DH Personnel Requirements Bevond FY 1982

USAID/N has projected a continuing level of 93 (29 USDH and 64 FNDH)
through the out years, FY 1983-1986, even though the program is
projected to double (in current dollars) from an annual level of $25
million in FY 1982 to $50 million in FY 1986. This projected work—
force level is possible only because of the effects of (1) the shift
of the perponderance of staff attention from plamming to implementa-
tion noted above, and (2) the efficiency measures spelled out in the
FY 1982 CDsS.

USAID/Nepal has moved decisively to reduce the number of projects and
te focus those fewer, larger projects more sharply on specific
objectives within a limited number of sectors. This re-direction was
largely completed during FY 1980, with a sharp drop in the number of
high management intensity projects. As was pointed out in the CDSS,
there will be a lag of one or two years before the last expenditures
take place for several largely completed ~- low management intensity —-
projects. TFollowing that, there will be a drastic reduction in the
overall number of on-going USAID/Nepal projects.

In addition, USAID/Nepal has strengthened links with intermediaries
such as Peace Corps and private voluntary agencies (PVOs). Cooperation
with Peace Corps is at an all-time high in Nepal. 'Peace Corps involve-
ment in Nepal is currently more broadly dispersed over a larger number
of sectors than are USAID programs. In this way, the Peace Corps
efforts are supplementary to ours. In many efforts, also, Peace Corps
programs parallel ours. In these cases the programs are complementary,
with the Peace Corps providing volunteers to specifically assist the
Government in several USAID-supported projects.

With respect to PV0s, USAID is working with an increasing number of
PVOs through OPGs and plams to expand this cooperation through a new
Co-Financing project expected to begin during FY 1982.

Another "efficiency" measure which USAID/Nepal expects to explore more
fully during coming months is that of joint financing with multi-lateral
or other bi-lateral domors. To date, the concept has only been discussed
in a preliminary way with a few multi-lateral and bi-lateral donors
operating in Nepal.
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Decision Unit - 367 Nepal
Decision Package - Minimum

DECISION PACKAGE NARRATIVE

USAID/Nepal's long range goal is to help the Govermment of Nepal give
special attention to the development problems of the previously bypassed
population in the Middle Hills of the country. In order to do this ocur
overall strategy focuses on three broad sectors: health/family planning,
natural resocurce management, and rural area development. In addition, an
underlying assumption of our strategy is that problems of rapid populaticn
growth cut across the three sectors of focus. Our minimum package addresses
the basic elements of the three sectors, while giving appropriate weight

to overriding population growth problems. The inputs in this package are
such that USAID/Nepal believes that any further reduction would result

in a program that would not effectively help to achieve the long range

goal as articulated in the Country Development Strategy Statement. The
minimum package does not completely abandon any of the objectives set

forth in the CDSS. It does, however, severely curtail AID's efforts to
achieve several important objectives. At this level we will fail to make
a meaningful impact on improving village health, increasing per capita
food production, increasing employment opportunities, and labor
productivity., Nor would this level of funding have the desired impact

on curtailing the process of environmental degradation in Nepal. Moreover,
this fallure to make a significant impact on important development problems
the country faces, would come at a key moment in Nepal's history when it

is undergoing fundamental political evolution that will determine how it
will deal with development and other issues in the future. '

With the launching of three major projects, one in each of the three
sectors we are addressing, USAID/Nepal has entered full force into the
strategy set forth in the CDSS. Having recently begun implementation of
these projects (Integrated Rural Health and Family Planning Services -
367-0135, Resource Conservation and Utilization - 367-0132, and Rural
Area Development Rapati Zone -~ 367-0129) USAID/N remains confident that
implementation will proceed as described in the Project Papers for the
projects, if funds are available. One cardinal principle we have adopted
is that we should complete all projects that we have begun, assuming that
progress is reasonably according tc plan.

We have developed a tightly woven minimum package by assuming painful
delay of certain elements of two of the new projects until 1983. We also
assume continuing implementation of ongeing projects that form the rest
of the minimum package. There are, of course, costs to this approach.
The costs are political, developmental and financial, On the political
side, this level of funding would project a negative signal of the USG
view of Nepal, despite the process of orderly change that is underway in
this country. One goal of U.S. assistanee in this region is to help
countries like Nepal to maintain stability while pursuing development
during times of turbulence such as those being experienced in South West
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Asia today. This funding package is inconsistent with that goal.
Developmentally, several new initatives would be slowed down, which
would add to the already heavy burden of development problems that

must be addressed in the next five or so years if Nepal is ever to control
its economic development process. For example, at this level we would
not be able to honor our important commitment to undertake a
comprehensive joint review at the end of the third year of the Resource
Conservation and Utilization project (367-0132) with an eye toward
expansion; progress in this crucial area simply would not have progressed
far enough. Moreover, key elements of the Integrated Rural Health/Family
Planning Services project (367-0135) would be delayed by a minimum of

one year which would result, inter alia, in slowing the delivery of
health and family planning services to villages. Financially, minimum
package level funding would have the effect of stretching out
implementation by a year or two leading to increased costs over the life
of two major projects, costs which Nepal and AID can 111 afford.

The CDSS concluded that addressing the rapid population growth problems is
central to USAID/Nepal's development assistance strategy in Nepal. The
objective of our efforts is to decrease population growth. A key element
of the minimum package in addressing this problem ig the Population Policy
Development Project (367~0130) which focuses on reducing Nepal's population
growth rate through its assistance to GON efforts to emergize all
government actions which impact upon the determinants of fertility. The
project supports the Population -Commission, recently revitalized with the
Prime Minister as Chairman, as the prime entity within Government to inject
the project's research findings into the decision-making process that will
result in new laws, policies and programs that can impact on population
growth. No FY 1982 funding is required.

Health and Family Plapning

The Integrated Rural Health/Family Planning Services project (367-0135) was
designed to continue the population/family planning activities begun
several years age. It not only addresses the objective of decreasing
population growth, but it alsc seeks to improve village health and
curtail malaria. While project 367-0135 continues to emphasize the
development of more efficient administrative, managerial and supervisory
capabilities within the Ministry of Health, its basic thrust is to expand
the provision of family planning and MCH services and to integrate them
into an effective basic health services delivery system. The project
specifically addresses the need to increase village level coverage of
bagic health and FP services and supplies and to increase district level
coverage of surgical family planning services, which have a high
probability of significantly reducing fertility and improving health.

At the minimum funding level the objective of improving village health
will be seriously delayed because the supply of medicines and health
post construction will have to be put off.

Natural Resource Management

Continuing pressure from rapid population growth upsets the highly delicate
and vulnerable balance between the agricultural economy and the physical
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environment. The increasing population forces marginal land into
production and contributes to over-utilization of forest and pasture
land. The result has been removal of ground cover over large areas
of Nepal, which has led to accelerated soil erosion and sedimentation
that has damaged land under production and degraded water catchment
areas. While natural phenomena account for many changes in river
flows, erosion and landslides of the geclogically young and unstable -
soils of Nepal's hills and mountains are occurring at am accelerating
pace due to human and animal pressures on the land.,

Through the Resource Comservation and Utilization project (367-0132),
USAID/N will assist the Government in the protection and restoration

of the soil, water and plant base upon which the rural population is
almost totally dependent. A key element of this project is to
strengthen the Government's and local commumities' abilities to
coordinate and mount resource conservation programs in rural areas.

With this objective in mind, the project will train a cadre of
Governmental personnel and help to develop an Institute of Renewable:
Natural Resources in order to train more Nepalis in resource conservation
and utilization. It 1s exceedingly important that funding be available
so that this project can proceed as planmed. AID and US Government
credibility are at stake in this regard since we have agreed to review
this project after the third year of implementation to determine if its
scope should be expanded to its original design. In fact, during review
of the original Project Paper, AID/W made a commitment to the GON to
fully support the project through the initial three years of implementa-
tion. The GON, in anticipation of the review, is determined to succeed
and there would be widespread repercussions as a result of any slowing
of planning implementatiom, which would be required at this funding
level.

Alsc included in the minimum decision package 1s the Agriculture Resource
Inventory project (367-0134). Nepal's rough terrain makes it expensive
and slow to determine with accuracy from ground investigations alcne
information regarding the country's agricultural and natural resources
and conditions under which these resources might be most effectively
utilized. Establishment of a Remote Semsing Center (RSC) in Nepal,
through this project, will permit the use of LANDSAT satellite imagery,
aerial photography and other remote sensing tecimiques combined with
on-aite investigation to accurately and rapidly determipe the quantity,
location, conditions, and possible uses of Nepal's agricultural and
natural resources. No FY 1982 funding is required.

Rural] Area Development (Emphasis on Food Production)

The third and final sector of the Mission's strategy, also addressed in
this minimum package, is rural area development. The burden of
population pressure on the productivity of physical and human rescurces
has not only furthered a decline in per capita food availability but has
also led to a severe strain both on national delivery systems and on the



capacity of village and district governments and other local groups to
deal with development efforts in a period of rapidly increasing local
expectations. A rural area development approach is important because
(1) the isclated nature of many districts in Nepal makes it extremely
difficult to provide effective direction from the capital, and (2) the
fragmented nature of the country's economy requires that under-
development and low consumption problems be addressed concurrently

by local efforts in a number of sectors in order to increase production,
marketing and employment and to meet other basic human needs.

The Rural Area Development - Rapati Zome project (367-0129), the most
comprehensive element in this sector supports a balanced regiomal
development scheme in a five-district area in the Far Western Development
region of Nepal. This project is consistent with the Government's
strategy to support large area-specific rural development projects in
poor and primarily hill regions of Nepal. The three primary objectives
of this project are:

1. to improve food production and consumption quantitatively and
qualitatively by households in the zome;

2. to improve and increase income generating opportunities within the
zone which are accessible to poor farmers, landless laborers,
occupational castes, and women; and

3. to strengthen the capacity of panchayats and other loecal
organizations to plan, implement and sustain local development
efforts. .

This project also depends upon previously mentioned USAID/N - assisted
development efforts, in remewable resource management (367-0132),
village health improvement (367-0135) and population growth reduction
(367-0135), plus seed production and storage (367-0118) mentioned below
and the Integrated Cereals project completed in FY 1981. Because of
the political and developmental prominence of this project, all of the
objectives mist be dealt with under the minimum decision package.
Bowever, although risky for the U.S. - the credibility question again -
it may be possible to delay activities by an across-the-board implemen-
tation slow-down during FY 1982, However, key elements of the project
would be left out completely. Among the elements that would not be
available are technology improvement, agricultural production increase
activities, and credit inputs.

With regard to USAID/Nepal efforts to assist Government to improve
agricultural production technologies for the major food grains (comm,
rice, and wheat) and to begin to effectively transfer the improved
technologies to Nepalese farmers, earlier projects have broken new
ground and provided a strong base for follow-up activities that are
part of our minimum package. The Seed Production and Input Storage
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project (367-0118) is one example. Intrinsic to the success of the
Government's agricultural development strategy is provision of high
quality seeds and other inputs, especially to farms in the highly
populated hill region. Project 367-0118 1s assisting the Government,
through the Agricultural Inputs Corporation, to establish district
seed houses and warehouses for distribution of improved varieties of
seed and other production inputs. Also, assistance is being provided.
to commmities to Improve local storage facilitiles for seed and other
inputs. No FY 1982 funding is required.

USAID/N has also included the Imstitute of Agriculture and Animal
Sciences (IAAS) project in the minimum package., USAID has abandoned
the idea of providing additiomal funding for construction of campus
facilities at IAAS, preferring to leave this to other interested
donors. However, the commitment USAID made In 1974 to assist
Government in meeting manpower and skill shortages in the agriculture
field mugt remain firm., The minimum package, therefoye, would continue
support to training and advisory services. This element of the project
is largely on schedule. No FY 1982 funding is required.

The rural area development compoment of the minimum package also
includes the Trail Suspension Bridges project (367-0119), an effort to
agsgist the Government to improve transportation networks in remote
areas. The bridges provide villagers with access to seeds and other

. technology, health and family planning services, off-farm employment
‘opportunities, and increased contact and trade where frequent outside
contact has been severely limited. No FY 1982 funding is required.

The minimm decision package includes one wvaluable project which falls
completely outside our CDSS strategy. It is the Radioc Fducation Teacher
Training project (367-0123). In accordance with our policy of completing
projeets already committed under different (earlier) strategy guidance,
USAID/N believes this project should be included in the minimum package.
No FY 1982 funding is required.

The minimum decision package would emable USAID/N to focus on a core of
ongoing projects. The projects address each of the critical sectors of
health/family planning, natural resource management, and rural area
development. These three sectors and the interwoven pressures of rapid
population growth must all be addressed in order to maintain a viable
U.S. contribution in terms of the goals set forth in the CDSS. However, as
pointed out above, several important objectives addressed in the CDSS are
going to be seriously delayed at this funding level., Given that this
level of funding would c¢reate political problems by moving much more
slowly than we have agreed, involve a high development cost to Nepal by
stretching out project implementation, and not make a significant impact
on important development objectives we set in the CDSS, it is clearly an
unacceptable level.
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Decision Unit - 367 Nepal
Decision Package - Current

DECISION PACKAGE NARRATIVE

The current level decision package would permit USAID/Nepal to broaden
the scope of the three new initiatives in sectors in which we are
focusing and to initiate a vital follow-on agriculture activity. At
the minimum level the three major projects begun in FY 1980 must be
curtailed. At the current level these constraints would be removed

gso that implementation could proceed as recently approved -~ after a
long project design period - by AID/W. '

Health Delivery Systems

In the case of the Integrated Rural Health/Family Planning Services
Project (367-0135), the current decision package would allow the
project to proceed as plamned in the Project Paper. Construction of
rural health centers, health posts, regional warehouses, and
rehabilitation of existing facilities would be undertaken, whereas, at
the minimum funding level no construction would be possible. As
originally envisioned, construction work is scheduled to be completed
in mid-1985, thus allowing orderly phasing as other elements of the
project are implemented. Delay of this element would certainly, stretch
implementation of the project by at least a year. It would also throw
out of phase the various elements of the rural health operations which
would mean slowing down ultimate delivery of rural health and family
planning services. Faillure to begin the comstruction activities as
plammed at the current level would invariably result in price
escalation when the activities were finmally started.

The current level decision package also would permit funding of the
contractor through December 1983 which would fall scme nine months after
scheduled completion of the first USAID evaluation of the project. Thus,
as scheduled in the Project Paper, funding through 1983 would permit
orderly actions on evaluation findings prior to making further
commitments to the contractor.

Also, within the current decision package, procurement of malaria
insecticides, not possible at the minimum level, would be restored. This
is an extremely important element of the project in that Nepal -- alone
in the South Asia Region -- has been able to contain to a trickle
resurgence of malaria over the last several years while neighboring
countries have experienced rapid increases in incidence of the disease.
At the current level, the malaria component of project 367-0135, which
ensures that adequate supplies of malaria insecticides are available to
maintain the advantage Nepal has earmed over the years, would be carried
out as contemplated in the Project Paper. At the minimum level, adequate
supplies would not be available.
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Participant training and provision of short-term contractors, both
important to ensure the Ministry of Health's ability to effectively
bring under integrated management all health and family planning
gervices, would be resumed within the current decision package. This
is a particularly important element of the project in that the
participants who would be funded under this package ara expected to
serve as the key central and district administrative staff for the .
project once the contractor's work is completed. Also, the short-
term consultants in this package would be expected to train additional
local staff in health education, health planning and evaluation, and
in administration of family planning activities. .

Natural Resource Management

At the current level decision package, USAID/N would be able to

restore to full force the elements of the Resource Conservation and
Utilization project that would have to be delayed at the minimum level.
These include initiatives that are crucial to the timely and successful
implementation of the undertaking in five of the six major components
of the project. In effect, a reduction of U.S. inputs would risk an
"unraveling” of closely kmit inter-agency agreements if the U.S.
"reneges" on its commitment to support the project at the agreed level.
Morale would drop, the current level of enthusiasm for the project would
decline, and many of the GON's best people - now committed to work omn
‘this project - might be reassigned to other priorities. Thus, '
restoration of planned inputs, possible at this funding level, is
esgential. ' '

First, within the current decision package, a key element of the
institution building focus of the project could be restored by continuing
to provide five technical experts to assist with development of an
Institute of Remewable Natural Resources. At the current funding level
the five long~term experts (Curriculum Development, Soil Engineer,
Scil/Water Conservationist, Silviculturist, and Economist would be
available to provide assistance at the Pokhara and BEetauda campuses
which will eventually become a part of the new Institute. The presence
of these experts would permit adherance to the original schedule of
providing the in-country training that will serve as the basis for
preparing the Institute to assume its full training role.

Also, with regard to the forest management component of the RCU project,
construction of buildings to house and provide office space for field

staff could be undertaken as planned. The construction would support

and speed development of new categories of forests mandated by the

National Forestry Plan of 1976 which calls for the development of new
forests as well as the scientiflic management of existing ones. The

early construction of housing and office facilities for field staff will
support the decentralization of sub-project decision making and programming
resulting in a more rapid involvement of local people in project
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activities. It will allow trained foresters, soil and water .
conservationists, agriculturists, livestock specialists and other
professionals to be hased in the local communities where their
expertise is most crucially needed.

The range management component of the project would also be restored

to full funding at this level. Livestock is an important comntributor-
to the economy of rural Nepal. Animal husbandry is therefore an
important part of the comprehensive and balanced approach taken by this
project. Balance of feed supplies with the number of animals must be
taken into account. In order to maintain a healthy animal population,
feeding and breeding practices, regular disease control programs, and
introduction of new and improved stock must be undertaken. This
important element of overall range management is restored in the
current decision package.

Agricultural improvement would be undertaken as a part of the RCU
project within the curvent decision package. Both of the initial
catchment areas are food deficit. To address this problem and enhance
the expected impact in the catchment areas, the project envisions
applying agronomic and horticultural improvements, as well as support
for repair and upgrading of existing irrigation systems in the project
area. This component would be restored to the project in the current
decision package.

The final component of the RCU project that would be enhanced at this
level of funding is watershed management. Construction of pipelines to
deliver commmity water supplies would compensate in part for
diminishing water availabilities caused by rapidly disappearing
vegetation and pressures of the expanding human and animal population.
Also in the area of watershed management, development of fisheries as a
source of food would be undertaken. The establishment of fisheries would
include construction of a fish hatchery to ensure adequate suitable
gatocks,

Restoration of these five RCU compoments to full force, as envisioned in
the Project Paper, would provide the inputs to make a strong impact on
addressing the many diverse problems that adversely affect Nepal's
environment. At this level of funding, the project would have a
reagsonable chance, as called for in our CDSS, of beginning to curtail
the process of environmental degradationm.

Rural Area Development

At the current level decision package, USAID/N would be able to restore
the Rural Area Development Project (367-0129) to full force. Within
this funding package, each of the five project clusters (farming systems,
rural works and constructicn, roads, remewable resource management, and
local institutional development) would proceed according tec the pace set
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forth in the Project Paper. In order to maintain the level of local
participation envisioned, the project must be able to convince pecple
in the Rapati Zome that with AID's material help, they can make a
quantum jump in progress. In order to so convince people who have been
congigtently bypassed for years by the development process that the
project will bring more than rhetoric and is indeed worth their serious
involvement, it is important that project inputs be in and continue to
move-.into the project area on schedule. The effect will be two-fold:
(1) it will help to demonstrate to rural people in Rapati that

progress can take place under the project, and (2) provide a fast
response capability so that local participation efforts can be quickiy
mobilized and not lose momentum.

A new follow-on project that is essential to increase food preoduction
is the Hill Agriculture Production Systems project (367-0137). This
project will focus primarily on utilizing a farming systems approach -~
based largely on the cropping systems work conducted under earlier
USAID projects -— to increase food production and improve consumption
patterns in two hill districts. It will continue essential support to
research on farming systems and related food grains. At the reduced
level in the current package, this project will only maintain the
momentum of past projects in developing better hill agriculture
technology. It will not impact importantly on actually raising

per capita food production, nor will it ‘have direct impact on
increasing either employment opportunities or labor productivity.

The current decision package would permit USAID/N to pursue
vigorously, at the funding levels already approved by AID/W, the three
major prejects just begun in ocur three key strategy areas. It would
also include modest funding to continue vital hill agriculture
research. It would not, however, adequately support the CDSS goals of
increasing per capita food production and consumption or of increasing
employment opportunities and labor productivity.
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Decision Unit - 367 Nepal
Decision Package -~ AAPL

DECISION PACKAGE NARRATIVE

At the AAPL level, USAID/Nepal will be able to make a reasopmable impact
on the goals set forth in the CDSS. It should be pointed out, however,
that even this level does not represent, In our view, an optimm funding
level. In the CDSS, the mission put forth an analysis which was then
related to optimum funding levels to achieve the objectives described.
The AAPL represents a 227 overall reduction below levels the mission

set forth in that document and which we believe to offer optimum impact
given existing and projected persomnel constraints.

Within the AAPL decision package, the Hill Agriculture Production Systems
project (367-0137) would be funded so as to be more than just a holding
operation, which it would be at the current level. Also, three new
activities, Rural Credit (367-0143), General Training and Consulting
Services (367-0142) and PVO Co-Financing (367-0144) would be initiated.
The results at this funding level would be a wnified, comprehensive
approach to addressing the six objectives in three sectors outlined in
the Mission's CDSS. We believe that such an approach, possible only

at the AAPL, is central to the development process in which Nepal is
engaged. . .

It is important to note that the program which will be undertaken at
this funding level does not represent new directions for USAID/N, nor
are there implications of increased persomnel requirements to implement
the program effectively. As pointed out in the Table I Narrative,
personnel requirements at the current and AAPL levels are the same.

While at the current funding level the Hill Agriculture Production
Systems project (367-0137) merely maintains the momentum of technology
research begun under earlier projects, the project will make a
significant impact on increased food production within the AAPL decision
package. It also will impact favorably on increasing employment
opportunities and on labor productivity. In addition to support for
the national research/extension network, the project will initiate
district operations and focus on production sub-centers throughout the
project area. The introduction and instruction in use of intensified
cropping patterns, inter-cropping techniques, use of improved seed
varieties and efficient use of fertilizers (organic and chemical) will
be provided at the panchayat and production sub-center levels, directly
to the farmer. The main thrust of the project in this decision package
will be to bring to bear at the district and local level the required
inputs (including credit, irrigation, technical assistance, and
commodities ) to increase cereal crop yields and to invelve small
farmers in the establishment of research objectives and priorities. At
the current level, the focus of the project could be little more than a
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holding operation at the national level with minimal attention to
strengthening the district mechanism for mounting production

campaigns at some point beyond FY 1982. Within this decision package,
USAID/N's long-standing assistance to the GON in the agriculture field
will move forward progressively from research to production in the
middle hills without break and at a time when this step is critically
needed.

The AAPL decision package will also include initiation of a new Rural
Credit project (367-0143). Recent studies show that less than 25% of
total rural credit requirements are being met from modern institutiomal
credit sources. The remainder comes primerily from private money

lenders at high, often exorbitant, rates. Many of these farmers,
through formal surveys, have expressed a desire for government

agsistance with credit, particularly with respect to livestock. Although
some farmers have received loans through the Agricultural Development
Bank (ADB/N), this assistance has been insufficient to meet present
demand. This project will help to alleviate the lack of rural credit

in selected areas of the country. Much of the credit made available will
be channeled through small farmer groups that offer group liability in
lieu of normal collateral.

One area of focus will be the Rapati Zonme so as to complement the efforts
of the integrated rural development project (367-0129) in that area.
These funds will be used as investment capital for small rural

industries - e.g. oil extraction, livestock product processing, and other
cottage Industries. Also, funds will cover the costs of purchasing
livestock, seed, fertilizers, farm implements, pesticides, and costs
associated with operating either rural industries or small farms. In
addition to the Rapati Zone, the project areas of the Resource
Conservation and Utilization project (367-0137) will be specifically
covered. The impact of each of these project will be greatly enhanced
by the availlability of a reliable and accessible source of credit in
their project areas. Other middle hill areas may also be selected.

The third component of the AAPL level package is a new project, General
Training and Consulting Services (367-0142). This project will greatly
increase the USAID's flexibility to support the three broad development
sectors being addressed under the CDSS strategy when provision is not
specifically made in other projects for special types of training or
consultants, This project will provide funding for short-term and
long-term training, short-term comsultants and other training aund/or
consultative sessions that support the USAID's overall strategy, but for
which funding will not otherwise be available. The project will

improve Government's ability to manage and administer development
projects that fall within USAID strategy guidance.

The final component of the AAPL decision package is a PV0 Co-financing
project (367-0144). Several PVOs are working in Nepal or have expressed
an interest in ipitilating programs in the areas of focus of USAID/Nepal's
programs. We recognize that PVOs can make effective delivery of inputs



to the rural poor where other donors, often including USATD, find it
difficult or impossible to operate. The Co-Financing project is an
effort to strengthen private voluntary programs in Nepal and to

provide a mechanism for funding such programs where they are consistent
with USAID's development strategy. From our experience with PV0s in
Nepal we are convinced of the utility in Nepal of PVO - administered
activities that (1) generate important practical knowledge that feeds.
into and improves more comprehensive USAID projects or (2) provide
sexvices in the rural areas at a level and with an intemsity that
USAID can not. The Co-Financing project will expand such PV0O activities
in Nepal.

Within the AAPL decision package, USAID/Nepal believes that comsiderable
impact will be made oh our objectives to assist Nepal in its development
efforts. It camnot be overstated, however, that the program at this
funding level is well below what we believe would be an optimum package,
given our current management capabilities, the receptivity and readiness
of the Government to participate in implementing USAID assisted projects
and the development needs and expectations of the Nepalese people.
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Decision Unit - 367 Hepal

USAID/N does not currently envision a P.L, 480 Title I program or the
use of P.L. 480 Title III ccmmodities.

all P,L, 480 Title II activities in Nepal are administered by the World
Food Program, USaID/N does not anticipate any change in the administra-
ticn of P.L. 480 Title II commodities in the immediate futurs.
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