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Project Authorization

Country : Nepal
Project : Rapti Development Project~
Number ¢ 367-0155

Pursuant to Sec*ion 103 -of the Foreign ASsistdnééEActﬂofAISGI.‘as
amended (the :"Act"),'I herehy authorize the Rapti Develdpment '
Project (the :"Project") fon-Nepalféthev"Cooperating‘Country")'.[
involving planned obligations of not ‘to :exceed-eighteen million"
eight hundred thousand U.S. dollars ($18,800,000) in grant funds
over-anweightdggriodafrom the:date-of=authorlzation¢?subject to
the availability of .funds in accardance with the A.I.D.: . -
OYB/allotment'processinto~helpvin financing-foreign‘exchanqe and
local currency costs~forrthe’Projéctaz-The"plannedtlife'of‘the"
Project is approximately eight and one half vyears from the date
of initial obligation -until July- 31; -1995,

The project purpose is to increase agricultural and forestry
production throughwlocal:capacity~buildinq.-'The'Proﬂect will be
implemented in.the Rapti Zone by the-Ministry of Agriculture,
Ministry of Forests and -S50il -Conservation, and Ministry of -
Panchayat and Local Development.

Grant funds will finance~long-terme.S.“technical-assistance;
short-term and-local technicalwassistance; degree and technical
training; vehieles-and-ecuipmentrdlocal»curréﬁcy for development
programs; and other Project costs.

The Project Agreement(s) which may be negotiated and executed by
the Officer(s) to whom such authority is delegated in accordance
with A.I.D. Regulations and,:-Delegations of  Authority shall be
subject to the following essential terms and covenants and major
conditions, together with such-other-itemS'anﬁfdonditionS'as
A.I.D. mav deem appropriate:

A. Source and :Origin of CommoditieSy=Nationalityﬁof,Services

RRPTRS

i

Commodities financed by A.I.D. under the Project shall have their
source and origin in Nepal or in countries included in A.I.D.
Geographic Code - 941, except as~A;J;D;'mayfotherwise'agree in
writing. Except..for -ocean shipping;._ the suppliers of commodities
or. services shall ‘have Nepal or countries .included in A.I.D.
Geographic Code 941 as their place of nationalitv, except as
A.I.D. may otherwise agree in writing. Ocean shipping
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financed by A.I.D. under the Proiject shall, excent as A.I.D. may
otherwise agree in writing, he financed onlv on flag vessels of
Nepal or Code 541 countries.

BE. Conditions Precedent +o Disbursement

Prior to the first dishkursement under the Grant, or to the
issuance bv A.I.D. of documentation pursuant to which
.dishursemert will he made for .anyv project activities other than
technical assistance and training, HMG/N will, except 'as the"
Parties may otherwise-agree in writing, furnish to A.I.D. in
form and substance satisfactory to A.I.D.:

(a) a statemen+ of the name(s) .of the personits;) holding or
acting in the office of HMG/N specified in Section 8.3., and of
any additional representatives. together with a specimen
signature of each person specified in such statement;

]

(b) cdocumentation demonstrating the designation of the
Project Coordinator; and

{c) Jdocumentation demonstrating the designation of liaison
representatives from -MOF. NPC, MOA, and MFSC and with authority
to review progress and approve annual programs.

Cther conditions to specific disbursements mav also be reauired
hy A.I.D. under the Grant .Agreement or subseocuent Grant
Agreement Amendments. A list of additional disbursement -
conditions is provided in Section VII.B. of the Project Paper:

C. Covenants
Except as the Partleq may ofherw1sp aaree 1p writing, HMG/N will:

(a) provide f1nanc1al and other contrikutions on a timely
basis durinag the Project according to mutuallv aareed annual
programs and budgets;

(b} assign oualified personnel to necessarv positions to
implement the Proiject on schedule, and normally retain assianed
personnel in their posts for a minimum of two vears;

(c) continuously fill the Project Coordinator position,
coverned by mutually aareed upon terms of reference, and provide
necessary staff for the Proiect Coordluator s Office during the
life of the Proiject;

J
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D. Waivers

A wvaiver of the requirement that the Cooperating
Country contribute 25% of the cost of the Project is
hereby approved pursuant to sections 110(a) and :124 (@)
of the Foreign Assistance Act of 1961, as amended, on
the basis that the Cooperating Country is a relatively
least developed country and that financial constraints
may prouibit the Cooperating Country from fully meeting
this requirement.

A waiver of source and origin from Code 941 to Code 935
is approved in the amount not to exceed $100,000 for
small value items that have a unit price not exceeding
$5,000. See Annex F for ful} description. The Mission
Director certifies that the exclusion of procurement
from Free World Countries (Code 935) other than the
Cooperating Country and countries included in Code 941
would seriously impede the attainment of U.S. foreign
policy objectives and the objectives of the Foreign
Assistance Program. The waiver is approved pursuant to
Redelegation of Authority 652 and to Handbook 1B,
Section 5.B.4.z.(7).

Signature:

Q- 021200

Davié M« Wilson
Mission Director

Date: & U /96"Z

Clearances:

RLA :SAllen (draft)
RD :CDhutto (draft)
ARC :CHash (draft)
PDIS:DClark (draft)
EXO :WWanamaker (draft)
F¥ :RDropik (draft)
PRM :GLewis (drafv)
DD :WSRhodes WG (-
9

Y

RD :BASY

fler /CADUtto: rkt 102 /312 /87 :RDPAGMNT(C )
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I. EXECUTIVE SUMMARY

The Rapti Development Project (RDP) is designed to assist the
Government of Mepal (GON) increase agricultural and forestry
production in the Rapti Zcnz. This will be accomplished by~ -
improving production technology transfer through GON district
line agencies and through strengthened local farmer
organizations and private sector ser-ice delivery.

The RDP continues and refocuses in a few productive sectors

- assistance that A.I.D. has been providing in the Rapti Zone
since 1980 under the Rural Arec Development: Rapti Zone
"Project. This Phase I Rapti Prodect helped to establish the:
infraStructural and institutional base that the RDP will use to-
achieve important production gains during the eight-year life of
project. The Project will include four major components: 1)
agricultural production, 2) forestry production and natural
resource management, 3) local group and private enterprise
development, and 4) district institutional development. The
overall technical strategy of the Project is to increase the
diffusion and adoption in the Zone of the most successful
production technnlogies as demonstrated in previous trials and
by experience with the Phase I Rapti Project. RDP is thus
directly complementary to many USAID and other donor projects
that are developing these nore productive technologies and
methodologies. Furthermore, RDF will contribute to further
refining the outputs of such national level programs so that
they better meet needs at the local ievel through improved
delivery systems.

Total project cost is estimated 2% 27.4 million U.S. Dollars.

An A.I.D. bilateral grant of $18.8 million will provide 69
percent of the total cost, and the GON wiil provide the local
currency equivalent of $8.6 million (21 percent .of the total)
through its district development budgets and in-kind T
contributions. A.I.D. funding will provide foreign currency for
technical assistance, participant training, and commodities, &nd.
local currencv for CON development programs of district agencies:
in the Rapti Zene.

The RDP will he implemented in the five districts of the Rapti
Zone by the district offices of the Ministry of Agriculture,
Ministry of Forests and Soil Conservation, and Ministry of
Panchavat and Local Developmenit (MPLD). MPLD will be the lead
agency nationally and will providge support for district
implementation through a streamlined Project Coordinator's -
Office (PCO) in Tulsipur. ’ ' '
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ITI. PROJECT RATICNALE AND DESCRIPTION

A. Backarounc¢ and Rutiornale

1.The Project_§etwuing
Developmen* in.the rural areas of lNepal, where 93 percent. of Nepal's
17 million people live, mos” ia cxtreme poverty, .is a central goal
of the Government ¢Z Nepcl (GOM). %he nead for Jdevelopment is
particularly acute in the Middle Nounthins. There population ..
densities per unit of <cultivable and gruzing lands arz extremely
high, incomes are extraordinerily low, Zocd production is far bhelow
requirements, and soil erosion aunu rnuirient depletion have become. so
pervasive as to threaten the fundamental lifce support systcms
(agriculture, livastork and forastry) of the people. The problem is
to achieve income and quelity of iife imaro"emerts for.the very poor
people who daily face there conditioas in the r villages. A na1or
development cons:raint is the lack of eifc ct*va production and
resource managem2nt erforts at the vilirge znd Jdistrict level so.
that Nepal's national inscitviicnal ;ffra,e*ucture, trained
technical manpover, 2and relev.nt prcavcticn techrologies can be
effectively apniied.

The kapti wone, which has a populetiorn ¢f aprnroximately ore mllllon,

2le
is representative cf the extrewe poverty o¥F the rurcl areas of
Nepal.. The Zone ic ccaprised of fiwve é¢isuricts (Dang, Pyuthan,
Salyan. Polpa. ~nd Rukjmj., For twrne four very ruggecd mountain
districts of the Zorz the per canita iucomz (US $75) is less than
half the national average (US $1:2). Th¢ southern most district,
Dana, with its larger percentace of zrab.e land in twc major valleys
and with a gocd icaa networr and fovorabloe market access has a per

capita income which is 50 =er "cnf highev theon the mountrin districts
but still below thc natiorusl aye.age.  ipe Danti Zcne is a poor and
underdeveloped area. Yet, dospite the sustere development base, it
is an area where ccunowmiv wrowth and scciadl development have taken,
and are taking, place. as notea by ss2varal studios, the pace of
development has accelerzated in recent years, and there is
considereble poterntial [or furfhexr grow:ih. Road construction into
the area has bhrought majcr new inputs:. has inproved markei: access
and..is strongly. positively correlated with increased household
income. Other indicators of changes are the recent introduction and
evpansion of electricity. increaced credit availability, increased
tax collections, increased governmen: services, erpandzad education
facilities, increascd fertilizes wrz, increaced use of high yielding
cereal varieties, and increased economic activity in urban areas.

Since 1280 A_I.D. has becen supporting a major rural development
effort in the Zone. As dJdocumanted in the 1985 Evaluation report,
the Rural Area Development: Rapti Zonc Prcijcct (referred to as the
Phase T Rapti Project in this documani, has achieved significant
progress in infrastructure develcumant, in availabilitv of services
to the rural people. ia natural resource menadement and in
institutional developrrent. There is a strong hase for a focused
follow=-on proiject.



2. The Program Framework

There -are urgent needs in Mepal for adequate food supply and -control
of soil erosion and deforestation. The Rapti Development Proiect
(RDP) will directly a3céiess “hese needs thsough a focused
district-based eoffort to increase agiricultural and forestry
production in the Rapti Zone. This emphasis follows GON's Seventh
Five-Year Plan emphasis of achievinag accelerated agricultural
production and bhetter wmanaging the natursl resource base through a
local development strateav. It aliso follows A.I.D.'s program
strategy to identify and introduce aaricultural technologv for
improved yields and to create the cepahility for bhetter managing
natural -resources in the mountains, where environmental
deterioration is most evident.

Increased agricultural ang forestry production through locally-hbased
efforts is a fundamental strategy of the GON that is supported by
well formulated implementation mechanisms. The GON policy of
decentralized local development has évoived over the past 25 vears
The present policy derives from the Decentrclization Act of 1982, .
and. the .implementing Bv-Laws of 1964, Under these requlations, the
line agency offices in the District neve heen placed under the
direction of the District government (District Panchayat) and
redesignated as District Panchayat Offices. The District Local
Development Officer, who is an MPID line officer, bas been named the
secretary of the District Panchavat and qiven increased authority to
coordinate '‘and monitor all line agency District offices. In NFY
1985/86,- Districts reviewed and aporoved all local and district
level sectoral programs (aqriculture,-forestry, health, education,
etc. ). ~Thus, the framswork has heen establishad for the formulation
of local plans, the mobilization of local resoarces, and the local
coordination of sectoral development vroarams. The RDPF will
continue USAID's involvement in this important GOW development
strategy and therebv =erwve as an instruvent for technologv transfer:
to increase acqricultural production and improve natura:l resource
management. It wiil also =zerve as an instrument for continuing-
policy dialoque on issues involved in agriculture, forestry and
rural development.

The A.I.D. proqram of assistance to Nepai is oriented toward the
needs of an overwhelminglv rural society and economy. As presented
in the "Mepal FY 108F Country Develecpment Strateaqy Update, " the
hroad goal of the A.I.D. program is o improve the balance among.
food production, vopulation, and exploitation of land and natural
resources. Specific program okjectives are to help incrzase .
agricultural productivity, conserve the natural resource hase, -and
promote. more effective deliverv of essential services.

The RDP will serve as a focal] point of A.T.D.'s program strateqy by
providing a locale and means for cperat.inual field testing of
research, training, and instirutional bnilding efforts carried on at
the national level by other wrojects in the A.I.D. program. .These
related efforts includsz: agricultural research.and training under



the Agriculture Research and Preoduction (APP) Protect ané the
Institute of Agriculture and Animal Sciencez (JPAAS) Proiect; forestry
research and trairing from vork under”“the iInstitute of Forestry
(IOF) Prodect; irrigation research and training under the Irrigation
Management Protect (IMP); and, trairing under the Development
Training Proiject (DTP).

As presented hv the the "Mepal Y3 1688-1092 Countrv Development

Strateqy Statement Undata." the RDPP will rerain a focal point for

the A.I.D. program cbhizctiva <f increasinq rurai production and

income levels. & good tezhrwledy hase for increased production and
¢ frem local “esting and

improved resource ranagemaai @xist
adaptation under the FPhase I defj ?rzjact, and a good institutional
base has been estalklished In Rcpvi within the GON Decentralization

program.

Finallv, RDP wi ll aleo contrikute to Lhiree cther A.I.D. policy
concerns. Projeoct will include mozsures to: (1) strenathen GOM
decentralizad d=ve\noment wanavemeat;  t2) . rastructure agricultural
supply svstems in Rap*i to includz nrivatizetion of fertilizer
distribution and of seed »mrediction and Jisrtribhution; and, (3) -
encourane ‘effective cocmmiunity and individual wvanagement of foresfe.
rangeland, aand liwresztock bv independert lzocal groups.

In the first policv arzc. strercthzuing 400 decentralized
development management, *»e FPisiact w:ill veinforce GOM
decentralization rpolicy and resperd +to current wconoinic needs.
Nepal has respcnded to a sericus hriance of varvnmerts problem and
sianificant hudget deficits hy es-oprlishing a stehkilization policy
which includes dPVJlUJ‘g the Nepeless Svpec and pegging it to other
currencies, r2ducing the arowth iregular hudget evpenditures, and

3
increasina tax revenue colliection Alttcipts are also heing made to
improve the manageicnt of develcn ent riroijacts :ad provide more

g
nt

v
1 m ho
'.l

funds for the opsrction and mei:ienance of on-goivg projects. The
RDP will support GON ‘Gavelncma manza.ant gt the district level
focused on medium term produccion. Thic strategv prescribes a
progran of institutional sunport to the Lecal Development Office,
technical and manacericl suwnort o the: inavelved line agencies. and:
development manageident Tra.nlnc subppLirt <o crstrict and Villaage
Panchavats. Successful implcmentation or tie progrsm will result in
the wmobilizaticn of lccel renources ond improvemants in GCY service
delivery and {irancial manaccnen* at tio District and lorcal levels.

In the second pulicy area, private sector deliverv of fertilizer
inputs, RDP's aprcroach to the devclopmont of an effective fertilicer
distributiosn system will furuz on beth the notional and zonal
levels. At the national level, USAID will maintain a policv
dialogue with cpprovriz:e reproscitaitives of tha GOV on issues
directed at improving the national svstem: for +re Aistribution

and retailing of chemical fertilizer. Iu the Rapti Zcne, a private
sector oroarsm for the ilmvroved distributiosr of fertilizer wiil ke
tested. The pilot program coul? have imocrtent contributions for
encouraging aaricultural procuction, while reducing GOM costs
recuired to suppert production increases. '

Best Available Document
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In the third policv area, local resource mobilization and community .
management, Nepal has been moving steadily, albeit slowly., towards
the implementation of a local group and community model for managing
its resource base for agricultural and forestry production. The
RDP will contribute to policy formulation in this important area by
assisting the establishment of local groups capable of T
self-sustained management of agricultural and forestry activities
and by'facilitating the development of harmonious relationships
among these qroups, local indigenous groups and local Covernment
administration. Community and private management will improve the
productive use of the common resource hase and will provide the-
mechanisms for local gqroups and farmers to invest in production -and
to capture the benefits of that investment.

" B. Project Obijectives

1. Proiject Goal

The goal of the Rapti Development Project is to improve the balance
among population, land and natural resources, and thereby assist the-
GON to achieve its goal of improving rural life. C ‘

2. Project Purpose

The Project’s purpose is to increase agricultural and forestry
production through local capacity building. The Project will
Strengthen local government and beneficiary participation in
planning and implementation of project activities, and will include
initiatives to increase the use of local resources for development
activities in the Zone.

The design of the RDP is based on the lessons learned from six vears
of USAID implementation of the Phase I Rapti Project, on the
regional planning data provided by the "Rapti Zone Reqional
Assessment.," on +he general quidance of the "1985 Phase I Rapti
Project Evaluation," and on the specific recommendations of the
project analyses that were prepared for the design.

The strateqy for RDP is to: (1) implement geographically focused and
time-phased programs based on testa2d technology to increase
agricultural, livestock and forestry production through improved GON
and private input and service delivery systems; and, (2) strengthen
local aroup and district institutions forvmanaqing;development and
for sustaining benefits through local resource mobilization and
local reinvestment into continuing development efforts.

The first element of the strategy means that each district program
will have a somewhat different composition. 1In Dana the program
will foecus on rice and wheat production, on agricultural inputs, on
cattle and buffalo productivity, and on agro-forestry. In the
middle mountain areas, the program will focus on maize and wheat, on
nutrient recycling, and on integrated livestock and forestry
management systems. Likewise in the higher mountains, the program



will focus on potato and fruit production and on sneep and goat
productivity. The 'second elemen: of the strategv means that the
program will be flexible. District level programwing will follow
the -decentralized district planning process invelving local groups
and district institutions. This proudess results in an annual
District Development Plan which defines and provides implementation
guidelines for all district programs.

This strategy combines rechnoliowy tronsfer, lecal group and private
enterprise development, .and instituticnu building ofrorts for
increasing agricultural and forestry :»roduction. Agricultural
production, livestock. and foresirv zre integral rarts of the
village -ecosystem which must be manag2d through Jlocal community
participation for sustained longtacm ciowth. Etrengthening local
community management and private sector sctivities is a strong theme
throughout all project components. The prcisct analyvses have
concluded that a single sector or a vertical sectoral program
strategy cannot in isolation achicve *ho wroduction gains desired.
A cross-cutting strateqy to manage aqricu.ture, livestock and
forestry through local and districs planning, local croup
management, and private sector -development i3 recommended. The
recommended activities are interrelated and mutunlly reinforcing.
The deletion of any one seztor srom the Projezt vould negatively
impact upon the outcome of the others.

3. Overall Prodiect Cutouts
The expected overall project cutputs a: the impact level are:

a. Cereal and horticulture prcduction will be increased
~ in areas where tested teachnology is available:
rice producticn will b increased approximately 19%;
wheat production will e increased appcoximately 20%;
majze production will "¢ ‘acrcaced approximately 11%;
and., horticulture and cash crops will ke increased
-approximately 25%. : ' i

b. A model for increased livestock productivity through
grazing control, improved h2rd manzqenent and '
increased fodder proiuctior will be tested and applied
by about 35 livestock management Jroups.

c. Afforestation and naturzi resourc: management will
expand and improve throtgbh community management and
GON forestry programs: zpproximateiv 18,000 ha. (26%
of the present decgraded forest area) will be
replanted, and approximately 22,000 hectrares will be
stahilized, prctected, and manaced for sustained yield
of forest products urder active ioccal management.

d. Better community managemeni of »roduction resource
systems will be achieved by abaut 100 local groups.
This will be indicated by agriciiltura) and forestry
production increases;‘and by increased local _
government revenue generation and private investment
for develcpment activitiec.
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The specific proiject outputs that will provide this overall impact
come from programs for agriculture and livestock, forestryv and soil
conservation, local groups and nrivate enterprise, and district
institutional development. These outputs are discussed helow in the
presentation of the each project component.

c. Pro+dect Elements

1. General Approach

The RDP is an eight-year proiject that will be implemented in the
five districts of Rapti Zone through the district offices of

the Ministry of Agriculture (MOP), the Ministrv of Forestrv and Soil
Conservation (MFSC), and the Ministrv of Panchavat and Local
Development (MPLD). Implementation responsikility will be with the
GOMN District Offices and much of the work will he at the Village
Panchayat level. Pro-ject coordination will ke handled in each
district hy the Local Development Officer (IDGC) in accordance with
GON local development policy. 1In order to provide technical support
and monitoring for proiject activities a project support office will
be continued under the administration of MPLD at Tulsipur, Dang
District.

The total project cost will he approximately 27.4 million U.S.
Dollars. A.I.D. project funding will amount to $18.8 million and
GON funding in Nepali Rupees is estimated at the present exchanage .
rate to ke the ecquivalent of U.S. $8.€6 million. Overall precject
funding will be divided among four main areas: airriculture programs;
forestry programs; local group and private enterprise programs; and
district institutional development programs. Approximately
two-thirds of the total funding (half of 2.I.D. funding and all of
GCM funding) will ke in local currency financing through GONM
district agencies in the Rapti Zone. The remaining one~third of
total funding will ke for foreign currency costs relatinag to
technical assistance, commodity procurement and participant training.

2. Agriculture Production

The Agricultural Production component of the RDP will include four
activities. These are. o) cereals production; b') livestoc)k
productivity: c) vegetakle, fruit and cash crop (VFC) production;

d) input supply and marketing. The agricultural production
activities of the Project will ke implemented usinag a two track
approcach of (1) strengthening government service and input delivery
down to the service or subcenter level, and (2) building private and
local group capacitv for production. The program will have a
geographically fccused strategy using production technologies
available in the Zone. GON assistance for agricultural production
will be provided primarily through district offices of four agencies
under the Ministry of Agriculture: the Department of Agriculture
(DOA), the Department of Livestock Development and Animal Health
(DLDAH), the PAgricultural Inputs Corporation (BIC), and the
Agricultural Develovment Bank of Nepal (ADE).



Each activity will involve applied field demonstrations that will
build on specific procecdures, and. skilis developed through the
agriculture and fores:t programs (e.g., on—-farm verification trials,
livestock systems assessments, forest management plans, and the
Panchavat Resource Inventories).. Tnese field demcnstrations will
support increased rrﬂductlon in agriculture, livestock, and forestry
through assessment nof eristing production svotems and
verification/demonstration of iwproved technologies within these.
These production svstem demonstrations (PED) will focus proiject
resources on strengthening the capecity of district and local-level
technical staff to provide neeced services in the agriculture,
livestock, and fer:czirr zcocthors, vhil: Involving local people in the
identification of constraints and the design of specific activities
to overcome these. The. Gemonstrations will generally focus on ,
problem areas which will recuire thz skills of more than one agency
to solve. Working relationzhips will be strengthened: among staff
of different line agencies; petween technical staff and farmers;
and, among farmaors.

a. Cereal prcduction

(1, Obdjective

The ohicctive of the cereal preduction program is to
increase production and yvields of rice, wheat, and maize through
increased farmer adoption of tasted improvcd technologies in
selected high potentinl areas. ‘'t.ic will ne done through
strengthening the existina Pra-Production Verification Trial (PPVT)
and Bloclk Producticn apninach and arcduully a2xtending its coverage
to an increascd number of Panchavzts in the five districts.

Improved tecirolodies have b=2en tested and adopted hv farmers in
the Zone under conditions similor {9 tihwesc 2xisting in over half the
area now cultivated in rice, in wheat, and in waize. Improved
technologies are praszntiy in use on ouly twd percent of that
potential area. Specific oviputs for the Zone bv the end of the
Project will be:

o) imprcved cexreal production ta2chnologies expanded to
covar spproximat2ly 25 nurcent of the applicable land
tvoes arecs:

o] increased rice producticn by about 19 percent to
aporox1matgly 165,000 M per year;

0 increased wheat production bv ahout 20 pvercent to
approximateiyv 300,200 T per vear; and,

) increased maize preduciion bv about )1 percent to
approximately 400,000 MT per year.
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(2) Proaram description

Successful attairment of the the Proiect's okiectives in cereal

production will depend on three hasic factors: improved extension

delivery systems; improved linkages with national-level research
rograms; and,; improved input supply. '

(a) Extencsion
LXUENSIonNn Ll uwlty Ji) Ul ocdl RPLOCULL UV Wl ld 'S LUuULuUuDdTe Ul 1ha e
potential areas. icdentified on the hasis of land type similarity to
areas where the FPFVT and Block Production programs have proven
successful. Initial efforts will he aimed at target Panchavats
where the Panchavat Resource Inventories (PRI) Fras shown that there
is greatest potential. Thkrough training; technical essistance. and
increased hiaho- level staff suoport, the proven procedures of the
PPVT and PFlock Production methodoloagies will he further developed
and more rigorouslv applied. Suhdject Matter Specialists will be
recruited to assist with specific technologies. Extension agents
(JT/JTPs) will be trained in testing and spreading new technologies
and in recording farmer response. Selected farmers will bhe trained
in improved production technologies and will also ke given
responsihility (and compensation) for hasic data recording
procedures. Existino extension positions will ke filled and
extension agent effentiveness increased over the life of the Project.

(+) Eytension linkage with national-level research
proar ams

More active ard more direct interactiors hetween local extension
staff and researchers in national-level proarams will result from
annual monitcring tours hy researchers from national maize, wheat.,
and rice stations. Technical assistance advisors from USAID and
other projects will be invited to visit the Ranti Zone and to assist
with annual program preparation and training. 2LCCs and other
extension staff from the Rapti Zone will visit research stations on
structured visits at least twice each vear. Participation of Rapti
technical adviscrs and extension subhiect matter specialists in the
nationral-level cropping svstems seminars will provide a further liplk.

(c) Input supply

Increased cereal production will depend on an effective sunply
system for fertilizer and improved seed. The erpected vield
increase for rice, wheat, and maize can only occur if fertilizer is
available in sufficient cuvantity vhen reecded. Improved on-farm soil
fertility management, includino hetter use of locally available
animal wastes, can contrikute only & portion of the needed
nutrients. lears for ensuring adecuate ané timely supplv of seed
and fertilizer are further cdiscussed in Section II1.C.2.d4., helow.



-10~-

k. Livestock
(1) (Ckiective

The ob-ective of the livestock program is to increase livestoclk
productivity througt improved herd management and health practices.
increased fodder production, and controlled grszing. This will be
supported by limited introduction of improved breeds and improved
management of introduced and existing genetic resources. Specific
outputs for the Zone by the end of project will he:

o] Organized about 35 model livestock production groups
for marketing, common resource management (e.qg., of
grazing and forest lands), and health services;

o Increased supply of fodder and forage through new
plantinas (in comhination with proiect forestry
activities), improved qrazing control and befter
utilization of crop residues;

o Improved farmer technical skills in large and small
livestock hushandry, through traininag and
demonstration;

o Upgraded livestoc) populations, through introduction

of improved hreeds and multiplication by orivate
breeder farmers and groups;

o Improved farmer skills in intensive livestock
management and in processing and marketing livestock
products.

(2) Program Summary

To attain these outputs, the RDP livestock program will support
activities in three primary areas: development of a model for
increased livestock productivity; extension; and, processing and
marketing of livestock products.

(a) Productivity

The livestock program will build on the experience of the crooping
systems program in applying procedures to assess on-farm practices
and to measure the effects of interventions in existing svstems.
The RDP will establish a small Technical Resource Center (TRC) in
the Zone, which will test and demonstrate livestock management
systems in support of a parallel "on-farm" effort. These two
programs are described below.

The on-farm 1;véstock production svstem trials will be developed by
the adviscrs "withk the active collaboration of district-level
livestock technicians.
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The complexity and variahility of livestock interactions within
existing farming systems require that the unit of analysis be a
village cluster of households which use a common resource hase for
maintaining their livestock herds. Choice of a site where the
methodology can first be developed will he limited to a .
village-level farming system which is isolated enough that its
boundaries can be fairly well defined and small enougk (e.g., 30 to
50 households) that data measurements car be taken on a regular
basis. An area where some data collection (through PPVTs or Block
Production trials) is already going on with cereals would be
preferred. Similarly, an area where a forest users group is actlve
will also be preferable. The cooperation of forest rangers and
agricultural agents will be secured through the district-level
planning workshops. Such cooperation will be essential if grazing
lands are to be brouqht under better management. Data will be
collected to help identify limiting factors where interventions
could be made. A first area of investigation will bhe to define the.
level of overall productivity and its variability over time.

The TRC will support field efforts to increase livestock
productivity per animal through:

o Demonstrations of the potential of improved breeds for
high levels of productivity through good feeding
practices and disease control;

o] Demonstrations of the use of fodder, forage, and feed
supplements to which farmers have access;

o] Studies on the economics of alternative feeding
practices within the context of limited access to
concentrates; and

o] Demonstration of low-cost disease control methods.
The number of livestock needed will be determined principally by
needs for extension and training. Four dairy cows and one male:
four Murrah buffalo cows and one male; eight each of sheep, goats,
and swine; and fifty chickens, ducks and other poultry are
recommended for this purpose.

(b) Extension

A major RDP focus in livestock will ke to improve two way
communication between farmers and DIDAH (Department of Livestock
Development and Animal Health) field staff. Work will begin in
areas where village leaders and farmers are receptive to and
supportive of livestock groups. The technical assistance team will
play a key role during the first years, as groups are organized and
JTs and JTAs are heing trained in farmer-focused extension. A
village livestock assistant (VLA) or group leader will he selected
by the farmers to serve as principal contact point for the JT and
JTAs. Selected sites will be used for more intensive livestock
productivity trials, as described above.
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The ertension efforts will focus on improving technical knowledge
and skills in three basic areas: a) herd management involving stall
feeding; ¥ ) forage production ané nutrition, through on-farm :
demonstrations; c) improved breeds; and. d) animal health.

The extension program will emphasize improving organizational skills
for increased productivity. Skills for aroup decision-making
regarding common grazing resources and marketing will he.developed -
through training involying practical planning exercises. Group
action skills will ke strengthened where scme foundations have
already been laid: with livestock loan groups in the Small Farmer
Development Program (E£FDP) or those of the commercial banks; with
forest user committees where fodder resources are of interest:; and, .
in ctmmunities where improved breeds are introduced which reguire
more intensive management, e.g., of full-blood sires. Leadership
and p.anning skills will be strengthened through training to qroup
leaders, VLAs, and group members. Group activities will include
plantiag and managing forage, working with forest user groups on
fodder tree planting and management, and managing breeding animals.

(c) Processing and Marketing

Higher value of livestock products will encourage farmers to manage
their linited resources more intensively in the livestock sector.
On-farm product utilization activities will assist the farm
househol¢ to improve preservation and processing of animal products
and to imrove composting of wastes. Commercial activities will
involve assistance to starting processing and chilling facilities.
There is tlready private interest in developing a dairv plant in the
Lamahi area of Dang.. The RDP will provide technical assistance to
determine :he feasibilitv of and assist in designing such
facilities. Similarly, small-scale feed mills are needed to

support increased poultry and pig raising in Dang. Groups will play

a role, for example, through organizing for more cost-effective
transport. ,

Improved acciss to market information will be supported hy tne
marketing units in the ADO and DIDAH offices. One activity will be
to use radios it the district capitals to communicate prices of
different comnclities ir the various market places. Livestock
holding pens wi.l also be estaklished at maior commercial centers to
facilitate the :ransport of animals by road to markets outside the
Zone.

c. Prodiction of Vedétable, Fruit. an@ Cash (VFC) .Crops
(1) Zbijective

The objective of :he vegetahle, fruit and cash (VFC) Crops program .
is to.increase produc:ion of. VFC crops through improved supoort to
interested private commercial .producers and promotion of small
household horticulture plots. Specific outputs for the Zone by the
end of proiject will be
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o Established ahout 3C private fruit nurseries that are
producing approximately 2f,000 seedlings annually and
providing technrical support for horticulture
production;

o] Planted aporoximately 2,000 hectares of new fruit
orchards in akout 3C high potential production areas;

0 ~ Expanced vegetable seed production to approximatelv 12
MT per vear with an estimated 220 private qrowers and
5 seed production groups;

o Expanded vegetahle production to cover approximately
400 hectares in ahout 20 high potertial production
areas.

(2) Program Description

To achieve these outputs, the RDP will focus on extending farmers
production technology and skills, and on developing private support
systems.

(a) Extension

In many parts of the Rapti Zone. private farmers bave hecome
increasingly interested in growing cash crops =-- vegetahles (e.q.,
potatoes, ounions, tomatoes, leafy greens, peas, etc.), fruits (e.q.,
citrus. apples. guavas), oilseeds (principally mustard)., and others
(e.g., ginger and thimur). With the excentior of mustard (which
has been included in FPVTs in Dang) only limited and largely
ineffective support has heen given to these farmers. The VFC
program will focus on areas of commercial potential for particular
crops as determined hv both production (e.g., elevation) and marlket
(e.qg., proximity to district capitals ov the road svstem) factors.

Initially. the program will focus on farmers alreadv actively
engaged in cash crops production -- farmers who bhave keen akle to
accept the risks inherent in these ventures. Rased on the work so
far undertaken in the Zone, it is estimated that fruit orchard
establishment car he expanded at the average rate of 250 hectares
per year. sc that over an a2ight-year project period an additional
2,000 hectares of orchards will be estanlished. Emphasis will he on
tropical and sub-tropical “ruits up to 1,000 meters; and temperate
fruits above 2,000 meter-.

Vegetahle farmers and a smaller number of selected JT/JTAs will he
given training in marbet vegetahble production and handling. Data
gathering procedures patterned after the PPVTs for cereal crops will
be uvsed to verify specific carameters (cultural practices.
fertilizer, disease, etc.) of the production process. The Musikot
Herticulture Farm will work ir close coliahoration with the 2DO for
vegetakle seed multiplication by selected private contract farmers.
The Farm, 2ADC and AIC will fgontinue to work together to collect

treat, store and redistrikute the seed.
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Project support to the Musilot Ferm will enable it to plav a more
significant role in research and extension outreach programs
directed at fruit and vegetable production as well as seed
prcduction. Adaptive research and extension directed hv the Farm
will be carried out to support private nurseries and qrowers. 2
Peace Corps Volunteer in horticulture will be posted at the farm.
Support for the production of other cash crops will include training
and short-term technical assistance to farmers and JT/JTAs workina
in areas where specific cash crops are important. In addition to
training and technical assistance from contract and outside advisors
in the above programs, private farmers will also receive necessary
credit from the ADP.

() Private Support Systems

The VFC program will concentrate on building private capahilities
for horticulture production. The principal private support
facilities are existing nurseries. These will bhe given technical
support (through training and early provision of high potential -
planting material from outside the Zone, like apple budwood from
Marpha District) to establish local supplies of various saplings.
Primary support will be provided through technical assistance from a
Nepali firm who will work directlv with farmers to estahlish a
resident cadre of skilled private nurservmen and orchard operators.

d. Agricultural Input Supply

(1) Obdective

The ohiective of the agricultural input supply and marketing program
is to improve the availakility of inputs* and access to markets
andcredit, through private sector and local group development and
improved information services. Specific outouts for the Zcne hy the
end of project will be: .

o] Fertilizer requirements are planned and agreed with
2IC for timely supply and sale in the Rapti Zone;

o) Expanded private dealer coveraae of the zone for
fertilirer, aqro-chemicals and medicine, with
simplified regulations, improved knowledge of broper
usage, and adecuate profit incentives;

o Estakblished local seed multiplication system, through
local farmers: in targeted areas;

o] Upgraded traditional farmer-to-farmer seed
dissemination system with project support services for
storage facilities, training. processinag. and
treatment;

" Agricultural inputs includes fertilizers. aaro-chemicals,
medicines, seeds saplings. and other planting material, *ools,
and water.
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o Established nurseries; orchards and seed production
centers for local supnrly of seed, savlinos and other
planting material as required for the VFC crop program:

o) Developed national-level linkages to provide a reqular
supply of foundation seed, mother stock. and other
planting materials; :

o Uparacded farmers' marketinc and record-keepina skills
for improved market entrv and access to credit: and

o Improved market information services.

(2) Proarams
To achieve the above outputs. the Proiect will support activities.
for improving fertilizer supply systems and for improving farmer
seed and seedling multiplication and distribution.

(a) Fertilizer

The Agricultural Inputs Corporation (AIC) hrelds principal
responsikilitv for input supply., especially fertilizer. At the
district level, the eight AIC hranch offices (covering all the five
districts of Rapti Zone) carrv out distribution for district
headoguarters and certain high production potential areas, hut do
not cover more remote high potential pockets.

RDP's approach to the development of an rffective fertilizer
distribution system will focus on both tie national and zonal
levels. At the rational level, USAID wi'l maintain a policy
dialogue with appropriate representative: of the GCN on issues
directed at improving the naticnal systems for the distrihution and
retailing of chemical fertilizer. 1In the Rapti Zone. RDP will
obtain specific commitments from AIC to piovide the guantities of .
inputs necessary to meet proiject production targets and will assist
AIC with the monitoring of stocks and making proiections of upcoming
needs.

A Mepalese technical assirftant will monitor, in coordination with
the zonal 2IC manager; the Rapti Zone stocks on a monthly basis and
make need projections on a rolling 12-month period. The technical
assistant will also monitor coverage of the market areas for input
availahility and prices. If areas of short supply or hiah prices
are found (these are usually found together). steps will he taken
for additional stocks to he delivered to these areas.

1o resolve the proklem of inadequate retail distribution a pilot
program for the Rapti Zone will be set up to include a comrination
of price decontrol and open ‘registration of fertilizer cdealerships.
First of all, the pilot progiam will allow for the open registration
of dealers. Secondly, dealers will obtain fertilizer at wholesale
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prices from AIC and he allowed to sell at & price to he determined
by market forces. Controls on AIC wholesale prices will not clranae.
but price ccntrols will he remeoved beyond the point of the whelesale
transaction at the 2IC godowns.

This approach will provide farmers with a varietv of competitive
lccations from which to purchase fertilizer and other inputs. Theyv
may choose to pay more tc a local dealer or ccoperative (saihe)-
reflecting the dealer's transportaticn costs, or they may choose to
travel to an AIC godeown to purchase at a lower price and bear their
own transport costs. Competition among an increased number of
dealers will help to assure a more readily available surolyv of
inputs at a fair price.

Under this program, AIC may wish to discontinue the transrortation
subsidy to dealers in the hills districts and subsidize
transportation only to the point of the AIC depots.

Cooperatives ané other dealers would be resronsikle for
transportation beyond the AIC cepots.

(b) Seeds, saplinags, and other planting material

The RDP will provide support to the the District Agriculture
Development Office (ADC) for technical support to the traditional
farmer-to-farmer seed production and dissemination system. The ADC
will also provide support to private seed enterprises and private
nurseries. The PPVT and Block Production programs have identified
potantial seed enterprise development pockets for concentrated
efforts in cereal seed production. The PRI will be used to identify
similar areas for efforts in horticulture with the area around
Musikot Farm continuing to be important. 2s noted above, the
Musikot Farm and a Mepali contractor will plav major roles in
developing private sector capahility in the VFC program. A small
numkher of JT/JTAs (akout five in each district). in coordination
with different agricultural programs. will ke posted at the service
centers and help establish private enterprises to supply seeds &
saplinas locally. The DOA will also help arrange for foundatior
seed and mother stoclk recuired for the development of private
enterprises. ' )

The RDP will also prcvide some support to AIC for supplving
certified seed to private seed enterprises. The assistance will
help to fill gaps in the supply of source seed, mother stocl:, and
other supplies. Such enterprises and their dealers network will bhe
assisted through training, technical assistance and material
support to maintain their enterprises. The PCO will assist in
coordinating these input needs on a zonal basis. The ADF will
provide credit to fermers establishing seed enterprises, nurseries
and other support services.



3. Forestry Producticih and Matural Resource Management

The Forestrv Production and Natural Resource Management component of
the RDP will include four activities. These are: a) lccally managed
cemmunity forestry; b) orivately managed forestry; c¢) GON manaced
forestry; and, d) GON manauged conservai.ion and stakilization. The
forestry activities of the Project will also be implemented using a-
the two track approach of (1) strengthening covernment service and
input delivery down to the service or sub center lewvel; and (2)
huilding private and local aroup capacity for production. Areas for
focusing activities will ke selected on the basis of technical
criteria and of local interest and oraanization. Data from the PRI
will be used to identify Panchavats with severely degraded forests
and high person per hectare of forest ratios. Some preference will
also be given to selecting Panchayats where RDP activities in cereal
production, horticulture, and/cr livestocl are also being carried
out. GON assistance for forestry production will bhe provided
primarily through the district offices of two agencies under the
Ministry of Forests and Soil Conservation, the Department of Forests
(DOF) and the Department of Soil Conservation and Watersbed
Management (DSCWM). :

The long-term ohjective of the forestry/natural resourceq component
is to balance the demand for fuel, fodder, timber and other forest .
products with the ability of the ecosystem to supply these products
on a sustained basis. RAlthough attainment of this ohijective is
beyond the scope of the RDP, significant accomplishments can be made
within the time and financial limits of the Proiject.

a. Locally Managed Community Forestry

(1) Objective

The or+ective of the locallv managed forestrv program is to expand
the existing community forestry program to estaklish independent
lecal forest user groups with the legal and the oraan17atlonal
capacitv to manage local forest lands for sustained vields. The
specific outputs for the Zone by the end of project will he:

o] Improved local fores* maragement through an estimated
330 local forest user groups actively using management
plans to avtonomously manage forests in about 165
Panchayats.

o Established avbproximately 11,700 hectares of Panchayat
Forest that are supporteé by about 184 Panchavat ‘
nurseries that are producing approxlmatelv 4 m11110n
seedlings per year.

0 Established Panchayat Protected Forests (PPF) in about
11¢ Panchayats with approrimately 11,000 hectares
under PPF management;
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(2) Frogram Description

The locallv managed ferestry efforts will concentrate on expandina
and improving the community forestry proaram started¢ under the Phase
I Rapti Proiect. RDP efforts will emphasiz2 the preparation of
local management plans, the huilding of the independent management
capacity of local groups, and the invelving of substantial numbkers
of women in Panchayat Forest management positions.

The Project will develop and/or strengthen administrastive mechanisms
whereby planninc and implementation of forest management is carried
out bty those actuallv usina particuvlar forest areas at the ward

level or below. Thus, all phases of detailed planning and decision
making will he carried out at a subcommittee level witkh the Pradhan
Pancha responsible for cocordination, control, monitoring, and ‘
evaluation of all activities done at ward level, in line with recent
recommendations of a Mepali community forestry study aroup. :

The DOF will continue tc play a key role in the community forestry
program. The District Forest Cffice has the authority to transfer
national forest lands to the Village Panchavats, and it provides
technical support and guidance to the forest committees at the local
level. Proiject support will concentrate on strenuthening the
capacity of Panchayat forest committees and user groups. The [ECWEH,
DCA, and DLDAH play important complementary roles and the -district
and zonal planning workshops (See Section ' II.C.4.) are designed to .
help ensure better coordination among these agencies.

The area ranger is extremely important in promoting community
forestry. His traditional role as a controller of forest resources,
however, has not prepared him well for a role as local group
facilitator. Project technical assistance personnel will provide
on-the-job training to rangers in the forest management planning
process, demonstrating methods and techniagues for drawing ideas and
plans from user grcups.

The importance of user groups in the development of management vlans
cannot be stressed too much. 'Those who actuallv use the forest (in,
particular, those who make the individual decisions to cut and carrv
this or that specific fodder or fuéel tree’ must ke fully invelved ip
the planning process. Forest committees must have executive power:
most importantly, the right to regulate forest use. set and collect
fees, and discipline members of the user community. In orcer to
ensure that successful models for this kind of user aqroup
involvement are developed earlv in the Project, a few target sites
will be selected where the DFC, the Pradhan Pancha, and the local
ranger are open to and willing to support this concept. Small
workshops and larger general meetings will he the fora for
explaining the approach’ and developing specific plans. Short-term
needs, e.g., for fodder, will be identified and plans which address
these needs will be made and implemented first.
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b. Privately Managed Forestry

(1) Cbhiective

The objective of the privately managed forestry component is to
initiate programs to encourage individuals and groups to use private
anc¢ government land to produce forest products for private use. The
specific outputs fcr the Zone by the end of proiject will be:

o Assisted-with’the'planting of approximately 900 ..
hectares of trees by private individuals or groups,
and. : . -

o Established a district-level leased forestry program
covering approximately 350 hectares.

(2) Program Description

Present areas of private forest will be identified during the PRI y
verification. New plantings (especially small-scale plantings) will
be encouraged. District-level programs will he initiated to assist
owners of private forest to manage their holdings for sustained.
vields and to replant poorly stocked areas.. The existing GON
program of giving tax concessions to individuals that convert
privately held barren land into forest has not been widelv used,
perhaps due to a lack of knowledge about the program and a lack of
encouragement. This concession must be enlarged to cover private
agro-forestry lands and also to encourage farmers to interplant
agricultural crops and tree crops. The DFC,. the PSCO, and their
representative staffs will be encouraged to vigorously promote and
monitor this program.

Promotion of leased forests after the rules are. approved will
include explaining the program to.Village Panchayats, groups and
individuals; assisting in the submission of applications; helping
with loan arrangements when necessary; helping prepare simple
management plans; supplving the guantity and desired species of
seeds and seedlings (under a credit arrangement):; and technical
assistance as needed.

Where possikle, areas selected for leasing lands will be well-suited
for the production of fodder and multi-purpose species. Such
species will provide a quick return to the farmer. In addition,
this may make the Agricultural Development Bank more willing to
issue loans because the return on the loan will he much higher than
if slow-growing species, such as sal or pine, are planted.

The RDP will encourage the transfer of nurseries to private
operation by focusing or a-few nurseries where receptivity to the
idea is present on the part of DOF personnel and the Panchayat
forestrv committee. Fully developing one or two successful models .
for private operation will ke important in later .expansion efforts.
The long-term objective of increased privatization is to make forest



management activities self sustaining at the local-level. Thus.
whether DOF-supported nurseries are turned over to community groups
or to individuals is not important. What is important is that thev
operate profitably (providing services and benefits of sufficient
value that community residents are willing and ahle to pay for
them). Efforts at individually-ovned operations can begin with
nurseries where the nearby open lands have alreadvy heen planted. 2
transition to fruit, nuts, and fodder trees will be supported
through additional technical assistance, tralnlng, and supply of
planting materials. Private Panchayat nurseries can also he
established through the DOF contracting to purchase a set number of
seedlings and through individual sales.

c. GON-Managed Forestry

(1) Cbjective

The objective of this program is to support and strengthen the DOF's
on-going management of national forests at the district level .
through focusing on those activities which directly support improved
forest use at the local level (e.g., district-level planning
divisional nurseries, and increased collaboration with other line |
agencies). The specific outputs for the Zone by the end of project
will be: : : '

o] Expanded divisional nursery production to
approximately 1.3 million seedlings per year and
divisional planting to about 415 hectares per vear so
that DOF has planted approximatelv 3,400 hectares of
land by the end of preoject; and. .

o Expanded and improved tree seed collection and storage
is incorporated into the operations of the divisional
nurseries and is adequate to support district and
Panchavat needs.

:‘(2) Proqram Description

The RDP will support the establishment and the effective management
of divisional nurseries in all five districts. The divisional
nursery will -ensure that adequate supplies of .fodder and ,
multi-purpose trees are available for pubhlic and private planting.

An impo: tant thrust of the dlstrlct program will be ‘better
integration with livestock programs. The deforestation prohlem in
the Rapti Zone is largely a livestock problem and cannot ke solve.
without an integrated program. One integration method is throuah
the livestock loan program that is now conducted through .SFDP and
the WDO. Considerabkly more attention must be placed on the
propagation and utilization of fodder and multipurpose species by
all of the agencies. Organized and coordinated extension efforts,
integration with privatization programs, involvement of women. and
adequate supplles of suitable species are necessary if the suprlv of
ocuality fodder is to be increased.
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Initial efforts will focus on groups where there is & strong
community structure. The experience of succeszful efforts. elsewhere
in Nepal: for example: in developing strong women’s participation in
user group decision-making will ke drawn upon.

¢. Conservation and Starilizaiion

(1) uhiective

The obijective of the conservation and stakilization program is
to prcvide local conservation anéd stakilization demonstrations.
Specific. outputse for the Zone by the end of project will te:

o Expanded nursery productinn to approximately 750,000
seedlings per vear which will have been used to
stahilize akbout 140 hectaves of roads, trails, and
canals, and to protect and improve about 1,200
hectares of watershed; and,

o Estaklished phvsical and biological efforts to control
aboutr 28 gullies.

{2) Proagram Description

RDP will support GCN-manaaed activities, in conservation and
stabilization, continuing existing programs but . corsolidating them
in the Department of $»il Conservation and Watershed Management
(DSCWM). The existing program of biclogical stakilization of
roadsides will be continuad but transferred from the Department of
Roads (DOR) to the DSCWM and conducted under the direction of the
District Soil Corsevvation Gfficer (DS C) and hisz staff of
cverseers, rangers, and nurserymei. The DOR will help in
prioritizing stakrilization sites and provide the DSCWM with any
details tc ensure an effective and coordinated nrogram. The current
trail stakilization program will alsc be continued. Both programs
will place more emphasis on the use of shrubs and grasses fer
surface stab;¢1°-tlon. A numker of native arasses are capahle of
providing rapid and =ffective surface stabilization and are better
suited for biological stabilizatior than trees.

Rehabilitation of deuraded areas w;ll he.supported hut with some
changes in empnasis {or a more effective program. Site selection
will be changed from select: ing the highly dJdegraded areas to
selecting the areas in danger of severe degradation bhut still
retaining a high capecity for rapié¢ recoverv. »As with road and
trail stabilization, these efforts will use engineering and
bio-engineering techniques. Impbasis will he given to the use of
grasses, but grasses will not be planted to the exclusionr of fuel
and fodder trees. All stabilization efforts will ke tied to PRI
information and coordinated through the local Panckavat and the
affected wards. 2 management pian, which clearlv describes the
protection prodgram and the distrihution of henefits » Will he dointly
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prepared by the DSCC and staff, the Village Fanchayat, and the
ward. Mechanical (et physical) stahilization will be limited as
most previous effeorts have yvielded less benefits than hioloagical
methods. However, in some areas of raoid down-~cutting, galions may
be necessarv.

The existing canal rehabilitation program and the terrace
improvement program will ke continued with emphasis on farmers'
participation and on integrating stabilization with fodder. fuel and
agricultural production. Junior Technicians, who are concerned.with
agriculture issues within the DSCWM, will promote and implement this
program through the use of fodder and multi-purpose trees. These
programs have the potential of making a significant contribution to
the agro-forestry concept and the existing level of effort will be
expanded as the RDP progress. The community education/motiviation
program, with a focus on schools as sites for demonstration and
community education, will be contirued and expanded.

e. Taungza
(1) Chkiective

The objective of the modified faunqga program is to develcp and
demonstrate locally adapted technical models for mixed agriculture
and forestry activities to increase the production of forest and
agricultural products vielding short-term benefits.

The specific outputs for the Zone by the end of project will be.

o Yearly production of approximately 14,000 m3 of
fuelwood from the annual harvest of about 97 hectares
" of forest; and,

o Yearly production of approximately 368 M of
agricultural produce from akout 291 hectares of land
benefitting about 440 poor farm families.

(2) Program Description

Through CGON-managed efforts the Project will develop technical
models which will also he applicabkle to community and leased forests
of similar agro-ecological conditions. The Project will begin with
an 781 hectare area in Dang's Deokhuri Valley, to be cleared,
cultivated, and replanted on a continuous nine-vear rotation,
benefitting 440 families. At the time of the first outside
evaluation, the future expansion of the program will he determined.

The modified taungya project will be carried out under the.technical
direction of the DFC in Dang. A coordination committee will be
formed, composed of the DFC (chairman), the 2DO, the IDO, local

"Taungya is a system of agro-forestrv common in Asia whereby
farmers are given land on which to plant both trees ard annual
crops together.



...23_

leaders from the three Panchayats from which the heneficiary
population will come (fatkarava. Chailahi, ard Lalmativa) and
representatives chosenr by the kteneficiarv households. Long-term
and short ~term acdviscrs will provide technical assistance as
needed. A J7, a Peace Corps Volunteer; and two JIAs will provide
extension services to participating farmers.

i pre-feasikilitv study completed in 2ugust 1986 has identified two
areas (72% hectares in Satharia Panchayat and 142 hectares in
Lalmatiya) whkere conditions are appropriate for agqro-forestrv.
2lthouch this area is dearaded and threatened by encroaching
cultivation, it still retains a high recoverv potential and a can bke
placed under protection and management at a relatively low cost.
Tre flat and fertile land at the base of the hills will ke fenced
and the toundarv of the liational Forest clearly marked. Such
fencino will not only protect the flat land but also a portion of
the degraded forest on the unoccupied hills to the north. ILocal
villagers will he allowed to plant crops provided that they also
plant fuel, fodder and timher trees at specified spacing intervals.

2 preliminary operational plan will be developed by the ccordination
committee with the assistance of the advisors. This will establish
criteria for the selection of participants, a management plan, a
financing plan. and an implementation schedule and cropping patterns
for the first year. These plans must ke reviewed and approved by
USAID before any funds will le released for implementation of this
program. The financial plan will delineate how existing and pro-ject
plantecd forest procucts will be sold and used to finance the
principal costs of the program.

The rctation cyvcle will he such that each of the 440 housebolds will
maintain a ore higha (0.6€ ha) plot, caring for ftrees. planted and
harvesting agricultural crops -for the first three-vear perloo of the
rotation cycle. After three years, each household will ke given a
new one kigha plot. After the third three-year period, the first
plot will bhe harvested by +he forestry department and the rotation
will be repeated. To start. the activity, 147 landless tenant _
farmers will each be provided one bkigha (123 farmers from Satbariya
and Chaulabi Panchayats and 24 farmers in Lalmatiya). After three
years, all 440 farm households will have heen provided land and the -
first 147 farmers will reqin plantino anew on the fourth 97-hectare
clearing.

The villagers will serve as tenant. farmers not owning the 1an6 ‘but
having exclusive rights to the crops produced. Any removal of
fodder, fuel, and timher will be under tbe direction of the DFC and
in accordance with the management plan. The forest on the hillside
will be allowed to recover and 8 management plan prepared and '
implementecd. :
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4. Local Croups and Private Enterprise

a. Local Groups

(1) Obiertive

The ohjective of the local agroup program is to estaiclish indepencent
local groups capahle of self-sustained management of agricultural
and forestry activities. The specific outputs for the Zone kv the
end of project will te: ‘

‘o Expanded@ Small Farmer Development Program with
aoproxlmatelv 30 new qroups, makinag a total of about
5% groups 1n the Zone.

‘o Estaklishment of several pilot fmall Farmer
hAssociations as second generation SFLCF's with
autonomous local mangement.

0 Expanded local user groups for livestock, forestrv,
irrigation., and women in developmen* as enumerated
under fke technical component :

o] Estahlished several pilot model’Panchayat managenent
demonstrations focusing of stronag local user groups
integrated within the Panchayat framework for improved
resource management and local revenue generation for
development.

(2) Precgram Description

The RCP will continue A.I.D. support for expanding and improving
group organization and operation in the Rapti Zone. In supporting
the continued. expansion of the SFEP, assistance will follow the
geographic focus of the Rapti Project on high production potential
areas. Althoudh the intent of the SFDP expansion is to make its
programs availahle to all farmers in the geographicallv-targete?
areas,; a primary criterion for the establishment of new nro-ects
will be their potential fer viability.

There are currently 23 SFDP projects in operation in the Zone. and
two more are lkeing started this vear. Of these, 3 already meet the
criteria for economic viahility and others are near to this target
(See the Local Croup Analysis for detail). RDP prodections include
the setting up of approximatelv one SFDP per district per vear over
a six year period.  This wculd mean that abtout 30 additional arouns
will ke established under FLP.

In providinag continued support to the development of CFDP, USATD's
approach will focus on assisting the SFDP groups *o progarecs ‘owarnd
full self-sufficiency. In pursuing this aporoachk, however, it
should be realized that. civen the development level of small
farmers in rural Wepal, this is a long-term process that must evolve
and must he hrased on the efforts of the aroup memkers *remselves.
rather than ke designecd and impcsed frcm any other source.
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For this reason, the approach of PDP will he to continrue support fer
the expansicn of the program and. in addition- supoort the
“evelopment of pilot SFDP groups in order to test tkeir ahilitv to
move on to new levels of groun activity and self-reliance. This
also revaires suppoort for training proagrams related to hoth the
ongoing and the pileot projects. To this end. support will ke
provided for ley personnel to ohktain the training and orientation
they need to give strong leadership tc all elements of the proaram.

To support the organization and operation of other user qroups (i.e.
forest committees, livestock groups, irrigation groups, women's
groups ) the RPP will provide assistance throuah the relevant
technical components. 1In additicn, RDP will have a pilot activity
to improve Village Panchayat manacement, focused on the functions of
user groups within the Panchayat structure. This pilot activity
will attempt to cavelop self-custaining users groups that can serve
as hoth continuing instruments for development and as a means of -
reducing recurrent project costs. The apprcach will be similar to
that proposed for SFDFP groups. User groups can he self-sustaining
and, to the extent that self-sustaining groups can take charge of =
such activities as rural works maintenance, forestry management,
seed production; und irrigation, recurrent project expenditures for -
these items can be reduced. The focus of this activity on the
Villade Panchayat is important since the Panchayat provides the
local government framewerk for operation of these groups. The
Panchayat could also be a potential harrier and block the evolution
of these groups to self-sufficiency if their evolution is not
properly formulated. Often the contributions of "users committees"”
at the Panchayat level, and what is often identified as "local
participation," are looked upon in terms of the members rroviding
lakor for specific proiects rather than any substantive involvement
in planning and decisionmaking. If user groups are given
responsibilities for specific functions, such as forest management,
they must also be given the authority and means to exercise these
responsibilities. - PR

An important first step is educating leaders of the Panchayvat to the
potential of group management. If local leaders can be shown that
devolving real authority and providing a small amount.of initial
resources to users groups will result in income-generation for hoth
the group and the Panchayat, they will likely become supporters of
group efforts. BAdditional benefits to the Panchayat leadership will
come from the prestice of having successfully operating programs for
forestry and other community development activities.

As with the proposed SFDP programs. this would be an experimental
activity and will be undertaken only if the initial Panchavat survey
determines that there is sufficient interest and potential for th¢
pregram to be successful. If the potential is present, this '
assistance provided to users groups can be an important key to
sustained development through local grassroots organizations.
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b. Private Enterorise

(1) Cbﬁective

The otijective of this program is to stimulate the development of
micro and small enterprises to prowvide inputs, storage and
processing, marketing and related services for agricultural and
forestry development in the Rapti Zone. The specific outputs for
the Zone by the 2nd of prodiect will be:

o] Established a Private Enterprise Unit (PEU) in
Tulsipur (using the base provided by the Phase I
Approprlate Technology Unit) that has prepared
approximately 50 feasikility studies for local small
scale private enterprises.

o Created approkimatélvlzs new small enterprises bhased
on feasikility studies prepared by PEU.H,

o  Created approx1mately 1,000 new household and micro
enterprises involving nurseries, cereal and vegetable
seeds, feed production, and other small scale
production and processing through assistance under the
technical components.

(2) Frogram Description

The KDP will encourage the development of private enterprises in
numerous agricultural and forestry supply, processing and marketing
areas. In the Phase I Rapti Project, an Arpropriate Technology Unit
(ATU) was established under the Agricultural Development Bank in
Tulsipur. The ATU Las proven to be a very successful model for
testing and disseminating new technoloqgy in the Zone. It has also
demonstrated potential as a model for encouraging private sector
development. The ATU has prepared feasibility reports and assisted
with financing for the installation of 57 improved water turhines
for grinding and milling cereals .and oilseeds, of 127 biogas plants,
of 34 diesel-powered shallow tubwells, 13 handpowered rowerpumps.
605 improved stoves, and 411 metal seed storage .hins, and has helped
establish several workshops that produce, install and maintain
stoves, kiogas plants, tubewells, metal .storage bins, etc. With a
slight modification of orientation ~nd of staffing ATU can ke an
even more important caflvst for stlmulatlnq prlvate sector
development in Rapti. . _ :

The RDP will assist the ADP to make the necessary adiustments for
the ATU to become a more effective private enterprise develooment
unit. A preliminary assessment of the local private sector
development potential and a preliminary definition ofthe nature and
scope of future PEU operations has been undertaken by a U.S. Private
Voluntary Agency in November..198¢. This assessment..has made
important recommendations which will serve as the basis for
modifications to be made to establish the PEU and for RDP fundinag in
support of PEU activities.
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A chief constraint to private investment in Rapti (and indeed for
Nepal) for many adro-based ventures is that India has the same
agricultural raw materials or access to them. and, because of a
superior industrial base, can in many instances process these
agricultural products and transport them to Rapti more economically
than they can be produced in Rapti. Thus, the first step in a
program to encourage private investment in Rapti will be to
determine the relative comparative advantages Rapti has in terms of
production costs and market access for possikle small-scale
agro-based enterprises. The kinds of irvestments likely to be
identified include: the production and marketing of cereal and
vegetable seeds and of fodder and fruit tree seedlings; the
marketing of chemical fertilizers. farm tools and equipment, and
veterinary products; the breeding of improved livestock; and
processing of various agricultural products such as ginger, chuiri,
- mustard, honey, dried and canned fruits and vegetables, leather
pr-ducts, and timber for pulp and paper, plywood, furniture making;
etc. '

The second step will be to establish a forum for discussion of
potential investment ventures with interested entrepreneurs. For
this ‘a private sector development working group is proposed to be
established in Rapti. This group, under the chairmanship of the
Zonal ADB Manager in Tulsipur, will include representatives of the
commercial banks and the PCO, several local government leacders, and
several prominent local entrepreneurs who will represent local
business groups in Rapti. The Manager of the PEU will be the
Secretary for this working group. The working group will meet
monthly to discuss new ideas. the constraints to private sector
development, and the status of specific new ventures.

5. District Institutional Development

(1) Objective

The objective of the district institutional development .component is
to improve the planning, budgeting, implementation and coordination
of agricultural, livestock and forestry programs in each of the five
districts of Rapti Zone. The specific outputs for the Zone by the
end of project will be: ' '

©  Improved operation of the Local Development Cffice for
planning, coordinating and monitoring development
programs for the District Panchayat Secretariat;

o Improved management of District and Village Panchayats
in analyzing needs, assessing resources and managing
local development as exhibited through implementation
of rural works, aaricultural, livestock and forestry
programs;

o Established Women in Development program that has -
effectively increased training and production
opportunities for women in agriculture, livestock and
forestry activities; and, -



© . Constructed through local user groups ahout 20 steel
bridges and rehabllltateﬂ approrlmatelv 2,500 hectares
of 1rr1qatlon

(2) Proqram'Descriotion“

The RDP strategy is to strengthen existing institutional -mechanisms
for local development. Decentralization has estakrlished a process
for the formulation of annual multi~sectoral plans at the Village -
and District Panchayat levels on which sectoral and national
periodic plans are to ke based. The emphasis of the present
decentralization effort is on using existing institutions to create
a new set of roles and relationships to support local development.
At the district level, the District Panchayat Secretariat has heen
expanded to include all the sectoral line agencies, including
parastatal organizations, concerned with development. These offices
now function as integral sections of the Secretariat under some
administrative control and supervision by the District Panchavat.
According to the Act, the MPLD is responsihkle for coordination of
inter-sectoral activities through the Local Developmen* Officer
(LDO) , who also serves as Secretary to the Cistrict Panchayat
Secretariat. He is in charge of the local plannlnq, bhudgeting and
1mplementat10n process.

The Project accepts these existing GON institutional mechanisms as
the framework for project implementation and will use them as
effectively as p0591b1e to achieve project okiectives. This
strategy prescribes a proaram of institutional support to the IDO,
technical and managerlal support to the involved line agencies, and
development management training support to District and Village
Panchayats. CSuccessful implementation of the program will recuire
effective linking of Panchayat and District level planning and
effective coordination of production services and programs in each
District.

RDP assistance for district institutioral development will be in
four areas: 1) district planning and coordination: 2) women in
development; 3) local rural works; and, 4) roads maintenance.
Activities in each of these areas are hriefly descrihed helow.
Detailed program descriptions are in the Aéministrative Analvsis.

For district planning and cocrdination, RDP will provide assistance
for five activities. First, RDP will help to-increase the
efficiency of the Loc¢al Development Office by providing technical
and management training for members of the District Panchavat
Secretariat. Second, using the Panchayat® Resource Inventories as a
base, RDP will provide support 'to the district offices for
maintaining and updating.the PRI and for training to gain support
for the concepts and use of such a data base. " Third. RDP will
provide tralnlng to help District Panchayat memhers to improve their
skills in plannlna and administretion. Fourth, RDP will provide
support to assist the Dlstrlct Revenue offlces to 1dent1fv ways of



increasing their efficiency ané possibly expanding revenues
collection. Related assistance, as discussed above, will be
provided to a few selected pilot Panchayats to improve the
efficiency of user groups and local revenue management. Fifth, RDP
" will work with the District Treasury personnel and line agencies to
improve financial flows and accounting for project activities.

For women in development activities, the existing proaram will be
expanded from the present 8 Panchayats to operate in approximately
50 Panchayats {about 10 in each district). RDP efforts will focus
on involving women in agricultural, livestock, and forestry programs
and in related local group and private sector activities. Levels of
women participants will be set for project assisted training and
women's group activities will be supported under the SFDP, forestry.,
and livestock groups.

For the district rural works activities, RDP will focus on
assistance to Panchayats and lccal groups for upgrading and
maintaining the local transportation network (secondary roads,
trails and bridges) and for improving existing farmer managed
irrigation schemes. "The project strategy is to focus these
activities in areas complementary of the agricultural and forestry
focus of the Project and to design and implement projects in a
manner that will strengthen local management capacity and provide
for better operation and maintenance of rural infrastructure by’
local user groups. Using the lessons from the successful small
farmer irrigation program implemented under Phase. I Rapti Project by
ADR with assistance from CARE/Nepal, this activity will be similarly
implemented through a grant with a Private Voluntary Crganization.

For maintenance of the Rapti roads funded under the Phase I Rapti
Project, RDP will provide limited support through the Department of
Roads for the first three years of the Project. This support is to
bridge the gap until construction of all weather roads begins under
other donor funding. The maintenance support will cover three types
of costs: 1) annual repair of the road surface; 2) major slide
removal; and, 3) preventive maintenance including minor construction.

D. Project Inputs

1. Technical Assistance

The Project will provide approximately 17 person years of long-term
and 62 person months of short-term expatriate-technical,aésistance
and 56 person years of long-term and 75 person months of short-term
Nepali technical assistance through a contract with.a U.S. and
Nepali firm to suppor:i GOMN project implementation under the MPLD
Project Coordinator’s Cffice. This technical assistance will be
directed at providing temporary. project specific assistance to
assist the district implementing agencies. Technical support will
be provided in agriculture, livestock and forestry for field testing
_appropriate technologies, training GON staff and farmes, and
organizing and supporting local groups. Support will also be
provided for defining and organizing local, district and zonal
training seminars; maintairing a strong project monitoring system;
and, operating the local currency financial management system.
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To support the local group and private enterprise preograms an
estimated additional 48 person months of short-term expatriate
technical assistance and and 60 person months of Mepali technical
assistance will be provided under several separate small grants and
contracts. These include: an ordering agreement with a U.S.
cooperative organization to assist the ADR with a pilot program fecr
establishing 1ndependent1v managed small farmer development aroups
at several sites in the Rapti Zone; a small grant to assist the PDR
broaden the Appropriate Technology Unit into a private enterprise
development unit; a contract will a local Nepali firm to oprovide
technlcal’support and training to farmers for-private vegetakle,
horticulture and cash crop development; and, an ordering agreement
with the AID/Washington Decentralized Finance and Management for
Development Project to assist MPLD with pilot program for hetter
operating and maintaining rural works, roads, irrigation and '
community forestry through local user groups..

In addition, during each year of the Project there will be akout 20
Peace Corps Volunteers (PCVs) working with district line agencies to
provide technical support for project field activities. The PCVs
will primarily be assigned at the subcenter level and work with a
GON counterpart to assist local farmer groups. The PCVs will
provide support for agriculture (particularly horticulture),
livestock, forestry, women in development, rural works, and private

enterprise. Peace Corps suppart to the Proiject will be subject to
_the availabkility of volunteers and to Peace Corps /GOM aqreements of
placements.

2. Training

The Project will provide advanced degree trainiing at.the Masters of
. Science level for 12 persons in an Asian country outside Nepal and
degree training at the Rachelors of Science level for 24 persons in
Nepal. To be eligible for this training candidates will have to
have worked with the Project for a least two years. FEmphasis will
be on providing most of this training early in the Project so that
the participants will be able to return to the Rapti Zone and use
their new skills to assist project implementation.

The Project will also provide short-term technical training to
approuimately 27 persons in t+he U.S.. €7 persons in other developing
countries, and 160 persons in lepal. This traininc will be in
technical areas needed for project implementation and include: rural
development management, agriculture, livestock, forestry, soil
conservation. financial management, and engineering disciplines.

3. Comnodities

The Project will provide approximately $475,000 worth of imported
commodities, including approximately 15 vehicles, 2(C motorcvcles,
technical equipment, office ecuipment. anéd other general items.
Foreign procurement under RDP will be conducted by USAID, mostlv
through the technical assistance contractor. Some supplementary
procurement and any reocuired special procurement assistance will he
provided hy the USAID Procurement Cffice.
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Local procurement under PDP will he conducted hy the relevan: COH
implementing agency. This procurement will be identified in the
annual programming and budgeting process and will be financed
through the local currency system, as described under the financial
management plan. Such procurement will te mainly for office
supplies and materials and will not involve & substantial amount of

money.

4. Local Currency Costs

The Project will provide development program costs for GON district
implementing agencies in the Zone. These costs will be for the
identified project programs and go mainly for increased program
costs (training and field level operations). There will he little
increase in GON personnel costs as a result of the Project.. This
operating support will also include some local procurement of
equipment and materials and some minor construction that will be
identified and approved in the annual programs and budgets.

I11. Cost Estimate and Financial Plan

.,A‘ Cost Estimates

Takle 1 presents the project cost estimate and financial plan.
Total project cost is estimated at approximately 27.4 million U.S.
Dollars with A.I.D. bilateral grant funding about 69 percent of the
total and GON local currency funding an estimated 31 percent of the
total. Other Project costs include Peace Corps assistance from
volunteers who will be posted in the Zone during the life of the
Project. Tables 2, 3, and 4 respectively present the detailed cost
kreakdowns of Technical Assistance, Participant Training and
Imported Commodities, and GOM Pagency Operations (local currency).

Table 5 provides a breakdown of financina by project component.

This table summarizes the inputs costs for each major proiect N
component area. Further detail on input/output costing for specific
outputs within each component is provided in the Economic and
Financial Analysis.

The planned A.I.D. obligation schedule and the projection of Project
expenditures by fiscal year are presented in Table 6.

Project cost estimates are presented by BR.I.D. direct costs
(prinarily foreign exchange costs) and by GON agency operating.costs
(local currency costs). A.I.D. direct costs are for goods and
services that USAID will procure directly and provide for the
Project. The GON agency operating costs are for goods and services
that will be provided to the Project hy GCN district agencies in the
Rapti Zone. The funding of these costs through the GON budoet
system is briefly described bhelow and is presented in detail in the
Financial Fanagement Analysis. Inflation for A.I.D. direct costs
and a contingency on overall A.I.D. funding are included as separate
items on the summary table. Contingencies of 10% for local currency
costs are included in +he budagets for each component, but are not
shown on the summarv table.
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Technical assistance cost estimates are based on actual costs from
the Phase I Rapti Project. Technical -assistance will Dbe provided
through the Project Coordinator's Cffice in Tulsipur under a 2.I.D.
direct contract. This contract will include a.U.S. and Nepalese
firm in either a joint or subcontracting arrangement. The
contractor's role and relationships within the Proiject and the
Contracting Plan are presented below in the Implementation and
Procurement Plan, respectively. 1In addition, some support for local
group and private sector development will te provided separately
from the main contract by private voluntary organizations and local

contractors. '

Participant training and commodity costs are likewise bhased on
actual Phase I costs with a consideration for cost escalation. .The
elements of participant training and commodity procurement are
provided in the Training and Procurement Plans, below.

Budget estimates for local currency costs are hased on unit output
costs for each of the techrical programs that were derived from
expenditures under the Phase I Papti Project. T ese unit output
costs were multiplied by the planned outputs presented in the
technical analyses to get total cost estimates for each project
component. A.I.D. and GON local currency costs were calculated on a
percentage basis. ' For the line agency agricultural, livestock,
forestry and soil conservation programs, all development budget.
costs were included as prodject costs and the initial funding
percentage calculated at 50% A.I.D. ané 50% GCN. For the two
corporations, AIC and ADE, A.I.D. will initially provide 75% of
program costs and the GON 25%. The A.I.D. percentage is higher
because administrative costs of these corporations for general
personnel are budgeted separately under the general development
budget and will not be part of project fundina. For the local.
development program and the prcject support office under MPLD:
A.I.D. will initially fund 75% of project costs. General costs
under the development budget for the LDO and DTC offices will not be
included as project costs. :

Initial overall A.I.C. funding will ke for approximately 60% of the
project local costs. This percentage will be reduced gradually
starting in the fifth year of the Project (as shown in Tabkle 4), so
that by the end of the Project overall local currency funding will
be approximately 50% A.I.D. and 50% GON.

B. Financial Management Plan. :

1

1. A.I.D. Direct Cos*ts

The management cf A.I.D. costs under the Project will follow A.I.D.
standard regulations and USRAID operating policy for project .
management. Within the prescriptions of the Project Agreement, the
earmarking of these funds will done through Proiect Implementation
Letters (PIL) signed bty USAID and countersigned by GON.
representatives. Administrative reservation for specific purposes
will be done under the PIL by Prciect Implementation Crders.



-33-

lable | - Sumnzry bregect Cost Eetimate
---------------------------------------- {0ts U.5.8)

tear | Year 7 vear 1 vear 4 tear 5 Year & VYear 7 Year B Totai

-, - - mm - ———— —————a —————— ———-— cm e - —— -

R. Technical 6 :iztance 477 572 77 587 b2t o7 3%0 200 3,944
bo Lozz) roosPoivite Aoeygl, 328 K 7 2°H i 118 &0 0 1,028
C. Bvaluetion. Sprosal Studiee i 55 13 30 G 3¢ 130 20 442
b. Farticipart frarping £28 190 P 175 145 95 50 v 1,000
£, tanovted Coenzéptyee BS 20 25 JEQ 23 5 H40 0 4%
Footens] Lerrense - 60000, 1,247 HIREY) 148" 1,445 PSS T 1 uas A 274 b,612
6. Los! Jarr, €% ropne, By, = F { I3 124 €7 23 216 282 Bo 1,187
ho Cectingenzy (g 184 29% 225 248 1£4 146 104 19 1,30¢

Sebtntat 210 Suapar e e L e s o e T 18,0
Ho lotal Lerrenty - BON B1< 97 952 EEOLISS 02 135 10 g3

----—-----~,-_--.----___--_-----_-.--___--___---_--_----------------_----__-------_-----------------.--------. ........



-34-

Table 2 - Technical Assistance Cost Estipate
--------------------------------------------- 1003°s ,5.2)

Yea: 1 Year 7 Year 3 Ypar o Year 5 Year & Yaar 7 Year g Toltai

I, Assislance L Project Coordinator’s Difica

f. U.S. Firn I35 455 250 M5 454 375 253 19 2,894
1. U.S. Personnei--Long Tera 60 115 15 i3 115 ) 45 0 be
¢ U.5, Personnel--Shart Ters 40 30 30 3o S0 0 50 30 3o
3. Dverkead Bé 19 119 1 123 8¢ 33 S 7:2
¢, Travel and Yransportation 52 M M 83 13 57 §] i3 Lo
3, Allcwances £ 4% &9 49 73 N 3t 5 iy
6, Other Direct Cozts 28 2% 31 26 25 28 20 ig
7. Fze 1§ 2 23 2] 2 ) 13 4 149
b Hepali Firn 123 127 127 122 e 142 '\ 122 ik
i meral: Verzannel-~lorg terg &2 &h L0 70 i " 10 ol o
2, Kepali Fersiane!--Snort Ters i b b 7 7 ) q 4 4
3. Qverkeae 15 18 16 18 18 1§ 18 S 1.7
Lo Travid and Trareporiat.on 4 4 é 4 4 4 $ ) 2
S. Altowarces 12 14 jé I 1 e : Y )5
b. Dther Direct Crsts 20 20 20 ¢ o N “ 24 140
7. Fee b 7 7 7 7 7 7 : ue
WIAL P35 Cmissagy et 477 &2 577 3E? 428 317 Jeq POl 1,748

A. SDE/SFDP Lpral Broups 0 97 92 83 92 0 ¢ 3 359
B, ALB/PEY Private tnterprise 213 48 158 &0 £ 0 0 829
C. Panchavat harageaent 0 50 S0 3 5¢ f0 .0 2 303
L. Korticuiture Davelgnaer: 75 75 75 78 75 75 =4 0} i
TOTRL PRIVATE php LOCEL gRDLpC 33§ 56% 1 275 o77 115 & B 1,82
111, Gther ’:s1stance
n Project Evaluztyan ( 0 g7 0 ] ) P 0 {20
3. National Ceordimaticn 20 S 20 0 0 20 K 2 155
€. Kooy 0 ¢ 0 J 0 0 % ¢ 2
B, Geeciel Studies P 20 10 N 10 ¢ Ry 0 i1
TGTAL GiHE* ASSISTANCE DL 3S 13 3¢ 3¢ B 130 2w 443
LF1 T e o 545 853 I,¢8n 89¢ §13 a6? 4 22¢ t,217



-35-
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2. Local Currency Costs

The management of A.I.D. and GON local currency costs under the
Project will follow the local currency management procedures already
in use for the Phase I Rapti Project with certain modifications as
recommended by the Financial Management Analysis.

The Financial Management Analysis analyzed three aspects of project
financial management: the budget formulation process, the budget
release procedures, and the reimbursement process. The three
segments are interrelated and problems in one area can and do have
an impact on. others. The general conclusion was that GON financial
rules that govern these processes and procedures are strict and
rigid, and it is the inability of the district line agencies to
perform their duties within these rules that causes the most
difficult financial management problems. This is particularly true
with GCN budget release procedures.

The major recommendations of the analysis are for improvements in
the GON budget release system. These are first, to reorganize the
Financial Management Unit under the PCO, and second, to provide a
concerted training effort including three distinct but related
training programs for the district line agency accountants, for the
district officers incharge, and for the reimbursement section staff
in the Financial Management Unit of the PCO.

A general recommendation is that greater financial management
responsibility be decentralized to the District Treasuries. The
present system centralizes authority for financial review and kudget
release in Kathmandu in the Office of the Controller General. ' This
centralized system has proven to he very rigid, very time consuming
for project managers, and incompatihle with GON decentralization
efforts. The RDP will help to strengthen the District Treasury
Offices. These offices recuire greater authority to release funds
ané resolve accounting problems. .

Another recuirement for the smooth operation of the local currency
system is that new local accounts be started for RDP. The grant
agreement will reguire the GON to agree that new local currency
accounts be opened with the start of the Project. The OCG may not
withhold budget releases for RDP because of outstanding advances and
audit objections from earlier vears. '

IV. Implementation Plan

A. Implementation Plan and Schedule

The life of project will be somewhat greater than eight vears from
the signing of the Project Agreement to the Proiject Rssistance

Completion Date of July 31, 1995. This will permit the Prodect to
run for eight Nepali fiscal years (which begin in mid-July), and to
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cover the entire period of the.Eighth Five-Year Plan. This timing
will facilitate continued collaborative monitoring, review and
readjustment of project assistance hy USAID and GCN during the life
of proiject. S

. As the Proiect Fuilds upon the experience and implementation
mechanisms of the Phase I Rapti Project, no special administrative
structures or policies are recuired for project implementation. The
annual planning and budageting process will follow GCY procedures
established by the Decentralization Act and Ey-Laws. and the local
currency budget release and dishursement process will follow
established GON procedures. Similarly, USAID already has
established project management systems from the Phase I Rapti

- Project that will ke used for RDP.

1. GON Project Management

For the GOM, the Ministry of Panchayat and Local Developmen* will ke
the lead agency for the Proiect. MPLD will assure national level
Project coordination: through policy level review which it will
direct as Secretary for the GON Inter-FMinisterial Intearated Pural
Development Board; through semi-annual meetings of the PDP Steering
Committee to review progress, provide quidelines and review
allocations., and approve annual programs; and. through direct
contacts with other ministries on proiect specific matters. The
MPLD will also provide technical direction and support for district
level project implementation through its Project Coordinator's
Office in Tulsipur. The MPLD District Cffices (i.e. IDOs) will he
the district level coordinating offices for the Project in keeping
with GON policy. Table 7 presents the crganizational structure of
the Prcject. :
Since the Prodect will use existina GON administrative structure and
policy and will build on the institu*ional hrase estahlished bv the
Phase I Rapti Proiect, very few new GON personnel will te recuired
over the life of project. BAs presented in the recurrent cost
analysis of the Economic Analyesis; it is ‘expected that COM district
.agency staff will only ke increased bv approximatelv 55 positions
above the existing approved level; this is only an 9 percent*
increase. If the staff of the Project Coordinator's Cffice is
included. the overall effect will be only a 5 percent increase staff
since the streamlined PCC will have arprorimatelvy 50 employees, a
reduction of 25 from the level in the Phase I Rapti Proiect.

The Project Coordinator's Office in Tulsipur will be headed by an
MPLD Officer who will he the GCN Prcject Coordinator. The Proiect
Coordinator's Office will provide proiect implementation support to
the LDO offices, the District Treasury Cffices, and the district
offices of agriculture, livestock, forestry. and soil ronservation.
This support will include* technical supbport; traininag support.
financial management, and project monitorina. The organization
chart of the PCO is shown in Table f and detail on the structure and
operation of the PCO is provided in the Administrative Analysis.
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2. USAID Pro-iect lianagement

For USAID, project management will »e handled by the Agricultural
and Pural Develcpment Office. 2 U.S. Direct Hire will he the
Project Cfficer with overall responsihility for RDP. FKe will he
assisted by four MNepali Cfficers who will he iAssistant Project
Managers for specific components and support areas of the Proiect
and kv ar administretive and secretarial support unit. US2AID will
provide technical assistance, participant training, and commodities
for the Project as presented bhelow; will monitor project performance
with the GON through the comtined MEU as presented in the lMonitoring
.Plan; and. will participate in the annual hudgeting, programming and
review ‘processes.

y
2 USAID Preject Committee has heen established to provide review,
policy quidance and implementation support within USAID for RDP.
The USAID Office of Firancial lanagement will provide financial
management for disbursement of USAID funds directly and through a
local currencv worlking capital system with the Ministrv of Finance.
The USAID Office of Administrative Management will provide support
for contracting and procurement. Participant treining and general
implementation support will come from the Proiect Develonment and
Implementation Support Cffice and program and budget coordination
within USAID will be provided bv the Program Cffice.

3. ITmplementation Plan

2 general schema of implementation inputs and outputs is presented
in Tahle 9. The methods cf implementation for each project element
are summarized in Takle 10, AID Methods of Tmplementation and
Financinag, and in Table 11l. Summarv of the AID Pavment Process.

The annusl planning and rudgeting process will follow GON procedures
estaklished by the Decentralization Act and By-Laws, and the local
currency -hudget release and dislursement process will follow
established GQ! procedures. The maijor steps of these processes, and
the related Proiject monitering and review steps are presented in the
Administrative RAnalysis. For project management the major steps in
the annual cycle are:

-= preparation of »udget demand schedules and documentation
- for release of local currency budgets each trimester;

-- providing to districts (feptember) of national program
quidance and bucdget ceilinas for planning of next year
program for each proiect component;

- updating of Panchayat Resource Inventories with LDO
(Cctober /November) for use in making intra-district
resource projections and allocations;
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Table 9
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Table 10
RID Kethuds of Ispieaentaticn and Financing
Type of Contrator fiethod of Method of Approxirate
hssistance e brantee Iapleaentation Finanting Aaount

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

A, Asst, tp PCO U.Si% Nepall Fire  AID Direct Contract Direct Pay 3,944,000
B. Kat, Ccordination Nepali PSE AlD Direct Contract Direct Fay 155,000
C. Special Studies Nepali Fira: AL Direct Contract Direct Pay 250,000

Subtctal Tech. fssistance 4,391,000

I, Lotal 6rour/Frivate Ascistance

K. Local Broups ADE/SED® 11,5, 4D AlD Froaras Grant Direct Pay 363,000
C. Private Enterpr, ADF .S, PVD A1D Frogran brant Lirect Pay 639,000
D. Pnichayet Mot. AID/K Proj. Buy-in AID Ordecing hget, [irect Pay 300,000
E. Horticulture Dev, kepali Sira RID Direct Contract Direct Pay 900,000

Subtotal Local Broup/Private 1,823,000

1, Trainac

A, U.5, Training U.S. Universit  Plazed by SLI/IT Direct Pay - 200,000
B. Third-Country TC Univer. or Inst, TC USAIL biract irect Pay 635,000
€. In-Country Degree Kezal University  USAID Direct Direct Pay 143,000
D. In-Country Werkshops  Local Firas/indiv, ily EOH &gencies Local Curr. Systes (,250,000

Subtotsl Training 2,250,000

111, Cosend:ties

A Imported Coseodites  U.S. TA Contractor Contract Direct Pay 340,000
B. Local Taported Cossod, USALD Frocurement rurchase Order Direct Pay 75,000
C. Local Coreodities U.E. 1# Contractor Contract Direct Pay 60,000
D, Local Coneodities l.oczl Yendor: Ey BON Agencies Lezal Cure, Systes 350,000

Subtota) Coasodities 825,000

IV, Lecal Currency Develcpaent Prograns

h. Frograe Support BOK Dist, Aoencies 60N Standard Proc, Local Curr, Systes 6,263,000
B, Rural Xorks - LS PYO AR Progras Erant _ Direc{ Pay 750,000
Subtotal Developeent Progran Support 7,013,000
Y, AlD Contitoencies 2,483,000
Froject Tata) 18,€00,000

............................................................................................................
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Table 11
SUMMARY OF A1D PAYMENT PROCESS
AND
FINANCIAL REVIEW OF PROJECT IMPLEMENTATION

Type of Method of Method of Pre-Fayment Post-Payment Audit ARID Comments
Assistance Implementation Payment Review Review lnternal
Control T
Technical Assistance: For-profit Direct pbay PO-ACC N/A IG Good to For services
Direct Contract Contractor Excellent performed in
fireld, rrojnct
Officer shoulq
have good basis
fer voucher
approval.
Procurement: For-profit Direct Pay PO-ACO KN/A IG Good Full Mission
Direct Contract Contractor revies ot
contract
charges.
Training: For-profit Direct Pbay PO-ACO H/A s Good Full Misszion
Direct Contract Contractor review Gf
contranct charyes.
Construction: For-profit Direct Pay PO- ACO N/A 16 Good Full Missicn
Direct Contract review of
contract charges,
Misc. Grants: For-profit Direct pay PO-FM /A I1G Good -
Host Country
Contract
Note: PO Project Office
ACO - Area Contracting Office
1G Inspector General

M

Financial Mana

gement Office
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-- clearing advances and reqularizing audit ohiections at the
end of each trimester in order to maintain a coentinuous
flow of local currencv resources;:

- preparation and processing of reimbursement documentation
to maintain working capital fund for the Project.  with the
Ministry of Finance;

-= review of prior vear performance and setting of next year
project targets and budgets by project management with
district line agencies in Novemhrer/December ;

-- approval of District Development Plan hy District Panchayat
ana District Essemblv in January;

~-- review ané final approval of proarams and budaets at
" natioral level in May/June.

These annual preiect implementation actions have not heen included
in the estimated timetabhle of implementation actiors presented
below, since they are part of an annual recur:ing.cycle.

For the implementation of the RDP the major implementation actions,
(part from the annual budgeting, programing, and review actiong
presented above), the responsible party, and the estimated timing
are presented in the following timetahle.

Implementation Actionp -, " Responsihle Party, . . Timina.
PP Authorized USAID ~ March 1987
Grant Agreement Signed USAID & MOF March 1987
‘Technical Assistance TORs : USAID & MPLD -March 1987
Completed and PIC/T drafted '
Initial Conditions Precedent Met GON : Aprifhl§87
Issuing of First Proiect Imple- CSAID & GCMN April 1987
mentation Letter oo - .
Reauest for Technical Proposals USAID--AID/V Aprii 1987
Issued v
Technical Propocals Received USAID July ]l°87

and Evaluated

Project and Workplan and Pudget GO & USAID June-July 1987
Approved for NFY 2044/04%

Technical Assistance Contract UsAID Octaobher 10687
Signed
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First Annual Program Starts for
NFY 2044/045 Proqgrams

Arrival of Chief 6f Party and
Long-term Advisors -

Negotiation of Local Contract
for Horticulture Program

Negotiation of Grants for SFDP "
and PEU Support to ADB

Completion and Approval by USAID

*GON -

and GON of Contractor Workplan_

Setting up of PrOJect
Monitoring and Evaluatlon
Unit (MEU)

Completlon and Approval of
Agro-Forestry Plans

Completion and Approval of
Production Systems Demon-
stration Plan

Approval of Project and Workplan
and Budget for NFY 2045/046

Approval of Proiject and Workplan
and Budget for NFY 2046/047

First Project Evaluation/Audit

Preparation of GON Eighth
Five-Yeédr Plan

Project Revised Based on
Evaluation and GON Five-Year
Plan

Approval of Project and Workplan
and Budget for NFY 2046/047

Approval of Proiject and Workplan
and Budget for NFY 2047/048

- Contractor
USAID
v .
USAID; ADB
Contractor
USAID; GON
Contractor:
USAID: GON
Contractor
USAID; GON

GON & USAID
GCM & USAID

Outside Contractor

GON

USAID; GON

GOM & USAID

GCN & USAID

July

Oct./Nov.

Cctober

July-Nov.

December

December

Fehruary

May

\ -

~June

June

January

March

June

June-

June

1987
1987
1987
1987
1987

1987

1988

1988

19e8

1989

1990
" 19ap

1890
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Approval of Project and Workplan GON & USAID June 1992
and Budget for EFY 204%/049

Approval of Project and Workplan GON & USAID June 1993
and Budget for NFY 2043/050

Second Project Evaluation/Audit  Outside Contractor November 1993

Approval of Prcject and Workplan GON & USAID June 1994
and Budget for NFY 2050/051

Project Assistance Completion Date July 31, 1995

B. Procurement Plan

1. Technical Assistance

The major contract will be with a U.S. firm in combination (either
joint venture or subcontract) with a Nepali firm for providing
technical assistance to the GON for project implementation. The
contractor will provide advisors and technical support to the
district implementing agencies through the Project Coordinator's
Office. 1In addition to this major contract, some technical
assistance to basically nongoverrmental project activities (i.e.
local groups and private enterprise) will be provided by several
grants with Private Voluntary Organizations, and contracts with
local Nepali firms. An illustrative plan for the types and Jduration
of technical assistance to be provided is presented in Table 12,
Technical Assistance Plan.

For the major technical assistance contract, A.I.D. will contract
directly for the required services following U.S. Government Federal
Acguisition Regulations. The contract will be a cost reimbursable
type contract for technical services. Because of the nature of the
Project, the wide range and specialized type of technical services
required, and the difficulty of staffing and implementing proiects
in remote areas of Nepal, USAID has concluded that the Proiject is
not suitable for a set-aside, neither as a small business nor
minority contract. Full and open competition will be utilized to
select the best gualified contractor capable of providing the
technical advisors, consultants, and support services needed for
effective field implementation of this large and complex project.
Small businesses and women or minority-owned firms will be
encouraged to offer proposals for this contract individually or in
association with other firms.

It is planned that contract evaluation will be done in Kathmandu by
USAID in cooperation with the GON. Contract negotiations will done
in AID/Washington, since it appears that a Regional Contracting
Officer will not be available for negotiating the contract in
Kathmandvu.
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INustrative Technical Assystance Plan

Table 12:

L Y Y
-----------.--.-.-------------------.—---------.------.--—------.----

Person

Year 5 ear 8 1¥ear 7 Wear 8 ears
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Moritoring Advisor -- Fertilizer Supply-

Total Expatriate Technical Assistance
‘Senjor Manager (Katheandy)
Agricultural Extension Advisor
‘Livestock Extensica Agvisor

Connunity Ferestry ddvisor

tAgro-Forvstry Advisor

!
1
t

8.0}

:--.---.:--a-;:-
YTy PR |
| ' )

R S
! ! -
S J

]
]
(]

Training Advisor
Agro-Forestry Advisor
onputer Data Analyst

-

Total Nepali Technical Assictance-



Host country contractinag was considered and determined not to be
appropriate for this contract. MPLD has not done this type of
contract with a U.S. firm, and prefecrs to have A.I.D. assume
administrative responsikilities fcr the contract. The GCMN will,
however, review and provide clearance prior to the arrival in Nepal
of all the kev cortractor personnel.

The techrical assistance contractor will provide technical
assistance for projest imnlementation through the PCO. Contractor
emplevees will he givep offices in the PCO and will be under the
appropriate FCO Division Chief and under the overall technical
direction of tre Project Coordinator. If space is available, the
contractor will also ke aiven an office in the PCO for its
administrative support staff. Bousing facilities in the PCO will
not he sufficient for lodging all contractor emplovees. The
contractor will need to rent some housing in Tulsipur.

To support the io0cal group and private enterprise programs several
separate small grants and contracts are planned. These are:

a) a grant to a Private Vcluntary Organization to provide
technical support to the Agricultural Development Bank for
kFroadening the Appropriate Technology Unit into a private enterprise
development unit;

r) a grant to a Private Voluntary Organization to provide
technical support to MPID and ADP for implementation of the rural
vorks bridages and irrigation program.

c) & contract with a local Nepali firm to provide technical
suppoirt end training to farmers for private vegetable, horticulture
and cash crop development in the Rapti Zone;

d) an orcering agreesment from ar AID/Washington oroject to
provide consuitants from z U.S. bhased cooperative organization to
the Agricultural Development Bank for developing and implementing a
pilot program for estaklishing independently managed small farmer
Cevelopment groups at several sites in the Rapti Zone;

e) an ordering agreement with the AID/Washington
Decentralized Finance and Management for Development Project to
provide technical suppcst vo MPLD for developina and implementing a
pilot program for hetter operating and maintaining rural works,
irrigation and community forestry hy effectively integrating local
user groups into the Panchavat structure.

All project contractors and grantees will he recuired to prepare
workplans and to submit trimester and annual reports in the format
provided hv AID. Reports will also be submitted for short-term
consultants anc¢ additioral technical reports may be prepared as
appropriate and as aqgreed with USAID and the GON.



----------------------------------------

_52_

-Tfh%f.--n' Hlustrative Feace forps Assistance Flan
' Fosilion ' H ! H H ! { ! iFerson!No,
! iYear 1 lYear 2 iYear 3 IVear 4 IYear S IYear & {Year 7 IYear B IYears iPCvs
e . ... l=meee-. f=omee-- fm==ee-- R ET IO EE s [EECTES |re=eeee fmom—mee [s===ue |===--
1A, Agriculture and Livestock ! i i ] ] ! { { ! !
t* 1. Dang - Production Systees Site JRssEs s oo Jessses oo oo o oo |=e==eee i 8.01 "4
I" 2, Dang - Technical Resource Center | ! lemeenean fo==r=se fmemeeea |==ameaa |=m=eme I==e====) 4,0 | 3
I" 3. Pyuthan - Praduction Systeas:Site | J [EELECEs f==m=--- jm=e-=en EELLEES {=emeeee {=s=eeee J (00, 8
I 4 Salyan - Production- Systess Sitp I-----~-!-------!---~---.‘-~-----I-------#-------l-"----! ------- i 8.0 4
! 4, Rolpa - Horticul ture it i-------:-------:--—-----:----»--!-------!------i‘ HO0H 8
i 5. Rutun - Horticulture/Musikot Farg 1 j=e===an (R E T R im=====- {==eeeee HREET TN § I 601 3
i== Subtotal Agriculture and Livestock --1 2\ b Of 6! 6! b1 61 140,01 20
| H ' 1 ' ' | | | ! '
{B. Forestry . | : : : : ! ] | ! e
1. Ding - Conninity Forestry RELEETE (Zeccecs |ss=ecce Hemeeer jes=ssse foe===ee {m==eeee [=s=eea- HUBVOS S

2. Dang - faro-Forestry - ! ! fomemees RCTCEE HEEEEEEs Rty o L ) 2 !
¢ 3. Pyuthan - Ccanunaty Forestey j=m===e- EELETEES EEEEEEE EREETED RATTCEE R TET fmmm=eme {=mmenee (P T OF I
4 Selyan - Coergaity forestry === o | SN Tmtlmmeeme ey B.et
I 5. Rolpa - Coreurity Forestry AT HEEEEE jm===-=-- RS ELE AL ECEE 1====ee- (RLEET {=ee—-- I 8.01 4
+ & Rulus - Cousunity Forestry I-----_--:-------:-------I------—I-"----.'----—--E-------I-------I 8.0 1 4
i== Subtolal for Forestry -- PR S SR o ' S T R SR il 5L g g
! H i i ' ] ! ! | ! 1 i
iC, tocal Development Dffjce i H ! i 4 | | | { ! !
i 1. Dang - D10 Rura) Enaineering {==mone- mec=scs ' i ] ] | ! (2 O R 1|
i 2, Dang - Planning & Data nialysis ! | feeenes R e EEEETee | ! 1 O s 78
i3, Dang - Nzeen g Develcpaent {mo==e-e FASXLTE RAEEEEE LT EEE ! ' ! ! A0l 7
i 4 Pyuthan -DI0 Fyral Engineering ! | ! ' P (REELLEE jm=s=mee lae=---- i NHOE
i 3. Pyuthan - Flannim | Dats Analysis | ' i | ' i {esspsss o {2V 0R LR I
i b, Pyuthan - Wosen ip Pevelopaent Faiiay o] ! ! =mmee ==meeme oo |===-- =100
' 1. Salyan - D10 Rura Engineering i=e==ene JEScasss ! ! i ' ! ! 12,0005 R0
‘8, Salyan.- Planning & Data Analysis | i :—------f---—--~:-------I—-----—:-------.‘-------I 601 1!
i 9. Salyan - Nosen in Developuent {=o===-- {=====-- jmom==e- === fme===me ==eeee j=m=——ee jmmemenn B0 4
i 10, Relpa - DID Rura) Engineering js====-- oo O oot f | I ! 0! 2
i 11, Rolpa - Naaen in Developaent (=scccse jr===-e- Ia==coss fEsssses e fsscess fmemmtonfaean . b0
i 12, Rolpa - Planring ¢ Data Analysis | | ! i | ] fomsmemntomeeo o, 2,00 g
i 13, Rukue - D10 Pura) Engineering RLEEEE immeeeae oo jmem=—-- RCLEEES [RELLLE ! { ) GO0 96
t 14, Rukus - Weaen in Developeent EEETTEE fo===n-- jmmm==ee fmmeeeee RS EETE fo=emees {====cax l==—-- =i 6.0 ¢! "
i== Subtotal for Loca Developeent Off --1- ‘g B B B! B! Bl B | B 164,01 321
! ! ! | ] ! i ! | ! ! !
iD, Agricultural Cevelopaent Rank | ! ! ! ' : | | | ! |
i 1. Dang - Private Enterprise Develop, {=------ fmom === [RALECEE jmmmm—a- {=====ce 1om==aee jm=ee foemana- 5 RO g 2
{1, Pyuthan - Private Enlerprise Devel, ! ! {RRIR IR | HEELEEEE jm===--- 1===n--- {=eeean. I 401 2
+== Subtotal for A9. Development Bank -- ! It [ i | 2k 21 2| 211201 4!
|
J

-—---n-q--;------—-.-.--_-.--_-.--.----.-.-—-----.---..--.--—-----------a---_---.--w-.-.----—-----—-




During each vear of the Project there will ke ahout 20 Peace Corps
Volunteers (PCVs) working with district line agencies to provide
technical support for project field activities. The PCVs will
primarily be assianed at the subcenter level and work with a GN
counterpart to assist local farmer groups. The PCVs will provide
support for agriculture (particularly horticulture), li“estock,
forestry. women in development, rural works, and privat! enterprise.
An illustrative plan for Peace Corps Volunteer Assistarte for the
Project is provided in Table 13.

2. Commodities

Foreign procurement under RDP will be conducted hy USZID, mostly
through the technical assistance contractor who will :ct as
procurement agent for procuring and importing major c)mmodities.
Some supplementary procurement and any reguired special procurement
assistance will be provided hy the USAID Procurement Dffice.

Local procurement under RDP will be conducted by the relevant GON
implementing agency. This procurement will he ident.fied in the
annual programming ané¢ hudgeting process and will be financed
through the local currency system;, as described under the financial
management plan.

The list of eauipment/commodities to be procured unfler the Pro-iect
is provided kelow. The listed items represent the general needs of
the Project over its eight year life span. More exact details and
specifications will he furnished in the Project Implementation
Orders for Commodities (PIO/C's) which will he approved by USAID and
the GON prior to procurement.

Quantity Commodity Unit Cost Total Cost
Motor Vehicles =======—m-mme e e e e ———
15 211 terrain, four wheel 16,000 240,000

drive vehicles, right-hand
drive, diesel powered.

20 Trail motorkikes, rugged 1,500 30,000
all-terrain, 125 cc.
Technical Eouipment —-—-----—=--—----cmm e e e
Cffice ecuipment: including photocopy 70,000

machines, typewriters, small computers,
hand calculators, and other small items



Technical ecuipment: including survey 35,000
equipment, drafting ecuipment, special
agriculture, livestocl and forestrv,
equipment, anc¢ general extension
equipment.

Maintenance eaquipment: including tools, 10,000
spare parts, etc. for maintain offices,
houses, and technical eauipment.

Household Eaquipment

Household ecuipment: refrigerators, gas 20,000
stoves, electric generators, small
appliances, etc.
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The authorized sources of procurement for the Project are Ceoqraphic
Codes 000 (United States) and 941 (Less Developed Free World
Countries) and Nepal. Procurement will be accomplished in accordance
with AID requlations and good commercial practices. As a matter of
procedure PIC/C's will be preparef and avproved by USAID and MPLD for
vehicles and other major imported commodities.

A source origin waiver has heen approved to allow USAID to procure
some items from Ceogranhic Code 935 countries (Developed Free
World). These are items that have a unit price not exceeding
$5,000. The total amount approved for this waiver of source and
origin is $100,000.

Since this Project will continue manv of the activities undertaken
under the Phase I Rapti Project, eaquipment and materials that were
purchased under the Phase I Project and that are still operaticnal
will be retained for use by RDP. UCAID will conduct a thorouqgh
review of the existing ecuipment and agree with the GON on which
items will bhe retaired for use by RDP. This will substantially
reduce the amount of new procurement required, thou }' some repair and
refurbishing of existing ecuipment will re recuired



C. Training Plan

The ROP will involve substantial amounts of hoth: 1) participant
training involving foreign and some in-country training provided
directly by USAID; and, 2) local training involving seminars and
workshops at the zonal, district and suhdistrict level funded under

the local currency budget and supported by project contractors.

An jllustrative participant training plan is presented in Table 14.
The Project will provide for third country academic training at the
Master level for 12 participants, for in-countrv academic training at
the Bachelor of Science level for 24 participants, and for short-term
technical training for 27 persons in the U.S., 67 persons in a
neighboring developing countrv (Third Country), and 160 persons in
special technical training in Nepal. A participant will have to have
worked for a least two years in the Rapti Zone to be eligibkle for
academic training and a least one Year to be eligible for technical
training.

Yominations for project funded participant training will follow the
Same procedures used for the Phase I Rapti Project. Training slots
will be identified in cooperation with the PCO and aqreed to hy USAID
and the GOM each vear in a Project Implementation Letter (PIL) for
Participant Training. Recommendations for nominations will be made
by the relevant district offices and the PCO and sent through the
department to the national level. At the national level the
departments will forward nominations from their ministry to the
Ministry of Finance for official transmittal to USAID. The USAID
project office will monitor and expedite the nomination process and
will review and approve nominations for USAID. Preparation of the
USAID training documentation, placement of participants, processing
for departure and fellow~up after departure will he Fandled USATD.

An illustrative local training nlan is presented in Takle 15. The
training is presented by GON offjce that will be organizing and
implementing the training. The chart aiso identifies which technical
advisors will he responsihle for worling with the implementing
agencies to further define. to organize, and to give the identified
training. Most of the hudgets for this local training will be
planned during the snnual budgeting and programming process and
released through the GON. lowever, some technical support, trainers
and materials for training will be provided by the technical

assistance contractor.
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Planaing, Mandgement, Engrneering

Extension, forticulture, Marketing
Extension, Nutrition, Fodder Prog.
Extension, Managesent, Agro-Corestry

Extension, Managesent

Planning, Hanagesert

Faretne Systems, Ertension
Faraing Systess, Extension
Rgro-Forestry, Extension
Extension, Witerchad Marapesent
Financial Karageent, Accounting
Rural Engineeriny & Lonstructon

Planning, Menageaent
Farsing Systess, Extersion
Farsing Systeas, Extencipn

‘Agro-Forestry, Extens;on

Extensic~, Watersheg Manageaent
Finanzial Maragemsnt, Atcounting
kural Engineering & Lonstruction

In-Country Degree & Techniea)

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

Engineering
Agriculture
Livestock
Forestry
Technital

HFLD
DoA
DLDAN

BSc. Engineering
Certificate or £Sc, Rgriculture
Certificate or 8Sc. livestock

DOF/USCHM Certrficate ar PSe. Forestry

All

Sperial Tech Trng. at Lacal Inst,

Person-aonths per Project Year Total

Yr.: |

OOOMNNN

C OO >N

23 454878
20363018 6 0 0
182418 6 0 0 0

61818 6 0 0 0

61818 & 0 0 0

612 ¢ 0 0 0 0

6640420
2402220
£ 242220
1242220
242220
40 4 0400
C 040400
222221209
0202020
202090 ¢
0202020
2020200
2020200
2020200
12 36 60 60 36 12 ¢
12 38 40 69 36 12
12 36 60 60 36 12
12 36 60 60 3¢ 12 ¢
20 3030 30 30 20 0

Persons

S - 24 sths/persol
3 - 28 wths/persor
2 ~ 24 aths/persor
2 = 24 sths/persor
1 = 24 aths/persor

12 ~ 24 nths/persor

—

§ - 2 aths/person
9 - 2 nths/person
- 2 aths/person
9 - 2 aths/perean
B - 2 aths/person
b - 2 aths/person
6 - 2 oths/person

61 - 2 aths/person

= 2 sthe/persan
= 2 sths/person
= 2 sths/person
= 2 aths/persan
= 2 aths/person
- 2 sths/person
= 2 aths/person

Lol il b Cd b et ~g

25 -~ 2 aths/person

6 - 3b aths/person
6 - 34 aths/person
6 - 34 aths/person
6 - 3¢ sths/person
160 = | ath/person
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Table 15:
------ [1tustrative Local Training Plan
e o e e oot oo S UL R SR AL P el
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IV. MCMTTCRING AND IMPACT ACSESSMENT PLAN

A. Introduction

Since most of the activities to be undertaken by the RDP will invoive
strengthening alreadv eristing programs in the areas of agriculture,
livestock, forestry, and local institutional development it is not
expected that the usual start-up problems will be as severe in this
Project as is the case with manv new proiects. Similarly, bhased on
existing structures and procedures for data collection and monitoring
that have been established under the Phase I Rapti Project, it will
be possible to have the RDP Monitoring and Evaluation System (MES)
fully operational from the start of the Prodect. In fact, for the
most part the MES represents a continuation and refinement of
monitoring activities that are currently underway. The major change
will be to establish a Project MES that is jointly supported by USAID
and the PCO and serves project management in both USAID and the GON.
For this to occur, three changes will be made.

First, the Project Coordinator's Office will not he responsible for
preparing a zonal project report of physical target progress and
financial status according to standardized GOW reporting forms.
Since RDP is a district focused project, this type of GON reporting
will he done at the district level under the coordination of the
IDO. Copies of the district reports will he sent to the Proiject
Monitorina and Evaluation Unit (MEU), and the MEU will use some data
from these reports. However, the MEU will not recompile and publish

these reports on a zonal hasis ar was done under the Phase I Rapti
Project.

Seccnd, the RDP menitoring system will he based on the indicators in
the Monitorina and Impact Assessment Pian that have Reen mutually
agreed to by USAID and the GON. These indicators include data for
measuring impact, monitoring performance. and relating the Project to
the wider developument context of the Zone. The main indicators are
summarized below and presented in detail in the RDP ‘onitoring and
Impact Assessment Plar ir the Log frame Matrix, Annex E.

Third, the Project MEU will he prirurily staffed and operated by the
technical assistance contractor. apd the contractor will be
responsibhle for producing lre trimesterly and annual monitoring
reports. The GON will assicn a Monitoring and Evaluation Officer and
a Data Analyst to the FCO. The *echnical assistance contractor will
provide one Nepali Monitoring Advisor (Agricultural Inputs Monitor),
and one Nepali Data Aralvst to support monitoring activities. USAID
will bave Nepali Assistant Project Managcrs who will provide policy
guidance and some field assistance for MEU activities. This new
structure should improve the erfectiveness and efficiency of the MES

without any increase in staff.

An annual ME report will he prepared in Nepali and in English. This
report will be as succinct as possiktle with an emphasis on problem
areas and policy recommendations. The renort will be a key element

in annual project reviews at the project and the district levels.
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B. Users of the Information

The users of the information will ke: 1) the district implementing
agencies--the offices of agriculture, livestock, forestry, soil
conservation, and local development; 2) project managers in the
PCC/MPLD and in USPIC; 3) regional and national offices of the
Ministries of Agriculture, Forests and Soil Conservation, and
Panchayvat and Local Develooment; and, 4) the National Planning
Commission and Ministry of Finance. The MED will work as a protect
liaison for monitoring between the district implementing agencies and
the national monitoring systems of the involved GON Departments. The
MEU will maintain professional contacts with the Planning and
Monitoring Units of the relevant GON Departments and with special
units under similar proiects such as the monitoring and evaluation
unit of the Community Forestry Development Prodect. '

C. Institutional Iocus

The institutional locus of the MEU will be the PCO in Tulsipur and
the USAID Project Office in Kathmandu., As erplained above, the MEU
will he a join operation of the PCO and USAID and will provide a
consolidated monitoring report for A.I.D. and GOMN use. The MU will
develop the terms of reference for the special studies presented
helow which will be locally contracted by the PCO or by USAID.

L. Project Coal. Purpose, and Gutput Questions; Indicators, and

Methodologies

The MEU will examine the following aquestions during implementation.
Indicators and data collection methodologies are summarized helow.

1. Proiject Coal: The aoal cf +he Project is to improve the
Falance among population, land and natural resources, and therehy
assist the GCN to achieve its goal of improving rural ljfe.

- Goal Level Cuestion: What impact is RDP having on the
overall balance among population, land and natural
resources in tihe Rapti Zorne®

- Indicators: Cantaxtpal indicators will include
agricultural production, agricultural potential, forest
cover, population, and nutritional status of population
and livestoc).

- Data Collection Methodologv: Data will come from
national statistics. aerial photos and remote sensing
information for the 7ore.

2. Proiect Purpose: The Project's purvose is to ircrease
agricultural and forestrv production through local capacity building.

- Purpose Level (uestion: To what extent has production
increased in Proiject target areas and with Project
taraer groups?
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-- Indicators: Impact indicators will l'e cereals and
horticulture production increases., livestocl
productivity improvements. afforested areas, and local
groups managing production resource systems in Prodect
target areas. o

-- Data Collection ethodoloav: Data will come from
acdministrative records, Ffield inspections, rapid
low-cost surveves, ard aserijal photograpnhy.

2. The outnuts to achieve tliese okiectives involve the
specific outputs for each rrojiect component as presented in Section
II.C.. above:. and in the Log Frare Matrix. Annex F.

- Cutput Level Cuestions: What types of inputs and
services were most important for increasing
production? What factors have most influenced farmer
adoption of improved technologies® Has well has
agricultural and livestock production heen integrated
with improved forast apd natural resources management?
How well can farmers and local groups maintain and
sustain project benefits.

- indicators: Outnut indicators for each pregram are
R 2t m . . I3
provided ahove in Section T1I.C., and in the Log Frame
Matriy, Anrex B. ‘

-- Data Collecrion Methodologv: The following types of
data dathering methods will ke used: administrative
records. surveys. inspection check list, ground
photopoints, rapid low-cost studies, and aerial
rhotography. The use of each is presented in the
Monitoring and Impact Assessment Plan.

E. fpecial Studies

The MEU will undertake or commission special studies, such as:

1. Technoloay Adoption: Through a rapid, low-cost study
(RLCE) the Predect can identify Dottlenecks constricting the process
of agricultural development. More im~ortantly, perhaps.
opporturities to move forward can be recognized with the aid of
farmers themselves. The RICS vill be conducted ip five
"representative" Panchavats with Rloc)k Production programs. These
Panchavats will be selected to cover a range of cropping conditions.
The RLCS will involve akout three weeks of field worly (5 Panchavats y
4 davs per Panchayat) and 2-3 davs of report preparation. The study
team will have three members including ot least one agricultural
scientist and one social scientist. Cne member at least should be a
woman. One member may he from USAID, local consultants will
constitute the rest of the team. The PICS will be repeated annually
hut at different seasons and with the choice of at least +hree
different Panchavats. The report should he concise and focussed on
policy recommendations.
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2. Aaricultural Innut Supply and Use: &2 survey of farmer's
in the high potential target areas will he undertaken to mopitor
agricultural irput availability and costs. This survey will bhe
conducted by the MEU as a reqular project activity under the
technical direction of the Agricultural Inputs Monitor. It will ke
conducted on a monthly basis keqinning just prior to and continuina
through the growing season. The data will he collected by enumerators
in the selected Panchayats under the surervision of the Rgricult ral
Inputs Monitor who will he posted in the PCO. ‘

3. Forestry Participation: 7Tn order to identify bottlenecks
and to recoanize opportunities for improvina community forestry
activities a rapid, low-cost study (RLCS: is recommended. This RICS
will be undertaken annually for at least the next three by a study
team of three persons. The general quidelines for the RLCS are the
same as for the cearals technoloagy adoption survey. . The RLCS will
include sites in four districts and take about one month to
complete. PCVs may be included on the studv team to assist with
these studies.

F. Feedback

The MES is designed to provide tirely feedbkack of information to
decisionmakers in the GON implementing agencies at the district and
national levels and in USAID . As a management tool first and
foremost, it must supply information to managers who are in a
position to effect changes in the manner in which the Prodiect is
run. Thus information coming from the MES must he concise and
tightly focussed. A MES :is most important in a proiect like the RDP
because of the Project's process orientation. As a conseacuence of
this process orientation the MES needs +o monitor such factors as
veople's participation ir communitv forestry:; the gender, caste, and
class of project beneficiaries (and losers): and the social as well
as technical constraints to the dissemination of agricultural
technologies. Recular monitorinag of such factors can form the fkasis
of regular evaluation of project strategv and tactics.

G. Fudget

Approrimately 1 percent of the hudaet for RDP has heen designated for
data collection, monitoring and analysis. This total of $270,000
includes funding for two scheduled evaluations plus the following:

- Office Space for the MEU in the PCO, Tulsipur and in UCZAID,
: Kathmandu;
- Ztaff of one USAID officer, two GON officers and two

enumerators: :

-- Two long-term contracted Nepali advisors for data analysis
and agricultural inputs monitorina; :

- Si¥ months of short~term technical assistance to assist with
survey desion. data collection anéd analysis:

- Péministrative and logistic support for field wor!' and

report preparation.
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VI. SUMMARY OF FROJECT DMALYOES

A. Technical Analvsis

The Rapti Development Project (RDP) strateqy draws heavily on the
experience of the Phase I Rapti Proiect. 1In particular. RDP's
technical components have been designed to strengthen performance in
the application of more productive technologies of agricultural and
forestry resource management at the local level by local people
themselves. Virtuallv all of the technologies to bhe supported under
the Project exist either in the Rapti Zone itself or in Mepal. The
overall technical strateav of the Proiject is to increase the
diffusion and adoption in the Zone of the most successful of these as
demonstrated in previous trials and by experience with the Phase I
Rapti Project. RDP is thus directlv complementary to many USAID and
other donor projects that are developing these more productive
techknologies and methodologies. Furthermore, RDP's technical
components have heen designed to contribute to further refining the
outputs of such national level programs so that they better meet
needs at the local level and hetter fit the characteristics of
still-developing delivery systems.

The strategy is innovative in that it focuses much more on local
initiative, management, and maintenance of improved technologies than
most other prcjects. It is straightforward in the tvpes of
technologies it will support and how this will be accomplished. It
is flexible ir that specific targets and programs can and will be
altered bhased on the preparation of annual inplementation plans
prepared hy the 5 districts in Rapti and on reauests recejved by
Panchavats and private investors willing to contribute resources to
the Project.

To improve the cuality of development information and services, RDP
will use data from the Land Resource Mapping Project (LRMP! and from
field surveys and monitoring to develop Panchayat Resource
Inventories (PRIs). T..2 PRIs will provide a better technical hasis
for districr-level planning. This technical database will be
supported by improvements in field monitoring and data collection
that will come from RDP support for the development and use of more
specific procedures for farm and village~level data collection and
analysis in the aqgriculture, livestock, and forestry program areas.
This work will be patterned after procedures used in the cereals
production program's Pre-Production Verification Trials (PPVTs) and
will involve the development of record-keeping skills among local
people and lower level GON technical staff.

To improve the two-way flow of development information and the
delivery of services, RCP will help to improve communications in four
areas: at the local level ketween farmers and GON district agencies,
at the local level between farmers and private enterprises and
Support groups; at the district level between complementary programs
of GO line agencies; and at the district/national level hetween
district line agencies and national support and research programs.



Fipally. to irprove the focus of proiject resources, RDP strategy jis
for cost-effective taraeting of proiect resources through
geographically focused and time-phased programs. Implementation of
this strateqy will include the concentration on getting more
productive technologies applied well in a few places first. These
demonstration sites will he chosen to: focus the cereal production
program on high potential areas where proven technology already
erxists; focus forest management efforts where local communitv and/or
private interects are strong; focus livestock efforts on fodder
production and utilization (e.g., stall feeding) to bring these areas
into kalance with current GCN emphases on health and improved hreeds:
focus horticulture efforts where private farmer interest is alreadv
strong; and focus the conservation and stahilization efforts on
critical areas which, although in danger, have not vet heen
drastically degracded.' Because of the important interrelationship of.
agriculture. livestock and forestrv-in the local production system,
the PPI will ke used to identifv common sites for the abhove foci so
that at several sites two or more agencies will worlk together in a
few specific program areas. Similarly, at each site emphasis will
will given to identifyving a few specific activities where short-term
(immedia*“e) returns have high potential and to choosing technical
interventions which huild on existing patterns of resource management
and existing skills of line agencv staff and local people.

This aeneral strategy approach applies tco each of the technical
components for acriculture, livestock and forestry. A summarv of
each component was provided in Section TI. C., atove. The complete
Technical Analysis covering the Proiect agriculture, livestock and
forestrv components is availahle from the USAID Rural Development
Office.

B. Economic Analysis

1. The Economic Environment

Until recently Mepal has beer facing both a serious balance of
payments problem and significant budget deficits. Associated with
these problems are delays in the implementation of development
programs and an -inahility to provide for the operation and
maintenance of existing prciects. 1In response to these proklems *the
GON bhas established a stabilization policv which included devaluating
the Nepalese rupee ard pegaing it to other currencies, reducing the
growth of reqular budget expenditures, and increasing tay revenue
cellections. Attempts are also heing made to improve the management
of development prodjects and provide more funds for the operation and
maintenance of on-goinag proiects.

Key to the improvement in the balance of pavments will he pro-ects,
including and especiallv agriculture proijects,; whiech can produce
export income or reduce imports. Budget control will depend upon .
continued improvement in domestic resource mobilization. Tf. through
poor management or poor agricultural harvests, the ahove orohlems are
not addressed. the success of the RDP could be compromised.



RDP strateqy and expected outputs are supportive of priority national
economic need since adqricultural production increases and sustained
growth resource management are recuired to improve both the standard
of the living of people of MNepal and to improve the countrv's halance
of payments situation. The Project will achieve increased
agricultural production through technoloqgy transfer and improved
resource management. Improved resource management importantly
involves improvements in budget management. This includes improved
foreign aid utiliration, domestic resource mohilization, provisions
for recurrent costs, better public enterprise management and a
cchesive policy linking agriculture, both cereal and cash crops, to
livestock and forestry.

GON development hudget spending for agriculture, livestock and
forestry in tie Rapti Zone will rise somewhat during the early years
of the Proiject, then decline in the latter vears as complementary
programs for local group and private sector development take hold.
RDP will stress improvements in the effectiveness and efficiency of
present GCIl staff and reauire only slight increases ahove existing
staffing levels. If RDP strategies and programs for local resource
mobilization and local management for sustained vields are
successful, GON recurrent costs will not increase in real teims, and
may even decrease somewhat as a result of the Project.

2. Summary Economic Analysis

The -overall economic analysis of the Project is hased on henefit and
cost streams estimated over a twenty-vear period for agricultural and
livestock programs and over a thirty-year period for forestry
pregrams. In addition to all direct Project costs, the costs
estimates also include various component assumptions for recurrent
costs, the contingency cost estimate in the first eight: years of the
analysis and both financial and economic costs for fertilizer.

Other shadow price adjustments were also included.

The summary results of the financial and economic analyses appear in
Table 16. Both the Financial Internal Rate of Return (FIRR) and the
Ecoromic Tnternal Rate of Return (EIRR) for the Project are
approximately 11 percent, which is a very good internal rate of
return given the institution huilding components of the Project for
which henefits were not estimated.

Several types of sensitivity analysis were performed. For the first
sensitivity analysis costs were increased by ten percent and benefits
reduced by ten percent. Costs could be greater for a number of
reasons including an underestimate of o« tual or recurrent costs,
larger relative inflation for costs, increased fertilizer subsidies,
or the failure of the community forestry proiect, which would
increase DOF costs. Benefits would also droo if the dispersal of
project funds does not improve over present performance or any of the
given production targets or price assumptions for forestry,
agricultvre or livestock are cverestimated. With this ten percent
increase in costs and ten percent reduction in kenefits, the FIRR and
EIRR are each reduced to ¢ percent.
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On the other hand, benefits bhave been underestimated in the overall
aralvsis. Even should the relatively conservative cereal cron
henefits prove accurate. the unestimated benefits® would ideally he
counted. As a crude measure of these benefits the total renefits
used in this analysis were secuentially increased hy 10 percent and
20 percent. For a 10 percent. increase in kenefits the resultina FIRF
and EIRR are 13 percent, and for a 20 percent increase in hkenefits
the FIRF and EIRR are increased to )4 and 15 percent, respectively.

The results are encouraging. Cereal, livestock, and forestry
Fenefits can be substantial even when ma¥ing conservative estimates
which account for slack or less than optimal performance of the
activities and .institutions designed to achieve these benefits.
Significant gains can be achieved in agricultural production even
shculd fertilizer supplies. technology transfer, and credit
availahility be less than expected. If however, performance in these
areas improves substantially, their results could be spectacular and
serve as a model for other efforts in lMepal.

As designed the RDP has a significant production potential which can
contritute to the solution of budgeting and halance of payments
problems. Because of the guality of the haseline data, proient
activities carn he focusecd; thereby improving cualitative and
aquantitative results. ECince the RDP is designed to improve local
aroups, enterprises and institutions, it also has a great potential
for reducing the long term recurrent costs to the GON. £thould the
Project effort qgo awry, the GOM would likely not he able to cover the
recurrent costs. The benefits will accrue onrly if the GON

* The RDP activities where henefit estimation was not possible
include: 1) private sector activities leading to production of
vegetables,. fruit, and cash crops; 2) private tree nurseries; 3)
soil conservation henefits of DSCWM as well as agriculture, forestry
and livestock activities; 4) irrigation maintenance and tridge
construction 5) aaqro- forestry tree and cash crop production; and
f) other production systems henefits with potential for improvec
fodder and composting techniques. Potential synergistic henefits
could be also be considered. .
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successfully implements the Project, providing funding as reouired,
and among other things, improving national and local resource
mobilization. The other important assumptions are summarized below:

- Agricultural inputs will need to get to both the Mountain
and Dang districts of the Rapti Zone. The current rate of
increase will need to continue to accrue the benefits
assumed in this analysis.

- Livestock benefits reaquire successful nutrition, i.e.,
fodder from forestry activities.

- Community forestry will have to work and restraint in
grazing and fuelwood use is probably a necessary condition
for sucress.

- For successful agricultural, livestock and forestry
production results, local entrepreneurs, groups and
institutions will have to become more involved and more
effective.

3. Summary Financial Analysis

a. Participation in the Proiject

The target group of the RDP is the farmer of Rapti Zone who will
adopt the technologies (crop production forestry, livestock,
horticulture) supported under the Project. OCf special concern are
the small and poor farmers who live at or below the subsistence
level but possess two important resources i.e. land and labor.

Different numbers and types of farmers will participate in the
different proarams of the RDP. The important activity from the
immediate economic/financial impact is the crop production program.
This program has two primary steps Pre-Production Trials (PPVT) and
Block Production. The Project approach to introducing new farm
practices based on improvements in existing farm practices rather
than requiring new practices is designed to facilitate increased
participation Similarly increased farmer pa~u.icipation is also
expected in horticultural and livestock programs which are focused
on improving and intensifying the present integrated farming system
and providing increased farm cash income.

In case of forestry program farmers' participation will he in the
management of the forest land and plantation in degraded forest.
Here the individual farmers' participation will not he as direct as
in case of agricultural but will be through the Panchayat and/or a
local user groups.

Above all, farmers' participation in the Project will be forthcoming
because of another basic approach of the Project (i.e. the programs
under the Project will be implemented as GOM's reqular development
program instead of being a separate thrust). The Proiect is
formulated to help the GON implement its proaram more effectively
and in a systematic way.
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b. Effects on the Participants

The forestry program is communal in nature. Two important effects
or the individual participant are: 1) jincreased availability of
fuelwood, fodder and either which are important inputs that
contributes to the typical agricultural production cycle; and, 2)
saving in the human labor that is devoted in the collection of
fuelwood, fodder and litter. The later is specially significant
when one regards the extent of woman labor involved in collecting
these products from distant locations.

For cereal production, the increased yield or production will have
strong positive henefits for the participants who mostly are
subsistence farmers. The high and medium level yields (excluding
above exception) are higher (by 20 to 50 percent for different
crops) than local technology. Also the cutput price per unit under
those technologies are slightly higher than under 1local technology.
The resulting gross margin differences are 21 to 187 percent in the
case of paddv and 41 to 176 percent in case of wheat. However, in
case of maize the differences is less than paddy and wheat. The
differencc ranged hetween -10 to 83 percent. '

The margins are the averages and therefore should be taken as
indicative. MNonetheless, data do indicate that it is financially
profitahle to the participant to follow these technologies. Thus,
the strateqgy should be to help farmers adopt higher level :
technologies. The underlining assumptions in these estimate are:
the variahle inputs for new technologies are the fertilizer and
variety of seed. Other inputs are more or less the same and
therefore will have the same cost. Thus, additional cash required
by the participant is the cost of fertilizer and seed for adopting
high level technology which is estimated to vary from Rs 755 to Rs
1,458 depending on the location and cropping pattern. In case of
medium level technology additional cash requirement is for varying
the seed, and it on average will amount to Rs 350/ha.

The reliability of these indications on participants was checked
by comparing it with similar analysis. With reference to those, the
estimated project effects on participants were found to be a
reliable measure, and also a rather conservative estimate of
benefits.

3. Effect Absorption Potentialitigg

The absorptive capacityvof project activities by the participant was
analyzed from the cost involvement aspect. '

In the case of forestry component and horticulture sub-components
the cost involvement are so minimal that it (including cash flow)
does not appear be a constraint for an individual participating in
the Project. The case for livestock and crop production
sub-components are different.
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The initial investment for accuiring a new animal is cuite bigh.
Credit is, therefore, generally necessary for the participants.
Such credit will he availakhle for farmers participating in the
livestock group activities of. the Project.

In case of crop procducticn the high and medium level technology are
different from locael *“echnologv in two respects. First, the farmer
uses the chemical fertilizers. and.insecticides, and second, the
variety of seeds used are different. Otherwise other inputs are
nearly the same. Thus, the participating farrer bas to incur’
additional cost on fertilizer, insecticides and seeds. Thisg cost
flow burden will not refrain larger farmers from participating in
the Prodject bkut smaller farmers will need access to credit through
the SFDPs or arother similar program.

C. Cocial Soundness Analvysis

The increased use of improved and suitahle productive agricultural.-
livestock and forestry technologies; the more intensive local
management of renewahle natural resources, and the increased
availability of government services.and credit will all have
positive social and economic impacts on project beneficiaries. 1In
the Zone, different segments of rural society will have different
access to resources and services made available throuah government
agencies. However,.as project activities expand, rural bhouseholds
and communities will have increased access to inputs, informaticn,
and services and should he able to exert increasing influence over
them.

Fast experience shows that proiect strategies aiminag to provide all
benefits exclusivelv to small and marginal farmers usually fail
because either it is blocked by local elites ‘or its bkenefits are
preempted by them. To overcome these prohlems, the Project aims to
use local leaders of, bath sexes and progressive farmers from
different ethnic oroups to serve the maraginal and small farmers.
This strategy will indeed reduce the gap hetween farmers and
extension workers, and finally will increase effective
communications.

The target beneficiaries of the Proiject will vary according to the.
program. To raise the agricultural productionr lard owners should be
the target groups. The vast majoritv of land owners are small
farmers, but a smaller percent of medium and larger farmers control
much of the most productive land.  The larger farmers will gain most
from increases in rice prnductlon.‘thIe the small farmers w:ll
prefit most from maize production increases. .

The Project will target assistance to certain disadvantaged greups
throuagh. a variety of programs. First, for women a Women in
DeveloPment program under the LDO will work w1tb district line
agencies to increase the numhers of.women participating in all
Project programs and +rainina. The use of female village extension
field assistants in all the three sectors (agriculture, livestock



and forestry) will oive farm women casier access to goods and
cservices. The Preiect alsc aims to increase women's participation
in all the usersz committees in the villages. such as in the
community forestrv, livestock breeder groups. and water user
committees.

Second; for landless anc¢ small farmers several special programs are
included. The Small Farmer Development Program will continue to he
strengthened and erpanded in the “one. Mew procrams will bhe started
in approximately 40 Panchayats and several model groups will he

assisted tc heccome irdependent managed village associations. The
vegetable production activities will emphasize assistance to
marginal and lancdless farmers as a means of improvina nutrition and
ircreasing housebold income, and the agroforestry activity will
provide aaricultural crops and some forest products to some landless
and marginal farmers in Dang District.

Trhe local behavioral changes sought bv the Proiect appear socially
feasikle. Government agenciec are the source of needed inputs and
support. Fielé evperience supports the observation that the
credihility of government agencies is low. The social distance
Letween government agents and leaders/sub-marginal, maraginal farmers
is very wicde. This is partly due to a lack of adequate field level
staft, as well as the local socjal hierarchy. Government-sponsored
services. including all xinds of inputs. generally go first to the
rural influentials who have greater social access and are in a
retter position to rake the risk that technological innovation
usuallv entails. These local elite are in general hetter educated
and usually possess hetter managing cavabkilities. Since rural
communities are charvacterized kv social tonds, information about new
technology often spread readilv throvgh such channels. For
instance, this avpears to he the case with production activities
using the Pre-Production Verificatiorn Trials (PPVTs) and the Flock
Production approach; and with activities under the Phase I Project's
household productior svstem program.

The Froject will encourage people's participation in planning.
implementation. decision-making. control and benefit sharing of
rural development activities. By encouragirg local participation of
fermers and farmer groups the Project will strengthen local
institvtions as well as assure that intervertions and technically
appropriate and socially sound. Participation -of the rural
pooulation will not bhe confined to opportunities to express their
needs anc¢ their will hut will also include participation in the
productlve Fenefits from project and programs designed for their

welfare. Cn top of this, the Project will give.priority to using
local private groups as an approoriate channel for the technoloqlcal
discsemination and diffusion process.' This strateay should reduce
~social distance and communlcatlon gaps between people and the
program.
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The Project will involve the local leaders and ey personnel in the
village to reach the arassroot levels. For this. leaders will be
chosen as mectivators frem different ethnic composition, castes, and
sccioeconomic strata to get the mavimum acceptance of the program.
In this way, the leader gets encouragement. confidence, recognition
and prestige, and hence the program can easily he accepted in the
rural setting.

The design of the Project is socially feasikle and socially sound.
The success of the design, and its impact on the beneficiaries will
depend on the cquality of its implementation. 211 the ahove
strategies indicate that the Project has been soundly designed,
taking into consideration the socio-cultural milieu of the Rapti
Zone. The Projec* should result in increased agricultural and
forestry production, and increased livestock productivity that will
raise the aquality of life of the rural people. This should also be
accompanied by a wide distribhution of Project henefits, since
disadvantaged groups and women have been specificallyv keen included
in the Proiect strategy. The overall focus on local participation
and local capacity building to sustain project activities is the
centerpoint of the Project which must continue to be stressed during
implementation. » ’

D. Administrative Analysis

1. District Imolémentation

The RDP strateqy for improvinag production is a strategv for local
capacity building which involves the development of local and
district institutions, local groups., and private enterprises. A
cross-cutting strategy emphasizing building the capacity of the
indigenous, "modern" political, agovernment administrative and
private sectors is recommended.

The Project will use existing GCN institutional mechanisms as the
framework for project implementation. These mechanisms for local
development are defined bty the GON Decentralization Act and

By-Lawe. These existing mechanisms are adequate and appropriate
mechanisms for Project implementation. The RDP strategy thus
involves measures to use these mechanisms as effectively as possihle
to achieve prouject objectives. This strategy prescrihes a program
of institutrional support to the LDO. technical and managerial
support to the involved line agencies, and development management
training support to District and Village Panchavats. Successful
implementation of the program will recuire effective linking of
Panchayat and District level planning and effective coordination of
production services and programs in each District. Through the
district planning monitoring process (see Table 9), the Project will
have flexibility to learn from experience to apply relevant lessons
in the formulation of the next annual District Development Plan.
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The second element .of RCFP strateqv for local capacity buvildina is to
assist local aroups and private enterprises. Stimulation of the
private sector is critical to proqram viability. ~ The government
services simply cannot reach all areas and/or all individuals. For
the local group and private sector development. a pecsitive climate
exists. limited programs are underway, and either ban¥ or line.
agency funds are available to assist with their operation. The
strategic emphasis simply needs reinforcement which will be provided
by RDP. . E L

Attention will to be focussed on ways to activate groups and
individuals in government assisted but privately managed and
sustained develcpment endeavors. For local groups, two major
program thrusts are proposed for RDP. These are continued support
for the ABD assisted Small Farmer Develcgruient Project and increased
emphasis of and support to user groups within the Panchayat
structure. The program for local group development is described in
Section II.C.4., above. The constraints to further development of
these groups and a more detailed discussion of recommended programs
are presented in the Local Group Analysis.

2. Project Management

Although Phase I Rapti Proiect was rarefully not called an E
"integrated rural development" proiect hy AID, it fullv fit the GOV
definition and was thus subject to'all GON policies and structures
regarding IRDs in Nepal. The RDP will also he characterized this-
way by GOM so that GON IRD policies are still applicabhle. Indeed,
the GONM Inter-Ministrerial Integrated Rural Development Board has
recently redefined secondé phase rural development projects, so that
a production-focused program like RDP is clearly in line with the
GOM IRD focus.

Thus, after carefully examining the possihle options for project
management, the Administrative Analysis concluded that the only
viable option is to have MPLD hre the lead agency nationally and to
support district implementation through a streamlined office in
Tulsipur under the administrative direction of MPLD. The other
models did not fit project implementation needs ané are not in line
with GONM structure and policy. This proiect management support
structure builds on the infrastructure and implementation experience
in the Zone, will permit continuity in operations hetween proijects,
requires little management change on the part of USAID and GON, and
fits GON policy. This structure is also supported hy the Technical
Analysis since it permits simultaneous coordinated support for
agricultural, livestock and forestry production. and provides a
direct link with the IDO and the District Panchayats who will he
increasingly important as Decentralization takes hold.

Field support for district project activities will be provided
primarily by a zonal level Project Coordinator's Office (PCO)
located in Tulsipur, Dana District. The main difference for
multi-district support from the Phase I Rapti Project vill be that
implementation responsibility is explicitly with the district
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of fices and coordination responsihility is with the Local
Development Cffice. This.is in line with GCI' Decentralization
policy and procedure. .As a result, the Project office in Tulsipur
will ke a support office rather than a implementation office. This
does not imply a demotion in the importance of the office. Indeed,
the PCO will have an extremely important role in four support areas:
technical support, training supvort, financial managem at, and
monitoring.. - The PCO.will be supported by a contractor that will -
provide technical assistance as outlined above and detailed in the
in the Technical, Finnncial Management, and Monitoring Analyses. .

E. ~ Local Groubs

The analysis of rural groups in the Rapti 2Zone was undertaken as -
part of '‘the Project design in keeping with efforts of the GON to
foster rural development to bhecome a continuous, self-sustaining
process based on the active involvement of the rural population.
Focusing on the Rapti Zone, the general scope of work for the study
included an examination of cooperative societies (sajhas); groups
associated with the Small Farmer Development Project (SFDP) of the
Agricultural Development Bank of Nepal (ADB/N); and a variety of
users' groups, such as those associated with forestry and irrigation
activities. In a general way, the groups studied might be classed
(with some obvious overlap ) into 3 general categories: (1) those
fully initiated and largely supported by government; (2) those that
are combinations of local and governmental initiatives; and (3)
those that are hasically traditional with a long hlstory of group:
cooperatlon to satisfy .common interests.

1. GOY Cooperatives

An most important consideration for RDP is that the functions
assigned to the cooperatives .le effectively carried out. From the
perspective of the Project, ti:e need is for the effective
distribhution and sale of farm inputs, particularly fertilizer. This
is necessary for the Project to achieve its ohjectives. A strong
commitment is needed from 2IC to guarantee adecuate stocks in the
project area and to seek a siagnificant expension in the retail
dealer network. The territory covered by the individual saihas is
too large to make fertilizer easily accessible to all of the farmers
in the area, and some of the sajhas are nc longer active in the .
retail of fertilizer due to financial problems and the shutoff of
their credlt by ADB/N.

For the promotlon of self-help group activities in RDP, the approach
thould be to identify and work with groups other than the saijhas.

As indicated in the section on the SFDP program, there are other
groups that offer greater potential, and present fewer problems, as
mechanisms foi social and economic development.
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2. Small Farmer Development Program

In supportinag the continued expansion of the SFDP, assistance should
follow the geographic focus of the Rapti Project onr high production
potential areas. Although the intent of the SFDP expansion should
be to make its programs available to all farmers in the

" geographically-targeted areas, a primary criterion for the -
establishment of new projects will be their potential for viability.

There are currentlv 23 projects in operution in the zone. Of these,
3 already meet the criteria for economic viakility and others are
near to this target. RDP projections include the setting up of one
SFDP per district per year over the eight year life of the Project.
This would mean that 40 additional groups would ke established under
‘RDP.

In providing continued support.to the development of SFDP, USAID's
approach should focus on assisting the SFDP groups to progress '
toward full self-sufficiency. 1In pursuing this approach, however,
it should be realized that, given the development level of small
farmers in rural Nepal, this is a long-term process that must evolve
and must be bhased on the efforts of the group memhers themselves,
rather than be designed and imposed from any other source.

For this reason, the aporoach of RDP will be to continue support for
the expansion of the program and, in addition, support the
development of pilct SFDP groups in order to test their ability to
move on to new levels of aroup activity and self-reliance. This
also reauires support to the training programs related to btoth the
ongoing and the pilot projects.

3. User Groups

In addition to the sajhas and the SFDP, there are a number of other
groups active in the Rapti Zone and throughout the countrv. These
range from traditional groups, whose practices mavy date bhack
hundreds of years, to more recently estahlished user groups
associated with irrigation or forestry programs. Most of these
traditional and user groups appear to he single-purpcse, sometimes
seasonal, associations, although there are some examples of groups
moving bevond their oriaginal mandate into secondary activities. The
Local Group Analysis identified specifically three types of groups
whose development should he supported. These are forestry
management groups, water user groups, and women's groups. This
analyvsis of women's group is complemented by the presentation of the
women in development program in Chapter VI of the Administrative
Analysis.

An inmportant issue with all these groups is that they have no legal
status and under GON decentralization policy thev are under the
authority of the local Panchayats. Discussions have been going on
in the Department of Irrigation. Hydrology and Meteoroloay (DIHM) of
the Ministry of Water Resources ahout legislation to provide these
groups with a separate legal status. At issue is how to reconcile
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the needs of user groups, kased on long-standing patterns of
traditional activity, with the decentralizetion bv-laws that place
local authority and power in the Panchavat.

As this is an issue that is alsc relevant to forestry user groups
and any future associations that evolve out of SFDP groups, a policy
dialogue should be maintained with the GON on this suhject. Working
with MPLD and with the Ministries of Agriculture, and of Forests and
Soil Conservation, the RDP provides a useful framework in which to
address this issue. ‘'The Local Group Analysis recommends that the
organization of water users, forestry and other users groups he
based as much as possible on the existing groups rather than
imposing a new system that would cut across existing group svstems.
The traditionally-based groups have a hListory of working together,
have social recognition and the organizational ahility to implement
the systems to meet their needs. It appears entirely possible and
socially feasible to reconcile most of these groups within the GON
Panchayat system, although flexibility for management of
inter-Panchayat resource systems is alsc required.

The recommended RDP programs for assisting user group arganization
and operation are described under the relevant technical program
descriptions in the Project Description, Section II.C.2 and II.C.3.
In addition, a pilot program to assimilate these groups within a few
well managed, development-oriented Village Panchavats is described
in Section II.C.4. Further detail on this program is in the Local
Group Analysis.

VII. CONDITIONS AND COVENANTS

A. First Disbursement

Prior to-the first disbursement under the Grant, or to the
issuance by A.I.D. of documentation pursuant to which disbursement
will be made for any project activities other than technical
assistance and training, HMG/M will, except as .the Parties may
otherwise agree in writing; furnish to 2.I.D. in form and substance
'satisfactory to A.I.D.: : :

. 1. - a statement of the name(s) of the person(s) tolding or
acting in the office 'of HM3/N specified in Section 8.3., and of any
additional representatives, together with a specimen signature of
each person specified in such statement; .

2. documentation demonstrating the designation of the Proiject
Coordinator:; and

3. documentation demonstrating the designation of 1ialson
representatives from MOF, NPC, MOA, and MFSC and with authority to
review progress and approve annual programs. . -
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B. Additionel Dishursement

Prior to disbursements or to issuance by A.I.D. of
documentation pursuant to which dishursements wiil be made for
the purposes specified helow, HMG/N will, except as the Parties
may otherwise agree in writing, furnish to A.I.D. in form and
substance satisfactory to A.I.D.:

1. for funds for the Department c¢f Agriculture and the
Agricultural Inputs Corporation, agreement to a plan for the
sale of fertilizer by the private sector in the Rapti Zone.
Furthermore, prior to A.I.D's approval of each annual budget
and program for DCA and AIC. the GONM will furnish to A.I.D. in
form and substance satisfactory to A.I.D.; a plan, whic.. HMG/N
shall implement. for the adeauate supply of fertilizer for the
Rapti Zone for the upcoming vear. :

2. for funds for the Agro-Forestry program of the
Department of Forests, an operational plan for the program
includina criteria for the selection of participants, -a
management plan, a financing plan, and an implementation
schedule and cropping patterns for the first year, which HMG/N
shall implement during the applicable years of the Project;

3. for funds for the Technical Resource Center program of
the Department of Livestock Development and Animal Health, an
operational plan for the program including criteria for the
selection of field sites and livestock groups, a management
plan, a financing plan. a description of major programs., and an
implementation schedule. which HMG/N chall implement during the
applicable years of the Project;

4. for the roads maintenanre funds, evidence that HMG/N
agrees to be responsible afte. three (3) years for the
permanent maintenance of the Rapti Roads constructed with
A.I.D. assistance uncer the Phase I Rapti Project. In addition
HMG/N will furnish A.I.D., in form and substance satisfactory
to A.I.D.. assurances that they will provide either from their
own resources or with other donor assistance follow-up -funding
for the construction, operation and maintenance of the roads in -
the Rapti Zone, in line with the recommendations of the Rapti
Roads Assessment Study and Phase I Papti Project Aucdit Report;

5. for funds for any construction activities (i.e.
buildings. rural works, and other zctivities as specified hy
’.I.D.), final plans,; cost estimates, specifications.
provisions for engineering supervision and construction
contracts, financial disbursement, etc. as specified in Project
Implementation Letters.



C. Prodect Ccvenants

Except as the Parties mav otherwise agree in writing,
I'HAG/N will:

1. prov1de financial and other cor\trlbutlonc on a timelv
bas.s during the Proiect according to mutually agreed annual
proqramc and budgefs-

2. not w1thbold the release of funds for the Proiect
tecause of any outstanding advance or audit ohjection dat:nq
from hefore the Project and take steps to cdecentralize Proiect
budget release and accounting as oulcklv as po=51r1e-

3. assian quallfled personnel tO'necessarv positions te
implement the Proiject on schedule. and normallv retain . ssigred
personnel in their posts for a minimum of two vears: ‘

4. continucusly fill the Project Coordinator position,
governed by mutually agreed upon terms of reference. and
provide necessary staff for the Project Coordnnator Office
during the life of. the Project:

It is understood that the GON will provide. or a schedule
agreed to hy USAID. local currency funds for the pro-ect which
at the present exchange rate amount to approximately 3] percent
of the Prodject's total costs. The GOI' will maintain a clear
accounting of all local currency Prediect funding. A.I.D.'s and
its own, and that these funds will be reqularly audited kv the
GCN and independent auditors, and ccocpies' of the audi* reports
will be submitted to USRID. '

It is understood tkat the GOM will follow prccurement practices
consonant with the policies of and agreed to by A.I.D.

It is further understood +hat the District Develcpment Plans:
for each District in the Rapti Zone will be prepared annually
¢nd that these will be sukmitted to USRID for review and
approval of project supported portions. Program guidance and
budget ceilings provided to the Districts by the GOWN will take
into account agreed upon implementation plans ard schedules and
result in sifficiert .and timely budget allocations for the
Prodject. ' -
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VIII. EVALUZTION ARRAMGE}ENTS

H. Evaluation Plan

2.1.D. anéd the GON will conduct an annual internal project
review each vear. This review bv a USAID/GOM Proiject Review
Committee will he be scheduled in September, following
completion of the GON Annual Project Report and the technical
assistance contractor's annual report, and preceding the
transmittal of national level program guidance and hudget
ceilings for the next year's program to the Districts. The
review will focus on the Project's implementation progress, on
major proklem affecting the Project and on progress towards
realizing Project objectives. The program guidance and budget
ceiling for the next year will also be reviewed and approved.

A.I.D. and the GON will also conduct.an annual budget review
and approval meeting which will ke held in June of each year.
The USAID/GON Project Review Committee will review the L -ograms
and budgets for the upcoming Nepali Fiscal Year that have been
developed through the District planning process, included in
the District Development Plans, and forwarded to the national
level.

In addition to the annual review and hudget approval meet.ings,
two major Project evaluations are planned. These cevaluations
will be conducted by an external evaluation team consisting of
three Nepali and three U.S. consultants. The purpose oi the
evaluations will he to review implementation progress an3
project impact achievement and to recommend changes in Project
strategy or programs that will increase the efficiency o.
implementation and/cr improve the effectiveness in vwaching
planned targets. )

The first Project evaluation is planned for January 1990. This
evaluation will review progress of project activitiss and
achievement of objectives. It will specifically provide
recommendations to the GON for preparation of the new Five Year
Planr and to A.I.D. for modification of the Proiject strategy or
programs. The evaluation team will review: project reports;
studies and reports on aqricultural., livestock, forestry, and
local development sectors: reports of similar project supported
by other donors; and relevant GCN statistics and data. The
team will visit field sites in the Rapti 2one and will meet
with project managers and implementors. Issues of special
concern for the evaluation include:

1. progress of the Project in meeting implementation
plans for inputs and outputs;



2. effectiveness of district level planning and
implementation coordination; particularlv for gettina
agricultural; livestock ard forestrv programs to
provide complementarv inputs in targeted high
potential production areas;

3. effectiveness of the pilot program of price derontrol
and of open private dealer registration in improvina
fertilizer and othér input supply.and in helping fo
increase cereal productlon,

4. effectlveness of private sector approach for improving
agricultural input and service delivery. expandlnq '
horticulture preduction, improving processing and
marketing of agricultural products. and increasing the
numher of small agriculture-based enterprises; ‘

5. proaress of- local groups in develorina management
skills and obtainina control for the manacement of
local resources with support of GOM agencies, and
effectiveness of Project strateav to supportv1¢ca1'
‘group development;

6. effectiveness of the Production Systems Demonstrations
as s means of assessing and verifying technologies
with support from two or more agencies;

7. progress of the modified taungya program and
- -recommendations for continuing the program;

8. modifications needed in pro1er+ strateqv. targets. and
implementatian mechanJSms in light of pva]uat:on
fimdings.

The second evaluation is scheduled for January 1994. The time
is planned to allow adequate time for A.I.D. and the GCN to
agree upon and desian a follow-on prodect; if such is
indicated. Plans for the second evaluation are contingent upon
recommendation of and actions taken after the first

evaluation. Specific issues o be addressed will be further
developed prior to the evaluarion. Project funds are budaeted
for the external evaluation to he conducted bv a six person
team of three MNepali and three U.S. consultants. The
evaluation include the fellowing activities:

1. assess the impact of the Project on aaricultural
ané forestry nroduction in taraef areas anc¢ on
the Zone as a whole;

2. assess the impact of the Froiect on evoanding the
district and local institutional and the private
sector base for supporting and manaaing
aqricultural and forestrv development;
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3. identify the strengths and weakness of the
Project strategy and programs and identify any
constraints which may have prevented the Project
from achieving its ohjectives;

4. recommend to the GON, actions necessary to
sustain and further continue Project achievements;

B. Audit Plan

It is anticipated that a general project audit will be
conducted by the A.I.D. Inspector General (RAID/IG) sometime
during the Project. It is recommended that this be done in the
third year of the Project close to when the first evaluation
will be conducted.

The GOM will undertake regular audits of the local currency
financing for the Project and will provide USAID reports on
these audits. The Financial Manageiment Office of USAID will
also conduct limited financial reviews, particularly of the
local currency accounts.

Audits of U.S. technical assistance contractors are normally
conducted in the United States by the Defence Contract Audit
Agency (DCAA) under the auspices of AID/IG.

In addition, project funds are hudgeted for a mid-term audit of
project activities utilizing the services of a contract audit
team.
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l. 'THE ANPAC CRAIRED BY THE TAA/ANRE MET ON JUNE 9 TO
IEVILY THE FROJECT AND THE ISSUES RAISED BY THE PROJECT
SOMMITTEE. * THE MISSION WAS REPRESENTED BY DIRECTOR
#ILSON AND BEN STOMER. THE AA/ANE ALSC ATTENDED, "IN
SUMMARY.WE-FELT TRAT THE PID VWAS WELL DEVELOPED AND . .
EDDRESSED THE MAJOR ISSUES RAISEL BY THE EVALUATION AND
PHE PID GUIDANCE CABLF; 1.E., THE CONCENIRATION, FOCUS
AND DECENTRALIZATION ISSUES. THE PID %AS APPROVED AND

IT WAS DECIDED TO DELEGATE AUTRORITY TO THE MISSION %0
AFZROVE THE PP AND AUTHORIZE THE PROJECT.

2. - THE FOLLOWING ISUES AND CONCEKNS YERE DISCUSSED:

(A) AGRICULTUKE FOCUS: ALTROUGE THE PID HAS REDUCED
ITHE PRCJECT FOCUS TO AGRICULTURE AND FORESTRY PRODUCTION

THREOUGR IOCAL CAPACITY BUILDING, THE NUMMER AND TIPE OF/.

AGRICULTURAL ACTIVITIES 70 BE ADDRESSED AKE STILL 00 .
BROADLY CAST FOR EFFICIENT MANAGEMENT. WITHIN THEE SIX -
AGRICULTURAL 'AREAS IDEMTIFIED IN THE P1D, THE PP DESIGN
SHOULD ESTABLISH CRITERIA AND A PROCESS BY WHIC3' THE. 3 .~
T0 4 MOST CRITICAL ACRICULTURAL PRIURITIES WILL BE:. !

ADDRESSFD IN EACH DISTRICT. THE PP SHOULD ALSO ADDRESS
THE ABILITY TO EFFECTIVELY IMPLEMENT THE PROJECT: 1IN V1EY
OF POTENTIAL NATIONAL LEVEL FOLICY CQHSTRAINTS."’THE,.f
MISSION SHOULD INSURE THBAT USAID PROJECT OVERSIGHT ' ',
PROVIDLS FOR STRONC LINAAGES BETWEEN THIS GEOGRAPHICE”
PROJECT AND OTHER RELEVANT AGRICULTURE AND RURAL: £ S
'DEVELOPMENT'PROJECTS IN° THE MISSION PORTFOLIO, ¥ S
(B) FORESTRY FOCJS: TEE FORESTRY COMPONENT ALso -t
PROPOSES AN EXCESSIVELY WIDE RANGE OF INTERVENTIONS FOR
LFFECTIVE MANAGEMENT AND THE OVERALL OBJECTIVE IN TRESE -
DIVERSE ACTIVITIES IS NOT WELL DEFINED. THE PP'SHOULD
LEVELOY A STRATEGCY FOH ASSLSSING THE PRIOHITY AND L
FEASIBILITY OF FORESTRY ACTIVITIES AND FOR FOCUSING
RESOURCES OM AREAS IMPORTANT TO FOTH RAPTI AMD Tk
MNATIONAL FORESTRY EFFORT. THF RAETI EVALUATION SUGGESTS
THAT SYXRIOUS PROBLEMS EXIST WITH COMMUNITY PARTICIPATION
IN TREE PLANTINU ACTIVITIES; A MISMATCHl EXISTS BEIWEEN-

1/2 UNCLASSIFIED

STATE ' 214371/11

1 77z
8531.
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THEE SPECIZS DESIKED 3y FANMERS AMD THE SEEDLINGS
FROVIDED BY THE FOREST DEPARTMENT; PUARTING TARGETS ARE
OVERAMBITIOUS LITTLy INTEGHATION EXISTS AMONG AGENCIES;
AND LIhKS BETWEEN RAFTI, RCUP AMD OTHER USAID FORESTRY

ACIIVITIES COULD BE STRENGTHENED. THE PP SHOULD ADDRESS
THESE CONCERNS. ' .

(C) PRIVATE SECTOR PARTICIPATION: THE PP SHOULD
INCLUDE SPECIFIC ANALYSES OF THF POTENTIAL PRIVATER
SECTOR ROLE, CAPABILITIES, AND CONSTHAINTS TO CROWTH
(E.G., GOVEHNMENT PCLICIES, “AH4 =T PRICES, TINANCE,
TANAGEMENT, ETC.) TO ENCOURLCE PRIVATE SERTOR
DEVELOPMENT Iy AGRICULIURAL AND FOBESTRI SUPPLY AND
MARLKETING ARZAS, ,
D) INCENTIVES 70 PRODUCTION afD CONSERVAYTION: THE pr
SBOULD DESCRIBE THZ PGLICY ENVIRONMENT AND YOW THE -
PRCJECT WILL DEAL #ITH NATICHAL POLICY CONSTRAINTS  OR -
TASE ADVANTAGE OF O2PORTUNITIES PRESENTED BI REFORMS FOR
REACBING PRODUCTION OBJECTIVES. FCR EXAMPLE, WHAT' '
NATIONAL POLICIES (REGARDING E.G., TEXNURE IN LAND, TREES
ALD OTHFR PRODUCTIVE RESQURCES; PRICING; MARKETING; ‘
FERTILIZER DISTRIBUTION; ETC.) CONSTRAIN INDIVIDUALS TO
PARTICIPATE IN TYE PRCJECT ACTIVITIZS.

E) SUSTAINABILITY: THE PP SHLULD ADEQUATELY DISCUSS
W0 RELATED POINTS op TH SUSTAINARILITY OF FROJECT
ACTIVITIES; 1) COVIRAGE OF RECURRFNT COSTS AND FUTURE
REVENUE GENERATION LAY THE LOCAL LEVEL; AND 2)
ISTABLISHMENT OF ADFQUATE LOcAL ADMINISTHATIVE CAPACITY
TO GENZRATE ANMD EXPEND REVZNUES.

F) CONTRAGTING MODE: THE PP SHOULD DESCRIBE CONTRACTOR
UESPONSIBILITIES, - THE EVALUATION FOUND THAT CNE OF THE -
RLASONS THE ORIGINAL RAPTI PRCJECT WAS SO MAMAGMENT "=
INTENSIVE WAS THAT THE MAIN CONTRAGTOR KAS USED -IN' PART
3o pd BODY SHOP;“1.E., TO HOUSE CONTRACTUALLY A NUMBER' OF
PERSONNEL WHOSE RECRUITMENT AND SUPERVISION REMAINED
WITR THE MISSICN., THE EVALUATION RECOMMENDED THAT .
EUTURS TECENICAL ASSISTANCE BE PROVIDED BY A FIRM WITH
FXPLICLT CORPORATE RESPONSISILITI FOR MANAGING THE

PROJECT., THE TECHNICAL ANALYSIS REPORT SECONDS' THAT -
RECQMHEND&TION.- : o

G). “'FERTILIZER: T4E Fi 3HOULD DESCRIBE HOW THE PROJECT
‘WILL ADDRESS FERTILIZER PISTRIBUTION PROBLEMS, WHICH THE
EVALUATION FOUND A MAJOR AND POLICY-ORIENTED CONSTRAINT *
TO AGRICULTURAL'PRODUCTIVITY. THE PID TECANICAL e
ANALISIS SUGGESTEID AN INNCVATIVE, LONG-SROT APPROACH -
YORKING THROUGH THF DISTRICT LEVEL AFPARATUS AS WELL A§ °
A*YARIETY OF PRIVATE SECTOR ORIENTED APPROACHES WRHICH =

1/2 UNCLASSIFIED STATE * 214371/01
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‘WITH ASIA' MISSIONG BUY WOULD
‘REQUEST “I5'RICTIVLD v 00i),
£ 011G HTSEN Q U I e APTORIT
USAID/PAKISTAN, -DXTIR THOI A
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RAPTI DEVELOPMENT PROJECT

To improve the balance among
poptlaticn., land and natural
rescurces.

(367-0155)

QRJECTIVELY VERIFIABLE INDICATORS

Contextual Indicators for Zone
Land use patteras

Vegetative cover 5 severely
degraded lands

Livestock population
Population data

LOGICAL FRAMEWORK MATRIX

MEANS OF VERIFICATION

Aerial photo analysis cf
land use (NSRC)

Livestock census (DLDAH)}
National census data

bazg Bl

November 1986

ASSUMPTIONS

GCN policies and regulations
mazintair 5 positive enviren-
ment for increasinu production,
conserving natural resources,
and reducing population yrowth.

PURPOSE

To increase aqricultural
and forestry production
through local capacity
building. -

ORJECTIVELY VERJFIABLE INLDICATORS

Impact Indicators for the lcne
1. Cereal angd horticulture produc-
tion increased in areas where
tested technology is available:

Pice production increased 19%;

Wheat prcduction increased 20%;

Maize production increased 1l1%;

Horticulture and cash crops

increased by 25%.

2. A medel for increased livestock
preoductivity through grazing con-
trol, improved herd management and
increased fodder production is
tested and applied by 35 livestock
management groups.

3. Forestry programs increased
through expanded local management:

18,000 ha. (26% of degraded for-
est area) is replanted, and 22,000
ha. is stabilized, protectad, and
managed for sustained yield of
forest products under active local
management.

MEANS OF VERIFICATION

l.a. Block Production moni-
toring and Rapid Low Cost
Studies (RLCS) of technology
adeption of production in-
creases in areas targeted
from LRMP data.
1.b. National Production
data (DFAMS)

2.a. Fodder production
increases by RLCS and pro-
ject monitoring data.

2.b. Service delivery of
improved breeds, fodder trees
and extension services.

3.Project monitoring system
and DOF records.

ASZUMPTION

1. Naticpnal GON preograms con-~
tinue to provide technology,
preducticn inputs and credit
i support of expanding pro-
ducticn in the Rapti Z2one.

2. Livestock group extension
and confined rearing are suc-
cessfully estatlished in Zone.

3. GON maintains positive
policies towards community
forest management and private
forest development.
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HAPT1 DEVELOFPMENT PRCJECT (367-0155)

LOGICAL FRAMEWORK MATRIX

Page B2

Noverber 1986

PURPOSE

OBJECTIVELY VERIFIABLE INDICATORS MEANS OF VERIFICATION

4. Better community management of
production resources is achieved and MPLD records.
by 100 local groups resulting in

increesed preoduction, local

government revenue, and private

investment for development.

4. Project monitoring system

ASSUMPTIONS

‘n

4. Development of local
groups successfully evolves
and is assimilated within
the Panchayat structure.

QUTFPUTS

1. Agriculture & Livestock:

a. Cereals production

b. Livestouk productivity

OBRJECTIVELY VERIFIABLE INDICATORS MEANS OP VERIFICATION

Monitoring lndicators for the Zone

RLCS technology adaptio:
studies.

ADO and LO Records.
PPYT & Block Prod. data
Project monitoring data.

Improved production technologies
expanded to cover 25% eof applica-
ble land type areas with:

rice preduction up from 164,000
MT to about 170,000 after Yr. 3
and to about 195%,000 MI' at EOP;

wheat production up from 243,000 K
MT to about 263,000 after ¥r. 3 .
and to about 300,000 MT at EOP;

maize production up from 360,000
MT to abeout 375,000 after Yr. 3
and to about 400,000 HT at EOP.

Livestock Office records.
Project monitoring data.

Organized 5 model liveistock prod-
tion groups by ¥Yr. 3 and 35 by EOP
for marketing, common resource
managenent and health services.

Increased supply of fodder and
forage through new plantings, imp-
roved grazing control, and bhetter
utilization of crop residues.

ASSUMPTIONS

Effective extension method-
lcgy can e effectively combin-
ed with Increased local group
management.

DLDAH supports formation of
livestock groups and local
verification and assessment
trials for livestock.
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RAPTI DEVELOFMENT PROJECT (367-0135)

OUTPUTS

c. Vegetable, Fruit and
Cash Crop Production

d. Irput Supply and
Marketing

2. Forestry and Natural

Resources:

a. Community Forestry

OBJECTIVELY VERIFTIABLE iRDICATORS

Established 15 private fruit nur-
ceries by Yr. 3 and 20 by EOP
producinag 11,000 seedlinas per
year after Yr. 3 and 26,000 per
year at X0P; planted 170 ha. of
new fruit orchards after Yr. Z and
2,000 ha, at EOP; expanded vege-
yable seed production to 6 MT
per vear after Yr. 3 and to 12 MT
per year at FOP.

FPertilizer reqguirements planasd
and supplied {cr timely sale
through expanded private dealer
network. Established local seed
multiplication and dissemination
in tarcet areas. FEstablished
nurs«ries, orvchards, and seed
production centers for VFC crop
prog:am. ITmproved market infor-
mation services.

Improved forest management through
90 local forest user groups after
Yr. 3 and 330 at EQP, actively
using management nlans to autono-
mously manadge forests in 45 Pan-
chayats after ¥Yr. 3 and in 165
Panchayats at EOP. Lstablished
4,200 ha. of of Panchayat Forest
after Yr. 3 and 11,700 ha at EOP,
supperted by 110 nurseries after
Yr. 3 and -184 at EOP, producing
2.4 million soedlings per year
after Yr. 3 and 4 million per

at EOP. Established Panchavat
Protected Forests in 36
Panchayats after Y¥r. 3 and in 110
Panchayats at EOP.

IODGICAL FRAMEWORK MATRIX

FEANS OF VERIFICATION

Project monitoringa
Contrastor reports

AIC, ADO and 1.0 recc-ds.
Project monitoring da*a.

DFC records.

Annual RLCS on participa-
ticn and forest management.
Plantation survival surveys

Page B3

November 1986

ASSUMPTIONS

A private sector approach
coordinated with DOA can he
effectively implemented.

Fertilizer supply nationally
te the Zone is guaranrnteed and
supplied as needed to fulfill
demand.

Transpcrtation system con-
tinues to be developed so as
not to constrain increased
marketing.

Community forestry committees
are able to function with
increasing independence ang
provide sound forest manage-
ment.



&9

Annex B

RAPTI DEVELOPMENT PROJECT

MEANS OF VERIFICATION

OUTPUTS

b. Frivately Managed
Ferestry

c. Government Managed
Forestry

d. Conservation and
Stabilizaticon

e. Modified Taungya

P

OBJECTIVELY VERIFIABLE INDICATC S

Assisted with planting of BS ha.
of trees by private individuals or
aroups after Yr. 3 and 800 ha. at
LOP. Established a district-
level leased forestry program
covering 50 ha. after Yr. 3 and
350 ha. at EOP.

Expanded district nursery pro-
duction to 1.2 million secdlings
per year after Yr. 3 and 1.3
million at EOP, and planting to
375 ba. per year after Yr. 3 ard
415 ha. per year at EOP so that
3,400 ha. are planted by EOP.

Expanded tree seed collection
to support district and Panchayat
needs.,

Exzpanded nursery production tc
506,000 serdlings per year after
Yr. 3 and 750,000 per year at EOP;
Stahilized 30 ha. roads, trials,

& canals after Yr. 3 and 140 ha.
at EUP. Protected and improved
330 ha. of watershed after Yr. 3.
and 1,200 ha. at EOP. Controlled
7 gqullies after Yr. 3 and 28
gullies at EOP.

Produced about 14,000 m3 of fuel-
vood per year from annual harvest
of 97 ha.of forest. Produced 368
MT of agricultural produce from
291 ha. per year benefitting 440
poor farm families.

LOGICAL FRAMEWORK MATRIX

Private planting survey.

DFC records.

DFC records.

Plantation survival surveys

Project Monitoring

LSTWM records.
Photopeint surveys.

DFC razcorde
RLCS on =z2gro-forestry
Froject Monitoring

Page B4
November 1986

NSSUMPTIONS

GON promulgates regulations
and implementaticn guidelines
for leased forest program.

Requested species will be

available for private planting.

Seed ccllection for fodder
species can be improved.

DSCWM can get greater local
support and participation for

Mgro-forestry is accepted
by local) farmers.
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RAPTI DEVELOPMENT FROJECT (367-0155) LOGICAL FRAMEWOPK MATRIX

OUTPUTS MEANS OF VERIFICATION
3. Local Groups and

Private Enterprise:
a. Local Groups

ADB and Project records for
data on credit scheme per-
formance.

RLCS on group performance.

1L.DO and Procject records.

Expanded SFDP with 30 new sites
for a total of 55 in the Zone.
rstablished 3 pilot Small Farmer
Associations with autcnomous local
management. Expanded local user
groups for livestock, forestry,
irrigation and women, and estab-
ished 3 pilot demcnstrations for
integratien of user groups within
Panchayat structure.

b. Private enterprises Established a Private Enterprise
Unit with ADB in Tulsipur. Start-
ed 25 new small enterprises based
on feasibility studies prepared by
PEU. Started 100 new household
and micro enterprises involving
agricultural and forestry areas
supported under the technical
components of Project.

Agriculture RICS.

Private tree planting survey
Project records and con-—
tractor reports.

4. District Institutional
Development:

Improved operation of LDO for
planning, coordination and moni-
toring development programs. Im-
proved management of District and
Village Panchayets for development.
Established WID program that has
increased womeln's participation
in agricultural and forestry
development. Constructed through
local users groups approximately
20 steel bridges and rehabilitated
approximately 2,500 has. of
irrigation.

District Development Plans
Froject records.

WDO records-

RICS on productiecn and
participation in agricul-
ture and forestry.

Page BS
November 1986

ADB provides sufficient
personnel and support to
expand program.

SFD? growth and repayment
rates are sufficient for
covering administrative costs
within five years.

GON policy permits local
groups tc opcrate effectively.

These efforts complement
GON services and are encour-
aged by GON policy.

GON continues decentraliza-
tion policy as major mechan-
ism for implementation of
rural development programs.

Line agencies can effective-
ly use resource inventories
and other monitoring data to
guide program plans.
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Annex B

RAPTI DEVELOPMENT PROJECT (367-0155)

INPUTS

1. Technical Assistance

. 2. Local Group/Private Asst.

3. Participant Training

4. Commodities

5. Local Currency Develop-

ment Programs

TOTAL A.1.D. PROJECT COST

TARGET

Long Term: 17 per. yrs. expatriate

56 per. yrs. Nepali
Short Term: 62 pm. expatriate

75 pm. Nepali
Evaluation, Spec. Studies

Overhead, Fixed Fee

Contract Support, Travel,
Grants to Private Voluntary Orgar.
Consultants from AJD,/W Projects
Contracts with Nepali firms

In-country deqree training

Thiréd country training
U.S. short term tvaining

hAgriculture
Hortjiculture
Livestcck
Agricultural Inputs

ADR programs

FPorestry

Soil Conservation

lLocal Development Office
Women Development

Rural Works

Reads Maintenance

Project Coordinator's Office

LOGICAIL

$

665,000

520,000
310,000
44,000
445,000
1,054,000
1,353,000

659,000
669,000
500,000

165,000
635,000
200,000

475,000

1,573,000
225,000
1,072,000
116,000

725,600
1,720,000
866,000
572,500
167,500
700,00v
300,000
575,000

f e e teseecrecsssscacssesasanansanensa$.18,800,000

FRAMEWORK MATRIX

GON and USAID

re-.ords and repo-cs

Page B6

November 1986

ASSUMPTI1ONS
1. T.A. contractors pro-

vide qualified and ef-
fective personnel.

3. Qualified partici-
pants received relevant
training, return and are
retainéd by Project.

4. N/A

S. An cffective local
currency budgeting and
disbursal system is
successfully implemented

by the GON and USAID.
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CHECKLIST OF STATUTORY CRITERIA-
PRCJECT tO. 367-0155

Items from the Statutorvy Criteria Checklist have heen
reviewed and taken into concsideration durinag the preparation cf
this Project Paper and applicable items have heen:addressed.
This Checklis* is up-to-date.

I. COUNTRY CHECKLIET

k. GENERAL CRITERI2 FOR COUNTRY ELIGIBILITY

1. FAA Sec. 4f1; FY 1987 Continuing Resolution. Has it
teen determ:ned or certifjed to the Congress by the
President that the government of the recipient country
has failed to take acdecuate measures or stens to
prevent narcotic and psvchotropic drugs .or other
controlled suhstances (as listed in the schedules in
section 202 of the Comprehensive Drua Ahuse and
Frevention Control Act of 1271) which are cultivated,
produced or proressed illicitly, in whole or in part.
-in such countrvy or transported through such country,
from reino sold illecally within the <durisdiction of
surh countrv to United States Government personnel or
their dependents or from enterino the Unlted States
unlawfullv?

No.

2. FAD Cection. €20(c). If assistance is to a
goverrment, -is the government liahle as dehtor or
unconditional guarantor on anv dekt to a U.S. citizen
for goods or service furnished or orfered where (a)
sucrh citizen has evbausted available legal remecies
and (k) the feht is not denied or rontested hy such
goverrment?

HNo.

3. FRE Sec. €20C(e) (1).. If assistance is to goverrment,
has it (1nclu61nq qovernmenf eagencies or suvhdivisiors)
taken any action which has the effect of nationalizing
expropriating, or otherwise .seizina ownership or
control of propertv of U.S. citizens or entities
heneficially owne? by themr without taking steps to
discharge.its oklications towards such citizens or
entities?

HO.
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FAA Sec..620(a), 620(f). Ts recipient countrv a
Communist countrv? Will assistance he provided *o
Angola: Camtodia. Cuha. 'Laos, Vietnam, Svria. Libva.
Irac. or South Yemen? Will assistance ke nrovicded
to Afganistan or Mozamhicue without a waiver?

No.

FARA fec. 620(4). Has the courtrv permitted. cr
failed to ta¥e adecuate measures to.prevent, the
damage or destruction hv moh action of U.S. propertv?

mo.i

FAM Sec. 620(1). Has the countrv failed to enter
into an aareemept with OPIC?

No.

FAA Sec. 620 (o); Fishermen's Protective Act of
1967, as amended. Sec. 5. (a) Has the countrv
seized, or imposed anv penalty or sanction against,
any U.S. fishing activities ir international
waters? (F) If so, bas anv deduction recuired hv
the Pishermen's Protective 2c+ reen made?

Wo.

FAA Sec. $20(a); FY 1°P7 Continuina Pesolution. (3)
Has the government of the recioient countrv heen in
default for more than six months or interest or
principal of anv AID loan to the countrv? (r} Eas
the ccuntrv heen ir default for more than one vear
on interest or princival or anv U.S. loan under a
proaram for which the eporopriation kill
appropriates funds?’

KNo.

FAA Sec. 520(g). If contemplated assistance is
development loan or from Economic Support Fund. bas
the Administrator taken into acccunt he amount of
foreign exchanage or cther resources which the
countrv has spent on militarv ecuipment? (Reference
rav ke made to the annual "Taling into
Consideration" memo: "Yes, talen into acrourt hv
the Administrator at time of approval cf Pgencv
CYR." This approval hy the Administrator of *+he
Operational Year Budaet can he the hasig for arn
affirmative answer during the fiscal Year unless
siagnificant chanages in circumstances occur.)

Not applicable
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10. FAR. Sec. 620(+). -Fas the countrv severed
diplomatic relations with the United States? If so.
have thev reepn resumed.and have pew hilateral
assistance acreements bheen negotiated.ard entered
irte sipce such resumption?:

!

No.

1l. FAA fec. 620(v). What-is.the -payment-statvs of the
countrv’s U.lM. okligations? If +he: countrv is in
arrears; were such arrearages talen into accourt »v
the AID ?éministrator in determirina the currert AIDR
Operational Year Pudaet® (Refercnce may ke made to
the.Taling into Consideretion memo. ).

Nepal is not in arrears
in its obligations to the OU.N.

12. FPA fec. €202; FY 1687 Continuing Resolution. Fas
the courtrv ajded or zhetted, hy ararting sanctuary
from presecution to, anv individual or group whick
has " committed an act of international terrorism?
Ilas the country sided or
abetted, hy arantina sanctuarv from prosecutior to.
anv individual or arcup which has committed a war
.crimez.

Ne.

L3. F~P fZec. €Gf. Does the countrv cokdect, on thke hasis
of rece. relicion. rational origin or seyx. to the
rresenne of arv officer or emplovee of +he U.S. who
is nresert in-such rountrv to carrv out ecenomi~

«development proarams under the. FART

No.

.4+ FIPP feci, GES. £70.. Has the countrvy. after Mvoust 3.
1677, delivered or received nuclear -enrichmen+ or
reprocessing equipment met2risle. or technoloav,
without sperific arrangements - or: gsafecyaris? Fas it
transferred a nurlear exrplosive device to a
ncn-nuclear weanon state. or if cuchk a state, either
received or detorated a nucleer ewvplosive dewice,: -
after Puqust 3, 197772 (FA) fec. F20F permits a
special waiver of fer. €69 for Fakistan.)

No.
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ISDC2 of 1981 Sec. 720. Was the countrv represented
at the leeting of Mipister of Foreian Affairs and
KEeads of Delegations of the Non-Aligned Countries to
the 36th General Session of the General Assembhlv of
the U.N, of Septemrer 25 and 2F, 198, and fajled to
disasscciate itself from the communique issved? If
so, rhas the President taken into account?

(Reference may be made to the Taking into
Consideration memo.) B

The GON disassociated
itself from the communigue.

FY 1987 Continuing Pesolution. EKas the recipient
countrvy been determined by the President to have
engaged in a consistent pattern of obposition to the
foreign policvy of the United States?

No.

B. FUNDING SCURCE CRITERI2 FOR COUNTRY ELIGIBILITY:

1.

" Development Assistance Countrv Criteria.

FAA Sec. 116. Has the Derartment of State
determined that this government has encgaged in a

‘consistent pattern of aqross violations of

internationally recognized human rights? If so, can
it ke demonstrated that contemplated assistance will
directly henefit the needv?

Ho.

Economic Suppeort Fund Countrv Criteria:

a. FAA Sec. 502B. Has it heen determined that the
country has engaged in a consistent pattern of aross
violations of internationally recoanized buman
rights? If so. ras the countrv made such
significant improvements in its human rights record

"that furnishing such assistance is in the national

interest?

Not applicable.

II. PROJECT CHECKLIET

A. GENERAL CRITERIP FOR PRCJECT

1.

FVY 19287 Continuing Resolution
FAA Sec. ~34F; Sec. 653(h)

(a) Describe how authorizina and appronriations
committees of Senate and House have lreen or will re
notified ¢oncernina the pro-iect:
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Notification of thée proposed prbjéctjwas sent to
Congress in the Congressional Presentaton.

and (F) Ts assistance within (Operationsl Year
Budget) countrv or international oraganization
allocation reported to Congress (or not’more than $1
million over that amount)?

Yes.

FPP fec. €11(a)(l). Prior to otligatior in excess

1$100,000, will there be (a) enaineerina,
f1hanc1a1 or otber plans neressarv to carry out the
a551stance, o

Yes.

and (r) a reasonahly firm estimate of the cost to
the: .8 of ‘the assistance?’

Yes.

© FAZ. Sec.-®1Y(a)(2). "If further legislative action

is'feouired ‘within recipient’ counttv. what is hasis
for reasonahle eynectation that such actjon will be
comtrleted in time to permit orﬁprlv accomnllsbmenf
of purnohe bf the asqavfance°

AR ~ oL
. - l et

Rd” fnrther leqlslatlve action is recu1red.

FAA ZSec.fl)(h); FY lOp7 Contlnulnq Resolution.
Tf for watetr or water relsted land resource

"con=$rur+10n, has” browecf met the standards and

criterid as’ sét forth in theé Principlés and
Standards for Planning Water ard Related Land

‘Reqourre, Aated C@torer 25," 1973, or the Water

Pegolrces Plannind-Ack (42 U.S,C. 1862, et seq/)?
(See PID HanAhoo!t 3 for new aquidelines.)

Yes.

"FPI Sec. fll(e). If brodect is capital assistance

(e.a., construction), and all U.S., assisfance for it
will exceed $1 million, bas Lzssnon'DireCtor
certified and Regional Ascistant Administrator taken
into ¢onsideratior the countrv's capakility to
effectively maintain and utilize the proiect?

FAA 6ll(e) Certification is attached in Annex E
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FAR fec. 20%. 1Is protdect gsusceptille to ewxecution
as .part of reaional or .multilateral proiect? If so,
whv is prodect not so executed? Informatior and
conclusion whether assistance will encouraae
regional development. proarams.

No.

FAA Sec. 60l(a). Information anag conclusions
whether proijects will encourage efforts of the
country to (alincrease the flow of internratioral
trade; (k) foster private initiative and
competition; and (c) encourage development ard use
of rooperatives, and credit unions, and savinas anrd
savings and loan associations; (d) discourage
monovolistic practices; (e) improve techniral
efficiency of industrv. aariculture and. commerce;
and (f) strenathen free lahor unions.

(a) The Project will increase agricultural
production which is an important trade and export
sector for Nepal.

(b) The. Project includes programs for expanding and
strengthening private. enerprises in the Rapti Zone.

(c) The Project will strengthen the operation of a

variety of local groups to help them become
independent, self-supporting organizations for input
supply, local resource. management and savings
mobilization.

(d) The Project will test a program of price
decontrol and open dealer registration for
fertilizer supply in the Rapti Zone.

(e) The project will provide technical assistance,
training and program support to improve efficiency
in agriculture. ‘

(f) not applicable.

FAA fec. G01(L).: Information and conclusions on how

- project will encourage U.S. private trade and
-inpvestment arroaé and encourage private U.S.

participation. in foreigr assistance proqrams
(including use of privare trade channels and the
services of U.S. private erterprise).

-Not applicable.

M
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FAZ fec. 612(+), f36(h): FY 19887 Continuinc
Resolution. Descrihe steps taken to assure that, to
the marimum extent possibdle. the countrv is
confr1but1na local curréncies to meet the cost of
contractual 'and other services, and foreiagn
currencies owned by the U.S. are utilized ir lieu cf
dellars. -

Local currency financing will be .provided. through a
percentage financing system that will assure that
GON contributions are made. 'The Projéct Grant
Agreement will contain provisions to assure that the
GON will support the 1oral cost expenses of the
Progect. o

FAA Sec. 61?(6)1"Does the U.S. own excess forelan

“currency of the courtry and; ifi'so, ‘what

arrangements nave been made for its releaSé?

No. Previously utilized excess Indian Currency for
India training are no longer available.

.F2R Seclr €0l (e). Will tbé'ﬁrbﬁé%%fﬁfflizﬁb
‘competitive. selection pro¥edutres fot' ¥he awardina of

contracts, eycept' vhere applicakle prottreméent rules
2llow otherwise?

i

Yes.-

"FY 19€7 Cor*inuing Resolution. If assistance is for

the prcduction of anvy commodity for export,; is thre
commocdity likelv to ke in surpluvs on world Jartrets
at the time the resultirg broﬂhc+1ve caoahifv
Fecomes operative, and”is'shcR“acsistande” 1ikelv to
cavse substantial indiury to U.S. producers of thre
same: similar cr competing-commodity?’ ‘

Not appllcable.

I
FPA JlP(c) and (3). 'Does the proi€eF1&omBly with
the environmental procecdures set forth in AID
Requlafion 1€? - -Does the proiect or’ “prodram tale

-into consideration the orok]em of fhe ﬂoq*ruoflon of

tropical Foreofcf

Yes.

e
Vol '

CFAE Y21(A) .o IF ~a Sanel ornodect, ‘Fas a dpferm:natlon

heen made ithat -the host government has ap ﬂdeOUdfe

‘gvstem. for accountina for ap® rontroll;ho *ece:n*
and eryrpenditure of proiect funds (dollard or loral

currencv generated rherefrom)?

Not applicable.

R
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" FY 1987‘Continuina Resolution. Te dishursement of

the assistance conditioned solely on the basis of
the nolicies of any multilateral institutior?

Fo.

FUNDING CRITERIX FOR PROJECT

1.

a.

Development Assistance Proﬁéct~Criteria

FA?A Sec. 102(¥), 111, 113. 281l(a).. ‘Extent -to which
activity will (a) effectively involve: the. ombor in
development, bv extendina access to economy at+ local
level, increasinag labor-intensive production arf the
use of appropriate technology. spreadina investment
out from cities to small towns and-rural-areas, and
insurina wide participation of the poor in the

kenefits of development or a sustainedibasis, using

the appropriate U.3, institutions;. ...

The poor will benefit from the overall agricultural
and forestry production increases and directly from
special targeted programs for small farmers.

(b) heln develop cocoeratives, especiallv bv
technical assistance, to assist rural andwurbhan poor
to help themselves toward better 1life. ard otherwise
eéncourage democratic private and local goverrment
institutions;

The.Project will assist the development of
independent small farmer development groups.

(c) suppbrt'the self-help efforts of developing
countries:

The Projeot will strengthen local Nepalese
development institutions in the Rapti Zonsa.

() promote the participation of women in thre

national economies of develonina countries and tbhe
improvement of women's status;:

An emphasis of this project will be to increase the
number of Nepalese women involved in agricultural

and forestry developmental programs at the local

level in the Rapti Zone. This should not only
improve their contribution to the economic 1ife of
Nepal but improve their status in the society.
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(e) utilize and ercourage regional cooperation kv
developing countries?

The Project will utilize regional training
institutions such as A.I.T. in Bangkok and A.I.M. in
Manila and will support Mepalese attendance at
appropriate reglonal training seminars on
development.

FAR Sec. 103, 1032, 104, 105, 1(f. Does the proiect
fit the criteria for the tvpe of funds (funrctional
account) Feing used?

Yes.

FAE Cfec.l07. Is emphasis on use of appronriate

- techroloagy (relatively-smaller; ccst-savind.
‘daror-usina technoloaies that are agenerally most

arprooriate for the small farms, small husinesses.
and small incomes of the poor)?

Yes. The Project will support appropriate
technology application and small enterprise
development through a Private Enterprise Unit of the
Agricultural Development Bank. -

FAZ fec. 110(a). Will tle recipient countrv provide
at least 25% of the costs of the proqram, pro-ect,
or activitv with respect to whom the assistance is
to ke furnished {(or is the latter cost-sharinc
recuirement hreing waived for a "relativelv least
developed country¥)? :

Yes. The GON will‘conﬁribute local currency which
at the present exchange rate amounts to over 25% of
Project costs.

FAP. fec. 110(" ). Will grant capitel assistance re
dishursed for rrodect for more thar 3 vears? If so.
has justification satisfactorv to Conaress heen
mace:, oand efforts for other financina. cr is the.

.recipient country "relatively least Aeveloped"?

(5.0, 1232.1 defired a capital project as "the
construction, expansion, ecuipping or alteration of
a phvsircal facilitv or facilities financed kv RID
dollar assistance of not less than $100.000,
includina related advisorv, manaagerial and trainirag
services. and not undertalen as part of a pro-dect of
a predominantlyv technircal assistance claracter.”

Nepal is a relatively least developed country.

ﬁk
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FAA Sec. 122(b). Does the activity give reasonabkle
promise ¢f contributing to the development of
econonic resources, or to the increase of productlve
capac1t1es and self-sustaining economic growth

Yes.

FAA Sec. 28l(b).'- Describe ertent to whlch program
recognizes the partlcular needs. desires, ‘and
canacities of the people of the country,,utlllves
the country's intellectual resources to encourage
institutional development; and supports civil
education and training in skills required for
effective participation in governmental processes
essential to self-government.

This Project is focused on building the capacity of
local government institutions, loczal. prlvate groups
and private enterprises for plannlng, managlng and
financing self-sustaining development .activities for
agriculture and forestry.

Develoédédt Assistadnce Projectwctitefié (Loéns Only)

Farl' Sec. 122(B).” Information and conrlu51on on
capacity of the country to vepay the loan, at a
reasonable rate of interest.

Wot applir~able.

Fisd Sec. 620(d). 1If assistance is for any
productive enterprise which will compete with U.S.
enterprises, is there an agreement by the recipient
country to preven;hexoort tQ the U.3. of more than

20% of the enterprlst= s annual oroductlon durinqg the

life of the loan?

ot applicable.

Economic Support Fund Project Criteria

FAA Cec. 531(a). UWill this assistance promote
economic and political stability? To the extent
possible, does it reflect the policy directions of
FAu Section 1027

ot applicable.

FAA Zec. 531(c). Will assistance under this chapter
be used for military, or paramilitary activities?

‘Not applirable.
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C. FAA Sec. 534. Will ESF funds be used to finance the
construction of, or the operation or maintenance of,
or the supplying of fuel for, a nuclear facility?

If so, has the President certified that such use of
funds is 1nd1spensable to nonprollferatlon
objectives?-

Not applicable.

a. FAA Zec. 609. If commodities are to be granted so
that sale proceeds wiil accrue to theé recipient
country, have Special Account (counterpart)
‘arrangements been made?

‘Not applicable.

III. STAUDARD ITEM CHECKLIST

Listed below are the statutorv items which normally will
be covered routinely in those provisions of an assistance
agreement dealing with its implementation, or covered in the
agreement by imposing limits on certain uses of ‘funds.

These items are arranged under the general headings of
(A) Procurement, (B) Construction, and (C) Other Restrictions.

F Procurement

1. FAA Sec. %02. Are there arrangements to permit U.S.
small business to participate equitably in the
furnishing of commodities and services financed?

Yes.

2. Fan bec. 604(a). Will all procurement be from the
U.S. except as otherwise determined by the PreSLdent
or under delegation from him?

Yes.

3. FrA Sec. 504(d). If the cooperating country
discriminates against marine insurance companies
authorized to do business in the U.S.; will
commodities be insured in the United S5tates against
marine rlsk with 'such a company? - C

Yes.
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FiA Sec. 5304(e); ISDTA of 1980 Sec. 705(a). If

of fshore procurement of agricultural commodity or
product is to be financed, is there provision
against such procurcment when the domestic price of
such commodity is less than parity? (Exception
where commodity financed could not reasonably be
procured in U.S.)

Not aﬁplicable.

Fian Sec. 604(¢g). Will construction or engineering
services be procured from firms of countries which
are direct aid recipients and wnlch are otherwise
eligible under Code 541, but which 'have attained a
competitive capability in international marikets in
one of these areas? Do these countries permit
United States firms to compete for construction or
engineering services financed from asqlstance
programs of these countries?

(a) No. (b) Not applicable.

FAill Sec. 603. Is the shioping excluded from
compliance with requirement in section 901(b) of the
Merchant Marine aAct of 1936, as amended, that at
least 50 per centum of the gross tonnage of
commodities (computed separately for dry bulk
carriers, dry cargo liners,; and tankers) financed
shall be transported on privately owned U.S. flag
commercial vessels to the extent such vessels are
available at fair and reasonable rates?

No.

Fid Sec. 621. If technical assistance is financed:
will such assistance e furanished bv orlvate
enterprise on a contract basis to the fullest extent
practicable? If the facilities of other Federal
agencies will be utilized. are they particularly
suitable, not competitive with private enterprise,
and made available without undue 1nterferenre with
domestlc programs?

Yes, contract basis will be used to fullest extent.
No facilities of other Federal agencies will be
utilized.

International air Transportation Fair Competitive
Practices Act, 1974, If air transportation of
persons or property is financed on grant basis, will
U.S. carriers phe used to the extent such service is

available?

Yes.
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9. FY 1985 Continuing Resolution Sec. 504. If the U.
Government is a party to a contract for procurement,
does the contract contain a provision authorlzlng
termination. of such contract for the convenience of-
the Unlted Qtates’

Yest

Construction

1. FHA'Qec 601(d). "'If capital (e g.,.constructlon)
project, will U.o. englneerlng and professional
services be used’

Not applicable. Only minor local construction is
involved. ' " A

2. FAA Sec. 511(c). If contracts for constructlon are
to be financed, will they be let on a competitive
basis to maximum extent practicable?

Yes.
3. FAA Sec. 620(k). If for' construction of produotlve

enterprise, will aggregate value of assistance to be
furnished by the U.5. not exceed $100 million
(except for productlve enterprises in Egypt that
were descriied in the CP)?

Not applicable.

Other Restrictions

1.

FAL Sec. 122(b). 1If development loan, is 1nterest
rate at least 2% peér annum during grace perlod and
at least 3% per anrum thereafter?

Not applicable.

FAA Gec. 301(d). 1If fund is established solely by
U.5. contrlbutlons and’ admlnlstrated by an '
international organl"atlonr does Comptroller ‘General
have audit rights? -

Not applicable.

FAA Sec. 6207(h) Do arrangements exist to insure
that Urited 3States foreign aid is not used in a
manner which, contrary to the best interests of the
United S5tates, piomotes or assists the foreign” aid
projects or activities of the Communist-bloc
countries

Yes. [
7
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will arrangements preclude'uses of financing:

FAA Sec..l104(f); FY 1987 Continuing Resolution.

(1) To pay for performance of abortions as a method
of family planning or to motivate or coerce persons
to practice abortions; (2) to pay for performance of
involuntary sterilization as method of family
planning, or to coerce or provide financial
incentive to any person to undergo sterlization; (3)
to pay for any biomedical research which relates, in
whole or part, to methods or the performance of
abortions or involuntary sterlizations as a means of
family planning; (4) to lobby for abortion?

Yes, Precluded.
FAA Sec. 620(g). 7o coumpensate owners for
expropriated nationalized property?

Yes, Precluded.

FAA Sec. 560. To provide training or advice or

provide any financial support for police, prisons,
or other law enforcement forces, except for
narcotics programs?

Yes, Precluded.

FAA Sec. 662. For CIA activities?

Yes, Precluded.

FAA Sec. 6356(i). For purchase, sale, long-term
lease, exchange or guaranty of the sale of motor
vehicles manufactured outside U.S., unless a waiver
is obtained?

Yes, Precluded.

FY 1987 Continuing Resolution. To pay pensions,
annuities, retirement pay, or adjusted service
compencation for military personnel?

Yes, Precluded.

FY 1987 Continuing Resolution. To pay U.ud.
assessments, arrearages or dues?

Yes, Precluded.
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FY 1287 Continuing Resolution. To carry out
provisions of FAA section 209(d) (Transfer of FAA
funds to multilateral organiczations for lending)?

Yes, Precluded.

FY 1987 Continuing Resolution. To finance the
exnort of nuclear equipment; fuel, or technology or
to train foreign nationals in nucelar fields?

Yes, Precluded.

FY 1987 Continuing Resolution. For the purpose of
aiding the efforts of the government of such country
to repress the legitimate rights of the population
of such country contrary to the Universal
Declaration of Human Rights?

Yes, Precluded.

FY 1987 Continuing Resolution. To be used for
publicity or propaganda purposes within U.S. not
authorized by Congress?

Yes, Precluded.

\Q
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Mr. David K. Wilseon
Director
USAID/Nepal
Kathmandu

Dear Mr, Wilson,

Kindly refer to the letter dateg
Rapti Development Froject oz 357-015%
Document. We would like to thank the

the document.

He revieyed the documents #

or

broadly endorsg the general thrust of

increase agricultural and forestry
: building., As regards the degipn o+
agricultural ang forestry components.
the project should also ¢
component in ord
end other sectors of the Rapti Zone,
conatruction of the rural fidder road
enhance the production capacity of

benefits that the pProject has envis

. ; .‘!wq
His Majeslyis Governnenl

Rap i

production

nclude, as in the first pha

er to facilitate the product

‘ Your neceasary cooperation will be hiph

ANNEX - D
il S

MINISTRY OF FirANCE
KATHMANDU
MEPAL

24th October 1986

May 16,1986 egerding

Draft Project Identification
USAID Mission f or preparing

follow up prcject. We
the document, that s to

throuph local capacity

the project, we support the

fevertldess , we feel that
ae, the road
ion in agriculture,fcreatry

e sre of the view that the

wi1ll further contribute to

the Repti Zone gend maximise the
aged.,

ly aprreciated.

Yours sincerely,
3 /
( E{HXEWJAIL

PP, Daha) A
Joingt Secretary
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Foreign Assistance Act, 6ll(e) Certification

Project
Grantee

Financing :

Description :

Justification:

Rapti Development Project (RDP) -- Ho. 367-0155
Government of Wepal (GON)

4.I.D. $18.8 NHillion
GOW 3.5 ilillion local currency equivalent

The Rapti Development Project (RDP) is designed
to assist the Government of Nepal (GOW) increase
agricultural and forestry production in the
Rapti Zone. This will be accomplished by
improving production technology transfer through
GON district line agencies and through
strengthened local farmer organizations and
private sector service delivery. The RDP will
ve implemented in the five districts of the
Rapti Zone by the district oflices of the
¢linistries of Agriculture, Forests and Soil
Conservation, and Panchayat and Local
Development (iPLD). MPLD will be the lead
agency nationally and will provide support for
district implementation through a streamlined
Project Coordinator's Office (PCC) in the
Project Zone.

The financial and human resources capability of
the country to maintain and utilize the Project
are examined in the Administrative and in the
Economic and Financial Analyses. Since the
Project will use existing GOIl administrative
structure and policy and will build on the
institutional kase established by the Phase I
Rapti Project, verv few new GOil personnel will
pe required over the life of project. As
presented in the recurrent cost analysis of the
Economic fsnalysis; it is expected that GOi
district agency staff will only be increased by
approximately 55 positions above the existing
approved level; this is only an ¢ percent
increase. If the staff of the Project
Coordinator‘s Office is included, the overall
effect will be only a 5 percent increase in
staff since the streamlined PCO will have
approximately 50 employees; a reduction of 25
from the level in the Phase I Rapti Project.
Because of the local capacity building focus of

‘the Project, GOl recurrent costs after the

Project may actually he less than wvhat would be
required to maintain current activities without
the Project.
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Certification:

Page EZ

I, David M. Wilson, the Director of the Agency
for International Development Mission to Nepal,
have reviewed the requirements of the Rapti
Development Project and the GON financial an2
human capability to maintain and utilize the
Project. Based on this review and the good
performance of the GON in supportirng the Phase I
Rapti Project, I hereby certify that in my
Judgment Nepal has the capability, both as to
financial and human resource, to effectively
maintain and utilize the Rapti Development
Project.

/7 /)/,/ - ] 77
\é ‘J/" ‘,{"I’~ {./"-‘lo\.f'{::w—‘—-—
1

David M. W<

son
Director
USAID/NHepa?
Yl ’ -7
B
Date

A\
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Source and Origin Waiver

A. Cooperating Country : ‘Nepal

B. Project - : Rapti Development:Project (367—Q155)
C. datu.e of ' Funding : - Grant
D. Description of Goods : Various office & Technical Eduipment

with a unit value not exceeding $5,000

E. Approximate Value ¢ US $100,000
F. Likely Source : Japan; Europe
Discussion:

With reference to the Procurement Plan of the Rapti Development
Project Paper, it is recommended that selected small value
procurement be permitted from Code $35 countries (Developed Free
World). This will be for the importation of items that would
normally be shelf-item goods but are frequently out of stock.

Justification:

3ince the Government of Nepal has not established procedures that
easily permit the procurement of tax-exempt shelf items, thére is
a cost saving if such goods are ordered and imported through local
companies. The Project will require numerous pieces of office and
technical equipment that come under this category. These

include: typewriters, photocopiers, calculators, voltage
stabilizers and regulators, small household appliances, survey and
soil testing equipment, and spare parts for items purchased under
the Phase I Rapti Project. Electrical items must be 220 volt, and
require locally available spare parts and local maintenance.
Furthermore, timely availability is an important consideration.
The total amount requested for this waiver of source and origin is
$1000,000.

The approval of a source o-‘gin waiver for this small value
procurement will facilite .« implementation and reduce the
documentation preparation and administrative burden that would be
required if an individual waiver were to be required for each
transaction. It will also facilitate implementation by assuring
that new equipment is compatible with existing equipment, that
local servicing and spare parts are available, and that
implementation is not delayed by untimely delivery of required
equipment.
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Authority to Grant Waiver:

The Director of USAID/Wepal, under the Redelegation c¢f Authority
No. 112.1, Section 2.F. and pursuant to Handbook 1B, Section
5.B.4.a(7), has the authority to waive source and origin
requirements to permit the procurement of goods and services from
countries within A.I.D. Geographic Code 935. The Director's
authority to waive source and origin reguirements is limited to
$5,000,000 per transaction (exclusive of transportation costs).

Recommendation:

That as part of the Project Authorization you approve this waiver
of source and origin to permit procurement under the Rapti
Development Project of small value items (less than $5,000 unit
value) from Geographic Code 935 in a total amount not to exceed
$100,000.

Certification and Approval:

By signing the Project Authorization, the Mission Director
approves the waiver and certifies that the exclusion of
procurement from Free World Countries (Code 935) other than the
Cooperating Country and countries included in Code 941 would
seriously impede the attainment of U.S. foreign policy objectives
and the objectives of the Foreign Assistance Program. The waiver
i1s approved pursuant to Redelegation of Authority No. 112.1
Section 2.F. and to Handbook 1B, Section 5.B.4.a.(7).



2

R A

P
P bt St S e e o JBLEP T Y-y

WY
. A TR ) Fabelhe vy g
N e

o

hiadle i

o o 11"-?h

ACTION AT INFOS P AMB! DOM-2 ADMIN i (5)) R iy
RISt : i

Rl Lk TR TCo T sl
lfr_-'?; t;\:!_?‘.f sl b AR A

ﬁZCZCKTOBBEEH?EEQﬁETft‘

10C:'venenu2g g

BRERUFHET gty ssintitie o & : ; 21 MAR 86 L 041
DERUEHCY 1644110701957+ ; : O3 81 g i
‘ZNREUUUUU ZZE 2 st : " CHRG: AID
RY201958Z°  MARY 86" 2 X ' UEATEN DIST3"AAID
FN?SECST&TE”H&SHQCT{T”‘ ; : '
moﬁmrnamonnnwanf:*“'*Lf 5 :

G Y SR X .-.'fl‘l X
BN N At s
‘UNC! AS??STAE‘E,QSBML-;'_} i
ST AT HAL TS

ADMYAID s 3%

"W ~:]!L';i i

Ao i ar e LRy O i) AR 1
TR A OO : :
ELO 12856 405y 7 v s :

TAGS s 20ty [ /A Dy et !

SUBJECT:F"'“BLANKET*SQURCE/ORIGIN‘warvnnfron CERTAIN MOTOR *‘ 3 .=
vngCLgsvronjpnochTSj Bk ” i
i?fﬁon‘maacnﬂ?frlees,rTHE ADMINISTRATOR APPROVED

ELANKET SQURCE/ORIGIN ¥AIVER AND A WAIVER OFiSEC1ION:
G36(I)  OF ‘TBE FOREIGN ASSISTANGE ACT OF 1961, s

AMENDED, ' 10 ALLOW 'PROCUREMENT FROM GEOGRAPHI(C CODE 935

COUNTRIES OF“THE FOLLOWING. TYPES: OF VEAICLES: !

ST VOGRS Y ; ki G
A.ﬂrnlcnw-naun'anvs.'LIGHT.DUTI“VEHLCLES'ox'll,aea =

FOUNDS ;.GROS S “VEHICLE . WEIGHT RATING OR®LESS; y

STINERE R R T

B?stouE?wHEEL“DRIVE'HOTORCICLES OF 125 CUBIC CENTIMETERS
DISPLACEMENT'.OR"'LESS ;' AND . 0
-"_"n'.;:.:n:[:..:f""r-1:‘!'*'!"- e -_l A \ e
;c:ﬁﬁOTHER*nIGHT—BnuD“Dﬂlvz'vEHICLEs AND MOTORCYCLES THAT

ARENOT 'AVAILARLE "FROM THE'UNITED STATES ;" AS DETERMINED
CASE=BY=CASE"BY™ 1N E| COMMODITY SURVELLLANCE AND TECENICAL
SUPPORLEDIVISTON' OF/ TEE OFFI(E OF ACQUISITION AND ° :
45§;§JANCEZMQN£GEMEGTf(H(SEH/A&H/CST). i

R0l e S RS T (A i 1 :
;&ﬁ;g;MI?ATIQNs:jﬂ;M'-

A.STHTS "WATVER ‘COVERS® ONLT SUCH VEHICLES' THAT ARE ! [
PROCURYD’ UNDER AID=FINANCED PROJECTS. MNEI'THER ' :

APRINISIRATIVE, NOR NONPROJECT VEHICLES Al INCLUDED.

'B';‘.';‘-"_THIS§WAIVER COVERS ONLY RIGHT-HAND DRIVE VEHICLES °
AND'MOTORCYCLES VIIICH 'ARR NOT MANUFACTURED 1 THE UNITED
STATES . " OTHER REQUIREMENTS FOR NON-U.S. VERICLES ¥ILL '

AAYE IO BE. JUSTIFIED AND APPROVED UNDmR SEPERATE WAIVER
BUTHORITY. v % :

AT TR DA T R

CLUETATS VATYRR 18 LIMITED T0°ONE YEAR FROM

AUXEORIZATION: DATE.

3L PROCEDUNES Y

UNDER " THE “BLANKET ‘WAIVER APPROVED BY THE ADMINISTIATOR,
THERETARE WO DIFFERENT PROCEDURES - ONE FOR VEHICLES
VEICH'HAVE ALREADY BREN SPECIFICALLY IDENTIFIED As NOT
L= NGEHMANUFACIURED, T 1 1y UeS. AND A SECOND FOR'THOSE: -
e G SRS T AR A ‘ '
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FVFEICLES' WAICH "WILL HAVE TO 'BE IDENTIFIED CASE-BY—CASE. .

TEEPLOCEDURES: ARE AS FOLLOWS: -

& : PN .

Loywgpee. . .
S ’l':‘ .,

-

A7 YOR“TEE CATEGORIES OF VERICLES IN PARAGRAPH 1A AND'
1B)ABOVE," ONCE"TEE'MISSION OR AI1D/¥ BUREAU RESPONSIBLE'
FYORVA"PROJECT! DETERMINES THAT THE VEBICLES ARE NEEDED
FOR-THE' PROJECY, ‘NO' FURTHER WAIVER IS NECESSARY. |
MISSIONS/BURTAUS USING THIS WAIVER AUTHORITY WILL
MAINTAIN"AYRECORD' OF THE NUMBER, TIPE AND VALUE OF
VEHICLES "PURCEASED UNDER THIS AUTHORITY. THE ,
‘INFORMATION WILL 'HAVE TO BE PROVIDED TO AID/¥ FOR REVIEW
WEEN'WAIVER'RENEWAL IS CONSIDERED,
Gled e, e -
3ﬂvﬁyoB¥THETCATEG0R1ES“or'VEHICLES IN PARAGRAPH 1C
ABOVE,™IF®"THE MISSION OR AID/¥ BUREAU DFTERULHES A UFFD
FOR™ A RIGHT-BAND DRIVE VEUICLE OR MOTORCYCLSE TUAT tAd
NOT"BE"MANUFACTURED IN THE UNITED STATES, THE
MISSION/BUREAU WILL SEND A REQUEST TO THE COMMODITY
SURVEILLANCE 'AND TECHNICAL SUPPORT DIVISION OF TEE
OFFICE OF ACQUISITION AND ASSISTANCE MANAGEMENT
(M/SER/AAM/CST) SPECIFYING THE TYFE OF VEHICLE NEEDED.
M/SER/BAM/CST WILL DETERMINE WHETHER ANY VEHICLES
MEETING” THE SPECIFICATIONS ARR MANUFACTURED 1IN THE
UNITED STATES. " IF THERE ARE NONE, THE BLANKET VAIVER
AUTEORITY' MAY BE USED TO COVER THE PROCUREMENT OF THOSE
VEHICLES FROM OUTSIDE WHE UMITED STATES. ACAIN,
MISSIOKS/BUREAUS WILL MALNTATN A RECORD OF TRE NUMBER,
TYPE- AND VALUE OF VEHWICLES PURCHASED UNDER THLS
AUTHORITY. ~ SHULTZ

moy ’fr :
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