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I. IHTRODUCTION

A, Executive Summary

The Nepal Action Plan (FY 1987-90) has been written and
organized to speak directly to the issues and interests the ANE
Bureau and the Mission together have identified for review
during Program Week in March. These are-

- Roteworthy occurrences in Nepal's development
environment, with specific reference to the Structural
Adjustment Program and USAID's role therein;

= Concern for program focus, including the management,
budget and staff implications of the Action Plan program;

- An assessment of program performance which sets out
actual and anticipated achievements of strategic
importance over the Action Plan period, and USAID's
agenda for ana1y51s- and

- Other donor aid "leveraging™ prospects, specifically with
the Japanese.

Accelerating the attack on poverty is a central theme for

Nepal, 1In Part I, following this executive summary, the Mission
advances some proposals for ensuring that the least developed,
lowest profile and most vulnerable ANE countries are not
unfairly treated in the intense competition for resources, and
that AID's "unprotected” poverty-oriented programs are not
gutted to the point of virtual demise,.

Part 11 relates the "major events” in the development context,
Broadly, these are the Structural Adjustment Program, the GON's
*Basic Needs by the Year 2000" commitment, and the remarkable
climate of donor dialogue, Structural adjustment is now poised
to enter its second phase, though this cannot occur until
remaining first phase conditions pertaining to fertilizer
pricing, provision of a privatization action plan, and forest
products legislation are fully met. The royal mandate that
Nepal ensure basic needs of its poorest people by the turn of
the century has, over the past year, become the primary driving
force in the development bureaucracy. In late 1987 the GON put
itself squarely behind closer donor cooperation.

Part III takes up the program focus theme with a discussion of
options and their management and budgetary ramifications. USAID
has, in fact, been streamlining its program and organization for
some time, Actions taken are noted, and a phase-out of direct
bilateral project assistance in one of our three sectors,
Education and Human Resources, is discussed.
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Part IV describes the outcome of intensive work to further
define our agriculture strategy, pursuant to last year's program
review. USAID's health and family planning project has just
been evaluated, and the outcome including recommendations for
concentrating activities in that sector, is discussed. Progress
and plans for implementation of AID's principal "special
concerns®, the private sector strategy and women in development,
is reviewed. Each of these sectoral commentaries features
Mission accomplishments in the arenas of policy dialogue, donor

relationships and project implementation. Among the highlights
are: :

- Deep involvement in deliberations on the content of the
initial phase of the Structural Adjustment Program and .
the expectation, through consultations now in process, of
an even greater part in the next phase;

- Energetic and steady reinforcement through policy
dialogue of the introduction in the GOHN of program
budgeting and systematic project monitoring; this process
is fundamental to more efficient resource allocation in
Nepal:

- A formative role in new arrangements, approved and

announced by the Nepalese Government, to promote regular
donor interchange; '

- GON agreement to agriculture sector policy reform by
progressively opening fertilizer marketing to private
retailers, exemplified by the Rapit Zone Fertilizer
Distribution Plan;

- Achievement through dialogue and project assistance of a
fundamental reorganization and consolidation of the
national structure for agriculture research;

~ Collaboration with the GON and other donors in completion
of a "Master Plan" for the forest sector which, inter
alia, charts a course toward the transformation of forest
management based on community and private control;

- Sweeping organizational reforms in the health services in
directions long advocated by USAID (the sector's lead
donor), including 1ntegrated service delivery in the
field and decentralization of program authorities;

- Initial steps by the GON to begln privatization of state-
owned companies; and

- Signs of success from early efforts to bring the Japaneée
into full partnership in the donor group.
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The outlook for further gains on these and other fronts is
promising. The Mission is concentrating its program and
organization to take full advantage of these circumstances. We

make a difference in Nepal, and it is vital that we have the
means to move ahead.

B. Accelerating the ANE Attack on Poverty: Proposals for Nepal

The accelerated attack on poverty is on in MNepal. After thirty
years of planned economic development the Government of Nepal
(GON) can point to significant improvements in physical, social
and economic infrastructure, 1t admits, however, that it has
had only limited success in increasing national income and in
solving problems of poverty. This is the outcome. . of low growth
rates during the GON's first four five year plan periods
(1956-1975). The increased real GDP growth rates in the Fifth
and, particularly, the 4.3% annual average over the Sixth Five
Year Plan (1980-85) periods indicate that the socin-economic
structures created earliér are now enabling contributions to
further expansion and diversification of the economy.

With this framework in place, His Majesty King Birendra has
called upon the nation to undertake a pledge to achieve for the
nation an acceptable standard of basic needs fulfillment by the
Year 2000. Section II. D. of the Action Plan furnishes
background on this program. This clear call for direct action
against poverty in Nepal provides the ANE Bureau and USAID with
a real opportunity to demonstrate direct support for the
principles and objectives set forth in the foreign assistance
legislation, the AID Blueprint for Development, "The Tidewater
Paper", and the ANE Bureau's "Accelerated Attack on Poverty"
theme presented in Lisbon.

In concert with the GON Basic Needs initiative, USAID/Nepal is
applying its experience and skills in ways which will have a
significant and durable impact on poverty. Support for the

free market oriented elements of the Structural Adjustment
Program, encouraging entrepreneurship in aqricultural inputs and
marketing, exploring methods for local-level resource management
(e.g., for forests and irrigation water) and playing a leading
role in family planning and basic health services programs are
examples of activities in which USAID/Nepal's lnadershlp is -

‘being felt.

We could effectively use additional funds to these ends. A
restoration of the ils million levels proposed in our CDSS for
FY 89 and 90, for example, would allow us to join with the IBRD
in operational support for the revamped agricultural research
organization, enlarge the agricultural marketing dimension of.
our strategy, expand our efforts to improve efficiency of
irrigation, or even further promote rural education and



literacy. We have proposed that the Bureau develcp a "Poverty
in Asia” earmark to deal with the 70% of the developing world's
poor who live in Asia and to compete with the budget claims
placed for every other conceivable reason by special interest
groups. Notwithstanding the budget cuts both the Bureau and our
program have suffered for two consecutive years, we believe we
can work together with the Bureau to persuade Agency and
Congressional principals that an accelerated attack on poverty
in Nepal is timely, worthwhile, and not expensive.

In Nepal, we do not bhelieve that restricting our development
investment to only "productive sectors" provides an adequate
basis for the most effective attack on poverty. Complementary
investments and efforts in health/population and basic education
tc reduce key constraints of illiteracy, poor health and
uncontrolled population growth are essential to promcting
economic growth in the poorest elements of the societv, We
believe the synergistic effects of multi-sector efforts are
critical to the developmeént equation, even at our current
minimal levels of programming. We believe USAID should use some
of AID's resources to stay involved in policy reform and to
-encourage effective investments by other donor in these sectors,

An ANE Bureau "Attack on Poverty" theme, which would involve
Burma, Bangladesh, Yemen and Nepal (and perhaps allow later
inclusion of Afghanistan , Bhutan or others), could engender
Congressional support, and allow the Bureau to preserve a
capability for effective poverty programming. While (as noted
in Lisbon) there are many reasons for wanting to reduce
"earmarks" as a budget process, so long as they continue to
dominate foreign assistance approprlatlons, it may be a
necessary tactic for the future.

Nepal is a difficult but appropriate battleground for
demonstrating that an attack on poverty can be successful. All
the manifestations of poverty are present; but the size of the
problem is managable, there is a stable political context, the
national will is being increasingly mnbll|7nd, and eooperation
with and among international donors is excellent. As
demonstrated in this Action Plan, we believe sustained U.S.
support can be crucial to major development and success in a
small, but important, friendly country.



II. THE DEVELOPHENT CONTBXT'

A. Policy Environment

Several themes dominate the Nepalese development context in
1988, Since late 1985 much attention has been directed to
policy reform and putting the economy on a sounder footing for
improved performance, The Structural Adjustment Program has
been the principal modality for charting measures to this end.
Through the Program Budgeting and Project Monitoring project,
one component of the SAP, the GON is attempting to rationalize
allocation of investment resources and install a system to much
more effectively monitor and manage implementation of its
development portfolio. The "Basic MNeeds by the Year 2000"
"commitment announced by the King in December, 1985, seeks to
achieve stipulated targets in food, clothing, housing,
education, health, and security by the end of this century.
This mandate promises to exert powerful influence on the course
of developinent over the next twelve years. The Development,
Context section opens with an assessment of the policy
environment generally, and concludes with an account of further
advances in donor coordination, ’

During the first half of the 1980s, Nepal's economy indicated
trends which, if not reversed, could culminate in severe
economic problems in the foreseeable future. The Hepalese
Government deserves credit for acting decisively at the end of
1985 to implement a first round of economic policy reforms. The
*second round” policy environment, from negotiation of the
"Structural Adjustment Program in the spring of 1986 to the
present, has been characterized in part by tensions between
reform and status quo interests., Structural adjustment remains
necessary to avert mid and longer-term problems, but MNepal is
not now in the throes of a crisis which compels reform, whatever
the political costs.

Recognition of the need for change in Hepal has been forthcoming
in the past two years. Public pronouncements of the need for
policy reform are well-articulated and frequent. 1It is in the
implementation of change where pitfalls are encountered and
progress seems slow or absent. Political will sometimes appears
to dissipate and personal, institutional and managerial
shortcomings take their toll on the momentum and continuity of
policy reform. HNepal is nevertheless deeply engaged in a
multi-sector policy reform effort, the scope of which would be
difficult even for vastly more sophisticated and experienced
governments. Civil service capacity strains to administer
numerous development programs in addition to normal functions of
government. Reforms are not simply a matter of legislation and



compliance, Implementation involves daunting cultural,
administrative, and political challenges, compounded hy the
sheer difficulty of ."getting around” within the country.

What then is the present climate for reform in Hepal? 1Is it
simply a matter of time before reforms become reality or,
alternatively, are rejected or ignored? There is as yet no
bagsis for concluding there has been a high-level or widespread
rejection of reform, or a decisive failure of "political will"”
in Nepal. Rather, what we see is a policy environment
apparently conducive to slow, patiently nurtured change. Change
is slowly occurring in very influential ways in areas such as
trade liberalization, industrial policy, agriculture, forestry,
irrigation and expanding local authorities for resource
generation and management, The gestation of the Forestry Master
Plan over more than two years is a good example. It is an
environment different from that in countries where economic
crisis compels quick and dramatic change, but one perhaps’
susceptible to more delibérate and enduring reform.

B. The Structural Adjustment Program

In late 1985 the GON initiated an Fconomic Recovery Program,
supported by an IMF Standby, to resolve immediate economic
problems, They were successful - their balance of payments
position improved from a 50 million SDR deficit to a positive
balance by mid-1987., The GON subsequently adopted a Structural
Adjustment Program supported by a tranched IDA $50 million
credit (technically a "SAC", but commonly referred to as "the
SAL"), and an IMF Structural Adjustment Facility. The SAL is
directed toward longer-term economic reforms in five areas:
macroeconomic performance; industry and trade:; investment
efficiency; agriculture and forestry; and public enterprises,.

acroeconomic performance under the SAL appears reasonably
good. Although GDP growth dropped from about 4% in 1985/86 to
2.5% in 1986/87 because of the effects of a limited drought,
non-agricultural production exceeded recent annual averages,
Inflation in 1986/87, by official accounts, fell to about 13%
from 16% a year earlier. International reserves rose 8% in
1986/87. The balance of payments remains in surplus although
exports fell short of expectations and continue significantly
lower than imports. The debt service and debt to GDP ratios
remain almost unchanged over the last two years, but USAID
continues to be concerned about tlepal's ability to generate
sufficient hard currency if debht service requirements triple
over the next three years as projected. Fiscal performance is
mixed. Revenue targets have been exceeded, though questions
remain as to whether recent increases flow from sound and
sustainahle sources. Tax reforms may be called for in SAL 11.
IMF limits on credit to the public sector have been exceeded



‘largely because of interest due on loans to pay the debts of
public enterprises. But, some trends in public finance are
positive. According to Ministry of Finance figures, regular

expenditure grew by only 14% compared to 23% a year ago.

Development expenditures grew 37% against a drop of 1% in.
1985/86. _

The Nepal CPSS (January, 1987), in the chapter on macroeconomic
strategy and in the policy agenda (Appendix A), documents
USAID's considerable involvement in development of SAL
conditionality. The Mission had an 1mportant role in
formulation of policy measures concerning agricultural inputs
(fertilizer, improved seed), forest legislation, agricultural
research, privatization, and liberalization of industrial and
trade regulations. USAID continues to view structural
adjustment as a highly significant process for Nepalese

development, and intends to remain fully and construct1ve1y
engaged.

in November, 1987 a World Bank Mission appraised performance
under SAL phase I and initiated discussions with the GON, donors
and private sector representatives on the scope of A planned
sequel {SAL I1) in 1988. At that time the IBRD team concluded
that there had been good compliance overall with SAL
conditionality, but signalled three areas remaining to be
addressed before release of the second SAL I tranche of $25
million. These were upward adjustment of fertilizer prices to
approximate parity with border prices; provision of a list of
state enterprises designated for privatization (submitted in
February, 1988); and establishment of legal authority for forest
user groups to reta;n full revenues from sale of forest products.

At the time of this Action Plan's preparation the IBRD has a
mission in Nepal to further assess SAL I performance and
consider measures for inclusion in SAL I1. From USAID's
‘perspective the first order of business is, indeed, a clear
determination of compliance with SAL I, Many of its policy
measures call for initiating actions which are progressive in
npature and require follow-through implementation if they are to
have impact. On one hand, evidence of compliance is obviously
basic to the very credihility of the structural adjustment
process. On the other hand, since many SAL conditions are
inherently longer-term in their implementation and monitoring,
specific information on the extent of compliance furnishes a
logical basis for the SAL II agenda.

-We have registered our concerns with the Bank regarding full
performance by the GON meeting key conditionality in SAL 1. We
have noted that important components of SAL I should not he
interpreted as having been "completed” shy of their intended
impact. We have also discussed with the Bank the possibility



that the wide range of the numerous SAL I reforms may have been
overly ambhitious, complicating performance monitoring and
demanding more of the GOH than could reasonably be expected in a
two year interval. There is some basis for narrowing the scope
of SAL II. It is at variance, however, with consideration also
being given by the Bank to incorporation of provisions to
address issues of environmental management, basic needs and
financial sector reform. Should SAL II narrow its purview,
USAID will press for continued inclusion of measures supportive
of our policy objectives for agriculture and forestry, and
divestiture of public enterprises. 1In particular, there is no
basis for abandonment now of efforts to promote the deregulation

of agr1cu1tura1 inputs (fertilizer, seed) and the liberalization
of pricing, supply and subsidy practlces.

Fertilizer licensing policies have been liberalized, and "dealer
‘margins® have been raised, but only marginally. The number of
licensed private dealers has increased from ahnut 400 to ahout
1000, but we are some way from ascertaining whether and how

- these measures will affect fertilizer availability. For
primarily political reasons, some fertilizer prices have not yet
been raised to full parity with Indian horder prices., A 8Seed
Act has been drafted, but not passed this year as scheduled,

This prevented formal establishment of a Natlonal Seed Board,
and seed pricing/subsidy concerns persist.

Notable progress, confirmed by the recent evaluation of the
Agriculture Research and Production project, has occurred in
agricultural research, where reorganization to consolidate
authorities and improve coordination has been formalized and is
quite advanced. Satisfaction of SAL 1 conditionality requiring
regulatory changes to permit local user groups to retain full
revenues from sale of forest products now appears imminent.
Similar conditionality on irrigation policy was not part of the
SAL I agriculture package, and needs to be incorporated in SAL
11. The CDSS points to inadequate budget allocation to
irrigation, and operation and maintenance in particular, as a
major constraint to agricultural production.

Public enterprise policy reform is also a SAL I component of
-special interest to USAID. The Government is committed to
privatization in principle and is beginning to act, The GON
has requested and begun to receive IFC advisory assistance in
how to proceed. The GON has just produced a written list, as
agreed in the SAL, of all state-owned enterprises, designating
each for: (a) retention and management improvement; (b)
divestiture; or (c) closure. A handful of SOE managers have
been rewarded or bypassed for salary increases and some even
dismissed in the name of SOE management reform, The Government
has announced its readiness to permit private purchases,
including block amounts, of controlling equity in SOEs, and has



given assurances that profitable public enterprises, not just
"losers", will be put up for purchase, This has already been
implemented in one case with the GOMN offering its textile mill,
a potentially profitable plant, for sale. The Hepal Industrial
Development Corp. (a state-owned industrial finance institution)
also has offered to sell out its majority holding in the
profit-making Himal Cement Company, but political and press
opposition has put these plans on hold for the time being. It
is unclear whether the NIDC action to sell its holdings is
principally motivated by a need for capital, or is part of the
GON privatization program,

CQ GON Resource Allocation

The Policy Framework Paper for the Structural Adjustment Program
states that poor project performance has undermined growth and
resulted in an aid pipeline exceeding $1 billion. Proliferation
of projects, absence of sound criteria for investment decisions,
and weaknesses in project monitoring and management were cited
as underlying causes.

In response, the GON introduced program budgeting and project
monitoring, and after extensive analysis designated ahout 300
active projects in five sectors* as "core projects" based on
application of priority investment criteria., The core projects
have been scrutinized on the basis of the criteria {including
economic viability) and will receive priority for allocation of
development budget resources. A computerized management
information system for financial and implementation monitoring
is being pilot tested on 79 key projects, ultimately for
application to all core projects. The Ministry of Finance,
institutional home of program budgeting and project monitoring,
is now working to install and encourage commitment to the
process in the line ministries. One concern is that the number
of core projects may expand beyond the ability of the GON to
assure priority funding or exceed capacity of the nascent
project monitoring process,

Program budgeting criteria must also be rigorously applied to
new project selection, and USAID has raised this issue in a
number of fora. Several recently approved MDB itrigation
projects have raised questions about whether the GON (and
donors) have the discipline and political will to reject unsound
projects, at the risk of loss of aid funds,

*Agriculture, Irrigation,'Forestry, Transportation, Power;
Education and Health are being added to the core sectors in 1988
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It is premature to look for an overall impact of program
budgeting, presently in its second year.  However, the process
receives broad GON attention and has strong donor support. The
degree to which program budgeting takes hold should be reflected
in accelerated rates of disbursement and implementation with
core projects, and more effective resource allocation.

Although we do not fund it, USAID is energetic and outspoken in
its efforts to reinforce GON adoption of program budgeting and
improved project monitoring systems, and adherence to the
increased discipline required. Moreover, through the Irrigation
Management Project, USAID does directly focus attention on one
of the main problems of development administration identified in
the SAL, insufficient resource allocations for operation and
maintenance. Through the program budgeting process, O&M has
been recognized and highlighted by the Ministry of Finance as a
high priority for development expenditure, Further, USAID's
proposed Forestry Development Project aims, as a primary
objective, to improve program planning, resource allocation and
monitoring in the Forest Ministry. Our health and education
(1IEES) projects work to the same ends, USAID is squarely
involved in five of the seven sectors (excluding power and
transport) for which program budgeting is required, and shares
the view that the Government has seriously committed itself to a
positive budgeting process which will bring more efficient
allocations to and implementation of projects,

D. Basic Needs by 2000

*In less than fifteen years from now, we shall have
stepped into the twenty-first century. For us here in
Nepal, this is an appropriate occasion to set before us
the goal of providing all our people with the basic
necessities of life. Let us pledge that we, in the
remaining years of this century, will be able to shake
off the poverty imposed on us by our least developed
economy and that by the year 2000 A.D. we will be able to
achieve a standard of living which is adequate to lead a
life with human dignity from Asian standards."

H.M. King Birendra
Dec. 16, 1985

Since King Birendra's announcement of the national goal of
providing for basic needs by the year 2000, the Government has
struggled to give more precise definition to this goal and to

- focus development efforts on the task. It quickly became
apparent that achieving "Asian standards®, even South Asian
standards, in fifteen years was impossible, and the comparative
references have since been dropped. Under continued pressure to
address the challenge, a year after the King's speech the GON
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defined certain basic needs (food, shelter, clothing, education,
health, security), and in mid-1987 published a "Program for
Fulfillment of Basic Needs (1985-2000)". For each of the six
areas this mandate sets a programatic framework, establishes

quantified targets, and discusses policy reform and investment
implications,*

‘What is not yet clear is how the GON will fund the program, what
the role of the private sector will be, and how the Government
proposes to integrate and reconcile it with ongoing economic
programs (structural adjustment, the program budgeting
investment criteria} and other ambitious development plans, such
as the Arun River hydropower development scheme {(which could
cost over $500 million in the next ten years). The GON
calculates the total cost of the basic needs effort at about $13
billion (1984/85 prices), with the public sector share
{including foreign aid) roughly half of this. Key program
targets, such as doubling foodgrain production, quadrupling land
under irrigation, universal primary education and population
growth reduced to bhelow 2%, assume levels of economic dynamism,

popular response, foreign aid and debt servicing capacity that
are implausible,

Hevertheless, the Government and the donors have been impelled
to teke the King's mandate seriously, and it will be a major
focus of attention over the next twelve years, 1t is a
statement of national intent, conceived entirely by Hepal, at a
time when the GON is asking for greater consistency between its
priorities and those of the donors. From the donor perspective,
a fundamental and natural concern is that basic needs initiative
be complementary to the task of development. This will require
“the Government to adjust stated targets and reconcile this
program with other commitments. Donors will have to be alert to
ways to influence the GON to discourage a preoccupation with
annual numerical targets in lieu of longer-term, sustainable
accomplishment.

The Ring's initiative does rededicate the nation to addressing
the important and fundamental manifestations of poverty in
Nepal, and in this respect is congruent with the aims of many
donors, including USAID. There should be ample opportunity to
mobilize and direct GOM energies toward improved performance in
existing poverty-oriented donor programs under the "basic needs"
banner,

* An Embassy reporting cable (B7 Kathmandu 48B4) furnishes an
excellent account of the basic needs initiative, and some of the
comments in this section paraphrase that message.
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E. Donor Coordination

Significant progress continues to occur in donor coordination.
Probably the most notable event in 1987 was the OECD/DAC Donor
Coordination Study. USAID, the Japanese and the Swiss
participated on the three person team. The study remarked on
the extensive use of means, both formal and more casual, for
coordination in virtually all development sectors. It noted,
however, that much of the process tends to be ad hoc and
spontaneous, and recommended more structure.

A related "benchmark® event, representing great perseverance
especially by the UNDP, has been GON agreement to a "three tier
coordination system® {(its conceptual harmony with Nepalese
pagoda architectural motifs no doubt striking this responsive
chord). The arrangement provides for (1) GON meetings with the
donors collect1ve1y three times yearly in addition to the annual
Consultative Group Meeting; (2) bi-monthly "donor only"™ meetings
chaired alternately by UNDP and IBRD; and (3) periodic sectoral
donor meetings. To illustrate the range and pace of current
activity, sectoral meetings scheduled during the first four
months of CY 1988 include vocational education, irrigation,
Forestry Master Plan presentation, energy, small enterprise,
roads, and fertilizer policies.

The payoff of these efforts is thus becoming apparent in a new
richness of information exchange and debate among an expanding
cadre of donors, and an earnest desire not Jjust to avoid
counterproductive actions but to reinforce important initiatives
collectively. This situation is not a product of spontaneous
generation, USAID and a very small group of dedicated other
donors have worked intensely over some three years to raise
donor community interest and participation to this point. This
presents UYSAID with opportunities for influence beyond what our
budget levels would suggest. We propose to continue to use our
experience and capability to promote a wide range of "leading
edge® initiatives in concert with other donors. Some specific
new opportunities appear to be emerging in USAID discussions
with local representat1ves of the Japanese government. These
are discussed in Section IV, F. :
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11I. PROGRAM FOCUS AND MANAGEMENT

A. Program Focus

The issue of program focus in USAID/Nepal is an important one,
but is neither new nor permanently resolvable. The issue
revolves around a number of factors, including the trend to
reductions in budget levels (overall OYB and particular
functional accounts) and staffing levels, the continued
availability of central and regional funds to the Mission, key
Agency and USAID policy concerns, other donor program foci and
Nepal's development priorities, A particular program
involvement should be based on a careful calculation of the

~benefits versus the costs of such involvement in financial and
human terms. '

The Mission has heen in an ongoing discussion of program focus _
issues with AID/W since the conclusion of the Mission Management
Assessment (MMA) in October 1986. 1n a special section on
*Program Focus", that report noted that it was "generally ayreod

by the Mission...that the previously designed program was overly
ambitious and that the future program should be more
focused...." The report further cited the pressures on AID

budget and staff resources as the principal constraints.

The Mission Management Assessment Team concluded that 1n the
context of Nepal:

*We cannot responsibly abdicate our role in continuing to
address the compelling long-term development requirements
in family planning and child survival, human resource
development, improved agr1cultural production and natural
resource conservation., There is a strong case for building

on the base AID helped create and maintaining a consistency
in our program,”*

The Mission moved forward with the preparation of its CDSS with
the conclusions of the Management Assessment firmly in mind. It
attempted to concentrate its program in those fundamental
long-term areas specified in the MMA, and made specinl efforts to
effectively link interventions in those sectors to-the larger
program of policy and institutional reform being undertaken
through the Structural Adjustment Program. The result was a CDSS,
approved by AID/W approximately one year ago, that set forth a
three-sector strategy (Agriculture/Rural Development, Basic
Health/Family Planning and Education/Human Resoutce Development)
and a selective and carefully 1ntegrated policy dialngue agenda in
those sectors. As noted in the CDSS's Executive Summary:
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"The USAID strateqgy does not call for radical adjustments
in the present Mission program.,.. The strategy will
continue to focus on longer-term institutinnal, technical
and human resource constraints to development., There
are, however, important changes in the Mission's
strategy, perhaps best described as a shift in the
.emphases among strategic means. The strateqy reflects a
far greater policy dialogue than did previous USAID
efforts in Nepal. It also recognizes, to a much greater

extent than previously, the need to rely upon the private
sector as the "engine for growth."

This Action Plan conforms to the basic directions of the program
. strategy set forth in that document in January 1987, with one
significant alteration, The CDSS strategy was predicated on a
projected resource level which averaged $15 million of DA over the
five-year period, i.e., nominal "straighttining,” but with an
actual (though gradual) decline in real levels over the period,
It has become apparent that even this very modest bhudget proposal
was optimistic, and the Mission is being required to plan and
program at a level 20% below the CDSS level. The Mission cannot
adequately support a full-fledqged three-sector strategy under
these circumstances, and this documwent proposes, redretably and
reluctantly, the revision of that strategy through the phasing out
of Education/Human Resource LCevelopment as a primary sector of
program focus and bilateral project expenditure,

The regret and reluctance with which this proposal is made can be
understood by a brief review of the Nepal CDSS section on Human
Resource Development {(pp. 53~62}, The needs are enormous. Adult
literacy levels remain near 30% (though up from 2% in 1951), with
female literacy estimated at no more than 16%. USAID has
historically dedicated a large part of its program effort to
creating (not simply "strengthening") an accessible primary
-education system in Nepal, with substantial effect. Primary
school enrollment in Nepal has risen from an unmeasurable amount
(less than 1%) in 1951 to more than 80% in 1986. But great

problems persist (e.g., poor guality instruction, high drop-out
rates).

The high return on investment in basic education across all
sectors has been well-established in recent studies, and is
highlighted in the ANE Bureau "Working Paper on Human Resources
Development®. However, unless additional EHR account and
appropriate staff resources can be made availabhle to the Mission,
the present intent is to end bilaterally-financed education
project assistance in FY 89, and focus bilateral program resources
into the two remaining sectors. MNo follow-on project is planned
to replace Radio Education Teacher Training (367-0146). The
Development Training Project (367-0152) will also be phased-down
to well below its planned annual funding figure to a minimum
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sustainable annual level. As a result of this phase-down, the
Mission's project development officer position charged with Human
Resources Development will be eliminated in FY 89,

Program focus, of course, does not stop with the reduction of the
number of "sectors" encompassed by the project portfolio. The

Mission has understood for some time the need to concentrate its

resources and activities within primary sectors, especially where
functional account appropriations are being reduced Agency-wide
(e.g., ARDN). The process of program concentration within our
Agriculture/Rural Development portfolio began intensively after
the 1985 evaluation of the Rapti Integrated Rural Development
Project. That evaluation concluded that this area development
effort was "overly complex and disparate," resulting in an
inability to meet unrealistic production targets., In spite of
this problem, the project was found to have "established a sound
foundation for future growth in agricultural output®™ through its
substantial success in strengthening the local (district and
village) level capacity to plan and manage productive resources.
The follow-on project, as a result, was carefully designed to
concentrate resources in fewer and strictly productive areas (crop
and livestock production and forestry), and an emphasis was placed
on further local institutional and private enterprise

development. The new Rapti Development Project now serves as a

primary field locus for implementing USAID's refined agriculture
strategy. _ )

The CDSS agriculture strategy, like the new Rapti project design,
attempted to target resources more directly on productive
activities and to move toward a more market-oriented approach,
based on the relative comparative advantages of tepal's varying
regions, ecologies and resource bases. The analytical gaps in the
strategy submitted one year ago were recently reviewed in Nepal in
collaboration with ANE Bureau principals, and this review further
clarified and defined the Mission's sector strategy. The sector
*model® was developed more completely, and its assumptions and
analytic agenda for the future were made explicit, Here again,
the result was a more clearly focused strategy for ayriculture,
rural development, and natural resource management in Hepal,

The initial programming impact of this process is evidenced in the
current reorientation of the Agricultuvre Research and Production
Project. A project evaluation, carried out in the.wake of the
Mission/Bureau agriculture strategy review, concluded that the
project's original design was too broad, and its resources {(human
and financial) dispersed among too many divisions of the Ministry
of Agriculture. The evaluation recommended that alt project
resources be targeted on the strengthening of a single
institution, the recently established National Agricultural
Research Services Center (NARSC). We will be encouraging, in
ARPP, greater attention in agriculture research to cash crops.
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Similarly, the new Winrock OPG, "Policy Analysis in Agriculture
and Resource Management®™ and the second-phase Rapti Development
Project will narrow in on marketing dynamics, opportunities, and
constraints in agriculture. Beyond ARPP, the Mission's
agriculture portfolio will be further concentrated over the next
few years by the pending phase-out of the RCUP Project and the
termination of bilateral project assistance to the 1lnstitute of
Agricultural and Animal Sciences {PACD 1991)

This continuous process of streamlxnlng the sector program and
concentrating resources to achieve greater impact is also ongoing
in the health/family planning sector. Unlike agriculture, USAID's
efforts in this sector are already consolidated into a single
*sector project®, which acts as an administratively unifying
umbrella for multiple activities, As of this writing, the Mission
is in the process of reviewing the draft of an extensive final
evaluation of this sector project, an analytical exercise similar
if not identical to the strategy review carried out in
agriculture, While the conclusions and recommendations of the
independent evaluation team remain-to be fully explored by USAID
and the GON, it clearly recommends a strong continued USAID
presence in the sector. The evaluation also advoecalen a focuning
of USAID efforts on fewer high priority objectives, and a '
concentration of future project resources on the strengthening of
service delivery (e.g., at the health post and district level) for
family planning and child survival, as well as support for
managerial capacities, It also calls for attention to selected
critical central and regional level interventions, such as the
establishment of an effective management information system. The
follow-on sector project will he designed to encompass a smaller
number of activities than the present project, and will exclude or
curtail, inter alia, the substantial construction and
central-level logistics components found in the present project.

What then with respect to the "secondary activities"™ in which
USAID/Nepal is now involved? 1In this era of declining OYBs, the
Mission has actively and successfully sought (as advocated in the
ANE Bureau's budget strategy) to complement its hilateral 0YB with
resources from centrally and regionally-funded projects/programs.
For example, USAID's Strengthening Legal Services Project,
recently accorded high marks by the ANE Bureaun's Hwnan Riqhts
Evaluation Team, is fundrd exclusively from the Bureau's Section
116(e) allocation. The Mission's Biodiversity Strategy, submitted
as an annex to the CDSS, received strong support from the Bureau's
Environmental Officers (and the editors of Front Lines!), and
Section 118/119 funds have been made available to the Mission to
carry it out. USAID/Nepal now facilitates more research grants
from the Office of the AID Science Advisor than any other Mission
in the Bureau. The PRE Bureau's resources have provided the
Mission and the GON with the services of a substantial number of
" consultants on aspects of private sector development, including
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~housing finance, investment hanking, financial markets/securities
exchange and privatization., The S&T Bureau's project for
"Increasing the Efficiency of Education" (IEES) has permitted the
Mission to obtain an extremely valuable entree into the data
collection/analysis and planning unit of the GON's Ministry of
Education (including placement of a long-term advisor therein)
and, perhaps more importantly, has provided the first full-fledged
Sector Assessment of Nepal's Education and Human Resource Sector.
Finally, and most recently, STATE 33505 from AA/ANE has informed
us that Nepal has been selected as one of seven target Missions to
participate in the Bureau's effort to creatively implement the
Agency's Women in Development policy, and offered the use of
PPC/WID resources for that program. 1In sum, the Mission has been

highly successful in responding to AID/W priorities and obtalnlng
central funds to support its work.

The issue, then, is whether the Mission should now choose no. to
accept these resources as potential distractions from its
concentration on a two-sector strategy in agriculture/rural
development and basic health/family planning. The Mission
proposes to analyze each of the following secondary activities
with the Bureau and interested ATNR/W coffices ko compare the costs
and benefits of "staying in" with those of "getting out," and
during Program Week to arrive at a list of mutually agreed-upon
secondary activities for Mission attention in the future, The

- following is the Mission's list of these secondary activities in

rough order of priority {unanimity in the HMission was, naturally,
beyond reach): :

{1} Basic Education: 'Notwithstanding the difficult decision to
leave the sector as a primary area of Mission strategy and
bilateral program, the Mission places high priority on retaining
its link to the Ministry of Education planning unit, through the
mechanism of the S&T IEES contract, The 1EES advisor has bheen

" highly effective to date, working with minimal USAID monitoring
and supervision, and her work is bhecoming even more critical as
the Ministry enters into the program budgeting/financial
monitoring component of the Structural Adjustment Program.
Further, policy and program decisions will be made in the near
future regarding implementation of the recommendations in the
IEES-financed sector assessment. This continued linkage would
also permit USAID to remain well-informed on drvelppments across
the sector and "pre- positioned‘ to reenter human resource
development programming should future budget levels permit it,
Estimated costs: {a)- 2150,000-$200,000/year to match a simitar or
larger sum from the S&T-Bureau's budget; (b) 25% of one FSH's work
time and 15% of one USDH staff member's work time to monitor.

(2) Private Sector/Privatization: As explained in a separate
communication to AID/W, the Mission cannot undertake (under
present circumstances) to establish and staff a separate program
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and office for private sector development, per se. The Mission
intends, rather, to pursue private sector development through its
project portfolio (e.g., Rapti Zone small agricultural
enterprises, private sector family planning and child survival
initiatives) and to concentrate on an active policy dialogue,
(through SAL and with the Government) on privatization of Nepal's
many and varied public enterprises. The Mission's PD&S-funded
consultant on privatization has completed the authoritative work
on the *Potential for Privatization in Nepal®, As opportunities
arise to become more directly involved in the actual divestiture
process in particular cases, the Mission will seek resource '
support from the PRE Bureau's Center for Privatization.
Opportunities may also arise to support other specific private
sector activities such as a private housing finance company (see
No. 7 below) or an IESC program. Estimated {non-project) costs:
(a) $100,000/year of PD&S (SDA account) funds plus PRE Bureau and
Regional Private Enterprise Project funding for special
initiatives; (b) 15% of one FSN proféssional's work time and 25%
of the Mission Economist's work time to prepare and supervise
‘analytical work; (c) up to 15% of the Project Development
Officer's work time, depending on future developments,

(3) Biological Diversity: Though it is difficult to separate
this "special concern” from the Mission's broader agriculture/
natural resource management strategy, certain biodiversity
activities which the Mission has proposed for central funding can
be seen as distinct, and could conceivably be eliminated without
seriously inhibhiting Mission efforts in forestry planning,
research, management and education. The issue is, rather, whether
the Smithsonian-sponsored efforts in the preservation and
management of the overall Tarai ecology and "megafauna"™ (primarily
the Asian one-horned rhinoceros)--and other similar special

. biodiversity projects--should continue to receive Mission and
Bureau support under FAA Sections 118/119. These biodiversity
projects,” unlike the bilateral forestry efforts, are executed
through the King Mahendra Trust for Nature Conservation and/or the
Department of National Parks and Wildlife Conservation., To date
they have received a great deal of attention and positive
publicity as an element of the bilateral political relationship
between the U.S. and Nepal, and as part of the Agency's
initiatives to carry out the Congressional mandate on
biodiversity. Estimated costs: (a) $250,000/

year from the Bureau's Section 118/119 allocation plus a
‘comparable amount from the Mission's bilateral ARDN account (in
support of the National Conservation Strategy):; (b} 30% of one
FSN's work time and an average of 10% of the work time of two USDH
staff members on monitoring, site visits and reporting.
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(4) Strengthening Legal Services/Human Rights: The extent of
human rights prohlems in Hepal has rnrpnily bron highly publicizaed
(both in Hepal and |n|orunllnnn!ly} via the release of the Amnes Ly
International Report (®Nepal: A Pattern of Human Rights
Violations," November, 1987). While this report focuses
principally on areas not directly within the scope of USAID
activities (e.g., political imprisonment, religious persecution,
ill-treatment of prisoners), over the past four years USAID has
‘carried out a successful and well-regarded project, "Strengthening.
the Legal System of Nepal," in support of AID Policy Determination
No. 12. This project has been entirely financed by the Agency’'s
Section 116(e) allocation. The ANE Bureau's Human Rights Team
found that "Project implementation and performance has been
exemplary®" and project activities were regarded by the team as
"...a good investment of time, money and effort", The team
specifically recommended “"continued support,” particnlarly to the
growing Women's Legal Services Project, which receives strong
support from the highest levels of Hepal's Government. A
follow-on proposal from the Women's Legal Services Project has
been submitted to the Bureau for FY 88 fundlng Estimated costs:
{a) $75,000- $100,000/year of the Bureau's Section 116(e)
allocation; (b) 25% of one FSH staff member's work time and 5-10%
of one USDH staff member's work time for monitoring and reporting.

{(5) Women in Development (WID): This is another special concern
that does not constitute a separate or special project or program,
but has been an "across-the- portfolio effort to raise
consciousness of gender issues in project design and
implementation. The Mission has used a small amount of PD&S funds
in the past for this purpose and has now been targeted for PPC/WID
funding to expand and pursue its efforts. Women's issues and
problems in Nepal are legion and deeply-rooted in virtually all
aspects of life. They are worthy of continued, special

attention, Estimated costs: (a) $50,000/year of PPC/WID and/or
Bureau resources; and (b) one FSH's work time plus 10-15% of the
time of one USDH for planning, monitoring and reporting.

(6) AIL/SCI Grants: USAID/Nepal has been the moslt active Mission
in the Bureau lnﬁfac111tating individual scientific research
through the Agency's Program in Science and Technology Cooperation
{PSTC), and has also made efforts to support the U.S8.-Israel
Cooperative Development Research (CDR) Progyram. BRoth programs are
implemented dxcectly by the Office of the Alb SciencCe Advisor in
AID/W, but require Mission assistance and monitoring. At present,
there are seven active PSTC projects being monitored. Some
twenty-five additional "pre-proposals” are bheing submitted to
AID/SCI for review., The Mission estimates that with existing
staff, by clearly limiting its support services, it could
facilitate a total of ten such grants at any one time. Currently,
the research is carried out primarily in agriculture-related
topics by Nepali Ph.D.'s (often U.S.-trained or ex-USAID
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participants} in collaboration with U.S. principal investigators.
Estimated costs: (a) $150,000-$200,000 of central ATD/SCT funds/
year; and (b) 60%-8U% of the work time of onn FSH employee plus 5%
of the work time of one USDH supervisor for monitoring and
reporting.

{(7) Housing Guaranty (HG) Program: USAID/Nepal has maintained a
*back-burner® interest in urban development, and private sector
housing finance in particular, since the completion of an
outstanding PRE/H sponsored Urban Development Assessment in 1984.
The Mission has collaborated with RHUDO/Bangkok in sponsoring and
coordinating the advisory services of an urban planning expert and
visits of several consultants to assess the potential for a
private sector housing finance corporation. This has been
coordinated closely with complementary analytical work being done
by the UHDP and the IBRD/IFC. A recent UNDP/IFC Aide Memoire on
"Establishing a Housing Finance Institution in Hepal® noted the
potential for the future utilization of AID's Housing Guaranty
Program as a financial resource. The Mission's view is that the
establishment of such an institution, if more than 50% owned and
controlled by private investors and entities, would be not only a
step toward meeting the GON's objectives in providing low-income
housing under Nepal's Basic Needs initiative, bult a wmajor advance
in the development of Nepal's private financial markets. The
Mission would therefore be ready to provide further facilitative
support to PRE/Il -and RHUDO/Banqgkok in the development of such a
financial institution, Estimated Costs: Unknown, hut would

‘largely consist of Mission support to PRE/H and RHUDO Bangkok
advisors.

(8) Food Aid: USAID/Nepal has often discussed (in-house and with
AID/W) the possibility of further supplements to its OYB with food
aid, through a carefully crafted Title II program, In 1984, the
Mission financed a "Food Aid Assessment®™ which concluded at that
time that the conditions and opportunities required for the
successful initiation of a PL 480 Title I or Title Il program did
not exist in Nepal. However, the Mission, in collaboration with
WFP, is presently sponsoring a food-for-work penetration road
rehabilitation/construction effort in a Rapti Zone hill area,
using available WFP stocks., The Mission has also recently
facilitated a shipment of 1,000 metric tons of HFDM to Nepal's:
Dairy Development Corporation. The HMission has prepared and
submitted to AID/W the terms of reference for a new "Food Aid
Assessment® in FY 88, to again consider whether to propose a

PL 480 program in Mepal. Estimated Costs: $50,000 of PD&S for
the Assessment; unknown thereafter, If a fond aid program wvere
begun, it would probably require one full-time FSN and 20% of the
time of a USDH to monitor.




- 21 -

B. Organizational Restructuring

Since the completion of the Mission ilanagement Assessment {(MMA) in
October of 1986, USAID/Nepal has undertaken a series of
organizational measures to carry out its general recommendations.
The MMA Report directed Mission management attention to problems
in the “horizontal communications™ between the relatively large
number of Mission offices, and called for a more effective
integration of the Mission's ®considerable interdisciplinary
'8kills," which appeared underutilized. Following the MMA, Mission
management undertook a restructuring process to address these
problems and to concentrate declining numbers of staff into fewer
offices. Restructuring was also necessary to reflect the
progressive concentration of program resources as described

above. The initial and perhaps most difficult step in the process
was the full merger of separate and independent offices for
Agriculture and Rural Development Offices, The combined ARD
office has now been consolidated under new leadership, and the
cross~fertilization and cooperation between ARD pr03ects and staff
has increased markedly. The merger also resulted in the
elimination of one USDH position and one FSH p051t10n

The second major step in the Mission's reorganization is presently
in the stage of advanced planning, and will be implemented in

FY 88 with the merger of the Mission's Program Office and the
Office for Project Development and Implementatinn Support, This
merger will eliminate one additional USDH position and at least
two FSN positions. It will also reflect Mission efforts to more
fully integrate the Mission Economist into program planning and
support functions {(by moving that position from the Deputy
Director's Office into the merged office), and the phasing-out of
Basic Education as a primary sector in the Mission's program.

These office mergers will reduce the number of separate offices
from seven to five, and address directly the principal points made
in the MMA. Apart from this formal restructuring of the Mission,
several other management measures have been taken to improve
Mission operations and address MMA concerns. A special evaluation
of the Mission's contracting and procurement procedures was
carried out in early 1987, which elaborated significant
deficiencies (the lack of regional support pointed out in the
MMA). The Mission responded by eliminating a USDIl pesition in
Project Development and adding a USDH contracting officer to
guickly address this management weakness. This position is
intended to bhe "temporary" (e.g., 3-4 years), until the Mission's
FSN capability is adequately strpngthened or regional assistance
can be made more reliable than in the past,

The Mission also engaged the services of the Agency's records
management experts to undertake a full Mission-wide assessment of
records management. Enormous stores of unnecessary documents were
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disposed of, and file plans have been prepared and are being
“implemented in all nffices. A full review of all FSH DH and PSC
position classifications was also conducted in FY 88. The HMission
is in the process of implementing the recommendations of these
reviews, USAID has also contracted a part-time librarian to
reorder and improve management and use of our information
resources., Ideas are being developed and discussed for possible
changes in the structure of the Office of Financial Management, to
further increase its orientation toward facilitating project
implementation, In this regard, the Mission has made notable
progress over the past two years. During that time, the HMission
has installed MACS, held orientation and operational discussions
with each project office on use of the MACS data base and reports,
and effectively accessing that information for project

monitoring. We have alsc increased our financial analysis and
monitoring capability with the addition of an additional analyst.

These steps toward the concentration of management resources and
the streamlining of procedures have been taken in parallel with
‘the overall program focus efforts described above, and are

expected to result in significant eff1c1enc1eq and economiés in
the administration of the Mission.

C. Budget and Workforce Requirements

USAID/Hepal requires a minimum of $13 million in Developnment
Assistance for both FY 89 and FY 90 to sustain project
implementation, taking account of portfolio focus and phase-down
of project activities in the education sector. Funding below
~these levels will force the Mission to consider complete
termination of its Development Training Project, and an extension
of the PACD for the Agriculture Research and Production Project,
thus inhibiting reduction of our portfolio mortgage. The FY 88
and FY B9 levels cut our QOYB some 17% from the $15 million floor
levels for FY 85-89 set by Presidential commitment to Nepal in

FY 84. The $12 million for FY 88 is 20% below FY 87, 26% below FY
86, and 37% below FY 85. This ominous trend th1ou"1y is hound to
affect our stature as a serjous, important donor in Hepal.

- USAID/Nepal does not have an infinitely elastic budget. We are
making several adjustments in our program to acrcomordate the $12
million level established for FY 88, and to live within the
proposed $13 million levels during the Action Plan perlod We
propose the following initial steps:

- Terminating all hilateral project ass istance to education in
FY 89, and a substantial reduction of annual funding for the
Development Training Project (DTP) (367-0152), DTP is
actually a multi-sector resource more than a sectoral project
and has, in fact, been partially funded from the ARDN

account. DTP is one portfolio component that does have an
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elastic budget (i.e., the number of participants sent each
year can be adjusted), and can be implemented at a pace
reflective of overall OYB trends.

- Starting no new projects in FY 90. 1In FY 88, the only new
project is Forestry Development. 0Only one follow-on project,
Child Survival and Family Planning Services, is planned for FY
89. Even with these "new starts”, and despite the modest
levels we are proposing, the mortage drops 24% from $50
million at the end of FY 87 to $38 at the end of FY 90.

Through portfolio consclidation, the number of projects receiving
funding will be reduced from 9 in FY 88 to 7 in FY 90. The number
of active projects will drop from 14 in FY 88 to 10 in FY 90.

What is most discomforting about tumbling OYRs is the awareness of
complete loss of opportunity to pursue the logical paths our
agriculture strategy and education sector achievements have opened
to this Mission. Even at $13 million we will be forced to abandon
badly needed agricultural research, just as the institutional
capacity to manage research investments efficiently conalesces.
Additional funds for a follow-on prnject are extremely important,
Virtually as vital is the need for funds to develop and escalatn
the processing and marketing elements of our agriculture

" strategy. Project possibilities include marketing information and -
market development, and/or building on agro-enterprise experience
in Rapti and ARPP. 1In education, $1 to 2 million of EHR funds per
year would permit a return to normal funding levels for DTP, with
its key training opportunity "earmarks"™ for women and the private
sector, at the authorized level. The Mission could also
capitalize on the IEES sector assessment with support for action
on agreed policy reform and program recommendations. Also, by FY
89 USAID foresees potential for broadening use of distance
education facilities to employ radio broadcasts, for example, in
adult education, and in-class primary/secondary education,

USAID/Nepal manages its FY 88 OYB of $12 million and pipeline of
$23.8 million (as of December 31, 1987) with 19 USDH, 2 USPSCs,
and 35 FSNDH. There are also both OE and program-financed
contract employees, virtually all of whom are Nepalis. The
limitations of GON 1mp1nmpntarlon, monitoring, and lngistical
capahllltiws, coupled with Hepal's extrem=ly «(ifficult tercain,
require a higher proportion of staff to budget than is the case in
many other countries. The Mission's staff size is close to what
is essential to meet Agency standards for project monitoring,
evaluation, and accountability for funds.

However, we are concentrating our portfolio and reducing our
direct-hire staff in response to the Agency's budget constraints.
We have reduced our USDH staff from 21 in FY 85 to 19 in FY 88,

and plan to operate with 18 USDH by the end of FY 1989, 'This last
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reduction can be acéomplished through the merger of our Program
and Project bLevelopment and Implementation Support Offices. The

number of full-time USPSCs is also being reduced {rom two to one.
in FY 88 as well,

We also plan to reduce FSNDH levels to 34 by the end of FY 90
(down from 38 in FY B87), The FSNDH reduction is being carried out
through attrition and utilization of PSCs. Contracting gives us
much more flexibility in personnel management, and allows for
short-term contracts for specific tasks. To maintain "presence"
while reducing direct-hire staff, we are also involving more Peace
Corps Volunteers in the program, with a planned increase from 37

volunteers assigned to USAID projects in FY 86 to about 50 by
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BUDGET AlD WORKFORCE REQUIREMENTS

Fy 1988 - vy 1990

Development Assistance

Number /Project
FN
0148 Institute of Ag. &
Animal Science 11

0149 Agricultural Research
0153 Irrigation Management
0154 Institute of Foreslry
0155 Rapti Development
0158 Forestry Development
0159 PVO Co-Financing ‘11

- Subtotal
PH .
0135 IMI/F.P. Services

0157 Child Survival/
F.P, Services

0159 PVO Co-Financing 11
Subtotal

HE

0135 IRH/F.P. Services

0157 - Child Survival/
F.P, Services

0159 = PVO Co-Financing II
Subtotal
EH
0152 Development Training
0159 PVO Co-Financing 11
Subtotal
TOTAL DA
Workforce
usbil
FNDH

($000)

FY 88

FY 89  FY 90
1,045% 0 1]
2,450 1,949 0
1,700 1,630 1,950
900 801) 1,000
1,500 2,500 3,475
400 B850 1,300
655 771 1,050
8,650 8,500 8,775
1,100 0 0
0 1,900 1,750
0 100
1,000 2,000 1,750
1,350 0 0
0 2,000 1,750
235 0 225
1,585 2,000 1,975
500 5010 500
265 ] 0
765 500 500
12,000 13,000 13,000
19 18 18
35 34 34
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IVv. PROGRAM PERFORUANCE AND AGEWDA

The Mission is able to report, in the sectoral commentaries which
follow, a number of strategically important accomplishments,
recent and imminent, in our policy dialogue with the GON, our
donor dialogque and in our project portfolio. Annex A presents
select country trend and program performance targets and
indicators by sector, in matrix format. The portfolio, and the
bilateral and central resources it brings to bear, provides the
means and capacity to achieve these impacts, USAID's relationship
to the Structural Adjustment Program, described in part II above,
~illustrates the weight our portfolio can have, even indirectly, in
policy reform and on donor perspectives in Mepal. In some
instances we can virtually take sole and direct credit; in others
(and increasingly) USAID's effectiveness derives from close
association with other donor initiatives and is of a more
attributional nature. The awareness of our broad influence here
and the fundamental importance of our in-country expertise and
project involvements to this strength, make it most difficult to
consider further retrenchment and reduction,

A. Agriculture

Growth Model and Strategy

USAID/Nepal's agricultural strategy revolves around a market-led,
cash-crop based and private sector-driven sectoral growth model.
It seeks to exploit opportunities in areas where the country has
comparative advantages in order to increase rural employment,
incomes and productivity. At the same time, it supports policies,
programs and activities required to sustain the productive
capacity of the country's fragile natural resource base. The
strategy provides a sharp, growth-oriented focus to the broad
concerns outlined in the CDSS and establishes a conceptual
framework within which scarce development resocurces can be
concentrated to achieve maximum sustainable bhenefits for rural
Nepalis and the economy. The agricultural growth model and
strategy were summarized by cable in Hovember, 1987 (87 Kathmandu
8758) are presented in additional detail in Annex B,

portfolio Implications

Opportunities exist within khe Rapti Development Project, the
Winrock OPG, and the Agriculture Research and Production Project,
to further test and refine the approach suggested in the strategy.

- Rapti already has a production focus, specifically its vegetable
and fruit crop production (cashcrop) component, livestock
development component, forestry component, and small business
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promotion component,  With a stronger 2nd clearly articulated
market emphasis, these can provide invaluahle grassroots insights
into the factors (technical, instituntional and pnlicy) needed to
implement the cash crop "export" approach embodied in the
strategy. Furthermore, the explicit private sector role in
fertilizer sales, seed productinon, nursery estabhlishments and
enterprise development offer an exceptional opportunity to
understand and expand private sector participation.
Simultaneously, the factors influencing the movement of foodcrops
to hill consumers can be closely observed and analyzed. The
lessons and measurement of impact which Rapti will provide, make
it the centerpiece for field application of the strategy.

To help bring a stronger market orientation to Rapti, USAID will
use the zone as a focal point for carrying out field studies
associated with the analytical agenda described below. We will
Aalso draw upon marketing and small enterprise expertise within the
project, supplemented by S&T project assistance,

- The second phase of the USAID, German (GTZ), and Ford Foundation
co-financed Winrock OPG will support local research into econonic
and natural resources policy issues and related participant
training. The research agenda has been adjusted to more directly
address USAID interest in marketing issues and systews, as well as
at related natural resource management and land use implications,

- The mid-term evaluation of the Agricultural Research and
Production Project (ARPP), completed on January 1988, recommended
reducing the number of activities to concentrate resources on
helping the newly created national research system become
operational. The project is uniquely positioned to do this and
thus build the institutional base needed to effectively do
adaptive research throughout Nepal. 1In addition, the program for
.expanding the availahility of improved seeds through private
producers and sellers in hill areas has been judged very
effective, sustainahle and replicable., Expansion of this activity
is consistent with and supportive of the strateqy's private aector
markebing and produetivity increasing eltements, L also
demonstrates a private alternative to the subsidized government
approach for supplying inputs and services to the hills.

- The other projects in the ARD portfiolin indirectly supporkt Lhe
strategy. 1In addition to access to improved technology {(seed,
‘Fertilizer), irrigation is a critical input which, if well
managed, can be a major determinant of whether production and
cropping decisions respond to market opportunities. The
Irrigation Management Project aims at better water management for
agriculture. The CDSS identified trained manpower as a
pre-requisite for sectoral development and growth, The Institute
of Agricultural and Animal Sciences Project assists the country's
only university-level agricultural training program, as does the
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Institute of Forestry Project in the natural resources field. The
proposed Forestry Development Project is a key component in a
broader GOMN and multidonor forestry inittative, which will
increase community and private responsibility for, and benefits
from, forest management and utilization, It ties the concerns for
better management_of critical resources to the interests of the
rural dwellers to improve and sustain their incomes and welfare,.
The productivity of ‘community forestry 1nvestments 15 the concern
of the Nepal Coppice Reforestatlon Project.

Through shifts in emphasis within the current portfolio, elements
of the strategy can be highlighted, tested and analyzed. Rapti
provides the most depth and breadth of opportunity to do this over
the next several years. The analytical agenda discussed below,
and the resources brought to bhear on it, will allow for a
sharpening of approaches for furthering the strategy through Rapti
and other existing activities., However, the pace and perceived
commitment with which USAID implemerits the Sttatng 15 contingent
on ARDH account funding levels. As elaborated in the Budget and
Workforce section above, if held at the FY 88 level (below $10
million) in future years we are clearly constrained in our ability
to accelerate implementation of the strategy.

Implications for the Analytic Agenda

The priority assumptions implicit in the new [ocus on the
agricultural strategy constitute the basis for a significant
analytical exercise. These assumptions and sources of information
(existing or to be generated) are outlined in Annex B. USAID is
now in, or expects to assume a lead role in, analysis of marketing
systems and food and cash crop movements, internal and external
demand trends for Nepalese cash crops, and agro-enterprise
opportunities. The Mission will draw on project, PD&S, and
central resources to carry out selected portions of the analytic
agenda. Field studies will he done directly through the Rapti
Project and the Winrock OPG. Other analytic work can be performed
through local contracts and S&T support projects (Ag. Marketing,
Ag. Policy, Small Enterprise Development). A listing of proposed
studies and discussion of management modalities for this work is
also outlined in Annex B,

Implications for Lhe Policy Agenda.

The CDSS policy objectives remain valid for the more focused
strategy. These are:

1. 1Increased reliance on market forces in the sale and
distribution of agricultural inputs and outputs

2, Devolution of greater community and private participation in
forest resource management
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3. A rationalized institutional structure for more effective
coordination and resource allocation for agricultural research

4. Increased mobilization of local resources by user groups to
assure the operation and maintenance of capital investments

What may be added to the existing CNDSS Policy Agenda are specific
steps in support of private agro-marketing and processing
enterprise development. These could include pricing and foreign
exchange actions which stimulate export production and marketing,
the creation of export-related infrastructure, financial

" facilities, standards, communications and information systems, and
the simplification of business and export licensing procedures.

However, the analytical exercise described earlier is needed in
order to clearly and accurately define the critical policy-level
decisions or performance gaps which hinder investment and growth
along the lines indicated in the révised sector paradigm. It is
premature and speculative to make significant changes in the
policy agenda now. But, refinements will, in all likelihood, be
forthcoming as our understanding of the issues and opportunities
are sharpened through the analytical exercises,  What further
leverage and resources we can bring to bear on such matters is
also quite uncertain at this time.

Agriculture Program Highlights

Major policy and donor dialogue currently flows from many ARD
project and program concerns and this kind of communication is
increasing. - The strongest vehicles for addressing policy issues
are the Rapti Project, the Agricultural Research and Production
Project (ARPP), the Irrigation Management Project (IMP), the
co-financed Winrock OPG, and the new Forestry bevelopment Project,
now in design. These provide us with considerable field-~level
and/or operational insight and credibility regarding policy and
institutional problems and opportunities affecting not only our
projects, but the sector. It is principally this experience and
knowtedge, holatored hy Ehe financial levoerage of he portfotio,
which allows us to engage and interact in the policy realm.

Recent monitoring of Hission contacts with other deonors shows
several meetings prr week, 'There in a similar stepped-up trend in
our dialogue with the GON. Wwhile implementation {ssues require
intensive attention and discussion, the amount of time regularly
directed at fundamental policy and institutional concerns is
increasing. The external mid-term evaluation of the ARPP Project
and the joint (GON, Contractor, USAID) internal review of IMP,
plus the discussions around the Forestry Development Project
‘design process, have focused and sustained the dialogue being
undertaken on key issues and policies. With the sharpening of
functional roles within the ARD Office, and the execution of the
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analytical agenda, policy dialogue will be strengthened and
sustained,

Policy Dialogue with GON. A discussion of activities and
accomplishments within each priority policy area established in
the Policy Agenda Annex of the CDSS is presented in Annex B, As
noted there, substantive progress has been made in the areas of:.

- Increased reliance on market forces in the sale and distribution
of agricultural inputs and outputs:

- Devolution of greater community control and private
participation in forest resource management;

- Rationalized institutional structure for more effective

coordination and resource allocation for agricultural research;

- Local resource mobilization and user group participation to help

provide adequate O&M and achieve maximum production from capital
investments,

- Donor Dialogue., A high degree of donor dialogue and coordinated
action has helped precipitate the ahove policy accomplishments,
The most conspicuous interaction has been in the forestry and
irrigation areas, but c¢lose and regular cooperation with other
donors occurs in all areas:

- In Forestry, USAID made major inputs into the
conditionality under SAL I, most notably that pertaining to the
private ownership and utilization of trees on private lands.

USAID collaborated with UHDP in the benchmark Concept Paper which
suggests the next generation of Forestry programs; with ADB,
Pinnida, _UNDP, ODA, IBRD and FAO in the Forestry Haster Plan which
sets the framework for forestry sector development; and with
UNDP/FAO and IBRD in design of a forestry implementation program
which includes the USAID Forestry Development Project.

- - One of the most encouraging and productive achievements is
the increasingly close interaction in irrigation between USAID,
UNDP and the major external funding agencies, namely the IBRD and
the ADB, Both Banks now seek more beneficiary invglvement in
system operations and management as conditions for sector
lending. They view IMP's work in water user organization,
training, research and monitoring as critical. (hiscussions are
now underway with TBRD to directly involve THUP water user
organisers in their next project, perhaps in exchange for IBRD
funding for some of the construction elements in the USAID
project.)
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- A major GON/Donor meeting on irrigation is scheduled for
late February, 1988, in which the mutual concerns of the donors
will be thoroughly discussed with the GON. Later in the year, IMP
'is sponsoring a national workshop on farmer participation in

agency managed systems and strategies for agency and donor
-assistance to farmer-managed systems,

- Consideration is being given to inclusion in SAL II of

conditionability requiring passage of the water user leglslatlon
developed with IMP support.

- The IBRD, in particular, is following the reorganlzatlon
of agricultural research supported by USAID with a view to a loan
for research once the new organization is fully operational.

- The Rapti program for private dealership in fertilizer and
the analysis of fertilizer pricing under the co-financed Winrock
OPG provides USAID with a highly visible role among the donors
concerned with this critical agricultural input. There is great
promise, through united donor initiative, of altering policies and

improving access to and optimal use of this key agricultural input
over the next few years.

- Based on fieldwork done by the IAAS and 1IMI, USAID raised
strong objections to the ADB's proposed East Rapti Irrigation
project., The U.S. hoard representative, along with the
Australians, voted against the project. Changoq in essential

elements of the project have been accepted in principle by the ADB
and GON. o

- In FY 87 USAID and the Vorld Food Program (WFP) developed
a Food For Work (FFW} road building activity in Rapti which holds
promise as a model for GON-Donor-WFP collaboration elsewhere in
the country. It incorporates the professional and technical

resources which have been critically absent in many FFW programs
to date.
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B. Health'and Family Planning

"Modern® public sector health services began in Nepal in the
1950s, and family planning services were initiated in the late
1960's. Until the early 1970s, the organization of these services
can be best described as a series of functionally independent,
often parallel, narrowly defined, vertical programs, e.d.,
malaria; smallpox; TB; leprosy; hospitals; and the newest, family
planning. The health sector in the 1970s was characterized
principally by an expansion of the categorical vertical programs
and growing physical infrastructure, but with the important
introduction of experimentation in an organizational alternative,
an integrated management and service structure. . USAID supported
this integration experiment in two of Nepal's 75 districts. Both
the GON and USAID considered it successful enough to commit to
supporting a phased shift to an integrated national system over a
decade. However, the GON and all major donors in the sector also
continued to support growth of the vertical programs in order to
achieve maximum service coverage before integration occurred
and/or to "hedge bets" on whether the integrated system would, in
fact, come to be.

The integration process received a policy level commitment within
GON, and USAID's support was provided through the 1980 IRH/FPS
Project (0135). This "sector projéect” has constituted USAID's
major sectoral commitment and vehicle since that date. But
problems arose guickly within the integration process and within
the categqorical, "problem-specific®™, vertical programs that were
to be the foundation stones for the new integrated system. - The
integration process, ironically, was transformed into yet another
®*vertical project®. And for several reasons it was poorly
competitive with the well-entrenched, historical, vertical
projects, It floundered, achieving an expansion to only six
districts by 1985 and, in the process, sacrificing coverage levels
achieved by vertical projects in most areas that became
*integrated". This vertical integration project earned a negative
image for the concept of integrated health services in general.

The remaining vertical projects, meanwhile, although still
commanding the large majority of GON and donor resources, compiled

a mixed record. The Expanded Immunization Project (EIP), the
‘program successor to smallpox, accomplished a solid start in the

1970s but by 1985 was leveling off at extremely low coverage
levels. The FP/MCH Project belied its name by ignoring MCH and
concentrating its FP program nearly totally on VSC. The VSC
program saw encouraging increases in numbers of procedures (up to
67,000 one year) early on, but its inflexible organization and
"annual campaign” mentality eroded its own performance and the
numbers began to decline. The malaria program achieved impressive
results in the 1950-60s, but effectiveness declined due to a
constellation of organizational, funding, entomologic and
epidemiologic reasons. :
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By 1985, ten years into the initial integration experiment and
five years into the IRH/FP Project, USAID completed a major
project evaluation and undertook a deliberate effort to shift its
strategy and program. IRH/FPS was neither achieving its major
project objectives nor disbursing rapidly. It was evident that
the GON environment had evolved and change was needed,

In formulating our options, we noted many strong positives in the
sector, creditable to the GON as well as to past efforts by USAID
and other donors. The GON's stated health/population policy
framework was progressive and offered few clear obstacles. A
basic physical and personnel infrastructure had been establlshed
Ministry of Health (MOH) commitment to "public health and
population” concerns was expressed by the relatively high
proportion of resources allocated to these programs as contrasted
with allocations for curative services and facilities, The MOH
had proved through its successes in malaria and smallpox that when
truly committed to programs, it could establish the capacity to
carry them out. USAID and the MOH had demonstrated a capability
to work together over many years and during times of change and
uncertainties.

Within that positive framework, then, and fully cognizant of the
confusion and complexities inherent in the integration-vertical
program morass, the Mission elected to marshall its resources to
challenge the GON to make its sector programs as progressive as
its stated policies and to assist the MOH to make its performance
match its rhetoric. The Mission had been granted project
extensions through July, 1988, and provided additional basic
IRH/FPS Project funding to carry out that agenda. 1In late FY
1986, the Mission also received its first allocation,_$l.0
million, of Child Survival Funds, in response to its Child
Survival Strategy and designation as an "emphasis courtry”

The basic observations behind of USAID's efforts over the past few
years are that GON's health/population goals and policies are
excellent and merit support; that the most important and feasible
child survival program opportunities (immunization, ORT, ARI
control, and birth spacing) require greater emphasis and program
modification to achieve acceptable coverage and quality; that
integration is a logical medium-term objective but that the
uniquely vertical-integration project was the wrong way to go:
that the FP/MCH program was being skewed by an almost exclusive
focus on VSC and was causing negative ripples throughout the MOH
system; that more attention must be devoted to FP/MCH services
directed at and delivered by women; and that the malaria control
program required rejuvenation if a major resurgence of malaria was
to be averted,

The IRH/FPS Project's overall structure and mechanics of operation
were adequate to allow the Mission to pursue most of our
objectives in collaboration with other donors in the sector, among
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whom a strong consensus was developing. However, modifications in
project management were required to more sharply pursue desired
achievements, eg, to hold MOH accountable for performance against
objectives; tighten financial controls that were not proving
adequate; highlight and focus on key child survival and family
planning objectives and disengage from unproductive ventures; and
minimize large contributions to "general operating expenses"”.

These project adjustments have been accomplxshed over the past two
years.,

"The infusion of the $1 million of Child Survival funds into MOH

and NGO programs on a highly selective basis, permitted USAID to
become involved in the national immunization and diarrheal disease
control (CDD) programs for the first time. It also allowed USAID
to team with NGOs to define ARI mortality and control issues.
These modest CS supplements have produced remarkable payoffs in
revitalizing the MOH's EPI program, intensifying MOH's focus on
diarrheal disease issues, in obtaining broad recognization of ARI
as a national health priority, and in field testing alternative
systems for EIP, ORT and ARI service organization and delivery
{including a world-class ARI control trial covering the remote
Jumla District),

Many difficulties remain in reaching the IRH/FPS Project's
ambitious sectoral objectives, yet there is little douht that,
building upon the foundations laid prior to 1980 and the IRH/FPS
Project's early years, progress has accelerated greatly. We note
the following additional achievements:

- a new and concrete commitment by GON to real progress in
integration of health/family planning (RFP) services
(discussed below);

- a renewed commitment by GOM to FP and MCH services under
the Royal banner of satisfying "Basic Needs" in health and
population by the year 2000 (discussed below);

- a recommitment by'GON to an earlier-stated, but lateiy
ignored, balanced family planning services policy;

- unprecedented sectoral donor cooperation/coordination;

- acceptance by GON of the need to provide more services for
and by women; :

- initiation of rural marketing efforts for FP and ORT
products through the Contraceptive Retail Sales Company
(CRS);

- deepening involvement of NGOs to complement GON efforts
toward pro;ect objectives.
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Over the past year, two extraordinary events have occurred
affecting the sector: (1) His Majesty has firmly committed the GON
to major progress in health/family planning by highlighting the
sector in his "Basic Needs” initiative; (2) The MOH has declared a
total structural reorganization to a nationally integrated system
of health service delivery. The Basic Needs objectives in this
sector focus on the program aspects most emphasized by AID, the
reduction of infant and child mortality and population growth
rates, While the formally enunciated targets are overambltlous,
they will be a positive focus of MOH attention in com1ng years,
and are causing the GON to examine current activities in order to
find means to accelerate progress in child survival and family
planning. This examination is long overdue and is highly
welcomed; it is a new environment wherein the GON itself is

looking for change, rather than simply reacting to donor
initiatives.

The declaration of intent to integrate the HFP system totally by
1990 is by far the largest step in the process orginally begun in
the early 1970s. The declaration alone does not guarantee, of
course, that the integration will be done well and on schedule, or
that it will quarantee better quantity or qualitry of services.

But at least the process can proceed from theory to reality.
Although the recent integration initiative was motivated in part
by donor pressure, once the MOH decided to take the plunge, the
new organization, procedures and objectives of the reorganization
have been decided totally by the Nepalese - it is their show, with
minimal donor involvement in its early planning and
implementation. The MOH clearly feels a healthy "ownership" of
the new organization, '

The Mission believes that 35 years of AID assistance/collaboration
in the sector as the major donor entitles it to claim at least
some credit for the evolution of the maturing systems and in the
selection of the foci of the sectoral Basic Needs objectives. The
Basic Needs objectives, the declaration for an integrated system,
the rededication to balanced FP/MCH services, the improved "CSs"
service system (EIP, ORT, ARI, FP)}, all are consistent with AID
objectives as stated in our contemporary CDSS, our "Child Survival
Strategy"”, this and recent Action Plans and the focus of our
proposed follow-on project, the "Child Survival and FP Services
Project®.

While we are pleased by recent events, they are not Teally a
culmination but just a beginning; although the MOH's programs and
policies appear finally to be moving towards some harmony, serv1ce
coverage remains at miserable levels, systems management
mechanisms are weak, skill levels are low, and decentralization is
in its infancy. Through the remainder of the IRH/FPS Project we
will seek to maintain the recent gains through the tumultuous
reorganization process, and when we feel confidence in how the
revised organization will actually function (as opposed to the
often deceptive  appearances on paper), we will elaborate the
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details of a new project that will focus the next level of AID's
historical support in the sector, developing delivery systems
which are capable of providing sustainable, reliable coverage for
selected FP and MCH services to a increasing percentage of target
populations, '

Program Evaluation

During January and February, 1988, the IRH/FPS Project underwent
an extensive "end-of-project” evaluation by a team of Nepalese and
expatriate experts. They were assigned an ambitious agenda, to
assess project performance against written objectives and today's
realities, to look in depth at the most important issues that have
evolved during the project's eight years, and to recommend whether
AID should remain active in the sector and, if so, how. From the
. draft report completed by the team before leaving Nepal, the
evaluation's major findings are summarized as follows:

- AID assistance has been and is pervasive in the sector.
It is fundamental to the execution of MOH programs in
Nepal, ' '

- Current HMG policies for delivering prionrity health and
family planning services to the rural poor are very
progressive, and technically correct. The Basic Needs
initiative announced by the King addresses the most
critical health needs including family planning (with
birth spacing}, immunizations, diarrheal disease control,
maternal health, acute respiratory infecton {ARI) and
nutrition. These priorities are also those of AID's Child
Survival initiative.

- There remains a need for balance in the overall national
health services program among (a) child spacing, (b) VSC,
{c) diarrheal disease control, {d) communicable disease
(EPI, ARI, malaria) control and (e) nutritional
improvement.

- The increasing attention given since 1985/86 to child
survival services, balanced family planning services,
increasing the participation of women from both provider
and client perspectives, and making integration and
decentralization work is appropriate,

- The shifting of resources and attention away from project
activities found to be unproductive (e.g., general
operating expenses, drug procurement and logistics
functions) is evident and appropriate.
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The health services are undergoing fundamental and
sweeping organization changes which furnish the
opportunity for and underscore the necessity of upgrading
personnel and management capability and performance.

Continued AID assistance in the sector is desirable,

The evaluation recommendations with regard to the current proiect

(IRH/FPS) are:

That USAID continue to support current GON initiatives to
deliver the priority services included in the Basic Needs
package through the integrated, decentralized health
system now being developed.

The current USAID project should be continued until 1990

to provide a bridge to the new project. Maintenance of

consistent USAID support through the current critical _
transition period; from centralized/vertical projects to
decentralized/integrated programs, will be important.

Evaluation recommendations for future AID support to the health
and family planning sector have yet to be adequately explored
internally, let alone with our GON and donor colleagues:

-—

A new USAID project should assist the GON in implementing
the policies which are already in place, The evaluation
recommends that this be done, inter alia, intensively in
one Region with focus on the village and District levels
by strengthening the delivery and supervisory practices of
the District Health Offices, Health Posts and community
outreach workers and volunteers,

Focus on common GON Basic Needs and AID Child Survival
objectives. Priority services should include child
spacing methods, immunizations, diarrheal disease and
acute respiratory infection control, VSC refprral and
maternal health,

'Upgrade technical and managerial skills, and improve

management practices at the District and health post
echelons. Some such management assistance may also be
required at the regional and central levels.

A new USAID Project should also continue to support some
of the national-level activities which have made positive
contributions in .the past, including CRS, contraceptive
supplies, small-scale operational research on priority
services delivery issues, VSC camps in the hills and
mountains, public health skills training and expanded NGO
activity.
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- A new USAID project should also continue to pursue certain
specific aims: establishment of static family planning
facilities (temporary methods and VSC) in the Tarai, and
establishment of private sector family plannlng clinics in
urban areas.

The evaluation suggests, as part of the process of concentrating
its resources, that the Mission also resist involvement in
commodity procurement (particularly drug supply, rather than
contraceptives), further construction components, and excessive
precccupation with those central level issues which are not of
direct import to effective and expanded service delivery in the
field. The next part of this narrative discusses Mission
intentions with respect to reducing its traditional role in
malaria control through insecticide grants. '

The evaluation findings appear to validate the Mission's sectoral
. strategy as articulated in the CDSS (and subsequent progranm
documentation), and as evidenced by modifications in IRH/FPS
Project emphases since 1985, described above. The "strategic
objectives” of (1) reducing child mortality and severe morbidity,
and (2) meeting Nepal's demographic and development needs by
creating demand for fertility limiting services are in full
consonance with GON Basic Needs objectives for the health sector
and remain valid in the environment of accelerated integration of
the MOH. Once the process of integrating the MOH organization
surmounts the expected transitional barriers, USAID can focus
intensively on the issues most directly related to reliable
delivery of FP, EPI, ORT and ARI services and move into full
project design,

The Mission has been engaging the GON in an intense dialogue on
decentralization of authorities and responsibilities to regional
and local levels in the HFP sector for several years now, and
already has initiated new decentralization support activities with
one of the five administrative regions; we strongly agree that
this avenue should be fonllowed as far as it can be, which
ultimately depends on the practical expression of GON commitment
to the decentralization of real authority/responsibility.

Policy Dialogue: Malaria. The Mission has engaged many levels of
GON and many donors in an intense dialogue on contemporary and
future malaria control issues. Briefly, after a highly successful
GON/WHO/USAID effort in the '50-60s to bring malaria under control
and open up the Tarai for human settlement, in the late '70s and
the '80s the control program has slipped. The slippage is due to
a number of entomologic, ‘organizational, ecologic, political and
epidemiologic reasons. What is most important is that almost half
Nepal's population now resides in the Tarai; they are largely
non-immane and the malaria problem will worsen. A major epidemic

in the Far West two years ago was a symptom of the underlying
problems.
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To address the problem, we have advocated GON attention and action
to the following priorities:

a) institutional arrangements to maintain malaria control under
the new, reorganized, integrated MOH structure; :

b) how the MOH can restudy the current malaria entomological
situation in all malarious areas, given that most entomologic
information is 1950-60s data, and the mosquito-man-animal
ecology in the Tarai, has changed drastically since that time.

¢) training an entire new generation of malaria control workers;

d) the need to assure adeguate availability of appropriate
insecticides and develop alternative approaches to malaria
control,

The Mission has been attempting to address a, b and ¢ with local
cost support project resources and with central VBC project
assistance. Also, an international review of the malaria program-
is scheduled for March'88, and Mission will support the
part1c1pat10n of Larry Cowper of USAID/Rangoon as part of the
review team.

The short, the medium and long-term insecticide situation has been
raised for discussion with National Planning Commission, Ministry
of Finance and all levels of Ministry of Health., Also, the
Mission has raised the issue frequently with IBRD, ADB and other
donors. It is our impression that banks are not interested, and

" that no other donor is prepared to become involved in other than a
piecemeal, ad-hoc drop of a few consultants and an unreliable
supply of "their favorite insecticide®™ (fenitrothion by the
Japanese; Ficam and Actellic by the British).

Given AID's resource limitations, we have notified all parties
that it remains unlikely that we will be able to provide adequate
malaria insecticides after 1988B. While insecticides still will be
required, grant donors are unlikely to be able or interested to
provide reliable supplies of the most technically appropriate
insecticides. We have suggested that the GON consider agreements
for Indian assistance (malaria is a shared problem; also, India
produces the DDT and malathion Nepal requires), and/or that they
make a strong case for soft-loan financing from IBRD or ADB.

We believe the GON remains reluctant to borrow, even on soft
terms, for insecticide and that they have not been active in
pursuing bank financing. Also, they are very reluctant to request
such assistance from India. This is an area in which the Japanese
government may play an important "transitional® role hut we are
concerned that the type and terms of their insecticide assistance
may not be optimal.
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Donor Dialogue. Recent years have seen extraordinary
collaboration and cooperation among the three major sectoral
donors, UNICEF, UNFPA and USAID. This unity has been a key to

. progress on integration, "child survival® activities, and family
planning reform. Recently there has been a high turnover of
leadership in UNFPA and UNICEF here, but we hope to maintain the
frequent meetings and unified action. UNICEF has been extremely .
'easy to work with on child survival issues, and although they
don't program in FP they have been vocally supportlve of USAID and
UNFPA's FP initiatives on child spacing. UNFPA is programm1ng to
a limited extent in MCH, but the bulk of its program remains
population/FP. Although there is overlap in the interests of
these donors, we each recognize that no one donor has the
resources to deal with the whole spectrum of problems and we
endeavor to assign each organization responsibility for program
components best suited to our resources and mechanlsms of
operation.

At present Nepal is fortunate to have IBRD representatives in

- Kathmandu and Washington with outstanding experience and judgment
on health/population sectoral issues. Hence, our collaboration
has been close, consistent and productive. IBRD is close to
initiating a 2-year "operations research” activity looking at
management issues in the MOH, with special emphasis on one
region. This is an approach we have been advocating, it is
consistent with IRH/FP evaluation findings, and we believe the
Bank can contribute to management capacity in the sector. The
Bank has profitted from the extensive local knowledge and
experience of USAID/Nepal's technical staff in defining their
sectoral objectives and resource allocations.

The other potential important bilateral donors are the U.K.'s ODA
and the Japanese. ODA has provided modest amounts of malaria
insecticides for a few years and small health system inputs into
one zone as part of an IRD program. They currently are assessing
and revising this program. Japanese assistance in the past has
been largely hardware and construction-oriented and only a minor
factor in the overall system. The Mission has suggested that they
consider cooperative investments in technically appropriate
malaria insecticides (malathion from the US would be ideal):;
collaboration with USAID in developing an adequate national
malaria (vector- borne disease) training and research center(s);
the provision of contraceptives (US-produced 0OCs, for example)
and selective construction of staff housing for MOH staff in the
field.

Underlying Key Assumptions. The following are Mission
assumptions and concerns regarding the level of GON commitment
forthcoming in the present reorganization. The extent to which
these assumptions turn out to be valid will be a critical factor
in design of the follow-on project.
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-  MOH proceeds with full implementation of functional
reorganization. Vertical projects will be abolished. (The
MOH says that this can be completed within 3 years.)

- GON will devolve real authorities and resources in the name of.
decentralization. The most important authorities will be
those of personnel administration and budget control. These
must be delegated to a significant degree to the Regional and
District levels if real decentralization is to occur,

- The Basic Needs commitment will bring new momentum to and

ensure at least present resource levels for health and family
planning. :

- - MOH will pursue provion of services for and by women. This
has only recently begun, with vigorous USAID encouragement.

- MOH will implement improvements in its FP/MCH program
reguiring a more "balanced approach" and greater efforts in
child spacing.

- CRS can be further privatized. It is not clear to what degree
further privatization will be encouraged.

- Major current sectoral donors will continue close cnordination
and unified requests for progress. UNFPA, UNICEF and USAID
acting together have been a major factor in recent progress.
This unity must hold, and should be strengthened by IBRD,
Japanese and U.K., involvement in the sector.

Analytic Agenda. In recent years, USAID has commissioned an
ambitious spectrum of assessments, surveys, reviews and
evaluations of specific aspects of the sector. Most of these
studies have been completed and provide rich material on the
current state of sectoral programs and the environment they
operate in; this material will be invaluable in designing a
follow-on project. Annex C lists studies underway and proposed,
There are a number of additional analytic efforts we would
particularly like to have before design of a follow-on project.
Four such studies are either in progress or in preparation:

- detailed marketing survey, feasibility study and business
plans for private sector initiatives in family planning.

Preliminary work already has identified opportunities for
private sector women's clinics and for industrial workers' FP
services.. The next steps will be carried out during FY 88
through the central Enterprise Project.
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- further analysis of the Jumla ARI control project experience.
We have completed one year of intervention and need to verify
results during a second year. No additional funding is
reguired for this further analysis.

- assessment of personnel administration issues and
opportunities at regional and local levels. For
decentralization to work in Nepal, regional/local managers
must have major authorities over personnel administration:
which they do not now have. Mission has commissioned an
assessment on these issues through our TA contractor.

- repackaging of FP IEC messages., Existing studies have
identified the predominant expressed reasons for current
non-use among never-users, ever-users, potential limiters and
spacers. Among the. potential "market", there are many fears,
misconceptions and biases that may be responsive to better IEC
messages, as well as to better FP worker knowledge and
performance. We want assistance to devise new IEC vehicles,

. PD&S funding has been reserved,

The Mission, using project and other means, is hoping to broker
several other analytic efforts of sectoral importance, for
example, (1) Vitamin A mortality reduction study, (2) neonatal
tetanus prevalence related to altitude, and (3) spectrum of
diarrheal disease syndromes in Nepal (acute vs chronic,
dehydrating vs dysenteric, etc) and etiologies of diarrheal
diseases in children. Although these studies are not critical to
the development of a new project, the project should be designed
to permit adjustment and response to the results of key technical
studies such as these,
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C. Education and Human Resources

Policy Dialogue. The significant event of this Action Plan _
period, the Education Sector Assessment, conducted under the S&T
Improving Efficiency of Education Systems (IEES) project, will
shape education plans in Nepal for the next decade. The draft was
completed in late FY 87. Review with the GON is underway, and the
Assessment will be formally released this summer. The Assessment
has already influenced policy dialogue through participation of
high level Nepalese experts in this very substantial endeavor.
Preparation involved Nepalese and U.,S. technical experts, and
extensive discussions with other donors. At the same time the
Assessment was underway, the Ministry of Education and Culture
{MOEC) was examining its own programs and setting objectives for
the Government's Basic Needs by the year 2000 initiative,

The result was to focus GOM priorities exactly on the areas the
last Action Plan identified as the main constraints: the poor

guality of basic education programs in primary level schooling,
and very low adult literacy rates, Sectoral policies are being

scrutinized as they relate to the GON's Basic Needs objectives for
education and adult literacy.

Donor Dialogue., In 1987, USAID and the IEES resident technical
advisor held several informal meetings among the various donors in
education. During preparation of the Sector Assessment in July
and August, the IEES technical team conferred with other donors.
The draft Sector Assessment has been circulated to a limited group
of other donors (IBRD, ADB, ODA, and UNDP), pending formal GON
approval, The Assessment has provided the information base and
the process through which USAID has been able to increase dialogue
with other donors. 1In the last few months, ADB has drawn on the
Assessment in planning its new teacher training projects, and has
conferred regularly with the IEES advisor, with the IEES team
finalizing the Assessment, and with USAID. As a result, ADB is
planning to coordinate its teacher training activities with
USAID's RETT project. The World Bank will use the Assessment in
planning its own future projects- both the UHDP and British
Council have requested copies of the Assessment for reference and
have provided comments.

IEES country implementation plans for 1988 and 1989 call for a
series of seminars with the GON and other donors to discuss key
education problems and policies. By focussing on the management
information system and planning functions in the Ministry of
Education, USAID will continue to play a key role in stimulating,
maintaining and leadlng dialogue among donors and the Ministry of
Education.

Education Portfolio HBighlights. The CDSS identified three key
problems: the low literacy rate; an inefficient primary school
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system; and the shortage of skilled manpower. USAID's objectives
are to assist expansion of literacy efforts; to support radio
teacher training to improve the quality of primary education; to
upgrade GON capability to collect and use data for better
planning; and to support both the public and private sectors in
strengthening managerial and technical skills in development.’

In the past year, significant progress has been made toward each
of these sub-objectives.

In FY 87, under the PVO Co-Financing I1 project, a grant was made
to World Education Incorporated (WEI) to expand proven functional
literacy programs. An impact evaluation of previous literacy
classes for women showed that participants not only achieved
literacy and numeracy, but also changed their attitudes towards
health, family planning, agriculture, and resource conservation.
In 1987/88, classes began for 76,000 participants, and will expand
to 100,000 participants per year in 1988/89.  WEI will also help
develop post-literacy materials, By 1989, programs will operate
in all of Nepal's 75 districts, The GON's target is 65% literacy
by the year 2000, which would require reaching 400,000 people per
vear. The necessary base in materials and experience now exists,
and this target is attainable sufficient donor support.

The Radio Education Teacher Training II1 project has
institutionalized Ministry of Education capacity to develop,
implement, and evaluate effective radio programming. Trained
staff members are in place, and the GON is funding operating
costs, including broadcast time. Preliminary evaluation results
for 1987-1988 revised English tuition broadcasts showed that
teachers' scores improved over 25% from pre-test to post-test,
Through the use of instructional radio, Nepal is now able to use
modern communications technology to surmount enormous
topographical barriers, and effectively and affordably upgrade
subject matter skills of the teacher cadre, The principal USAID
action agendas for FY B8 and FY B89 are to assist in extention of
a proven approach to new subject matter areas, while phasing out
bilateral project support.

The Development Training Project is making a steady contribution
to meeting managerial and technical skill needs. By reserving
10% of training slots for the private sector, and 25% for women,
USAID is promoting GON attention and "affirmative action” in these
mandate areas. The Annual Training Plan for 1988, negotiated with
the Ministry of Finance, exceeds these CDSS targets with 17% of
person months for the private sector and 28% for women.

The program has a long record of accomplishments in the Education
Sector. Nevertheless, we have decided to end bilateral project
activities in FY 90, with the exception of a reduced 1eve1 of
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funding for the Development Training Project. This project will
continue at about $500,000 per year, well below the level
necessary to fully fund it within its present PACD.

As described in Section 111, Program Focus and Management, we plan
to continue some assistance for planning and policy dialogue on

" basic education through centrally funded resources, 1In view of
the Ministry of Education's new emphasis on literacy and primary
education as part of the Basic Needs Program, we feel that AID has
a unique opportunity to contribute., As Agency budget and staff
resources permit, we would urge support to basic education in
Nepal. Nepal's needs particularly fit the new Congressional
earmark of funds for basic education.



- 46 -

D. Implementation of USAID'S Private Sector Strategy

The USAID strategy for private sector development and related
policy reform set out in the CDSS, now viewed from the
perspective of another year's experience, can be reaffirmed,
Consistent with the CDSS review, USAID has conducted additional
analytic work needed to better understand the context of
privatization on one hand, and is moving ahead with
implementation of small enterprise promotion, on the other.
There are some exciting, ground-breaking opportunities over the
next yYear or two, from possible establishment of an IESC office
~in Kathmandu to the private sector impacts of fertilizer policy
adjustments and structural adjustment.

The dual track strategy aims, on one side, at direct promotion
of rural and agriculture - based small enterprise . The
districts of the Agriculture Research and Production and the
Rapti Projects are the field sites for this activity. The best
present potential appears to exist in the programs for private
improved seed production/sales and vegetable seed marketing
programs. Other small enterprise endeavors are new. The
Private Enterprise Unit of the Agriculture Development Bank is
enlisting private entrepreneurs in production and marketing of
. appropriate technology already developed and tested by the
public sector in Rapti. The National Cooperative Business
Association is commencing a Rapti-funded OPG to organize farmers
into business associations along cooperative lines. Fertilizer
policy reform is crucial to attainment of national food
production objectives, and the GON's recent agreement to the
vanguard Rapti Fertilizer Plan is an important step toward
opening the system for sale of fertilizer to private dealers,
Agro-forestry, community forestry and private forestry are key
evolving elements of our forestry strategy which also round out
the small business side of USAID's private sector program.

Analysis prior to the CDSS concluded that the dominance of the
government in industry, directly through state owned enterprises
-and indirectly through excessive regulation and "red tape",
inhibit investment in medium and large private enterprise.

Thus, the other track of the strategy seeks a reduction in
government ownership and control in the economy through
privatization and liberalization of the policy and regulatory
framework. USAID does not contemplate bilateral project
involvement in larger-scale enterprise promotion. Mission
impact here has derived from analytic work which enables us to
shape the views of influential donors and GON leadership. USAID
studies over the past two. years have probed the legal and

. regulatory context for private and public enterprise; public
forest products industries; and the government's Dairy
Development Corporation,
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The important opportunities for dialogue and leveraging are the
Structural Adjustment Program process, the MDB Early Alert
system, and contacts with the GON. USAID advocacy of
privatization has helped keep feet to the fire on this part of
the SAL package and perhaps given the IBRD its best tactical
sounding board. USAID is pleased to report the first outright
sale of a viable public enterprise, and the offering to private
investors of publicly-held shares in other state enterprises.
The Mission has put much effort into trying to steer the MDBs
away from recourse to SOEs in their lending proposals (e.gq.
ADB's Paper Mill and proposed Tea Development Projects). The
Forestry Master Plan incorporates policy reforms to reduce
government control of forests and forest products triggered by a
USAID PD&S funded Forest Products Study.

Good progress in reform of trade policy, business licensing, and
other areas of importance to private entrepreneurs has occurred
- through the programs of the IMF and 'IDA in support of the GON's
structural adjustment program. The climate of receptivity to
this change has resulted in real measure from the over-all
American approach, i.e. USAID's policy dialogue, the
Ambassador's active presentation of the private sector
alternative to excessive government involvement in the economy,
USiS funding of opportunities for travel abroad by private
sector entrepreneurs, and fellowsliips to bring Amerlcan scholars
to Nepal.

Agenda

The cash crop and marketing orientation of USAID's agriculture
strategy and accompanying program of analysis can be expected to
point to additional opportunitles for private enterprise
promotion in production, processing and service functions
‘beginning in the FY 88/89 period. Some opportunities may be
pursued through our portfolio (e.g. marketing of inputs), or
even by technical and market research on specific crops.
Dltimately, much of the utility of this analytic work will
depend on the extent we can use it to influence non-AID
resources,

In privatization, the Mission had foreseen its next involvement
at the "operational level"”, with short-term highly specialized
technical assistance to help the GON implement specific
divestitures. USAID is aware, however, that the GON has
apparently sought the assistance of the IFC to implement
privatization. As privatization gains momentum, USAID may still
be of direct assistance.to the process in cases where we already
have prior association, e.g. forest and dairy products., Further
research and assistance could be applied to reconciling and
simplifying the legal framework for private enterprise, USAID
‘will also continue its advocacy of privatization more generally,
in appropriate fora.
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USAID is preparing its views on the trade and investment theme
as. applied to Nepal for the March Private Sector Conference. On
the immediate horizon is a country visit by IESC to explore
establishing an office in Nepal. 1IESC presence in Kathmandu
could become a useful arm in identifying and shepherding trade
and investment possibilities and linkages to the U.S.
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E. Women in Development

Last year's CDSS/Action Plan Guidance from AID/W urged the
Mission "to put even more effort into integrating women into
their portfolio®. To do so, USAID contracted with a WID Intern -
and a WID Specialist. The WID Intern is concentrating her
attention on gender factors in forestry as USAID designs the
Forestry Development Project, :

The WID Specialist, who began in January, 1988, is a former PCV
chosen for her rich experience in rural Nepal and outstanding
Nepali language skills. She is charged, inter alia, with
reviewing the full portfolio and developing a practical
*strategic plan® to increase project impact on women's economic
opportunities, and their access to resources and basic
services. In formulating the strategy the WID Specialist will
be working with Mission staff to review project targets
affecting women, help make them more explicit, and if necessary
clarify the main segquential actions for their accomplishment.
This review and resulting proposals for the portfolio will be
presented to the Mission in May or June., It will cover active
projects and should also offer suggestions for incorporating
gender considerations in design of the Child Survival and Family
Planning Services Project.

For several years USAID has been behind special efforts to
recruit women students at the Institute of Agriculture and
Animal Sciences, with good results (from three women students in
1983 to thirty enrolled presently). The Institute of Forestry
is also engaged in this “"targetted recruitment®™, USAID is also
pleased with the way women's concerns are addressed by our
Strengthening Legal Systems Project. The 1987 evaluation of the
project was particularly positive with respect to the Women's
Legal Services component. This program works directly with poor
and illiterate women to help them understand and exercise their
legal rights, and has enabled successful representation of an
impressive number of disadvantaged women in court. Two new WID
proposals from Nepalese NGOs are under consideration for Section
116(e) or other funding.
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-F. Donor Dialogue: Japan

The emergence of Japan as the predominant bilateral donor in.
Nepal merits special comment. This has been accomplished by an
apparent heightened Japanese interest in the development impacts
of its program. The Mission recently cabled a review of
Japanese aid to Nepal, pursuant to the Lisbon agenda and in view
of imminent high level bilateral talks on aid with Japan. The
cable pointed to some fields of common interest and-.
possibilities for collaboration surfaced by informal Mission
overtures in Nepal.

USAID attempts to establish a working rapport with Japan go back
at least to the early 1980s. Repeated contacts in 1982-83,
during an earlier period of Agency dialogue with Tokyo, ended in
frustration after many months of concerted effort. Again during
the past two years the Mission has been encouraging closer
coordination by the Japanese with USG and other donors in

Nepal. Commencing with introductory meetings with the former
Japanese ambassador to Nepal in 1985, followed by discussions
with international cooperation specialists in Tokyo in early
1986, then periodic contacts in Kathmandu both bilaterally and
through the local donor group up until the present, there has
been a marked increase in the level of interest in aid matters .
by Japanese embassy officials here. They now regularly attend
the local donor group meetings, and are gquite open to bilateral
talks with individual donors and the development banks.

However, there is still no regular effort we know of by Japanese
development missions to contact members of the donor community.
The implementation arm for Japanese projects, JICA, initiates
little contact with other donors here, although there seems to
be more recent interest in technical group meetings in sectors
such as agriculture {(most recently, fertilizer) and education.

Trends and Opportunities. Japanese official development
assistance to Nepal during the 1980's has varied between 6.5
billion yen ($27.45 million) and 21.1 billion yen ($143 million)
per year with no clear trend. The level of assistance jumped in
1981 and 1982 with large loans for a hydro power project and
again in 1987 with a large loan for a cement plant. Grant and
technical assistance has also varied somewhat, but has averaged
~about 1.1 billion yen ($ 5.3 million) per year during this
period. Local representatives of the Japanese aid program have
indicated that grant assistance for the next few years is likely
- to remain at about the same level, but primarily restricted by
absorptive capacity, not availability. With the strengthened
yen, Japanese bilateral assistance to Nepal will remain
substantial, probably greater than $50 million per year.

On a continuing basis since FY 1977, Japan has granted about $85
million worth of agricultural commodities as aid for increased .
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food production. The mix is determined by an annual reguest
from the GON and most of the funds have been for fertilizer.

The GON and GOJ recently signed the 1988 commodxty agreement for
$16.4 mxllxon worth of fertilizer.

Terms and Conditionality. The terms under which Japanese
assistance has been offered essentially implement what a

. Japanese official at one local donor meeting recently referred
to as "the o0ld style Japanese aid", namely assistance tied to
importation of Japanese source/origin goods. Development or
policy conditionality has not figured prominently, and little
concern is apparent regarding the programming or use of local
currency generated through the sale of Japanese-supplied
commondities.

Agenda for Cooperation. Our talks with local Embassy officials
have suggested some areas of mutual interest. Given the
centralized administration of Japanese aid, these ideas must be
passed on to Tokyo for follow-up and guidance, One of the most
interesting and useful areas for possible close collaboration is
with regard to Asian Development Bank lending in Nepal. If we
could establish a joint early review process where the two
leading members of the Bank could greatly shape common
positions, it could benefit the content and effectiveness of ADB
assistance to Nepal. Since the ADB is not presently represented
in Kathmandu, this collaboration is even more necessary.

In the health/family planning sector a donor/supplier is needed
to help meet annual insecticide requirements for the malaria
control program. Provision by the Japanese of moderate amounts
of insecticide, possibly even of U.S, manufacture, on :
concessional loan terms would be an important step toward
establishing eventual GON budget responsibility. Other points
for possible joint activity with the GOJ in the sector include
establishment of a vector borne diseases training and research
center; contraceptive supply (from Japanese or, possibly, U.S.
sources); and construction of staff quarters for rural health
facilities,

In agriculture, necessary but politically difficult reforms in
‘fertilizer pricing and distribution policies can be stimulated
by coordination of fertilizer conditionality among the few major
donors, of which Japan is one (and the ADB another). Japanese
commodity~generated local currency funds could support _
implementation of agriculture and forestry policies agreed to
under SAL and the Forestry Master Plan, Farm~to-market road and
trail improvement and maintenance is another possibility.

Iﬁ sum, Japan's attitude of detachment from the broader arena of
donor activity and interests may be changing. Prospects for
bringing Japan into the donor fold are favored by Japanese
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concern about the nature and image of their aid. We believe
that at the top of the agenda is high level AID initiatives with
Tokyo to encourage deeper involvement of its local official -
representatives in donor coordination activities in Nepal. The
appeal to Japanese interests is, quite simply, that closer
relationships offer visible and very useful arrangements for
bringing about the shift the GOJ seeks from "the old style aid"
toward greater emphasis on development strategy and impact.
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-(DUNTRY TREND AND PROGRAM PERFORMANCE MATRIX

SECTOR: AGRICULTURE

Note: Country targets, where not otherwise
attributed, represent USAID's estimate.

BASELINE STATIG | PERFORMANCE/

(OUNTRY TREND INDICATORS . DATRA PERIOD BENCHMARKS TARGET OMMENT
. . Crop .
Year (000 M) .
1. Production and yields a/ 4.2 million MT B4/85 85/86 4475 b/ 5.3 million MI' a/ GON Economic Survey
of food grains (paddy, 1.7 MI'/HA weighted . B6/87 4762 by 198990 (27% Bulletin
wheat, maize, millet) national ave. . 88/89 5049 increase)
yield _

c/ Weighted national Iy 7th Development Plan
ave. yield increased Production and Yields
to 2.9 MT/HA by 2000 Targets.

</ Basic Needs

Program Target.
2, Cash crop production (MI'} a/ 951,000 1984/85 b/1989/90 1.5 M Not available a/ GON Economic Survey
Weighted yield (MI'/HA) a/ 13.0 1984/85 b/1989/90 18.9 NA b/ th Development Plan

Cash Crops: sugar cane,
0il seeds, tobacco,
" potatoes, jute.

w.wcw\z“_.ow:&mghmmaw:num.\m:.u EHHES Pwmh\mmwwmo\mo wow HcSw:nHmmmmE W\Zuw\zmﬂmﬂwmﬁwnm.
for agro-enterprises and : 1994,/95
marketing purposes. _ (in constant terms)



QOUNIRY TREND INDICATORS

4. Increased sales of
chemical fertilizers in
Tarai and Hills

5. Transfer of forest land
to local comminities.

6. Formation of forest
user-groups

7. Water user contribution

to O&M of GON irrigation

systems as a % of total
OsM expenditures.,

COUNTRY TREND AND PROGRAM PERFORMANCE MATRIX

SECTOR: AGRICULTURE

BASELINE STATUS

DATR

era—

PERIOD

PERFORMANCE/
BENCHMARKS

ANNEX A
Page 2

(OMMENT

Tarai

a/ 62,765 M 1985/86
36,072 MT Hills .

a/ 36,787 HA 1987 -
transferred

a/ 612 target 1987
Panchayats
s

1986

b/ 10% per annum
increase. .

b/ See comment

b/ See comments

a/ See comment

b/ 50% increase

by 1990/91

600,000 HA
transferred by
1995/96

4,200 user-groups
formed by 1995/96

a/ See comment

a/ A.I.C. Data

b/ Consistent with
th Development
Plan

a/ CFDP Data

b/ Benchmarks will be
developed during the

*  design of the IBRD
Forestry III and USAID
Forestry Dewvelopment

a/ CFDP Data.

L/ Same as (b) above.
SAL-TI forest user
group conditionality
currently in cabinet.

a/ GON is in the process
of determining a policy
and legislation for
user O&M contributions.
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(DUNTRY TREND AND PROGRAM PERFORMANCE MATRIX
SECTOR: ARICULTIRE
BASELINE STATUS _ PERFORMANCE,/ :
PROGRAM PERFORMANCE INDICATORS DATA PERIOD BENCHMARKS TARGET . (OMMENT
1. Increased reliance on |
marketing forces in the
sale and distribution of
agricultural inputs and outputs.
. a. Fertilizer dealerships 842 MT 1986/87 1987/,88 1,500 MY 8,310 MT by 1995
operating in Rapti Zone No private © 1988789 2,300 MT
resulting in expanded dealers 1987/88 50 Private 150 Private dealers
supply. _ dealers operating by 1995.
1988/89 75 Private
dealers
b. Private producers-sellers a/ 200 M 1985/86 b/ 1987/88 400 M ¢/ 1200 MI' by 1989/90 a/ Source A.I1.C.
providing improved cereal {600% increase) &y Fram RAPTI
seed i1n 9 Districts . Maonitoring Plan
(4 ARPP, 5 RAPTI) . - and STIP/ARPP
: . : - study on Hill
seed Supply

through Private
Producer Sellers.

&/ Roughly 75% of
the annual repla-
ment needs for
the 9 Districts.
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DATA PERIOD

PROGRAM PERFORMANCE INDICATORS

c. Small private agro-
processing/service
enterprises started
in RAPTI

Approx. 25 enterprises
established by Appro—
priate Technology Unit

2. Expanded utilization of production

increasing technologies and

improve practices for management

of productive resources.

a. Cereal crops production

increased in RAPTI Zone. .

b. Percent of Rapti area
panchayat involved in
RDP forestry program

Forest land brought
under active
- local management

Wheat 243,000 MT
Maize 360,000 MT
Total 767,000 MT

308

200 HAs. active 1986/87
local management

Page 4
COUNTRY TREND AND PROGRAM PERFORMANCE MATRIX
SECTOR: ARICULTURE
BASELINE STATUS PERFORMANCE/ :
BINCHMARKS TARGET COMMENT
1987/88 a/ 10 new a/ 125 Micro and a Benchmarks and
enter—  small enterprises Targets are
prises established in tentative and
under Phase I Rapti Project. 1988/89 market towns by 1995. will be refined
enter— during 1988 as
prises implementation
: begins.
a/ Paddy 164,000 MT' 1986 b/ 1987 2% Increase basic a/ Technical Analysis
- 1989 3% cereal production for RDP.
1991 4% by 20% by 1995. b/ RAPTI Monitoring Plan.
1993 5%
NA 80% by 1995
21,000 HAs.
active local
management

by 1995
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ecz.ﬁﬂw TREND AND PROGRAM vmwmdwxaﬁm MATRIX
SECTOR: ARICULTURE
: BASELINE STATIE PERFORMANCE/ .
PROGRAM PERFORMANCE INDICATORS DATA PERIOD BENCHMARKS TARGET . COMMENT
c. Increased per capita . a/ $75 per capita 1979/80 b/ 1990 $90 per No basis at present a/ Rapti Baseline Study
incomes in RAPTI Zone. capita for longer—term Ly Rapti Basiline Study
. (In real terms) projections update (1990) will
. provide actual figqure
far 1989/90
3. Local resource mohilization and
user-group participation to help
provide adequate O&M and achieve
maximm production fram capital
investments. .
a. Increased water user 1% - 1985/86 1987/88 20% a/ 100% 1994/95 a/ Excludes major
cantribution to O&M in 198990 40% emergency or main
1991792 70% : system repair Costs.

- agency managed systems
.included under IMP
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CDUNPRY TREND AND PROGRAM PERFORMANCE MATRIX -
SECTOR: HEALTH AND FAMILY PLANNIIG

CDSS OBJECTIVES: To reduce child Boa.nmrnu. and severe morbidity
To meet Nepal's demographic and development needs by c mmE.:o demand for fertility limiting services.

QQUNTRY TREND INDICATORS BASELINE STATUS PERFORMANCE TRARGET CQOMMENT
- DATA ~ PERIOD BENCHMARKS

ARI mortality reduction activities : a/ FY 89 a/ to be reflected in
wnw.,m.»caxnnhgm:

integrated into services of all . : . .
major child health programs : {1990-95)

National Diarrheal Disease Control
{CDD) Secretariat constituted and
functioning. GON and donors reach
agreement on national COD objectives
and on mutual respongihilities

a/ FY 89 a/ See above

Full agreement among GON, UNICEF,WHO, a/ . . a/ See above

- and [BAID on Naticpal EPI Plan, and

mutual responsihilities

Eligible cohort coverage DPT IIT 42% FY p7 Fy 88 DPT I1II 42%

sustained for two consecutive years Polio III 40% First Year Polio III 40%
BOG 79% Coverage BEG 79%

Measles 50% ) Measles 508
T2 40% TT2 40%
FY 89 Initiate 10%

increase in
cochort coverage

Net population growth rate 2.66% FY 88 NA Less than 2% BN/2000 target
PROGRAM PERFORMANCE

INDICATORS

. Diarrhea-associated dehydration 45,000 deaths FY 87 a/ 20% reduction a/ Benctmarks to
deaths reduced among under 1992 be developed
age 5 . .

Agreement with National FY 88-90 NCP using mltiple vennes to
Camission on Population (NCP) for : RAPID/ IMPACT deepen awareness of population
renewed direct USAID assistance developed and dynamics, Ed.nnnpb:u of
for priority research, training, program demographic scenarios, and
Fopulation education, and policy . applied policy options for addressing
analysis. _ population concerns (FY 90)
Contraceptive prevalence Contxraceptive FY 86 . FY mm«mw Total Contraceptive prevalence

. Prevalence of . of 30% (FY 90)

15%
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COUNTRY TREND AND PROGRAM PERFORMANCE MATRIX e
SECIOR: EDUCATION AND HUMAN RESOWRCES
CDSS_OBJECTIVE: . Increase Literacy, Improve Primary Education, and Expand Pool of Skilled Manpower
. QOUNTRY TREND INDICATORS BASELINE STATIS PERFORMANCE/ :
. DATA PERIOD BENCHMARKS TARGET COMMENT
Literate adults, as % of total 2% 1951 1990 40% m\ 2000 65% m\ a/ IEES Education
population (female) 15% - 1970 . Sector Assessment
‘ 21% (12%) 1980 . b/ 7th Plan, ¢/ GON
32% (16%) (ESA) a/ 1986 . BN/2000 Target.
: Constrained by popula-
tion growth.
Primary school enrollment as % of 1% 1951 . 1990  g7% 3/ 2000 1008 &/ a/ BN/2000 Targets.
age group (female) 26% (8) 1970 1995 95% Constrained by low
. 69% (42) 1980 . quality and ineffi-
82% (50%) (ESA) 1985 ciency (50% dropout).
Primary school teachers qualified 21% (ESA) - 1986 a/ 2000 100% a/ Targets are under
and trained, as % of total teachers . GON review.
PROGRAM PERFORMANCE
INDICATORS
MOE access to accurate infarmation Education Sector 1987 1389: Education 1990 Management IEES (936~5853)
for policy reform and improved Assessment showed Sector Assessment Information, EHR Sector
v.._.E._EHG very limited and Program Policy Planning & = Assessment being
© planning capacity Budgeting used to  Program Budgeting finalized, and IEES
guide GON and © Systems fully 88-89 plans _H.mwwnma
Donor policy and inplemented Fehruary 1988. :
programs
Extension of literacy and ﬁOmnl 75 Districts with 1988 FY 89 w literacy BY FY 92, all 75 = PVO ~ Literacy Educ-
literacy programs and materials 328 literacy 75 districts district with__ % ation Project/World
. . FY 90 _ % literacy literacy achieved Education Inc. {(367-.
75 districts 0159) will assist in
. projecting literacy
- rate targets.
Radio Education Teacher Training RETT I began; . 1978 FY 89 SLC-pass = FY 90, radio Radio Education Teacher
Program for SIC pass primary RETT II under-SLC teacher training teacher training, Training II (367-0146).
school teachers implemented teacher programs 1984 1000 teachers capability dev'd., (9/89 PACD). Capacity
.RETT II SIC-pass . expanding to 1500 now institutionalized.
teacher programs 1988 : teachers per year, With limited TA could
: cost effective produce wide variety of

education prograpming.
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Agriculture Growth Model and Strategy

USAID/Hepal s Agricultural strategy revolves around a market led,
cash crop based and private sector driven sectoral growth model.-
It seeks to exploit opportunities in areas where the country has
comparative advantages in order to increase rural employment,
incomes and productivity. At the same time, it supports policies,
programs and activities required to sustain the productive
capacity of the country's fragile natural resource base. The
strategy provides a sharp, growth-oriented focus to the broad
concerns outlined in the CDSS and establishes a conceptual
framework within which scarce development resources can be
concentrated to achieve maximum sustainable benefits for rural
Nepalis and the economy.

The agricultural growth model posits that:

a. the major source of growth for Nepali agricultural
livestock and forestry products exists in the adjacent markets of
India, and secondarily in domestic - and third-country markets.

b. the sub-tropical and temperate growing conditions,
characterizing the hills of Nepal, provide the basis for expanded
production of higher-value, lower-volume cash commodities and
out-of-season fruits and vegetables for which a significant and
growing demand exists in India and other regional markets. The
impact of hill exports on farmer incomes and purchasing power
could be of several orders of magnitude.

c¢. food crop production in the hills is unlikely to keep pace
with hill area demand, but the lower-lying Tarai grain belt can
satisfy these needs, assuming that hill consumers have the income
to buy the food.

d. Tarai food and cash crops do not appear to enjoy a strong
long-term comparative advantage (based on agro-ecological or cost
factors) vis a vis the Indian market. Still, Tarai zones are
linked across the porous border with supply networks of adjacent
Indian market centers, and a regular, if not strong, demand for
Tarai food and cash crops will continue to support 31gn1f1cant
cross-border trade, at least in the medium term,

e. the articulation of domestic and Indian marketing systems
with hill production systems and consumption centers is
stimulating growth in strategic market towns along the Tarai and
lower hills. This generates off-farm employment {(e.g. product
cocllection, sorting, processing, packing, shipping) and stimulates
service activities (e.qg. finance, input sales, communications),
This "multiplier effect™ can over time, have a major impact on the

~ economy.



The strategy which emerges from the agricultural growth paradigm
outlined above sharpens the CDSS strategy by emphasizing:

- a market-led versus a production led approach.
- market opportunities in India as well as for import substitution

- income and employment generation more than national economic
integration and food production per se, '

- an expanded role for private sector participation at all levels
and less reliance on public interventions

- greater cash crop orientation to research, extension and
production activities.

- the emergence of the Tarai and lower hills as an agro-marketing
based growth corridor runnxng parallel to the long border with
India.

Portfolio Implications. Opportunities exist within the Rapti
Development Project, the Winrock OPG, and the Agriculture Research
and Production Project, to further test and refine the approach
suggested in the strategy.

- Rapti already has a production focus, specifically its vegetable
~and fruit crop production (cashcrop) component, livestock
development component, forestry component, and small business
promotion component. Given a stronger and clearly articulated
market emphasis, these can provide invaluable grassroots insights
into the factors {technical, institutional and policy) needed to
implement the cash crop "export® approach. Furthermore, the
explicit private sector role in fertilizer sales, seed production,
nursery establishments and enterprise development offer an
exceptional opportunity to understand and expand private sector
participation, Simultaneously, the factors influencing the movement
of foodcrops to hill consumers can be closely observed and
analyzed. The lessons and measurement of impact which Rapti will
provide, make it the centerpiece for moving the strategy forward.

To give Rapti a stronger market orientation, USAID will use the zone
as a focal point for carrying out field studies associated with its
analytical agenda. We will draw upon marketing and small enterprlse
" expertise within the project, supplemented by S&T project
assistance, to further develop and implemented the strategy within
the Rapti Zone.

- The second phase of the USAID, GTZ, Ford Foundation co-financed
"Winrock OPG will support local research into economic and natural
resources policy issues and related participant training. The



research agenda has been adjusted to more directly address USAID
interest in marketing issues and systems, as well as at related
natural resource management and land use implications,

- The mid-term evaluation of the Agricultural Research and
Production Project (ARPP), completed in January, 1988, recommended
reducing the number of activities, cutting back the production
component, and concentrating resources to help the newly created
national research system become operational., The project is
uniquely positioned to do this and help build the institutional base
needed to effectively do adaptive research throughout Nepal., 1In
addition, the private producer-seller seed program for expanding the
availability of improved seeds in hill areas has been judged to be
"effective, sustainable and replicable. Expansion of this activity
is consistent with and supportive of the strategy's private sector
marketing and productivity increasing elements, It also
demonstrates a private alternative to the subsidized government
approach for supplying inputs and services to hill areas.

~ The other projects in the ARD portfolio indirectly support the
strategy. In addition to access to improved technology {(seed,
fertilizer) irrigation is a critical input which if well managed can
be a major determinant of whether production and cropping decisions
respond to market opportunities, The Irrigation Management Project
is aimed at more efficient supply of water for agriculture. The
Institute of Agricultural and Animal Sciences Project assists the
country's only university level agricultural training program, as
does the Institute of Forestry Project in the natural resources
field. The proposed Forestry Development Project is a key component
in a2 broader GON and multidonor Forestry initiative, which will
increase community and private responsibility for, and benefits
from, forest management and utilization. It ties the concerns for
better management of critical resources to the interests of the
rural dwellers to improve and sustain their incomes and welfare.

The productivity of community forestry investments is the concern of
the Nepal Coppice Reforestation Project.

Through shifts in emphasis within the current portfolio, elements of
the strategy can be highlighted, tested and analyzed. Rapti
provides the most depth and breadth of opportunity to do this over
the next several years. The analytical agenda discussed below, and
the resources brought to bear on it, will allow for .a sharpening of
approaches for furthering the strategy through Rapti and other
existing activities. However, the pace and perceived commitment
with which USAID implements the strategy is contingent on ARDN
account funding levels. If held at the FY88 level, below $10
million, in future years we are clearly constrained in our ability
to carry the strategy foward.



The Analytic Agenda. The priority assumptions implicit in the new
focus on the agricultural strategy constitute the basis for a
significant analytical exercise., To date inquiries have been made
with an array of GON, public and private research and consulting
entities and other donors to a) obtain feedback on the validity of
the growth model and b) assess their past, present and future work
in areas related to the priority assumptions behind it.

In brief, the growth model was generally supported and deemed to be
innovative thinking. No fundamental issues were raised which would,
a priori, undermine the conceptual model. It strongly parallels the
approach simultaneously being conceptualized at ICIMOD. However,
there appears to be only scattered data and emplrlcal work available-
with which to adequately test some of the model's key assumptlons,
especially regarding the market structure and dynamics for moving
hill production into Indian markets.

The principal assumptions and sources of information {(existing or to
be generated) related to these are outlined in the chart on the
following page. The analytical agenda flows from the chart and
involves work to be done directly by the Mission and work done by
GON or others which the Mission will follow. The estimated
availability of results from various on-going or planned activities
are indicated in parentheses.

Assumption _ " Source

A, Transportation development - GON 7th Plan
will occur at a sufficient - Donor Group - Transport Sector
pace and scale to justify Profile (1989)

the agricultural paradigm - ADB - transport study
- Swiss - Trail Map of Nepal

B. GON can and will meet the
recurrent costs associated
with maintaining essential
services and infrastructure
or supplementary sources
can be found.

C. Food Production in the
Tarai can and will expand
to meet hill and urban
demand.

GON 7th Plan and 8th Plan
(1990 - 1995)

Structural Adijustment Program
Program Budgeting System

GON Annual Budgets
Beneficiary participation
(e.9. Irrigation Program)

GON Agricultural Annual
Hational Planning Commission
Inter and Intra Regional Flow
Study of Nepal (late 1988)
USAID/Winrock study of cross-
border trade {1988)

USAID study on foodcrop move-
ment in the Rapti Zone (1988)

USAID study on production trends
and indices of foodgrain produc-
tion in the Tarai (1988),.



D. Internal and external
markets for existing and
potential hill commodi-
ties (crops, livestock,
forest) can be economi-
cally accessed and will
absorb increasing amounts
of such products,

E. Market intermediation,
institution development
and investment will occur
through private initiatives
in strategic market towns.

F. Hill Parmers can profit~
ably grow and market cash
commodities, :

ADB Hill Fruit Crop Production
and. Marketing Project-analytical
studies and progress reports
Rapti vegetable and fruit crop
production program-analysis
and progress reports (1989),.
Horticulture Marketing Study
for Lumle Qutreach Area (1988)
USAID/Winrock survey of Demand
trends for Nepal Cash Crops in
Nepal, In India,; and Third
Countries (1989). _
ICIMOD Marketing Systems Study
for the Bagmati area (1989) '
USAID Market Systems Study . in
the Rapti 2Zone (1989).
USAID/Winrock Survey of Cross-
Border Trade (1988)

Small enterprise development
component of Rapti (ADB/N &
NCBA).

Performance of ADB/N small agro-
enterprise lending portfolio,
Ministry of lndustry licenses
for agro-enterprises

USAID survey of agro-enterprises
and entrepreneurs (1988).

USAID sponsored Workshop on
Agri-business in Nepal (1989)
USAID Forest Products Marketing
Study (1988).

Household Production Systems
Study in the Rapti Zone,

USAID study of vegetable seed
production and marketing

in Nepal (1988).

Private Seed Producer-Seller
Activity under ARPP (1989)
Rapti livestock and livestock
product production and
marketing :

study (1989).-

USAID medicinal plants and herbs
production and marketing survey
(1990)

ADB Hill Fruit Crop Production
and Marketing Project-analyses
and reports.



- USAID economic¢ studies on dairy
production. (1990)

G. The trade regime and - IBRD and IMF monitoring of the
relations with India performance of Nepal's export
will remain open and development and related macro-
favorable to HNepali economic management,
agricultural exports. - Monitoring of GON/GOI trade

treaty developments.

~ USAID/Winrock review of trade
policies and practices affecting
agro exports to India (1989).

USAID is in or expects to assume a lead role in analysis of
~marketing systems and food and cash crop movements, internal and
external demand trends for Nepalese cashcrops, and agro-enterprise
opportunities. As noted below, the Mission will draw on project and
PD&S and central resources to carry out the analytical agenda.

Field studies will be done directly through the Rapti Project and
the Winrock OPG. Other analytic work can be performed through local

contracts and S&T support projects {Ag. Marketing, Ag. Pol1cy, Small
Enterprise Development),

Rapti Funded:

- Food Crop Movement in the Rapti Zone (1989)
- Vegetable and Fruit Crop Production-reports and analyses

- Enterprise Development-progress reports and analyses

- Rapti livestock and livestock product production and
Marketing Study (1988)
- Marketing systems study in the Rapti Zone (1989)

‘wlnrock OPG Funded:

- Study of Cross-border Trade (1988)
- Survey of Demand Trends for Nepal Cash
Crops in Nepal, India and Third Countries (1989)
- Review of Trade Policies and Practices
Affecting Agro Exports to India (1989).

PD & S Funded:

- Production Trends and Indices of Foodgrain
Production in the Tarai (1988).

- Survey of Agro-Enterprises and Entrepreneurs (1988)

-~ Workshop on Agri-Business in Nepal (1989) _

- Vegetable Seed Produckion and Marketing in Hepal (1989)

- Medicinal Plants and Herbs Production and Marketing
Survey (1990)

- Economic Studies on Dairy Production (1990).

-
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In addition to directing this analytical program, the USAIC will
‘monitor various studies and reports prepared by the GON and other
donors, some of which have been identified in the preceeding chart.

To execute this ambitiocus agenda, the USAID will contract an
expatriate PSC with significant marketing experience who will
oversee, coordinate, and substantively guide the process for a
two-year period. Furthermore, a local firm will be contracted to
provide three Nepali professionals (Economist, Marketing Specialist,
Agro-Enterprise Specialist) on a full-time or part-time basis, plus
field survey staff and data processing support. '

Implications for the Policy Agenda: The current set of CDSS policy
objectives listed below remain valid for the more focused and
growth-oriented agricultural development approach. This reflects

the fact that the underlying strategic sectoral objectives remain
valid, i.e. '

- increased agricultural productivity and rural incomes through

better management of productive resources and stimulation of
private sector involvement in all sectors.

- increased agricultural production through strengthened:
adaptive research capability and performance.

~ CDSS Policy Priorities:

1. Increased reliance on market forces in the sale and distribution
of agricultural inputs and outputs.

2. Devolution of greater community and private participation in
forest resource management.

3. A rationalized institutional structure for more effective _
coordination and resource allocation for agricultural research.

4. Increased mobilization of local resources by user groups to
assure the operation and maintenance of capital investments.

- Significant headway is being made in all of the above. Our
continued participation in the dialogue (GON and Donor) and in
policy implementation through components of the existing portfolio
(Rapti fertilizer distribution, ARP research support and seeds
program, Irrigation Management and Forestry Development Projects in
community and private organization for forest and irrigation
management) remain important to the ultimate success of the reform
processes. These institutional and policy improvements clearly
support the revised strategy approach.



What may be added to the existing CDSS Policy Agenda are spec1f1c
steps in support of private agro- markptlng and processing enterprise
development. These could include pricing and foreign exchange
actions which stimulate export production and marketing, the
creation of export-related infrastructure, financial facilities,
standards, communications and information systems, and the
simplification of business and export licensing procedures.

However, the analytical exercise described earlier is needed in
order to clearly and accurately define the critical policy-level
decisions or performance gaps which hinder investment and growth
along the lines indicated in the revised sector paradigm. It is
premature and speculative to make 51gn1f1cant changes in the policy
‘agenda now. But, refinements will, in all likelihood, be
forthcoming as our understanding of the issues and opportunities are
sharpened through the analytical exercises. What further leverage
and resources we can bring to bear on such matters is also quite
uncertain at this time, :

Agriculture Program Performance. Major policy and donor dialogue
currently flows from many ARD project and program concerns and this
is increasing, The strongest vehicles for addressing policy issues
are the Rapti Project, the Agricultural Research and Production
Project (ARPP) the Irrigation Management Project (IMP}, the
co~-financed Winrock OPG, and the new Forestry Development Project,
now in design. These provide us with considerable field-level
and/or operational insight and credibility regarding policy and
institutional problems and opportunities affecting not only our
projects, but the sector. It is principally this experience and
knowledge, bolstered secondarily by the financial leverage of the
portfolio, which allows us to engage and interact in the policy
realm.

Recent monitoring of Mission contacts with other donors shows
several meetings each week. There has been a similar trend in our
dialogue with the GON, While implementation issues require
intensive attention and discussion, the amount of time regularly
directed at fundamental policy and institutional concerns is
increasing. The external mid-term evaluation of the ARPP Project
and the joint (GON, Contractor, USAID) internal review of IMP, plus
the discussions around the Forestry Development Project design
process, have focused and sustained the dialogue being undertaken on
key issues and policies., With the sharpening of functional roles
within the ARD Office, presented below, and the execution of the
analytical agenda, policy dialogue will be strengthened and
sustained,

Policy Dialogue with GON. Below is a short discussion of activities
and accomplishments within each priority policy area estabhlished in
the Policy Agenda Annex of the CDSS, _




a. Increased reliance on market forces in the sale and
distribution of agricultural inputs and outputs.

- Private seed producer/seller programs have been established
in four districts under ARPP and in five districts under Rapti.
Some (500) farmers are now engaged in this activity. The Ministry
of Agriculture has asked that this model be extended, and ARD's
chief FSN Agronomist has accepted a position with the ODA supported
research station in eastern Nepal to expand the program in that
region. By 1989, more than 4000 metric tons of privately produced
vegetable and grain seed will be available to farmers {(versus 2000
m/t in 1985).

- . Until now the public sector virtually monopolized
distribution and sale of highly subsidized fertilizer under a
controlled, uniform price regime., The Rapti private fertilizer
dealership pilot program received GON approval in November 1987, and
50 private dealers will be established in FY 88. (Interestingly,
the 10% dealer margin negotiated by the USAID, exceeds the 2% margin
negotiated by the World Bank under SAL I.) Some 1,000 new dealers
have been licensed country-wide since the government liberalized the
rules for private sector participation, Intensified multi-donor
.dialogue will continue through 1989 guided by the results of this
year's experience.

- 1In Raptl, 19 private fruit tree nurseries have been
establlshed since 1986 and more small private nurseries are planned
for 1989, This is a complete departure from prior policy which has
kept nurseries in the public domain. _

- The Dairy Development Corporation has agreed to raise the
purchase price for whole milk and the selling price to consumers
under the terms of the transfer agreement for the importation of
U.S. donated powdered milk and butter oil. The program will
stimulate supply from 20,000 small farmers, allow the DDC to reach
its break-even point, and narrow the sizeable gap between demand and
supply. Proceeds from the sales will be combined with proceeds from
commodities donated by WFP, and reinvested to increase the
productivity of small farmer milk animals and the milk collection
system. This is a test case on whether the GON will actually meet
its commitments on privatization and reform of pricing policies.
‘Depending on the success of this initial effort, USAID may extend
the program and/or work closely with the World Food Program to
strengthen and expand the capacity and the role of small producers
within the dairy industry (1988-1989).

- USAID's Forest Products Marketing Study, now underway, is
an essential step to open opportunities for private operators and
reduce the role of public corporations in this area (1989).
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- Research on fertilizer pricing conducted under the Winrock
OPG has served to focus donor attention on pricing policy. Even
though USAID does not import fertilizer, our role in liberalizing
private dealerships in Rapti and our sponsorship of the Winrock
price study have resulted in the USAID's chairing of a donor
fertilizer group. The recent meeting of this group included
representatives from the VWorld Bank, IMF, UNDP, and the
three main bilateral suppliers - West Germany, Canada and Japan,
Strong interest exists in rev1ew1ng the terms and conditions under
which fertilizer assistance is provided and to seek more
coordination and complementarity among donor programs, especially in
pricing and distribution matters.

b. Devolution of greater community control andAp;ivate
participation in forest resource management

- USAID's support to research via the Winrock OPG, the
Forestry Private Sector Study and our contributions to a major
forestry concept paper and national workshop, have been instrumental
in establishing the government's forestry agenda. Based on this,
King Birendra recently pronounced that individuals are now free to
harvest and utilize trees on their own land and to transport and
market forest products. This is a reversal of one of the most
detrimental of policies under which the government controlled the
forests, forest prcducts and revenues, dampenlng local interest and
preventing proper management of forests.

- A shift in approach has expanded community management and
control under the Resource Conservation and Utilization Project.
This field experience will be evaluated in May, 1988, and the
results used to reinforce the growing perception of the importance
of community involvement in forest projects.

- - Forestry related conditionality included in the Structural
Adjustment Loan (SAL 1) was drawn from USAID's Forestry Private
Sector Study recommendations regarding private ownership and use of
forests., This condition has now been addressed by the GON. During
1988 and 1989 USAID, in collaboration with World Bank, will continue
to press for full adoption and implementation of all of the forestry
related measures, using the second tranche of SAL I, the approval of
the new Forestry Development Project, and p0551b1y SAL II as
leverage.

- . USAID, with other donors, will push to have @0N endorsement in
FY 88 of the jointly prepared Forestry Master Plan and of the
policy/program reorientation proposed therein.

: - Rapti now supports community forestry in 80 localities and
has planted 2,500 hectares of forests under panchayat control.
Private forestry activities have been started in B panchayats.
These test and refine policy implementation at the community level



- 11 -

and thus improve the quality of our contribution to dialdgue at the
national level,

- The Rapti Agro-forestry Program will be a major attempt to
use national forest lands to produce forest products for local
needs, under local management, and the first to retain the revenues
for program expansion., Careful monitoring and analysis of this
activity will facilitate discussion with the GON regarding wider
adoption of this model in land-scarce areas.

c. Rationalized institutional structure for more effective
coordination and resource allocation for agricultural research.

- During FYs 87 and 88 the GON, with ARPP support, formally
integrated research activities under a unified research structure
and administrative arrangement (NARSC). ARPP resources will be
concentrated to make the new system operational and effective.
USAID's project interests paralleled and were reflected in the World
Bank's SAL I conditionality requiring the consolidation of the
research system. (Essential support and progress monitoring is to be
provided by ARPP}. Operational requirements (e.g. staffing, budget)
and provision for more auvtonomy may be incorporated into SAL II
conditionality.

- ARPP has strengthened and institutionalized farming systems
research within NARSC. With completion of research station
inventories and development plans, ARPP will be in a position to
encourage the GON to shed excess, redundant or unproductive '
facilities, establish effective interdisciplinary outreach programs
" at research stations, and set he stage other donor assistance for
these programs,

—~ ARPP will advocate formation of an autonomous research
council during the next Five Year Plan period, and broadening
systems research to cover additional crops (fruits, vegetables, and
other cash crops.).

d. Local resource mobilization and user group part1cgpat10n
to help provide adeguate O&M and achieve max1mum4product1on from
capital investments,

- In FY 87 IMP financed a benchmark study on resource
mobilization in government managed irrigation systems which has a)
provided the framework for management strategies joining the public
sector with user-groups, which are now being field tested and b)
contributed to the Ministry of Finance's decision to increase 0O&M
budgets for large-scale -systems by 15%., A more extensive study on
both Government and farmer managed systems will refine approaches
for motivating more user participation in O&M (FY 89).
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- USAID support has led to draft legislation which formalizes
water user group participation. Ratification is expected this
Year. Should this be delayed, the World Bank would consider
including it as conditionality under SAL II.

- The Rapti Project, working through CARE and the HNepal
Agriculture Development Bank, is introducing, in FY 88-90, a
farmer-based, small-scale irrigation development model which does
not involve a government irrigation agency. All O&M costs, as well
as investment costs, are borne by the beneficiaries.

- EBEarly successes in mobilizing farmers to support O&M achieved
in IMP field sites, have drawn GON attention to participatory
approaches. This is being reinforced by the major donors (IBRD and
ADB) who are setting farmer involvement as a pre-condition for
irrigation sector loans being designed in 1988,

Donor Dialogue

A high degree of donor dialogue and coordinated action is evident in
the previous section on Policy Dialogue. The most conspicuous
interaction has been in the forestry and irrigation areas bhut close
cooperation with other donors is a regular feature of our work in
all areas.

- In Forestry, USAID made major inputs into the conditionality
under the SAL I, most notably that pertaining to private ownership
and utilization of trees on private lands. USAID collaborated with
UNDP in the benchmark Concept Paper which suggests the next _
generation of Forestry programs; with ADB, Finnida, UNDP, ODA, IBRD
and FAO in the Forestry Master Plan which sets the framework for
forestry sector development; and with UNDP/FAO and IBRD in design of
a forestry implementation program which includes the USAID Forestry
Development Project.

- One of the most encouraging and productive achievements is the
increasingly close interaction in irrigation between USAID and UNDP
and the major external funding agencies, namely the IBRD and the
ADB, Both Banks now seek more beneficiary involvement in system
operat1ons and management as conditions for sector lending. They
view IMP's in work in water user organization, training, research
and monitoring as critical. (Discussions are now underway with IBRD
to directly involve IMP water user organisers in their next project,
perhaps in exchange for IBRD funding for some of the construction
elements in the USAID project.)

- A major GON/Donor meeting on irrigation is scheduled for late
February 1988, in which the mutual concerns of the donors will be
thoroughly discussed with the GON, Later in the year, IMP is
- sponsoring a national workshop on farmer participation in agency
managed systems and strategies for agency and donor assistance to
farmer-manageqd systems,
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- Consideration is being given to inclusion in SAL II of
conditionability requiring passage of the water user legislation
developed with IMP support.

- The IBRD, in particular, is following the reorganization of
agricultural research supported by USAID with a view to lending for
research once the new research organization is fully operational.

- The Rapti program for private dealership in fertilizer and the
analysis of fertilizer pricing under the co-financed Winrock OPG has
provided USAID with a highly visible role among donors. There is
great promise, through united donor initiative, of altering policies

and improving access to and optimal use of this key agricultural
input. '

- Based on fieldwork done by the TAAS and IIMI, USAID raised
strong objections to the ADB's proposed East Rapti Irrigation
Project, The U.S. bhoard representative, along with the Australians;
voted against the Project. Changes in essential elements of the
Project have been accepted in principle by the ADB and GON.

~ In FY 87 USAID and the World Food Program (WFP) have
developed a Food For Work road building activity in Rapti which
holds promise as a model for GON Donor-WFP collaboration elsewhere
in the country. It incorporates professional and technical
‘resources, the absence of which has been a critical failing in many
FFW programs to date. '

Portfolio Highlights Vis a Vis CDSS Objectives

The following is a summary account of recent and planned major
portfolio accomplishments in agriculture with reference to the
objectives stipulated last year in the CDSS.

1.- Sub-Objective: Strengthen Adaptive Research Qgpability and

Performance

Benchmarks (1988 - 89) Accomplishments (1987 - 89)
Bstablishment of Research - HMG has formally approved the RCC
Coordination Committee (RCC) and NARSC institutional arrange-
Secretariat and National : ment. ARPP evaluation has

Ag. Research Service Center recommended concentrating project
(NARSC) to plan and manage resources to make RCC/NARSC opera-
research; operational and tional. Operational development
development plans for unified plans will be completed in 1988,

research network completed.



Irrigation Management Center

{IMC) established with demon-~
strated capability to complete

its socio-economic research

agenda for baseline and rapld

appraisal studies.

Complete research on
user~based 0O&M options for

government-irrigation systems.

Farming Systems Research
programs are active at 4
mid-hill sites and one high
hill site,.

Mid-term evaluation of ARPP,
or special study, to assess
and recommend the proper
balance in USAID support for
research on basic foodcrops
and other cashcrops.
Revision of ARPP if
warranted,

OPG for policy research
designed and initiated,
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- By 1989 appropriate staffing of

RCC/NARSC to be completed, a
consolidated budgetary system
implemented, and a research
outreach program defined and
initiated,

IMC was given budgetary and admin-
strative authority by the DOI.
Joint internal review of IMC

was completed and recommendations
regarding staff development,
research agenda and c¢ollaborative
arrandements with outside support
institutions are to be agreed upon
and implemented in 1988, Research
agenda will be fully 1mplemented
in 1989.

Barker/Lohani study completed in.
1987 and a broader survey to be
completed in 1989, Water user
legislation drafted and field
tested in 1988 and approved in
1989,

Farming syétems sites established
in 1987, Farming Systems Research

Division staffed by 1988 and

integrated into the Research
Outreach Program by 1989,

Mid-term evaluation of ARPP
completed and recommendations for
greater project focus on research
and expanding research mandate
negotiated and implemented in
1988, Research requirements for
cashcrop production analyzed in
context of analytical agenda
results (1989),

Second phase of policy research
OPG (Winrock) approved by USAID in
1988, Marketing prospects for
Hill cashcrops, and Tarai
foodgrains, analyzed in 1989,
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2-3 coppice reforestation - First site operational in
research nursery andg - 1987, second and third in 1988.
demonstration sites

established.

- F/FRED Agreement signed with .= - Agreements signed in '87-'88 and
Institute of Forestry (IOF) 6 Nepali researchers presented
Institute of Ag. and Animal papers at F/FRED-IDRC-FAO Work-
Science (IAAS)and Dept. of shop on multipurpose trees for
Forest/Forest Survey Research small farm use., IOF, IAAS, and
Office {FSRD) and Nepali FSR participated in regional
researchers participate meetings, Nepal to host two
in regional forestry regional meetings (88) and to
research activities, engage in workshops/interchange

with South and S.E. Asia
colleagues.
Various Nepali entities and - Forest Products Marketing study
researchers are developing completed (1988) and others
a coherent body of know- initiated with support from RAPTI

- ledge regarding marketing Winrock, USAID and ICIMOD.
constraints and opportunities Analysis and comparison of
for Nepali agricultural, findings point to major marketing
livestock and forest products. policy, institutional and support

issues.

2. Sub-Objective: Establish Capacity for Local Technjcal

Tralning
Benchmarks (1988-89) Accomplishments (1987-89)
IMC delivering annual training - IMC training objectives focused
programs for GON officials and staff training underway '
and farmers. (1988). Training of GON officials

and, as appropriate, farmers,
underway in 1989 with collaborating
agencies assisting.

IAAS graduating at least 80 ~ IAAS graduates 70 B.Sc. and 200

B.Sc. agriculturists and 300 extensionists in 1988 and

extension agents per year.: 80 B.Sc. and 250 extensionists in
1989.

- IAAS training is adjusted to
reflect the ADB Manpower Needs
Assessment (1989).

IOF curriculum, and research - IOF Pokhara program is operational,
program operational and _ faculty and research evaluation/
responsive to manpower selection procedures are approved,
priorities developed in . pilot research grants funded by
Forestry Master Plan. USAID and Winrock are being -

conducted.
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- IOF training is adjusted to
reflect Forestry Master Plan
priorities (1989).

3. Sub-Objective: Expand Utilization of Production
Increasing Technologies and Improve Practices for
Management of Productive Resources

Benchmarks (1988-89) Accomplishments {(1987-89)

Test private retail distri- -~ Scheme for private fertilizer
bution system for fertilizer dealership in RAPTI approved by
and viability of private HMG. 50 private dealers licensed
seedling nurseries. (1988). 2000 Small Farmer

Development Program participants
receive timely fertilizer delivery
{1989).

- 5 private nurseries established in
1988 and a total of operating in
(1989).

- Government liberalizes private
fertilizer dealership licensing,
pricing and margin restrictions

(1988).
Demonstrate viability of - private producer-sellers operat-
the private farmer-to-farmer ing in four districts (1988},
system for production of Program extended to % other
improved seeds in the hills, districts in 1989.

~ Special evaluation performed
indicating costs, benefits and
refinements to this approach for
farmers, HMG and other donors

(1988).
Water User Groups are - 15 water-user groups have been
established at selected sites formed and federated on 1,500 ha.
and contribute a major share fieldsite, contributing
of annual O&M support require- approximately 60% of O&M costs
ments. and 30% of structural improvements,

Similar results are achieved in
two new fieldsites (1989}).

- Water user associations recejve
legal status (1988).

Locally planned agriculture - Pilot extension programs are
and forestry pilot extension operating and being strengthened



programs are operating in 8
districts under RDP and ARPP.

Forest user groups established -
and the transfer of authority

" to local communities

accelerating.

in 400 sites in 5 RAPTI districts.
ARPP resources are being re-
focused to strengthen research
rather than extension.

SAL conditionality requires legal
status for Forest User Groups and
local retention of revenues, and
the praft Management Plan

calls for accelerated pace and
scale in the handover of forests
to Panchayats and user-groups.

His Majesty recently issued

directives allowing trees on

4., Sub-Objective: Support

private lands to be harvested and
marketed without Forestry
Department permits (1988).

Formal HMG approval for the Master
Plan and recommendations calling
for user group formation and
transfer of forest lands to local
communities (1988}.

Activities aimed at maintaining

biological diversity.

Intefvention: Assi
Conservation Strate
activities falling

Benchmark (1988-89) ' Ac

st the preparatioh of a National
gy and funding of selected
under it. '

complishment (1987-89)

National Conservation -
Strategy developed and

approved, providing a coherent,
operational framework through -
which key environmental

‘priorities can be met,

Completion of USAID Biological
Diversity Strategy (1987).

Draft NCS prepared and submitted
to HMG for formal cabinet approval
(with ST/FENR funding and Mission
staff assistance( (1987); Proposals
from PVOs for implementation for
NCS activities reviewed and
approved (1988-89).

Collaboration with World Bank/ODA
to ensure a major environmental
study they are initiating is
complementary to NCS (1988),



HFP Studies Underwav/Proposed

ANNEX C

Subject Study Objective Status
1. PBealth Care Financing Cost to review and update information available on completed.
Recovery Schemes Study for existing health care financing schemes in
Nepal Nepal; to provide recommendations and possible
strategies for providing RBFP services through
various cost recovery schemes.
2. PBHW Effectiveness to assess PBHW effectiveness, recruitment and underway by JSI/Interface;
Survev/Study hiring procedures, service coverade and estimated date of completion
supervision; to assess the extent of utilization is September 1987.
of women as PBHWs and make recommendations for
increasing the use of females as FP/MCH
promoters. )
3. &assessment of Tamporary to determine accurate continuation rates and J51/under negotiation with
Family Planning Methad reasons for discontinuation for pills, IUDs and New ERA; draft report
Continuation Rates injectables in Nepal in order to improve and completed.
expand the delivery of temporary methods in
Nepal.
4. Assessment of the Role of to provide a current assessment of the role of completed.
the Private Sector in the private sector in providing F.P. services
Family Planning in Nepal in Nepal; to develop recommendations and
strategies for increasing the private sector
role in the provision of F.P. services.
5. IUD Acceptability Study to review status and acceptability of the IUD under discussion with ORC;

in Nepal; to develop recommendations and
strategies for increasing its use.

estimated completion

Pebruary 1988.
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Subject

Study Objective

Status

12,

Hui

14.

15.

16.

17.

18.

Assessment of Use of CRS
Contraceptives-

ORT Container Study

Rural xnﬂwonhsa.on ORS
and Contraceptives by CRS

Construction end-use
assessment

Study on unmet need for
family planning

Socio~economic and
Programmatic Determinants
of Contraceptive Use in
Nepal

Nepal Fertility and Family
Planning Survey

to document the current use of CRS contra-

~ceptives in areas where they are available.

to document the types of mixing containers
generally available in Nepali households as
a basis for determining the most desirable
packet size for package ORS.

to assess rural perceptions of ORT, diarrheal
disease, and temporary contraception as a

basis for expanding CRS sales of ORS and
contraceptives in rural areas.

to assess the extent to which 0l35-funded
construction is being properly staffed, stocked
and utilized. : ‘

to identify factors related to the non-use of
contraception among women identified as
having an unmet need for family planning.

to identify those factors related to the
current levels of contraceptive use in Nepal
based on a further analysis of UNFPA/HMG's
National Pertility and Family Planning Survey
of 1986.

to obtain current information on fertility

‘levels and patterns, and the extent of

contraceptive use and knowledge in Nepal.

Draft report completed.

CRS and a Local Consultant
with JSI assistance.
October 1987.

CRS and JSI.
Ongoirg.

to ba carried out by HFP and
PDIS/ENGR by January 1988.

S&T/POP (DHS) funded;
estimatad date of completion

‘is December 87, -

under discussion with John
Stoeckel of Population

Council, Bangkok for central

funding through the DHS
Project in 1987.

survey carried out by FPP/MCH
and UNPPA in sarly 1986;
completed.

P
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Subject

Study Objective

Status

19.

20.

21.

22.

23.

Epidemioleogic Review of
Data on Primary Health
Problems in Nepal

Barriers to Effective F.P.
in Nepal

Reproductive Decision-making
in Nepal from the User's and
Nonuser's perspective

External Assessment of
Malaria Control Program
of Nepal

Review of PP/MCH Pinancial
Systam .

to review available epidemiologic data on
priority health problems of Nepal; to -
summarize data in terms of specific diseases/
conditions.

to atudy fertility, contraceptive use,
reproductive decision making and utilization
of F.P. service c¢linics in the Kathmandu )
Valley. .

to identify determinants of contraceptive
use in Kathmandu.

to study the overall awwmhww situation
during 1984 and 1985 by evaluating the
antimalaria activities being carried out

and to recommend any change if necessary for

improvement; to study the continued rising trend

of malaria incidence as well as the
exacerbation and spread of P.falciparum

and to recommend measures to contain further
rise and spread of P.falciparum infection; to
review the existing workplan of entomological
activities and give suggestions for further
improvement; and to study the adequacy of
financial and administrative support provided
by HMG and donor agencies for the Seventh
Plan period.

to assess current FP/MCH financial accounting

and reporting system and design an upgraded
system.

completed by z»mvownu
Wright upder JSI Contract,
February 1986.

carried out in 1982 by Sidnay
Schuler, et.al. undar the JSI-

Contract. 3

Sidney Schuler and Melvvyn
Goldstein with Populatian
Council funding, 1982.

carried out in March 1986 by
HMG/WRO/USAID/CDA (U.K.)
assessmant team.

carried out by Ernest Petrich
in August/September 1986
through the Centrally Punded
REACH Project.
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Subject

Study Objective

Status

24.

25.

26.

217.

28.

29.

Review of MOH's Health
Planning Division's (HPD)
Central Health Information
Systems .

Review of ﬂro MOH Personnel
Management System

Health and Utilization of
Health Services/Facilities

Review of the delivery of

Health Services for

Improving Integrated
Services in FP and MCH

TBA >uno-u!l=ﬂ

Socio~anthropologic
Study of Diarrhea

to assess and advise on health information
needs, information system approaches {including
child survival monitoring}, data processing and
technical assistance needs within the MOH's
HPD. _

.nm assess the potential application of perscnnel

management technology within the MOH, options
available, related training and onmmzuuun»bznw
changes necessary to keep an improved system
functioning; to assess the nature and level of
commitment required of the MOH tao effectively
promote and take full advantage of potential
management efficiencies. )

to carry out a n:Onmummmn survey in 4 districts
to assess maternal and child morbidity and
mortality and health service utilization.

review of current status of the integrated
health delivery system, identification of

problems and recommendations for improving the

quality of service delivery; development of a
Plan of Action for integrating health service

delivery.

to atudy the extent 0m use of TBAs in Nepal
and to assess the Favnnn of training on their
effectivenesns.

to determine beliefs and treatment vnunnhno.
regarding diarrhea in Nepal.

carried out by Ernest Petrich
in October 1986 through the
JSI Contract.

carried out by Peter Shipp
in January 1986 through the
centrally funded PRITECH
Project.

carried out by IDS in 1983
in Surkhet, Rupandehi,
Kathmandu and Kavre through
PD&S funding. .

carried out by an HMG Task
Force and funded by UNFPA
and USAID in 1985.

September 1987.

completed.
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Subject

Study Objective

Status

30

il.

32.

33.

34.

uu.

J6.

Child Survival
Pharmaceuticals Requirements

Far West Malaria mv»noahn
Haeannwannnoa

:npnnwn.aunkuhaa Needs

Survey of Six Fully
Integrated Districts

Norplant subdermal long-
acting, reversible,
contraceptive trial -
Phase I

Norplant subdermal long-
acting, revarsiblae,
contraceptive trial -
Phase II

Acute Respiratory Infection
Control Project

to determine requirements, demand, availability
and utilization of pharmaceuticals for C5, and
to suggest aystems improvements.

to assess status, causes, and actions related
to major malaria epidemic in Far West.

to determine training system requirements to
meet NMEQO and ICHSDP's needs over medium
term.

status, organization and
integrated health service
2elivery, degree of coordination and
decentralizacion and the extent of community
involvement in the six fully hanoonwnnm
districts of Nepal.

to assess nhealth
effectiveness of

to test feasibility in Nepal to use this
contraceptive method - first stage testing

on small populations in Kathmandu <ﬂwwo< through
PP/MCH mnouann and FPAN.

‘second stage testing in several sites; small

groups of clients around Nepal. Through FP/MCH

Project.

to determine if an ARI control program can
reduce child mortality in a large, remote,
high=hill population (Jumla).

underway by MSH and New Era
contractoxs. .

completed by HFP staff, NMEO
and with assistance of AID/W
funded VBC Project.

awaiting AID/W confirmation
of dates and peoplea.

carried out by WHO and EMG in
early 1986.

FHI via AID/W funding.
PP/MCE study progressing well;
FPAN progressing poorly.

FPHI via AID/W funding. Begun
sarly 1987 in three sites.
FPAN dropped duas to poor
parformance in Phase I.

Nepal Red Cross, Mrigendra
Medical Trust, and JSI.
One full yesar of fieldwork

completed. .
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Subject

Study Objective

Status

7.

38.

Ccpper IUD continuation
study

Factors Responsible for
Persistent Tranamission
of Malaria in Sindhuli
District

to compare continuation rates and factors for
Copper T -~ 200 vs. Copper T - 380 among
Maternity Hospital clients.

Why malaria persists despite effective standard
control program; investigation of factors in
transmission.

FHI via AID/W funding.
Zxpected start-up Decercer

1987.

YBC via AID/W funds;
implemented by NMEO.

Underway.

Doc. § HPFC 1212B

‘Pebruary 18, 1988




