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PROJECT AUTHORIZATION 

Name of Country : Nepal 

Name of Project : Forestry Development Project 

Number of Project : 367-0158 

Pursuant to Section 103 of the Foreign Assistance Act of 1961, 
as amended (the FAA), I hereby authorize the Forestry 
Development Project for Nepal (the Cooperating Country) 
involving planned obligations not to exceed eight million U .  S. 
Dollars ($8,000,000) in grant funds over a five year period 
from the date of authorization, subject to the availability of 
funds in accordance with the A.I.D. OYB/allotment process, to 
help in financing foreign exchange and local currency costs 
for the Project. The planned life of the project is six years 
from the date of initial obligation. 

The Project will assist the Cooperating Country to increase 
the productivity and sustainability of forest production 
systems, by strengthening the Cooperating Country's 
institutional and financial capacity to implement programs 
described in the Forestry Sector Master Plan and by increasing 
nationwide usage of improved stove models. Budget support for 
implementation of the Forestry Sector Master Plan will be 
provided through local currency generated through kerosene 
imports financed under the Project. 

The Project Aqreement(s) which may be negotiated and executed 
by the officer(s) to whom such authority is delegated in 
accordance with A.I.D. regulations and Delegations of 
Authority shall be subject to the following essential terms, 
covenants and major conditions, together wlth such other terms 
and conditions as A.I.D. may deem appropriate. 

A. Source and Origin of Commodities, Nationality of Services 

Except as A.T.D. may otherwise agree in writing: 

i. Commodities financed by A.I.D. under the praject 
shall have their source and origin in countries 
included in A.I.D. Geographic Code 941 and the 
Cooperating Country, with the exception of kerosene; 

ii. Suppliers of commodities or services, except for 
ocean shipping, shall h e v e  thiir place of 
nationality in countries included in A.I.D. 
Geographic Code 941 and the Cooperating Country; 
and, 



iii. Ocean shipping financed by A.I.D. under the project 
shall be financed only on flag vessels of countries 
included in A.I.D. Geographic Code 941 and the 
Cooperating Country, rnless a separate waiver is 
obtained. 

B. Conditions Precedent to Disbursement 

i. First Disbursement: Prior to the first . 
disbursement under the Grant, or to the issuance by 
A.I.D..of documentation pursuant to which 
disbursement will be made, the Cooperating Country , 
will, except as the Parties may otherwise agree in 
writing, furnish to A.I.D. in form and substance 

(a) a statement of the name(s) of the person(s1 
authorized to represent the cooperating 
Country, together with a specimen signature of 
each person specified; and 

( b )  a solicitation document for the procurement of 
kerosene by the Grantee which complies with 
applicable A.I.D. requirements. 

ii. Additional Disbursements: Prior to any 
disbursement or to the issuance of documentation 
pursuant to which disbursement will be made for 
purposes other than kerosene  import^, the 
Cooperating Country will, except as the Parties may 
otherwise agree in writing, furnish to A.I.D. in 
form and substance satisfactory to A.I.D., 
documentary evidence that the Chief Planning 
Officer, heading the Planning ~ivision of the 
Ministry of Forests and Soil Conservation, has been 
designated Project Director. 

C. Covenant 

Except as the Parties may otherwise agree in writing: 

i. The Grantee shall establish a Special Account in a 
bank mutually agreed upon by the Parties and shall, 
not later than four (4) months from the date of 
delivery to the Grantee of kerosene financed a 

hereunder, deposit in such sccount, local currency 
equivalent of U.S. $ 3,000,000 (U.S. dollars three 
million). 



ii. The Grantee shall propose to A.I.D. on a trimester 
basis dllocation and disbursement of Special 
Account funds as budget support for implementation 
of the Master Forestry Plan. Priority will be 
given to programs that promote private sector 
involvement in forestry. Disbursements shall be 
a g r e e d  upon on the basis of progress in policy 
impiementation. 

D. Waivers I 

i. The requirement in Section 110 of the FAA that the 
Cooperating Country provide assurances that it will 
furnish at least 25 percent of total project costs 
was waived by the Assistant Administrator for the 
Asia/Near East Bureau on June 30, 1989, per 89 
STATE 227378, paragraph 7. 

ii. Procurement of kerosene can be made from countries 
in Geographic Code 899, as approved by the Acting 
Director on September 8, 1989, justified as per 
HBlB, CH 5, Section 8.4.a. (1) and in keeping with 
Delegation of Authority 652 (9/1/86). 

signatureu: , a 
William Stacy Rhddes 

& 
Acting Director 



I .  EXECUTIVE SUMMARY ------- 

H i e  M n j ~ e t y l e  Government of  N e p a l  (HMG), s u p p o r t e d  by 
t>ot~h m u l t . i l a t e r a 1  and  b i l a t e r a l  d o n o r s ,  h a s  embarked upon a  new, 
l o n g - t e r m  program t o  p r o t e c t ,  d e v e l o p ,  manage and e x p l o i t  N e p a l ' s  
f o r e s t  r e s o u r c e s .  T h i s  p rogram h a s  b e e n  o u t l i n e d  i n  t h e  r e c e n t l y  
a p p r o v e d  M a s t e r  P l a n  f o r  t h e  F o r e s t r y  S e c t o r  ( h e r e a f t e r  r e f e r r e d  
t o  a s  M a s t e r  P l a n ) .  The M a s t e r  P l a n  m a r k s  a n  i m p o r t a n t  t u r n i n g  
p o i n t  i n  t h e  a p p r o a c h  t o w a r d s  t h i s  s e c t o r  s o  v i t a l  t o  N e p a l ' s  
l o n g - t e r m  s o c i o - e c o n o m i c  d e v e l o p m e n t .  The P l a n  r e p r e s e n t s  t h e  
l l t e s t l t  i n  t e r m s  o f  d o n o r  and  h o s t - c o u n t r y  c o o p e r a t i o n  and  
c o o r d i n a t i o n ,  a n d  p r o v i d e s  t h e  f r amework  f o r  a l l  f o r e s t r y  
a s s i s t a n c e  t o  N e p a l  o v e r  t h e  n e x t  s e v e r a l  d e c a d e s ,  i n c l u d i n g  
USAID1s F o r e s t r y  Devzlopment  P r o j e c t .  

A ,  p r o j e c t  C o n t e x t  

B e f o r e  1950 ,  t h o s e  p e o p l e  l i v i n g  a d j a c e n t  t o  f o r e s t s  u s e d  
them t o  f u l f i l l  t h e i r  need f o r  f u e l w o o d ,  t i m b e r  ( f o r  c o n s t r u ~ t i o n  
and p o l e s ) ,  f o d d e r  and o t h e r  f o r e s t  p r o d u c t s .  F o l l o w i n g  
r e s t o r a t , i o n  of t h e  monarchy i n  1 9 5 1 ,  i t  was d e t e r m i n e d  t h a t  
 forest.^ w e r e  a n  i m p o r t a n t  p a r t  o f  t h e  n a t i o n a l  w e a l t h  and  t h a t  i t  
w n q  n e c e s s a r y  t o  n a t i o n a l i z e  them i n  o r d e r  t o  p r o t e c t ,  manage,  and 
u t i l . i z e  f o r e s t s  i n  a  manner t h a t  would  n o t  l e a d  t o  d e p l e t i o n .  I n  
mony a r e a s ,  r e m a i n i n g  f o r e s t  l a n d s  became common p r o p e r t y  
resni . l rces  b e c a u s e  HMG had n e i p h e r  t h e  f u n d s ,  nor  p e r s o n n e l ,  n o r  
t ~ c h n i c g l  c a p a c i t y  t o  e f f e c t i v e l y  p r o t e c t  and manage t h e  v a s t  
a c e a s  of  s o - c a l l e d  n a t i o n a l  f o r e s t .  

T h e  c i c c e l c r a t e d  d e c l i n e  of f o r e s t s  i n  t h e  d e c a d e s  
€ o l l o w i . n g  n a t i o n a l i z a t i o n  l e d  MMG t o  d e v e l o p  a  N a t i o n a l  F o r e s t - r y  
P l a n  i n  1 9 7 6 .  I t s  o b j e c t i v e s  w e r e  r e s t o r a t i o n  of  t h e  n a t u r a l  
b c l a n c e ,  economic  m o b i l i z a t i o n .  p r a c t i c e  of  s c i e n t i f i c  management ,  
d c v ~ l o p m c n ~  of t e c h n o l o g y  and p r o m o t i o n  of  p u b l i c  c o o p e r a t i o n .  By 
t .hc  e a r l y  1 9 0 0 ' s .  t h e r e  was a  g r o w i n g  c o n s e n s u s  t h a t  t h e  N a t i o n a l  
Yor (? : i t ry  P l a n  a n d ,  s p e c i f i c a l l y ,  t h e  community f o r e s t r y  p rogram 
w e r e  n o t  b e i n g  implemented  a s  e f f e c t i v e l y  a s  t h e y  m i g h t  b e ,  and 
t.hat. t h e  d i r e  s t a t e  of t h e  f o r e s t s  s e r i o u s l y  j e o p a r d i z e d  t h e  
n a t i o n ' s  f u t u r e .  

Af t .e r  t h r e e  y e a r s  of  i n t e n s i v e  work ,  t h e  M a s t e r  P l a n  
e x e r c i s e  a c c l i m u l a t e d  a l l  a v a i l a b l e  d a t a  on  t h e  f o r e s t r y  s e c t o r  and  
c a r e f u l l y  a n a l y z e d  b o t h  t h e  d a t a  and d e v e l o p m e n t  e x p e r i e n c e  of  t h e  
p a s t  s e v c r d l  d e c a d e s .  A s  a  r e s u l t ,  t h e r e  i s  now a  s u p p l y / d e m a n d  
b a l a n c e  a n a l y s i s  w h i c h  d e m o n s t r a t e s  t h e  s e r i o u s n e s s  of  t h e  
s i t u a t i o n  o v e r  a  t w e n t y - f i v e  y e a r  t i m e - f r a m e .  The M a s t e r  P l a n  
a l s o  shows how t h e  c u r r e n t  s i t u a t i o n  c a n  be  r e v e r s e d  t h r o u g h  
i m p l e m e n t a t i o n  of p rograms  d e s i g n e d  t o :  

o meet. and  s u s t a i n  t h e  r e q u i r e m e n t s  f o r  f u e l w o o d ,  f o d d e r ,  
t i m b e r  and  o t h e r  f o r e s t  p r o d u c t s ;  

o  s u p p o r t  r e q u i r e m e n t s  f o r  f o o d  and w a t e r  by k e e p i n g  a  



s t e a d y  f l o w  of n a t u r a l  n u t r i e n t s  and w a t e r  f rom f o r e s t s  
t o  f a r m s :  

o m a i n t a i n  a s a f e  and  wholesome n a t u r a l  e n v i r o n m e n t ;  

o c o n s e r v e  t h e  e c o s y s t e m s  and g e n e t i c  r e s o u r c e s ;  a n d ,  

0 c 0 n t r i b u t . e  t o  t h e  g r o w t h  of l o c a l  and n a t i o n a l  e c o n o m i e s  
by d e v e l o p i n g  I o r e s L  management and f o r e s t - b a s e d  
i n d u s t r i e s  a n d  c r e a t i n g  o p p o r t u n i t i e s  f o r  income 
g e n e r a t i o n  a n d  employment .  

T h e r e  a r e .  i n  f a c t ,  t w e l v e  s e p a r a t e  d e v e l o p m e n t  p r o g r a m s  
c o i i t a i n e d  i n  t h e  M a s t e r  P l a n :  s i x  p r o d u c t i o n  o r i e n t e d  d e v e l o p m e n t  
p r o g r a m s ;  a n d ,  s i x  s u p p o r t  d e v e l o p m e n t  p r o g r a m s .  A l a r g e  g r o u p  of  
d o n o r s  h a v e  i n d i c a t e d  t h e i r  r e a d i n e s s  t o  p r o v i d e  s u p p o r t  f o r  t h e  
v a r i o u s  p r o g r a m s  i n c l u d i n g  t h e  World Bank. USAID, FINNIDA, C I D A ,  
DANIDA, ADB, ODA, FAO, EEC,  SDC, UNDP, and t h e  A u s t r a l i a n  
Government a s  n o t e d  i n  F i g u r e  I .  

/ r B ,  P r o i e c t  A c t i v i t i e s  

USAIDis p a r t i c i p a t i o n  i n  t h e  M a s t e r  P l a n  p r o c e s s  l e d  t o  
i c l e n t i f i c b t i o n  of  two a r e a s  where  t h e  U.S.  h a s  a  c o m p a r a t i v e  
a d v a n t a g e :  

o  s t r e n g t h e n i n g  of  t h e  M i n i s t r y  o f  F o r d s t s  a n d  S o i l  
C o n s e r v a t i o n  (MFSC)  P l a n n i n g  D i v i s i o n  by d e v e l o p i n g  - 
p o l i c y  a n a l y s i s ,  p rogram b u d g e t i n g  a n d  p r o j e c t  p l a n n i n g  

! dnrl a n a l y s i s  c a p a b i l i t i e s ;  a n d ,  

o d e v e l o p i n g  a n  i m p r o ~ e d  s t o v e  p rogram w i t h i n  t h e  n a t i o n a l  
community f o r e s t  p r o y r a p ,  i n c l u d i n g  expanded  c a p a b i l i t i e s  
f o r  s t o v e  d e v e l o p m e n t ,  t e s t i n g  a n d  d i s t r i b u t i o n  w h i c h  
b u i l d s  upon t r a d i t i o n a l  s t o v e s  a n d  s t o v e  b u i l d i n g  s k i l l s ,  
a n d  (1i 5 s e m i n a t . i o n  of p r o v e n  mode l s  t h r o u g h  p r i v a t e  s e c t o r  
p r o d l l c t i o n  and  m a r k e t i n g  c h a n n e l s .  

S u b s e q u e n t  t o  a d o p t i o n  by t h e  HMG of t h e  M a s t e r  P l a n  and  
i ( I ~ n t : . i f . i c a t . i o n  o f  d o n o r  r o l e s  i n  i m p l e m e n t a t i o n ,  Nepa l  e n t e r e d  a  
p e r i o d  of economic  c r i s i s .  About 60-70% of  N e p a l ' s  t o t a l  i m p o r t s  
( r e c o r d e d  and  u n r e c o r d e d  t r a d e )  come f r o m  I n d i a  a n d ,  f o r  some 
e s s e n t i a l  g o o d s / p r o d u c t s  s u c h  a s  p e t r o l e u m ,  N e p a l  i s  t o t a l l y  
dPpan0ent .  upon t h e  I n d i a n  m a r k e t .  I n d i a  was N e p a l  Is o n l y  e x p o r t  
m n r k e t  f o r  many p r i m a r y  p r o d u c t s  and s e m i - p r o c e s s e d  g o o d s .  Sudden  
i m p o s i t . i o n  of a  de f a c t 0  t r a d e  embargo by I n d i a  i n  l a t e  March ,  
1 9 8 9  h a d  s e v e r e  and  i m m e d i a t e  i m p a c t  on t h e  economy. The o n e  t o  
t w o  y P a r  t r a n s i t i o n  t o  a r e s t r u c t u r e d  t r a d e  r e g i m e ,  w h e r e  I n d i a n  
t r a d e  p l a y s  no o r  l i t t l e  r o l e ,  w i l l  i n v o l v e  s e v e r e  r e a d j u s t m e n t s  
i n  t h e  economy and d e v e l o p m e n t  p rogram.  

A c c o r d i n g  t o  t h e  HMG, t h e  i m p a c t  of  t h i s  a l t e r e d  
s i t . u a t i o n  on i m p l e m e n t a t i o n  o f  t h e  M a s t e r  P l a n  i s  s i g n i f i c a n t  a n d  



FIGURE I 

MASTER PLAN PROGRAMS SUPPOHTING DONORS 

PRIMARY DEVELOPMENT PROGRAMS: 

1, Community & Privat~ Forestry WD, UNDP, FAO. 
Australia, CIDA. 
ODA, SDC. USAID 

2. National & Leasehold Forestry ' ADB 

3 .  Medicinal & Arom9t.i~ Plant Propagation 
& Utilization ADU, UNDP 

4. Porest.-Based Inrlustrial Development ADD 

5, Soil Conservation b Watershed Elanagement UNDP, FAO, ADB, 
EEC, FINNIDA 

6 ,  Con~ervation of Ecosystems 
6 Genetic Resources UNDP, FAO, ADB, 

USAID 

7 .  Desource Information Systems 
6 Management Planning 

8 .  P o r e ~ t c y  Research d Extension 

9. Human Resources Development 

FINNIDA 

ODA 

FINNIDA 
DAN I DA 
USAID 

10. Monitoring 6 E v a l u a t i o n  FINNIDA 

11. Institutional Reform HMG 

12, Policy & Legal Reform 1989-90: ADB/FINNIDA 
1990-95: USAID ------------------------------------------------------------------- 

S o u r c z :  MFSC (1988) 



stems in large part from a reduction of domestic resources 
available to s u p p o ~ t  activities designated as the responsibility 
of Nepal. USAID, therefore. determined that by providing 
ndditionnl funds to support "special local costsu of Master Plan 
implementation, successful implementation of the Master Plan 
during the critical initial two years would be more likely to 
occur. 

The -1- of the Forestry Development Project is to 
increase the productivity and sustainability of forestry 
production systems in Nepal through the promulgation of better 
policies and improved public and private forest management. The 
p11rpoF;c? is to strengthen the capacity of the Ministry of Forests 
and Soil Conservation to implement the Master Plan for the 
forestry sector and increase natiollwide usage of improved stove 
models. 

The project has three major components; Forestry Policy 
and Planning, the Improved Stove Program, and Master Plan 
implernent.ation local cost support. USAID will work directly with 
the MFSC Planning Division and with the Community Forestry 
Wveloprn~nt Division over the six year life-of-project. Project 
 input^ include technical assistance, training. program support, a 
1nndsrat.e amount. of commoflities, and local ci~rrency generated from 
tiale of kerosene imp0rt.s financed by the project. 

The Forestry Pnlicy and Planning component activities will 
he cent~red in the MFSC planning Division, carried out through 
both long-term and short-term technical assistance. As a crucial 
unit in the implementation of the Master Plan, the Planning 
Division is responsjble for policy analysis and strategy 
formulation, program focmul?tion, budgeting, monitoring and 
evaluation. Key actions to be performed by the Planning Uivision 
and long- term advi.sors include: . . 

1, Strengthening of t h ~  Division and its planning system; 
2, Institutionalization of planning functions, including . 

program bu(Iqeting, at all relevant levels within NFSC; 
3 ,  Upgrading and expansion of analytical capabilities; 
4, Improvements in project planning, analysis and evaluation; 

and, 
4 ,  Installation of a planning/programming information system. 

Through the lmprovcrl Stove Program, which will design, 
conotruct and market improved wood-burning stoves for home and 
conimercinl use, the technical assistance personnel will work with 
the Department of F'orests, women's organizations, co;nnuni'ties and 
volunt.eer organizations. The major activities will include: 

1, Dovelupment., production and marketing of new stove models; 
2, Cookstove promotion; and, 



3. Ongoing cookstove development 

Although the two components are operationally distinct, 
thero are important linkngec between them on two levels. On the 
concept.unl lsvel, the lmproved Stove Program will serve as a pilot 
pragrdm Zor tosting new ways ot tackling Nepal's natural resource 
llmnngement issues including a phased reduction of government 
subsidies and the use of demand driven, private sector production 
and marketing of stoves. Experience gained under this program 
will be carefully analyzed by the Planning Division with a view to 
possible wider applicability in other MFSC programs. On the 
practical level, support for the improved stove program under Chis 
project is designed to assist in moving the program in important 
new directions. For this to happen effectively in the relatjvely 
short period of time available, high level support from within the 
MFSC is essential. This support can be provided, in part, through 
linkage to Component 1. 

Support of Master PTLan implementation through U C A I D  
Iundiny 01 local costs will be implemented as follows. To 
mnximize impact, these ftlnds will be used first to provide 
increased supplies or kerosene which is used as a substitute for 
Luelwood in heating and cooking. Proceeds from the sale will be 
placed i~ a separate special account. HMG will propose to USAID 
on a trimester (or, upon mutual agreement, a longer time-frame) 
expenditure of these funds to support specific local cost elements 
of' tlast.cr Plan implementation. Prior to USAID agreement, a 
thorough review of progress on implementation of the forestry. 
policy agenda will he undertaken and, if appropriate, special 
account release may he predicated upon HMG completion of policy 
actions. 

Life-of-proj~ct costs in $000 are as follows: 
- * 

Clatc~ory -..- - AID - HMG -. Total 

?'c?rhnicnl hseistance 1,680 - 1 ,'680' 
Training 653 70 723 
Program Support Costs for 
Component I and I1 1,063 545 1,608 

Spacial Local Cost Support 3,000 - * 3,000 
Commod i t i es 448 - 448 
Evaluation and Audits 190 - 190 
Inflation 770 95 865 
Contingency 196 - 22 218 

Totnl Project Cost I- 8 000 - 732 4,732 

* T h p  ? T c s t ~ r  PLan  ~ $ 7 1 1 ~  € o r  HMG to contribute 895.9 million (in 
con1;tant 1 9 8 8  prices) between 1990 to 1995 and some 34.4% of all 
costs of Master Plan implementation over the twenty-one year 
period. 



I n  c o n  j u n c t i o n  w i t h  o t h c r  d o n o r  t;uppor t, t;hc.! ~+'or:( :~; t ; ry 
Deve lopment  P r o j e c t  w i l l .  ~ t r o n g t h c n  t h o  c a p a c i t y  of M ~ % C  t o  p l a n  
and implement  t h o  v a r i o u s  progrnrns o u t l i n e d  i n  t h e  Ma:;tctr I3l .an f o r  
t h e  F o r e s t r y  S e c t o r .  w i t h  p r i o r i t y  a t t e n t i o n  t o  t h e  n n t : i o n a l  
community and  p r i v a t e  f o r e s t r y  p rogram and  implemencn t i .on  o f  t h t !  
p o l i c y  a g e n d a ,  The p r o j e c t  w i l l  d i r e c t l y  a 6 6 i ~ t  t h e  
i m p l e m e n t a t i o n  of e f f e c t i v e  d e c e n t r a l i z a t i o n  o f  MPSC p r o g r a m s  and  
a  c r u c i a l  s h i f t  i n  b o t h  p l a n n l n g  a n d  f o r e s t  management 
r e e p o n s i b i l i t i e s  f r o m  t h e  g o v e r n m e n t  t o  l o c a l  c o m m u n i t i e s  and  
i n d i v i r l u n l e .  More s p e c i f i c a l l y .  t h i s  p r o j e c t  w i l l  s i g n i f i c a n t l y  
i n c r e a s e  t h e  H M G 1 s  i n s t i t u t i o n a l  c a p a c i t y  t o  implement  t h e  p o l i c y  
f ramework  s o t  f o r t h  i n  t h e  M a s t e r  P l a n  t h r o u g h  e x p a n s i o n  and  
u p g r a d i n g  o f  t h e  p l a n n i n g  c a p a b i l i t i e s  a t  v a r i o u s  l e v e l s ,  
i n c t . i t u t i o n a l i z n t i o n  of p rogram b u d g e t i n g  c a p a b i l i t i e s  i n  t h e  
f o r e s t r y  s e c t o r ,  s t r e n g t h e n i n g  p r o j e c t  p l a n n i n g  and a n a l y s i s ,  
c o n t r i l . r u t i n g  d i r e c t l y  t o  r e d u c t i o r l  of demand f o r  Euelwood t h r o u g h  
d e v e l o p m e n t  of  improved s t o v e s  a n d  i n c r e a s e d  s u p p l i e s  o f  k e r o s e n e ,  
and s t r e n g t h e n i n g  p r i v a t e  s e c t o r  i n v o l v e m e n t  i n  f o r e s t r y  by t h e  
f l i s s e m i n d t i o n  of  s t o v e  m o d e l s  t h r o u g h  p r i v a t e  s e c t o r  m a r k e t i n g  
c h n n n e l ~ ,  The s t o v e  improvement  component  i s  e x p e c t e d  t o  r e s u l t  
i n  new f l e z i g n s  oC wood-burn ing  c o o k s t o v e s ,  b o t h  d o m e s t i c  and 
c o ~ l m c r c i n l ,  wh ich  h a v e  h i g h  f u e l  e f f i c i e n c y ,  low c o s t ,  u s e r  a p p e a l  
and m n r k o t n b i l i t y .  I t  i s  e x p e c t e d  t h a t  new s t r a t e g i e s  w i l l  b e  
imp1ement.er.l f o r  s u s t a i n e d  p r o d u c t i o n  a n d  d i s s e m i n a t i o n  of c e r t a i n  
c o o k s t o v c  moCels ,  A p r i v a t e  s e c t o r  p rogram f o r  c o n t i n u e d  
deve lopment . ,  p r o m o t i o n  and s e r v i c e s  t o  p r o d u c e r s  and  u s e r s  of 
improved c o o k s t o w s  w i l . 1  he  e s t a b l i s h e d .  The mechanism by w h i c h  
Mast .er  P l a n  i m p l e m ( > n t a t i o n  l o c a l  c o s t s  w i l l  be  s u p p o r t e d  p e r m i t s  
c l o s e  m o n i t o r i n g  of p r o g r e s s  i n  p o l i c y  r e f o r m  and d i r e c t e d  s u p p o r t  
f o r  d e v e l o p m e n t  b u d g e t  a c t i v i t i e s  s u c h  a s  p r i v a t e  l e a s i n g  of  
f o r e s t  l a n d ,  p r i v a t . c  p l a n t a t  i on  a n d  o t h e r  p r o g r a m s  of p a r t i c u l a r  
i n t e r e s t  t o  U S A I D .  

. . 



11. PROBLEM TDENTTFIaTTON ANG PROJECT DESCRI'PT'ION 

A .  Historical Perspective 

Forest management in Nepal has passed through three 
distinct stages: pre-195O8s, when forests were developed and 
managed by adjacent villages; 1950s to 1970s, when the HMG 
nationalized forests and tried to protect them Prom the people 
and, the post-1970's period, when the HMG tried with mixed results 
to enlist villagers support in performing the task of protecting 
and managing the forests. 

1, Pre-1.950 Period 

Nepal was virtually out. ~f'contact with the rest of the 
world during this period. Forests were abundant, both in the 
hills as well as in the Terai. It is estimated that over 50 
percent. or the countryls land area was covered by forest. 
Cornmi.1nicntion net.workr; in the hills were rudimentary at best. 
Area6 were only accessible by foot trails; this is still the case 
in most of the hill areas, The low lying plains of the Terai. 
though fairly accessible the Indian Railway system, were still 
sparsely inhabited and densely covered with forest due to the 
prevalence of malaria. The Terai forests provided excellent 
habitat for a number of important flora and fauna. Except for a . 
few places in the Terai. wherc selective cutting of high value 
commercial Sal trees by the government was undertaken in order to 
generate revenue (export to India for making railway ties), most 
of the forests were unaxploited for commercial purposes. Local 
demand for forest products was not high, and people's needs were 
met. without detriment to the sustained productivit.y of the . 
f orests. The hills. a 1  though heavi ly populated in comparison with 
the Terai, r;t.ill had forests sufficient to supply basic forest' 
products t n  the people. The people in the hills, because of their 
heavy reliance on forests to support hill farming systems, placed 
great value on the forests and, in some cases, had developed , , 

sop!listicat.eQ local forest management systems. The Sin= Nawa, '. 
elect\efl forest caretakers of the Sherpa Community in the 
mollntains, and the :hi-=i.dag, local non-official functionaries 
responsible for administering and controlling the use of forest in 
the hills, are two examples of traditional forest management 
systems evolved through the initiative of hill people. In the 
eastern hills, the kipat system of land tenure was practiced. 
Under this system, a dcsiynated group exercised exclusive and 
inalienable communal ~ j g h t s  over a large land area including 
forests. 

A6 the Ncpolnse s o c i . s t y  grew and became more complex, 
govefnment anf3 ins~itutional e f f o r t s  were in troduced to supplement 
trgditionsl conservation practices. One of the first major 
initiat.ives toward institutionai izing forest conservation took 
pl;lcQ ifl 1.934 witti the o!;tabl ishn~vnt of H:IQ J!?nqh Arl(l;1, a forest 
oLfica, for the protection and harvest.ing ot t h e  Terai forests. 



2. 1950's to 1970's Period 

In 1956. the office of Chief Conservator o f Forests was 
eet.nhlished to manage and develop national forests. In 1957, 
private forests in the country were nationalized to protect and 
develop forests for the betterment of Nepalese society. The 
Forest Nationalization Act helped to transfer private forest 
ownership rights from a few powerful families and landlords to 
public ownership. This was the positive side of forest 
nationalization. On the negative side, the traditional system of 
forest protection by local communities was discontinued, and 
widespread cutting of public forests began, since people no longer 
considered these forests their own after nationalization. 

The Forest Act of 1461 was designed to protect and manage 
the national forests for the welfare of the people. It also 
classified forests into different categories and established 
limits on the size of private forests. Development of private 
forests did not take place, however, due to confusion about who 
owned the land given the absence of a cadastral survey for most 
hill districts and the drastically reduced private land ownership 
ceiling imposed under the Land Act of 1964. 

After eradication of malaria from the Terai during the 
early 1960s and following the natural catastrophe of heavy floods 
in most of the hills in 1961, MMG initiated a planned resettlement 
scheme involving suhst.antiz! clearfelling of the Terai forests. A 
large number of hill people migrated to the Terai plain with the 
hope of a hctter life and new lands available for agriculture. 
The government resettlement scheme, however, could not absorb 
large scale migration, and rampant encroachment of the Terai 
forests began. 

In 1967. M K S  promulgated the Forest Protection (Special 
Arrangement.) Act to protect national forests. This act, in . . 
~(ldition to explaining preventive actions, gave authority to - , 

exercise police and judiciary power to territorial forestry . . 
officials. District forest offices in the Terai were also 
provided with armed forest guards to control deforestation and to" 
enforce forest law. Despite this, substantial areas of the Terai 
forests were lost through encroachment and illegal settlement. 
Limited resource allocation to forestry development and an 
insufficient forestry field organization to enforce law in the 
face of escalated demand of the local population for forest 
products were other factors associated with rapid deforestation. 

T h e  National Porcst Plan of 1976 identified the problems 
facsd by the forestry sector and explained the broader national 
rorest policy along with setting forth priority programs. The 
plan, for t.he first. time, emphasized making use of local 



commun;ties in protection and management of existing forests as 
well as in plantation establishment. 

The 1970 World Bank Forestry Sector Review of Nepal 
attempted to analyze the deforestation problem on the basis of 
demand and supply of essential forest products. It concluded 
that, with the on-going rate of afforestation and inefficient 
implQmQntati0n of forest management plans, most of the forests in 
the middle hills and the Terai would disappear within two to three 
decndee, It recommended that the government launch a national 
nfforestntion program at u much expanded rate, utilizin~ the full 
potential of the resources of the 'oczl communities. HMG 
responded by launching a community forestry program with initial 
emphasis on hill Oistricts, This program, which represented a 
significant change in national forest policy direction, allowed 
transfer of national forest land to establish new plantations 
(Panchayat Forests or P F ) ,  znd transfer of management and 
utilization responsibility for national forests (Panchayat 
Protected Forests or PPF)  to local village panchayats. .In 
addition, the Lease Forest Rules provided for a new dimension in 
the development of forests in Nepal, allowing private industries, 
individuals or entreprenei~rs to lease degraded forest land'for 
producing raw materials for various forest products industries. 
While implementation of PF and PPF rules was operationalized as 
indicated below, implementation of the Lease Forest Rules proved 
considerably more difficult. To date, two state-owned industries 
have been the only ones able to obtain forest land under leasehold 
arrangement with the bepartment of Forests. 

In 1980, HMC, with the assistance of the World Bank, 
launched a large-scale Community Forestry Development and Training 
Project in 29 hill districts - out of a total of 75 administrative 
districts in Nepal - to implement its new community forestry 
policy within the framework of the PF and PPF Rules of 1978. . ' .  

During the first phase of this project (1980-1988), a number of . 
a t h e r  smaller community forestry projects covering one or several 
d i ~ t r i c ~ ~  in the hills were financed by various bilateral . . .  
agencies. The Second Forestry Development Project (including 'I 

community forestry components) has been implemented in 14 Terai ' 
districts with World Hank assistance. In total, there are some 60 
on-going forestry davelopment projects in Nepal supported by forty 
different donor entities (see Annex I). 

The basic problem of community forestry development 
projects in Nepal has been the slow rate of handing over forest 
management responsibility to users in the local communities. The 
key issues associated with this problem have been: ( a )  
inefficient procedures for identifying and demarcating the forests 
to be handed over; (b) restrictive ceilings on PF and PPF land 
t h a t  ColllQ be transferred to the.communities, especially in the 
hills: ( c )  a gradual recognition that forests should be 
transrerr~d not to the panchayats but to sub-panchayat groups 



including traditional local user groups where these exist; (d) the 
increased realization of the importance of speedy transfer of 
utilization and management rights to existing forests to these 
ueer c.raups; and, ( 9 )  inadequate training, motivation and 
organization of t.he MFSC and subordinate Department of Forest 
staff responsible for project implementation. 

Over the last twenty years there has been a gradual 
degradation of the condition of forest resources over large areas, 
particularly in the hills. as rural people sought to meet their 
basic needs for fuel, fodder, shelter and !sundry other important 
goods obtained from the forest. Understocked forest areas are 
widespread. In 1986, it was estimated that roughly one-third (2.2 
million hectares) of the total forest area was either in density 
class 2 (10-408 crown cover) or should be classified as shrub. 
Despite the establishment of district level field forestry offices 
throughout the country, the limited human and financial resources 
Lor protection, control and management were not adequate in the 
face of the continually escalating and undeniable demand for 
traditional usage rights, Even with almost 6000 employees, the 
Department of Forests could not hope to control the utilization of 
aome 17 million cubic meters of wood by 3.2 million rural families 
spread over 12 million hectares. Furthermore, the attempt to do 
so has polarized the relationship between foresters and the rural 
people, we~kening the collective potential for addressing the 
problems of forestry development and meeting both local and 
nIltional forest product needs. 

The results of these community forestry development 
proyrbms have been thoroughly monitored, evaluated and 
documentefl. The overall conclusion is that. important 
accomplishments and progress have been achieved and, in a number 
of in~t.?nces, targets exceeded. Both internal HMG and external 
rl?viewers have, however, identified two major shortcomings: .the 
engagement of the rural people in truly participatory planning and 
in~plementation of the activities is still unsatisfactory; and. the 
handing over of national forest areas has lagged well behind ' . ,  

expectations. . . 

HMG and its development agency partners were confronted 
with the realization that these unacceptable trends - continued 
forest depletion and destruction and the attendant consequences of 
unsustainable rural production systems - were gradually 
undermining the basic fabric upon which long-term objectives of 
improved agricultural productivity, rural development, and 
national socio-econ3mic gains must be built. It was in this 
context that HMG and the donors agreed in a Local Aid Group 
Meeting on Forestry in 1984 to support preparation of a detailed, 
long-term Master Plan Zor the Forestry Sector. 



B. - -  The Forestry Master Plan 

The Master Plan document begins with an assessment of the 
current status of forest lands in Nepal. Basic conclusions are 
that: 

o On a national basis, forest land area continues to be 
substantial (38 percent of total land area) and its 
distribution across the five Development Regions is 
fairly equal except for the Mid-Western Development 
Region, which has considerably more forest land than 
other regions; and, 

0 Much or t h e  rem~ining torest area is degraded: 26.3 
percent is severely degraded with less than 40 percent 
crown cover; 58.6 percent has only 40-70 percent crown 
cover; and, only 15.1 percent has crown cover over 70 
percent. 

A simulation model that explores the interrelationships 
among land use, forest management and exploitation, and the supply 
and demand of major forest products (fuelwood, fodder and 'timber) 
over a 25 year planning horizon was developed. Population and 
forest accessibi1it.y factors were analyzed in relation to existing 
resources to demonstrate the severity of the current problem with 
regional and inter-regional variations identified. When 
projections of future population growth and forest product supply 
and demand couplcd with the projected impact of current forestry 
programs were added in the equation, the true major dimensions of 
the future problem become apparent, as graphically illustrated in 
Figure 11. 

1. -- O v ~ r v i ~ w  .... --- -- of -- the Master -- Plan 

Supplies of wood, fodder and other forest products wiLl 
have to be increased by intensive management of large areas of , 

ncces5i:)le natural forests and by planting trees on open land',and 
uncultivated land adjacent to farms. Over the next twenty-f ive 
years, 1.56 million hectares of natural forests will have to be" 
put under active management. This will include enrichment 
planting of 290,000 hectares of degraded forests. In adeition. 
250,000 hectares of plantations and 330,000 hectares of private 
tree Zarmfi should be established. Research and development work 
must be intensified and the fruits of research widely 
dis~sminntecl, for example, to improve survival and growth rates in 
plant.ation6 and to increase yields. A t  the same time, measures 
will have to be widely adopted for saving fuelwood in household 
and industrial use, and tor saving raw materials in processing 
plants. Fuel-efficient stoves should be promoted so that at least 
750,000 households are using them by the year 2010. 

As forests come under effective management. other 
positive changes will occur. Forest-based industries, including 
those that depend on medicinal and aromatic plants and other minor 



FIGURE I1 

Projec ted  ~ u p p l y / ~ e m a n d  of Household and 
I n d u s t r i a l  Fuelwood cnder  Current Conditions .I 



forest products. will have a steady supply of raw materials. 
Pressure on national parks and wildlife reserves will ease. Soil 
and water conservation problems will be reduced. 

Other sectors must do their share to bridge the energy 
gap. Alternative sources of energy and raw materials such as 
biogas, hydroelectricity, wind and solar power will have to be 
developed and promoted and effective population control programs 
pursued. 

The implementation strategy is, simply stated, to provide 
the people (whether communities, individuals owning private 
forests or industries leasing forest lands to grow their own raw 
material supplies) with the technology and support required for 
the~n to develop and manage forest lands while improving management 
and development of national forests including wildlife preserves 
and p n r k e ,  This implementation strategy was then translated into 
an Action Plan which consists of twelve development programs 
designed to provide the inputs required (these are fully described 
in Annex I). Each development program contains a series of 
specific five-year physical targets to be achieved coupled with 
full costing distributed between the government, local 
participants and foreign donors. 

A substantive reworking of forest policy in light of 
experience and changed circumstances has been a key component of 
the Master Plan strategy. The cumulative experience of some sixty 
different forestry sector projects resulted in identifying 
importnnt policy, legal, organizational, technical and econo'mic 
constraints and bottlenecks which must be overcome if forestry 
programs are to continue to flourish and become an effective and 
efficient national programs. The new policy reorientation . 
includes: 

o rational and commercial exploitation of forest lands . . . 

(forest management) adoptee in lieu of ltprotectionistn , 
policy; . . . 

o providing village level groups both control and resources 
where they participate in the ncommunity" forest program 
and accelerating the process of transfer of management 
responsibilities; 

r) formalizing a concept of forest development through 
articulation of a policy framework, program priorities, 
and implementa tion plan; and, 

o the principle of HMG foresters serving as extension 
a g s n t s  rather than policemen. 

The Policy Decision Matrix (Figure 1 1 1 )  indicates the 
Zull scope of the effort to redirect the policy framework. 



FIGURE I 1 1  

Nepal F o r e s t  P o l i c y  D e c i s i o n  M a t r i x  

Issue Proposed Reso lu t ions  S ta tus  o f  A c t i o n  F u r t h e r  Ac t ions  Requi red By whom When 

(A)  F o r e s t r y  P lann ing  
and I n s t i t u t i o n a l  
Development 

1. Weak program p l n g  The HMG w i l l  prepare 
and m o n i t o r i n g  capabi -  an implementat ion 
l i t i e s  a t  the  n a t i o n a l  p l a n  t o  i n s t i t u t e  a t  
and l o c a l  l e v e l s .  t h e  n a t i o n a l  and 

l o c a l  l e v e l s ,  the  
p o l i c i e s  and f o r e s t r y  
program advocated by 
t h e  F o r e s t r y  Master 
Plan. 

D r a f t  Master  P lan  1. F i n a l  appro\:al o f  HMG May 1989 
completed and p re -  Master Plan. 
sented t o  donors. 2. Implementat ion o f  HMG 1989-90 
(May 1988). F i n a l  o f  recommendations. 
documents due i n  3. F i n a l i z e  Design o f  FDP AID/HMG Apr 1989 
May w i t h  second 
donor meet ing i n  
k l u s t ,  1989. 

2 .Ful l  adop t ion  by the  Appropr ia te  changes 
EFSC o f  t h e  HMG's i n  l e g i s l a t i o n  and 
D e c e n t r a l i z a t i o n  A c t  a d m i n i s t r a t i v e  regu- 
(e.g, user  groups) .  l a t i o n s  w i l l  be made 

t o  b r i n g  f o r e s t r y  
r u l e s  and MFSC admin- 
s t r a t i v e  procedures 
d i r e c t l y  i n  l i n e  w i t h  
p r o v i s i o n s  o f  the 
D e c e n t r a l i z a t i o n  Act. 

F o r e s t r y  I I 1  1. S ign  F o r e s t r y  I 1 1  HMS/WB 
s tudy  completed. 2. Master P lan l e g a l  
Comprehensive study. HMG 
Master P lan  
rev iew o f  s e c t o r  
l a w s / r u l e s  t o  be 
undertaken. 
(M.P.Program t 1 2 )  

May 1989 

June-July  
1989 

3.MFSC l o c a l  personnel  T r a n s f e r  o f  j u d i c i a l  Not i n c l u d e d  i n  1. F u r t h e r  s tudy  by  MasterHMG 1989-90 
h o l d  power o f  i m p r i  - responsi  b i  1  i t y ,  Master Plan. P lan  team, AD9 et.al .  
sonment w i t h o u t  appeal phased-in over  t ime,  I n c l u d e d  as p ro -  2. USAID/DFh? case 
f o r  v i o l a t i o n s  o f  f rom f o r e s t e r s  back posed p o l i c y  s t u d i e s  i n  Rap t i  zone. USAID 1989-90 
f o r e s t r y  r e g u l a t i o n s  t o  t h e  j u d i c i a r y .  r e f o r m  c o n d i t i o n  
(e.g. c u t t i n g  a  t r e e  t o  ADB F o r e s t r y  
w i t h o u t  a  p e r m i t ) .  Program Loan. 

HMG/WB May 1989 4 .  I n a p p r o p r i a t e  t a r g e t s  A  demonstrable s h i f t  Inc luded  i n  F i n a l  n e g o t i a t i o n  
f o r  Cormuni ty F o r e s t r y  i n  Comun i  t y  F o r e s t r y  F o r e s t r y  I 1 1  o f  F o r e s t r y  111. 
Program. Program t a r g e t s  f rom appra isa l .  

t r e e  p l a n t i n g  t o  l o c a l  
management i n d i c e s .  
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I ssue  - Proposed Reso lu t ions  S ta tus  o f  A c t i o n  

S.Poor!y d e f i n e d  o rgan i  The HMG w i l l  develop an 1. MFSC r e o r g a n i -  
z a t i o n a l  s t r u c t u r e  f o r  
implementat ion o f  t h e  
f o r e s t r y  program (e.g. 
dual p o l i c i n g  and ex- 
t e n s i o n  responsi  b i l i -  
t i e s ,  e x c e s s i v e l y  
c e n t r a l i z e d  d e c i s i o n  
making). 

6 .Pr i va te  s e c t o r  has 
n o t  been s u f f i c i e n t l y  
i n v o l v e d  i n  the  GON's 
f o r e s t r y  program. 

( 0 )  Land Management 

o r g a n i z a t i o n a l  s t r u c t u r e  z a t i o n  p l a n  
f o r  t h e  implementat ion 
o f  t h e  n a t i o n a l  program 
which i n c l u d e s  c l e a r ,  
d e t a i l e d  j o b  descr ip -  
t i o n s l d u t i e s  and res -  
p o n s i b i l i t i e s  o f  s t a f f  
a t  b o t h  l o c a l  and 
c e n t r a l  l e v e l s ,  as 
w e l l  as l o c a l  community 
respons ib i  li t i e s .  

The bas ic  recomenda-  
t i o n s  o f  USAID's 
f o r e s t r y  p r i v a t e  s tudy 
have been cons idered  
and i n c o r p o r a t e d  i n t o  
t h e  f o r e s t r y  program 
and the  Master  P l a n  
and t h e  mu l t i -donor  
n a t i o n a l  communi t y  
f o r e s t r y  program 
as appropr ia te .  

1.Slow pace o f  t r a n s f e r  The HMG promulgates 
o f  Panchayat F o r e s t  simple, unambiguous 
(PF) and Panchayat procedures f o r  f o r e s t  
P r o t e c t e d  (PPF 1 t o  survey and mapping, 
l o c a l  communities. f o r e s t  management 

p l a n n i n g  and t h e  
t r a n s f e r  o f  management 
r e s p o n s i b i l i t i e s  f rom 
t h e  MFSC t o  l o c a l  
communities. 

prepared and 
approved by HMG. 
2 .  Implementat ion 
o f  new s t r u c t u r e  
underway. 

Master P lan  
documeats i n  
f i n a l .  

1. Recomnendat- 
i o n s  o f  November 
1987 Workshop 
i n ' t o  Master P lan  
2. D r a f t  opera t -  
i o n a l  g u i d e l i n e s  
prepared as 
c o n d i t i o n  t o  
F o r e s t r y  111. 

F u r t h e r  Ac t ions  Required By whom Uhen -- 
1. Monl t o r  implementat ion HMG/Donors 1989-95 
2. Propose a d d i t i o n a l  
changes i f / a s  requi red.  Master P l a n  

P r o j e c t  1989-90 
FDP 1990-95 

1. Approval and implemen- HMG 1989-95 
t a t i o n  o f  Master P lan 
recomnendations. 
2.  Moni to r  implementat- 
ion.  HMG/Donors 1989-95 

-. . . 
. .  . 

- .  
1. F i n a l i z a t i o n  o f  
o p e r a t i o n a l  gu ide-  . , 

l i n e s .  HMG . June 1989 
2. F i e l d  implementat ion HMG 1989-95 
3. Mon i to r  implementat ion HMG/Donors 1989-95 
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Neoal F o r e s t  P o l i c y  D e c i s i o n  M a t r i x  (con t inued)  

Issue - Proposed Reso lu t ions  S ta tus  o f  A c t i o n  F u r t h e r  A c t i o n s  Requi red Bywhom When 7 -- 
HMG/FI NNIDA 1989 Maps a r e  prepared and 

p rov ided  t o  MFSC f i e l d  
s t a f f  t o  a s s i s t  w i t h  
p l a n n i n g  f o r  t r a n s f e r  
o f  the  management 
r e s p o n s i b i l i t i e s .  

1. I n d i c a t i v e  F i n a l i z e  des ign  o f  
maps prepared by FINNIDA suppor t  t o  MFSC 
WB. Survey L S t a t i s t i c s  
2. FA0 c o n s u l t a n t  D i v i s i o n .  
developing maps a t  
D i s t r i c t  l e v e l .  

SAL-I cond i t i on .  Mon i to r  f i e l d  implemen- 2.Legal s t a t u s  o f  HMG prov ide  c l e a r  
f o r e s t  u t i l i z a t i o n  l e g a l  s t a t u s  t o  l o c a l  
user  groups/committees. f o r e s t  user  groups/ 

committees. 

L e g i s l a t i o n  
changed. 

Inc luded  i n  
Master Plan. 
( c e i l i n g s  
removed) 

Inc luded  i n  
Master Plan. 

t a t i o n .  

3.Fixed c e i l i n g  on area 
o f  PF and PPF t h a t  can 
be handed over. 

The HMG removes the  
c u r r e n t  c e i l i n g s  on 
t h e  area o f  panchayat 
f o r e s t s  and panchayat 
p r o t e c t e d  f o r e s t s  t h a t  
can be handed over  t o  
l o c a l  communities. 

Approval and implemen- 
t a t i o n  o f  Master  P lan  
r e c o n e n d a t i o n s .  HMG 1989-90 

4.Owncrship and u t i l i -  
z a t i o n  o f  t h e  f o r e s t s  
by p r i v a t e  i n d i v i d u a l s  
and e n t i t i e s  ( i .e. 
implementat ion o f  and/ 
o r  changes i n  leased 
and P r i v a t e  F o r e s t  
r e g u l a t i o n s ) .  

Legal  and admin is t ra -  
t i v e  procedures f o r  t h e  
ownership and u t i l i  za- 
t i o n  o f  t r e e s  on p r i -  
v a t e l y  owned l a n d  
t o  be c l a r i f i e d .  
The HMG wi 11 i ssue  
leases f o r  p u b l i c  
f o r e s t s  t o  c o m e r c i a l  
f o r e s t  products  indus-  
t r i e s .  The HMG w i l l  
a c t i v e l y  encourage 
p r i v a t e  s e c t o r  i n v o l -  
v e m n t  i n  i n p u t  supply  
and f o r e s t  p roduc t  
u t i l i z a t i o n  and 

1 .Approval and implementat- 
i o n  o f  Master  P lan  
r e c o n e n d a t i o n s .  HMG 1989-9 5 
2. Mon i to r  implementat ion HFlG/Donors 1989-95 

. .  . 

. , 

market ing.  



Nepal F o r e s t  P o l i c y  D e c i s i o n  M a t r i x  (con t inued)  

Issue - Proposed Reso lu t ions  S ta tus  o f  A c t i o n  F u r t h e r  Ac t ions  Requi red By whom When -- 
( C )  F o r e s t r y  Finance 
and Investment  

1.Need f o r  community The HMG passes l e g i s -  L e g i s l a t i o n  Mon i to r  f i e l d  implementat- 
r e t e n t i o n  o f  revenues l a t i o n  and/or adopts changed. ion .  HMG/Donors 1989-95 
from panchayat r e g u l a t i o n s  a l l o w i n g  
f o r e s t s .  t h e  r e t e n t i o n  o f  

revenues f rom 
panchayat p r o t e c t e d  
f o r e s t s  a t  the  l o c a l  
l e v e l .  

2.Need f o r  improved The flFSC implements Cen t ra l  systems 1. F i n a l i z a t i o n  o f  USAID/ 
program budget ing and program budget ing and a t  MOF o p e r a t i o n a l  FDP design. HMG May 1989 
p r o j e c t  m o n i t o r i n g  p r o j e c t  moni t o r i  ng System t o  be 2. Implementat ion o f  FDP 
procedures. procedures a t  c e n t r a l  i n s t a l l e d  i n  MFSC component I. HMG/USAID 1990-95 

and r e g i o n a l / d i s t r i c t  by end o f  1989. 
l e v e l s  as developed by NFSC by end 
M i n i s t r y  o f  Finance. o f  year. 

3.lleed f o r  more expedi- The C o n t r o l l e r  General F o r e s t r y  I 1 1  
t i o u s  re lease  o f  r e v i  ses budget admi n- c o n d i t i o n .  
budgets t o  i n s u r e  i s t r a t i v e  procedures 
momentum o f  f i e l d  t o  p e r m i t  e x p e d i t i o u s  
programs i s  mainta ined r e l e a s e  o f  a t  l e a s t  25  
through the  monsoon percen t  o f  new F i s c a l  
p l a n t i n g  season. Year budgets i n  

Ju ly lAugus t .  

1. F i n a l  n e g o t i a t i o n  
o f  F o r e s t r y  111. HMG/WB May 1989 
2. F i e l d  implementat ion.  HMG 1989 
3. M o n i t o r  implementat ion.  HMG/Donors 1989-91 



2. The Roles of,. Government, Donors and Privat~Sector 
in Implement-ins the Master Plal~ 

The Master Plan involves two basic changes. First, where 
before there were some sixty different forestry projects. each 
eelf-contained, supported by sone forty different donor entities. 
this will no longer be the case in Nepal. All donor projects will 
be brought under one of the twelve development programs outlined 
i n  the Master Plan (see Annex I). This process begins with the 
eecond phase World Bank funded Second Hill Community Forestry 
Project which, along with parallel UNDP/FAO funding of technical 
n~sistance and DANIDA funding of training, will start in early 
1989. Subsequently, all project nrenewalsll will move under the 
Master Plan program framework and, in several cases. adjustments 
to on-going projects (e.g., the ADB funded Hill Forest Development 
Project and the extension of USAID1s Nepal Coppice Reforestation 
Project) will be made to conform with the Master Plan. New 
projects, such as the Forestry Development Project, will be 
designed in full conformity with Master Plan guidelines.. 

Second, unlike many instances where the concept of Master 
Planning has been used, in Nepal there has been a focus on the 
exercise as a dynamic process. Thus, elements of the Master Plan 
(e,g,, institutional restructuring of the Ministry of Forests 6 
Soil Conservstion) were implemented before the full set of 
document6 was Zormally approved by HMG, and donors proceeded to 
begin developing projects in support of Master Plan implementation 
as Soon as the broad outlines of the programs were clear. This 
was due, in large measure, to a realization by both FIMG and 'the 
major Qonors that a program rather than project approach to 
flevelopment was needed in virtually all sectors. Implementation 
of the Master Plan, therefore, did not begin from ground zero 
either as of May 1908 when MMG formally presented the draft 
documents to donors or as of May 1989 when these documents were 
formally approved. In addition to the institutional restructuring 
not.ed above, several legal, regulatory and administrative - .  
rscomrnendntions of t .he Master Plan have already been promulgated, 
such as new regulations with respect to utilization of trees on: 
privat.e forest land, additional financial incentives for villagers 
to participate in the community forestry program and, an 
elnboratinn or the lease forest rules and regulations. 

Donor coordination in the forestry sector has been 
exemplary over the past several years, While much of this 
coordination has occurred informally, a more formal structure has 
been set up through regular donor/HMG forestry luncheons organized 
by UNDP. Plans for a more formal, periodic HMG/donor forestry 
gEoup were discutised at t h e  Master Plan review meeting in May 
1988. HMG is expected to present a proposal for the activation of 
such a group at the Master Plan review meeting scheduled for 
August 1989. 



Total cost of implementing the Master Plan is estimated 
at U.S. dollars $1.7 billion over the twenty-two year period with 
the HMG assuming 34.4 percent of costs, donor6 30,2 percent and 
the private sector 35.4 percent. 

3. Results Anticipated 

Some of the economic, socio-economic, and environmental 
impacts projected to result from the implementation of the Master 
Plan programs are as follows: 

o Fuelwood production will increase from 7.3 million metric 
tonne6 (mt) in 1985/86 to 15.0 nlillion imt by the year 
2010, By cornparisox, assuming that the current trends 
continue, fuelwood production wou1.d be only 11.6 million 
mt in 2010. The difference in production by the year 
2010 is worth almost 7.5 billion Nepal rupees at current 
prices, nssuming that fuelwood deficits were met by 
kerosene imports, or worth approximately 2.5 billion 
rupees in terms of foregone maize production of'789,OOO 
mt, assuming that dung and agricultural residues were 
used as fuelwood substitutes rather than as fertilizer; 

o Fodder production from forest lands and tree farms would 
increase from 14.6 million mt of fresh matter in 1985/86 
to 24.3 million mt in 2010, compared to 17.5 million mt 
under current conditions, The diffe~ence in fodder 
production could support an additional 2.7 million head 
of buffalo which in turn could produce 2.1 million'mt of 
milk worth over 7.2 million rupees and 2.67 mt of dung. 
If used as fertilizer, the estimated additional dung 
production could raise maize production by 316,000 m t  
which would be worth almost a billion rupees at current. 
prices; . . 

o Timber production would incre,~se from 0.88 million cum . 
(cubic meters) in 1985-86 to 2.28 million cum, compared 
to 2.11 million cum under current conditions, by the year 
2010, At current prices, the difference in timber 
production is worth 3.27 million rupees; 

o The above estimated increases in fuelwood, fodder and 
timber by 2010 means an increase in incomes of over 14 
billion rupees at current prices; 

o Employment. generation under the Master Plan is estimated 
to be equivalent to 2.2 million man-years of full-time 
j o b s  in 2010 as opposed to 1.4 million man-years, 
d6suming that the current trends continue; 

o An addit.iona1 1.02 million hectares of land or 0.09 
hectares per capita will be transferred from the 
government to the people by 2010; 



o  A b e t t e r  q u a l i t y  of  l i f e  f o r  r u r a l  p e o p l o  w i l l  roc l l l t ,  
f r o m  t h e  i n c r e a s e d  a v a i l a b i l i t y  of t u o l w o o d  f o r  cookir l (~  
a n d  h e a t i n g ,  more f e e d  f o r  l i v e s t o c k ,  w h i c h  i n  t u r n  w i l l  
p r o v i d o  more m i l k ,  m e a t ,  h i d e s  a o  wcll  a c  dung  t o r  f o o d  
p r o d u c t i o n ,  more t i m b e r  t o r  s h e l t e r ,  i n c r o a o e d  c o c u r i t y  
f r o m  n a t u r a l  d i s a s t e r s  b e c a u s e  of  a b e t t c r  c o i l  covoe  ancl 
t h e  b u i l d i n g  01 more e r o s i o n  c o n t r o l  s t r u c t u r e s ,  a n d  
b o t t e r  a m e n i t i e s  f r o m  t h e  p r o t e c t e d  a r e a s ;  a n d ,  

o  t h e  n e s d ~ i  of t h e  p e o p l e ,  t h e  p r o d u c t i o n  s y s t e m s  and t h o  
e n v i r o n m e n t  would  be  b r o u g h t  i n t o  a  s u s t a i n a b l e  b a l a n c e .  

I n  t e r m s  o f  economic  v i a b i l i t y ,  a l l  f o r e s t  e s t a b l i s h m e n t  
and management schemes  p r o p o s e d  a r e  e c o n o m i c a l l y  v i a b l e .  An 
economic  i n t e r n a l  r a t e  of r e t u r n  h a s  been  e s t i m a t e d  f o r  t h o s e  
M a s t e r  P l a n  p r o g r a m s  w h i c h  d e a l  w i t h  t h e  p r o d u c t i o n  of  f u e l w o o d ,  
f o d d e r  a n d  t i m b e r .  S u p p o r t i v e  p r o g r a m s  s u c h  a s  human r e s o u r c e  
d e v e l o p m e n t ,  r e 6 o u r c e  i n f o r m a t i o n  s y s t e m  d e v e l o p m e n t ,  management 
p l a n n i n g ,  r e s e a r c h  and d e v e l o p m e n t ,  a n d  f o r e s t r y  e x t e n s i o n  w e r e  
a l l  i n c l u d e d  i n  t h e  c o s t i n g .  A l l  i n v e s t m e n t  and  r e c u r r e n t  c o s t s ,  
e x c l u d i n g  (1ut . ies  and t a x e s  h u t  i n c l u d i n g  p h y s i c a l  c o n t i n g e n c i e s .  
w e r e  t a k e n  i n t o  c o n s i d e r a t i o n .  The economic  i n t e r n a l  r a t e  of  
r e t u r n  f o r  t h e  M a s t e r  P l a n  was e s t i m a t e d  a t  3 5 . 5 % .  

A r e  t h e s e  r e s u l t s  a c h i e v a b l e ?  A l o n g - t i m e  o b s e r v e r  of 
t h e  f o r e s t r y  s c e n e  i n  N e p a l ,  P r o t e s s o r  David  G r i f f i n  of L h e  
A u s t r n l i a n  N a t i o n a l  I J n i v e r s i t y ,  w r o t e  a  book l a s t  y e a r  l o o k i n g  i n  
d e t a i l  a t  A u s t r a l i a n  a i d  t o  N e p a l e s e  f o r e s t r y  o v e r  t h e  l a s t  
f i f t e e n  y e a r s .  I n  t h e  c o n c l u d i n g  c h a p t e r  of  t h e  book ,  h e  o f f e r s  
t h e  i o l l o w i n g  a s s e s s m e n t :  

" I t  i s  a s  a J s y  t o  he gloomy a b o u t  t h e  f u t u r e  of  idepal  a s  
i t  i s  t o  be  e c s t a t i c  a b o u t  i t s  b e a u t y ,  and t h e  p e s s i m i s t s  h a v e  ' 

many g r o u n d s  f o r  t h e i r  v i e w s  . . .  I b e l i e v e  t h a t  t h e r e  i s  room f o r  
h o p e ,  and  I t a k e  e n c o u r a g e m e n t  f r o m  t h e  f o u r t h  p a r t  o f  vo lume  o n e  
of  Bsnko J a n a k a r i  ( ' A  J o u r n a l .  o f  F o r e s t  I n f o r m a t i o n  f o r  N e p a l 1 )  . 
p u b l i s h e d  i n  l a t e  1907 and d e v o t e d  t o  r e p o r t i n g  t h e  . . 
(HM(:/FAO/NfiFp/SDC/UYnlD) w o r k s h o p  on  community f o r e s t r y  
maIlngement., The  workshop  p r o v i d e d  e v i d e n c e  o f  a  r e m a r k a b l e  
c o n e e n s u s  of  views a s  t.o t h e  p r o p e r  a t t r i b u t e s  of  management.  
Nepa l  ha6 e x c e l l e n t  l e g i s l a t i o n  r e l e v a n t  t o  f o r e s t r y  i n  t h e  
P n n c h n y n t  P o r e s t  an11 I J , ~ r i c h d y a t  P r o t e c t e d  F o r e s t  R u l e s ,  a s  amended,  
and i n  t h e  D e c e n t r f l l i z a t i o n  A c t .  Now i t  seems  t h a t  t h e  b a r e  
l e g i i 3 l t i t i v e  h o n e s  c a n  become t h e  f r amework  f o r  e f f e c t i v e  a c t i o n  by . 
a l l  p a r t i e s  i n v o l v e d  i n  f o r e s t r y .  T h a t  t h i s  s i t u a t i o n  h a s  a r i s e n  
i n  n l i t t l e  more t h a n  a d o z e n  y e a r s  i s  a s t o u n d i n g . "  ( G r i f f i n .  
1 9 8 8 .  F i n a l e )  

C .  P r o j e c t  D e s c r i p t i o n  

1. Goa l  a n d  P u r p o s e  

I IMG i s  e m b a r k ~ d  on a n  ambitious program t o  s i m u l t a n e o u s l y  
i n c r e a s e  t h e  r a t e  of gcowth  of  t h e  economy, r e s o l v e  p r o b l e m s  i n  



both fiscal and exteznal fiectors, and fulfill the basic needs of 
its populace by the year 2000. The structural adjustment program 
adopted in 1986 emphasizes the need to bring into balance imports 
and exports ne well ne fiscal resources with expenditures. The 
bnftia neede program focuses on providiag minimum levels of food, 
cl.othing, housing, education, health and security. In support of 
these objectives, USAIDis strategic objectives as articulated in 
the CDSS for FYs 1980-1992 are to: increase economic growth 
primarily through improved agriculture production; better manage 
productive resources; and, stimulate private sector involvement in 
the economy. 

The soal of the Forestry Development Project is to 
increase the productivity and sustainability of forzstry 
production systems in Nepal through the promulgation of better 
policies and improved public and private forest management. The 
purPo6e is to strengthen the capacity of the Ministry of Forests 
and Goil Conservation to implem(:nt the Master Plan for the 
forestry sector and increase nationwide usage of improved stove 
models. 

The relnt.ionship between this projectis objectives and 
thoee of t.he HMG i s  direct and important. This project seeks to 
significantly contribute to achieving the Master Plan objectives 
of meeting the requirements for (a) Iuelwood, timber, fodder and 
other forest products and, (b) food and water by keeping a steady 
rlow of nutrients and water from forests to farms as well as 
maintaining a safe and wholesome natural environment. More 
specifically, this project will significantly increase HMG8s 
capability to implement the policies seL forth in the Master Plan, 
ensure its implementation through expansion and upgrading of the 
planning capabilities at various levels, support 
institutionalization of program budgeting capabilities in the ' 

forestry sector, assist in the creation of a computerized . .  . . 
plrrnning/progrnm system and contribute directly to reduction of . . .  
demand for fuelwood through development and dissemination of . .  . 
improved stoves ard increased usage of kerosene as a substitut'e. 
for fuelwood during the short-term crisis situation. 

Because the basic implementing vehicle of the Master Plan 
is the transfer of forest management responsibilities from the 
government to the people, implementation of this project directly 
contributes towarfls enhancing the role of the private sector in 
the economy. The impact of project implementation will be 
increased incomes for those involved in community and private 
forests both through crops interplanted for the first several 
years and harvest of forest products. Further, implementation of 
the leasehold forest program will allow private forest products 
industrieo reliable access to raw materials, currently the 
crippling fact-or to full c~pacity operations let alone expansion. 
Such enhanced production will act to increase exports, generate 
job6 wit.11 c~ncornitant effects on incomes and lead to efficient 



substitution for imports. Increased incomes will allow the people 
to fulfill their basic needs in a more constructive manner than by 
means of government I1welfare programsu. In terms of relationship 
to fiecnl problems, there will be a shifting from the national 
budget to local user groups costs of developing and managing 
foceets, Greater production by forest products industries will 
broaden the tax base and generate resources for the budget. 

The Forestry Development Project is expected to develop 
strong links with several other projects in the USAID portfolio, 
particularly the Rapti Development Project (367-0155). the 
Institute of Forestry Project (367-0154), and the USAID/Winrock 
Policy Analysis in Agriculture and Related Resource Management 
Project. Ongoing field programs in the five districts of the 
Rnpti Zone will provide an important source of feedback to monitor 
proyreos at the district, panchayat,, and user group levels of 
institutional development and policy reform implementation at the 
national level, In addition, work in Rapti on (a) integrated 
District-level planning of agriculture, livestock and forestry 
programs, (b) sub-District level planning, (c) decentralized 
finance and management, including specific studies on local level 
forest management carried out in conjunction with the AID , 

centrally funded Decentralization - Finance & Management Project, 
((1) detailed project monitoring at the local level and, ( e )  work 
on improved stoves carried out under the aegis of ADB/N1s Private 
Enterprise Units are all expected to provide important inputs into 
implementation of this project. 

Research on both forestry policy & planning and improved 
stoves carried out at the Institute of Forestry is also expected 
to provide important input into project implementation. .Forest 
policy analysis and forest product marketing research carried out 
under the new Winrock grant, funded under the PVO Co-Financing XI 
Project (367-0159), will act to stimulate and help to define and 
direct the policy debate in forestry over the next several years.. 
In addition, USAID activities supporting implementation of Nepalt.s 
National Conservation Strategy (two CARE community-based natural. 
resources management pilot projects and the HMG/Woodlands Task ; 

. .. 
Force on the Makalu-Barun Sagarmatha National Park Extension)' 
should provide useful input into implementation of the project. 
Somewhut more indirectly, work on local-level natural resource 
management, resource mobilization and the formation of user groups 
in bot.h HMG and farmer-managed irrigation systems as well as work 
an irrigation user-group legislation supported under the 
Irrigation Management Project (367-0153) is expected to have 
userul lessons for parallel work in forestry. 

Close links will also need to be developed with a range 
of other donor funded projects and program support activities. 
The close links that alieady exist with the  World Bank, UNDP/FAO, 
ODA, EDC and the Australians will need to be maintained. Links 
with ADB and FINNIDA will need to be strengthened as they come to 



play a more prominent role in sector programs. This should be 
facilitated by the assignment of a FINNIDA Forestry Program 
Advisor to Kathmandu and the opening of an ADB Resident 
Et~prssen~ntivele Office in the near future. On the program front. 
i t  i~ B X ~ B G ~ Q ~  t.hat. several of the research programs being 
undert.aken by the International Centre for Integrated Mountain 
Development (ICIMOD) will be relevant. particularly those related 
to mount-ain farming systems/long-term strategies for mountain 
ngriculti~re (forestry/farming linkages. community resource 
management systems, and marketing systems for mountain 
agricult.ure), mountain institutional development/district level 
energy planning and management, and the role of women in mountain 
farming and forest management. 

On the project front. particularly close working 
relationships will need to be developed with FINNIDA-supported 
work with the MFSC Monitoring 6 Evaluation Division and the 
Wb/UNDP/FAO/DANIDA supported Hill and Terai Community Forestry 
Projects. 

f ,  

2 ,  W ~ p - ~ r ~ g n t .  I: Forestrv Policy and Planninq 

Iis~ponsihility for forestry policy formulation and sector 
planning within the MFSC is centered in the Planning Division, 
servillg anfl reporting directly to the Secretary. This division in 
turn interacts with departmental level planning units or cells in 
each of the tour departments (Forestry; Soil Conservation and 
Wat.ershcd Management; National Parks and Wildlife Conservation; 
and, Forestry and Plant Research) as well as with the four MFSC 
support Divisions (Monitoring 6 Evaluation; Forest Survey & 
Btat.istics; Extension & Communication; and, Training) as can be 
seen in Figure I V ,  A fifth department. Resettlement, was 
transferred to the jurisdiction of another ministry (Housing and 
Physical Planning). 

Planning capability at both the Ministry and Department 
levels needs strengthening. In the past, plans and biidgets were 
formulated at the center and subsequently disaggregated, often on 
a simple mathematical basis, as targets and inputs for District 
and sub-District level units. 

The Planning Division, established only 6 years ago, 
presently has a permanent (i.e.. established posts) staff of 4, 
consisting of two gazetted professional foresters and two 
professional officers of the Nepal Administrative Service, and 3 
foresters deputed to the Division. Under the recently approved 
revised organizational structure. the Division is to be composed 
of three sections: project formulation section: project 
coordination section; and, foreign aid section. The Planning 
Division has not had, until recently. an institutional 
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1 description oilduties and responsibilities, recognized staffing 
plan, or job descriptions for the officers working there. Its 
overall role has been established and recognized in the form of a 
litit o f  divisional functions elaborated at the time it was set 
up, These functions include: 

Assisting the National Planning Commission (NPC) in the 
preparation of periodic plans; 

Pormulnting annual program and budget proposals for 
submission to the Ministry of Finance and NPC; 

Pnrticipating with donor missions during project 
identification, appraisal and finalizing of agreements 
Lor assistance; 

Project admj nistration; 

Preparation of monthly accomplishment reports of the 
ministry; 

I r 

Compilation of expenditure and status reports of program 
accomplishment for periodic reviews; 

Preparing reports, briefs and other information papers 
requir~d by Cabinet Secretariat, National Panchayat, 
Ncitional Planning Commission, etc.; 

P,~rt.icipating in tripartite reviews, project performance 
reviews and other meetings; 

1 ) r o v i f l i n g  quirJ~?lines and  budget: limits to the departments 
fnr the preparation of annual district programs and 
budgets; 

Pgrticipdt.ing in program budgeting and project 
monitoring; and, 

Other activities as directed by higher authorities. 

number of important decisions have already been taken and 
more nre expected inow that formal HMG approval-of the Master Plan 
hg!; been given) which will have significant impact on forestry 
sect.or planning in Nepal. Early steps in implementation of the 
Mt~ster Plan include reviewing existing projects to adjust them to 
the long-term objectives and program framework identified in the 
Plan. Subsequently, it is expected that the MFSC will rigorously 
scrutinize new project proposals to ensure their fit within the 
Master Plan program framework. As the Master Plan has been 
prepared primarily on the basis of secondary data sources, some of 
which need considerable improvement as well as periodic updating, 
fl~tther development of the Plan, in a dynamic fashion, is 



foreseen. This updating will be closely linked to the five-year 
national planning process. 

The procese of institutional strengthening under the 
Masler Plan has already been started. Efforts have been focussed 
on the need fo'r vertical planning linkages from the field to the 
central level in order to improve the planning system and respond 
to HMC1s new mandate on decentralization. Accordingly, under the 
aegis of the Master Plan ~rojdct, a cadre of 22 MFSC staff from 
ministerial and departmental levels have been assembled and a 
multi-tiered training program launched. The prcgram includes a 
month-long local workshop, a structured course and study tour 
overseas, development of a district level forestry planning 
manual, and a final implementation planning workshop. This 
training effort will be continued as the Master Plan calls for 
continued gtrengthening of the institutional capability for 
planning at all levels throughout the MFSC. As such, this 
training exercise will serve as a foundation for follow-on work to 
be 11nflert.aken through this component of the Project. 

Thn Decentralization Act il982), and the subsequent' ' 
Dec(?nt.ralization Rules (19041, promote development planning and 
act.ion at the gras6 roots level in all sectors. The intention is 
to try t.o match local level needs and aspirations against 
available national resources, thereby better engaging local 
communities and their own resources in the development process. 
IJnder these provisions, local user groups will be formed to take 
responsibility for the protection, utilization and management of 
forest areas and to receive technical assistance from the Forest 
Department. As user groups begin to exercise these rights, 
community and private forestry activities could increase 
substantially and, concomitantly, the need for greater Forest 
Department extension capability. Furthermor'e, the process of 
decentralization recognizes that local development plans and 
inputs shoulfl be tailored to the location and group-specific 
needs ,  that. local development often requires an integrated 
approach, and that, as experience has shown, the centralized 
approach (top-down) of the technical ministries is not well suited 
t.o these purposes. While it is clear that the organizational - 

- 

flet.ails for enacting this mandate need to be further elaborated, 
- 

it is evident that the responsibility for facilitating and guiding 
the planriing (and implementation) function will fall more heavily - 

-. 

on t.he t.erritoria1 staff of the Forest Department, particularly - 
the District F'orest Officer (DFO). Most DFOs do not yet have r 
sufficient training in planning and are still unclear about this 
role, An effective, decentralized planning system within the - 
Ministry and its Departments will have to be devised and put into 

- - 
operation, guidance issued to the field and the local level staff 
trained in it6 operation. Hence, here again, given the impetus to 
d~centrnlizntion, greater coordination, planning, and programming 

- 

ekills ahroughout the MBGC will be required. It is clear tnat 
developing 6uch a hottom-up approach will take time. require - 



patient and well-informed guidance and support from ministry staff 
at all levels. and be subject to modification as experience is 
gained in its implementation. The mandate to do this is strong 
and undeniable, and ie illuetrnted most recently by the MFSC 
developwl paper on Operational Procedures for Implementing the 
Community Forestry Program (MFSC, April 1909) submitted to the 
World Bank as a precondition for final negotiations of the Second 
Comfiunity Fore~try Project (Hills). 

The Ministry of Finance (MOF) with support from UNDP is 
currently undertaking a projec-t to strengthen and systematize 
proyrnm budgeting and project monitoring procedures. This effort 
i~ nimstl at. :  developing analytical capability within the MOF and 
key line rninist.ries (including MFSC) to screen and prioritize 
projects within selected parameters; and, monitoring project 
r3nt?ncjal information and performance problems. The financial 
monitoring component is intended to help solve the problem of 
timely budget releases and lagging reports of project 
expenditures. thereby putting the resources in the hands of field 
staff as and when they are needed. The system. supported by; . . 
computer hardware and software. will ultimately link the MOF with 
other line ministries, the Prime Minister's Office, the Palace 
Secretariat, the Controller General's Office and the District 
Treasury Offices and enable users to: monitor status of 'project 
funding actions; detect delays. their causes and responsibilities. 
and actions necessary; generate reports on an on-line basis; and. 
provide for on-line interactive management advice and instructions 
to tlnw the system. This system is currently being-tested 
hy the MOP wit.h t o u r  technical ministries and the District 
l'reasury off ice in Ksthmandu. 

The MF'f.ll: ir, one of the four technical ministries included 
tinder t he  pilot. phase of the program budgeting project. Current 
plnns call for installing the system in the MFSC in the first half 
of 1909. All MPSC projects are expected to be in the data base by 
t h a t  t.irne. Tho UNL)P/MOF project will furnish the basic computer 
( I R M  Arl' with 40 ~neyabyte capacity, monitor. printer and on-line 
communication capability through a modem) and provide 4-6 weeks of 
on-the-job training in systems operations and applications. 
Specific adaptations in line with the applications needs of the 
MYSC are also foreseen. This system will be installed in the 
Planning Division which will have the mandate, including both 
responsibility and accountability, from the MOF. 

b. Constraints 

The Planning Division strives to carry out its mandate 
hut due to i ts wide rssponcihilities, heavy workload. limited 
staff, and inadequate training in some areas. it is often forced 
to work on many disparate tasks simultaneously to satisfy urgent 
Ministry needs, A great deal of data and information is collected 
for a wide variety of purposes. However, efficient data 



management systems ar~d technologies are missing and, thus, the 
information is often piecemeal, of varying quality and difficult 
to analyze. A significant number of additional responsibilities 
falling within the purview of a Planning Division, or shared by 
them, are not sy~tematically addressed, Currently weak but 
pertinent functions (responsibilities) include policy studies, 
institutional development issues l i e e m ,  further refinement of the 
MFSC organizational structure), economic and market research, and 
project/program planniag and analysis. These constraints may be 
sumqmrized as follows. 

I 

sec 
the 

E?-li,'y AnoJy~is and Stratesv Formulation: Issues of 
tor pollcy and strategy are. dealt with at the highest levels in 
MFSC, the National Planning Commission, the Ministry of 

Finance, and the Cabinet. The present sector policy environment 
may fairly be characterized as progressive given its strong thrust ' 

towards popular pcrticipation in community forestry. However. 
there is currently little staff capability to carry out effective 
economic assesfiments of the sector investment strategy or 
cofit./henefit. and financial analysis of alternative forest la?d-use 
opt.ions. In fact., there is currently only one Nepali professi'onal 
forest.er wit.h an advanced degree in forest economics and even he 
i e  not 0irect.ly nt-fnched to the Planning Division (presently on 
deput.at.ion t.o the Master Plan project). 

Prosrorn Formulation: Program formulation is also a -. 8 

~ ~ n i s t r y  ievei runction, carriea out by tne Planning uivision in 
close collat>oration with the Departments for the various - 
suhsectors (Forestry, Soil Conservation and Watershed Management, 
National Parks and Wildlife, and Medicinal Plants). These efforts 
have f ocwssed on distributing annual budget ceilings on the basis 
of an overall five-year plan. The approach has been too top-down 

- 

a n d  often unresponsive to priority needs and opportunities unless 
these could be addressed through external resources. 

Pro.cfi~-Rj~rlqetinq: Nepali foresters readily admit that 
proyram b<ilgeting has been the Achilles heel of even well-endowed 
donor financed projects. The Planning Division is faced with 
trying t.o accelerate release of funds bogged down between the 
myriad of donor funding practices and an overly bureaucratic and 
often unrefipon~ive nnt.iona1 budgeting process. In the past, the 
Only l'inancinl control has been refusal to release funds until 
ant.iquated accounting procedures have been completed. Failure to 
provide timely releases often handicaps implementation, especially 
in sector activities which are closely tied to the biological 
calendar, and, as a result, expenditures lag and the cycle repeats 
itself. 

- 

pr~iect Plfin-ninq and Analysis: Currently, the 
overwhelming bulk of p r o j a c t  ibantification, dasign and awlysis 

- 
- 

16 carried out by teamfi of expatriate consultants fielded by the 
concerned donor agency, Limited training in systematic analysis 



and, project planning and design is an important constraint to more 
active involvement by HMG professionals in this important 
process. This leads to an overly projectized approach to 
development, rrequently dependent on the well intentioned but 
misinformed interests of the honors, thereby further undermining 

sect.or planning process. With a program approach to forestry 
eect.or projects now clearly outlined by the Master Plan, it is 
imperative that project planning and analysis skills be 
strengthened to ensure both active (instead of reactive) MFSC 
participation in design as well as the careful integration of 
discrete projects into the broader program framework. 

project Monitorinq 61 Evaluation: Project monitoring and 
evaluation are now the re~ponsibility of the newly forniod 
Monitoring and Evaluation Division, to be supported by FINNIDA. 
The work of t.his Civision is of great importance to the Planninq 
Division in efrectiv~ly carrying out its mandate, particularly in 
t.he areafi of program budgeting and project formulation. A variety 
of project monitoring and evaluation systems have been developed 
in t.he forestry sector. In many cases, these are project specific 
systems t.hat are designed by funding agencies more for theii own 
purposes (e,g,, reporting project progress and impact to I1home 
offices") than for input into HMG planning and project 
formulation. The Planning Division is unable to easily'use this 
information and synthesize it in such a way as to guide future 
planning and decision-making. Projects have produced valuable 
reports and documentation, but the achievements of these projects 
have not been monitored or evaluated on a global or ongoing basis 
50 that lessons learned can be readily incorporated into future 
programs. An important exception is the monitoring and evaluation 
system developed by the HMG/UNDP/FAO Hill Community Forestry 
Development Project which can serve, with appropriate 
modifications, as a basis for developing Ministry-wide monitoring 
and evaluation capability. 

P . l . ~ n n j . u g -  C ; r - ~ ; l n a - $ q . m ~ . n t - ~ ~ h n o l o q - i ~ _ ~ :  An additional 
constraint contributing to each of the items noted above has been 
technological in nature. Current systems of information 
manngement and paper flow within MFSC are antiquated and reliable 
information upon which to base planning and management decisions 
is often not readily available. The recent successful 
introduction of computer technologies in Nepal opens important new 
avenues for strengthened planning ar~d management within the MFSC. 

c. Activities 

The activities of this component of the Pcoject will be 
centered in the MPSC Planning Division and carried out by the 
6t .aI f  of the Division with close collaboration and assistance from 
the long-term technical assistance personnel (Senior Planning 
Advisor an0 Parest Economist) supported by short-term expatriate 
specialist consultants and local consultants. The Chief of the 



Planning Division and the Senior Planning Advisor, who will act as 
Chief of Party for the technical assistance team, will have the 
responsibility for directing these activities. 

Ae this project is part of multi-donor support for the 
Master Plan programs, close liaison and cooperation will be 
maintained with the other donors (World Bank, Asian Development 
Bank, UNDP/FAO, FINNIDA, etc.) to ensure synchronization of effort 
and avoid unnecessary duplication. Particular care will need to 
be given to developing effective working relationships with those 
involved in supporting institutional development at the Ministry 
level (i.e., FINNIDA). It is proposed that routine contact among 
key personnel (both national and expatriate) be regularized 
through a series of bi-monthly meetings for which the Planning 
Division will serve in a secretariat function. Reports from these 
meetings will be circulated among all interested parties. 

1 The acqivities of this component will be implemented in a 
phased approach (see Section IV A )  geared 50 developing the 
overall planning function in accordance with the availabi1ity';of . 
personnel, technological and operational resources and 
capabilities as these evolve. Given the fact that these 
activities are predominantly institution-building in nature, 
inetitutional bench marks will l~e identified as part of the 
4et.ailefl implemsnt.ation planning in order to avoid overly 
eubjective evaluations of project achievement. Closely monitoring 
the inst.itut.ionfi1 achievements, both internally as well as by 
MMC/IlSAIL), will legitimize the degree of flexibility which is 
esssnt.ia1 for effective implementation of this project component. 
In efIect., t.he Planning Division, with project assistance, and , 

MMG/USAID oversight, will plan its own destiny and implement and 
monitor the same as a first concerted exercise in what will be its 
Ii~ture responsibility for addressing institutional development 
issues within the MFSC. 

The following is an indicative list of the activities to 
be undertaken in the component. The list is subject to further 
elaboration and improvement as well as modification in light of 
accomplishments of the ADB/FINNIDA supported extension of the 
Master Plan project which will run until June, 1990. The list is 
organized along the lines of the five major output streams 
outlined below, Unless otherwise indicated, the work will be 
carried out. by the project team; in the case of this component, 
this menns t.he Planning Division staff and their long-term 
expatriate advisors. 

o ~ ~ ~ ~ c i t h e n i n q  of the Plannins Division and the Planning System: 

- Carry out a study of the ministry-level planning 
function, its needs in light of Zaster Plan directives, 
on-going reorganization of territorial responsibilities 
concerniny community, private, leasehold and national forest 



programs, and the implications of the decentralization policy of 
HMG. Prepare a report making recommendations for a phased 
approach, including institutional benchmarks, for strengthening 
the Planning Divieion and the planning system as a whole. Utilize 
thia report ae the b a e i ~  Lor preparing a detailed implementation 
plan for yeare one and two and an indicative work plan for 
euhsequent years. This study will be updated bi-annually taking 
into account achievements and needs (TASK A-1). Note: These task 
numbers are linked directly to the implementation schedule 
presented in Section IV A as well as material in Section I 1  D 
(technical assistance input). 

- Formulate the terms of reference, guide and provide the 
services of a task force. comprising local consultants and HMG 
officials (9 person/months). to review job descriptions for 
each level of the Ministry involved in planning. This task 
force will also prepare guidelines to systematize working 
proceclures and improve the flow and accuracy of planning data 
and information within the Ministry (A-2). 

- Institute a training stratesy in the areas of policy knd 
planning, including masters degree fellowships, in-service 
training and short-courses for ministry, division and 
departmental staff. The latter will also take account'of and, 
as appropriate, provide inputs and support for closely related 
UNDP, DANIDA, and FINNIDA supported training efforts at the 
regional, district and sub-District levels (A-3). 

,. 

- Prepare and implement a procurement plan to increase the 
technological and operational capabilities for planning at the 
Division and Departmental levels (within the general framework 
set out in the overall project procurement plan). Procurement 
will include micro-computer based automated data management 
equipment (including Devanagari script facility, if feasible,), 
office equipment, typewriters and word-processing software, 
c c ~ l c u l a ~ o r ~ ,  photocopying facilities, files and recordkeeping 
equipment, telephone exchange facilities and vehicles ( A - 4 ) .  

o ~ ' u g  t it.i.~t.io~qlizat.ion of Planninq Functions: 

- Prepare briefing papers for various staff levels and 
units, in English or Nepali; to disseminate the findings and 
recommendations of the Master Plan. Arrange and conduct 
briefing/ttaining sessions as necessary to obtain field 
informed feedback on the Master Plan from throughout MFSC 
( B - 1 ) .  

- Nsview the data-base on which the Master Plan has been 
elaborated and implement a program to update and improve it 
( B - 2 )  

- Propare on annual Unit Work Plan to ensure the timely and 
incrensingly effective implementation of the functions 
presently assigned to the Planning Division (B-3). 



- Prepare terms of reference. guide, and provide the 
services of a task force which includes MFSC staff and local 
consultants, with the possible assistance of a specialist 
sxpatriate consultant, to review the program budgeting system 
currently being employed for the forestry sector. On the 
b a e i e  of this review. the task force will make detailed 
recommendations on an overall program budgeting system for the 
MFSC, The system will be well integrated and will generate 
data and information that can be readily utilized at various 
levels of scrutiny, from the field to the Department and 
Ministry levels (B-4). 

- Implement the program budgeting capability and facilities 
provided to MFSC through the MOF/UNDP project. Review the 
applications/adaptations potential for this system and 
initiate procedures for incorporating them (B-5). 

o &ldit.ionql Analytical Capability: 

- In consultation with the highest levels of the MFSC $nd,. 
in light of the recommendations of the Master Plan, the FOI~K 
Special Study Reports. the Community Forestry Management 
Workshop and. recent MFSC achievements in policy reform, 
prepare an annual working paper identifying the policy agenda 
for consideration in direct support of enhanced forestry 
programs, A preliminary listing of specific issues was 
outlined in Figure 111. Additional areas for consideration 
include: the forestry/range management interface; the - 
enhanced contribution/role of women in forestry development; 
recurrent cost.6 and sustainability of forestry programs; the 
effective promotion of leasehold and private forestry; and, a 
review of the judicial and policing powers of forestry field 
staff, Convene n two-day high level meeting, with appropriate 
field staff representation, to review the agenda, assign 
priority to the study and resolution of policy issues, and 
make reconlmenfations leading to such solutions ( C - 1 ) .  

- Undertake, as directed above. a series of policy analysis 
studies, drawing widely on the resources of MFSC staff and 
local consultants, as required, with a view towards analyzing 
the effectiveness of revised forest policy and support 
instruments (legislation, rules, regulztio~s and operational 
puidance) for HMG approval (C-2). 

I 

- Develop a working paper on the tools and procedures for 
program formuldtion with a.view to improving and refining the 
program recommendations made in the Master Plan. This paper 
would also identify the needs and course of action for 
ensuring the integration, and reformulation, if necessary, of 
all on-going projects within t he  framewoick of the  formufation 
of the eighth five-year plan ( C - 3 ) .  



- With the aosi~tance of a tipecialized expatriate 
consultant in forestry organizations, and local consultants, 
monitor implementation of the institutional development 
recommendations given in the Master Plan and prepare a paper 
on ths analysis of institutional development options for the 
Ministry (C-4). 

- Convene, under the leadership of the MFSC Training 
Divieion, a working group of MFSC and Nepal Administrative 
Service staff and local consultants on human resources 
development strategy for the Ministry and assess progress 
3egun under the Master Plan. The objectives of the group will 
he to review the staffing pattern. chain of command. job 
descriptions and qualifications, and medium to long-term 
staffing needs in light of the changes in MFSC structure and 
operations, This task would be carried out in close 
consultation with all relevant parties of MFSC and with 
F'INNIDA, DANIDA and other donors active in supporting human 
resource development programs ( C - 5 ) .  

- E'orm and operate an economic research working group hnder 
the guidance of the Planning Division comprised of MPSC staff 
(Planning Division and others) and local consultants, drawing 
on occasional specialized expatriate consultants and working 
in close collaboration with other HMG/Donor prqjects to give 
attention to priority special studies such as cost/benefit 
analysis, income and employmenL generation in the sector, and 
f orest products processing and marketing ( ( 2 -6 ) .  

o Project Plannins, Analysis and Evaluation: 

- Review experience in the sector and other closely related 
sectors (agriculture, water resources) in order to develop a 
MYSC project planning, analysis and design methodology as well 
as useful planning tools (standard formats, design check 
lists, apprvval matrix, etc) to facilitate and enhance new 
project design efforts (D-1). 

- Develop a series of short priority project idea/profiles 
representing some of the present gaps in implementation 
capahi1it.y for the various program projections made in the 
Mnstsr Pian. These profiles will serve as a tool for guiding 
future donor contributions to sector development in Nepal 
(D-2). 

- Planning Division staff will routinely participate in all 
major project identification and design efforts to ensure 
'their fit with program priorities. Furthermore. the Division 
will scrutinize small pioject design documents oi the forestry 
components documentation for planned integrated rural 
development projects (D-3)s 
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t r a c k  upcornirlg p r o j e c t  o v i l l u a t i o n c ,  l u r r ~ l i ; h  s t i r ~ i r ; t ~ y - l r t v u l  
o t n f  f ( r ;upplo tnanted  I f  n n c o t i s a r y  by l o c i l l  corif;ul t r l r l t , ~ ; )  1.0 
p n r t : i c i p n t o  In tnn jor  p r o j e c t  a v n l u a t i o n c  111; focar;it~lfj < ~ r r d  t;clrvfl 
a u  t h o  MFGC t : l o n r i n q  1loul;a t o r  t h o  r o v i o w  o f  i l l 1  p r o  jnct. 
o v n l u a  t i o n  r o p o r t s  (D-4). 

- C a r r y  o u t ,  w i t h  t h e  a s ~ i ~ t a n c e  o f  l o c a l  c o n c u l t o n t c ,  a n  
i n f o r r n n t i o n  n e e d s  a s s e s s m e n t  s t u d y  d i r e c t l y  r o l ~ ~ t u c l  t o  t h c a  
p l a n n i n g  s y s t e m  a t  a l l  l e v o l s  w i t h i n  t h e  MPSC. The  mtudy w i l l  
c l e f i c r i b e  a n d  a n a l y z e  t h e  p r e s e n t  p l a n n i n g  r e l a t e d  i n f o r n a t  iorr 
management  s y s t e m  a n d  i t s  p r o b l e m s  arid c o n s t r n i n t c  a n d  d c v o l o p  
a  p r e l i m i n a r y  n m t r i x  o r  c h e c k l i r t  f o c u s s i n g  o n  t h o  t i eodc  01 
t h e  v n r i o u s  s y s t e m  u s e K s  t o r  a c c u r a t e ,  t i m e l y  and  rclovarht .  
i n f o r r r m t i o n  ( E - 1 )  . 
- E s t a b l i s h  a n  o n - g o i n g  d i a l o g u e  w i t h  MPSC and  Depa r  t m a n t i l l  
p l a n n i n g  s t a f f  a n d  s e n i o r  d e c i s i o n - m a k e r s  t o  r e v i e w  t h e  a b o v e  

f r s t u r l y ,  f u r t h e r  i ~ n p r o v e  t h e  u n d e r s t a n d i n g  of information 
management  n e e d s  a n d  o p p o r t u n i t i e s ,  and  e n s u r e  t h a t  t h e  u s c r c  
w i l l  he t h o r o u g h l y  f a m i l i a r  w i t h  t h c  a d v a n t a g e s  a n d  
d i s a d v a n t a g e s  a s  w e l l  a s  t h e  c o s t s  alld b e n e f i t s  o f  mov ing  t o  a  
more  s o p h i s t i c a t e d  p l a n n i n g / p r o g r a m m i n g  i n f o r m a t i o n  s y ~ t e r n .  
Convene  a s p e c i a l  w o r k s h o p  t o  g e t  t h i s  d i a l o g u e  u n d e r w a y  (E-2). 

- C a r r y  o u t  t h e  i m p l e m e n t a t i o n  of t h e  p l a n n i n g / p r o g r a m r n i r l r ~  
i n f o r m a t i o n  s y s t e m  c o m p o n e u t s  w h i c h  a r e  1 .0  b e  t h e  
r e f i p o n s i b i l i t y  of  t h e  P l a n n i n g  D i v i s i o n  ( i . e . ,  p r o g r a m  
b u d g e t i n g )  i n c l u d i n g  b y s t e m  e s t a b l i s h m e n ' c ,  a c q u i s i t i o n  a n d  
i n f i t a l l a t i o n  o f  t h e  c o m p u t e r  e q u i p m e n t ,  d e v e l o p m e n t  o f  s y s t s m  
management  p o l i c i e f i  a n d  p r o c e d u r e s ,  t h e  o p e r a t o r / u s e r  t r a i n i n g  
p r o g r a m ,  a n d  a n  e q u i p m e n t  m a i n t e n a n c e  r e g i m e  ( E - 3 ) .  

T h i s  componen t  o f  t h e  P r o j e c t  w i l l  i n c r e a s e  a n d  i m p r o v e  
t h e  c a p a b i l i t y  o f  t h e  P l a n n i n g  D i v i s i o n  o f  t h e  MFSC. I t  w i l l  d o  
s o  by  f o c u s s i n g  o n  t h e  a d j u s t m e n t s  a n d  s t r e n g t h e n i n g  o f  t h e  
p l a n n i n g  s y s t e m  a s  a  w h o l e ,  g i v i n g  p r i o r i t y  t o  t h e  c h a n g e s  
r e s u l t i n g  f r o m  t h e  s h i f t  o f  f o r e s t r y  p l a n n i n g  a n d  i m p l e m e n t a t i o n  
r e s p o n s i b i l i t i e s  t o  t h e  t e r r i t o r i a l  s t a f f  (MFSC D e p a r t m e n t s )  a n d  
t h e  i m p l i c a t i o n s  o f  t h e  D e c e n t r a l i z a t i o n  A c t .  T h i s  c o m p o n e n t  w i l l  
b u i l d  o n  t h e  e f f o r t s  t o  s t r e n g t h e n  t h e  p l a n n i n g  f u n c t i o n  b e g u n  
u n d e r  t h e  M a s t e r  P l a n  p r o j e c t  i n  w h i c h  p l a n n i n g  n e e d s  a n d  
p r o c e d u r e s  w e r e  a n a l y z e d  a t  t h e  m i n i s t r y ,  d e p a r t m e n t a l ,  r e g i o n a l  
a n d  d i s t r i c t  l e v e l s .  

T h i s  componen t  w i l l  a l s o  a s s i s t  t h e  P l a n n i n g  D i v i s i o n  t o  
c o n c e n t r a t e  i t s  l i m i t e d  r e s o u r c e s  o n  t h e  h i g h e s t  p r i o r i t y  t a s k s .  
Thefie i n c l u d e :  c o n t i n u i n g ,  e l a b o r a t i n g  and  p e r f e c t i n g  t h e  s e c t o r  



pla~~niny model developed by the Master Plan; improving the quality 
of the data an8 information being collected and the procedures tor 
doing so; continuing to build the analytical capability and 
tochnoloyiefi for utilizing thaJ data in support of 
Qecision-making; and, making the planning function rnore responsive 
to tho needs of resource managers at the national, regional, 
district nnrl sub-District levels. Substantial human resources 
development and training will be fundamental to rapid 
implementation of decentralized planning procedures. Fellowships 
and on-the-job training will be vital for central division staff 
who in turn will have to provide in-service training for field 
atnEf, Project and division staff will also provide inputs to and 
nct ;  ao  rn1;ourco peroonnel unrlor the coordinated training scheme to 
bo undertaken by the new MFSC Training Division. 

Expected achievements and outputs will include: 

o l'he strengthening ot the MFSC Planning Division and the 
Goctor planning systeln with special emphasis on the priority 
programs outlined in the Master Plan. Increased numbers .of . 
citpablo 6t.ntf wi.11, over the life of the project, be available 
to strengthen the various units witnin the Pianning Division 
(including tho eventual addition of a policy development and 
macro-planning unit) ; 

o Competency in and ins'itutionalization of current 
initiatives in ovorall sector planning and program budgeting; 

o I)c?volop~nr?r~t of arlditional analytical capability within 
the Planning Uivi~ion, particularly for policy analysis, 
program forlnulation, and special studies related to 
institutional development issues, and program integration with 
other miriistries for area development efforts. Special 
attention will also be directed to skills development in 
economics and market research, income and employment impacts 
of forestry programs, and torest products processing; 
opportunities; 

o Strengthened project planning, analysis and evaluation 
capability within the MPGC resulting in increased MMG input 
into project identification and design and donor coordination; 
and, 

o D e v s l o p m ~ n ~  of an affective program budgeting system with 
appropriate data processing technologies and equipment, 
providing ready access and reliable transfer of management 
information within the Ministry, between the Planning Division 
and the Departn~~nts, thereby facilitating analysis, 
decision-making and future planning. 



3 .  Cornponen t I I : Improved S t o v e  Proqram Component 

I n  n f 3 i g n i f i c a n t  number of  r u r a l  c o m m u n i t i e s  t h r o u g h o u t  
t.he c o u n t r y ,  t h e  Luelwood supply-demand e q u a t i o n  has  r e a c h e d  a  
d s f i r c l t .  f i i t u a t i o n ,  c a u s i n g  h a r d s h i p  t o  t h e  p e o p l e  a n d  e x a c e r b a t i n g  
t.he l o n d - u e e  a 6 g r n d n t i o n  p r o b l e m .  I n  towns and  v i l l a g e s  a s  w e l l ,  
W ~ Q ~ H  Iunlwoocl i e  p u r c h a s e d ,  s l o w l y  r i s i n g  p r i c e s  a r e  e x e r t i n g  a n  
economic  h a r d s h i p .  G i v e n  t h e  p r e s e n t  t r e n d s  i n  s e c t o r  
d e v e l o p m e n t ,  i t  would a p p e a r  t h a t  t h e  s u p p l y  and demand s i t u a t i o n  
w i l l  l i k e l y  d e t e r i o r a t e  f u r t h e r  b e f o r e  t h e  e f f e c t i v e n e s s  of  t h e  
c u r r e n t  C o r o s t r y  p r o g r a m s  c a n  be b r o u g h t  t o  b o a r .  A c c o r d i n g l y ,  
many p e o p l e  woulrl b e n e f i t  f rom a  fue lwood  c o n s e r v a t i o n  o r  
s u b s t i t u t i o n  p rogram.  Owing t o  t h e  p r e d o m i n a n c e  of  wood-burn ing  
s t o v e s  t h r o u g h o u t  N e p a l ,  t h e  M a s t e r  P l a n  h a s  recommended a  
c o n t i n u a t i o n  O F  t h e  improved s t o v e  p rogram.  USAIDINepal h a s  
c h o s e n  t o  r e s p o n d  t o  t h a t  r ecommenda t ion  b e c a u s e  of  a n  a b i d i n g  
i n t e r e ~ t  i n  and  c a p a b i l i t y  of t h e  U n i t e d  S t a t e s ,  and modes t  p a s t  
U:;AlD succeGGas w i t h  improved c o o k s t o v e  p r o g r a m s .  T h i s  component  
h a s  hoen b a s e d  on a  U G A I D  s t u d y  of p a s t  and  p r e G e n t  c o o k s t o v e "  ' 
p r o g r a m s  i n  Nepa l  (Wood, 1 9 8 7 ) .  

C u r r o n k  e s t i m a t e s  of b i o m a ~ s  f u e l  c o n s u m p t i o n  i n  Nepal  
a r e  cough ,  s i n c e  no r e l i a b l e  s u r v e y  h a s  e v e r  been  c o n d u c t e d .  I n  
u r h o n  a r e a s ,  a n  o f t e n  q u o t e d  f i g u r e  of fue lwood  u s e  i s  one  c u b i c  
m e t e r  p e r  p a r s o n  p e r  y e a r ,  wh ich  by f o r m u l a  c o n v e r t s  t o  a  more 
p r e c i s e - s o u n d i n g  f i g u r e  of 248 kg.  I n  r u r a l  r e g i o n s ,  fue lwood  
consumption may be rrlore t h a n  t w i c e  t h i s  amount d u e  t o  t h e  need f o r  
s p a c e  h e a t i n g  and o t h e r  f a c t o r s .  

P a t t e r n s  of a n e r y y  u s e  a r e  c h a n g i n g  r a p i d l y  i n  u r b a n  
a r f ? n s ,  A G  fue lwood  p r i c e s  r i s e ,  t h e r e  is  a  g r o w i n g  t r e n d  of 
o w i t c h i n g  t o  k e r o ~ e n e  and e v e n  t o  e l e c t r i c  h o t p l a t e s .  I n  t h e  
p o o r e r ,  p e r i u r h a n  r e g i o n s ,  more p e o p l e  a r e  u s i n g  s t r a w  and r i c e  
h i ~ u k r , ,  o i t . h s r  a l n n e  o r  cornbiried w i t h  wood. Animal dung  i s  user1 
e o n s o n n l l y  i n  the l ' o r n i ,  ~ 6 p e c i a l l y  when c o o k i n g  o v e r  smokey f i r e s  
c a n  be done  o u t - o f - d o o r s .  W h i l e  most  of t h e  e n e r g y  i s  u s e d  i n  t h e  
p r e p a r a t i o n  o t  human f o o d ,  J o s h e e  ( 1 9 8 4 )  e s t i m a t e s  t h a t  a s  much a s  
1.6 p e r c e n t  may be  u s e d  t o  cook f e e d  f o r  l i v e s t o c k .  

T h e r e  is  no q u e s t i o n  t h a t  i n  N e p a l ,  a n  a p p r o p r i a t e l y  
d e s i g n e d  c o o k s t o v e  i n  good c o n d i t i o n ,  when p r o p e r l y  u s e d ,  c a n  s a v e  
a s i g n i f i c a n t  a m r u n t  of b i o m a s s  f u e l  coalpared t o  most  t r a d i t i o n a l  
s t o v e s .  I n  many p l a c e s  t h e  s a v i n g s  c a n  b e  a s  h i g h  a s  4 0  p e r c e n t .  
However ,  t h e  q u n l i f i e d  n a t u r e  o f  t h i s  s t a t e m e n t  i s  i n t e n d e d  t o  
c o n v e y  t h e  c o m p l e x i t y  of  t h e  i s s u e  and t h e  g r e a t  d i f f i c u l t y  i n  
p r e f l i c t i n g  t h e  r e s u l t s  of  a n y  c o o k s t o v e  p r o g r a m .  

The c e r a m i c  l i n e d  improved s t o v e r ;  c u r r e n t l y  promotec? i n  
Nepa l  have  n e v e r  been  p r o p e r l y  e v a l u a t e d  i n  t h e  f i e l d .  A c c o r d i n g  
t o  e u r v e y s ,  moet s t o v e  u s e r s  r e p o r t  a  f u e l  s a v i n g s  a v e r a g i n g  1 2  t o  
50 p e r c e n t ,  b u t  t h i s  h a s  n o t  been  c o n f i r m e d  t h r o u g h  i n d e p e n d e n t  
t s s t s ,  On ly  i n  o n e  i n s t a n c e ,  f r o m  a  s i n g l e  h o u s e h o l d  i n  G o r k h a ,  



have new and traditional stoves been compared (Shakya, 1985). In 
a series of measurements spannings 60 days, there was a consistent 
fuel saving of 10 percent using the improved ctove. 'However, the 
amount or fuel ~ a v e d  in any particular household depends on more 
than the type or etove used. Other factors include the type and 
condition of Puel, the type and amount of food prepared, the 
duration of each stove use, the types of pots used,'and the skill 
and thriftiness of the cook. It is also important to recognize 
the amount of fuel used to prepare snacks, heat water, cook 
livestock feed, and other tasks that may not involve the improved 
stove at all. 

To eetimate fuel savings within an entire community, it 
is necessary to know the number of households using stoves, the 
frequency or that use, and the condition of the stoves. For 
long-tsrm eotimat66, there should be evidence that damaged stoves 
ore repaired and old ones replaced, Even if community savings can 
be eetablished, it doeti not follow that the same results could be 
achieved nationwide. In Nepal i t  is probably neither possible nor 
even de6itable that every household abandon its traditional stove 
in favor of a more fuel-efficient model. In the context of 
Cuelwoorl management, the cookstove programs in Nepal will best 
serve as a temporary measure to reduce fuel demand in strategic 
areae 60 that aZCoroetation programs can achieve their fullest 
impact. 

Nepalsse women use several different types of cookstoves 
and hear ths, accorrl ing to their needs and resources. 'I'hese should 
be recognized and understood before any new, "improved stoves" can 
be evaluated. 

~ q % z l i ~ r > _ q r ] ~  hearth. In the high mountain aress. much of 
the cooking a n d  space heating are provided by a centrally located 
hearth in the main living area. A flat, shallow ash pit is dug 
into the floor and lined with stones. I n  the center of this area 
three large stones are anchored deeply in the earthen floor to 
hold the pot. 

Amlu. 'l'tiir; is a sturdy iron tripod that supports a pot 
f c > r - c c r ~ f c i n c ~ - m a l i i - m 6 ~ a T o d b ~ T m o  snacks, or which may be used 
exclusively to prepare livestock food. Often this hearth is also 
important for space heating in winter. 

U-Uf t ~ . ~ . _ r t h u l o 6 .  Women throughout the l'eta i and 
Middle Hille nrsa commonly use special cookstoves made from 
carefully tielectsd clay mixed with chopped straw and sometimes 
ale0 with cow dung. The size and arrangement of potholes varies 
according to the needs and wishes of the user. With most chulos, 
two pots may be heated simultaneously. The heat under each pot is 
i s g u l ~ t ~ d  6 i m p l y  by ahifting tne position 09 the f u e l  bed. There 
may be ndnitional chulos to handle very large or small pots. In 
most caces, the pot rests on three or four raised supports to 



allow exhaust gases to escape from around 
in these stoves may include wood, straw, 

the bottom. Fuel burned 
dung. and rice husks. 

& . e J u  (IIbhuseH) chulo. Made from heavy scrap metal, 
thone portable ctoves are common in towns where dry rice tiuskc are 
available. Rice husks are said to be an acceptable low-cost 
alternative to fuelwood. 

W - ~ ~ g t o v e 6  are becoming increasingly popular in 
-- ~rt )arr 'h ' t rrnes - i5 l~ ' - - re~~ l i -C 'F . '~T1ese  include multi-wick and the 

more popular pressurized models. Replacement parts are generally 
available. Most models are imported. 

Electric hot Plates ace widely used in urban regions for 
heating water and other quick jobs. For normal cooking they are 
considered too slow and too expensive. Locally made ceramic 
hotplates are readily available and relatively inexpensive. 
Imported electric stoves can be purchased in Kathmandu but are 
quite expensive. 

The two most widely distributed uimproved" cookstoves in 
Nepal are virtually identical in all but a few details. Both 
feature two flat potholes aligned in series. Both also have a 
ceramic interior lining, ceramic chimney, and a thick-walled, clay 
body. The m2..~t Stove was first proposed in 1981. In-country 
development and te~ting were carried out at RECAST (Research 
Center tor Applied Science and Technology). The stove is composed 
of ~everal separate sections. The first section is a firebox with 
fuel entry and a pothole for a large pot. It is connected by a 
short tube to a second unit containing a smaller pothole and a 
prominent baffle to increase convective heat transfer to the 
smaller pot. Exhaust gases then pass through a narcow connecting 
tube to the chimney pipe. The small connecting tube is 
deliberately narrow so as to function as a passive damper when the 
chimney is hot. Early field evaluations of this stove led to 
esverol deeign changes: the fuel entry was reinforced; the 
potholee were slightly enlarged; and, the chimney cap was replaced 
by a terminal tee. 

The U~~-Magen-ChuJ._o_ also appeared in Nepal during 
1901-82. I t  combines two potholes in a single unit, The baffle 
elopee gently up from the combustion chamber to reach its highest 
point near the middle of the second pothole. Gener.al proportions 
are almost idsntical to those of the lnsert Stove, including 
overall height and width, pothole diameters, and the distance 
between potholes. 

Both stove models can be produced only by experienced 
p o t t e r s  who have lesrned t o  achieve cot is ir tcncy in t n e  final 
dimensions. Stove bodies and chimney sections are thrown on a 
whoel. The stove bodies are then partially dried before beiny 
givsn their Cinnl Corm. Detailed production analysis for the 



Insert Stove ahows a total production time of 3 hours/stove, 
including clay preparation, drying, and firing (Joseph, 1984). 
Production of the New Magan Chulo ic said to be more time 
conuuming, but no such detailed analysis has been made. 

Both stoves require skilled installation. Ceramic parts 
are aligned and covered with a thick clay body. This may protect 
the internal parts from accidental damage, but probably does not 
eigniticantly reduce ceramic heat stress, nor does it make the 
6tove any more efficient (in fact, just the opposite may be 
true). Instructions to installers of the Insert Stove specify a 
layer of mud mixed with rice husks or straw to be applied against 
the outside of the ceramic body. The New Magan Chulo receives 
only a uniform mud covering. 

Since 1981, nearly 35,000 improved cookstoves have been 
dietribute4 in Nepal, Most of these have been promoted through 
the efforts of at least 11 different projects funded by six 
independent agencies. Although nearly half of these projects no 
longer function, more stoves were reported to be distributed in 
1906-87 than in any previous year. 

The number of improved cookstoves currently in use is 
difficult to determine. In some regions, as many as 40 percent of 
all stoves are abandoned during their first year. Those remaining 
gradually fall into disuse through lack of flue maintenance, 
accidental in~ernal breakage, normal wear, and other factors. Few 

- stoves survive beyond foug~le;,rz. Of the 35,000 stoves 
r ~ i s t ~ b u t - e d t o d ~ t e - ~ < ~ b a b l ~  fewer than 16,000 (45 percent) 
remain in regular use. Most of these are located near urban or 
semi-urban centers. 

The retail cost of a ceramic- liner1 stove and ceramic 
chimney r ~ n g e s  from NHs. 60 to Rs. 100, not includiny transport. 
Installation adds another Rs. 10-20 (current exchange rate 27.8 
per US Dollar) for materials and labor. While the firla1 price is 
not high by international standards, it is far beyond what most 
Nepalese families are willing or able to pay. Consequently, stove 
projects themselves have absorbed 80-95 percent of the direct 
costs. The receiving family usually carries the stove from a 
central distribution point to the home, and provides the clay and 
other materials necessary for installation. The recipient may 
also pay for the services of a trained installer. But, because 
the owner's investment is so small, the stoves are widely regarded 
by their owners as essentially free. 

In some areas, follow-up studies are conducted regularly 
by the CFAD to chock on the use and condition of its own recently 
inetdllod cookstoves. Nearly all other projects have ignored the 
nesd for follow-up information, claiming lack of manpower, funds, 
or interest. Some funding agencies and project managers have been 



- -- 
alarmed by recent private studies indicating a high rate of stove 
disuse in certain areas. F -- 

- 
Field extension and promotion activities, normally 

conuidered essential components of cookstove dissemination, 
.r .- 
- 

receive little attention in most Nepalese programs. In each of 
twelve districts. the CFAD employs a full-time stove promoter - 

charged with specific responsibilities. The Terai Community --- 
= 

Poreetry Program assigns extension agents to serve both as 
llCorestry m ~ t i v a t o r s ~ ~  and stove promoters. In both cases the jobs r 

are considered temporary and the annual turnover rate is high -- 
-~ (over 25 percent). Many agents find excuses for not venturing far - - 

into the Cielfl; other6 are hampered by the unwillingness or - 
inability of higher authorities to release even the barely 
eutCicient travel funds allowed by the HMG. Even under the best - -  
citcurnstnnces, there is too much work in most districts for a - 

L- 

single agent to handle. - 
When newly recruited stove producers, promoters, and 

installers are ready to take their orientation training, the CFAU 
is prepared with a detailed training manual. Structured learning 
objectives and daily activities are presented in logical 
sequence. Properly followed. the manual can help provide many of 
the skills needed Lor a person to function as an effective field 

.-- agent ----.... for . t h e ~ t . ~ ~ ~ J r o _ g r a m ,  -- J&f or tunately, no other cookstnve 
project in Nepal has taken advantage of these training procedures. 

b, Constraints 

The collective achievements of the Nepal cookscove 
programs over the past five years are impressive. Marly 
significant hurdles in stove design, production, and early 
dissemination have been largely overcome. While in retrospect j :  
is easy to identify mistaken judgments and other errors, clearly 
the decisions in the most active programs were reasonable 
according to the best information and resource available at the 
time. 

Massive. two-pot stoves with chimneys appear be a good - 
cornpromitie or cost, performance, and durability. They are 
currently being used and maintained effectively in several 

- 
- 

thoueand Nepalese households. In general, however. these stoves 
ars inappropriate tor a large segment of the population for a 
number of reasons. - . - 

They ace not energy-efficient and, in actual use, 
probabiy save little wood compared to the traditional chulo. They 
do not handle the variety of fuels that people burn, nor do they - .  

provide both spacz heating and cooking neat. Tney are unsuitable 
for preparing certain traditional foods. Ceramic parts may be too 
heavy and too fragile for transport over rugged terrain. 
Dissemination is hampered by the need for skilled installers, thus 



failing to take advantage of many Women's stove-building skills. 
They require regular maintenance and cleaning, the latter 
distasteful to many women because of caste traditions. 

F1ollow-up uurveye indicate high initial user 
dieoatisfaction with the stovec. Often this can be traced to poor 
inutallation, unrealistic user expectations, insufficient 
motivation or extension, improper use or maintenance, or other 
factors. Duo to inevitable wear from daily use, the life of a 
ceramic-lined stove averages about 2.5 years. At present, nearly 
all new cookstoves are distributed through projects. Were project 
funding discontinued. the improved cookstove program would be 
severely handicapped. There is a need to build up a 
self-sustaining system for production and dissemination. 

To date. whether for institutional, financial, or other 
reasons, development and testing of cookstoves have so far 
received little serious attention. The lack of extensive and 
continuous research has prevented stove programs from advancing as 
rapidly as they should. For the New Magan Chulo, there is no 
nvnilable record of development or tasting. In the case of the 
lneert Gtove, all of the in-country research was handled by 
RECAST. The work was thorough and competent, but performed 
sporadically and often with considerable delay, There was little 
follow~t-hrocrg~a~d*'ii~-Eid~e'irdGt initiative. 

The policy of free or subsidized stoves in virtually 
every project has made possible the rapid dissemination of 
expensive stove6 to people who would be unable or unwilling to 
purchase them at cost. This strategy may have been appropriate in 
the early pilot phases of dissemination. However, the negative 
consequences are now becoming apparent. Expense is a.major issue: 
cont inuecl subsidies a lone would require an annual IIMG expenditure 
of HE, 100 million, The policy discourages valuable 
entrepreneurial involvement and fosters an attitude of dependency 
on government. 

Cookstoves are being disseminated without any extension 
or follow-up.work. For women accustomed to cooking on their own 
traditional stoves, the ceramic-lined stoves mean modified cooking 
practices and unfamiliar maintenance techniques. However, most 
program managers fail to appreciate the need for extension 
services, believing that if the stoves are good, they will be 
accepted. 

The Seventh Five-Year Plan sets a goal of 160,000 
improved stoves to be distributed by 1990. The cost of such an 
efLort, estimated at Rs. 100 per stove, was thought to be more 
than ofIset by the savings in fuelwood, assuming the new stoves 
consume only half the fuel of traditional chulos. While these 
part.icular yoals are admirable, they have ill-served cookstove 
development efforts in Nepal. Several problems are apparent: 



costly stove models are justified on shaky economic grounds; 
emphasis on numbers discourages follow-up; and, unrealistic 
targets are demoralizing for program personnel. 

Cooketovo programs can 6till play an important part in 
the conservation of forest resources in Nepal. However, in order 
to do so, a number of recowmendations were put forward by the Wood 
study. They are outlined below as a technical and institutional 
package to be addressed by this component of the Project. 

o There is a need to develop new stovcs which take 
advantage of existing stove-building traditions. 'The 
possibility of nodifying the traditional chulo for greater 
fuel efficiency suggests a stove which is both inexpensive and 
easily disseminated. 

o Dovelop epecial stoves capable of providing for both 
cooking and space heating needs of the hill-area households - 
a difficult but necessary task. 

o Tho New Mayan Chulo has several disadvantages - weight, 
cost and production time, and insufficient improvements to 
merit its being promoted in favor of the Insert Stove. 

o Proceed cautiously in the dissemination of the Tamang 
Stove, A thorough survey is needed to measure actual fuel 
consumption. 

o Develop and promote fuel-efficient biomass stoves for use 
in roadside restaurants and tea shops - applying the same 
design principle, i.e., modifying traditional models. 

0 Conduct nn extensive survey to better understand the use 
and performance of traditional stoves. This will provide p 
standard of stove performance against which new models can be 
judged. 

o Cookstove dissemination can be enhanced by ide~itifying 
priority zones where fuelwood scarcity is acute, by seeking 
alternatives to high subsidies, and by mounting an aggressive 
promotional and marketing campaign. 

o Eetablish a strengthened and sustainable program for 
cookstove davelopment, including the following elements: an 
expanded corps of cookstove extension agents - properly 
selected, trained, equipped and motivated; active 
participation of other public agencies; an effective network 
of voluntaars; ;rid, broad phrticipation from che private 
sector. 



c. Activities 

The Community Forestry Division of the Department of 
Foreeta will be the primary implementing agency for the improved 
stove component and the institutional home lor MMG staff and 
expatriate advisors assigned to this activity. However, it will 
broadly share its responsibilities with several other local 
ngenciee through formal and informal arrangements. 

Stove design and testing will be carried out with RECAST 
or other appropriate institutions/firms working under' a series of 
highly specific, short-term contracts. Extension services will be 
provided by several different organizations, either as part of 
their ongoing work or under special contract to the project. 
Stove promoters may be linked to the Department of Forests, 
women's organizations. local or foreign volunteer organizations, 
or any other group operating in the field. Training,.promotion, 
and dissemination activities will similarly seek to include many 
specialized agencies as appropriate. While this may,be difficult 
at times, the aim is to effectively tap local skills and resources 
and to strengthen the base of the cookstove program. 

The improved stove program is based on a demand driven, 
market based strategy for stove production and 
dis6emination/marketing. While the Department of Forests and 
other HMG organizations will be actively involved in pilot 
programs and in publicizing the use of improved stoves, private 
sector based production and marketing, with a phased diminution of 
subsidies, is seen as the only viable long-term strategy for 
improved stove development. 

The most important activity stream under this component 
entails the development of new stove models and then optimizing 
the commercial, private sector production and marketing system. 
The second activity stream involves cookstove promotion including 
the careful development of dissemination strategies supported by 
training and extension. The third activity stream involves an 
ongoing program of cookstove development and a refining of 
production aqd marketing strategies based on experience gained 
under the program. Each of these elements is described briefly 
below. organized in accord with the three output streams. 

o Development, Production and Marketing of New Stove Models. 

- Stove Performance Survey. An extensive survey will be 
conducted on the performance of traditional and improved 
cookstoves as they are used in homes. Although the study will 
focus on stoves used for preparing meals. i t  will also include 
stoves and hearths used for preparing livestock feed, making 
raksi, heating and/or smoking snacks, and for other purposes. 
Collected data will include the length of cooking times, the 
amounts of fuel used, and the types of fuel used in various 
season6. The study will be comprised of many short series of 

.-- -. - c o m s c . u ~ - ~ ~ - y - . ~ l a ~ ~ e e  over a period of several months 



in selected households. Assistance in the field may be sought 
from such groups as local NCO's, the Women's Development 
Section (Ministry of Panchayat and Local Development), 

- In~-~k4yte_ol--Fg~.eetc -&ca-u and studentr;, and the U.S. Peace 
--.=rpe, Haeponelbil -? ty for organizing the study and handling 

the data may be subcontracted to a local consulting or 
research firm (A-1). 

- Develo~megt of new stove models. A new generation of 
cookstoves will be designed and tested, first ia the 
laboratory and then more extensively in selected homes. Early 
emphasis will be on modifications to the traditional stove to 
enable shorter cooking time and more conservative use of 
fuel. Other models to be developed will include commercial 
and institutional stoves and chimneyless stoves that can 
provide both improved combustion and effective space heating. 
Field testing will be designed to serve two functions: 
refinement of design; and, development of dissemination 
strategies (A-2). 

- &iIbfldll9--~i~,u413~* A Lull, professional marketing survey 
will include an evaluation of the consumer base, marketable 
features of each stove model, possible pricing structures, 
development of sales and distribution networks, and 
recommendations for cookstove promotion. Special attention 
will be given to the elimination of stove subsidies. Market 
conditions in Nepal are unique, owing to the remoteness and 
isolation of many target consumer groups. It will be useful 
to study market research done for cookstove programs 
elsewhere, but these cannot be relied upon too heavily ( A - 3 ) .  

- m d u c t i o n  SUPPOCJ. Each stove model developed will be 
engineered for cost-effective production and marketing. 
Production studies will be undertaken using standard 
procedures already developed for a number of cookstove 
programs, Special attention will be given to the potential 
procluction rates, costs, and quality. The complexity of these 
studies will depend entirely on the stove design; but in most 
cases they are expected to be relatively simple ( A - 4 ) .  

o Cookstove promotion. 

- pis[;emii~tion strateqy. Each cookstove model must have 
its own tailored dissemination strategy based on its design. 
materials, the target population, and other factors. For 
example, a special support for recessing pots into a 
traditional stove can be marketed exactly like any pot or 
b r i p o d ,  but thero must a150 be s t z o n g  extension services to 

- 
sncourage women to build i t  into their own chulos. Other 
etoves, such as a metal space-heating unit, may require no 
sxtension support whatever. The various dissemination needs 
or each stove model will become evident during their initial 
development testing (B-1). 



- Traininq. Training will be an esGentia1 project activity 
aimed primarily at extension personnel, but possibly also 
including stove installers, producers, and others. Special 

-. - -wor3rnhqpiJ'-or -mwuqe+s-o4-4ssociated cookstove projects also 
will be planned. In many cases. training structure a n d  
materiale will be based on the successful model already 
developed by the Community Forestry Development Project ( 8 - 2 ) .  

- Bxten61nn. A dynamic extension program will be aimed at 
kseping all field personnel well-informed and highly 
motivated. This essential activity will involve frequent 
direct and indirect contacts and creative incentive programs. 
It ehould result in improved user confidence and acceptance of 
new cookstove technologies ( B - 3 ) .  

- Can~umer awareness and cookstove promotion. A dynamic 
and sustained publicity campaign will be an essential 
component of this project. Its aim will be to make the 
cookstoves irresistibly attractive to broad segments of the 
Nepalese population, according to consumer priorities as 
revealed by market research. The campaign will be broad and 
imaginative, using normal information channel5 aF well as 
highly visible printed materials, demonstrations, and other 
means as appropriate. Active involvement will be sought from 
public and private agencies which have their own extension 
programs. This cowponent will have detailed short and 
long-term goals, and will target specific consumer groups. 
Implementation and coordination will be the full 
responsibility of a single person, who may also tie given the 
job of motivating project extension personnel ( 8 ' 4 ) .  

o Ongoing Cookstove Development. 

- Continuous cookstove, developmentt. Throughout the project 
i t  is expected that technical problems will arise that demand 
attention, Optimizing fuel efficiency, convenience, 
durability, and cost will take time and effort. This will be 
the responsibility of a designated national stove development 
center (probably RECAST) acting in close collab,oration with 
major cookstove projects. It will supervise laboratory 
davelopment and field testing, and will also serve as a 
repository of field instrumentation used in the project. The 
center will operate under contract with the project funding 
agency ( C - 1 ) .  

cook 
Deve 

Maintenance of existinq CFDP Program. The existing 
stove dissemination program of the Community Forestry 
lopmefii P c o j e c t  wiil be maincained and possibly expanded 

in those areas where the Insert and Tamang stoves have shown 
particular success, and where the models seem well adapted to 
local needs and resources. However, project subsidy will be 
gradually phased out and dissemination will be shifted as 



rapidly as possible to the private sector. Potent.ia1 ~ t o v e  
customers will be given the choice of purchasiny chimney 

-- - s e c r i - o n s f i ~ u i l ~ ~ * ~ i ' ~ T w n  chimney at a congiderable 
oavings. Detailed, illustrated instrvctions for chimney 
conetruction wf 11 bo prepared by the project arrd made freely 
available (C-2). 

d. Results 

HMG, with donor support, has been engaged in the 
promotion of improved cookstoves in Nepal for some time. Their 
aim has been to reduce fuelwood demand through more efficient 
operation and to improve the indoor environment by evacuating 
smoke through a chimney. 

There is little doubt tbat fuelwood demand in Nepal could 
be sub~tantially reduced. What is needed is a combination of good 
technology and an energetic dissemination strategy, applied over a 
period of ten or more years and accompanied by major achievements 
in afforestation, Only an integrated approach such as this 
nppearu to have the potential for long-term significat~ce. 

Cookstove projects in Nepal have so far been ambitious 
but too narrowly focused. They fail to meet the needs of a 
diverse population, and they ignore a rich, indigenous 
stove-building tradition. Most programs have taken a very casual 
approach to stove design and dissemination. The universal 
granting of l3rge stove subsidies poses a serious threat to plans 
for program expansion. Despite some very fine achievement5 with 
ceramic-lined stoves, the national effort now faces major 
chal lenges . 
Outputs of this component of the Project will be as follows. 

o Achieve designs for new domestic and commercial cookstoves 
which meet criteria for high fuel efficiency, low cost, user 
appeal, and marketability for specifically targeted ethnic 
groups and ecological zones and for all the peop'le of Nepal. 
( 3  new rlepigns by year two, 6 by year three) 

o Develop ~t-rategies for production and dissemination of 
specific cookstove models through a systematic series of 
limited pilot programs, leading to largely self-sustained, 
commercially-based, private sector systems that can survive a 
phased withdrawal of project support. 

o Produce and distribute new stoves (indicative targets: year 
t w o - 5 0 0 ;  year thraa-4000; four-10,000; a n d ,  year 
five-15,000) 

o I n  accomplishing the above objectives, evolve a sustainable 
and wsll-ir~teyratcd program to carry on promotion. 



I n  t h e  m i d ~ ~  of  c u c c e s s t u l  imp~ornr?r i t , ; l t . ior~ o t  n s t  ruc t . : u r ' a l  
ad j u s t r n o n t  p roqrarn  n u p p o r  l e d  by t h e  IMP anrl Wor ld  Uarik, N f ? [ ) i l l  
u n e x p o c t ; e f l l y  w e n t  i n t o  a  s e v e r e  e c o n o m i c  cr c i s  i n  1 a t . e  March  
1 9 8 9 .  I n d i a ' s  d e c i s i o n  n o t  t o  e x t e n d  t h e  I n d i a / N e p a l  t r a d e  and 
t r a n s i t  t r e a t i e ~  whan t h e y  e x p i r e d ,  c o u p l e d  w i t h  i r n p o ~ i t i o r l  o f  a 
9~ fmI3 t r a d e  o m b n r g o ,  wac d e v a s t a t  i n 9  b e c a u s e  of  Nepa 1 ' s  
u i g r l i f  iCi3nt dependency or1 I n d i a  a!; iJ E o u r c e  of i r n p o r t c  arid m a r k e t  
L o r  a x p o r t f i ,  R e c o r d e d  a n d  u n r e c o r d e d  i m p o r t s  f r o m  l n d i a  a r e  
- e s t  inw-L i~ l  - Lo--be--an . ~ ~ J O I - " ~ J G - F I ? V Q I T C ~  p e r c e n t  o f  t o t a  1  i . rnpur t f i .  1 ,oss  
o I  t h e  l n d i a n  m a r k e t  f o r  e x p o r t s  o f  p r i m a r y  p r o d u c t s  a n d  
f i emi -p rocc l ; s ed  g o o d s  c r e a t e d  g r e a t  h a r d s h i p  t o r  t h o c e  d e p e n d e n t  o n  
t h i s  m a r k e t  f o r  t h e i r  l i v e l i h o o d .  I n d u s t r i e s  h a v e  s h u t  down o r  
r e d u c e d  p r o d u c t i o n  d r a m a t i c a l l y .  By f a r  t h e  m o s t  c r  i p p l  irig i m p a c t  
w a s  t h e  s u d d e n  c u t  o f f  of  p e t r o l e u m  s u p p l i e s  f r o m  I n d i a ,  u p o n  
w h i c h  N e p a l  was  t o t a l l y  d e p e n d e n t .  D o r l o r - f u n d e d  d e v e l o p m e r i t  
p r o j e c t s  a r e  s e r i o u s l y  j e o p a r d i z e d .  

F i n a n c e  M i n i s t e r  P r a d h a n  c o n v e n e d  t h e  L o c a l  Donorri G r o u p  
May 3 0 t h ,  1989  a n d .  a t  t h a t  m e e t i n g ,  s u m m a r i z e d  t h e  i m p a c t  o f  t h e  
c r i s i s  a s  f o l l o w s :  ' ' I n  t h e  f i r s t  e i g h t  m o n t h s  o f  t h e  c u r r e r i t  
f i s c a l  y e a r  ( w h i c h  s t a r t e d  m i d - J u l y  1 9 8 8 ) .  t h e  economy c o n t i n u e d  
t o  e x p e r i e n c e  s t r o n g  g r o w t h  a n d  s t a b i l i t y  . . .  A g r i c u l t u r e  a n d  
i n d u ~ t r y  r e c o r d e d  i m p r e s s i v e  i n c r e a s e s  i n  o u t p u t  o v e r  t h a t  p e r i o d ,  
i ? L l a t i o n  d r o p p e d  t o  a  s i n g l e  d i g i t  . . .  r e v e n u e  c o n t i n u e d  t o  
i n c r e a s e  a n d  e x p e n d i t u r e s  w e r e  h e l d  u n d e r  c o n t r o l . . . o u r  economy 
was  h e a d i n g  o n  a p a t h  o f  s t r o n g  g r o w t h  a n d  o u r  9 o l i c i e s  and  
p r o g r a m 6  were i n  l i n e  w i t h  p r o j e c t i o n s  . . . (  e v e n )  . . .  w i t t i  e a r t h q u a k e  
r e l i e f  work  ( a  s t r o n g  q u a k o  i n  A u g u s t  1 9 8 8 ) .  ( T h e  i m p a c t  of  t h e  
c r i s i s )  h a 6  r e v e r b e r a t e d  t ~ t i r o u g h o u t  the  e c o n o m y ,  w i t h  t h e  r e s u l t  
t h a t . . . G D P  g r o w t h  e s t i m a t e d  t o  r cGch  f i v e  p e r c e n t  t h i s  y e a r  i s  now 
l i k e l y  t o  be 1 . 6  p e r c e n t  . . .  w i t h  more  t h a n  a  two b i l l i o n  r u p e e  
( r a t e  c u r r e n t l y  2 '1 .4  N e p a l i  R u p e e s / U . S .  d o l l a r )  l o s s  i n  t e r m s  o f  
o ~ ~ t p u t  t h i s  y e a r .  . . s i g n i f i c a n t  c o n t r a c t i o n s  h a v e  o c c u r , r e d  i n  a l l  
s p h e r e s  o f  e c o n o m i c  e n d e a v o r ,  i n c l u d i n g  the f i n a n c i a l  a n d  s e r v i c e  
s e c t o r s ,  a a r d  t h e r e  i s  e v e r y  i n d i c a t i o n  t h a t  eco r ,omic  r e c e s s i o n  h a s  
a l r e a d y  b e g u n ,  T h e  e c o n o m i c  p r o s p e c t s  f o r  n e x t  y e a r  a r e  e v e n  m o r e  
a l a r m i n g . , . t h e  a g r i c u l t u r e  s e c t o r  i s  l i k e l y  t o  s u f f e r  t h e  
m o s t . , . W P  is e x p e c t e d  t o  ( f u r t h e r )  d e c l i n e  . . . g  o v e r n m e n t  r e v e n u e  
i s  s x p e c t e d  t o  f a l l  f u r t h e r  . . .  t h e r e b y  c o n s t r a i n i n g  d o m e s t i c  
f i n a n c i n g  o f  n e x t  y e a r ' s  d e v e l o p m e n t  p r o g r a m  . . .  t h e  b a l a n c e  of 
p a y m e n t s  is e x p e c t e d  t o  r e g i s t e r  a d e f i c i t  o f ' a b o u t  6 9 0  m i l l i o n  
r u p e e s . . . r e s e c v e s  w i l l  f a 1 l . l '  

I t  h a s  become a p p a r e n t  t h a t  i m p l e m e n t a t i o n  o f  t h e  M a s t e r  
P l a n  i s  b e i n g  s e v e r e l y  j e o p a r d i z e d  by u n a v a i l a b i l i t y  o f  s u f f i c i e n t  



UGAID is convinced that the love1 of H E r l G 1 s  comrrlitment to 
implementation of the policy agenda remains high. L J W G  are bcirrg 
changed; new regulations are being promulgated. What is apparent, 
however, is that the ability of HMG to implement the policy agenda 
has been severely eroded and, thus. government officials may h a ~ e  
no alternative under the terms of their severe austerity budget 
but to postpone, delay, or sidetrack implementation of rhe 
important policy changes already adopted. They are undertaking on 
an emergency basis nothing other than a total restructuring of 
their trade regime for it is apparent that there will be no return 
to the past preferential arrangement with India. The immediate 
needs and demands are overwhelming. Additional local cost support 
i6 required to assure successful implementation during the first 
two critical years of Master Plan implementation. 

USAID hac had a long-term commitment to development aird 
implementation of Nepal's Forestry Sector Master Plan, 
particularly with respect to the policy framework. There are 
clear indications that implementation in general and specifically 
with respect to the policy agenda during che critical initial two 
yeare is seriously jeopardized by the changed economic situation. 



z7 
Iii c. Activities 

This project has budgeted a total of $3 million for 
purpaeee or funding local c06t6 of Master Plan implementation 
which are the reeponsibility of the Government during the first 
two years of implementation. Decision on how funds are to be used 
will be made at the beginning of each trimester or longer period 
of time by mutual agreement. Thus, there is great flexibility 
built in both to facilitate stepping in where the money is most 
needed and using the money to facilitate and promote specific 
directions contained in the Master Plan which may have been 
sidetracked by virtue of allocating very scarce resources to 
higher priority items (see Annex F for fuller details). 

U ,  Results 

It is expected that, a6 a result of this activity, 
implementation of the Master Plan will be more successful during 
the critical two initial years than would otherwise be the case. 
Secondly, the implementation of the policy agenda will be closely 
monitored and spezific funding gill be supplied, where needed. to 
promote implementation of private sector oriented activities in 
the course of policy implementation. It is, therefnre, expected 
that the process of policy implementation with specific reference 
to the private sector will be enhanced by virtue of this activity. 

D. )??IJ i e c t  Cost and Input Estimates 

The major project inputs consist of technical assistance, 
training, program support costs, special local cost support (funds 
being generated through the sale of kerosene) and commodit)es. 
Evaluations and audits will also be carried out as required. 

1. U,S. Proiect C o s t  and Input Summary 

Table I presents U.S. project costs by line item by year. Table 
I1 indicates the proposed obligation/expenditure pattern over the 
life of the project while Table I11 presents information on line 
items in terms of method of financing, method of implementation 
and total costs. 



TABLE I 

SUMMARY BUDGET/BY YEAR* 
($000) 

YEARS 
3 -L -2- - - 4 - 5 TOTAL 

D c h n i c a l  Assistance 

Long-'Term 
Shi.:'?, .Term 

Subtotal 

Training 

Long ierm U.S. 
Short-Term U.S. 
Regional Study Tours 
International Meetings 
In-Country Training 

Subtotal 

Program Support 
Local Support 
Special Local 
Cost Support 

Commodities 
Evaluations 
Audits 

Subtotal 

Inflation Factor* 
Contingency*" 

Subtotal 

Project Costs Total 

* Separate inflation Entes  were calculated f o r  rnpee c o s t s  (15%) 
25%. 35%. 458, and 55%) and dollar conts (58, 108, 158, 2 0 % ,  and 
25%) for each year. * *  Contingency is 0% for year one and 5% on 
all coets thereafter except year 3. - 



TABLE I I 

ANNUAL OBLlCATION AND EXPENDITURE PLAN 
($000 1 

OBLlGATION 

New Obligation 3850 1500 1000 1000 650 0 

EXPENDITURES 

Technical Assistance 529 648 345 262 259 
Training 104 153 144 133 119 
Program Gupport Costs 200 150 150 100 100 
Gpecial Local Costs 3000 0 0 0 0 0 
Commodities 297 52 36 60 3 
Evaluation 0 0 65 0 65 
Aud i t  0 30 0 30 0 
Inflation/Contingency 221 226 270 132 117 

TOTAL 

Total 3000 1351 1259 1010 717 663 8000 

Cumulative Total 4351 5610 6620 7337 8000 0 



- J.. - 

TABLE 11 1 

METHODS OF IMPLEMENTATION AND FINANCING 
( 8  000) 

Grantee or Method of Met hod US $ 
PQ of Accictance C_ont.factor Implement. Finance Cost 

TECHNICAL ASSISTANCE 

Long-Term Technicians 

Short-Term Consultants 

Local Coneultants 

U.S. Firms 

U.S. Firms 

Local Firms 
or indivd- 
uals 
U.S. Firms 

U.6, Firms 

AIC Direct 
Contract 
AID Direct 
Contract 
AID Direct 
Contract 

AID Direct 
Contract 
AID Direct 
Contract 

Local Support Costs 

Program Support Costb 

Special Local Cost 
Support 

THAINING 

U,S. Training 

T.C. Training 

International Meetings 

In-country Training 

see Annex F 

U.S. Firm U. S. 
Contractor 
U.S. 
Contractor 
U.S. 
Contractor 
U. S. 
Contractor 

T.C. 
Institution 
U.6. & T.C. 
Institution 
In-Country 
Institution 

OTHER 

Commodities US/Foreign 
Firms 

U.S. T.A. 
Contractor 

AID Direct 
Contract 

AID Direct 
Contract 

Eva lua t ion U.S. Firms 

Audit CPA Firms 

Subtotal 

Inflation 
Contingency 

TOTAL 



a. ---- Technical Ansiotance 
Long-term technical a~sistance to the Planning Division 

will con~ist of a senior planning advisor (five years) and a ioreot 
oconomi~t (two years) supplied through the primary contractor. An 
improved stove specialist will be provided for two years to work 
with the Department of Forests. Short-term technical advisors will 
be provided for a total of approximately 23 person months, spread 
out over tho five years of the project. Local concultants, for a 
large variety of tasks (17 identified tasks), will be used for an 
estimated total of 71 person months over the life of the project. 
Annex K provides details of technical assistance under the project 
and detail6 of local consultants. 

Following the arrival of the project technical assistance 
team in country, a review will be undertaken by HMG and the U.S. 
Peace Corps to explore possibilities of using Peace Corps 
volunteers in implementing this project. Peace Corps assistance 
could be particularly appropriate in the Improved Stoves Program. 
Recruiting Peace Corps personnel directly for the project or 
establishing linkages with volunteers already in Nepal working on 
forestry/stove programs are both viable options. 

The FDP will involve substantial amounts of training, both 
formal and informal, carried out in Nepal and abroad. A primary 
task of all technical assistance personnel (both long term and 
short term, expatriate and local) will be to train the staff of 
MPSC, An illustrative participant training plan and schedule is 
presented in Annex D along with a summary of procedures to be 
followed for participant training selection and nomination. Annex 
K provides a brief summary of the categories of training activities. 

c. Commodities 

The project will provide approximately $448,000 worth of 
commodities (10 vehicles, 1 bus and 4 motorbikes, technical 
equipment, technical supplies, office equipment and other general 
items), Dollar-funded foreign procurement will be ca~ried out by 
the technical assistance contractor who will act as procurement and 
import agent for all major commodities. The exception will be all 
vehicles and motorcycles, which will be procured directly by AID. 
Some supplementary procurement and any required special procurement 
assistance will be provided by the USAID Procurement Office. Local 
procurement will be conducted by the contractor in conformance with 
applicable AID regulations and procedures. Annex K presents an 
indicative list by project Component of equipment and commodities 
runaea by tne project .  It does not include limited amounts of 
supplies and materials available on the local market which will be 
purchased under the program support budget line item. Note that 
computer procurement in excess of $100,000 would necessitate 
preparation of a epecial procurement plan to be submitted to AID/Li  
for approval. 

A ref4ned procurement list will be prepared and justified each 
year as part of detailed annual implementation planning. Exact 
details and/or specifications will also be part of the Project 



lmplernentation Orders for Commodities (PIO/C1s) prepared by the 
contractor and submitted to USAID and HMG for approval prior to 
procurement. 

r l .  E x m d d m  Sup~ort Costs 

Funds have been set aside in the project budget 
(8700,000) to cover program support costs. These include selected 
support primarily for field operatiords and training in both 
project components to provide support to the Planning Division. 
Additional requirements for program support will likely be 
identified during the course of project implementation. These 
funds will be provided through the technical assistance 
contractor. Programming of these funds will be carried out . 
jointly by the USAIU Project Officer, tIMG Project Director and the 
Chief of Party of the technical a~sistance team. 

e .  Special Local Cost Support 

The project will provide the sum of $3 millioti to support 
special Master Plan implementation local costs. I t  has been 
decided that the effectiveness of these funds can be multiplied by 
utilizing an implementation mechanism which promotes use of 
alternate energy sources as a substitute for fuelwood usage in 
major urban centers such as Kathmandu. Specifically, the local 

- - c u r - r e n s y - c - e q ~ ; l ~ ~ - i o = m p p ~ ~ r r i a l  local costs wi 1 1  be gericrated 
by procurement of increased supplies of kerosene used a s  a 
substitute for fuelwood in cooking and heating, Proceeds fron~ the 
sale of kerosene will be deposited in a separate, special 
account. HMG will proposed use of these fund on a trimester (or, 
longer period of time by mutufil agreement) basis by id~ntilying 
epscific unmet Cors~try Master Plan implementation budget items to 
be funded, USAID :till concur in the use of such funds .subsequent 
to a detailod review of progress in implementation of the Master 
Plan with specific reference to those policies felt to be most 
important, Annex F 6ets forth details of how this projcct element 
will be implemented. 

2. HMG S_r_o iect Cost Summary. 

HMG will finance program support costs and some minor 
training costs €or the Planning Division and Stove Unit. Staff 
costs, facilities usage cost, and operating expenscs a r c  estimated 
in Table VIII over five years, 

The host country contribution of $732,000 only represents . - 
88 of total pco)ect costs, b u t  is misleadinq in tarms of H:IGts 
contribution to implementation of the Master Plan (see Annex K). 
Over the next five years, HMC contribution is scheduled to be 
$95,900,000 or 388 of the total cost. Private contributions will 
equal 10% or 826,500,000 and external assistance (including AID) - 

will total 528 or $131,900,000. - 



3. Financial Management 

The methods of financing under this project are entirely 
u o n i n t  p a y m e n t  procedures as indicated in 
AID/Nepalle Mieeion General R~secsment of Mission Financing 
Policies and Procedures. 

The management of AID costs under the Project will follow 
AID etnndnrfl regulations and USAXD operating policies and 
procedures, Within the prescriptions of the Project Grant 
Agreement, the e~rmarking of these funds will be done.through 
PIO1e signed by USAID. Admini~trative reservation for specific 
purpoces of local cost support will be done theough P1L1s. 



I I I. SUMMARY PROJECT ANALYSES 

This section contains summaries of project analyses related to 
Component I (Planning) and Component 1 1  (Stoves). See Annex F for 
nnalyeoe rolnted to tho Gupport of ~pecial local costc. 

Tho Forestry Development Project is part of an overall 
program of multilateral and bilateral donor support for 
implementation of the recently approved Master Plan for the 
Foroetry Sector. This program, involving major funding by the 
World Bank and Asian Development Bank and significant support from 
a wide range of other donors including UNDP/PAO, ODA, Australia, 
SDC, FINIJIDA, DANIDA and USAID, addresses the 'principal issues and 
constraints facing forestry development in Nepal. These include: 
the diminishing forest resource base and its impact on the supply 
and demand of basic forest products (fuelwood, domestic timber and 
fodder needs) essential to the well being of the vast majority of 
the people of Nepal; the consequent undermining of long-term 
product.ivity and sustainability of the country's forest-dependent 
rural production systems; and, the necessary policy and 
institutional improvement required to promote and facilitate 
greater popular participation, an esGential prerequisite to 
reversing current trends. 

The Project supports the policy of HMG to provide 
priority attention to Master Plan Program No. 1 (Community 6 
Private Forestry) and to decentralize forestry sector development 
planning and field programs. A great deal of experience in 
community forestry has accumulated in recent years as a re~ult of 
a multiplicity of large and small HMG and donor funded projects. 

-These--pr+jec++avu-em?atr~d-and facilitated participatory 
forest resources development schemes including: Panchayat Forests 
(PF - locally established plantations); Panchayat Protected 
Foreste ( P P P  - locally protected and managed natural forest 
areae); and, tree planting on private farm lands. There has also 
been a concomitant enhancement in the collaboration between Forest 
Dspartment stpfC and rural people. This cumulative experience 
has, however, also served to identify important policy, legal, 
organizational, technical and economic constraints which have been 
analyzed in the Master Plan and related studies and are now in the 
process of being addressed by the aggregate of activities 
supporting implementation of the twelve Master Plan programs. 

' USAID/Nepalls role in this, through the Forestry Development 
Project, targets two key areas and will be critical to overall 
success. 

The Master Plan, the result of a three-year effort 
supported by ADB, FINNIDA and several others donors including ODA, 
FA0 and USAID, gives primodial importance to soliciting the active 
participation oC local people to develop and manage forest 
resources in order to meet their basic needs. I t  should be noted 
that the Forestry Development Project identification and design 
process has been carried out in close collaboration with the 



Master Plan team, EfMG representativec, and other donor teams 
designing a series of projects to support implemen~ation of Master 
Plan programs. 

Grout cure has been taken to ensure a cohesive and 
comprehensive program consistent with the recommendations of the 
Master Plan and HMG policies and plans. This procesc has produced 
 benefit^ in and of itself. It has been mutually supportive and 
all participants and projects have greatly benefited from 
frank and open exchange of information and discussion of plans. 
In effect, the overall preparation of the Forestry Development 
Project and related projects supported by the World Bank, Asian 
Development Bank, UNDP/FAO, FINNIDA and DANIDA has been a first 

. e x c ? ~ ~ ~ ~ ~ - i n ~ - 3 ~ u S L - h o - ~ . r r t e r e  routine coordination in support 
of-tIMG forestry sector development efforts. I t  marks a turning 
point towards an increasingly rationalized approach to this sector 
60 vital to Napalls long-term socio-economic development. This 
initial effort at a program approach will progressively be 
expanded to other projects and program areas, so that the 
diffusion of viable solutions and the systems to promote and 
sustain them can be accelerated. 

Cooperation and coordination must remain as cornerstones 
to the portfolio of projects developed to support implementation 
of Master Plan programs. Doing so will, no doubt, be a 
challenge. There is every reason to expect, however, that having 
attained a high degree of cooperation in designing and launching 
the Master Plan program, the progress to be achieved will further 
stimulate this important process. The planned program 
coordination meetings and the important efforts aimed at sector 
planning in the FDP are intended to capitalize on these gains and 
support the institutionalization of the program approach in the 
forestry sector, Furthermore, working and learning together, the 
various projects under the Master Plan program umbrella can 
increase the payoff from their individual investments. 

In short, from a conceptual standpoint, the Forestry 
Uevelopaent Project is logical and timely. The proposed project 
is consistent. with MMG policies and plans and can be expected to 
make a vital contribution to sector development in the years to 
come, moreso because it is also a part of a concerted effort by 
HMG and the donors to begin approaching forestry in a more 
rationalized way. The Project provides a good example of 
relatively modest USAID resources programmed with the inputs of 
the othor donors to achieve maximum impact and effectiveness. 

The Forestry Development Project, it should be noted, 
aluo contncmr; s ~ e c i f i c a l l y  to USA!D/?!e?a?Is CUSS for' FY88-92 i i h i c h  
stresses increased economic growth to be achieved primarily 
through improved agricultural production, better management of 
productive resources, and stimulation of private sector 
involvement in development. It will do so by assisting H M G 1 s  
Ministry of Forest and Soil Conservation to strengthen its 
institutional capability and operational effectiveness for 
guiding, promoting and servicing sustainable and increasingly 



productive forest and tree management sctie~r~es so vital to Nepal 's 
f orest-based land-use and life-support syctern~. 

Tho proposed project complies directly with Agancy policy 
on foreotry devolopment and Gerves au an excellent cxanlple of 
UGAID participation in the implementation of the global Tropical 
Forestry Action Plan. 

An operational Gtrategy for the Forestry Development 
Project involving two components has been devised in order t o  
achieve tho etatod purpose of the project and to ensure 
appropriate tit with tho activitieti foreseen under the other 
proj-e~(1t~-~nq_LuQnrl_,in~~3..~t@lan programs , These two 
CdRponents, I- Forestry Policy and Planning, and I 1  Improved 
G t o v e ~ ,  have beon cnrefully reviewed and discussed in a collegial 
anfl collnborative atmosphere which has characterized I.he liMG/Donor 
programming process. 

Each of the project componet,ts constitutes a combination 
oL inutitutional strengthening, training. and operational 
re~ults. ElLorCb iri all throe  area^ are required to mhintain and 
nccslerato the achisvements resulting from MMG's progressive 
approach to forestry. 

The Forestry Devalopment Project (FDP) funds two distinct 
and separate activities as part of multi-donor financed 
implementation of the Forestry Sector Master Plan. The first 
falls into the category of institution building through human 
resource development (support of the Planning Division) and the 
second is a researcti/pilot production and marketing project 
(devslopmcnt of improved cookstoves). As noted in the PID, 
economic and financial analysis of two unique components of a 
multi-component program (i,e., implementation of the Master Plan 
ie ths llprogr~m'l) independently is not appropriate. USAID did not 
conaider unrlettaking these two components independent of 
implemsntation of the Master Plan. Further, the apprdpriateness 
of "economic gnalyeieu of institution building and research is 
highly dehntoble given that the tools involved presume monetized 
bsnefite which are not obtainable in virtually all cases tor these 
typee of activities a n d ,  even where i t  is attempted,'results are 
euspoct and offer little teal value to the decision-making 
procees. The approach normally employed when working with 

' projects that fall into the category of institution 
building/resource development/research is one of determining 
l'least cost1' among alternative designs for a specific project or 
competing c o s t  per output unit for t h e  pucposes of cpmparing 
alternative projects proposed in the same sector, Neither of 
these approaches is appropriate in the case of this project. The 
decifiion on whether to support the Master Plan and which 
components ol the implementation process would be supported by 
USAID was mads on non-economic grounds, and properly G O .  



The a~sumption can, however, be made arid ~upportecl that 
if  the overall program (implementation of the Master Plan) ic a n  
economically sound investmont for the corlrltry then U S A I D  support 
o r  two comporlatlte of tho packago would be ju~;tif ied, ansurnirig a 
dugroo or a r  i t . ica 11 t,y botwoen the U S A I I )  r,uppor ted colnporlcrltn and 
the ovornll irnplnmentation package. 

The Master Plan implementation process extends over a 
twenty-one year period with full detailing of costs and benefits 
as well as a time-phased investment program and division between 
donors, local resources and government of the costs for each of 
the twelve subordinate programs. Total costs will be about 1.7 

-. bi l L i o n J . S . A o - & . l a r s ~ n - - l W . . ~ t a n t  do1 lars. Overall, program 
costs will be shared 34.4 percent from the government, 35.4 
percent from the private sector and 30.2 percent from donors. The 
level of external assistance is programmed to be relatively higher 
duriny the earlier phases of implementation, decreasing as the 
results of implementation become more siynificant. Statistics for 
total costs are presented in terms of Nepal's five-year planning 
cycle. Implementation begins during the last years of the 7th 
Plnn, with a total of 4 1 , 5  million dollars and calls for 285.5 
million during the 1990-1995 0th Plan which takes us to the 
prop06~I PACD of the USAID project. 

Volume I 1  of the Master Plan presents the Financial and 
Economic Impacts of implementation of the Master Plan. I t  was 
reviewed and the results of the economic and financial analysis 
undertaken are summarized below. 

There was a comparison of what would occur in terms of 
production with the implementation of the Master Plan and without 
it6 implementation. Scenarios were developed setting forth land 
uoe and the supply and demand balances for fuelwood, timber and 
fodder, On the basis of the results of this comparison, economic 
benefits were determined, For example, the estimated increase in 
lualwood, fodder and timber production over the twenty-five year 
period was valued in terms of an increase in income of almost 24 
billion rupees at curcent prices. Employment resulting from 
implementation was estimated at a million person-yearS of 
full-time jobs. A better quality of life for rural people will 
result from the increased availability of fuelwood for cooking and 
heating; more feed for livestock which in turn will provide milk, 
meat, hides and dung for food production; more timber for 
shelterc; increased security from natural disasters because of a 
batter soil cover and the building of more erosion control 
ctructures. A better resource allocation mechanism would ensure 
that soil conrervation structures will be applied only in those 
areas where the 6ouio-economic Senetits would cove; .their c o s t s .  

A cost-benetit analysis was carried out which included 
all investment and recurrent costs, excluding duties and taxes, 
but including physical contingencies. An economic irlternal rate 
of return (EINR) was estimated for implementation of the Master 
Plan a s  a whole based on programs which involve production of 
fuslwood, fodder and timber. Support programs (human resource 
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Tho o n l y  oconorn i c  insur:! i d o n t  i f  ir?d i n  t h o  I"1D ar; 
d y n l r  It'strt I K . U t r ~ " d t i ? T i  iT3'LIIEfio q o v e r n n \ o n t  t o  tjUIlI)or t K C ) I : U I - ~ U I I ~  

c o a t l ;  of  d o v e l o p m o n t  p r o g r a r n s  r,er EQ. l ' h i u  i s a u o  h a u  baorl r i r l  o o d .  
d i u c u o s o d  a n d  o v a l u a t o d  i n  t h e  c o n t o x t  of  U S A I D ' [ ;  p o r t f o l i o  a c  
w o l l ,  a c  tile p o r t f o l i o t i  of  m u l t i l a t c ? r a l  devu l . opn~c?n t  i n r ; t i  l .utiorlr; .  
A t  t h i s  j1111ctur~1 i n  t i m u  ( t h c ~  c u r r e n t  N e p a l / l n d i a  tc ia t lo / t . r i~r l r i i  t 
c r i r ; i c ) ,  t h c ? r o  i s  no  bar;ir;  upon  w h i c h  t o  ougcjor;t t . t ~ a t  t h o  
C o v o r n w o n t  o f  Nepd l  c a n  i j f f o ~ d  t h e  l o v o l  o f  ~ I I V ~ ? I ; L I I I ~ . L I I I .  r o q u i . ~ ( ~ d  t o  
i n ~ p l o m o n t  the  M a c t e r  P l a n  b u c a u ~ o  s o  many c s ~ e n t i a l  v a r i n b l e n  a r e  
unknown i n c l u d i n g  wha t  k i n d  o f  t r a d e  r e g i m e  i a  l i k o l y  t o  p r e v a i l .  
1 t i s  o f  r o l o v a r l c o  t h a t  t h e  U S A I D  componontr ;  ktlemcc!lvo!; c a l l  f o r  
no  i n c r o a o o d  o n p o n i l i t u r o  o f  I u n d c  beyond w h a t  was  a l . r ~ ? a d y  
proqran~rnod  at; n o r m a l  o p o r n t i o n s .  ' I ' t ~uc ,  t h i c  p r o j r l c t  p!wr I;(: dot?c; 
n o t  c c e a t o  a c o c u r r o r ~ t  c o s t  b u r d e n .  F u r t h e r ,  s h o c l d  
i m p l e r n e n t ~ ~ t i o n  o f  t h e  M a s t e r  P l a n  be  d e l a y e d  a c  a e o ~ i t r l t  of t t ~ u  
Z u t u r o  b u d g e t a r y  r a m i f  i c a t i o n s  of  t h e  c u r r e n t  tii t u a t :  j o t ) ,  t h e  
i r l v e s t m o n t  made i n  t h i c  p r o j e c t  wou ld  n o t  be  1or;L g ivc r r  i t 6  
i n s t i t u t i o n  b u i l d i n g / r e c e a r c h  o r i e n t a t i o n .  

Tho Mat;ter P l a n  d o e s  a d d r e s r ;  t h e  ic;suc of rccwurrcarlt  
c o s t s ,  c o n c l u d i n g  t h a t  o n e  o f  t h e  b a s i c  p r o b l e m s  i s  t h a t  t h e  
Covernrnent  h a s  n o t  had  i n  t h e  p a s t  a n d  wou ld  n o t  h a v e  i n  t h e  
f u t u r e  o u t f i c i e n t  f u n d s  t o  p r o p e r l y  manage  a n d  d e v e l o p  t h c  
L o r o f i t r y  G e c t o r ,  'I'hul;, the  b a s i c  r e d i r e c t i o n  i r ~ v o l v c d  i r ~  d d o p t i ~ r ~  
o f  t h o  M a ~ t o r  P l a n  is  t o  s u b s t i t u t e  l o c a l  r e s o u r c e s  f o r  : o n t r a l  
b u d g e t  r e u o u r c e G  by o r c h e s t r a t i n g  a  p r o g r a m  of  s h i t t i n g  c o r r t r o l  
and management  r e s p o n s i b i l i t i e s  t o  t h e  p e o p l e  who use t h e  f o r o G t  
p r o d u c t s  w i t h  t h o  G o v e r n m e n t  i n  a  s u p p o r t  r o l e .  I n  p r o j e c t i n g  
s o u r c e  o f  i r l v e s t m o n t ,  t h e r e  i s  a  d r a m a t i c  s h i f t  o v e r  t i m e  of  t h e  
r o l e  o f  the ~ r i v a t e  ~ e c t o r ,  w h i c h  p r o v i d e d  B p e r c e n t  of  i n v e s t m e n t  
f u n d s  d u r i n g  t h e  c u r r e n t  f i s c a l  y e a r  ( 1 9 8 8 - 8 9 ) ,  t o  t h e  p o s i t i o n  o f  
t h e  m a j o r  i n v e s t o r  (p rog rammed  t o  p r o v i d e  4 8  p e r c e n t  o f  f u n d s  by 
t h e  e n d  o f  t h e  t w e n t y - o n e  y e a r s ) .  D o n o r s  f u n d e d  5 3  p e r c e n t  of 
i n v e s t m e n t  i n  t h e  c u r r e n t  f i s c a l  y e a r  a n d  w i l l  d r o p  t o  1 0  p e r c e n t  
b y  t h o  nnd o f  the p r c g r a m .  T h e  c e n t r a l  b u d g e t  c o n t r i b u t i o n  
d e c l i n e s  f r o m  3 9  p e r c e n t  c u r r e n t l y  t o  34  p e r c e n t .  

I t  i s  a l s o  i n t e r e s t i n g  t o  n o t e  t h a t  t h e  E x e c u t i v e  Summary 
!page 3 2 )  concludes t h a t  I1ths b a b u  ~f  stea ease i n  fnwstiiien: 
r e q u i r e d  f r o m  t h e  g o v e r n m e n t  is  o n l y  s l i g h t l y  h i g h e r  u n d e r  t h e  
P l a n  t h a n  i n  e a r l i e r  y e a r s  i n  r e a l  t e r m s " .  



' I 'h iu  . p r o j e c t  d o v e t a i  i s  c l o s e l y  w i t h  o t h e r  d o n o r  nr;r;it;lec) 
p r o j e c t s ,  e s p e c i a l l y  t h o s e  s p o r l s o r e d  by  t h e  Wor l d  Dank,  A c f , ~ r i  
Dove lopmon t  Dank,  UNUP/FAO a n d  FINNIDA a s  w o l l  ac w i t h  human 
r o e o u r c e  d e v e l o p m e n t  p r o j e c t s  s u p p o r t e d  by FINNJDA, DANIDA, and 
U E A I D  a s e i s t a n c o  t o  t h e  I n s t i t u t e  of  F o r e s t r y .  

G i v e n  t h o  b u i l t - i n  s e n s i t i v i t i e s  t o  s o c i o - c u l  t u r a l  a n d  
e o c i o - e c o n o m i c  i s ~ u e ~  and  v a r i a b l e s  i n  t h i s  p r o j e c t , ,  c o m b i n e d  w i t h  
tha  l sve l  and q u a l i t y  o f  t s c h n i c a l  a s s i s t a n c e  a n d  f i n a n c i a l  
GGFFeEt efiviuivtra6, t h e  infraccrucrurai aeveIciprnant B f i C I C i 2 ~ ~ t e c i ,  
a a ~ d  I lMG c o n c u r c e n c o  and  G u p p u r t  8 6  p l a n n P d ,  t h e r e  i c  e v e r y  
i n d i c a t i o n  t h a l  t h e  p r o j e c t  c a n  b e  i m p l e m e n t e d  s u c c e s s f u l l y .  



D. I n s t . i ~ u t i o n a l / A d m i n i s t r a t i v e  Analysis - - 

h 

The Forestry Development Project will provide assistance 
- 
- 

necessary for Nepal to strengthen and further develop two key 
elemente of ite national forestry program: forest policy & . 
planning; and, improved stoves. The Master Plan for the Forestry L 

Gector hae included a detailed analysis of the institutional and E: 

adminietrative arrangements Lor implementation of forestry 
- 

program0 in Nepal and has made recommendations f o x  substantial I 

changes in inetitutional structures and administrative - - 
- 

arrangements, A number of important institutional changes have - 

already been made by HKC. Additional changes ars proposed by the 
Master Plan and will be considered by HMG over rhe next several 

- -- 
yeats. 

The two components of FDP will be im7lemented by two 
separate entities within the MFSC. The MFSC Planning Division 

- - 
- 

will implement Component I while the Community Forestry - -- 
_ _ D e v e L o p m e n t - n i + i . s i o n - - s f  %+p-ax?.ment of Forests will be -- 

responsible for implementatio: of Component 11.  - 

The Planning Division is responsible for assisting t h ~  
Secretary in formulating plans and programs and coordina:ing 
implementation of t h e ~ e  policies, plans and programs. The 
Division is assisted by the departmental level planning units in 
carrying out these functions. However, due to limited staff and 
insufficient training, these functions have not been effectively 
carried out, Following preparation of the Master Plan, a strong 
planning body within MFSC is required to guide Master Plan 
implementation. Component I has been designed to strengthen the 
capabilities of the Planning Division so as to enable this unit to 
carry out its mandate effectively. The present shortage of 
skilled manpower in the Division will be supplemented with both 
long and short-term technical assistance. The activities of this 
component will be carriea out in a carefully phased manner 
utilizing available staff, technological and operational resources 
and capabilities as these evolve. 

The .Improved Stove Unit of the Community E'ocest~y and 
Afforestation Division (recently renamed Community Forestry 
Development Division) of the Department of Forests iti a small unit 
which has been responsible for implementation of DOF improved 
stove programs over the past eight years. The strengths and 
weaknesses of this program, and the Unit responsible for 

' implementing it, have been candidly assessed in a design study 
prepared for development of the Forestry Development ,Project 
(Wood, 198')). The work to be carried out under Component 11 will 
be based primarily within the Ccmmunity Forestry Development 
Division, but will rely neavily an o t h e r  organizations (i.e., 
RECAST foz stove design work) and the private sector for the 
production and marketing of improved stoves. The private sector 
based, demand-driven model which serves as thc foundation for this 
component is new, While implementation of this component is 
breaking new ground and is, as a result, fraught with certain 



 risk^. the importance given to the improved stove program in the 
Maoter Plan coupled wit9 th0 widespread acceptance of the critical 
aeeoeement or improved otove programs which serves as the basis 
for the deuign of thia component would appear to indicate that the 
time i e  ripe for tho launching of this new initiative. 

The implementation plan for the project hao been drawn up 
taking into account weakness in current staffing and institutional/ 
administrative arrangements. A phased implementation   up ported by 
staff expansion and a large training program is expected to 
rapidly build up the implementation capabilities of these 
inctitutions by the middle of the project period. This approach 
will help ensure the long-term sustainability of the program. 

E ,  Dvir~m.gntal Analysis I 
-- -- - w-~.--z?cI.-.--- .- 

An Initial Environmental Examination, attached as Annex B 
to the Project IdentiIication Document for this project. 
recommended a finding of no significant negative envirorlmental 
impact by any project activities. This finding was a p p r o v e d  by 
the Aeia & Near Eaut Bureau Environmental Office on January 5, 
1900, No further environmental analysis has been undertaken, 



IV. IMPLEMENTATION AND ADMINISTRATION 

This section contains information relating only to Component I 
(Planning) and Component I1 (6toves) becauoe these are on-going 
element0 of the project. The special local cost component is a 
highly specialized activity and involves considerable delineation 
of details covering procurement of kerosene and generation of 
local currency. Because i t  id both useful and important to set 
Sorth tho manner of implementation, administration, auditing, 
evaluation and management of this complex component in one place. 
it wao decided to treat this project element separately and place 
all relevant material in one location. Annex F. 

A ,  -mentation Gchedule 
- ---- -.- .- .-- 

- ---aceTK-p~esents a detailed illustrative implementation 
schedule for project Components I and 11. In terms of overall 
project administration, the following suggests the probable 
schedule of events: 

A ! a L W u  Agent 

PP approval 
Project Agreement Signed 
Initial Funds Obligation 
Hk'P Issued 
Contractor6 Proposals Reviewed 
Contractors selected 
Contractors' Personnel Arrival 
Activities Initiated 
First Major Evaluation 
Audit (if required) 
Final Evaluation 
Final Audit (if required) 
Contractor Completion Report 

USAID 
USAIU, HMC 
USAID. AID/W 
USAID 
USAID, HMC 
USAID, HMC 
Contractor 
Contract, USAID, HMC 
AID/W, USAID, HMC 
Audit firm 
AID/W, USAID, HMG 
Audit f irm 
Contractor 

B .  condition6 and Covenantg 

1. ,Condition Precedent to Initial Disbursement 

Prior to the first disbursement under the Grant 

Date 

9/89 
9/89 
9/89 
10/89 
1 / 90 
2/90 
4/90 
4/90 
5/92 
6/92 
5/94 
12/94 
6/95 

for other 
- 

than procurement of kerosene, or to the issuance by USAID 6 5  
documentation pursuant to which disbursement will be made, HMG 
will, except as may otherwise be agreed in writing, furnish to - 

' USAID in form and substance satisfactory to USAID. documentation - 
demonstrating designation of thu Chief Planning Officer of the 
Planning Division as  the Project Director for the Forestry - 

Development P r o j a c t ,  -- 

The KVG. through the Nepal Oil Corporation, will provide - - 
a solicitation document for procurement of kerosene'to USAID which 
complies with all applicable A.I.D. requirements. 

2. Conditions Precedent to Additional Disbursements 



ILLUSTRATIVE IMPLEMENTATION SCHEDULE 

Component Year Year Year Year Year 
Activity/ 1 2 3 4 5 
Number Activity 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4  

study MFSC planning function 1 - 1  
Task force on job description 

review I-! 
Training strategy I---------------------------------- 1 

- 1 m y ~ e ~ n t - ~ p ~ c ~ ~ f i ~ ~ ~ - " ~ - - - - - - - - - - - - - - - - - - - - - - - - -  ---I 
Briefing papers on Master Plan 1 - 1  
Review Master Plan data-base I---------------------------------- 1 
Prepare unit work plan I---] * I 

Task Force on Program Budgeting I-] 
Implement Program Budgeting I-------------------------------- 1 
Working paper-policy agenda I I * 
Policy review study series I------------------------------ 1 
Working paper-program formulation 1 ---- 1 
Working paper-institutional analysis I - - I  
Working paper-MFSZ-Training Strategy I - - I  
Economic research working group I-------------- 1 
MFSC project planning methodology 1 - 1  
Priority project idea profiles I------------------- 
Participate in project identification [------------------------------ 

I 
I 

Participate in project evaluation I------------------------------ 1 
Planning information needs assess. I-] 
MFSC consultations re: info needs I - 1  
Implement planning/programming 
info system [ - - - - - - - - - - - - - I 

Stove perform'ance survey 
Deve loprnent new mode is 
Marketing studies 
Production support 
Dissemination strategy 
Training 
Extension 
Consumer awareness & 
cookstove promotion 

Note: All of the tasks outlined above will be carried out by the HMG/technical 
assistance contractor team. 



a. Prior to disbursement under the Grant, or to the 
issuance by USAID of documentation pureuant to which disbursement 
will be made for any project activity. except for technical 
aoeietance and training and procurement of kerooene. HMC will. 
axcept au may otherwiee be agreed in writing, furnish to USAID in 
form and eubetance eatisfactocy to USAID, evidesce that all 
 condition^ for negotiation and final signing of the World Bank 
financed Second Community Forestry Project (Hills) have been 
satisfactory met. 

b. Prior to disbursement under the Grant, or to the 
ieeuance by UGAID of documentation pursuant to which disbursement 
will be made tor any project activity, except for technical 
aeei-trtunce a r i ? S l t r d i ~ ~ - a ? T t r ' ~ T c u r e m e n t  of kerosene, HMG will, 
except ae may otherwise be agreed in writing, furnish to USAID in 
form and eubetnnce eatiefactory to USAID, evidence of IWG 
endoreoment and formal adoption of the Master Plan for the 
E'oreetry Sector, including the proposed Forest Policy. 

3. Covenants 

Except as the Parties may otherwise agree in writing, HMG 
will: 

a. Provide financial and other contributions on a timely 
basis during the Project according to mutually agreed upon annual 
programs and budgets; 

b ,  Develop and implement a mutually acceptable plan to 
a e ~ i g n  sufficient qualified personnel to carry out the project, 
including a counterpart for each long-term technical assistance 
advisor hired undor the project, and provide working.space for 
technical assistance personnel within the relevant MMG/MYSC 
off ices; 

c. Establish the additional positions required in t h e  
Planning Division of the Ministry of Forests 61 Soil Conservation 
and the Community Forestry Development Division, Depaxtment of 
Forests by Jqnuary 1, 1993; 

d e  Proceed with implementation of the Master Plan for 
the Foreetry Sector on a timely basis; and, 

e. Make a concerted effort to develop and implement a 
phaeed reduction of stove subsidies. 

f e  Kerosene procurement method and utilization of 
comodities: 

(1) The procurement and utilization of kerosene financed 
under this Grant are subject to A.I.D. regulations as from time to 
time amended and in effect, except as A.I.D. may otherwise specify 
in writing 



- 
( 2 )  The Grantee will assure that kerosene iinanced under 

- - 
- 

this Grant will be effectively used for the purposes for which the 
- - 

aeeistance i a  made available. To this end, the Grantee will use - 
= itu beet offorte to aasure that the following  procedure^ are - 

- followed: - - 

( 3 )  Accurate arrival and clearance records are -- - 

maintained by customs authorities; imports are promptly processed 
- - - - 

through custome a L  ports or entry; such imports are removed from -- 

- 
cuetoms and/or bonded warehou6es within ninety (90) calendar days - - 
from the date the commoditiee are unloaded from the v e ~ s e l  or 

- . 
conveyance at tha port of entry, unless the importer is hindered - 

- 

by force mnjeure or A.I.D. otherwise agrees in writing: and - 

- 

(4) Kerosene imports financed under the Project are 
con~umed or used not later than one (1) year from the date the 
imports are removed from customs, unless a longer period can be 
justified to the satisfaction of A.I.D. by reason of force majeure 
or special market conditions or other circumstances. 

(5) The Grantee will assure that kerosene financed under 
the Project will not be re-exported in the same or substantially 
the same form, unless epecifically authorized by A.I.D. 

g. Establishment and use of special account for kerosene: 

-- - --f--1) - T ? w ' - C t ~ i t ~ t m m l ' - l t a b l i s h  a Special A C C O ~ J ~ ~  in a 
bank mutually agreed upon by the Parties and, except as the 
Parties may otherwise agree in writing, shall, not later than four 
( 4 )  months from the date of delivery to the Grantee of kerosene 
financial hereunder, deposit in such account, the local currency 
equivalent of the cost of such kerossne, including international 
transportation. 

(2) Except a6 the Parties may otherwise agree in 
writing, the Grantee shall propose to A.I.D. on a trimester basis 
allocation and disbursement of Special Account funds as budget 
support for implementation of the Forestry Master Plan. Priority 
will be given ,to those budget items program that promote private 
Rector involvement in forestry, Disbursements shall be agreed 
upon on the basie of progress in policy implementation. 

(3) The Crantee shall within four months form the date 
of this Agreement establish a Local Currency Committee, including 

' the MFSC Project Director, USAID Project Officer, Ministry of 
Finance Representative, and other appropriate officialc of the 
HMG/N, to propose allocation and disbursement of Special Account 
runas  and to review deposits and disbursements of such funds for 
agreed upon budget line items in the Forestry Master Plan. 

C ,  Contrgctor Selection 

UGAID will contract directly with a U.S. firm'to provide 
technicdl aesi~tance, training and commodities (other than 
keroeene) baaed on the project design outlined above.. The firm 



.--- 
* - 

-- -- 5 -'-----:--- a- 

(or group of firms) winning the contract will be expected to 
subcontract with a Nepali firm (or firms) to provide local 
consultants. in-country training and selected support services. 

Ae FDP Component I involves high-love]. program and policy 
work, contractor pereonnel neceesarily will require great 
profeneional stature and extensive experience in advising foreign 
officials. In order to effectively work with MFSC and senior HMG 
etaff. technical advisors must have broad vision, strong technical 
qualifications and a working style that will be effective in 
Nepal's cultural context. In the case of Component 11, contractor 
pereonnel will require strong technical qualifications, a proven 
track record in implementing a demand-driven, market-based program 
along with a working style that will be effective in Nepal's 
cultural context. 

Given the highly specialized technical assistance 
requiremente of the project, the degree to which project success 
depende on the caliber and dedication of a select group of 
individuals, and the difficulties that many contractors have faced 
in etaffing and implementing projects in Nepal, it is the intent 
of both USAIL, and HMG to rely on open competition for provision of 
these services advertized as widely as possible and to place 
particular emphasis on prior relevant experience. All of this is 
with the understanding, however. that small businesses and women 
or midority-owned firms will be encouraged to offer proposals for 
this contract individually or in association with other firms and 
that bids including participation of such firms will be given 
preference to the extent allowable under Agency contracting 
regulations. 

Following review of capabilities of U.S. firms to 
imp1e::tent Component 11. i t  has been decided that utilization of 
the OPC funding mechanism with a U.S. private voluntary 
organization (PVO) would restrict competition unnecessarily. As 
euch. a eingle contract will be let for implementation of both 
componente of the project. with U.S. PVOs welcome to bid on either 
the whole contract cr for elements of i t  in association with other 
f irms. 

Host Country contracting was considered and determined 
not to be appropriate for this contract. The MFSC has not had 
experience in negotiating and administering this type of contract 
with a U.S. firm. and prefers to have USAID assume administrative 

' reeponeibilitiee for the contract, 

It ie planned that contract evaluation and negotiation 
will SQ Qons in Kathm~ndu by UGAID iogeihei with HdG.  

Do -a1 Procurement Plan and Waiver Requirements 

1, Procurement Plan 

A procurement plan has been developed as part of the 
Technical Analysis. Detailed procurement plans are to be 



-- --- - -- - = _ - -  .- 
dobeloped by the technical assistance contractor for Components I 
and I1 per the schedule outlined in Section IV A above. 

a, Reeponsible Agency: Responsibility for the 
planning, execution and monitoring of procurements under: this 
project will be assigned to the technical assistance contractor, 
subject to management guidance provided by USAlD in consultation 
with MFSC. 

b .  Procurement Entities: Procurement activities under 
thie project will be divided into three separate portions: 
overeeae purchasing ot vehicles (to be handled by USAID); other 
overeeae procurement (including necessary shelf item 
requieitione); and, local purchasing. Other overseas procurement 
and local purchasing will be entrusted to the technical assistance 
contractor. 

Solicitation of offers for the services of a technical 
assistance contractor will request information regarding 
procurement capability and past purchasing experience of the firms 
submitting offers. Firms possessing purchasing capability 
considered adequate may be asked to undertake project 
procurement, Others, which are found not to have such capability, 
may be required to subcontract with a professional PSA to handle 
procurement. Solicitation, evaluation, selection and' contracting 
with a PSA will be subject to approval by USAID. 

All procurement will be carried out in accordance with 
AID regulations and good commercial practices. 

2. N a i v e r  Requirements 

A waiver was obtained for the requirement by the MMG to 
contribute 258 to the overall project cost (State 227378). 

A waiver will be used for procurement of vehicles (the 
Agency blanket source/origin waiver for purchase of right-hand 
drive vehicles, Ref, 0 9  State 7 9 2 7 4 ) .  

~omiuter equipment is to be purchased by the project for 
development or a Planning/Program information System. A detailed 
procurement plan will be developed during project implementation. 
Agency guidelines contained in the September 1987 version of 
Guidelines tor Managing Automation Assistance in AID Development 
Projects will be used in developing the procurement plans. These 
will be reviewed >y the USAID Systems Analyst and forwarded to 
AID/W for rev iew  and zippcoval i f / ~ s  necessaiy,  

For the procurement of kerosene, the following waivers 
will be obtained; geographic code 899 for procurement of kerosene 
and a waiver of the 50% rule for use of U.S. flag vessels. 
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E. Adminiotration and Manaqement 

1. HMG Prolect Manaqement 

The HMC entity responsible for implementing the Forestry 
Development Project will be the Ministry of Forests and Soil 
Coneervation (MFSC). Under the reorganization of the,Ministry. 
one Additional Gecretary is responsible for the Monitoring 6 
Evaluation, Survey 61 Statistics, Extension & Communication. and 
Training Divisions. The other Additional Secretary is responsible 
for the Department of Forests, Department of Forest & Plant 
Research, Department of Soil Conservation & Watershed Management 
and Department of National Parks & Wildlife Conservation. The 
Planning Division reports directly to the Secretary. MFSC. 

The Chief Planning Officer will serve as the Project 
Director for the Forestry Development Project and as counterpart 
for the Senior Planning Advisor. The Project Director will be 
reeponsible for overall direction of the Project a s  vell as for 
day to day implementation of project Component I .  Project 
Component I 1  will be implemented by the Department of Forests, 
Community Foreetry Development Division. Responsibility for 
implementation of Component I1 will rest with the Director 
General, Department of Forests who will delegate day to day 
implementation responsibilities to an appropriate member of his 
staff in the Community Forestry Development Division,'.who will 
serve as counterpart to the Improved Stoves Advisor. 

2. USAID Pro iect Manaqement 

USAID1s Office of Agriculture and Rural Development 
(ARD), will be responsible for implementation of the Forestry 
Development Project and will supervise the various elements of the 
project including technical assistance. participant training, and 
procurement, The ARD officers responsible for the project will 
actively seek to develop linkaies between the FDP project and 
other projects within the USAID/ARD portfolio. particularly the 
Rapti Development and Institute of Forestry projects as well as 
support being provided to Winrock International for work on 
agricultural and natural resource policy analysis. O n e  additional 
FSN Professional to serve as Project Officer for the Forestry 
Development Project will be required. 

A USAID Project Committee has been established to provide 
review, policy guidance and implementation support within USAID 
for FDP. The USAID Office of Financial Management will provide 
financial management for disbursement of USAID funds. The USAID 
Executive OfPice will provide support for contracting and 
procurement. Participant training support and overall program and 
budget coordination within USAID will be provided by the Office of 
Program and Project Development. 
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The project management rooponsibi l i  ties of t h e  technical 

assistance contractor. including relationships with UGAID officers 
and HMC counterparts, will be clearly  polled out in the technical 
aaaietance contract. Scopes of Work for long-term technical 
aaoietance peroonnel are outlined in Annex E .  

F, itorins. Evaluation and Audit 

Project implementation will include systematic monitoring and 
periodic evaluation and audit of both project components: (I) 
Foreetry Policy and Planning; and, (11) Improved Stovec. 

1. Monitorinq 

The monitoring system of FDP will make maximum use of the 
exieting HMG monitoring/evaluation format, designed by the 
National Planning Commission for its trimester and annual progress 
evaluation, so as not to create unnecessary additiona,l workload. 
HMC1e periodic progrese reports provide information on inputs and 
w t p u t ~  by activity. Additional information required for project 
monitoring will be obtained from contractor and consultants 
reports. These periodic progress reports will provide infobmation 
on both quantifiable and nonquantifiable project outputs. 

The MFSC Planning Division plays a vital role in guiding 
implementation of Master Plan programs, As improved stoves are 
part of the national community forestry program, successful 
implementation of the improved stove program will have a direct 
impact on the national forestry development program. 

The inputs provided tor Component I ,  Forestry Policy and 
Planning, will eupport five major output streams: (a) 
otrengthening of ths Planning Division and the planning system; 
( b )  institutionalization of planning functions; (c) development 
of additional analytical capability; (d) institutionalization of 
project planning, analysis and evaluation; and, (e) establishment 
of the progrdm budgeting component of a management information 
syetem (MIS). Thebe output streams and their component activities 
are expected ,to result in meeting the project purpose, i.e., 
devslopment of an erricient and effective Planning Division within 
MFGC, capable of adjusting and strengthening the planning system 
ae a whole to support forestry sector programs. 

Monitoring a component with outputs of this type will 
rsquire careful tracking of inputs and activities over time. The 
primary concern of the monitoring system will be to analyze 
whether inputs are flowing a6 planned and whether the activities 
are occurring as scheduled. This can be done, as indicated above, 
throuqh use of HMG trimester and annual progress reports 
eupplementsd with contractor and consultant reports. 

The inputs under Component 11, Improved Stoves, will 
support three major output streams: (a) development, production 
and marketing of new stove models; ( b )  cookstove promotion; and, 
(c) ongoing cookstove development. Several important putputs of 
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theoe activitiee can be eaoily quantified, i.e., number of ~ t o v e  
modele developed, and the number of improved G ~ O V C G  produced and 
distributed through commercial channels. Other important outputs, 
euch as the efLectivenes6 of stove extension and prolnotion 
programe, conGumer eat isfaction, and both perceived and 
quantifiable bonerits ( i , ~ . ,  reduced concumption of fuelwood), are 
more difficult to measure and will need to be the subject of 
epecially designed surveys. Monitoring of this Component must 
etart right from the laboratory stage of testing of fuel 
erciciency of new models and follow through cost effectiveness of 
production and dietribution, user appeal, and appropriatene~s to 
specific geogr~phic zones and ethnic groups. 

After this phase is successfully completed, the new 
models will be releaGed for distribution. Monitoring the number 
of improved stoves produced and sold is easily quantifiable and 
can bo obtained from regular HMC and contractor reports. 

nee 
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The project will adopt an on-going evaluation system to 
eee whether progress is leading towards achieving the project 
pose and goal, On-going evaluation will analyze the 
ormation gonerated by the monitoring system. The HMG/USAID 
)ect team will review and draw conclusions from consultant 

reporte and epecific studies related to the project, and assess 
progress by physical verification, wherever possible, on a 
pre-determined time interval basis. On-going evaluation reports 
will provide important information to program managers and help 
them to direct the program and make adjustments as necessary. 

The on-going evaluation of FDP will konsist of the 
following activities: 

a. Annual Progress review by senior HMG staff and USAID 
personnel; 

b. First (mid-term) evaluation, by a joint team of HMG 
and USAID experts; and, 

c ,  Second (final) evaluation, by a joint team of MMG 
and USAID experts. 

The annual progress review by senior HMG staff and USAID 
a per6onnel will take place in the form of a Project Coordinating 

Committee meeting, This Committee will consist of the Secretary, 
r.  I mxni~iiy of Forests ana Soil conservation who will serve as a 
Chairperson, the Chief Planning Officer, the Director Generals 
MPSC Departments, representatives from the National Planning 
Commiesion, the Ministry of Finance Foreign Aid Coordination 
Divieion, the Senior Planning Advisor, and representatives from 
UGAID, Representatives from other donor organizations may be 
requested to participate in certain elements of the Coordinating 
Committee deliberations, This Committee will review the progress 
made by the project and give directions for necessary action. I t  



wi. 11 also approve the annual plan arid b u d g e t  for the f o l .  l.owir~g 
year. 

Tho Firel; (Mid-'l'orm) Evaluation of thu pro jcct w i  1 1  t i l k c  
plaoo during tho neoond your of project, implomonta~ion by ,I joint 
HMG/UtjAID toam. T ~ I ~ G  evaluation team wi 11 conduct an in-depl.11 
aenonumorlt of project progrGcs and make recomrr~endationc for 
modificationu if/ao necensary for the remainder of t-he project 
period. 

The Second (Final) evaluation of the project will be 
conducted early, in the fifth year of implamentation. A joint 
teum of experts will be fotmed as in the case of the Mid-Term 
Evaluation. This evaluation, in addition to assessing how far the 
project has coma in attaining the project goal and purpose, will 
anunae the need Lor follow-up support and prepare a detailed 
nnalyuie oC tho loseons learned during the project. 

The Terms of Reference (TOR) for both evaluationr, will be 
clcnwn up jointly by IIMC and USAIU. 

A project completion report will be prepared and 
submitted to USAID by the Planning Division of MFSC, covering all 
components of FDP. within one year after the termination of the 
project. 

3. Audit 

Based on analysis of project activities, i t  is concluded 
that the preferred method of financing and implementation under 
Agency guidelines is direct payment. A major portion of this 
project i~ technical assistance which will be carried out under an 
AID contract w i t h  a U . S .  based contractor under the,preferred 
method o f  financing, Audits of U . S .  based contractors are 
normally conducted in the United States by the Defense Contract 
Audit Agency (DCAA) under the auspices of AIU/IG. 

It is anticipated that the RIG/A/Singapore will conduct a 
gsneral projqct audit at least once during the life of the 
project. USAID/N will coordinate with the RIC/A/Singapore on 
determining the mo;t appropriate timing for this audit. In 
addition, project funds amounting to 860,000 have been budgeted 
for two audits of project activities in years two and four, 
utilizing the services of either a U.S. or A s i a  based contract 
audit team, under the auspices of RIC/A/Singapore. An in-country 
team is not judged suitable for this work as Nepal presently does 
n o t  have compataiit aacouniing Eirrns affiiiaced with U.5.-based 
firms fully knowledgable in terms of U.S. accounting standards I 

and procedures. 
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Sincere ly  yours, 

Under Sccrc t  1.r~ 



2 .  f i L V 1 L k S  EXI-RFSSED CONCLRNS 1'I iAT THE; YID D I D  h(O1l ' :  
( A  ) ADU'C U A T F L Y  D I S C R I U E  T H E ;  POLICY CCNTKNT C F  'I'UI.1 I;k'd 
I ' C I I E S T R Y  F Y O S R A M  OH TI IE  E N V I t I O N M E N ' l '  I N  N E P A L  T O  I ' R O V I D X  
A B A S I S  U i 1 O t (  W k I C B  JUCCEJMGNTS C O U L D  l h  r"AI)E A B O U ' S  T E E  
i , R O B A b I L I I L ' Y  OF SUCCESSFUL A D O P T I O N  AFJD I M Y L L M E h T A ' I ' I O N  OF 

E ' C N E S T R V  S h C T O R  P O L I C Y  R E F O R M ;  ( B )  SUFFICIENTLY D E S C R I B E  
T i iP  U V G K A L L  FORESTRY PROGRAM, I t J C L U D I  K C  THE BUHEAbCnAl IC 
I-FiCCESS W i i L R L P Y  T R E  VARIOUS I,EY ILEMENTS O F  TEIE GON -4CT 
CN 'I'liE F I  hDIKCS AhD R E C C M K L N D A T I O N S  OF %WE FORES1:'RY 
P A S T L R  PLAN; ( c )  G I V E  A C L E A R  P I C T U H E  OF THE PROCESS THE 
DCNCIIi C O t 3 K U h ' I T Y  WENT T f i H O U C H  I N  ICEIJTIFYI KG C O h P O N E N T j  
FOR F I N A h C I N t i  BY PACH D G N O R ;  P.N,D ( D )  PROVIDE SUFFICISNT 
I N F C d P ' A T ' I O N  C N  WHY T E E  P I S S I G N  SLLdCTED 'l':iN A C T I V I ' I ' I L S  
I T  D I D  FOR A . I . D .  F I K A N C I N G ,  

3. D U R I N G  THE C O U R S E  OF BOTH R F V I E U S ,  M ~ S S I O N  
hhPHLShKTATIVES T A Y L O R  A N D  MAXVELL D I D  PHOV IDE 
SUFFICIENT I N F O R M A ' I ' I C , . ;  T O  CONVINCE A I D / W  'I'IiAI': ( A )  THF 
CC;ti'1'hN1I' OF 'I'HL NLW F C R E S T R Y  P R O C R A M  K A S  T E C H N I C A L L Y  
j C U h D ,  ( B )  T H A T  T H E  hEW C O N  F O L , I C I E S ,  IF A D O P I I ' E D  Ah' l )  
I P P L L P ' E N T L D  A'I' T!iB D I S T h I C T  AND P A K C B a i A ' I '  L L V L L ,  P H O V J ~ ~  
T H E  B A S 1  S FCR S U C C E S S F U L  I P F L E M E N T A T I C N  OF l'UE PRQCRAIV. ,  
AP!U ( C )  T N L  CCNOR COODERATION/COOHDINATION T O  n A P t  EAS 



1/4 U N C L A S S I F I E D  S T A T E  4:4lOk!/dl 
- 

B E E N  E X C E P T I O N A L L Y  G O O D .  ' ( T A Y L O R  AND MAXWELL A R E  '1U BE rn 

c U 1 , ,  ; , v 2 E ~  ON T H E I R  P R E S E N T A T I O N S  O F  T H E  P R O J E C T  A f r C  
1'1:LIr, H E S P O N S I V E N E S S  I N  A D D R E S S I N G  O U R  C O N C E R N S  A N D  Page - B - 2  ; - 

a 

4. f ? l S S I O N  R E P S  N O T E D  T H A T  T H E R E  I S '  R I S h  T H A T  T H E  
YHOJECT WOULD NOT B E  A U T H O R I Z E D  I F  C O N  A D O P T I O N  O F  At4D 
C \ - " "  a , r ,  l'"\:Lr;T A .  T O  C A R R Y I N G  O U T  ' K E Y  P R O V I S I O N S  O F  T H E  
F C l i i ~ t ' l ' R Y  r A S T E R  P L A N  IS N O T  F O R T H C O M I N G  . THE! P L H T H i R  
hOTED T H A T  K H I L E  T H E R E  I S  R E A S O N A B L E  E X P E C T A T I O N  T H A T  
T H E  P R O J E C T  CAN BE F U L L Y  D E V E L O P E D  AND A U T H O h I Z E D  I N  FY 
88, T E E  M I S S I O N  IS URDER NO P R E S S U R E  T O  D C  S O .  I T  WOULD 
B E  P R E F E R A B L E  T O  E N S U R E  W I T H  O T H E R  DONOR P A R T N E H S  T H A T  
A L L  C R I T I C A L  E L E M E N T S  N E C E S S A R Y  F O R  P R O J E C T  S U C C E S S  A R E  
I N  P L A C E  B E F O R E  T H E  P R O J E C T  I S  h U T H O R I Z E D .  

5. THE A N P I C  CONCLUDED THAT TEE M I S S I O N  A AS C O G N I Z A N T  
O F  T H E  I S S U E S  T O  BE RESOLVE!' A N D  O F  T H E  R E M A I N I N G  S T E P S  
T O  BE T A K E N  BEFORE T H E  P R O J E C T  I S  A U T H O R I Z E D .  1 1 '  WAS 
D E C I D E D  T O  A P P R O V E  TBR P I D  A N D  T O  D E L E G A T E  T O  THE 
E I S S I O N  D I R E C T O R  A U T B u A I T Y  T O  A P P R O V E  T H E  PP AND 
A U T H O R I Z E  T H E  P R O J E C T .  H O W E V E R ,  B E F O R E  A P P R O V I N G  T H E  PP 
A N D  A U T H O R I Z I N G  T H E  P R O J E C T ,  T H E  M I S S I O N  D I R E C T O R  S H O U L D  
S A T I S F Y  H I M S E L F  T H A T  E V E N T S  C R I T I C A L  T O  P R O J E C T  S U C C E S S  
E A V E  O C C U R S E D  O R  S A T I S F A C T O R Y  P R O G R E S S  HAS BEEN MADE, 
AKD T H A T  T H R O U G H  T H E  C O M B I N E D  E F F O R T S  O F  A L L  THE D O N O R S ,  
T H E  h E C E S S A R Y  I N P U T S  F O R  P R O G R A M  S U C C E S S  W I 7 . L  BE 
P R O V I D E D  I N  A  T I Y E L Y  MANNER.  T H E  T H H E E  C R I T I C A L  E V E N T S  
T H A T  MUST O C C U f i  B E F O R E  T H E  P R O J E C T  C A N  BE A C ' i H O R I Z E D  ARE: 

( A )  GON M U S T  S V C C E S S F U L L T  M E E T  T Z E  WORLD BA.NK'S F I V F  

C O N E I T I O N S  P R E C E D E N T  FOR S E N D I N G  A F I N A L  F O R E S T R Y  111 
A P P P 9 I S A L  TFAM. . 
- ( B )   GO^ M U S T  P R E S E N T  T H E  D R A F T  M A S T E R  P L A N  TO T l i S  
C O N O E S  A N C  T E E  S I G N I F I C A h T  I S S U E S / C O N C E R N S  R A I S E C  3Y THE 
C O N O K S  C U B I N G  T H E  C O U R S E  OF T H E  R E V I E W  OF THE P R O P G S E D  
K A S T E E  PLAN S H O U L D  YE R k S O L V B D ,  

- ( C )  THE D O N O R S  M U S T  D S V E L O P  A D h C I S I O N  VATHLX T H A T  
C E P I N E S  T H E  I S S U E S ,  HOW T H E Y  W I L L  Eli  R E S O L V E D ,  A N E  T H E  
E O L E  O F  E A C H  DONOR I N  T H E  O V E R A L L  P R O G R A M .  

A I D / W  A L S O  R E C O G N I Z E S  T H A T ,  IN T H E  P R O C E S S  OF D E V E L O P I N G  
T E E  PY, A K A L Y S I S  AND E V O L V I N G  E V E N T S  MAY I f E S U L T  I K  A 
D E T E R K I N A T I O N  THAT I N  E X A M I N I N G  T H E  C R I T I C A L  EVEf ' iTS 
I I S T E D  BELOW, E I T H E H  A D D I T I O N A L  ELENEKTS K A Y  E M E R G E  l'lihT 
S B O U L C  BE A D D E D  O R  S E V E R A L  MAY P R O V P  T O  BE O V E R T A K E N  BY 
EVENTS CR PHOVEW T O  3E L E S S  C R I T I C A L  1HA8 O i t I C I S B L L Y  
F O R E S E E N .  THE W I S S I O N  IS  C H A R G E D  T O  E X E E C I S S  
ET 
~411dc! 
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C O N O F  If l  E!;3ESY SECTOR,  I! r Z C I S I O N  P?ATiiIX TO LSSIST 
P,ANAG-KEtiT QL ' IC ILY  GRASP A SbNSS Or' TEE iSS1!)-.? P.',;D ':,i13 
GAS RZS?OPi3IJ! ,E FOR R E S O L V I h C  PHFV AND IN W Z A T  T I K E  
FRAME. S I M I 1 , l R L T  THE D E C I S I C ? l  MATRIX WE H A V E  I b  MIND 
L C U L D  LISP TEE T O P I C S  OUTLINED BELCW ALONG TEP LLPT S I D E  
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EOLLO'AS : FECFOSE3 RESGLUTIONS,  STATUS OF A C T I O N S ,  
FC2CilL ACTICNS RTQUIHED,  B Y  iHOM, A N D  #HEN. 

7. L E Y  I S S U I S / T O P I C S  WITH SUGGESTZD V E X F I A B L E  
Ih' ,T"P"n'?; i  .d-u .A"- GF 3ESOL';ITION WAICH SEOULD BE L I S T E D  IN TIE 
LXZT Ti3 CGLL'YES O ?  TEE D E T i S I O N  VITRIX, ABE PROVIPZD 
E E L C k .  kE FAYE L L b P T E D  THXM iRG% A POLICY CV3HVIEh 
 PA:^?, ?RZI.b!?ED i j Y  'l'i3E F ? I S S I O N  RE? A T  TEE: P I D  REVIEY.  
TE256 P A Y  E E  KOEE I S S V E S  THAT T E E  MISSIOPi  CB ANCTEZ? 
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iCEESTEY PB0CiiJ.Y. P R C F O S E 3  RESOLUTION: :!!EKE SHOULC B E  
A L L K C ~ , S T E A l A 2 i . S  S Y I F T  IN COEMUNITI P O a E S T R Y  PHOtiXAM 
Thii2L'IS ?EL? TEE? TLANTING TO LOCAL MANAGERENT I f i D I C E S .  

- 3 .  ISSUX: I LL-ZZFINED ORGANIZATIONIL STRUCTURE !'I!?, 

IP,"LLYtftTh'!:\:5 CI' T5.E F3RESTRY P2OCHAK.  PhGPC5ED 
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HESOLUTION: THE CON WILu DPVELOY AN ORGANIZATIONAL 
STRUCTURE FOR TEE IMFLEXENTATION OF THE PROJECT W H I C H  
INCLUDES CLEAR, D E T A I L E D  JOB D E S C R I P T I  ONS/DUTIES A N D  
R E S P O N S l B l L l T I E S  OF S T A F F  AT BOTH LOCAL A N D  CENTHAL 
LEVELS, AS WELL AS LdCAL CONMUNITY HESPONSI B I L I T I E S .  Page - B. 

. . - 

-- 6 .  I S S U E :  THE PRIVATE SFCTOR HAS NOT BEEN 
S U F F I C I E N T L Y  INVOLVED IN THE CON 'S FORESTRY PROGRAM, 
PROPOSED RESOLUTION: THE BASIC RECOMMENDATIONS OF , 

USAID'S FORESTRY PRIVATE: SECTOR STUDY HAVE BEEN 
CONS IDERPD AND I NC08YOHATED INTO THE FOHESTRI  PROCHAP! 
AKD TEE A I D  PROJECT AS APPROPRIATE. 

( B )  LAND MANACEMENT 
' !  

r- I. ISSUE:  LAC^ OF 'ADEQUATE'..MAPS OF THE FOREST 
LANDS. PROPOSED RESOLUTION: * THE CON PBOEULCATES 

' SLMPLE, UNAMBIGUOUS PROCEDURES FOR FOREST SURVEY AND 
MAPPING, FOREST VANAGFJIENT PLANNING AND T q E  TRANSFER 3P 
MANACEMENT B E S P O N S I B I I d T I E S  FROM TEE MFSC T O  LOCAL 

- 2.  I S S U E :  T R A N S F E R J I O F  T I T L E S  TO THE PANCEAYATS A N D  
U T I L I Z A T I O N  C O M M I T T E E S .  PROPOSED RESOLUTION: CLEAR 
EVIDENCE OF PROGRESS TOWARDS THE CON PROVIDING LEGAL 
LhTITLbMENT OF PRE FORESTS TO LOCAL PANCHAYATS AND 
U T I  II  Z A T I O N  C O M M I T T E E S .  THE G O N  REMOVES T E E  C U R R E N T  
C E I L I N G S  O N  TEE A R E A  OF PANCHAYAT FORESTS AND, PANCHAYAT 
PROTECTED FORESTS THAT CAN BE'HANDED. OVER TO LOCAL, 
COMhUNITIES.  

- 3. I S S U E :  OYNEHSHIP AND U T I L I Z A T I O N  OF THh FOEESTS 
BY PRIVATE INDIVIDUALS AhD E N T I T I E S *  .PROPOSED 
~ E S O L U T I O C J :  T H E  C O N  r l L L  D R A F T  A N D  I N I T I A T E  TEIE FORMAL 
P R O C E S S  T O  P R O V I D E  T H E  LEGAL A N D  A ~ ~ M ~ I S T R A Y I V E  
PEOCEDURES FOR THE OWNERSHIP AND U T I L I Z A T I O N  OF TREES ON 
PHIVATICLY OhNXD LAND. THERE I S  RELSONABLE EVIDENCE ' IHgl' 
THE (;ON WILL CONTINUE: TO I S S U E  LEAShS FOR PUBLIC J'ORESTS 
BT 
H411d8 t 
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U N C L A S  SECTION w3 OF 04 STATE Q44108 
-,L. . 

TO COMMERCIAL FOEEST PhuDUCTS I N D U S T R I E S .  THB COK 1 A  
ACTIVELY ENCOURAGING PRIV!'PF SFCTOH INVOLVEMEFIT IN IPiPU'll 
SUPPLY AND ECREST PROCUCT U T l L i  ZATION A N D  MAh5kTIr;G. 

- ( C )  FOEESTRY F I N k N C c  ? . I I -  : : ;YISTYENT Page - B - 5  

- 1. I S S U E :  NEED FOR COMMUNITY RETENTION OF REVENUES 
FROK PANCHAYAT FORESTS.  PROPOSED RESOLUTIOb:  THE CON 
P A S S E S  L E G I S L A T I O N  ANC/OR AC2?TS REGULATIONS ALLObING 
THE RETENTION OF REVENUES "OK PANCHbYAT PROTECTED 
E'ORESTS A T  THE LOCAL LEVZL. 

-- 2. I S S U E :  NEED FOR IMPROVED PROGRAM BUDGETING AND 
PROJECT MONITORING PROCBDUHES: PROPOSED RBSOLUTION: 
TEE MFSC IMPLEMENTS PROGRAM BUDGETING AND PROJECT 
RONITOBIfiG PROCEDURES A T  BOTH T E E  CENTRAL AND LOCAL 
LEVELS AS DEVELOPED BY THE MINISTRY OF F I b A N C E .  

- 3 I S S U E :  NECESSARY E X P E D I T I O U S  T I M I N G  OF BUDGETARY 
RELEASES: YEOPOSED RESCLUTION: THE MINISTRY OF FINANC3 
R E V I S E S  BUDGET ADMINISTRATIVE PROCEDUEES TO PERMIT 
L X P E D I T I O U S  RELEASE OF AT LEAST 25 PERCENT CF NEV F I S C A L  
YEAE BUCGETS IN JULY/AUGUST SO THAT F I E L D  OPERATIOidS C A N  
66 FULLY EXCUTED DURING THE KONSOON P L A N ' I N G  SEASON. 

e.  I N  ADDITION TO T E E  ABOVE POLICY/PhOGbAWATIC I S S U E S  
V H I C H  SHOULD BE INCORPOBATED INTO THE P P  APPROVAL 
L E C I S I O N  MATRIX DESCRIBED ABOVE, T H E  3 P  SHOULD ALSO 
ADDKESS TEE AID/W CONCERNS. WAICB YERE DISCUSSED AT THE 
P I D  HEVIEkS. THESE ARE: 

A. FORASTRY PROGHAP!/PASTER PLAN: TEE P I D  D I D  NOT 

hChUUATELY PHESENT 8 0 k  THE MASTER PLAN STRATEGY AND 
C O N C E P T  I S  T O  BE T R A N S F O R M E D  I N T O  A C O M P R E H E N S I V E ,  
IPPLEMENTABLE FORESTRY PEOGRAK, AS WELL AS WHICH DUNCRS 
k I L L  FINANCE WHAT PART OF I T  OVER WHAT P E R I O D  A N D  AT 
bRAT LEVEL. THE CONTEXT O F  A. I .D. 'S  ASSISTANCE IN THE 
OVERALL KULTI-DOMOH BIFOHT I S  UNCLEAR. FOH dXAMPLE, 
\HAT I S  T 9 E  CONTENT OF EACH DONOR'S EFFOHT IN TRAIKING 

- AhD EX'I'ENSIOH, ANC BOW DO THEY INTEFiRELATl? H0h DO 
F I E L D  PROGRAMS SUPPORT THE P O L I C Y / I N S T I T U T I O N A L  
C B J E C T I V E  O F  THE OVERALL PROGEAM? HOW WILL FCHTHER 
A S S I S T A R C E  TO I B E  M I N I S T R Y  OF FOHESTRY AT THE CENTHAL 
LEVEL SUPPOKT AfSD ENSURE THE SMOOTH IMPLEKEITATION O F  
TE8 VI'l'AL F I E L D  FROGRAW? 

9- POLICY FHAYEYORK: ?BE ?? SEOUL9 PAOB!DS A!; A W A L Y S l S  
CF THE POLICY FRAEEWORn OF THE FORESTRY PHOGRAH, AhD THE 
L I d E L I i i O O D  CF SUCCESSFUL IRPLEMENTATION OF TUN K E Y  
Y C L I C I X S  IN T H E  F I E L D .  T H I S  SECTION O F  THE YP SHOULD 
L i A i l  I h T O  THE PRESENTATION O F  T H 6  P b C I S I O N  ~ 'ATHIX A N D  
LOT BE 8EDUNDENT TO I T .  

C .  ~ R I V A T E  E N T E R P R I  S E / I N C O M E  G E N E R A T I O N :  $E U N D P H S T A N C  
'1Ec E'C2SS'iHY PiiOGRAE: IKCLUDES A N  JiMPHASIS O K  PRIVATL 
S L C S O 2  E h T I T I E S  ASSCC IATED WITH THE FORESTRY SECTOh.  
S I f i C b  TEE P I C  D I E  NOT GO INTO ANY DL'I'AIL CN 'I'Hk CON'l'Lb'I' 
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O F  THE M A S T E R  P L A N  A N D  u V E R A L L  : F O R E S T R Y  F R O G R A M ,  T H E  
H O L E  O F  TIE P R I V A T E  S E C T O R  I N  T H E  PROGRAM k A S  NOT H A D E  
C L E A R .  W H E T H E E  I T  B E  P R O D U C T I Q N - R E L A T E D  E h T E h P R  I S E S  
( E . G .  NURSERIES)  OH U S E H  E N T E R P R I S E S  (E.G. YOOD P H O D U C T S  
I N G U S T J I , S ;  TZE F S I V A T E  S E C T O R  CAN A N D  S E O U L D  PLAY A Page - B - ~  
K A J O R  H O L E  I N  ~ E P A L ' s  F O R E S T R Y  S E C T O R .  E X C E P T  F U R  T H B  
S T O V E  C O M P O N E N T  O F  A . 1  . D .  'S P R O J E C T ,  OUR A S S I S T A N C E  I S  
T A R G E T E D  AT TWO GON C E N T R A I ,  : L E V E L  O F F I C E S  T H E  PP 
S H O U L D  D I S C U S S  A N D  C L A R I F Y  THE R O L E  O F  T H E  P R I V A T E  
S E C T O R  I N  THE O V E R A L L  F O R E S T R Y  PROGRAM A N D  S P E C I F Y  HOW 
A . I . D .  W I L L  I N T E R F A C E  W I T H  T H E  P R I V A T E  S E C T O R .  

D .  S O C I O - E C O M O M I C  R E S E A X C H :  I S  A D D I T I O N A L  
S OC LO-IdCONOFI C  R E S E A R C H  NEEDEB I N  THE F O R E S k R Y  A R E A  EOR 
F G R T B E R  D E F I N I T J O N  O R  I M P L E M E h T A T I O N  OF M A S T E R  P L A N  
R E C O M M E N D A T I O N S ?  S H O U L D  A.1-.D, S U P P O R T  I T  U N D E R  T H I S  
P R O P O S A L ,  E .C., R E S E A R C H  R E I i A T E D  T O  E C O N O M I C  R E T U R N S  
PROM C U R R E N T  L A N D  U S E  PATTERNS? WHO S H O U L D  DO THE 
R E S E A R C H ?  WHA? I S  T H E  P O T E N T I A L  F O H  I N T E G R A T I N G  S U C H  
S O C  I O - E C O N O M I C  R E S E A R C B  W I T H ;  T H E  B I O L O G I C A L  R E S E A i i C E  
P R O G R A M  F U N C E D  B Y  T H E  Un? 

E .  R E C U R R E N T  C O S T S  AND S U S T A I J i A B I L I T Y ' :  T H E  PP S H O U L C  
FULLY A D D R E S S  T H E  Q U E S T I O N  O Y - ; R E C U R B E N T  C O S T  F I N A N C I N G  

B C T H  D U E I N G  A N D  AFTER T H E  A . I ; D .  ' PROJECT,  A S  NOTED BY 
T h E  E I S S I O N  I N  THE I S S U E S  S E C T I O N  O F  T H E  P I D .  

I?. DONOR C C O R D I N A T I O N :  DONOR C O O R D I N A T I O N  A N D  
C O N S E N S U S  B U I L D I N G  # I L L  B E  I M P O R T A N T  IN P U S H I N G  A L O N G  
P G L I C T  RLIOFi~/ADOPTION/IfiPLEME;N'SbTI O N ,  A N D  I N  O P T I M I  Z I N C  

- D O N O R  A S S I S T A N C E .  THE' PY S H O U L D  nIscuss H O U  T A T S  W I L L  
EL A C B I E V E C .  

G .  O V E K G ~ ~ A Z I N G / R A N G E  MANAGEMMT:  THE P I D  A ~ J D  O T H E R  
C C N O R  D O C U M E N T A T I O N  A V A I L A B L E  'IN AID/V IS S I L E N T  ON T H I S  
V I T A L  C O K C E F ~ N .  M I S S I O N  REPS ' .ORAL RESPONSE D U R I N G  T H E  
F I D  3EVIEk T A A T  L O C A L  C O N T R O L  S V E H  T H E  F O R E S T S  M I L L  
E T 
f41!J& 
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RESULT IN BETTER MANAGEMENT OF CAALING I S  ONLY A PARTIAL 
ANSYEE. THE P P  SHOULD ADDRESS T A I S  TOPIC LKD SAO!!! HON 
THE OVERGEAZING FROHLEM WILL ::i ?I.:.LT ' i I T B  If4 GUR 
PLAhNING A N D  PROJECT MONITORING A C ' r I V I I ' I E S  BEYOND PUREpage , 8-7 
RELIANCE Oh' THE LOCAL COFMUNITIES '10 SOLVE T H I S  PHOBLXN. 

H .  PEACE CORPS INVOLVEMENT: S I N C E  THE PEACE CORPS WILL 
BE INVOLVED IN THE PROGRAM, PETHODS FOR A .I .D. 
COORDINATION WITH THE PEACE CORPS IN WASHINGTON AND IN 
THE F I E L D  NEED TO BE IEPROVED. THE ROLE OF THE PEACE 
CORPS SHOULD BE: DISCUSSED AND CESCRIBED IN THE P P .  

I .  STOVE COMPONENT: GIVEN HISTORY ELSEWHERE, WHAT 
APPROACH WILL BE TAliEN TO ENSURE .SUCCESSFUL 
COMMERC I A L I  ZATI O N ?  WHAT LESSOKS WEbE LEARNED IN THE 
RAPTI COMPONENT FOR IFPROVED STOVES? HOW ARE THESE 
BEING INCORPCRATED INTO T H I S  PROJECT? 

J .  WOMEN IN DEVELOPMENT: GIVEN THE IMPORTANT ROLE 
LOMBN FLAY IN T E E  FOflESTRY ShCTOR, THE YP SHOULD PULLY 
ADDRESS THE NEED FOR STRONG WID INPUT INFO THE 
KULTI-DONCR PROGRAM. 

h .  BUDGET/COSTING: PROJECT COSTING IN THE P I D  NOT WELL 
SUPPORTED. THE P P  d I  IL HAVE TO PROVIDE S U F F I C I E N T  
ANAIHSIS BEFORE A DOLS 7.0 MILLION BUDGET CAN BE 
CONSIDERED ADEQUATE. FOR EXAKPLE, LONG TERM TECHNICAL 
ASSISTAbCE AT DOLS 125,000 PER YEAR SEEMS TOO LOM, GIVEN 
LEVLL OF T A  PROPOSED. PLEASE REVIEV THESE COSTS CLOSELY. 

L. LESSONS LEARNED: PP  EHOULD PROVIDE A DISCUSSION OF 
LLSSONS LEARNED FROM PAST FORESTRY PROJECTS IN NkPAL A N D  
RELEVAKT EFFORTS UNDER RAPTI .  WHY F I L L  T H I S  NEYt' 
AEPROACH WCEn EETTER THAN THOSE TRIED P R E V I O ~ S L Y ?  

M.  EVALUATION: THE P I D  DOES NOT DISCUSS EVALUATION. 

BECAUSE OF THE PROGRAM'S COMPREHENSI VE APPROACS A N D  
P8ULTIDONOR NATGRE, MONITORING AND EVALUATI OK Db4:IKG l'HE 
PROJECT AND AT I T S  CONCLUSIOh FOR LESSONS LEARNED TAKES 
ON S P h C I A L  IFIPORTAWCE. THE; P P  SHOULD FULLY DISCUSS TEL 
PLAN FOR EV ALUATI O N .  SHULTZ 
BT 
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F o r e s t r y  Development P r o j e c t  
PID APPROVAL PESSAGE AND RESPONSE TO ANFAC ISSUES 

P r o j e c t  P a p e r  k s p o n s e  t o  ANPAC I s s u e s .  ( p e r  88 S t a t e  44108) 

I. T h r e e  c r i t i c a l  e v e n t s  t h a t  must o c c u r  b e f o r e  t h e  p r o j e c t  c a n  b e  
a u t h o r i z e d :  ( P a r a . 5  ) 

a )  HMG must s u c c e s s f u l l y  meet World Bank ' s  f i v e  c o n d i t i o n s  
p r e c e d e n t  t o  a p p r a i s a l  o f  F o r e s t r y  111. 
STATUS: A p p r a i s a l  Team f i e l d e d  i n  November 1 9 8 8 .  P r o j e c t  
n e g o t i a t i o n s  c o n d u c t e d  i n  Wash ing to  ;: Apri 1 1989. P r o j e c t  due t o  
be s i g n e d  i n  May. 

M )  HMG must r e s e n t  t h e  d r a f t  M a s t e r  P l a n  t o  t h e  d o n o r s  and t h e  
s i g n i f i c a n t  P s s u e s / c o n c e r n s  r a i s e d  b y  d o n o r s  d u r i n g  t h e  r e v i e w  
s h o u l d  be  r e s o l v e d .  
STAWS: F o r e s t r y  Master P l a n  r e v i e w  h e l d  May 19 ,1988  (see 
r e p o r t i n g  c a b l e  88 Kathmandu 3971) .  Very p o s i t i v e  r e s p o n s e  t o  t h e  
d r a f t  documents  f r o m  a l l  major d o n o r s .  I s s u e s  r a i s e d  b y  donor  
r e p r e s e n t a t i v e s  h a v e  b e e n  i n c o r p o r a t e d  i n t o  t h e  f i n a l  M a s t e r  P l a n  
documents .  A s e c o n d  p r e s e n t a t i o n  o f  t h e  f i n a l  documents  t o  t h e  
d o n o r s  i n i t i a l l y  s c h e d u l e d  f o r  t h e  end of  March has  b e e n  p o s t p o n e d  
u n t i l  a f t e r  t h e  r e s o l u t i o n  of t h e  c u r r e n t  t r a d e / t r a n s i t  i m p a s s e  
w i t h  I n d i a  ( t a r g e t  d a t e :  e a r l y  J u n e )  

, C )  Develop a ( f o r e s t r y  p o l i c y )  d e c i s i o n  m a t r i x  t h a t  d e f i n e s  
r e m a i n i n g  i s s u e s ,  how t h e y  w i l l  b e  r e s o l v e d ,  a n d  t h e  r o l e  of  eac,h 
d o n o r  i n  t h e  o v e r a l l  program. 
STATUS : F o r e s t r y  p o l i c y  d e c i s i o n  m a t r i  x p r e p a r e d  and  i n c l u d e d  i n  
t h e  P r o j e c t  P a p e r  ( F i g u r e  4 1 .  Donor i n t e r e s t  i n  s u p p o r t i n g  t h e  
t w e l v e  programs o f  t h e  M a s t e r  P l a n  was s o l i c i t e d  i n  t h e  May 1988  
r e v i e w  mee t ing .  R e s u l t s  o f  t h e s e  e x p r e s s i o n s  o f  i n t e r e s t  is 
p r e s e n t e d  i n  t h e  P r o c e e d i n g s  of  t h e  m e e t i n g  a s  w e l l  a s  i n  F i g u r e  1 
of  t h e  P r o j e c t  P a p e r .  The second M a s t e r  P l a n  r e v i e w  mee t ing ,  
s c h e d u l e d  f o r  J u n e  1989,  is e x p e c t e d  t o  f u r t h e r  r e f i n e  t h e  r o l e  o f  
e a c h  donor  i n  o v e r a l l  M a s t e r  P l a n  i i n p l e m e n t a t i o n .  

11. Key i s s u e s / t o p i c s  a n d  v e r i f i a b l e  i n d i c a t o r s  o f  r e s o l u t i o n  f o r  
t h e  d e c i s i o n  m a t r i x .  ( P a r a  . 7 )  

The t w e l v e  i s s u e s  n o t e d  i n  P a r a .  7 h a v e  b e e n  i n c l u d e d  i n  t h e  N e p a l  
Forestry P o l i c y  i iatr ix  ( F i g u r e  4 in t he  froject  ?aperj. 

111. A I D D  c o n c e r n s  d i s c u s s e d  a t  tt,: PID review t o  b e  a d d r e s s e d  i n  
t h e  P r o j e c t  P a p e r .  ( P a r a .  8 

a )  F o r e s t r y  p r o g r a m / ~ a s t e r  P l a n :  The M a s t e r  P l a n  s t r a t e g y  and 
c o n c e p t  has  b e e n  h l l y  d e v e l o p e d  f o l l o w i n g  s u b m i s s i o n  of  t h e  PID 
t o  A I D h  i n  December , l987 .  T h i s  is  o u t l i n e d  i n  S e c t i o n  1 I . B .  o f  
t h e  P r o j e c t  P a p e r .  F o r  t h o s e  i n t e r e s t e d  i n  a d d i t i o n a l  d e t a i l s ,  
s e v e r a l  V a s t e r  P l a n  documents  a r e  ~ 7 r t i c u l a r l y  u s e f u l  i n c l u d i n g  
t h e  E x e c u t i v e  Summary, t h e  Main R e p ~ r t ,  and  t h e  F o r e s t r y  P o l i c y .  
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b )  P o l i c y  framework:  S e e  S e c t i o n  I I . B . l  o f  t h e  P r o j e c t  P a p e r  
a l o n g  w i t h  F i g u r e  4 N e  a 1  F o r e s t r y  P o l i c y  M a t r i x .  F o r  t h o s e  
i n t e r e s t e d i n  additions ! d e t a i l s ,  t h e  M a s t e r  P l a n  F o r e s t r y  P o l i c y  
document is  p a r t i c u l a r l y  i m p o r t a n t .  Changes  i n  t h e  p o l i c y  
e n v i r o n m e n t  a r e  a l s o  d e s c r i b e d  i n  t h e  T e c h n i c a l  A n a l y s i s  (Appendix  
1). 

C )  P r i v a t e  e n t e r p r i s e / i n c o m e  g e n e r a t i o n :  S e e  S e c t i o n  II.B.2. 
A d d i t i o n a l  d e t a i l s  a r e  a v a i l a b l e  i n  t h e  Master P l a n  documents. 

d )  Socio-economic  r e s e a r c h :  Wi th  t h e  f a l l i n g  o u t  o f  t h e  p r o p o s e d  
t h i r d  component o f  FDP ( F o r e s t  l a n d u s e  p l a n n i n g ) ,  USAID s u p p o r t  
f o r  s o c i o - e c o n o m i c  r e s e a r c h  w i l l  be l i m i t e d  t o  t h e  p o l i c y / p l a n n i n g  
work c a r r i e d  o u t  u n d e r  component I a n d  t h e  m a r k e t i n g  and s o c i a l  
a c c e p t a b i l i t y  s t u d i e s  c a r r i e d  o u t  u n d e r  component 11. Mas te r  P l a n  
Program No. 7 :  F o r e s t r y  R e s e a r c h  & E x t e n s i o n  i s  t o  be funded 
p r i m a r i l y  G y  ODA. T h i s  w i l l  i n c l u d e  s u b s t a n t i a l l y  i n c r e a s e d  d o s e s  
o f  s o c i o - e c o n o m i c  r e s e a r c h  i n  a d d i t i o n  t o  t h e  b i o l o g i c a l  r e s e a r c h  
a l r e a d y  s u p p o r t e d  b y  ODA. I n  a d d i t i o n ,  USAID w i l l  be s u p p o r t i n g  
s o c i o - e c o n o m i c  r e s e a r c h  i n  f o r e s t r y  t h r o u g h  t h e  I n s t i t u t e  o f  
F o r e s t r y  p r o j e c t  (367-01541, t h r o u g h  a g r a n t  t o  Winrock f o r  t h e  
P o l i c y  A n a l y s i s  i n  A g r i c u l t u r e  a n d  R e l a t e d  R e s o u r c e  Management 
p r o j e c t ,  and t h r o u g h  F/FRED a c t i v i t i e s  i n  Nepa l  l i n k e d  t o  t h e  
I n e t i t u t e  o f  F o r e s t r y ,  t h e  I n s t i t u t e  o f  A g r i c l u t r e  & Animal 
S c i e n c e s ,  a n d  t h e  MFSC Depar tment  o f  F o r e s t  & P l a n t  R e s e a r c h .  

el R e c u r r e n t  costs and s u s t a i n a b i l i t y :  S e e  S e c t i o n  1 I I . B .  a n d  
Appendix  3. 

f 1 Donor c o o r d i n a t i o n :  An a c t i v e  s y s t e m  o f  f o r e s t r y  s e c t o r  d o r : ~ r  
c o o r d i n a t i o n  i s  a l r e a d y  o p e r a t i o n a l  i n  Nepa l .  T h i s  has b e e n  n o t e d  
a t  s e v e r a l  p o i n t s  i n  t h e  PP t e x t .  The d o n o r  c o o r d i n a t i o n  i n  
f o r e s t r y  is p a r t  of  a  much l a r g e r ,  t h r e e  t i e r  s y s t e m  of HMG/donor 
a n d  d o n o r / d o n o r  c o o r d i n a t i o n  d e v e l o p e d  i n  Nepa l  u n d e r  t h e  a e g i s  o f  
t h e  P d n i s t r y  o f  F i n a n c e  o n  t h e  HMG s i d e  and UNDP a n d  t h e  World 
Bank o n  t h e  d o n o r  s i d e .  S e e  S e c t i o n  1I .C.  f o r  a d i s c u s s i o n  o f  
l i n k a g e s  b e t w e e n  FDP and  o t h e r  d o n m  f o r e s t r y  p r o  j e c t s / p r o g r a m s .  

g  ) ~ v e r g r a z i n g / r  a n g e  management: T h e r e  h a v e  b e e n  s e v e r a l  
i m p o r t a n t  i n i t i t i a t i v e s  i n  t h i s  a r e a  o v e r  t h e  p a s t  y e a r .  UNDP/FA0 
i s  f u n d i n g  two p r o j e c t s  ( o n e  n a t i o n s 1  t h e  o t h e r  r e g i o n a x )  o n  r a n g e  
a n d  p a s t u r e  management. ADB h a s  f u . , d e d  a n  i m p o r t a n t  L i v e s t o c k  
R e g u l a t o r y  Review Study t h r o u q h  i t s  Secodn Livestock Development 
P r o j e c t  and  i s  t o  f u n d  a  m a j o r  L i v e s t o c k  S e c t o r  S tudy  i n  Nepa l .  
Tne i s s u e s  a s s o c i a t e d  w i t h  l i v e s t o c k / f o r e s t r y  i n t e r a c t i o n s  w i l l  be 
t h e  s u b j e c t  o f  s t u d y  u n d e r  FDP component I as  w e l l  a s  under  t h e  
USAID g r a n t  t o  Winrock f o r  P c l i c y  A n a l y s i s  i n  A g r i c u l t u r e  and 
R e l a t e d  R e s o u r c e  Management. A t  t h e  same time, f i e l d  programs i n  
l i v e s t o c k  and  f o r e s t r y  a r e  g e t t i n g  underway i n  t h e  R a p t i  
Development Pro  ject . 
A t  t h e  same time, t h e r e  c o n t i n u e  t o  b e  e n c o u r a g i n g  i n d i c a t i o n s  
f r o m  v a r i o u s  p a r t s  of  Nepa l  t h a t  l o c a l  c o n t r o l  o v e r  f o r e s t s  i s  
r e s u l t i n g  i n  more c a r e f u l  management of  g r a z i n g  and t h a t  f a r m e r s  
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are increasingly turning to stall feeding to support improved 
breeds. To cite one example from the Nepal-Australia Forestry 
Project: "Another surprise, of equal importance, awaited us. 
There was a widespread belief that grazing land and plantations 
would soon come into conflict in terms of land allocation. This 
seemed emminently reasonable and we expected that, in a given 
panchayat, the area to be vo1untariJ.y allocated for new forests 
would be small and be planted in a very few years. Events proved 
this to be false. Panchayats planted more land, year after year, 
until relatively,little common land remained. This came about by 
an almost complete conversion of animal husbandry to 
stall-feeding, or rather tethered-feeding, Instead of buffalo, 
cattle and goats seeking their own food, fodder is now brought to 
them while tethered on terraces or in stalls for much of the day. 
Mahat et.al(1987) record that 241 out of a total of 323 animals in 
Thokarpa panchayat are now 'stall-fed' ( i r i  the sense of the 
previous sentence) for most of the year. On a visit to Phulbari 
panchayat in 1986, I was told that almost all farm animals were 
tethered. Three main reasons are given for this astonishing 
change. First, that the new forests produce more edible material 
than grazing land. Second, that it is easier and quicker to hand 
feed than to herd. Third, that manure is better placed for 
distribution onto agricultural land." (Griffith, 1988, p. 69) 

h )  Peace Corps involvement: See Section II.E.1. 

i) Stove component: See Section II.D.2. a & b. 

j) Women in development: A WID component is to be funded by 
UNDP/FAO under the H ~ G / ~ o r l d  Bank Second Community Forestry 
Project (Hills). Gender issues in forestry will also be a topic 
of study and analysis under FDP component I. 

k )  Budget/costing: Experience with ongoing TA contrac's in Nepal 
indicate a figure of $160,000 per person year. This f ~ g u r e  has 
been used in the PP budget calculations. 

1) Lessons learned: See Sections I1.A and II.D,l,a & b. 

m )  Evaluation: See Section 1v.k'. 
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A.  KING-TERM TRAINING. 

X Hdc. Fellowship-US MP8C/PD 
f o r e r t  ~ c o n t n n i c r /  
pleming ( 2  3 I2 9*/3 12 9 *+ 

I Regional  Study MFS C/ PD 
Tour o n  F o r e e t r y  ( 3  1 6 6 
P lann ing  w e o k s ( l ) ~ e k s ( 2 )  

E. IN-COUNTRY TRAINING. 

A budget of $100,00 hne been included f o r  in-country t r a i n i n g  ($50,000 f o r  
component I, $ 50,000 f o r  component 11). D e t a i l a  t6  be a p e f l e d  o u t  i n  g r j o e c t  
o p e r a t i o n a l  p lan .  

- - -  - - - - - - - - .- 

Note8 r 
f i r s t  2 p a r t i c i p a n t s  complete degree8 and r e t u r n  to Nepal 

** second 2  p a r t i c i p a n t c  c o m p l e t ~  degree8 end return t o  Nepal 
***  I n d i c a t i v e  t a r g e t s  f o r  budget purposes. Actual  number of course r  w i l l  depand 

on i n d i v i d u a l  c c u r e e  c o s t .  
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Scopes of Work f o r  Long-Term Techni ca 1 A s s i s t a n c e  P e r s o n n e l  

The p r o j e c t  t e c h n i c a l  a s s i s t a n c e  c o n t r a c t o r  w i l l  p r o v i d e  
app rox ima te ly  n i n e  p e r s o n  y e a r s  of l o n g  term t e c h n i c a l  
a s s i s t a n c e .  The p e r s o n s  a s s i g n e d  t o  t h e s e  p o s i t i o n s  w i l l  have  t h e  
f o l l o w i n g  d u t i e s  and r e s p o r . s i b i l i t i e s . .  D e t a i l e d  scopes  of work 
w i l l  be p r e p a r e d  b y  t h e  USAID Project O f f i c e r  and HMG/MFSC Project 
Director p r i o r  t o  t h e  s o l i c i t a t i o n  of b i d s  t h r o u g h  a Request  f o r  
P r o p o s a l s  ( R F P ) .  The S e n i o r  P l a n n i n g  Advisor  and F o r e s t  Economist  
w i l l  p r o v i d e  fo l low-up  s u p p o r t  f o r  p o s i t i o n s  c u r r e n t l y  funded b y  
t h e  ADB/FINNIDA Master  P l an  f o r  t h e  F o r e s t r y  Sector P r o j e c t .  Now 
t h a t  t h e  Mas te r  P l a n  h a s  been  p repa red  and  approved, a t t e n t i o n  
w i l l  f o c u s  on f u l l y  i n s t i t u t i o n a l i z i n g  t h e  p l a n n i n g  f u n c t i o n s ,  o n  
moving from l a r g e r - s c a l e  na t ionwide  p l a n n i n g  t o  Dis t r ic t  and 
s u b - D i s t r i c t  l e v e l s ,  and t o  t h e  d e t a i l e d  p l a n n i n g  and programming 
r e q u i r e d  f o r  t h e  imp lemen ta t ion  of t h e  t w e l v e  programs of t h e  
Master Plan .  

1. SENIOR PLANNING ADVISOR 

The S e n i o r  P l a n n i n g  Adv i so r  p o s i t i o n  w i l l  r u n  f o r  f i v e  y e a r s .  It 
i s  e x p e c t e d  t h a t  t h e  f i r s t  a d v i s o r  w i l l  be  r e c r u i t e d  f o r  a p e r i o d  
of a t  l e a s t  t h r e e  y e a r s .  He/she w i l l  work d i r e c t l y  w i t h  t h e  
C h i e f ,  MFSC P l a n n i n g  D i v i s i o n  and a s s i s t  i n  s t r e n g t h e n i n g  a l l  
e l e m e n t s  of t h e  p l a n n i n g  f u n c t i o n  a s  o u t l i n e d  i n  S e c t i o n  11. D. 
1. A s  t h e  job of t h e  S e n i o r  P l a n n i n g  Advisor  i n v o l v e s  h igh - l eve l  
work i n  t h e  program and p o l i c y  a r e n a s ,  t h e  i n d i v i d u a l  s e l e c t e d  
w i l l  r e q u i r e  g r e a t  p r o f e s s i o n a l  s t a t u r e  and e x t e n s i v e  e x p e r i e n c e  
i n  a d v i s i n g  f o r e i g n  o f f i c i a l s .  I n  o r d e r  t o  e f f e c t i v e l y  work w i t h  
MFSC and s e n i o r  HMG s t a f f ,  t h e  S e n i o r  P l a n n i n g  Adv i so r  must have  
b r o a d  v i s i o n ,  s t r o n g  t e c h n i c a l  c r e d e n t i a l s  and a working s t y l e  
t h a t  w i l l  be  e f f e c t i v e  i n  Nepal ' s  c u l t u r a l  c o n t e x t .  

Q u a l i f i c a t i o n s  f o r  t h e  S e n i o r  P l a n n i n g  Adv i so r  w i l l  i nc lude :  

A m a s t e r s  d e g r e e  or h i g h e r  i n  f o r e s t r y  w i t h  s p e c i a l i z a t i o n  
r e l a t e d  to  p l ann ing .  
A t  l e a s t  10 y e a r s  o f  e x p e r i e n c e  i n  f o r e s t r y  i n s t i t u t i o n a l  
development.  
D e t a i l e d  f a m i l i a r i t y  w i t h  program b u d g e t i n g  and o t h e r  
computer-based p l a n n i n g  and program f o r m u l a t i o n  t o o l s .  
E x t e n s i v e  e x p e r i e n c e  w i t h  f o r e s t r y  p r o j e c t  des ign ,  a n a l y s i s  
and eva l u a t  i o n .  
D e t a i l e d  f a m i l i a r i t y  w i t h  computer ized  planning/programming 
i n f o r m a t i o n  sys tems .  
Proven c a p a b i l i t y  i n  working o v e r s e a s  a d v i s i n g  s e n i o r - l e v e l  
f o r e i g n  o f f  i c i a  1s. 
Working knowledge of  South  Asian l anguage  (s) h ighly  d e s i r a b l e .  
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The S e n i o r  P l a n n i n g  A d v i s o r ' s  d u t i e s  w i l l  i n c l u d e :  
- 

a .  Coordinate? FDP project a c t i v i t i e s  as  o u t l i n e d  i n  t h e  p r o j e c t  
implementa t ion  p l a n  w i t h  p a r t i c u l a r  a t t e n t i o n  to: 

- 
* s t r e n g t h e n i n g  t h e  MFSC P l a n n i n g  D i v i s i o n  and t h e  M i n i s t r y ' s  
p l a n n i n g  SyStW, 
* i n s t i t a t i o n a l i  za t i o n  of  p l a n n i n g  f u n c t i o n s ,  . . 
*deve lop ing  a d d i t i o n a l  a n a l y t i c a l  c a p a b i l i t y ,  - 

* s t r e n g t h e n i n g  p r o j e c t  p l a n n i n g ,  a n a l y s i s  and e v a l u a t i o n ,  
*deve lop ing  MFSC program b u d g e t i i g  c a p a b i l i t i e s ,  and 
*des ign ing  and implement ing a n  MFSC planning/programming 
i n f o r m a t i o n  system.  

b .  After a s s e s s i n g  MFSC P l a n n i n g  D i v i s i o n  s t a f f  s k i l l s  and 
r e s o u r c e s ,  d e v e l o p  and implement t h e  p r o j e c t  t r a i n i n g  and 
commodity procurement  p l a n s  and program s u p p o r t  f o r  Component I. 

c .  Develop a sys t em of benchmarks to  m o n i t o r  implementa t ion  of t h e  
F o r e s t r y  Mas te r  P l a n  i n c l u d i n g :  i n p u t s ,  o u t p u t s  and . impac t s .  .- 

d.  C o o r d i n a t e  FDP i n p u t s  w i t h  t h o s e  p rov ided  b y  o t h e r  donors .  
P a r t i c u l a r l y  close c o o r d i n a t i o n  w i l l  be r e q u i r e d  w i t h  other MFSC 
i n s t i t u t i o n  b u i l d i n g  p r o j e c t s  (i.e. FINNIDA-supported work o n  
r e s o u r c e  i n f o r m a t i o n  sys t ems  and m o n i t o r i n g  & e v a l u a t i o n ) .  

e. Ca r ry  o u t  o t h e r  d u t i e s  i d e n t i f i e d  d u r i n g  p r o j e c t  implementa t ion  
t h a t  a r e  i n  consonance  w i t h  t h e  g o a l ,  pu rpose  and o b j e c t i v e s  of  
FDP . 
I n  a d d i t i o n ,  t h e  S e n i o r  P l ann ing  A d v i s o r  w i l l  s e r v e  a s  Team Leader 
f o r  t h e  c o n t r a c t o r  team. A s  such, he/she w i l l  be r e s p o n s i b l e  for :  

f .  Suppor t ,  c o o r d i n a t i o n  and per formance  o f  t h e  t e c h n i c a l  
a s s i s t a n c e  team ( lonq- te rm and short-term p e r s o n n e l  a s  w e l l  a s  
l o c a l  c o n s u l t a n t s  and s u b c o n t r a c t o r s  1 .  

g. S u p p o r t ,  c o o r d i n a t i o n  and pe r fo rmance  of  t h e  other e l emen t s  of 
t h e  p r o j e c t  t o  be c a r r i e d  o u t  b y  t h e  t e c h n i c a l  a s s i s t a n c e  
c o n t r a c t o r  i n c l u d i n g  p a r t i c i p a n t  t r a i n i n g ,  commodity procurement 
and program s u p p o r t  a c t i v i t i e s .  

g* Develop w i t h  o t h e r  meirhers of t h e  technical as3isteftct t e a m ,  
and t h e i r  HMG c o u n t e r p a r t s ,  a sys tem t o  mon i to r  and a s s e s s  FDP 
p r o j e c t  i n p u t s ,  o u t p u t s  and impacts .  

2. FOREST ECONOMIST 

The  F o r e s t  Economist  p o s i t i o n  i s  f o r  two y e a r s  and i s  des igned  t o  
p r o v i d e  s p e c i a l i z e d  s u p p o r t  pending  t h e  r e t u r n  of MFSC s t a f f  f rom 
t r a i n i n g  i n  f o r e s t r y  economics and p l ann ing .  The F o r e s t  Economist  
w i l l  work c l o s e l y  w i t h  t h e  S e n i o r  P l a n n i n g  Advisor  i n  
s t r e n g t h e n i n g  t h e  MFSC Plann ing  D i v i s i o n .  
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Q u a l i f i c a t i o n s  f o r  t h e  F o r e s t  Economist  w i l l  i n c l u d e :  

* A masters d e g r e e  o r  h i g h e r  i n  f o r e s t / r e s o u r c e  economics. - 

S p e c i a l  e x p e r t i s e / e x p e r i e n c e  i n  marke t ing  w i l l  be an  advantage .  
* A t  l e a s t  1 0  y e a r s  of  e x p e r i e n c e  i n  f o r e s t r y  or r e l a t e d  

r e s o u r c e  i n s t i t u t i o n a l  development i n c l u d i n g  work on program 
f o r m u l a t i o n ,  program b u d g e t i n g  and p r o j e c t  d e s i g n  & a n a l y s i s .  

* S u b s t a n t i v e  e x p e r i e n c e  i n  p o l i c y  a n a l y t i c  work. Work o n  b o t h  
macro and micro  economic i s s u e s  p r e f e r r e d .  * Detailed f a m i l i a r i t y  w i t h  computer ized  d a t a  a n a l y s i s  a s  w e l l  
a s  computer hardware  and s o f t w a r e .  

* Exper i ence  p r o v i d i n g  o n  t h e  job t r a i n i n g  t o  c o u n t e r p a r t s .  
* Proven c a p a b i l i t y  work ing  o v e r s e a s  a d v i s i n g  h i g h - l e v e l  f o r e i g n  - 

o f f i c i a l s  d e s i r a b l e .  - 

* F a m i l i a r i t y  w i t h  South A s i a n  language  (s) d e s i r a b l e .  

The F o r e s t  Economis t ' s  d u t i e s  w i l l  i n c l u d e :  
- 

a .  S t r e n g t h e n  t h e  a n a l y t i c a l  c a p a b i l i t y  of t h e  MESC Plann ing  
D i v i s i o n  w i t h  p a r t i c u l a r  a t t e n t i o n  t o  program f o r m u l a t i o n  and - 

p r o j e c t  d e s i g n  & a n a l y s i s .  

b .  Work w i t h  t h e  S e n i o r  P l a n n i n g  Adv i so r  and MFSC/HI and 
Depar tmenta l  s t a f f  t o  o p e r a t i o n a l i z e  a n  e f f e c t i v e ,  Minis t ry-wide 
program b u d g e t i n g  sys tem.  P r o v i d e  on  t h e  job t r a i n i n g  t o  MFSC a n d  
Departmsnta  1 P l a n n i n g  s t a f f  a s  r e q u i r e d .  -- 

c. D e v e l o ~  a  sy s t em t o  r e f i n e  and ~ ~ d a t e  economic d a t a  s e n e r a t e d '  
b y  t h e   aster k l a n  p r o j e c t  i n c l u d i n b  t h e  t r a n s l a t i o n  of -na t ionwide  

- 

and r e g i o n a l  d a t a  to  d i s t r i c t  and s u b - d i s t r i c t  l e v e l s .  

d. Develop a system o f  benchmarks t o  mon i to r  t h e  economic impac t s  
of imp lemen ta t ion  o f  t h e  F o r e s t r y  Mas te r  P lan .  

- 

e. A c t i v e l y  a s s i s t  i n  t h e  f o r m a t i o n  and o p e r a t i o n a l i z a t i o n  o f  t h e  
economic r e s e a r c h  working g roup  and u n d e r t a k e  work, i n  
c o l l a b o r a t i o n  wth MFSC c o l l e a g u e s ,  on p r i o r i t y  s p e c i a l  s t u d i e s  i n  L 

a r e a s  such a s :  c o s t b e n e f i t  a n a l y s i s ,  f o r e s t  p r o d u c t  p r o c e s s i n g  6 
marke t ing ,  and t h e  income and employment g e n e r a t i o n  a s p e c t s  of 
f o r e s t r y  development.  ( A c t i v i t y  C-6)  - 
f .  Assist t h e  Improved S t o v e s  Advisor  and program s t a f f  i f / a s  
r e q u i r e d  on  t h e  economic analysis of stove produetfun and 
marke t ing .  

g. P r o v i d e  gu idance  and b a c k s t o p p i n g  a s  a p p r o p r i a t e  f o r  t h e  f o u r  
c a n d i d a t e s  s e l e c t e d  f o r  M.S. t r a i n i n g  i n  t h e  U.S. i n  f o r e s t  
economics/planning.  

3. IMPROVED STOVES ADVISOR - 

T h e  Improved S t o v e s  Adv i so r  p o s i t i o n  w i l l  r u n  f o r  two y e a r s  w i t h  
the Advi so r  r e t u r n i n g  on  a  short-term b a s i s  i n  each  of t h e  
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remaining t h r e e  y e a r s  of t h e  project. Given t h e  importance of t h e  
improved s t o v e  program, t h e  wide-ranging changes requi red  i n  t h e  
c u r r e n t  mode of program implementation, t h e  Improved Stoves 
Advisor w i l l  r e q u i r e  s t r o n g  t e c h n i c a l  q u a l i f  i c a t l c m s ,  a proven 
t r a c k  record  i n  implementing a demand-driven, market-based 
program, and a working s t y l e  t h a t  w i l l  be e f f e c t i v e  i n  Nepal 's 
cu 1 t u r a  1 c o n t e x t .  

Q u a l i f i c a t i o n s  f o r  t h e  Improved Stoves  Advisor w i l l  include: 

A masters  degkee or h i g h e r  i n  an improved-stove r e l a t e d  f i e l d  
( f o r e s t r y ,  p h y s i c s ,  economics etc. 1. 

* A t  l e a s t  1 0  y e a r s  of exper ience  i n  f o r e s t r y  or r e l a t e d  
resource  management. 

* A t  l e a s t  5 y e a r s  of exper ience  wi th  improved s t o v e  programs 
i n c l u d i n g  s t o v e  d e s i g n  6 c o n s t r u c t i o n ,  f i e l d  i n s t a l l a t i o n  & 
monitoring,  and o v e r a l l  program des ign  and implementation. * Previous exper ience  w i t h  p r i v a t e '  s e c t o r  product ion  and 
market ing h igh ly  d e s i r a b l e .  . 

* Proven c a p a b i l i t y  i n  workinq overseas  i n  remote areas ,  * Working knowledge of South Asian language (s) highly d e s i r a b l e .  '- 

The Improved Stove  A d v i s o r ' s  d u t i e s  w i l l  i n c l u d e  : 

a .  Coordinate  o v e r a l l  implementat ion of t h e  FDP improved s t o v e s  
program a s  o u t l i n e d  i n  t h e  p r o j e c t  implementation p l a n  inc lud ing  : 

K 

*development, t e s t i n g ,  p roduc t ion  and market ing  of new s t o v 6  
models, 
*cookstove promotion, i n c l u d i n g  development of a d i s semina t ion  
s t r a t e g y  f o r  each s t o v e  model, t r a i n i n g  and extension,  and 
*ongoing cooks t o v e  development. 

b. E s t a b l i s h  l i a i s o n  w i t h  a l l  ongoing improved s t o v e  programs i n  
Nepa 1. - 

- 
c. Working w i t h i n  t h e  program framework of t h e  Master Plan and t h e  
implementation of Master  P l a n  Program No. 1 (Community 6 P r i v a t e  
F o r e s t r y )  through t h e  Department of F o r e s t ' s  Community F o r e s t r y  
Development Divis ion ,  establish l i a i s o n  and e f f e c t i v e  working 
r e l a t i o n s h i p s  wi th  a l l  major community f o r e s t r y  development f i e l d  
programs wi th  i n i t i a l  p r i o r i t y  emphasis on t h e  WB/tlNDP/FAO L 

a s s i s t e d  programs I n  t h e  Bills and T e r a i  and w i t h  USAID's R a p t i  - 
Development P r o j e c t .  

d. Develop and s u p e r v i s e  c o n t r a c t s  f o r  t h e  development and t e s t i n g  
of new s t o v e  models. I 

e. Develop a system of benchmarks t o  monitor implementation of t h e  
improved s t o v e  program inc lud ing :  i n p u t s ,  o u t p u t s  and impacts.  
f .  Arrange and s u p e r v i s e  p r o j e c t  suppor t  a c t i v i t i e s  f o r  Component 
I1 ( t r a i n i n g ,  commodities, program s u p p o r t ) .  
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g. Work with the  Senior Planning Advisor and the  Forest Economist 
t o  a s s e s s  the  p o l i c y ,  planning and programming implications o f  
experience gained under the  improved s tove  program. 

VSDOC OOOlN 
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The Forestry Development Project (FDP) provides $3 
million for purposes of funding local costs of implementing the 
Forestry Master Plan for which HMG does not have adequate funds 
due to the Trade and Transit crisis. These budget line items 
may or may not be related to the components of Master Plan 
implementation funded by the FDP (Improved Stoves and support 
for the Planning Division). Because of the direct, inverse 
relationship between declines in fuelwood usage rates and 
increased availability of kerosene in the urban centers, funds 
provided for this project element are to be generated through 
the importation of kerosene. As noted in the Project Paper, 
these funds are required on an "emergency" basis, i.e., this - 
project element was designed subsequent to multidonor/HMG 
decisions on participation in Master Plan implementation. The . 
provision of funds responds to what is perceived to be a 
situation temporary in nature resulting from Nepal's need to 
restructure the direction of trade given India's imposition of 
a -- de facto embarqo on Nepal/India trade. 

Within the context of A.I.D. policy, this "project 
element'' constitutes sector assistance or, in other words, 
A.I.D. is providing non-project assistance in a project mode. 
Therefore, elements of Handbook 4 apply. There is a 
requirement for a determination that, for urgent or emergency 
reasons, a general transfer of resources is necessary to close 
serious resource gaps to meet security or other objectives in 
which the United States has a special interest. 

This "project element" is, therefore, a separate, 
specialized activity subject to different rules and regulations 
and operating in a somewhat different timeframe than the two 
identified project components, Forestry Planning and Improved 
Stoves. It was decided clarity and conciseness as well as 
responsiveness to the various requirements would best be served 
by placing material required by all sections of the. Project 
Paper relative to this project element in one Annex. Part I of 
this Annex provides the justification for making a 
determination that urgent or emergency reasons.'exist. Further, 
it provides the justification for selection of .kerosene 
(responding to the requirement for a "basic market-analysis") 
and describes the special U.S. interests that motivated a 
decision to provide this assistance. Part I1 of this Annex 
sets forth material related to the procurement of kerosene and 
generation of local currency resulting from the importation of 
kerosene. Included in this part is an "implementation 
practices analysis1' and information resporisi've to the 
requirements of Handbook 4, Chapter V "Commodity Financing 
Procedures for Non-Project Assistance", which are deemed 
applicable according to Chapter I of that Handbook .to grant 
funded projectized sector assistance. Part I11 of this Annex 
describes in detail the operation of the local currency Special 
Account generated as a result of importation of kerosene, 
including specification of monitoring, evaluation and auditing 
requirements. The provisions of this Annex are binding. 



Part I. JUSTIFICATION OF THE PROJECT ELEMENT 

A. The Trade and Transit Crisis 

Nepal, historically, has been perhaps excessively 
dependent upon India as a source of imports for consumption 
(essential commodities such as sugar, salt and petroleum as 
well as ltlilxury" consumption items such as stationary, pots and 
pans, etc.), supplies for industries, and commodities 
supporting Nepal's development program. It is well recognized, 
that officially recorded imports from India may reflect less .. 
than half of the actual imports. The general rule of thumb is . 
that some sixty to seventy percent of all (recorded and 
unrecorded) imports into Nepal come from India. 

India is also a very important market for Nepali 
exports, particularly primary products as well as 
semi-processed commodities (for example, match sticks and 
veneers for tea chest construction). Exploration of substitute 
markets could lead to some sales of the same products, but the 
general wisdom is that many of Nepal's exports into the Indian 
market occur as a result of location and that they would not be 
competitive in other markets. Additionally, many of Nepal's 
exports are only competitive in the Indian market because of 
the terms of preferential status accorded them under the now 
3xpired India/Nepal Trade Agreement. 

The "trade and transit crisis" arose when India 
decided not to renew two Agreements, one covering Trade and the 
other Transit of goods from countries other than India through 
India. It was and still is a political rather than 
economically motivated crisis (those interested in the details 
of the situation from a political standpoint are directed to 
the files of the American Embassy). The-economic impaqt was 
immediate and devastating, in large measure because of the 
abrupt need to restructure the direction of trade'when such 
restructuring by its very nature requires considerable lead 
time. 

As noted by the Minister of Finance, until the trade 
and transit crisis hit in March 1989, Nepal had experienced 
success in implementing the structural adjustment program begun 
in 1986. Working with the IBRD and the IMF .!both entities 
supporting the structural adjustment program of Nepal), HMG 
evaluated the impact of the crisis and likely macroeconomic 
situation over the near term. There had been expectations of a 
real growth in Gross Domestic Product of 5.2% for the Nepali 
Fiscal Year ending mid-July 1989 (FY88-89). Prelinilinary 
estimates are that the level will now be on the order of 1.5%, 
with a negative growth rate of more than 1% expected for FY 
89-90. 



The balance of payments p o s i t i o n  o r i g i n a l l y  was 
es t imated t o  be on t h e  order  of a  s u r p l u s  of 1 .9  b i l l i o n  Nepali 
Rupees (exchange r a t e  2 7 . 4  Nepali Rupee or NR t o  $1.00).  
Current  e s t ima te s  a r e  f o r  a  very smal l  one (perhaps  80 m i l l i o n  
N R )  f o r  FY88-89, w i t h  a  negat ive  balance of payments p o s i t i o n  
on t h e  order  of 500 mi l l i on  NR expected f o r  FY89-90, t h e  
c u r r e n t  f i s c a l  year .  There was a  "huge" c a p i t a l  outf low dur ing 
t h e  per iod Apr i l  through the  end of FY88-89 accorc,ing t o  t h e  
IMF, one a t t r i b u t e d  t o  s i g n i f i c a n t  expansion i n  imports  from 
c o u n t r i e s  o ther  than Ind i a .  Indian imports ,  of course ,  were 
confined almost exc lus ive ly  t o  shipments prepaid p r i o r  t o  
terminat ion of t h e  T r e a t i e s .  The ne t  r e s u l t  f o r  FY88-89 i s  an . 
es t imate  of t o t a l  imports equal  t o  t he  p r i o r  year l e v e l .  There 
was a  dramatic s h o r t f a l l  i n  expor t s .  I n t e r n a t i o n a l  r e se rves  
stood a t  $280 m i l l i o n  a t  t he  end of FY88-89, s u f f i c i e n t  f o r  
approximately f i v e  months of imports  compared t o  p rev ious  
l e v e l s  on the  order  of seven months. 

The c o s t  t o  the  economy of Nepal dur ing t he  time 
period h p r i l  through the  end of t h e  f i s c a l  year i n  mid-July 
1989 has been es t imated by HMG t o  be some 2.7 b i l l i o n  NR i n  
terms of l o s t  value added. Nominal GDP f o r  t h a t  f i s c a l  year i s  
es t imated a t  74.6 b i l l i o n  N R .  Double d i g i t  i n f l a t i o n  had been 
reduced t o  a  s i n g l e  d i g i t  l e v e l  p r i o r  t o  t he  c r i s i s .  Est imates  
now a r e  t h a t  i n f l a t i o n  w i l l  be s i g n i f i c a n t  dur ing t h e  c u r r e n t  
f i s c a l  year w i t h  o f f i c i a l  e s t ima te s  a t  somewhere around 1 2 % .  
I n d u s t r i a l  product ion,  which normally averages  1,700 NR per  
month was f o r e c a s t  a t  510 m i l l i o n  f o r  t h e  month of Ju ly .  
Hardest h i t  were those  i n d u s t r i e s  t h a t  depended on petroleum 
products ,  c o a l ,  raw m a t e r i a l s  and spa re  p a r t s  coming from 
Ind ia .  A s i g n i f i c a n t  number of t h e  "modern" i n d u s t r i e s  c losed 
t h e i r  doors;  o t h e r s  simply reduced t h e i r  l e v e l  of ope ra t i on .  
The l o s s  i n  a g r i c u l t u r e  was es t imated a t ' 3 6 0  mi l l i on  N R ,  
p r imar i ly  a  func t ion  of l o s t  output  i n  sp r ing  r i c e ' a n d , s p r i n g  
maize. Hard h i t  were development p r o j e c t s  supported by donors,  
p a r t i c u l a r l y  those  dependent upon petroleum products not only 
f o r  opera t ion  of t h e  p r o j e c t  but f o r  monitoring,  t r a i n i n g  and 
f i e l d  work. Losses i n  the  development of Nepal ' s  road 
t r a n s p o r t  were, f o r  example, q u i t e  s i g n i f i c a n t .  Two-thirds of 
those  employed i n  road cons t ruc t i on  were l a i d  o f f .  Tourism was 
impacted s i g n i f i c a n t l y .  Indian t o u r i s t s ,  who dominate dur ing 
t h e  Apr i l  t o  October season,  s tayed a t  home. There i s  a l s o  
reason t o  suspec t  European tour  managers who. .f inal ize 
arrangements dur ing t he  spr ing  f o r  t h e  f a l l  t o u r i s t  season may 
well  have pu l led  ou t ,  given t h e  u n c e r t a i n i t ' i e s  of t h e  
s i t u a t i o n .  USAID/Nepal descr ibed a t  l eng th  i n  cab le  form t h e  
impact of t h e  c r i s i s  on var ious  elements of t h e  economy 
including the  f o r e s t r y  s e c t o r  and t h e s e  cab l e s  (~a thmandu  3003, 
3038, 3259, 3766, 3854, and 40351, contained i n  FDP P r o j e c t  
F i l e s ,  a r e  incorporated by re fe rence  i n  t h i s  Annex. 



The impact on budget execution was direct. HMG 
expended significant unexpected sums coping with the crisis, 
including such things as air shipment of petroleum products, 
providing incentives to exports, sending marketing missions to 
surrounding countries both to obtain essential commodities on 
an emergency basis as well as to seek out new markets for goods 
previously sent into the Indian market. Development 
expenditures were curtailed because of the unavailability of 
petroleum products and HMG's actions to impose an austerity 
mode for the fourth quarter of FY88-89. HMG esti.mates that 
actual FY88-89 expenditures were 15,260.7 million NR (5,765.2 . 
million NR for regular budget expenditures and 9,495.5 for the 
development budget) compared to planned expenditures of 
19,520.2 million NR (6,152.1 million NR regular budget and 
13,368.1 million NR development budget). While it is true that 
HMG never expends the planned level, it is obvious that in 
terms of percentage of planned expenditures actually expended, 
FY88-89 is below average. Revenue losses from the cessation of 
trade with India were significant. Planned receipts were 9,300 
million NR while estimated actual receipts are 7,540.7. This 
compares unfavorably to the prior year where actual receipts 
were 7,350.4 million NR while planned receipts were 7,355.7 
million NR. 

B, The Government's Response to the Crisis 

The basic task of the government was one of minimizing 
short-term damage while developing contingency plans which were 
responsive to the crisis without undermining, more than 
necessary, longer term growth goals. HMG immediately imposed 
rationing of petroleum products, adopted ,measures to stimulate 
exports into countries other than India .through provision of 
cash incentive3 to exports, a reduction Sn export taxes as well 
as liberalizing the Open General Licensing Schedule to,include 
commodities heretofore rzstricted to India market sources. 
Measures were adopted to provide priority to essential 
activities (transportation of goods to the far 'west, certain 
priority development projects). Measures were adopted to 
offset a possible fall in the producer prices of wheat and 
oilseeds due to elimination of the Indian market. HMG 
formalized their activities to cope with the crisis by 
publicizing a Twenty-Two Point Economic Program which had as 
its objective the normalizing of the life of the people to the 
extent possible, with subobjectives aimed 'at"sustaining 
agriculture production and farm income and shifting away from 
dependency on Indian supplies and towards self-sufficiency. 

As a first stage in implementation of this'!.policy, HMG 
reissued budget guidelines for the new fiscal year which 
defined an austerity approach. These guidelines were sector 
specific and provided for such things as halting all land 
purchase and building construction unless determined to be most 



essential and eliminating investment in unproductive programs 
(those not aimed at production). Both the Minister's 
presentation to the Donors of the economic situation as well as 
the budget guidelines are incorporated by reference to this 
Annex although contained in project files. 

In terms of the new budget adopted as a result of 
implementing the 22-Point Program and budget guidelines, it is 
clear that austerity has been enforced. Total planned 
expenditures for FY89-90 are estimated at 20,242 million NR 
which reflects a 3.7% increase over planned expenditures for . . 
the prior year. This compares to a 28.5% increase for the 
prior time period. The development budget is estimated to 
reflect a growth over the prior year planned expenditures of 
only 1.7% while the regular budget increase is estimated at 
8.1% (prior year comparative data are 24.0% for the regular 
budget and 30.7% for the development budget). Revenue is 
estimated at 8,500.6 million NR for FY89-90 compared to 9,300 
million NR for the prior year. Domestic financing of the 
budget is expected to increase as well as foreign loans (in 
part, reflecting an increase in non-project assistance 
levels) . 

It is the official position of HMG that while Nepal 
desires trade with India, Nepal can cope with a situation'where 
there is no trade or one where trade is conducted under Most 
Favored Nation terms. Clearly, HMG demonstrated an ability to 
cope with the emergency requirements of the crisis and develop 
contingency plans. By July, these arrangement had resulted in 
sufficiency of supply of essential commodities as well as 
elimination of the rationing system for petroleum products for 
all parts of the country except the Far .West Development 
Region. That region was virtually cut off because.monsoon 
rains cut highway links and passage through India was qot 
permitted. Further, HMG argued that the situation of austerity 
(with resource gaps demonstrated above both in'fiscal and , 

external accounts) was temporary. As the shift' in the . 
direction of trade already started is normalized, - 
sustainability appears probable, albeit at perhaps lower levels 
than experienced prior to the crisis. Thus, HMG argues that 
for the first two years of movement towards a new equilibrium, 
austerity will be necessary. USAID/Nepal has been provided 
HMG's current macroeconomic forecast for the-,next five years 
(because of the sensitive nature of some of the material such 
as probable exchange rates, this document is not contained in 
Project Files). Review of that document by uS~ID/Nepal's 
economist indicates that there is no reason to doubt the 
temporary nature of the situation but only with tnel'caveat that 
India does not impose additional measures. 



C. Petroleum Acquisition, Distribution and Pricing 

Nepal, historically, had relied upon India far their 
supply of petroleum products. Up until four years ago, Nepal 
"provided" crude oil to an Indian refinery and received the 
products therefrom or through exchange. Subsequently, the 
Nepal Oil Corporation (NOC, a state-owned enterprise with a 
monopoly until recently for petroleum imports) entered into a 
product exchange agreement with the Indian Oil Corporation (a 
state-owned enterprise) under the terms of which products 
desired by India were imported to India by Nepal in exchange . 
for delivery of products from Indian refineries required by 
Nepal. 

Realistically, Nepal did little more than issue the 
check. The Indian Oil Company instituted the process of 
supplier selection, negotiated contracts and performed all 
administrative work with respect to the import into India of 
petroleum products paid for by Nepal. The Nepal Oil 
Corporation operated exclusively to distribute petroleum 
products delivered to Nepal. 

During FY88-89, a total of 224,290 kiloliters of 
petroleum products were imported according to NOC as follows: 

~ o t a l  Imports ' Avg Daily Cons 

Gasoline 
Diesel 
Kerosene 
Aviation Fuel 
Boiler Fuels 
Other Fuels 

Total 

It should be noted that HMG put petroleum products on the open 
General License Schedule so that private firms eolrld import. 
Import licenses have, in fact, been issued and there have been 
announcements in the paper about private trading firms having 
petroleum products for sale. 

Use of petroleum products for FY88-89 . . has been 
estimated by NOC to be: . . 

Kathmandu Rest of Nepal 

Petrol .!. 
Private Transportation 20% 5% 
Commercial Transportation 30% 5% 
Official Transportation 30% 10% 
Agriculture Use - - 



Diesel 
Commercial Transportation 20% 
Private Transportation 5% 
Official Transportation 10% 
Agriculture Use - 

Kerosene 
Heating/Cooking 

Historically, the price of petroleum products in Nepal. . 
has been administratively set. When international prices fell . 
a few years ago, HMG made a deliberate decision (and publicized 
that decision) that they would not lower the administrative 
price established for sales of petroleum products, capturing 
the windfall profit for the treasury. Costs of purchasing 
petroleum products in the aftermath of the crisis were higher 
than through the Indian Oil Corporation if for no other reason 
than emergency, spot purchases tend to be higher than 
longer-term supply arrangements. Current costs of procurement, 
according to NOC, are as follows: 

Gasoline Diesel Kerosene 
(Nepali Rupees per Kiloliter) .. , . . 

CIF Calcutta 5,164.23 4,618.57 4,305.70 
Road Transport to N-epal 1,138.50 1,035.00 lp035.00 
Calcutta Port/Storage Costs 510.00 385.00 385.00 

On July 15th, HMG increased prices for gasoline, 
diesel and kerosene and, at the same time, established . 
different prices for different parts of the country.to cover 
transportation costs. The following information demonstrates 
the costs involved and their relationship to the.recent.1~ 
increased administered prices for petroleum prqduct in 
Kathmandu Valley: . . .. 8 

Gasoline Diesels - ~erosene 
(Nepali Rupee per 'kiloliter) 

Product cost incl taxes 10,664 6,19.2 3,980 ' 
Transportation 370 370 370 
Distribution costs 1,611 783 1,293 
Dealer's Commission 255 15.5 . . . .  107 

Total Cost 12,900 7,500 5,750 

Administered Price 12,900 7; 500 .! . 5,750 

In terms of relative costs, the Nepal Electric 
Authority recently undertook a comparative study of electricity 



costs versus kerosene for heating/cooking. Results published 
in the local newspaper August 8th indicate that a family using 
hydro-generated electricity for cooking spends 50-60% less than 
that of one using kerosene. Currently, some 240,000 families 
use electricity for cooking (which substitutes for some 10,000 

- 

liters of kerosene per day). To promote use of electricity = 

(and, thus, save foreign exchange needed to buy kerosene), HMG - 

I 

is currently considering encouraging imports of electrical - 

appliances such as kettles, rice cookers and stoves by lowering 
import duties and customs fees as well as the sales tax level. :.. . - 

# .. 
With the cutoff of trade with India, perhaps the most , 

important HMG priority was to obtain sufficient products to 
keep things running. The NOC rapidly established a procurement - 
system which included, among other things, arranging suppliers - 
of products, scheduling deliveries, arranging storage capacity - 
at Calcutta Port and arranging for the shipment of petroleum , 

through private truckers from Calcutta to Nepal. It is indeed 
worthy of note that HMG in a period of less than three months - 

had acquired sufficient stocks in Nepal to permit an end to 
rationing. 

- 

Based upon an analysis of probable demand and the 
supply system, HMG had made a determination to supply petroleum 
products at the following levels during FY89-90 (which equals a 
monthly rate of 23,840 kiloliters): 

Gasoline 
Diesel 
Kerosene 
Furnace Oil 
Aviation Fuel 

Total 

(kiloliters) 

Current storage facilities at Calcutta are sufficient 
for 30.472 kiloliters. Negotiations are underway for a second 
product storage facility of approximately the s m e  capacity.. 
Current storage capacity within Nepal is limi.ted, 24,275 I 

kiloliters in the Terai (border location) and 6,630 kiloliters 
in Kathmandu Valley. Plans are to construct an additional 
38,000 metric ton capacity over the next year. HMG sees the 
need for a reserve requirement of 95,000 kiloliters of 
petroleum products.. There are a total of.150 tanker trucks in 
Nepal, mostly of the 10,000-12,000 liter capacity type. 
Current transportation capacity (all contractor tank trucks) 
from Calcutta to Nepal is 3,920 kiloliters and capacity within 
Nepal is 2,100 kiloliters. 



Discussions with NOC officials about their ability to 
procure petroleum and the compatibility of their system to U.S. 
standards led to a preliminary decision that a Host Country 
Contract would be possible. NOC is using a list of 17 
"pre-qualified bidders'' established on the basis of suppliers 
of product to the Indian Oil Corporation. Upon decision to 
procure petroleum products, NOC sends telexes to these firms 
and any others that appear likely setting forth the terms of 
the tender and soliciting interest. Subsequently, given 
responses to the initial query, a more detailed tender is sent , .  

to those interested which specifies terms and requests best . . 
offer. The selection of a supplier is made by NOC and ratified , 

by the Ministry of Supplies, the Ministry responsible for NOC. 
A letter of commitment is issued by NOC and payment is made 
upon changeover of ownership which is deemed to occur when the 
oil is offloaded at Calcutta. 

D. U.S. Interests 

The strategic and political U.S. interests in Nepal 
are documented elsewhere. The development interest of the U.S. 
dates to 1951 when our assistance program began in Nepal. Of 
particular interest is the fostering of sound environmental 
policies and the promotion of the private sector in this 
economy which is overly-dominated by state-owned enterprises. 

Consistent with these policy directions, USAID/Nepal 
has engaged over the past years both in direct assistance to 
the forestry sector and, specifically, in mcving the design and 
development of the Forestry Sector Master Plan in appropriate 
directions. A great deal of time and effort has been directed . 
to this end and, clearly, it is a case where the U ; S .  has 
successfully engaged in policy dialogue. ' . .*I 

. .. 
It has become apparent that implementgtion ofb the 

Forestry Master Plan is being severely jeopardized by 
unavailability of sufficient host country budgetary resources 
to fund activities for which HMG is responsib1e.i.n-the cr'itical 
initial two years of Master Plan implementation. Furthermore, 
there has been an unanticipatedi accelerated demand for 
fuelwood. The Minister of Finance noted in his May 30, 1989 
briefing of donors that increased assistance to the development 
of the forestry sector was required. Further, he stated that 
"our forests, already under pressure from 'a growing population, 
have to cater to the sudden uFsurge in firewood demand both 
from rural and urban areas owlng to the shortage of'kerosene. 
The resulting destruction of forests will undoubtedly have 
serious environmental consequences that extend beyo#d our 
national boundaries." Kathmandu 4733 (available in project 
files) describes at length the impact of the crisis on the 
forest sector. Planned expenditures for the Forestry sector 
development budget in FY89-90 are 638.6 million NR compared to 



planned expenditures in the prior fiscal year of 647.0 million 
NR; in prior years, there had been increases on the order of 
15% to 16% each yepr. In terms of total budget (regular plus 
development), forecasted expenditures for the current year 
stand at 658.7 million NR compared to 664.4 million NR planned 
for the prior year. 

The vast majority of Nepalis use fuelwood as a . 

primary fuel for cooking and heating. It is the pressure on - 

forests of this fuelwood demand that was instrumental in HMG 
adopting a Master Plan for the Forestry Sector which would . . 
bring about a supply/demand balance over time. In the urban 
areas and semi-urban areas, Nepalis have increasingly begun to - 

use kerosene as a substitute for fuelwood. As noted 
previously, there is a direct and inverse relationship between 
the availability of kerosene and use of fuelwood in urban 
centers. It, therefore, is concluded that by increasing the ' 

supplies of kerosene in urban centers there will be a decline 
in fuelwood usage. Thus, there would be a direct impact on the 
forestry sector. 

E. Policy Conditionality 

As noted in the main text of the Project Paper, USAID 
was successful in promoting adoption of policies which were, in 
the U.S. view, both necessary to sound, rational and commercial 
exploitation of the forest resources of Nepal as well as 
desirable in terms of environmental policies and promotion of 
the private sector. These are contained in a document titled 
"Forest Policy" which is part of the Master Plan. Because of 
success in obtaining the adoption of "good" policies, it is 
neither desirable nor necessary to condition this non-project 
assistance on policy reform. The "reformw has already taken 
place. What is of primary concern is that there be , . - 

implementation of the reforms already adopted..~~Particularly 
during this time of austerity, there is concern that some of 
the development programs under the Master Plan'may be postponed 
or sidetracked to concentrate on what are percaivea as the more 
essential programs. To avoid this possibility, this project 
assures that there will be funds available to implement those . 
policy reforms contained in the Forest Policy that have been ' 

- 

adopted which USAID supported, should :HMG funds be 
insufficient. The disbursement mechanism.fqr the local s 

currency established will place USAID in th.e position of being 
able to assure funding is made available for such things as 
those elements of the Master PLan which directly promote the 
private sector. uS~ID/~epal will review perogress 
implementation of the Forest Policy of the Master ~ k a n  prior to 
decisions being made on use of local currency generated under 
this project. This review may result in (a) identification of F 
a development program that is not being adequately implemented - 

because of lack of funds, in which case USAID would insist that 



the local currency funds generated by this project be used for 
that purpose or (b) suggest that no local currency could be 
used to support any proposed Development Program of the Master 
Plan until uch time as any obstacle perceived to exist (other 
than lack of funds) which inhibits implementation of the Forest 
Policy is removed,, 

It is true that there are macroeconomic policies which 
are, in the view of the U . S : ,  not desirable. Clearly, the 
funds made available for thls project element could be used not '.. 
only to assure implementation of Forestry Sector policies . . 
through local currency but, additionally, aim at macroeconomic , 

reform by conditionality applied to the foreign exchange 
element. It has been determined, however, that with the 
involvement of both the IMF and IBRD in macroeconomic reform, 
it would be inappropriate at this time for USAID to intervene 
in the process, particularly since we are not party to the 
on-going negotiations and have no knowledge of any possible 
gaps that might be supported by this project. Further, there 
is evidence to suggest that HMG is moving in the right policy 
direction, for example, restructuring the prices of petroleum 
products. 

F. - Other Donor Involvement 
.. , 

HMG has made a general appeal to Donors for assistance 
in this time of crisis. Specifically requested were increased 
support for the implementation of the Master Plan and foreign 
exchange financing of petroleum products. There are 
indications that the Asian Development Bank will provide a $27 
million dollar loan for the purpose of post facto f.inancing of 
the unusually high costs of petroleum product procutement 
during the fourth quarter of FY88-89, providing fu,nds to .enable 
HMG to acquire three months of petroleum'products as a jeserve, 
financing some 70 tankers for transport of petr-wleum products 
and financing c:onstruction of petroleum storage facilitieg., 
Additionally, it is understood that OPEC will provide $5 . . 
million to finance import of petroleum products; - 

Part 11. PROCUREMENT OF KEROSENE. 

A. - General Provisions 
Generation of local currency funds .to support local 

costs of implementing the Forestry Master plan will take place 
by means of first financing the foreign exchange costs of 
importing kerotsene. "Foreign exchange costs", for urposes of 
this project, are defined as all costs associated w ! kh the 
purchase of kerosene and its transport C.I.F. international 
border of Nepal. Such costs are anticipated to involve hard 
currency as well as Indian currency, the latter resulting from 
fees and other direct costs of offloading at Calcutta Port, 



storage and transport by Indian registry vehicles to Nepal. 
HMG will be responsible for all costs associated with storage 
and distribution within Nepal of kerosene purchased under thi 
project. 

B. Procurement Procedures 

The Ministry of Finance is the responsible HMG entity 
for procurement of kerosene. It is assumed that the MOF will 
execute this responsibility through the Ministry of Supplies 
which, in turn, will actually import the kerosene through the . . 
Nepal Oil Corporation. 

The procurement of kerosene must be conducted in 
accordance with the applicable rules and regulations of A.I.D. 
contained primarily in Chapter 3 of Handbook 11, Procurement of 
Equipment and Materials. Given the probable volume involved, 
it is specifically provided that HMG may, at its option, 
combine kerosene procured under this projectlwith HMG financed 
procurement in order to obtain economies of scale. Should this 
occur, however, the rules and regulations cited above must be 
followed for the entire purchase in order that that portion of 
it attributable to A.I.D. financing be deemed eligible. A.I.D. 
rules and regulations cited above, among other things, requires 
that there must be free and open competition for the 
procurement of kerosene. In addition, an advertisement must be 
placed in the A.I.D. Bulletin and the Commerce Business Daily, 
both publications designed to alert potential U.S. suppliers to 
opportunities available as a result of U.S. Government 
financing of equipment and materials. Issuance of the tender 
and any addenda as well as the final contract executed between 
HMG and a supplier must be approved by A.I.D. prior.to 
issuance(s1. , .,# 

. .. 
A.1 .D. rules and regulations provide that cercain 

restrictions apply to the source and origin of.'the crude,,oil 
used to refine the kerosene and the country in'which the 
kerosene is actually refined. Appended to this. Annex is 'a'list 
of eligible countries from which the crude oil/refining of 
kerosene may be obtained. In like manner, there are 
restrictions that apply to the ocean transport of the I 

kerosene. A.I.D. rules and regulations provide that wheres 
A.I.D. finances ocean shipping services, the vessels used for 
ocean transport must be deemed by A.I.D. to 'be registered in 
eligible countries. In addition, whether or not A.I.D. 
finances shipping costs, when A.I.D. finances commodities to be 
shipped, U.S. flag vessels must account for at least 50% of 
total tonnage shipped and 50% of shipping revenues 'benerated in 
connection with the procurement. If, after consultation with 
HMG, it is mutually agreed that compliance with the provisions 
of A.I.D. rules and regulations noted above is not possible, 
A.I.D. will consider seeking a waiver to permit acquisition and 



shipment from other sources. Notwithstanding the issuance of 
such a waiver, fifty percent of the kerosene must be shipped by 
U.S. Flag carriers unless A.I.D. determines that U.S. Flag 
carriers are not available. 

Prior to execution of a contract to purchase kerosene, 
HMG will provide to A.I.D. an estimate of all foreign exchange 
costs involved which will serve as the basis for issuance of a 
Project Implementation Letter (PIL) authorizing the 
expenditures of such funds. The PIL will contain a specific ',, 

statement to the effect that should actual costs exceed the . .. 
estimated amount, HMG agrees to fund costs in excess of dollars. 
three million associated with the purchase and transportation 
of kerosene to the Nepal border. Subsequent to the execution 
of the contract between HMG and a supplier, HMG at its option 
may (1) pay all foreign exchange costs associated with the 
import of the kerosene and seek reimbursement from A.I.D. upon 
presentation of appropriate documentation, ( 2 )  request A.I.D. 
to issue a Letter of Commitment to the vendor or (3) request 
A.I.D. to issue a Letter of Commitment to a Bank. Should one 
of the options involving issuance of a Letter of Commitment be 
selected, payment under the terms of the Letter of Commitment 
'shall be made subsequent to offloading of the kerosene at the 
Indian Port ar at such other point where ownership of the oil 
is transferred to HMG or pursuant to other arrangements " 

mutually agreed to in the PIL. 

C. Amount and Timing of Local Currency Deposits 

HMG, within four months of offloading all or partial 
shipments of kerosene at the Indian Port, will deposit in a 
Special Account the equivalent of three-million dollars in . 
Nepali Rupees or such lesser amount as may be agreed upon 
should there be p&rtial shipments. A.I.D. would-,'thro!gh 
issuance of a PIL, establish the amount of Nepali ~upees' to be . . 
deposited in a Special Account. . . *. , 

D. ~mplementation Schedule - . . 

Grant Agreement Signed 8/89 
Supplier Selected 11/89 , 

Kerosene Delivered Indian Port 1/90 
Local Currency Deposited . ., 5/90 

Part 111. Local Currency' 

A. General Provisions . .. 
.! * . 

HMG will deposit the agreed upon amount of' Nepali 
Rupees as specified in Part I1 (D) above in a 'ISpecial Accountn 
in the name of the Ministry of Finance. This account will be 
identified as "Special Account Type Bw for purposes of internal 



A.I.D. monitoring and reporting. Use of these funds will be 
governed by the provision contained in Part C below. 

U S A I D ) N ~ ~ ~ ~  Office of the Controller has undertaken a 
review of the capacity of HMG to operate 1ocal.currency Special 
Accounts and has made a,determination that such capabilities 
exist. .. . 

, B. Estab1ishment:of the Special Account 
I 

. HMG an3 USAID/Nepal shall.agree upon a mutually 
acceptable commercial bank operating in Nepal as the depository 
for the Special-Account and type of commercial account to be 
established with,in.four months of the date the Grant Agreement 
is signed. Every effort should be made under existing banking 
laws to arrange 'fod an account which will bear interest but it 
is not a 'cdndif.ion of operation that said account must be 
interest.bearing', given the banking laws/regulations now 
applicable in Nepal. Said bank must have the capacity of 
generating monthly or quarterly statements of account, one copy 
of which must be sent to the US~ID/Controller's Office 
quarterly. The statement of account must identify all funds in 
the account, interest accrued if applicable and withdrawals. 
Documents will be filed with the Bank chosen when the account 
is opened which establishes (a) that withdrawals may only be 
made upon presentation of a Project ~mplementation Letter 
signed both by the HMG Project Officer assigned and USAID/Nepal 
Project Officer assigned and (b) provide sample signatures of 
those HMG officials authorizes to sign checks. Only HMG 
officials wilp sign checks. 

C. Use of the Funds 

Within four months of the signing of the Grant 
Agreement, HMG and USAID/Nepal shall agree upon membership of 
the Local Currency Committee. Said Committee shall be vested 
with the responsibility to formally recommend to USAID/Nepal 
proposed withdrawals from the Special Account for agreed upon 
uses. Membership shall include the USAID/Nepal Project 
Officer, the HMG Project Officer,ta representative of the 
Ministry of Finance and such other members as may be mutually 
agreed upon. This Committee will meet on a trimester basis or 
at other intervals by mutual agreement. HMG will present to 
'the Committee proposals for consideration. Said proposals will 
identify, at a minimum, the specific Development Programs of 
the Master Plan to be provided funds, the nature of activities 
funded under specified Development Programs, the amounts 
required, and the timeframe for expenditure. Records shall be 
maintained of each meeting which record the discussion of 
agenda items and decisions made and to which are attached 
copies of HMG proposals, said records to be included in 
USAID/Nepal Project Files. Subsequent to presentation to 



u S ~ I ~ / ~ e p a l  of the Committee's recommendations, U s ~ I ~ / ~ e p a l  
will prepare a Project Implementation Letter authorizing 
withdrawal. HMG agrees that should funds authorized for 
withdrawal not be expended by HMG for the purposes authorized, 
HMG will undertake to reimburse the Special Account for the 
amount used for unauthorized purposes. 

Prior to convening of the Committee, the USAID/Nepal 
Project Committee will undertake a review of the implementation 
of the Forest Policy of the Master Plan to the end of 
establishing whether adequate progress has been made. If, in . .. 
the view of the Project Committee, there are areas where . 
insufficient progress is observable, the Project Officer will 
have responsibility for undertaking discussions with HMG to 
determine the probable causes of lack of progress. The Project 
Committee will then determine whether there is reason to 
suggest the need for discussions at the Local Currency 
Committee and is vested with the responsibility of assuring 
that the release of Funds is appropriate given policy progress 
and so documenting the situation for the Project Files. Should 
the need for policy conditionality arise, in the view of the 
Project Committee, the Project Committee will make such 
recommendation to Mission Management. 

D. Monitorinq Responsibilities . . 

HMG has responsibilities for keeping detailed records 
as a basis for accounting for and reporting on approved 
expenditures and submitting periodic reports to USAID/Nepal 
which reflect the financial status of activities and such other 
specifically required operating information necessary to meet . , A.1 .D. regulations. . . 

., . 

USAID/Nepal will, in accordance-with the prinGiples 
and procedures of the A.I.D. foreign currency arccounting 
system, maintain self-balancing general ledger* accounts for 
counterparts fund to provide control of deposifs,'withdrawals, 
and balances and source data for preparation of accurate'and 
useful periodic A.I.D. reports. USAID/Nepal will maintain 
records which indicate amounts~committed, approved for release, 
proposed for commitment and yet to be programmed. i 

USAID/Nepalls Office of the Controller is responsible 
for monitoring the deposit of counterpart ' f &ids generated 
pursuant to this program. Where periodic review and 
reconciliation of bank statements received from the depository 
in which the Account is established reveal discrepancies with 
prior reports, deficiency billings are to be issue8'by the 
Mission Controller. 

A.I.D. tracking of local currency will cease at the 
point where disbursements are made from the special Account and 



are received by the appropriate HMG entity for application 
against agreed upon Master Plan Development Programs. HMG is 
responsible for assuring that funds authorized are properly 
used. 
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1. SUMMARY: ON JUNE 2 2 ,  1989, THE PRC 'REVIEWED 
USAIE/KATEHANCU'S REQUEST FOR A DQLS 3.0 M I L L I O N  

E . 0 ,  12?5C: N / A  
TAGS: N/A 
SUEJECT:  FORESTRY ZEVELOPMENT P R O J E C T  SECTOR GRANT , 
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ADDI'II  CN TO T B I  FORESTRY DEVELOPMENT P R O J E C T .  AA/ANE 
CONCURS IN INCREASED L C F  AND AUTHORIZATION LEVEL OF 
F R O J E C T  FROM DOL 5 M I L L I C N  TO DOL e M I L L I O N  W I T H  
CELIGATION 01 A I C I T I C N A L  DOL 3 I I l L f I C N  T B I S  FY S U E J E C T  
TC A V A I L A E I L I T Y  OF FUNCS. FOLLOWING I S  GUIDANC3 M I S S 1 0  
SHOCLC CO 
IMPLEMENT 
CURRENCY 

N S l L E R  IN C E S I G N I N G  T H I S  
AT ICN ISSOIS ( E S P E C I A L L Y  
Q U E S T I C N S )  W I I L  B E  S U B J E  
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DOLLAR 

CT OF A 
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2 .  FOR TEE RTCCRD, WE A R E  SOMTVRAT S U R P R I S E D  BY REF B e  

TBERE BAS EEEN SUBSTANTIVE AGREEMENT ON TEE D E S I R A B I L I T  
OF PROVIDING ALDITIONAL FUNDS FOR KEROSENZ FOR SOME 
T I P E a  H O l E V E R  THERE WAS NO CERTAINTY THAT 3.0 MILLION 
DOLLARS IN DEOP FUNDS FRCM THE R E Q U I S I T E  APPROPRIATION I 
ACCOUNT WOULC EI AVAILABLE FOR REOBLIGATION IN NEPAL 
U h T I L  T B I S  FAST WEEK. AA/ANE I S  PLEASED THAT NECESSARY 
FUNLING HAS EPTK IOCATFD TO EELP NEPAL AT P H I S  C R I T I C A F I  
PCINT. # , b  

3. As SECTOR GRANT, T R I s  C o r i P c N w t  saoum EE DIRECT& 
RELATE': T C  POL1 CT I N I T Z A T I V E S  NEEDED TO SUCCESSFUILY 
IKPLEMENT THE VASTER PLAN. fl I S S I O N  REPRESENTATf VES 
FULLY AGREED WITH P R C  INTEREST IN GETTING KAXIMUM 
LEVERAGE FOR FCR T E E  CCL 3 MILLION I N C L U D l K G L M L  

R F V _ E i  F O R E S T A L L I N G  OF DISTCRVEASUB~S 
ACOFTEC I N  RESPCNSE TO T H E  TRADE A N D  TRANSIT C 

\ USE Y O U R  FORMAL BUDGE 
~ S b W % % o ~ O ~ o A S  TRE TORA TO puF wr&/ / /:,I/ 1 
CNCOING P C L I C H  ZIALOCOE EFFORT FOR T H I S  SECTOR. P P  
SHOULD C S S C U S S  POLICY AGENDA A N D  PRESENT R F A L I S T I C  
POL ICY DEVELOPPFNT/ACOFT I O N / I H P L E P E N T b T I C N  BENCHMARKS 
AND KECAANISMS VBEREIY MISS ICN MILL PURSUE P O L I C Y  
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U N C L A S S I P I E C  

4 .  EUREAU S U P P C R T S  YOTIR ? Y ? ? V Y I O N  T O  PROGRAM L O C A L  
CURl lENCY E Q U I V A L E N T  CF LOLL.!. 2 I :J T H E  I M F L E M E N T A T I O N  O F  
T E E  F O R E S T B Y  R A S T F R  P L A N .  T O  T X T E N T  P O S S I B L E ,  BUREAU 
WOUljD LIKE T B E S E  L O C A L  C U R R E H C I E S  T O  S U P P O R T  I N V E S T M E N T  
EUCGET C C S T S  WBERE I N C R E M E N T k L  P I  N B N C I A L  E F F E C T  OF OUR 
F U N D S  WOULD A F P E A R  T C  EP GREATEST; A L T H O U G H ,  T H E  K E Y  
F O I t X  IS THAT OUR S U P P O R T  LEVERAGE O V E R A L L  C O N  AGENCY 
BUCGETS AND PRCGRAMS IN THE F O R E S T R Y  S E C T O R .  I T  IS  
I K F C R T A N T  NOT T C  P R O J E C T I Z E  T U E S E  F U N C S  U N L E S S  M I S S I O N  
IS P R E P A R E D  T O  h S S U M E  T H E  R E S P O N S I B I L I T Y  FOR ~ O N I T O ~ I  NG 
A N 1  A C C O O N T A P I L I T Y .  PP S H O U L D  I N C L U D E  A N A L Y S I S  O F  
P R I O R I T Y  A R E A S  M I S S  ION/GON S E E  L O C A L  C U R R E N C Y  G O I N G .  

5 .  FRC D I S C U S S E D  W H E T P E R  S E C T O R  G R A N T  WOULD BE MOST 
A P P R O P R I A T E  AS A CASH C I S B U R S E M B N T  OR C O M M O D I T Y  
P R O C U R E M E N T  A S  M I S S I O N  P R O P O S E S .  B A S E D  ON M I S S I C N  
P R E X E R E N C I  TO H A V G  F O R Z I G N  T X C H A N C E  I M P A C T  A S A P  IN 
R E C O G N I T I O N  C E  T R A N S P O R T  C R I S I  S ,  B U R E A U  S U P P O R T S  
C C M R O D I T Y  FROCURFMENT O F T I O N  W I T H  K E R O S E N E  A S  A T T R A C T I V E  
COMP,ODITY T O  EI F I N A N C E D .  A L T E R N A T I V E L Y ,  IF YOU C H O O S S  
C A S H  D I S B G R S E M E K T  ? R O V I S I O N  O F  D O L L A R S ,  G R A N T  WOULD BE 
T I E D  T O  L O C A L  CURRENCY N E E D S  , I ,E , D I S E U R S E M E N T S  WOU.LD 
BE O V E R  A TWO TIAR P E R I O C e  

6. D O I L A R  I S N A N C I N G  T C  I M P O R T  C R I T I C A L L Y - N E E D E D  
K E R O S E N E  fEEM A R E A S O N A E L E  U S E  O F  D O L L A R  G R A N T  
R E S C U R C E S e  BUREAU A L S C  A G R E E S  THAT P O L I C Y  C H A N G E  
R E L A T E D  T C  T B f  GRANT S H O U L C  BE C I R E C T E D  AT F O R E S T R Y  
S E C T O R  P O L I C I E S  P E R  P O U R  P O L I C Y  AGENDA AND N E E D  NOT 
I N C I U D E  P C L I C I E S  D I R E C T L Y  A S S O C I A T E D  W I T H  K E R C S E N E ,  

I . G i ,  P R I  C I N C .  PP S H O U L D  D I S C U S S  B A S I C  E C O N O K I C S  O F  
E E R O S E t i E  ANC HOW A I D  F I N A N C E D  K E R O S E N E  F I T S  I N T O  TEE 
P I C T U R E .  P P  S H O U L D  A L S O  D I S C U S S  C E N T R A L  PROCUREMENT 
F R O C F D U R E  T O  11 U S E D .  biE A R E  P R E P A R E D  T O  A S S I S T  A S  
N E E D E D  I N  POUR P R O C U R E P E N T  P L A N N I N G  AND I M P L E K E N T A T  ION 

7 ,  C O P M O f  I T Y  Y A I V E R S  FOR C O D E  935 S O U R C E  AND O R I G I N  F O R  
K E R C S E N E  W I L L  FE P R C C E S S E D  ANC VE DO NOT E X P E C T  A N T  
E R C E L E P S  R E  S E  I P P I  NG N O N - A V A I L A B I L I T Y  D E U R M I N A T I O N  I 
S E R / O P / T R A N S  I S  C O M M U N I C A T I N G  S E P A R A T E L Y  W I T H  MISS1 ON T O  
R E S O L V E  T B I S  Q U E S T I O N ,  Y A I V E R  O F  S E C T I O N  1 1 0 ( ~  ) J L E Q S T  
COUNTRY C C N T R I E U T  I O N  Y A$ A P P R O V E D  ET AA/ANE J U N E  30. 
19E9 

8. COHGBESSIONAL N O T I F I C A T I O N  MUST PP S U E M I T T E D  FOR 
E N T I R E  P R C J E C T  . B E C A U S E  C O N G R E S S I O N A L  NUTIPICATI03 MUST 
I D E N T I I Y  S C U R C I  OF F U N C S ,  I T  W I L L  BE P R O C E S S E D  F O R  D O L S  
3 P I L L I O N  I N C R I A S E  I N  F I  eS F U N D I N G  U P O N  D I T F R M I N A T I O N  
A V A I L A E I L I T Y  O F  F A L L O U T  T U N E S .  IT H A S  N O T  B E E N  
S U B M I T T E D .  M I S S I O N  Y I I L  BE A C V I S E C  WHEN N G T I P I C A T I O N  . 
C L I A R S  A N C  O f L I G A T I O N  YAY T A K E  P L A C E .  BAKER * , 

. 
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ANNEX G 

September 8, 1989 

ACTION MEMORANDUM FOR T H S  MISSION ACTING DIRECTOR 

FROM: 

THRU : mc Michael M. Calavan, PPD 

SUBJECT : Waiver From Source/Origin Code 941 for Kerosene 
Procurement 

Summary 

Request for Kerosene Procurement Source/Origin Waiver from 
Geographic Code 941 (U.S. only) to Geographic Code 899 (Free 
World). 

(a) Cooperating Country: Nepal 

(b) Autheriging Deuument: Project Paper 

(c) Project: Forestry Development 
(367-0158) 

( d l  Nature of Funding; Grant 

(e) Description of Goods: Kerosene 

( f )  Approximate Value: $3,000,000 
(Dollars three million) 

(g) Authorized Geographic Code: 941 

(h) Source of Goods Requested: Code 899 

Discussion 

As an essential part of the Forestry Development Project 
(hereafter called the Project), the procurement of kerosene valued 
at $3,000,000 delivered to Nepal is included as an input. The 
Project constitutes AID'S participation in a multi-donor program 
which will help implement the Nepal Forestry Master Plan. Recent 
adoption of the Forestry Master Plan by the Government of Nepal 
(GON) marks an end to progfans which emphssized cenzrslizsd 
government management of forest lands. Implementation of the 
Forestry Master Plan will reverse the current forest depletion and 
destruction through programs designed to: meet and sustain the 
requiremente for fuelwood, fodder and water by maintaining a 
steady flow of natural nutrients and water from forest to farms; 
maintain a 6afe and wholesome natural environment; conserve 
ecosystems and genetic resources; and contribute to the growth of 
Nepal's economy. 



It wael in many raupects, the concerted action of USAID and donors 
t h a t  L ' O U U H H ~ ~  CON attention on the need for such programs a11d the 
need to ehift policy positions on ownership. utilization, 
management, and regulation6. The fundamental challenge now lies 
in full implementation of the new policy agenda. 

Based upon the GON adoption of the Forestry Master Plan, USAID is . 
eupporting thie effort through the Project. The Project goal is 
to increase the productivity and sustainability of forestry 
production systems. The Project purposes are to strengthen the 
capacity of the Ministry of Forests and Soil Conservation to 
implement the Forestry Master Plan and to introduce improved stove 
usage nationwide. Specific project components are: to strengthen 
the capacity of the Ministry of Forests and Soil Conservation 
(MFSC) Planning Division, including to develop policy analysis 
capabilities, program budgeting, project planning and project 
analysis; to develop an improved stove program with the national 
Community Forestry Program, including to expand stove model 
development and to distribute them through private channels. 
 input^ ~ ~ n e i e t  at ehart and long-term technical assistance, 
trainingl local cost support, and certain commodities. 

The major commodity under inputs is kerosene. The principal 
reaean for including this component is to support Master Plan 
p ~ l i ~ y  and proyram implementation, Local currency generated 
through sales of kerosene will be used to support policy change 
initiatives and their related programs. A secondary benefit from 
increased availability of kerosene, used for cooking and heating, 
will be to lessen the demand for fuelwood and the pressure on the 
nation's forests. 

ication of Waiver of the Source/Oriuin Requirements: 

Nepal hue just entered into a period of severe economic crisis. 
Key imports from India, including kerosene, have been halted. 
Other imparte have been delayed. The impact has been very 
significant and stems from a reduction of domestic resources and 
hard currency. Also, the shortage of kerosene has led to greatly 
accelerated cutting of forests to supply fuelwood for cooking and 
heating, Prolonged reduction of forests will have serious 
environmer.ta1 consequences. 

As criteria on justifying a waiver of the requirement that all 
commodities p u ~ c h a s e d  with AID funds be of Gzographie Code 941 
source and origin. Handbook lB, Chapter 5 ,  section B 4.a (1) 
allows for a waiver when there is an "...emergency requirement for 
which non-AID funds are not available and the requirement can be 
met in time only from suppliers or areas not included in the 
authorized geographic code." The available petroleum market is 
non-national (not from one nation alone), but that petroleum 
products are intermingled and it is not possible to determine 
national origin. 



Authority 

The Mission Director has the authority, under "Delegation of 
Authority No. 652", dated September 1, 1986, to waive U.S. or 941 
source and origin requirements to permit AID financing of goods 
and services in any country in Geographic Code 899. 

The Circumstances for a waiver are consistent with the requirement 
etated above. The amount of the procurement is $3,000,000, below 
the Mission Director's authorized limit of $5,000,000. 

Recommendation 

I certify that the exclusion of procurement from Free World 
Countries other than the cooperating country and countries 
included in Code 941 would seriously impede attainment of U.S. 
foreign policy objectives and objectives of the Foreign Assistance 
Program. I hereby approve the waiver requested herein pursuant to 
the Delegation of Authority No. 652, dated September 1, 1966 and 
Handbook 1% Section 2 F (2). 

Approved: dbqfW& 
William S acy R odes 
Acting ~irector 

Disapproved: 
William Stacy Rhodes 
Acting Director 

Clearance: 

ARD:RThurston:(in draft) 
PRC:AEisenberg:(in draft) 
EXO:WWanamaker:(in draft) 



ANNEX H 

STATUTORY CHECK L I S T  



Lisked below are statdtx)' zriteria applicable generally to FAA Funds, and 
criteria applicable to isdi.;iiual fund sources: Developnent Assistance and 
Emnanic Support Fund. 

A. G m  CRITERIA FOR CCXJHTRY ELIGIBILITY 

1. FY 1989 Apropriations Act Sec. 578(b) No. 
Has the President certified to the 
Congress that the government of the 
recipient country is failing to take 
adequate measures to prevent narcotic 
drugs or other controlled substances 
which are cultivated, produced or 
processed illicitly, in whole or in part, 
in such country or transported through 
such country, f run being sold illegally 
within the jurisdiction of such owntry 
to United States Government personnel or 
their dependents or fran entering the 
United States unlawfully? 

2. FAA !Set. 481(h); FY 1989 Appropriations 
Act Sec. 578: 1988 Drus Act Secs. 

No. 

4405-07. (mest? Drovisions awlv to .. - 
assist&& of ani kind provided by grant, 
sale, loan, lease, credit, guaranty, or 
insurance, except assistance fran the 
Child Survival Fund or relating to 
international narcotics control, disaster 
and refugee relief, narcotics education 
and awareness, or the provision of food 
or medicine.) If the recipient is a 
'major illicit drug-transit amtry' 
(defined as a country producing during a 
fiscal year at least five metric tons of 
opium or 500 metric tons of caca or 
marijuana) or a 'major drug-transit 
countrya (defined as a oountry that is a 
significant direct source of illicit 
drugs significantly affecting the United 
States, through which such drugs are 
transported, or through which significant 
sums of drug-related pfof its are 
laundered with the knowledge or 
canplicity of the government): (a) Does N/A 
the country have in place a bilateral 
narcotics agreement with the United 
States, or a rultilateral narcotics 
agreement? and (b) Has the President in N/A 
the Parch 1 International Narcotics 
Control Strategy Report (Itl9CR) 



determined and certified to the Congress 
(without Congressional enactment, within 
45 days of continuous session, of a 
resolution disapproving such a 
certification), or has the President 
determined or certified to the Congress on 
any other date (with enactment by Congress 
of a resolution approving such 
certification), that (1) during the 
previous year the country has cooperated 
fully with the United States or taken 
adequate steps on its own to satisfy the 
goals agreed to in a bilateral narcotics 
agreement with the United States or in a 
multilateral agreement, to prevent illicit 
drugs produced or processed in or 
transported through such country fran 
being transported into the United States, 
to prevent and punish drug profit 
laundering in the country, and to prevent 
and punish bribery and other forms of 
ptblic corruption which facilitate 
production or shipnent of illicit drugs or 
discourage prosecution of such acts, or 
that (2) the vital national interests of 
the United States require the provision of 
such assistance? 

3. 1986 Drug Act Section 2013; 1988 Drug Act N/A 
Sec. 4404. (This section amlies to the 
same catwries of assistance subject to 
the restrictions of FAA Sec. 481(6), 
above.) If recipient country is a "major 
illicit drug producing axntrym or "major 
drug-transit countrym (as defined for the 
plrpose of FAA Sec 481(h)), has the 
President submitted a reprt to Congress 
listing such country as one (a) which, as 
a matter of government policy, encourages 
or facilitates the production or 
distribution of illicit drugs; (b) in 
which any senior official of the 
government engages in, encourages, or 
facilitates the production or distribution 
of illegal drugs; (c) in which any member 
of a U.S. Government agency has suffered 
or been threatened with violence inflicted 
by or with the canplicity of any 
government officer; or (d) which fails to 
provide reasonable cooperation to lawful 
activities of U.S. drug enforcement 
agents, unless the President has provided 
the required certification to Congress 
pertaining to U.S. natioml interests and 
the drug control and criminal prosecution 
efforts of that country? 



4. FAASection. 620(c). If assistance is to 
government, is the government indebted to 
any U. S ci't izen for -goods or servioes 
furnished or ordered where (a) such 
citizen has exhausted available legal 
remedies, (b) the debt is not denied or 
contested by su& government, or (c) the 
indebtedness arises under an 
unconditional guaranty of payment given 
by such government or controlled entity? 

5. FAA Sec.62:O(e) (1). If assistance is to 
a govermnt,haS it (including any 
government, agencies or subdivisions) 
taken any action which has the effect of 
nationalizing, expropriating, or 
otherwise seizing ownership or control of 
property of U.S. citizens or entities 
beneficially owned by them without taking 
steps to discharge its obligations toward 
such citizens or entities? 

6. FAA sec. 6,20(a), 62O(f 1, 620D: FY 1989 
Appropriations Act Secs. 512, 550, 592. 
IS recl~lent country a Camunist 
countrvj If so. has the Prestknt 
determhed that-assistance to the tlountry 
is vital to the security of the United 
States, that the recipient country is not 
controlled by the international Camrunist 
conspiracy, and that such assistance will 
further pt'anote the independence of the 
recipient country fra international 
canism? Will assistance be provided 
either directly or indirectly to Angola, 
Cambodia, Cuba, Iraq, Libya, Vietnam, 
South Yemen, Irar. or Ziri;? Will 
assistance be provided to Afghanistan 
without a certification, or will 
assistance be provided inside Afghanistan 
through the Soviet-controlled government 
of Afghanistan? 

7. FAA Sec. 62O(i). Has the country 
permitted, or feiled to take adequate 
measures to prevent, damage or 
destruction by mob action of U.S. 
property? 

8. FAA Sec. 620(1). - Fas the country failed 
to enter into an investment guaranty 
agreement with OPIC? 

a No. 

No. - 

No. 

NO. 

NO. 



NO. FAA &. 62O(o) ; ~ishemn's Protective 
act of 1967. as amended. Sec. 5 .  (a) Has 

penalty or- sanction against, any U .S. 
fishing vessel because of fishing 
activities in intermtiom1 waters? (b) 
If so, has any deduction required by the 
Fishermen's Protective Act been made? 

FAA Sec. 620 (q); FY 1989 Appropriations 
~ c t  Sec. 518. (a) Has the government of - ~ - -  . . 

the recipient country been in default for 
more than six months on interest or 
principal of any loan to the country 
under the FAA? (b) Has the country been 
in default for more than one year on 
interest or principal on any U.S. loan 
under a program for which the FY 1989 
Appropriations Act appropriates funds? 

FAA Sec. 6201s). rf contemplated 
assistance is develomnt loan or to cane 
f r& Econmic support Fund, has the ' 

Administrator taken into account the 
percentage of the country's budget and 
amount of awntry's foreign exchange or 
other resources spent on military 
equipnent? (Reference may be made to the 
annual 'Taking Into Considerationm mano:  
.Yes, taken into account by the 
Administrator at time of approval of 
Agency OYB. This approval by the 
Administrator of the Operational Year 
Budget can be the basis for an 
affirmative answer during the fiscal year 
unless significant changes in 
circumstances occur. 1 

FAA Sec. 62O( t). Has the country severed 
diplanatic relations with the United 
States? If so, have relations been 
resumed and have new bilateral assistance 
agreements been negotiated and entered 
into since such resumption? 

NO. 

FAA Sec. 620(u). What is the payment 
status of the country's U.N. 
obligations? If the axntry is in 
arrears, were such arrearages taken into 
account by the A.I.D. ~dministrator in 
determining the current A.I.D. 
Operational Year Budget? (Reference may 
be made to the 'Taking into 
Consideration' memo. ) 

Current 



i4. FA4 Sec. 620A. Has the President 
aeterrnined that the recipient country 
grants sanctuary from prosecution to any 
individual or group which has oamnitted 
an act of international terrorism or 
otherwise s u p r  ts international 
terror ism? 

No. 

15. FY 1989 Appropriations Act Sec. 568. Has No . 
the country been placed on the list 
provided fir in &tion 6 ( j of the 
Export Administration Act of 1979 
(currently Libya, Iran, South Yemen, 
Syria, Cuba, or North Korea)? 

16. T= of 1985 Sec. 552(b). Has the 
Secretary of State determined that the 
country is a high terrorist threat 
country after the Secretary of 
Transportation has determined, pursuant 
to section 1115(e)(2) of the Federal 
Aviation Act of 1958, that an airport in 
the country does not maintain and 
administer effective semrity measures? 

17. FAA Sec. 666(b). Does the country 
object, on the basis of race, religion, 
national origin or sex, to the presence 
of any officer or employee of the U.S. 
who is present in such country to carry 
out emnanic developnent programs under 
the FAA? 

18. FAA Secs. 669, 670. Has the country, 
after August 3,  197, delivered to any 
other country or received nuclear 
enrichment or reprocessing equipnent, 
materials, or technology, without 
specified arrangements or safeguards, and 
without special certification by the 
President? Has it transferred a nuclear 
explosive device to a non-nuclear weapon 
state, or if such a state, either 
received or detonated a nuclear explosive 
device? (FAA Sec. 620E permits a special 
waiver of Sec. 669 for Pakistan.) 

19. FAA Sec. 670. If the country is a 
non-nuclear weapon state, has it, on or 
after August 8, 1985, e-uprted (or 
attempted to export) illegally fran the 
United States any material, equipnt, or 
technology which would contribute 
significantly to the ability of a country 
to manufacture a nuclear explosive device? 

NO. 

No. 

No. 

No. 



. . 
J.S!KI? of 1981 Sec. 720. Was the country 
represented at the Meeting of Ministers 
of Foreign Affairs and Heads of 
Delegations of the Non-Aligned Countries 
to the 36th General Assembly of the U.N. 
of Sept. 25 and 28, 19815 and did it fail 
to disassociate itself fran the 
camunique issued? If so, has the 
President taken it into account? 
(Reference may be made to the 'Taking 
into Consideration' memo.) 

21. M 1989 Appropriations Act Sec. 527. Has No. 
the recipient country been determined by 
the President to have engaged in a 
consistent pattern of opposition to the 
f~reign plicy of the United States? 

22. FY 1989 Appropriations Act Sec. 513. Has 
the duly elected Head of the Government 
of the -antry been deposed by military 
coup or decree? If assistance has been 
terminated, has the President notified 
Congress that a democratically elected 
government has taken office prior to the 
resumption of assistance? 

23. N 1989 Appropriations Act Sec. 540. 
Does the recipient country fully 
cooperate with the international refugee 
assistance organizations, the United 
States, and other governments in 
facilitating lasting solutions to refugee 
situations, including resettlement 
without respect to race, sex, religion, 
or national origin? 

Nepal has a ~0nstitutio~l 
monarchy and the King is the 
Head of the Government. 

Yes. 



1. Developnent Assistance Country Criteria. 

FAA Sec. 116. Has the Department of 
State determined that this government has 
engaged in a consistent pattern of gross 
violations of internationally recognized 
human rights? If so, can it be 
demonstrated that contemplated assistance 
will directly benefit the needy? 

FY 1989 Appropriations Act Sec. 536. 
Has the President certified that use of 
DA funds by this country would violate 
any of the prohibitions against use of 
funds to pay for the performance of 
abortion as a method of family planning, 
to motivate or coerce any person to 
practice abortions, to pay for the 
performance of involuntary sterilization 
as a method of family planning, to coerce 
or provide any financial incentive to any 
person to undergo sterilizations, to pay 
for any bianedical research which 
relates, in whole or in part, to methods 
of, or the performance of, abortions or 
involuntary sterilization as a means of 
family planning? 

2 .  Econanic Support Fund Country Criteria: 

FAA Sec. 502B. Has it been determined 
that the country has engaged iil a 
consistent pattern of gross violations of 
internationally recognized human rights? 
If so, has the President.faund that the 
country made such significant 
improvements in its human rights record 
that furnishing such assistance is in the 
U.S. national interest? 

No. 

FY 1989 Appropriations Act Sec. 578(d). , N/A 
Has this country met its drug eradication 
targets or otherwise taken significant 
steps to halt illicit drug production or 
trafficking? 



Listed below are statutory cri teria applicable t o  projects. mis section i s  
divided into two parts. Part ?. includes cri teria applicable to  a l l  projects. 
Part B applies to  projects funded fran specific sources only: B ( 1 )  applies to  
a11 projects funded w i t h  Developnt Assistance: B(2 )  applies to a l l  projects 
funded w i t h  Developnent Assistance loans; and B ( 3 )  applies to  projects funded 
f ran ESF. 

CROSS REFEREIJCES: JS COUNTRY Cf-JKYLJST UP !I0 Yes. 
DATE? HAS STAIJDARD I W  
CHIXYLlST BED{ REVIEh'ED FOR Yes, the checklist is 
'IHIS PFxmxx"? attached hereto. 

1. M 1989 Appropriations Act Sec. 523; 
FhA Sec. 634A. I f  money is sought to  
be obligated for an activity not 
previously justified to congress, or 
for an amount previously justified to  
Congress, has Congress been properly 
notified? 

2. FAF. Sec. 611(a)(l) .  Prior to an 
obligation i n  excess of $500,000, w i l l  
there be (a)  engineering, financial or 
other plans necessary to carry out the 
assistance, and (b) a reasonably f i rn  
estimate of the cost to the U S .  of the 
assistance? 

Yes, before obligating 
funds, the Mission w i l l  
obtain advice from A J D h  
regarding Qd expiry. 

(a )  Yes, financial and 
other plans are 
outlined i n  the 
Project Paper 

(b) An illustrative 
budget is included 
i n  the PP 

3.  FAA Sec. 611(a)(2). If legislative action is N/ A 
required w i t h i n  recipient country, what is 
the basis for a reasonable e x ~ c t a t i o n  
that such action w i l l  be completed in time 
to permit orderly accunplishrnent of the 
purpose of the assistance? 

4 .  FAA Sec. 611(b); FY 1989 
Appropriations Act Sec. 501. If project is N/A 
for water or water-related land resource 
constr'uction, have benefits and costs been 
canpted to the extent practicable i n  
accordance w i t h  the principles, standards, 
an6 procedures established ~ r s u m t  to the 
Water Resources Planning Act (42 U.S.C. 
1962, e t  se . )? (See A.I.D. Handbook 3 for 
gu i d e l 5 3  



. . 5. FAh Scc. 611(e). If project i~ c n ; i : .  K I A  
assistance ( e .q . ,  construction), and total 
U.S. assistance for it will exceed $1 
million, has Mission Director mr t iiied and 
Regional Assistant Administrator taken into 
consideration the country's capability to 
maintain and utilize the project 
effectively? 

6. FAA Sec. 209. Is project susceptible to Project is independent , 
execution as part of regional or but supports the 
multilateral project? If so, why is national Forestry 
not so executed? Information and Master Plan, which in 
inconclusion whether assistance will turn is also supported 
enmurace regional development by other donors. 
programs. 

7. FAA Sec. 601 (a 1. Information and 
conclusions on whether projects will 
encourage efforts of the cwntry to: (a) 
increase the flow of international trade; 
(b) foster private initiative and 
ompetition; (c) encourage developnent 
and use of cooperatives, credit unions, 
and savings and loan associations; (d) 
discoura~ monopolistic practices; (e) 
improve technical efficiency of industry, 
agriculture and camnerce; and (f) 
strengthen free labor unions. 

8. FAA Sec. 601(b). Infolmation and 
conclusions on how project will encourage - - 
U.S. private trade and investment abroad 
and encourage private U.S. participation 
in foreign assistance programs (including 
private trade channels and the 
services of U.S. private enterprise). 

(a) Increase in production of 
wood articles and possible 
export could help expand 
international trade. 

(b)  Project activities will 
foster private initiatives 
and competition. Wanagement 
and control of woodlands 
will be privatized, under 
GON guidelines, as will be 
the improvement of forest 
lands. 

(c) Not directly. 
( d )  The privatization of 

woodland management and 
in~provements will lesson 
the ma respnsibility 
and be competitively 
determined. 

(e) Certainly a related 
project objective is 
improvement in plannin~ 
an2 management of agri- 
mlture and natural resources 
within the nation. 

( f )  N/A 

Contracting for technical 
assistance to the project 
will be let to a U.S. 
private firm in all proba. 
bility and will utilize use 
of over 25% of the budgeted 
resources. A certain 
portion of the commodities 
will also be procured £tau 
U.S. source and origin. 



9. FAP. .SETS. 612(b), 636th). Descrik. 
steps taken to assure that, to the 
maximum extent possible, the country is 
contributinp local currencies to meet 
the cost of amtractual and other 
services, and foreign currencies owned 
by the U.S. are utilized in lieu of 
dollars. 

10. FAA Sec. 612(d). Does the U.S. awn 
excess foreign currency of the country 
and, if so, what arrangements have been 
made for its release? 

11. FY l9e9 ~ppropriations Act Sec. 521. 
If assistance is for the production 
of any camnodity for expit, is the 
commodity likely to be in surplus on 
world markets at the time the resulting 
productive capacity becomes operative, 
and is such assistance likely to cause 
substantial injury to U.S. producers of 
the same, similar or cmpeting canmodity? 

12. FY 1989 Appropriations Act Sec. 549. 
K i l l  the assistance (except for 
programs in Caribbean  asi in Initiative 
countries under U.S. Tariff Schedule 
'Section 807,' which allows reduced tariffs 
on articles assembled abroad frart 
U.S.-made canponents) be used directly 
to procure feasibility studies, 
prefeasibility studies, or project 
profiles of potential investment in, 
or to assist the establishment of 
facilities specifically designed for, 
the manufacture for export to the 
United States or to third country 
markets in direct competition with 
U.S. exprts, of textiles, apparel, 
footwear, handbags, flat goods 
(such as wallets or coin purses wrn 
on the person), work gloves or leather 
wearing apparel? 

?tic G U l  is expectcyj to providc 
approximately 8% of the project 
costs, either in local currenq, 
in kind or in staff. A waiver 
of the standard 258 contributicm 
requirement was granted by the 
W A N E  per State 
Any available local currency 
owned by the U.S. will be used 
to meet local cost, as appropriate. 

No. The U.S. does not mn 
excess Nepal Rupees. 

No. 



FAA Sec. llg(q)(4 1-(6) & (10). Will 
the assistance (a) supprt training 
and education efforts which improve 
the capacity of recipient countries 
to prevent loss of biological diversity; 
(b) be provided under a long-term 
agreement in which the recipient 
country agrees to protect ecosystems 
or other wildlife habitats; 
(c) su-rt efforts to identify 
and survey ecosystms in 
recipient countries worthy of 
protection; or (d) by any direct 
or indirect means significantly 
degrade national parks or similar 
protected areas or introdurn exotic 
plants or animals into such areas? 

FAA Sec. 121(d)-. If a Sahel project, 
has a determination been made that 
the host government has an adequate 
system for accounting for and control- 
ling receipt and expenditure of project 
funds (either dollars or local currency 
generated therefran)? 

FY 1989 Appropriations Act. If 
assistance is to be made to a 
United States W O  (other than a 
cooperative developrent organiza- 
tion), does it obtain at least 20 
percent of its total annual funding 
for international activities £ran 
sources other than the United States 
Government? 

FY 1989 Appropriations Act. Sec. 538. If 
assistance is being made available to a 
EVO, has that orga&ation provided upon 
timely request any document, file, or 
record necessary to the auditins rewire- 

17. fl 1989 ~ppropriations Act. Sec. 514. 
I£ funds are being obligated under an 
appropriation account to which they 
were not a~ropr ia ted ,  hzs. prior aptcvs?. 
of the Appropriations Cmittees of 
Congress been obtained? 

The GUJ Forestry Master Plan, 
supported by AID and other 
donors, is designed to help 
protect and improve forest 
land throughout the country. 
Policy objectives and training 
activities are designed to 
upgrade carmunal, private and 
national lands, as well as 
protect biological and 
ecological systems. 

Yes. 

%ere will be considered 
requirements of the W3 if 
such an organization is used 
to assist with project 
irrrplementation. - - -  



18. State Authorization Sec. 139. (as 
interpreted by conference report). 
Has Anf innation of the date-of 
signing of the project agreement, 
including the amount involved, been 
cabled to State L/T and A.I.D. LEE 
w i t h i n  60 days of the agreement's entry 
into force w i t h  respect to the United 
States, and has the fu l l  text of t h e  
agreement been pouched to  those same 
offices? (See Handbook 3, Appendix 6G 
for agreements covered by this provision). 

FUNDING CRITERIA FOR PROJDCT 

Develounent Assistance Project Criteria: 

a. FY 1989 Appropriations A c t  Sec. 548. 
(as interpreted by conference report 
for o r i g i d  enactment). ~f assistance 
is for agricultural developnent 
act ivi t ies (specifically, any testing 
or breeding feasibi l i ty study, variety 
improvement or introduction, consultancy, 
publication, conference, 
or training), are such act ivi t ies (a)  
specifically and principally designed 
to increase agricultural exports 
by the host country to a country other 
than the United States, where the 
export wuld lead to  direct canpetition 
i n  that third oountry w i t h  exports of a 
similar mmodity grown or produced in 
the United States, and can the act iv i t ies  
reasonably be expected to cause s u b  
s tantial  injury to U.S. exporters 
of a similar agricultural amnodity; 
or (b) in supp r t  of research that is 
intended primarily to benefit U.S. 
producers? 

b. FAA Secs. 102(a), 111, 113, 281(a). 
Describe Extent to  which activity 
w i l l  ( a )  effectively involve the- 
poor i n  developnent, by extending 
access to  economy a t  local level, 
increasing labor-intensive production 
and the use of a~puopriate t=!akgy, 

.- d i s ~ e r s i n ~ i n w s i b e n ~ c i . t i e s ~ -  
' 7 - u  small twns and rural areas, and 

insuring wide participation of the 
poor in the benefits of developnent 
on a sustained basis, using the 
appropriate U.S. institutions; 

!his w i l l  be doneupor 
signing of any project 
agreement. 

Project w i l l  not directly 
contribute t o  increased 
exports, although the GdJ 
Forestry Master .Plan does 
include increased produc- 
tion of wood products as 
an objectives. I t  is unlikely 
that any wood products or 
stoves produced as a conse- 
quence of the success of 
the Master Plan w i l l  be of 
a nature whid.1 would 
cunpete with any U.S. 
exports . 

(a) Project policy targets 
w i l l  lead i n  rural areas 
to  increased incane and 
productivity of the poorer 
segments of the poplation 
through improved use of 
tmtural resources and emp 
layment i n  new econanic -- 
activi t ies concerning wood 
lands and wood products. 



(b) help develop cooperatives, 
especially by technical assistance, 
to assist rural and urban poor to 
help thmselves toward a better life, 
and otherwise encouraqe democratic 
private and local governmental 
institutions; ( c )  support the 
self-help efforts of developing 
countries; (d) pranote the 
participation of m e n  in the 
national economies of developing 
countries and the improvement of 
men's status; (e) utilize and 
encourage regional cooperation by 
developing countries? 

c. FAA Sec. 103, 103A, 104, 105, 106 
120-21; FY 1989 Appropriations A c t  

I nt Fund for Africa). Does 
fit the criteria for the 

source of funds (functional accxxlnt) 
being used? 

d. FAA Sec. 107. Is emphasis placed on 
use of appropriate technology 
(relatively smaller, cost-saving, 
labor-using technologies that are 
generally most appropriate for the 
small farms, small businesses, and 
small incomes of the poor)? 

e. FAA Sec. 110, 124 (dl. Will the - 
recipient country provide at  least 
25 &cent of the &sts of the 

project, or activity with 
respect to which the assistance is 
to be furnished (or is, the latter 
cost-sharing requirement being waived 

- - - - . - f ~ ~ ~ ~  t develo-W 
country)? 

Cooperatives may' grw out 
of the Master Plan activities, 
but this is not a primary 
objectives of the effort. 

(c) The project activities 
will, through certain policy 
measures and stove improve- 
ments, support the self-help 
measures integral to the 
Forestry Master, Plan. 

(d)  The major bknef iciaries 
of many policy #reform 
measures and the improved 
stove component are the women 
of Nepal. All training 
activities are fully open 
to wanen and require female 
participation, 

(e) ~ o t  applicable per se, 
although the program has 
the support of India and 
international organizations. 

Yes, ARMJ account criteria 
are met. 

Yes. !the stove improvement 
m,pnent focusses directly 
on inppropr ia te technology 
for cooking. 

NO. m e  requirement is 
being waived. 



' f .  FAA Sec. 128(b). I f  the ac t iv i ty  yes .  
attemDts t o  increase the inst i tut ional  
capabi l i t ies  of private organizations 
or the government of the cwntry,  
or i f  i t  attempts t o  s t i rmlate  , , 

scient i  f ic and technological research, 
has i t  been designed and w i l l  i t  be 
monitored t o  ensure that  the ultimate 
beneficiaries a r e  the poor majority? 

g. FAA Sec. 281(b). Describe extent t o  
which program recognizes the particular - - 

needs, desires, and capacit ies of the 
people of t h e  country; u t i l i ze s  the 
country's in te l lectual  resouroes t o  
encourage i n s  t i  tutional developnent 1 
and supports c i v i l  education and 
training in  skills required for 
effect ive participation i n  governmental 
processes essent ia l  t o  self-government. 

h.  PY 1989 Appropriations Act Sec. 536. 
Are any of the funds to be used for  
the pe;fortnance of abortions as a 
method of f arnily planning or t o  
motivate or coerce any person t o  
practice abortions? 

Are any of the funds t o  be used t o  
pay for the performance of 
involuntary s t e r i l i za t ion  as a 
method of family planning or t o  
ceorce or provide any financial  
incentive t o  any person to 
undergo ster.ilizations3 

Are any of the furds t o  be used t o  
pay for  any biomedical research 
which re la tes ,  i n  whole or i n  part, 
t o  methods of,  or  the performance 
of,  abortions or involuntary 
s t e r i l i za t ion  as a meqns of family 
planning? 

Project is designed t o  
address national needs and 
weaknesses in forest  and 
natural resource management 
and ut i l izat ion.  Major 
axnpwnt s  work t o  
strenyhten the local capacity 
t o  plan a d  l i t i l i z e  land 
and resources in  the most 
effective,  e f f ic ien t  m n e r .  
Project w i l l  help with policy 
formation and training of 
Nepalese for effect ive parti-  
cipation in the national 
Forest Master Plan. 

NO. 

NO. 



FY 1989 ~ppropriations Act. 1s the - 
assistance being made available to 
any organization or program which 
has been determined to support or 
participate in the management of a 
program of coercive abortion or 
involuntary sterilization? 

~f assistance is £ran the population 
functional account, are any of the 
funds to be made available to 
voluntary family planning projects 
which do not offer, either directly 
or through referral 'to or information 
about access to, a broad range of 
family plannins methods and serviws? 

FAA Sec. 601(e). Will the project 
utilize competitive selection 
procedures for the awarding of 
contracts, except where applicable 
procurement rules allow otherwise? 

FY 1989 A ropriations Act. What 
d h e  funds will 6e 
available only for activities of 
econunically and socially 
disadvantaged enterprises, 
historically black colleges and 
universities, colleges and 
universities having a student body 
in which more than 40 peroent of 
the students are Hispanic Americans, 
and private and voluntary organiza- 
tions which are controlled by 
individuals riho are black Americans, 
Hispanic Americans, or Native Americans, 
or who are econanically or socially 
disadvantaged ( including wanen)? . 
FAA Sec. 118(c). Does the assistance 
m p l y  witb the enviromntal proce- 
dures set forth in A.I.D. Regulation 161 
Does the assistance place a high 
priority on conservation and sustainable 
management of tropical forests? 
Specif~.cally, does the assistance, to the 
f u l l e s ~ t ~ t e n i b ; l 8 ~ 4 ~ t - s t ~  the 
"i'ifiportance of conserving and sustainably 
managing forest resources: (b) s u p r t  
activities which offer employment and 
incune alternatives to those who a 

otherwise would cause destruction and 
loss of forests, and help countries 
identify and implement alternatives to 

.... *. - 

No. 

N/A 

Yes. 

Gray Amendment firms 
will be used to the 
fullest extent possible- 
the goal is 10 'percent of 

budget . 

Project fully incorporates 
the requirements of Reg. 16 
as part of the policy 
reform guidelines and 
forestry use planning. An 
IEE was prepared for the PID 
and a negative determination 
approved, as the project " 
involves planning, training, 
W K ~  testhg *& staves 
only. 



colonizing forested areas: (c) support 
training programs, €?du~atio~l efforts, 
and the establishment or strengthening of 
institutions to improve forest mangement; 
(d) help end destructive slash-and-burn 
agriculture by supporting stable and 
productive farming practices; (el help 
conserve forests which have not yet been 
degraded by helping to increase production 
on lands already cleared or degraded; 
(f) conserve forested watersheds and 
rehabilitate those which have been 
deforested; ( g )  support training, 
research, and other actions which 
lead to sustainable and more 
environmentally sound practices for 
timber harvesting, removal, and 
processing; ( h )  support research to 
expand knowledge of tropical forest 
and identify alternatives whicb will 
prevent forest destruction, loss, or 
degradation; (i) conserve biological 
diversity in forest areas by supporting 
efforts to identify, establish, and 
maintain a representative network of 
protected tropical forest ecosystems 
on a wrldwide basis, by making the 
establishment of protected areas a 
condition of support for activities 
involving forest clearance or degra- 
dation, and by helping to identify 
tropical forest. emsystems and 
species in need of protection and 
establish and maintain appropriate 
protected areas: ( j) seek to increase 
the awareness of U.S. government 
agencies and other donors of the 
imnediate and long-term value of 
tropical forests; and (k) utilize 
the resources and abilities of all 
relevant US .  government agencies? 

m, FAA Sec. ll8(c) ( 1 3 ) .  If the 
assistance will support a program . or project significantly affecting 
tropical forests (including pro ject8 
involving the planting of exotic 
plant species), will the program or 
pro jec t+a M t a s e C u p o r i = C ; n C  - 
malysis of 'Jk alktrnatives avaifable 
to achieve the best sustainable use 
of the land, and (b) take full account 
of the environmental impacts of the 
proposed activities on biological 
diversity? 

me project will pranote 
pol ides and plans which 
pranote the best sustainable 
use of land and take into 
aoownt the environmental 
impact of any proposed .- 
activities in the sector, 



FAA 118 (c)  ( 1 4 ) .  W i l l  assistan03 
be used for7a') the procurement or 
use of logging equ iGn t ,  unless an 
environmenttnl assessment indicates 
that a l l  timber harvesting operations 
involved w i l l  be conducted i n  an 
environmenta~lly sound manner and that 
the proposed activity w i l l  produce 
positive econanic benefits and 
sustainable forest management systems; 
or (b)  actions which w i l l  significantly 
degrade national parks or similar 
protected areas which contain 
tropical forests, or introduce 
exotic plants or animals into 
sud-a reas?  .- ,- - - .- 

0. FAA Sec. 118(c)(15), W i l l  assistance 'Ihe project w i l l  support 
be used for C m i v i t i e s  which through advice and tech- 
would result ,in the conversion of nical assistance, only 
forest lands to  the rearing of environmentally sound means 
livestock: (b)  the construction, of improving incane for 
upgrading, or maintenance of roads the rural poor. 
( including temporary haul roads for 
logging or other extractive 
industries) which  pass through 
relatively undegraded forest lands; 
(c) the colonization of forest lands; 
or (d) the mnstruction of dams or 
other water control structures which 
flood relatively undegraded forest 
lands, unless with respect to  each 
such activity an environmental 
assessment indicates that the activity 
w i l l  contribute significantly and 
directly t o  improving t h e  livelihood 
of the rural poor and w i l l  be conducted 
i n  an environmentally sound manner 
which supports sustainable 
developnent? , 

No. 

p. FY 1989 Appropriations Act. If 
assistance w i l l  cane £run the Sub- 
Saharan Africa DA account, is it 
( a )  to be used t o  help the poor 

' majority i n  Sub-Saharan Africa 
through a process of long-term 
developnent and economic growth that 
is equitable, participatory, 
envi r omn ta l l y  sustainable, and 
self-reliant: (b) being provided i n  
accordance w i t h  the policies 
contained i n  section 102 of the FAA; 



(c) being provided, when consistent with 
the objectives of such assistance, 
through African, United States and other 
wos that have demo- nstrated 
effectiveness in the promotion of local 
grassroots activities on behalf of 
long-term developnent in SubSaharan 
Africa; (d) being used to help o v e r m  
short-term constraints to long-term 
developnent, to promote reform of sectoral 
econmic policies, to support the critical 
sector priorities of agrialtural 
production and natural resources, health, 
voluntary family planning services, 
education, and inmne generating 
opportunities, to bring about appropriate 
sectoral restructuring of the SubSaharan 
African econunies, to support reform in 
public administration and finances and to 
establish a favorable environment for 
individual enterprise and self-sustaining 
developnent, and to take into account, in 
assisted policy reforms, the need to 
protect vulnerable groups1 (e) being used 
to increase agrialtural production in 
ways that protect and restore the natural 
resource base, especially food production, 
to maintain and improve basic 
transportation and ccmnunication networks, 
to maintain and restore the renewable 
natural resource base in ways that 
increase agrialtural production, to 
improve health mndi tions with special 
emphasis on meeting the health needs of 
mothers and children, including the 
establishment of self- sustaining primary 
health care systems that give priority to 
preventive care, to provide increased 
access to voluntary family planning 
services, to improve basic literacy and 
mathematics especially to those outside 
the formal ~d~Cati0tWl system and to 
improve primary education, and to 
develop incane-generating opportunities 
for the unemployed and underemplayed in 
urban and rural areas? 

q FY -1909 Ap~~0priat;- 
If deob/reob authority is sought to N/A 
b? exercised i n  the provision of DA 
assistance, are the funds being 
obligated for the same general purpose, 
and for countries within the same 
general region as originally obligated, 
and have the Appropriations C m i  ttees 
of both Houses of Congress been 
properly notified? 



Developrent Assistance Project 
Cr i te r ia  (mans Only) 

a. FI\A Sec. 122(b). Information ad 
conclusion on capacity of the 
country to  repay the loan, a t  a 
reasonable ra te  of interest .  

b. FAA Sec. 620(d). If  assistance is 
for any productive enterprise whi& 
w i l l  canpete w i t h  U.S. enterprises,  
is there an agreement by the recipient 
country t o  prevent export t o  the U.S. 
of mare than 20 percent of the 

-- .en_terprW 9 -aRRaaS-p-m 
the l i f e  of the loan, or has the 
requirement t o  enter in to  such an 
agreement been waived by the 
President because of a mt iona l  
security interest?  

FAA Sec. 122(b). Does the ac t iv i ty  
give reasonable pranise of ass i s t -  
ing long-range plans programs 
designed t o  develop econanic 
resourats and increase productive 
capacit ies . 

Econanic Support Fund Project Cr i te r ia  

FAA Sec. 53l(a) .  W i l l  t h i s  assistance 
pranote econani'c and pol i t i ca l  
s t a b i l i t y ?  To the maximum ex ten t  
feasible,  is t h i s  assistance 
consistent w i t h  the policy 
directions,  purposes, and programs 
of par t  I of the FAA? 

FAA Sec. 531(e)*. W i l l  t h i s  assistanoe 
be used for  mili tary or paramilitary 
prposes?  

FAA Sec. 609. I f  carmodities 
a re  t o  be sranted so  that  sale 
proceeds w i l l  accrue t o  the recipient 
country, have Special A m n t  
(counterpart) a r r a n g m n t s  been made? 



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

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

PROCUREMENT 

1. FAA Sec. 602(a). Are there arrangements 
to permit U.S. small business to 
participate equitably in the furnishing 
of camnodities and services financed? 

, 2. FAA Sec. 604(a). Will all procurement be 
£ran the U.S. except as otherwise 
determined by the President or under 
delegation f ran him? 

3. FAA Sec. 604(d). If the cooperating 
country discriminates against marine 
insurance canpanies authorized to do 
business in the U.S., will oomnodities be 
insured in the United States against 
marine risk with such a cunpany? 

4. FAA Sec. 604 (el; ISDCA of 1980 Sec. 
705(a). If non-U.S. procurement of _. agricultural mmodity or product thereof 
is to be financed, is there provision 
against such procurement when the dunestic 
price of such comnodity is less than 
parity? (Exception where cmnmodity 
financed could not reasonably be 
procured in US.) 

5. FAA Sec. 604 (q). Will construction or 
engineering services be procured fran 
firms of advanced developing antries 
which are otherwise eligible under Clode 
941, and which have attained a canpetitive 
capability in international markets in 
one of these areas? (Exception for those 
countries which receive direct eamanic 
assistance under the FAA and pernit 
United States firms to- te.for.- 

- - c m n s t ~ ~ - o ~  neeX,"se rvioes 

Yes. Contracts,will be 
advertised in the CBD and 
canpetitively let. 

Waivers may be sought so 
that certain commodities 
may be procured £run gee- 
graphic code 035 countries. 

Yes. 

financed £ran assistance pkqrams of 
these countries ) 



6. 'FAA Sec. 603. Is the shipping excluded 
f ran mpliance with the requirement in 
section 901(b) of the Merchant Marine Act 
of 1936, as amended, that at least 50 
percent of the gross to~age of 
camnodities (canputed separately for dry 
bulk carriers, dry cargo liners, and 
tankers) financed shall be t,ransported 
on privately owned U.S. flag carmercial 
vessels to the extent such vessels are 
available at fair and reasonable rates? 

FAA Sec. 621(a). If technical assistance 
is financed, will such assistance be 
furnished by private enterprise on a 
contract basis to the fullest extent 
practicable? Will the facilities and 
resources of other Federal agencies be 
utilized, when they are particularly 
suitable, not can~etitive with private 
enterprise, and made available without 
undue interference with dcrnestic 
programs? 

8. International Air Transportation Fair 
Competitive Practices Act, 1974. If  
air transportation of Persons or propertv 
is f inan& on grant &is, will 

- 
carriers be uscd to the extent such 
service is availabie? 

9. FY 1989 Appropriation Act Sec. 504. If 
the U.S. Government is a party to a 
contract for ~rocurement,-does the 
contract contain a provision authorizing 
termination of such contract for the 
convenience of the United States? 

10. FY 1983 Appropriations Act Sec. 524. If 
assistance is for consulting service 
through procurement contract pursuant 
to 5 U.S.C. 3109, are contract expendi- 
tures a matter of public record and 
available for public insplection (unless 
otherwise provided by law or Dteartive 

' order)? 

1. FAA Sec. 601(d). If capital (e.g., 
constructionf project, will U.S. 

Section 901(b) will 
apply to shipping under 

, ~ 

the project. 

Yes and yes. 

Yes. 

Yes, such clauses 
will be incorporated 
into AID direct and host 
country contracts. 

Yes. 

engineering and professional servioes 
be used? 



FAA Sec. 611(c). 
construction are 

I f  contracts for 
to be financed, w i l l  

they be le t  on a cunpeti tive basis to 
maximum ex tent ~racticable? 

FAA Sec. 620(k).  If for construction of 
productive enterprise, w i l l  aggregate 
value of assistance to be furnished by 
the U.S. not exceed $100 million 
(except for productive enterprises i n  
Egypt that were described i n  t h e  8 1 ,  
or does assistance have the express 
approval of Congress? 

FAA-c. 122(b). If developnent loan, 
repayable i n  dollars, is interest rate 
a t  least 2 percent per annum during 
a grace period which is not to  ex& 
ten years, and at  least 3 peroent per 
m u m  thereafter? 

FAA Sec. 301 (d l .  If fund is established 
solely bv u.S. contributions and 
adminkered by an international 
organization, does Canptroller 
General have audit rights? 

FAA Sec. 620 ( h ) .  Do arrangements exist 
E u r e  that United States foreign aid 

Yes. 

is not used i n  a manner which ,  oontrary 
to the best interests of the United States, 
pranotes or assists the foreign aid projects 
or activities of the Camunist-bloc cuuntries? 

W i l l  arrangements preclude use of financing: 

a. FAA Sec.l04(f 1: FY 1989 Appropriations 
~ c t  Secs. 525, 536. (1) rn pay for per- 1) yes. 
f o r m a n o e n s  as a method of fmily 
planning or to motivate or coerce persons 2)  Yes. 
to practice abortiorrsl ( 2 )  to pay for 
performance of involuntary sterilization 3) Yes. 
as method of family planning, or to 
coerce or provide financial imentive to 4 )  Yes. 
any person to undergo sterilization; 
(3) to pay for any bianedical research 
which relates, i n  whole or part, to 
methods or the performance of abortions 
or involuntary sterilizations as' a means 
of family planning; or ( 4 )  to lobby for 
abortion? 



b. FA Sec. 483. To make relmbursemnts, Yes. 
In the form of cash payments, 
to persons whose illicit drug crops 
are eradicated? 

Yes. c. FAA Sec. 620(q). To compensate 
owners for expropriated or 
nationalized property, except to 
canpensate foreign nationals in 
accordance with a land reform 
program certified by the 
President? 

d . FAA.. Sec , 4 6 8 ; - " r o - p n m i d e ~ ~ ~ h i  - Yes. 
advide, or any financial suprt for 
police, prisons, or other law 
enforcement forces, except for 
narcotics programs? 

e. FAA Sec. 662. For CIA activities? Yes. 

f. FAA Sec. 636(i). For prchase, sale, 
'long-term lease, exchange or guaranty 
of the sale of motor vehicles I 

manufactured outside U.S., unless 
a waiver is obtained? 

Yes, n0n-O.S. vehicles 
may be purchased only 
within the parameters . 
of blanket right-hand a 

drive vehicle waiver or : 
individual waivers I 

prooessed case-by-case, 
as necessary. 

g. FY 1989 Appropriations Act Sec. 503. 
'Po pay pmions, annuities, retirement 

Yes. 

pay, or adjusted service mnpensatfon 
for prior or current military personnel? 

h. FY 1989 Appropriations Act, Sec. 505. 
To pay U.N. assessments, arrearages 

Yes. 

Yes. 

or dues? 

i, FY 1989 Appropriations Act, Sec. 506. 
m carry out ~rovisions of FAA 
section- 209 (d j  (Transfer OF FAA funds 
to multilateral organizations for 
lending I ?  

j. FY 1989 Appropriations Act, Sec. 510. 
m finance the export of nuclear 

Yes. 

equipnt, fuel, or technology? 



i 

k. FU 1989 Appropriations' Act, Sec. 511. 
For purpose of aiding the - efforts 

Yes. 

I. of the government of such owntry to 
represa the legitimate rights of the 
population of such country contrary 
to the Universal of Human 
Rights? 

. --- -- -- -- 
1. FY 1989 Appropriations Act, Sec. 516; 

State authorization Sec. 109. TO be yes. 
usedor plbl  icity or propaganda 
purposes designed to support or defeat 
legislation pending before Congress, to 
influence in any way the outcane of a 
political election in the United States, 
or for any pblicity or propaganda 
purposes not authorized by Congress? 

5. FY 1989 Appropriations Act Sec. 584 a Yes. 
ijfll any A.1 .D.- antract and solichtion, 
and subcontract entered into under such . 
contract, include a clause requiringlthat 
U.S. marine insurance canpanies have a 
fair opportunity to bid for marine 
insurance when,, such insurm...is.'*. . i w . 3  .* * - ..) . . . - .--- 
necessary or appropriate? 3, , . . 

7 " . . ...- 1 - .  
1; .- 
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Annex I 
F o r e s t r y  Development  P r o j e c t  

Nepal  F o r e s t r y  P r o j e c t  M a t r i x  

I n t r o d u c t i o n :  

The N e p a l  F o r e s t r y  P r o j e c t  M a t r i x  was  p r e p a r e d  i n  December 1 9 8 7  a s  
a n  a n n e x  t o  t h e  P r o j e c t  I d e n t i f i c a t i o n  Document. It r e p r e s e n t s  
t h e  f i r s t  known a t t e m p t  t o  p l a c e  a l l  f o r e s t r y  a c t i v i t i e s  underway 
in Nepa l  i n  a  s i n g l e  m a t r i x .  I t  i s  e x p e c t e d  t h a t  t h e  m a t r i x  w i l l  
b e  u s e d  a s  a s t a r t i n g  p o i n t  f o r  a s s i s t i n g  t h e  MFSC P l a n n i n g  
D i v i s i o n  w i t h  i t s  t a s k  of t r a c k i n g  f o r e s t r y  projects  a s  w e l l  a s  
r e v i s i n g  p r o j e c t s  i f / a s  a p p r o p r i a t e  t o  f i t  w i t h i n  t h e  p rogram 
f ramework  of  t h e  M a s t e r  P l a n .  F o r  a d d i t i o n a l  d e t a i  1,s see t h e  
Naster P l a n  documents  and Carter, 1987.  
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Page I - 5 
MASTE9 PLAN DEVELOPMENT PROGRAYS 

Development Plan Objccti ves 

1. Community Forestry o reduce demand for 
forest produce 

o increase produc- 
tion of and access 

2. Private Industrial o promote and supp- 
and State Forestry ort the lease and 

management of 
forest land by 
private parties 
2nd industries 
for private, indus 
trial, or commer- 
cial forestry use 

o conduct forest 
develoynent and 

o establishment and 
management of 
Panchayat Forests 
in degraded areas 

o enrichment planting of 
degraded forests 
forests to forest 
produce and 
management oE natural 
forests as Panchayat 
Protected Forests 

o promotion of  private 
tree planting on farms 
through the 
distribution 
of free or subsidized 
seedlings 

o promotion of, 
fuel-efficient stoves 
use by supporting 
research and 
development on and 
production and 
distribution of such 
stoves L a  , 

. , 

o trial planting and 
where  successful^, 
la tger-scale 
establishment of 
energy, fodder, 
industrial timber, 
herbal, and agro- 
forestry plantation 
on degraded land 
enrichment planting 
and management of 
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3. Medicinal and 
Aromatic Plants 

management opera- degraded forests 
tions under HMG to 
pilot test new o management of mode- 
development schemes ly or fullyatocked 
and to complement forests 
cornmunity, private 
and industrial 
Eorestry 

+. - 
o propagate medici- o 

nal and aromatic 
plants in planta- 
tion, enriched 
and managed forests 
and farms to o 
increase their 
~ U D P ~ Y  

o introduce proper o 
collection methods 
b a s e d  on sustained 
yield 

herbal farming 
demonstration and 
training centers deve- . 
loprnent 

integrating medicinal 
and aromatic plant 
cultivation in 
community, private 
and commercial plan- 
tations and farms 

manufacture and - 
marketing of crude - 
and processed products 
including pharmaceu- 
ticals, ayurvedic 
medicines and' 
essential oils 

o promote the pro- o botanic surveys, 
cessing of medi- research and deve'log- 
cinal and aromatic ment and genetic con- 
plants for local servat ion 
use and export 

o meet local demand 
for and increase 

- 
trade in crude herbs, 
essential oils, plant 
extracts and herbal - 
medicines 

4. Forest-Based Indus- o attain country 
trial Development self-sufficiency 

in forest products 
where economically 
f easiblc 

o earn foreign ex- 
change through the 
export of high- 
value forest-based 
processed products 

o rationalize the system 
for allocating and 
using timber and other * 
raw materials 

o mocernize forest-based 
industries 

o develo? marketing 
capabi1,ities 
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o contribute to o carry ou t  industrial 

development of plantation establish- 
rural and national lrlent and forc?st mantr- 
economies through gement: 
creating jobs and 
forest products o develop the Forest 
trade Products Development 

Board into an agency 
which can effectively 
backstop forest-based 
industries 

5. Soil Conservation o mobilize communi- o integrate soil conser- 
Watershed Managemeni ties ior soil con- vation with forest 

servation development through 
community, private, 

o protect nationally industrial, and state 
important watershed forestry 

o provide extension and 
communication on the 
need to check soil 
erosion in critical 
areas 

o provide technical and 
mate:ial assistance 
and lendership in 
mobilizing the commu- 
nity Eor soil conser- 
vation 

o practice integrated 
watershed management 
in nationally impor- 
tant watersheds 

6. National Parks and o protect special o 
Wildlife Preserves areas for their 

wildlife, ecosys- 
tem, and genetic 
resource value o 

generate local and 
international support 
for conservation 

integrate planning and 
development of protec- 
ted as well as t h e i r  
adjacent areas 
develop cost-effective 
protection systems for 
protected areas 

o manage areas for 
tourism 

o integrate the o 
development of 
alternative sources 
of forest produce 
in adjacent areas 
to ease pressure on 



the protected areas 

7. Forest Resources o d~velop a forest o develop and maintain 
Information System resource informa- a continuoils system of . 
and Management tion system forest resources 
Planning survey and inventory 

o develop a system o develop a official . 
for integrated system of forest re- 
forest resource source information 
planning at users storage and retrival . 
district, regional 
and national o develop an integrated 
levels network of forest re- 

source information 
generators and users 

8. Forestry Research o strengthen the 
and Development research and deve- 
and Forestry Exten- lopment capabili- 
sion ties of the fores- 

try sector 

9. Human Resource 

o develop forestry 
extension and pub- 
lic information 
capabilities in- 
cluding an inte- 
grated system for 
technology disse- 
mination to end- 
users in the 
sector 

o develop management 
planning capability 
at local and national 
levels 

o stren9th rP.qearch and . 
development capabili- 
ties by integrating 
scattered research 
efforts, recruiting 
and training qualified 
research staff, esta- 
blishing adequate 
facilities, building 
national and resional 
research networks,, 
developing a research 
management system and 
setting up a priotiti- 
zing system for re- 
search studies 

o develop forestry 
tension and public 
information capabili- 
ties by organizing a 
forestry extension 
and public information 
office to train Eores- 
try field staff in ex- 
tension and to disse- 
minate information to - 

end-users through - 

- 
vairous m~dia I 

o turn the forestry o assess nanpover and 
- 
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Development 

10. Monitoring and 
Evaluation 

11. ~nstit'utional 
Reform 

staff into effec- training needs 
tive and produc- 
tive resources for o improve forestry edu- 
development cation a n d  training 

programs emphasizing 
in the cirricula the 
new role of forestry 
staEf in development 

o develop a network of 
training centers 

o provide adequate trai- 
ning for staff, pay, 
job security and 
career opportunities 

institutionalize a o 
monitoring and 
evaluation system 
to enable the coll- 
ection of accurate 
an3 timely data 
concerning all 
operations and 
their processing 
and evaluation in- o 
to information to 
guide the develop- 
ment process 

establish a monitoring 
and evaluation network 
with nodes in a11 ope- 
rational and decision 
centers and two-way 
Elows of information 
from and into each 
node in the network 

develop all elements 
of the network inclu- 
ding the specifica- 
tion :E performance 
and impact d a t a  to be 
collected; data coll- 
ection system; data 
processing, storage, 
and disserninat ion 
system; and, impact 
evaluation 

o restructure the o strengthen support for 
Ministry of Fores- community-oriented 
try and Soil Con- development activities 
servation (draEt 
reorganization o integrate field opera- 
plan developed) tions to rationalize 

and economize them 

o integrate research and 
development operations 
to support priority 
field qctivities 

o separate regulatory 



12. Legal Reforms 
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- 

and development func- 
tions emphasizing the - 

latter - 
o develop parastatals 

into private enter- 
prise 

o all existing fo- o eliminate conflicting 
restry and fores- provisions - 

try-related laws/ 
regulations be o introduce provisions 
studied in-depth that wi.11 effectively - 

and integrated in- support people's par- 
to a new forestry ticipation in forest 
and soil conserva- development, manage- - 

tion code (draft ment and conservation - 
developed) - - 

o provide the legal - 
basis for declaring, 
develo~ing and manag- 
ing forests and water- 
sheds of national 
strategic importance 
national parks, wild- 
life preserve and 
botanic gardens 
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Annex K 

PROJECT TECHNICAL ASS I STANCE 
(person-months) 

Long-Term Expatriate Technical Assistance 

YEARS 
2 3 4 5 TOTAL 1- ---- - 

I Sr. Planning Advisor/COP 
I Foreet Economist 
Z I  Improved Stoves Advisor* 

TOTAL 30 36 18 12 12 108 

(Total in person-years 2.5 3 1.5 1 1 9 1 

* Advisor will retur: for follow-up - see 
ehort-term consultants plan. 

Short-term Expntrinta Technical Assistance 

I1  Gtovs Program Cnr~st~ltants* 
I Unspecified Consul tnnts 

TOTAL 
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LOCAL CONSULTANTS 

Component Taek 
u 1 q r  w* Xc t ivi ty m - ~ c c i ~ t i o n  

Person 
Months 

- j ob  description review 
- program budgeting 
- operational studies 
- forestry institutions 
- training 
- economic wnrking group 
- evaluations 
- information needs 

asssssment 
- m a ~ k e t i n g  stbdies 
- dissemin. strategy 
- training 
- cor~sumer awareness 

* a o e  S e c t i o n  I 1  D f o r  d e t a i l s .  
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ILLUGTHATIVE TRAINING CLAN 

participants Location 

1,onq-Term Training 

MS Forest economics/planning 
(2 with marketing emphasis) 

Short-Term Specializrvl Traininq 

Forest Policy & Planning 
(6 week-3 month courses) 

W i o n a l  Study Tours 

Forestry Planning 
Improved Stoves 

Asia 
Asia 

Policy/Pl.anning Related 

Improved Stoves Related 

14 as 
available 

2 as 
available 

. . 

F u n d s  ($250,000) have been designated in the project budget to 
cover local in-country training to be arranged by the project' 
contractor. 
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IIILUGTRATIVE LIST OF COMMODITIES 

Commod i ty/ 
m p o n e n t  Unit C o s l  

Motor Vehicles* 

4-wheel drive, all terrain 16,000 
v~hicles, right hand drive, 
fliaeel poweced (1-6. 11-4) 

Troil motorbikes-rugged, 1,500 
all terrain, 125cc 
(I 1-4) 

Mini-bus. 24 passengers, 
diesel powered (I) 

Vehicle spare parts 
(30% total vehicle cost) 

Technical Equipment 

Micro-conlputers, so£ tware 
6 pecipherals, calculators 
(Component I) 

Stove testing equipment, 
field equipment, stove prod. 
mfiter ials (Component 11) 

Off ice Equipment 

Computer software, photocopier, 
typewriters, oftice furniture,, 
reference books 6 technical 
publications, ' off ice supplies 6 
materials (Component I). 

Laptop computers, computer software 
and office equipment (Component 11)  

TOTAL 

* 5 vohicles will he provided in year 1 and 5 replacement vehicles 
i n  year 4 .  It may also ~ J Q  decided that other forms of 
transportation a r e  mote appropriate (i.e., additional motorcycles, 
mountain bikes etc. ) .  
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HOST COUNTRY PROJECT BUDGET 

Staff costs (NRs, 7,000,000 8 26.6) 263,000 3 

Facilities Usage ( N R s .  2,500,000 8 26.6) 94,000 
Training Costs (35 persons 8 $ 1,000 each and local) 70.000 
Operating Expenses (NHs. 5,000,000 8 26.6) 180. 000 

b 

Subtotal 615.000 

Contingency and Inflation (est. 198 overall) --$ 117 - 000 

Total 732,000 


