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Ambassador’s Statement

America is proud to have been Nepal's partner and companion in development for
half a century. Over the decades, the nature of America's cooperation has reflected
Nepal's evolving priorities and new opportunities, as each successive barrier to
development has been overcome.

In the earliest years of our partnership, we focused on providing Nepal's citizens
with basic infrastructure, and ridding the once-uninhabitable Terai of malaria, so
that it is now the breadbasket of the nation and home to nearly half the people. In
the following decades we turned our joint efforts to education and saw literacy
rates progress from two to forty percent; to health, where by the mid-1990s, we
witnessed a drop in infant mortality from 225 to 79 per thousand births; and to
agriculture where improved varieties, technologies, and extension services resulted
in vastly increased yields and diversity of crops.

Entering the twenty-first century, we are proud of the developmental successes to
date, and we welcome the opportunity to continue working with Nepal to address
the opportunities and challenges that lie ahead.

Ralph Frank
Ambassador of the United States of America to
the Kingdom of Nepal






FOREWORD

Enjoying a partnership of 50 years with the Government of Nepal (GON), USAID
looks back on a rich experience spanning decades of changes, challenges, and
wonderful accomplishments. No one could ask for a more exciting involvement
nor a more productive relationship with Nepal, ranging from constructing bridges,
roads, and airfields to eradicating malaria in the Terai and reaping rewarding
results from health, agriculture, environment, adult literacy, micro-finance, and
hydropower investments. Today the Terai is home to more than half of Nepal’s 23
million citizens and produces more than 65 percent of the nation’s foodgrains. Yet
when we arrived in 1951, the Terai was plagued by malaria and therefore one of
the most fertile areas in Nepal was inhabitable and non-productive. One out of
every four Nepalese suffered from malaria. After malaria eradication, people
moved from the more crowded areas in the hills to the newly opened areas in the
Terai and a new chapter in Nepal’s history began.

USAID worked with the GON to establish the first literacy program, the first
distance learning program, and supported every level of education. Given the 2
percent literacy rate, the enrollment rate of less than 1 percent, and female
enrollment at only 4 percent of total primary students, the leaders of Nepal saw
education as a top priority. From 8,000 students in primary school in 1952 to 3.5
million today, Nepal has moved ahead with great speed, despite the enormous
challenges associated with a country of remote, isolated villages, many of which
are several days walk from the nearest road. To link the country together, large
efforts were undertaken with USAID support to build hundreds of bridges, roads,
airfields, telephone and radio networks, and even a 45 km aerial which used local
electricity in lieu of expensive imported diesel. When pollution became a problem
in Kathmandu, USAID worked with the private sector to introduce the first fleet of
10 electric vehicles in 1993. Today over 600 of these clean-running, three-
wheelers operate in the Capital, providing new employment and a cleaner
environment.

Health programs have been designed with the very close and active
participation of the GON. In 1951, one out of every 5 children born did not live to
celebrate its first birthday. Those who lived faced a life expectancy of only 28
years. The very successful Female Community Health Volunteers program was
created and for two decades, this dedicated cadre of 50,000 unpaid, semi-literate
village volunteers has made enormous contributions to millions of villagers. Life



expectancy has doubled and infant mortality has dramatically dropped. New
projects in HIV/AIDS and other infectious diseases are being implemented to meet
the challenges of the 21st century. Nepal’s vitamin A program has been held up to
the world as a model for all. This is a program which uses a 2 cent capsule twice a
year to save on average 26,000 children who would otherwise have died. The
USAID-GON pneumonia program is also world class. More than 40,000 children
a year die in Nepal from pneumonia, an easily preventable death. Antibiotics,
placed in the hands of the village health volunteers, have saved thousands of lives
endangered by pneumonia. Women die younger than men in Nepal — the only
country in the world with such a statistic. Every two hours a woman in Nepal dies
from pregnancy-related causes. Today Nepal has an impressive national system of
health professionals addressing maternal mortality issues.

Agriculture is the main livelihood for the majority of Nepalis. Yet they live
on a small arable land base — less than one fifth of the total area. High yielding
crop varieties, fertilizers, and market linkages have increased the food supplies,
the quality of diets, and the incomes of hundreds of thousands of villagers.
Privatized forests and local irrigation organizations have evolved to find a better
life for themselves and their children. School fees, immunization costs, family
planning payments, rehabilitation of schools, drinking water systems, foot bridges,
and other essentials in the daily lives of Nepalis have been financed from the
profits realized in the community forest and irrigation efforts. Their resource base
has been vastly improved in quality and village employment has increased,
preempting some of the seasonal migration to India for the poorest segment of
society. The reduced seasonal migration is related to reduced transmission routes
of HIV/AIDS, as well as increased enrollment of children who otherwise had to
work in the fields while their fathers trudged to India for temporary, low status
employment.

Harnessing Nepal’s vast hydropower potential, second only in the world to
Brazil, has been a top priority in the USAID-GON partnership. Six thousand
rivers carry valuable untapped rushing waters to Nepal’s neighbors. Converting
some of this wasted energy into electricity will change the lives of millions of
Nepalis, allowing their children to read and study at night by electric light bulbs,
reducing indoor disease-causing pollution, reducing the labor burden on women
carrying heavy loads of wood, and opening the door for new businesses. Nepal’s
rich biodiversity will also be saved as trees are spared and electricity substituted.
Working hand in hand with GON, we look forward to the day when more than a
mere 18 percent of the population can enjoy the benefits of electricity.



This is a beautiful country with beautiful people! I hope that this book,
authored by Christa Skerry, Kerry Moran, Kay Calavan, and Joel Isaacson, will
document that beauty and the richness of the USAID-Government of Nepal
partnership.

Joanne Hale
Director of the USAID Mission to Nepal
September 2001



Editor’s Note

This history builds on an earlier publication, “Four Decades of Development: The
History of U.S. Assistance to Nepal 1951 -1991”, by Christa A. Skerry, Kerry
Moran, and Kay M. Calavan; published by the USAID Mission to Nepal, in 1991.

The text of the chapters on the 1950s through the 1970s, that appear in this book is
virtually unchanged from the 1991 publication. Editing of the original chapter on
the 1980s has been very limited: where events in the early 1990s were referred to
in the future tense, they have been changed to past tense. Some of the original
illustrations, throughout the book, have been re-drawn and enhanced, to take
advantage of improvements in desktop publishing software in the past decade.
The chapter on the 1990s (except for 3 pages in the introductory section) is new.
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INTRODUCTION

Since 1951, when Nepal opened its borders to the modern world, foreign aid has
played a crucial role in financing its economic development. USAID (originally
known as the U.S. Operations Mission or USOM) became the first bilateral donor
when the Point IV Agreement for Technical Cooperation was signed on January
23, 1951. Named after the fourth point in President Truman's 1949 Inaugural
Address, the Point IV Program represented an expression of U.S. concern with the
need for material progress in underdeveloped countries, as a humanitarian end in
itself, "and because such progress furthers the advance of human freedom, the
secure growth of democratic ways of life, the expansion of mutually beneficial
commerce and the development of international understanding and good will".

In November 1961, during the Kennedy Administration, the Foreign
Assistance Act of 1961 created the authority under which President Kennedy, by
Executive order, established the Agency for International Development (AID),
reflecting the U.S. government's increasing emphasis on the use of development
assistance to fuel economic growth in developing countries. Today, AID provides
assistance to more than 70 countries around the world.

USAID's Program in Nepal

The history of AID assistance is one of continuity in types

of programs implemented, but with significant changes in

Justifications, strategies, and target groups.
-Background Materials on Foreign Assistance,
U.S. House of Representatives, February, 1989

USAID's strategies have evolved over the years in response to expanded
knowledge about development and Nepal's development needs. In conjunction
with other donors, USAID has sought to apply consistent economic assistance
strategies to Nepal's development — a decided challenge, as Nepal has experienced
many dramatic changes.

When U.S. assistance began in Nepal in 1951, Americans and Nepalese alike
believed only a few years would be required to set the country firmly on the road
to economic modernization. In the next decade, donors began to grasp the complex
problems involved in changing a subsistence economy into a modern one. During
the 1960s, USAID increased its capital investments in the hope of accelerating
economic growth, and focused on institution-building to provide the fiscal and
administrative infrastructure needed to carry out effective development programs.
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In the 1970s, this approach was modified by the New Directions mandate that
AID should directly benefit the rural poor by including them in the development
process. In the 1980s, USAID pursued a rigorous policy reform agenda to
stimulate economic growth as the "engine" for development, focusing on
macroeconomic policy reform and strengthening the private sector.

The restoration of multi-party democracy, in 1991, opened the way for
USAID to strengthen and promote good governance, to bring development to the
grassroots level through NGOs, and to encourage the growth of a private sector-
led, market-driven economy.

As the first donor to Nepal and the biggest financial contributor until 1965,
USAID has a special role among donors. Though in real terms annual bilateral
assistance levels have been reduced, the U.S. continues to be a major contributor to
economic progress. U.S. bilateral contributions through 2001 total $647.6 million.
In addition, the U.S. contributions to multilateral agencies providing assistance to
Nepal have totaled $690 million and humanitarian assistance $36 million.

During its half century of assistance to Nepal's development, USAID has
made outstanding contributions in women’s empowerment, democracy,
agriculture, forestry, rural development, health, family planning, education and
training, transportation and communications, and the private sector. In all sectors,
USAID has emphasized strengthening Nepalese institutions, public and private,
centrally and at the local level, to improve Nepal's capacity to carry out
development schemes on its own.

Kathmandu
September 2001
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USOM AND NEPAL:
THE DEVELOPMENT EXPERIMENT

On January 23, 1951, the United States, under the authority of President Truman’s
Point IV Program, became the first donor to sign an Agreement for Technical
Cooperation with Nepal. Though diplomatic relations between the two countries
were established in 1947, since an embassy had yet to be established in
Kathmandu, the agreement was signed in New Delhi. The United States Operation
Mission (USOM), which had responsibility for implementing the Point IV
Program, thus became the first permanent U.S. presence in Nepal. The first
resident ambassador, Henry E. Stebbins, arrived in Kathmandu in 1959.

The Point IV Program sought to support the people of developing
countries in their efforts to acquire the knowledge and resources essential to
development, and to build the economic, political, and social institutions which
would improve the quality of their lives. One of the principles advocated by the
Point IV Program was that economic and political stability were interdependent.
While the Point IV program was originally initiated in developing countries in
response to the post-World War II political dynamics of the Cold War, specific
country programs such as that in Nepal focused primarily on providing technical
assistance to facilitate economic development.

Political Environment in the Early 1950s
As the Point IV agreement was being signed in New Delhi, the Rana oligarchy was
entering its final days following a century of autocratic rule. The Shah dynasty,
which had defined Nepal’s borders in 1769, returned to power with the assistance
of a sympathetic Indian government, which had only recently gained its own
independence. King Tribhuvan, having fled to India in late 1950, returned to a
triumphant welcome in Kathmandu on February 16, 1951. Recognizing the need
for external economic assistance and political support, the new government led by
King Tribhuvan quickly endorsed the technical assistance agreement with the U.S.
Shortly after, King Tribhuvan promulgated the Interim Government of Nepal
Act, which was intended to lead to the development of a representative form of
government. In the few years before his death in 1955, the King encouraged
development of democratic processes in government and administration. The
stated goal was the election of a constituent assembly to determine the most
appropriate form of representative government for Nepal. Between 1951 and
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1955, however, Nepal was subjected to a rapid succession of governments and
political instability that was to characterize the entire decade. When King
Tribhuvan died suddenly in 1955, Nepal still lacked a representative government
and a constitution.

Development Constraints

The legacy of the Rana regime was a static, highly centralized government
administration whose functions were primarily confined to maintaining law and
order and collecting taxes; a subsistence economy overwhelmingly dependent on
agriculture and controlled by large landowners preoccupied with maintaining the
status quo; and a near-total lack of physical infrastructure, including roads,
telecommunications, hospitals, and schools; there were very few development-
oriented activities. In 1951, there were very few skilled personnel capable of
formulating and directing policies appropriate for Nepal’s new identity, and a lack
of administrative machinery capable of translating King Tribhuvan’s political
vision into economic and social reality. Approximately 98 percent of Nepal’s eight
million people were illiterate, with only 300 college graduates in the entire
country.

In addition to these considerable constraints, Nepal’s rugged topography
emphasized regional and cultural differences and hampered the development of a
sense of national identity. Finally, comprehensive data with which to identify and
assess Nepal’s actual needs was practically non-existent. The highly centralized
government administration was ill equipped to realistically consider the
demographics and needs of its rural majority, making it virtually impossible to
plan comprehensive development efforts.

Despite these problems, and the absence of a steady and adequate revenue
base to finance government operations and development activities, the first USOM
team of technical experts believed only a few years of concentrated technical
assistance were needed to set the development process in motion. In retrospect, it
is obvious that the complexity and seriousness of the country’s development
constraints were not completely understood. In its early planning, USOM
overestimated the Nepali desire and motivation for change, while underestimating
traditional religious, cultural, and political conservatism, and the rigidity of
existing institutions.

Both Nepal’s approach to its own development and the U.S. approach to
assisting the process were of necessity experimental. The Marshall Plan model had
limited relevance to Nepal’s needs: Nepal’s development problems were not
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a matter of reconstruction, but of formulating the basic structure of a pre-industrial
economy.

Shaping a Program:

The “Missing Pieces” Approach

In January 1952, Paul Rose, the first director of USOM, arrived in Nepal as the
leader of a six-man U.S. team. Rose spent his first six weeks in Nepal investigating
conditions in the Kathmandu and Pokhara valleys. He concluded that Nepal’s
“people were aching for a change” (Rose, 1958). The guidelines of the Point IV
Program determined that the vehicle for development would be technical
assistance, delivered by U.S. advisors in the form of short-term, high-yield
projects. Rose called it the “missing pieces” approach: the U.S. would provide the
technical skills and to a more limited extent, the capital investments, and Nepal
would quickly advance.

USOM originally envisioned an economic assistance program of limited
duration. The Point IV approach advocated technical assistance, or the “direct
transfer of knowledge,” as a catalyst, with support provided in the form of
technical advisors and equipment. This approach assumed that once U.S.
technicians had demonstrated specific skills, the population would be willing and
able to use this knowledge to develop themselves. It further assumed that U.S.
models would be appropriate for Nepal, and that the Nepalese were ready and
eager to embrace innovation. U.S. optimism in this regard was by no means
discouraged by the very real constraints of Nepal’s development environment.
Eugene Mihaly in 1965 noted in his case study, Foreign Aid and Politics in Nepal,
that “Rose took at face value HMG’s commitment to rapid economic
development” and shaped his strategies accordingly.

Rose’s suggested goals reflected his confidence in USOM’s ability to quickly
address Nepal’s development needs. In his own words, he “decided to do what
seemed possible to help the central government to formulate and implement
national programs that would enable people who wanted to help themselves to get
the kind of assistance they needed to do a good job” (Mihaly, 1965). More
specifically, Rose targeted increased food production, elimination of disease,
schools for all, roads, and land reform as some of USOM’s basic program goals.
He identified formulation of a development plan and training of Nepalese as the
most immediate way to achieve these goals. Rose’s assessment culminated in the
Village Development Program, which encompassed projects in agriculture, health
and education.
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USOM projects were intended to have a nationwide impact, though using a
limited number of U.S. technical advisors and only small capital inputs in the form
of equipment. Most team members, including Rose, had worked as county
agriculture extension agents in the U.S., and thus brought a focus on rural works
and agriculture to the initial USOM program. They adopted an action-oriented
approach toward development projects. Though the Point IV model turned out to
be overly ambitious in the context of Nepal, in that it assumed dramatic returns
with limited inputs, the first USOM team members cannot be faulted for their
determination or zeal. They contributed to one of USOM’s more remarkable
achievements during this first decade — a small but extensive field presence.
Working in the most primitive conditions, technical specialists in agriculture,
health, education, and transportation and communications were able to provide
valuable information needed for a comprehensive development plan for Nepal.

Grant Assistance
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Reflecting the experimental nature of the Nepal program, USOM supported a
wide array of projects in the 1950s, including organized efforts in community
development (the Village Development Program), education, malaria eradication,
and opening up the previously unsettled Rapti Valley as a model development
project. In addition, there were many other more specifically focused activities in
health, transportation, communications, agriculture and industrial and capital
development. Though characterized primarily by technical assistance, USOM’s
program was supplemented by funding from the U.S. Development Loan Fund,
established in 1957 to provide capital needed for long-term development. In
addition, Nepal received several million dollars in disaster relief assistance for
severe flooding in 1954 and the drought of 1956.

U.S.-HMG Relations:

The Cooperative Services Program

One of Rose’s earliest goals was to establish a reliable system of U.S.-HMG (His
Majesty’s Government of Nepal) cooperation. Since, the USOM program operated
within the framework of the Nepalese government, projects were frequently
paralyzed by political turmoil within HMG. Between 1951 and 1954 Nepal had
four different governments, the advent of each accompanied by purges in the top
ranks of the civil service. As those responsible for decision-making were mostly
employees with uncertain tenures, little actual decision-making took place.

HMG policies changed as frequently as government personnel, and political
instability made it virtually impossible to develop consistent policies ensuring
adequate development resources. HMG was rarely able to meet its financial
commitments to USOM projects, and the resulting administrative turmoil caused
delays in project design and implementation. Political instability and the lack of
technically skilled manpower in the civil service meant that USOM advisors were
forced to make and implement project decisions with minimal consultation with
HMG. As Hugh Wood (University of Oregon educator under contract to
USOM, 1954 to 1958) pointed out in 1987, “the existing administrative system of
the Nepal government was not geared for economic development activities.”

By 1954, it was apparent to Rose that USOM’s project administration needed
to be changed. One impetus for his decision to develop a new approach to project
administration was the fact that the U.S. Congress held field missions accountable
for action and results in their programs. Such accountability was difficult to
achieve given the Nepalese administrative and political environment, and the Point
IV program guidelines which limited USOM advisors to giving technical advice.
Rose’s solution was to establish the Cooperative Services Program, a joint project
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administration mechanism which had been developed and successfully
implemented by USOMs in South America.

The Cooperative Services Agreement signed in 1954 resulted in the formation
of a development cooperative with a status distinct from both HMG and USOM.
Project funds were placed in a special bank account, requiring the signatures of
both U.S. and Nepalese co-directors. USOM contributed 60 percent of funds, and
HMG 40 percent. U.S. advisors and their HMG counterparts in effect became
“employees of the cooperative”; thus, project activities were somewhat insulated
from political turmoil. One direct benefit of the Cooperative Services Agreement
was that HMG administration was extended into rural areas, and became directly
accountable for its administrative and financial contributions.

The joint program in Nepal lasted until 1958, when the U.S. Congress,
reacting to worldwide criticism that U.S. technicians were interfering in the
political affairs of their host countries, ordered its termination. Congress ignored
Rose’s arguments for continuing the joint program, noting that advisors were
“technicians, not politicians” (Wood, 1987).

In 1958, Rose left Nepal. Under the new director, Russell Drake, U.S.
technicians were reassigned from their shared offices in HMG Secretariat to the
distant USOM offices in Kalimati Durbar, still used by USAID. By the end of the
decade, USOM-HMG relations had become more formal, consultative rather than
cooperative.

Under Drake, USOM shifted its program emphasis from direct administration
of projects to developing and relying on government institutions capable of
carrying out larger programs on their own. This was partly a result of the
termination of the Cooperative Services Program, but also because the relatively
few U.S. advisors could not adequately administer the number and variety of
projects that USOM was carrying out by the end of the decade. In addition,
institution-building was seen as a means to encourage democracy on a national
scale.

Development Planning

When Nepal embarked upon its unprecedented course of economic development in
1951, it lacked a clear plan and the administrative capacity to carry out a
comprehensive development effort. In 1952, HMG produced its first regular
budget, though no formal body yet existed to design a comprehensive development
plan. Not until the mid-1950s was there general recognition of the need for overall
planning. The earliest comprehensive planing exercise was carried out by the
USOM-financed National Education Planning Commission constituted in 1953.
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In 1955 King Mahendra established the Ministry of Planning and
Development, charged with coordinating planning and development activities for
HMG. Under King Mahendra’s strong central authority, HMG centralized the
planning and administration of development activities. In 1956, the Ministry
published Nepal’s First Five-Year Plan. At the time the plan was formulated,
“most of the prerequisites for comprehensive planning were lacking” including
“statistics and the agencies for gathering them, manpower information, needs and
goals, and coordination and control, of planning by HMG rather than by donors”
(Wood, 1987).

HMG?’s priorities at the time mirrored those of the donors, as it was forced to
rely on their data collection and field activities for planning information. As the
primary donor to Nepal, USAID strongly influenced early HMG development
priorities in the First Plan. Early HMG investments were focused primarily on
development of basic infrastructure and provision of limited basic government
services in the Kathmandu Valley and in the Terai. Though the First Five-Year
Plan was intended to encompass development of the entire country, actual
improvements were limited to areas accessible by road or with obvious potential
for high agricultural productivity. Though HMG expenditures during the plan
period increased at a constant rate, revenues did not keep pace, resulting in an
increasing deficit throughout the decade.

Models, for Development

By the time Program Economist William Thweatt joined USOM / Nepal in 1959,
the new field of development economics was clearly influencing program goals.
Capital assistance projects focusing on industrial development, transportation and
communications had become new USOM priorities, replacing the emphasis on
technical assistance advocated by early Point IV principles. Eight years of
experience had demonstrated that technical assistance alone was not enough for
Nepal. Some USOM technicians believed the program should favor a combination
of technical and financial assistance through many small-scale projects, while
others, Thweatt chief among them, advocated an input-output model which
maintained that the rate of economic growth was entirely determined by the
magnitude of investment, and which favored capital projects.

Thweatt’s 1959 assessment of USOM’s program called for an increase in
program funds in order to make an appreciable impact. He was the first to
advocate expansion of USOM’s program using U.S.-owned PL 480 Indian rupees
to finance development activities in Nepal. Sales of surplus U.S. agricultural
commodities to India during the 1950s generated massive quantities of Indian
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rupees; a portion of these funds were eventually made available in the next decade
for local cost support for USOM projects in Nepal, HMG budget support, and
financing of USOM operations.

Political Changes and Institutional Development

Political events at the end of the decade overtook economic development concerns.
In an attempt to quell the constant political turmoil, King Mahendra in 1958
announced plans to form a partyless government and to appoint a commission to
draft a new constitution. The King’s moves, however, were interpreted as an
attempt to consolidate central rule for the monarchy. Mass protests forced him to
nominate an interim legislature and form an electoral commission to prepare for
multi-party parliamentary elections.

In February 1959, the King promulgated a new constitution which abrogated
the Interim Government of Nepal Act of 1951, and provided for a bicameral
parliament. Nepal’s first general elections were held between February and April
of 1959, and the Nepali Congress Party was victorious. Because the Nepali
Congress came to power with a two-thirds majority, the U.S. assumed the new
government would be able to put an end to the political and administrative
uncertainty which had disrupted USOM’s development program during the
decade.

Following the 1959 election, USOM focused on institution building and the
delivery of government services as the means to ensure political stability and
support for the new government. A 1959 USOM Summary report pointed out that:

The need to expand these services to every district, every area, every
village, is essential to the successful establishment of a democratic way of
life .... Only as a government shows a satisfactory response to the felt
needs of its people can a democratic government exist.

USOM’s program goals were outlined in 1959 in a “Three-Point Blueprint for
Action,” which described the economic means to achieve desirable political ends.
The plan called for construction of transportation and communications facilities,
expansion of government services in education, health, and administration, and
increased agricultural and industrial production in order to finance the first two
objectives.

Throughout the 1950s, the U.S. had become increasingly involved in attempts
to create sound administrative structures. Early and generally unsuccessful
attempts at improving administration had been carried out by ad hoc committees
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staffed primarily by U.S. advisors. Ironically, the foreign aid-supported expansion

of government administration had not improved the delivery of government
services; in fact, administrative efficiency had dropped. As expansion of the civil
service was not accompanied by a concurrent increase in government revenues, it
created an increasingly unwieldy and unsustainable system.

Human Resource Development As A
Development Strategy

Human resource development, particularly training in U.S. universities, was a
development strategy unique to the U.S. in the 1950s, and was in fact
mandated under the Point IV program as a vehicle for the “direct transfer of
knowledge.” With only a limited number of U.S. technicians to administer its
projects, USOM needed to train Nepalese to help achieve its program goals.
USOM’s approach to human resource development identified two
groups of trainees. The first was targeted for training in specific, practical
skills which could be applied immediately in rural areas, while the second
group included program planners and managers responsible for implementing
and institutionalizing development programs and lacking in technical skills.
USOM’s earliest training programs operated as project components. Such in-
service training was effective in that it made trained manpower immediately
available to projects. It was also relatively inexpensive to organize; many
people could be quickly trained with limited classroom space and materials.

As the need for more highly skilled technical manpower became obvious,
USOM developed a participant training program to send Nepalese to U.S.
universities for specialized training. Nepal did not have its own university
system at the time. The high concentration of participants in agriculture,
health, and education reflects USOM’s program emphasis during the decade.
Between 1952 and 1959, USOM trained 164 Nepali participants in U.S.
universities.

With USOM’s 1955 program expansion, participant training became
increasingly important as a means of achieving the goal of a nationwide
impact. Early participants were HMG employees deputed to various USOM
development projects. Most returned from their training to work directly on
project implementation. Some became co-directors under the Cooperative
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Services Program. Many eventually assumed influential positions in
government, while others made important advances in the private sector.
Unfortunately, constant changes in the civil service undermined much of this
early specialized training, as recipients were fired or shifted into positions
unsuitable for their training. Nonetheless, HMG in principle supported
USOM’s human resource development approach by targeting human resource
development as a priority in its First Five-Year Plan.

After the Cooperative Services Program was terminated in 1958,
participant training was reoriented from project-oriented training toward
training Nepalese to develop and operate government institutions and
effective development programs. USOM’s belief in human resource
development as a strategic economic investment is evidenced in the first issue
of “USOM’s Economic Data Papers,” published in 1959. An article entitled
“The Best Investment: People” advocated investment in human resources
rather than industrial development. Through its training programs, USOM
essentially helped to build the capacity for development into HMG
administration.
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Foreign Assistance: the U.S, India, and China

The principal donors to Nepal during the 1950s were the U.S., India, and China.
Several months after the U.S. signed its technical assistance agreement in 1951,
India became a donor and quickly assumed a prominent role in Nepal’s
development. Whereas the U.S. concentrated mainly on technical assistance to
strengthen Nepal’s ability to carry out its own development programs, India
focused on infrastructural development projects using Indian technicians. China
became a donor in 1956, providing cash and commodities, but no technical
assistance. Unlike the U.S. and India, China did not have a resident Mission. India
occupied a unique position as a donor, due to religious and cultural similarities, the
long, open Indo-Nepal border, and Nepal’s dependence on the Indian economy.
Chinese assistance balanced India’s overwhelming presence, while the U.S. was
seen as a buffer.

Nepal welcomed foreign assistance only partly for economic reasons: political
considerations were also a motivating factor. King Mahendra actively cultivated
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diplomatic relations and encouraged donors to participate in Nepal’s development.
The King’s rule was distinguished by his diplomatic efforts to forge an identity for
Nepal in the modern world distinct from its powerful southern neighbor. Skillfully
courting world attention to witness Nepal’s independence, King Mahendra
succeeded in gaining admittance to the United Nations in 1955. Through his
diplomacy the King achieved a balance of power between neighboring China and
India, as well as a balance between an increasing number of donors.

Economic assistance became increasingly complex as the number of donors
increased. King Mahendra wanted donors to rely more on Nepal’s direction in
targeting development priorities and less on their own agendas, in an effort to
achieve consistency in development activities. However, Nepal’s lack of finance
and technical manpower forced development policies to be largely reactive,
despite efforts at planning.

Evolution of USOM’s Program

While USOM’s original intent was to develop a program of limited duration, by
the end of the decade it was contemplating a longer commitment. Eight years of
development efforts in Nepal had convinced the U.S. that a longer term and more
substantial commitment was required to effect real change. Despite nearly a
decade of U.S. assistance, Rose noted that “the foundations have not been
established adequately for any substantial economic growth in Nepal” (1958).

Unfortunately, the development environment did not stabilize under the new,
democratically elected government as the U.S. had hoped. During the latter half of
1959, renewed political agitation, work stoppages, and an increasing budget deficit
made it difficult for HMG to meet its financial commitments. The Nepali Congress
government appealed to the U.S. for $15 million in immediate assistance,
maintaining the new government was likely to collapse without such aid.

USOM responded to HMG’s request by forwarding a modified request to
Washington asking for the equivalent of $7.5 million in U.S.-owned PL 480 Indian
rupees, reasoning that the government could not effectively administer a larger
sum. In April, 1960, in a surprise move during King Mahendra’s state visit to
Washington, President Eisenhower announced that the U.S. would provide the full
$15 million. Given that the U.S. obligations for the entire previous decade totaled
approximately $12 million, this was an incredible sum, dramatically altering the
scope of USOM’s involvement during the 1960s.
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USOM’s Achievements

During the 1950s, USOM trained numerous Nepalese through its in-service and
participant training programs; instituted a nationwide anti-malaria program;
organized the first extension system in Nepal for rural development; laid an
institutional base for agricultural research; assisted HMG to plan and implement a
national system of basic education; brought Kathmandu its first modern telephone
exchange; and undertook one of the earliest surveys of Nepal’s mineral resources.
Achievements were many and diverse, though their scattered nature made their
overall immediate impact on Nepal’s rate of economic development difficult to
determine.

As Mihaly summarized Nepal’s development achievements for the decade:
“Nepal now had greater financial commitments, but the reforms which might have
yielded greater revenues to meet them had not been made.” To institute reform,
there must first be a foundation upon which to effect change, as well as reliable
statistics with which to assess the potential resource base — human, physical and
financial — to determine appropriate reform measures. In 1951, Nepal had neither
the foundation nor the statistics. By the end of the decade, however, USOM and
other donors were increasingly addressing Nepal’s lack of physical and
administrative infrastructure. Recognizing the need for data collection and analysis
to make realistic projections concerning development needs, USOM began
publishing “Economic Data Papers” in 1959, as a means to circulate statistics and
encourage analysis leading to better planning of economic development activities.

Throughout the decade, HMG experimented with new systems such as land
reform, compulsory savings, program budgeting, and personnel management, but
with little effect. No one had genuinely assessed the receptivity of the general
population and traditional economic, social and administrative institutions to
change. The U.S., likewise, took the government’s commitment to rapid economic
development at face value without evaluating its capacity to facilitate and sustain
change, and without comprehending traditional barriers to change. As a
consequence, USOM’s program targets were unrealistically optimistic. Only
through a sustained field presence and a process of trial and error was USOM able
to gradually orient its program to address real needs.

Prior to 1951, Nepal had no experience with economic development. USOM’s
attempt to assist Nepal’s development was hindered by the fact that the U.S. had
had only limited contact with the country before 1951, and was compounded by
USOM’s limited experience in assisting the development of pre-industrialized
economies. Neither HMG nor the U.S. adequately comprehended the scale or
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scope of the effort needed to modernize Nepal. However, USOM and HMG
established the foundations of a working relationship for future cooperation, and
began constructing the basic physical and administrative infrastructure upon which
to base further development.

Life in Kathmandu
The first members of the USOM mission found life in Kathmandu
challenging in unexpected ways. In Nepal Diary (1987), University of
Oregon contractor Hugh Wood recalls the details of daily life in the 1950s.

Simply reaching Kathmandu was a major accomplishment in itself. The
Wood family tried for over a week to fly from Patna to Kathmandu during the
1954 monsoon, the alternative being a four-day journey by bus, truck, train
and foot. For eight successive days they packed up and went to the airport; on
four of these days they flew within a vertical mile above Kathmandu, but
were unable to land in the sea of clouds. The newly opened Kathmandu
airport had no radio service at the time, and the pilot could communicate only
with Patna, which had no idea of the depth of the cloud cover in the
Kathmandu Valley.

At the time of the Woods’ arrival, USOM offices and residential quarters
were located at Kalimati Durbar, a sprawling, white-stucco former Rana
palace a few kilometers Southwest of downtown Kathmandu. Completed in
1941, the palace was built by Prime Minister Juddha Shumsher Rana for his
son, General Rabi Shumshere Rana. USOM moved into the compound upon
the first team’s arrival in 1952. Residential quarters were originally in the
building which is now the Hotel Management and Tourism Training Center.

As new families arrived, more apartments were carved out of the palace’s
huge rooms and fitted out with housewares shipped from India or the U.S.,
Wood wrote that “human servants replaced electric servants”; household staff
were abundant, but electrical appliances non-existent or nearly useless, given
the erratic electrical supply.

Kerosene was used for cooking, heating and lighting — expensive, but
supplied by USOM. Kathmandu’s electricity supply was so meager that bulbs
were dim until late at night, when the demand had tapered off. Water for
bathing had to be heated on the stove. Dr. Wood fashioned a water heater out
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of an Indian Army surplus soup kettle set over a kerosene heater; a neighbor
one-upped him by contriving a solar water heater on the south wall of his
apartment.

Procuring food and supplies was a difficult matter, demanding much
time. Supplies in the Kathmandu bazaar were quite limited, and practically
everything had to be imported from abroad. In a letter to a newcomer, Helen
Wood listed over 300 household items to bring. “It is an all-day job keeping
house... we cook and bake and keep house much like out grandmothers and
great-grandmothers did,” she wrote. Many food items were shipped from
India or the U.S., as the locally available fare was limited to eggs, chicken,
goat meat and rice. The only fresh produce was potatoes and turnips, and
occasionally a bunch of bananas brought in from India. Later, as families
moved out of the USOM compound into their own quarters, they planted
vegetable gardens, which provided welcome additions to their diets.

Families ordered their supplies in cases from abroad, stocking several
months’ worth in their apartments. Shipping supplies in through India
entailed its own difficulties, which worsened over time. One USOM family
received its goods shipment 22 months after their arrival, and only two
months before their departure. They were spared the trouble of shipping it
back as nearly everything had been ruined over the course of two monsoons.

Wood and other residents of the period recall the significance of “mail
call” — difficult to understand today until one realizes it was the only means
of communication with the outside world. International telephone service was
not established until 1960, and cable service was slow and unreliable. Mail
was vital for both personal and professional communications, and the day the
mail flight landed, after days or weeks of cloudy weather, was always a happy
occasion.

In contrast to these shortages, social life was abundant, increasing as
USOM’s staff grew larger. A constant flow of guests created a non-stop
round of receptions and parties. Though tourists were not admitted to Nepal at
the time, visas could easily be obtained for friends of residents. Wood noted
this tended to substantially increase the number of one’s friends. He estimated
he and his wife attended 8 to 10 parties, teas, luncheons, and dinners per
week: informal bridge games among compound neighbors; formal receptions
for guests; formal affairs hosted by the British or Indian Embassies; and —
most formal of all — Nepalese functions held at Singha Durbar. The great
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meeting halls with their crystal chandeliers, marble floors, huge mirrors, and
gilded fixtures, provided a splendid setting. “I used my tuxedo more in the
Nepal years than in all of the other years of my life,” Wood noted.

Beneath the glamour lay some practical problems. The unheated
buildings were freezing in the winter, and women wore long woolen
underwear beneath their evening dresses, with wool socks over their nylon
stockings. Local etiquette demanded that one arrive properly late, but before
the guest of honor, and stay until the guest of honor had departed. On one
occasion, a formal buffet hosted by the Roses and scheduled for 9 p.m., the
Nepali guest of honor did not arrive until 11 p.m. The guests dined at 11:30,
but the main guest, waiting for a friend, declined. He waited several hours in
vain, ate a cold meal, alone, around 2 a.m., and finally departed at 4 a.m.
“The rest of us (both Americans and Nepalis) vacated the reception hall in
five minutes flat!” Wood recalled.

exciting aspects of life peculiar to Nepal included regular earthquake
tremors and frequent meetings with mountaineering expeditions and
explorers. As there were only three hotels in Kathmandu, the early years
found mountaineers seeking food and lodging at embassies or USOM.
Weekends meant exploring the Valley, hiking, picnicking, or “lazying
around.” The Woods would start out early Saturday morning with water and
food, drive their Jeep to the end of a road, then onto the trail or across fallow
fields. “We always carried shovels and occasionally a little widening would
clear the way for another mile,” Wood remembers.

By 1956, hotelier Boris Lissanovitch had established an International
Club at the Royal Hotel, and USOM had opened its own American Club, used
mainly by support personnel. Tennis courts had been installed in several of
the compounds, and some Americans borrowed horses from the military for
weekend riding excursions. The number of parties and official and unofficial
guests continued to increase.

Through 1957, American families with children either taught them at
home or sent them to a missionary-run boarding school in Mussoori, 300
miles away in India. Wood and Paul Rose were involved in early efforts to
develop a local school for American children (the origins of Lincoln School).
Both resigned from the board over the issue of admitting Nepali students:
they were the only two members to support this.

Outside the Valley, transportation was practically non-existent. Pokhara
had a “landing pasture” which spared technicians the week-long walk from
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Kathmandu. Incoming planes simply buzzed people and livestock off the field
as they came in for a landing. USOM established development center
headquarters in many of the larger outlying villages to facilitate field trips. As
more airstrips were built in rural areas, field trips became easier. Walking
remained the major means of transport, as it does to this day.

Field trips for education workers included 20 to 50 porters carrying
supplies, books and cash to remote districts. Money was sent from
Kathmandu at regular intervals to pay salaries and funds. Since paper money
was not yet accepted in rural regions, coins were carried in 60 pound chests —
up to ten at a time, totaling up to Rs.20,000 ($2,800). In over 50 trips, the
money was never lost or stolen, though once a rope bridge collapsed,
smashing one money chest. Two porters remained at the river for several days
until every last rupee had been collected. On another occasion, with salaries
for Western Nepal long overdue and the monsoon approaching, a Nepali staff
member from Kathmandu volunteered to deliver the funds. Dressed as a
porter to remove suspicion about the value of his load, he carried the money
in a wicker doko and completed the trip without incident.




22 Half-a-Century of Development

AGRICULTURAL DEVELOPMENT

The importance of increasing Nepal’s agricultural productivity was obvious to
early donors, who found 92 to 96 percent of Nepal’s population working in
farming. Most were subsistence farmers; there were few agricultural markets and
scarcely any roads. The 1961 census found six towns with 10,000 or more people
and ten towns with between 5,000-10,000 inhabitants. Most of the population lived
in the 24,500 villages of fewer than 500 residents. Because of its rugged terrain,
only one-third of Nepal’s surface area is arable. The first agricultural census in
1962 estimated that only 1.8 million hectares (about 12 percent of total area) were
under cultivation.

In the 1950s, the huge, heavily forested tracts of the Terai and Inner Terai held
great agricultural promise, but endemic malaria kept out all but the hardiest
settlers. The majority of Nepal’s population lived in the Hills. Increasing
population and the fragmentation of family farms through traditional inheritance
systems meant that a family of seven in the Kathmandu Valley farmed only 0.4 to
0.6 hectares (FAO, 1954). Farms in the Terai were generally larger, ranging from
two to four hectares. A few influential landowners had large tax-exempt land
grants in the Terai of 20 to 1,000 hectares, with larger holdings concentrated in the
Western Terai. Estimates in the 1960s were that two-thirds of Nepal’s cultivated
land was owned by landlords; three-fourths of the farm population in the Eastern
Terai owned no land at all (Agriculture in Nepal, USAID, 1964). The proportion
of owner-operated land in the Hills was much higher, but land remained scarce and
was generally less productive. Due to this, an estimated 87 percent of men in the
Pokhara area emigrated for seasonal employment in India or the Terai, or joined
the Indian and British armies (“USOM Market Survey report of Pokhara”, 1958).

Early Agricultural Context

In 1924 HMG established a small Department of Agriculture, with a demonstration
farm at Singha Durbar in Kathmandu and a fruit nursery at Godavari in the
southern part of the Valley. Land was purchased near Parwanipur in the Terai in
the 1940s to develop an agricultural experiment farm, but infrastructure was not
put in place until the following decade, with USOM assistance. Early USOM
workers found a critical shortage of trained personnel in agriculture, with only
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three or four India-trained agriculturists available to work in agricultural
development when Paul Rose and his team arrived in 1951.

Under the Ranas, HMG paid little attention to areas beyond the Kathmandu
Valley except to extract taxes and exert social and political control. There was no
information on population, settlement patterns, or farmer production systems, and
no government planning unit interested in such data. Similarly, there was no
research system to bring in and adapt new agricultural technologies; no extension
system to transfer them to farmers; and no input supply systems for irrigation,
fertilizer, agrochemicals, seeds, or agricultural credit.

Swiss and FAO agricultural survey teams cooperated with Point I'V staff in the
early 1950s in analyzing Nepali agriculture. Field trips to Pokhara and locations in
the Kathmandu Valley revealed that “anything approaching modern practices are
yet to be adopted”, “field work is done with crude hand tools”, and “commercial
fertilizers are not used” (Bowers, 1953). Grain cultivation, mainly paddy with
some corn, barley, millet, and wheat, was the predominant cropping system, with
improved varieties unavailable. Wheat was grown only in a few places in and
around the Kathmandu Valley, invariably without improved cultivation practices
and characterized by low yields and frequent occurrence of rust diseases. The few
trained Nepali agriculturists advocated improving wheat productivity to provide a
winter crop: Double cropping was rare, due to lack of water and prevailing tenure
systems which provided few incentives to increase production. The relatively large
populations of cattle, sheep, and goats and poultry were poorly fed, diseased, and
unproductive.

Early 1950s: USOM Initiates Agricultural Assistance

The first Point IV technical assistance team was heavily weighted toward
agricultural expertise, with five agriculturists in addition to Chief Agriculturist
Paul Rose (who soon became the Mission’s first director). All six were former
U.S. agricultural extension agents, and all embraced the Point IV view that U.S.
technicians and trained Nepali counterparts had only to provide the ‘know-how
and show-how’, and Nepali farmers would respond favorably.

The early Point IV program outlined ambitious goals: increased food
production, sufficient irrigation to sustain three annual crops, land ownership to
the tiller, and establishment of an agricultural credit system. A major barrier from
the outset, was the official Point IV development philosophy limiting technical
assistance and funding. The Nepali government was expected to provide the bulk
of resources for development of nationwide agricultural research and extension
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programs. Another major problem was the lack of skilled Nepali managers and
technicians to staff programs.

The first and biggest agriculturally oriented project was the Village
Development Program (VDP) introduced in 1952 as a vehicle for extension of new
agricultural crops and varieties and improved cultivation methods. It later became
a multipurpose village extension program, and is discussed in the next section on.
Rural Development.

In 1953, USOM collaborated in a Plant Introduction Project with FAO.
USOM technicians brought in more than 500 new varieties of crops for tests and
field adaptation trials, first conducted at the Kathmandu Valley sites of Rabi
Bhawan, Singha Durbar, and Balaju. Beginning in 1954 experimentation expanded
to the Terai site of Parwanipur and to Nagarkot, perched on the rim of the
Kathmandu Valley, which roughly duplicated conditions in the Hills. Technicians
were optimistic that better varieties would increase agricultural production by at
least 20 percent. They planned to multiply successful varieties and distribute seeds
through the Village Development extension system.

In late 1953, USOM decided to help develop an agricultural research center at
the Parwanipur Farm in the Terai. HMG lacked resources to develop the site, and
had rented the land out to local farmers. USOM recruited a U.S. technician to
begin developing several agricultural research farms, and purchased equipment to
expand research facilities in Kathmandu.

Other agricultural development activities initiated at this time reflected the
interests and expertise of USOM staff. A livestock specialist worked on improved
feeding and management of cattle herds, importation of the improved Sindi cattle
breed from Pakistan, castration of unhealthy scrub bulls, and disease control.
Poultry improvement activities included import of Rhode Island Red breeding
stock; introduction of artificial incubation, incubators, and brooders; and disease
control. An agricultural entomologist started training and demonstrations for plant
disease and insect identification, and plant protection programs. Some
agrochemicals and sprayers for disease and insect control were made available at
Village Development Centers for demonstrations by field workers and use by
farmers; however, these programs had a low impact on farmers, for as Rose later
noted, imported agrochemicals and tools were too expensive for widespread
adoption. Another activity, initiated by an agricultural tools specialist, emphasized
farm tools improvement. Imported and locally adapted tools were tested and
manufactured by trained artisans. In his 1953 report, Rose optimistically noted:
“Some of these are becoming popular with villagers. As soon as demand is
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evident, they will be stocked in the village supply points.” In all these projects,
USOM technicians took on the logistical burden of purchasing and transporting
needed supplies and equipment into Nepal and out to Village Development
Centers. HMG officials recruited trainees to be trained as fieldworkers by the
Village Development Schools. Salaries and operating expenses were jointly
supported by HMG and USOM.
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Demonstration of improved bullock-drawn plow, designed and produced
by the Farm Implements Development Center in Birgunj.

Early in 1953, USOM began signing agreements on irrigation projects desired
by HMG. The goal was to increase year-round water in selected areas in order to
produce three crops a year. The projects included ten tubewells near Simra (to
irrigate 2,000 hectares); two gravity flow canal projects on the Tilawe River in
Bara District and the Sirsia River in Parsa District (to irrigate 8,800 hectares);
surveys to prepare plans for construction of four systems in the Chitwan Valley
(with the potential of irrigating 42,000 hectares); and the importation of 120
portable diesel pumps to lift water from rivers at five Village Development
Centers.
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Problems Encountered in Early Agricultural Projects

The USOM Monthly Progress Report of December 1955 provides a concise
overview of implementation problems in the early years, some of which continue
to plague development workers. Projects were at a standstill because the entire
government was focused on the imminent coronation of Crown Prince Mahendra.
The government was being reorganized once again, with newly-appointed officials
responsible for newly-defined duties. Donors were waiting for the release of the
First Five-Year Plan to see where their projects fit into the overall scheme.
Consequently, HMG financing of joint projects was sluggish.

USOM plans for developing the Parwanipur Agricultural Research Farm were
proceeding slowly due to lack of irrigation facilities and insufficient Nepali and
U.S. technicians. On a more optimistic note, the Progress report mentions that
some unproved paddy varieties were showing potential for increasing production
in Nepal. However, pessimism quickly reappeared: the project to develop the Joint
Agricultural Cooperative Service (intended to implement USOM agricultural
projects) was far behind schedule.

USOM agricultural technicians were involved in three types of work: research
and demonstrations in and around Kathmandu, teaching Agricultural Specialists
and Village Development Workers at Village Development Training Schools in
Kathmandu and Parwanipur, and assisting with agricultural extension activities in
the six Village Development Service Centers. The 1955 Progress Report, listed a
total of $125,250 in completed technical assistance for agriculture projects, and
modest annual payments of about $25,000 into the Agricultural Cooperative
Service joint account. There were spending delays because of difficulties in
obtaining Department of Agriculture approval for establishment of the Joint
Agricultural Cooperative Service.

In irrigation, the river-based irrigation projects on the Sirsia and Tilawe had
not been completed on time, resulting in flood damage to the partially completed
barrages. Major repairs were necessary before the rated capacity of 8,000 hectares
could be irrigated. A new project was being surveyed on the Sarda River. A few
individual farm and small area community projects were completed. The tubewells
project was continuing on an exploratory basis with ten wells planned for the
Simra-Jitpur area. Of four completed wells, two were providing adequate water for
irrigation. Progress on these irrigation projects was being delayed by a government
investigation into unofficial reports of possible improprieties, and delays in
obtaining cement, iron, and coal necessary for construction. These would not be
available until the beginning of the monsoon, which would delay construction for
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several more months. The surprisingly modest amount of funds obligated for
irrigation activities from 1954 to 1956 was $73,344.

Disappointing Efforts:

Land Reform & the First 5-Year Plan

By 1957, HMG had passed reform laws requiring registration of land and
establishing a rent ceiling of 50 percent of the crop produced. However, these laws
were not vigorously enforced. In a report written after leaving Nepal (Sharing Our
Programs; 1958), Paul Rose mentioned that during his six years in Nepal the U.S.
had made several offers to assist HMG in implementing land reform, land credit
reform, and administrative reform, but the government had rejected U.S. assistance
in these highly sensitive areas due to strong opposition by landowners and high-
level administrators.

Donors expected the Five-Year Plans initiated in 1956 to focus development
efforts and thus strengthen their impact. However, the First Plan was a rough-and-
ready document, due in part to an utter lack of statistical data. Its overly ambitious
objectives implied that 70 percent of development funding would have to come
from foreign sources. But the main problem was that the Plan did not actually
determine budget allocations. Final figures were the result of fierce competition at
ministry, party, and personal levels for control of funds and jobs.

Late 1950s: Expanded Agricultural Support

After 1955, the USOM program in Nepal expanded rapidly, due in part to an extra
$4 million in disaster-relief funds added by the U.S. Congress after floods in 1954
and drought in 1956. The majority of these funds supported agricultural and other
activities in the Rapti Valley Development Project. The U.S. also expanded
agricultural investments to meet needs expressed in the First Plan. New projects
included establishment of an agricultural implements workshop; development of
fish farms at Janakpur, Godavari, Pokhara, and Kathmandu; and establishment of a
farm to grow medicinal herbs for export.

The General Agriculture Project was initiated in 1957 to work more
systematically with the Department of Agriculture in developing agricultural
research and extension services separate from the multipurpose Village
Development Service. This project would become more focused and draw greater
support from both U.S. and Nepali agriculturalists in the 1960s, as it evolved into
the Food Grain Technology Project. Initially it included plant introduction and
testing, seed and plant material multiplication, control of plant diseases and
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insects, development of improved agricultural practices, livestock and poultry
improvement, and agricultural extension.

From 1956 to 1960, the Department of Agriculture (under the Ministry of
Agriculture) took shape with strong USOM support and some assistance from the
FAO and India. HMG also contributed substantial support during the 1950s while
its financial reserves held out. Sections developed initially were Agronomy,
Horticulture, Livestock and Dairies, Veterinary Services, Agricultural
Engineering, Plant Pathology, Entomology, and Fisheries. A Soils Lab was started
in 1956, while a School of Agriculture was established in 1957 to train technical
staff for agricultural extension. An Agricultural Extension Service, and an
Agricultural Economics Section to carry out market surveys, were started in 1959.
Each of these units received technical assistance, training, and operational funding
from USOM. In addition, three agricultural stations were developed in
Kathmandu, the Rapti Valley, and Parwanipur, and demonstration farms were
initiated for grain crops, horticultural crops, and livestock. In the late 1950s, the
number of USOM’s American agricultural technicians doubled to ten, including
two specialists supervising stations and farms.

Problems in Later Agricultural Projects

U.S. projects were frequently “paralyzed by the power struggles” in Kathmandu
politics, and hindered by the scarcity of Nepali technicians and administrators.
U.S. technicians had to take an active role in training and implementation, but
there were not enough advisors to run the greatly expanded programs in
agricultural research and extension. The goals of the new USOM agricultural
projects were too ambitious for the limited assistance allowed by the Point IV
philosophy (Mihaly, 1965).

In the agricultural, program, many unrealistic assumptions were made by US.
technicians who often spent only one or two years in-country, such as plans to
provide portable diesel irrigation pumps to Village Centers for farmer use, or
distribution of radios to villages to help farmers keep abreast of improved methods
of production. A photo in the 1954 Mission Report shows a U.S. advisor
demonstrating a petrol-driven plough to trainees in the Village Development
Training School, an example of an “improved farming practice”. With fuel, spare
parts, batteries and basic technical expertise all unavailable to Nepali farmers at
the time, these were wasted efforts. Mihaly noted that at the time of his research in
Nepal in 1963, the radios, petrol-driven ploughs, and irrigation pumps were not
being used in villages.
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Mihaly described the Plant Introduction Project as “a broad attack on a thin
front.” Over 1,000 different varieties of seeds had been evaluated in test plots
supervised by hastily-trained Nepali employees. He reported in an evaluation
summary of this project by USOM in 1959 (“Report on Agricultural Situation for
Beirut Meeting”, 1959):

It was found that while there had apparently been an enormous amount of
activity, tangible measurable accomplishments were difficult to pinpoint.
It would appear that too much was attempted with too little and yet, it
was virgin territory and a ‘crash’ program no doubt seemed justified...as
it turned out, record keeping was poor and inadequate and accidents of
one sort or another befell many of the tests, so that as a consequence the
selection of superior varieties was based more on general observation
rather than on statistical documentation .... Despite these shortcomings,
interest in agricultural development was stimulated and considerable
practical experience gained.

Commenting on the final statement, Mihaly raises the important question of
“who was stimulated, and who gained experience?” He notes that the U.S.
technicians generally returned home after two years or less, while their Nepali
counterparts frequently either lost their jobs or were transferred during the
politically and administratively unstable 1950s.

Unable to provide enough technical advisors to manage projects under its
significantly expanded agricultural program in the late 1950s, USOM took the
obvious steps of helping to establish government agricultural institutions capable
of carrying out these activities and training technical personnel abroad. However,
these early efforts in institution building were slow to bear fruit. Dr. Clarence
Gray, Chief of USOM’s Agriculture Division, stated in his 1961 end-of-tour report
that only “limited progress” had been made in this sector. He attributed most of the
lack of success to managerial problems:

Unrealistic plans ... poor organization of the Department of Agriculture

. inefficient administration and fiscal procedures ... ineffective project
supervision by the host government ... [and] low morale of host
government personnel .

A 1961 USOM review critical of its agricultural sector portfolio emphasized,
the “confusion, frustration, lowered efficiency and, consequently, a less than
satisfactory, rate of progress” in agricultural extension. The document also noted
the Ministry of Agriculture’s sluggish utilization of the limited amounts of U.S.
assistance provided. In 1956, only $22,000 of the budgeted $125,000 was spent; in
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1957, only $80,000 of $160,000; in 1958, $98,500 of $124,000, and in 1959
$94,000 of $155,500. Difficulties in decision making and approval of expenditures
were exacerbated when the Joint Cooperative Services were terminated in 1958
and U.S. co-directors could no longer approve spending.

A second budget issue was that USOM funds were paying for recurrent costs
of new HMG employees hired to implement research and extension programs
under USOM projects. In its effort to quickly establish a broad agricultural
research and extension capacity in HMG, USOM supported expansion costs and
encountered for the first time the inability of HMG to sustain its agricultural
programs.

Rapti Valley Development: A Lost Opportunity

The Point IV team began discussing the possibility of developing the then
uninhabited Rapti Valley soon after their arrival. Among the largest of the
exceptionally fertile valleys of the Inner Terai, it was considered by HMG to be
ideal for a major land reclamation and development effort. In his 1953 report Paul
Rose noted that this coming year’s assistance program would support aerial,
topographical, and soil surveys of the Rapti Valley, to be carried out by an
American soil scientist and two survey teams from India. The surveys were also a
training program to develop Nepali skills. Funds for major investment in the Rapti
Valley were unavailable until $2 million in food aid was appropriated for flood
relief in 1955. Because the Rapti area had been flooded, a large portion of the
funds was programmed into the Rapti Valley Development Project, beginning with
an 87 kilometer road built in 1955. By that time, a concentrated effort led by
WHO, and supplemented by USOM, had successfully controlled the Valley’s
endemic malaria.

USOM staff decided to make a model project showcasing the development
approaches they had been pushing: equitable land distribution, local participation
in self-help projects, improved farming methods, malaria eradication and improved
health services, road and market development necessary for a cash economy, and
cooperative societies for agricultural inputs and marketing. Thus, Nepal’s first
“integrated rural development project” was initiated, though the term had not yet
been popularized.

Heavy-duty tractors with large disk plows performed the initial landbreaking
of 11,500 hectares, While a resettlement component was intended to help the
valley’s settlers adopt new agricultural practices. Services were delivered through
the Village Development Service and other USOM programs: Rapti Valley
farmers were organized into cooperatives with USOM providing loan funds.
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USOM supported a soil survey and establishment of a model soil classification lab;
there was also a model agricultural farm and experiment station.

Initially the project was under the relatively tight control of the joint Rapti
Valley Cooperative Service, administered by USOM and HMG co-directors. When
this organization was dissolved on orders from Washington in mid-1958, its
functions were dispersed to various ministries, which meant USOM and HMG
project managers effectively lost control of the project. As a result, some
Kathmandu politicians were able to acquire large tracts of land and ignore project
conditions requiring use of improved technology. Many of the new small
landholders quickly became indebted and were forced to sell, becoming tenants
again. Traditional cultivation methods were quickly re-adopted, and the model
effort to a large extent failed, mainly because the area was settled too rapidly and
without effective enforcement.

The Impact of USOM Agricultural Assistance

The Rapti Valley Development Project, which USOM had touted as its most
prestigious and substantial effort, did not provide the optimal development payoffs
expected. It did open 11,500 hectares of Terai land for cultivation, but for a $2
million effort it proved disappointing.

In Foreign Aid and Politics in Nepal, Mihaly argued that by the end of
the 1950s, there was no evidence that U.S. agricultural projects had contributed to
increased agricultural yields, increased productivity, or higher per capita income.
In fact, he maintained, U.S. projects expanded HMG’s recurrent costs for salaries
and service programs, making Nepal dependent on external financing to meet this
enlarged budget. Beyond opening up the productive Rapti Valley, U.S.
agricultural assistance created no new major revenue-producing activities.

What Nepal gained from USOM agricultural projects during the 1950s was,
first and foremost, basic training in technical and management skills involving
agricultural research and extension. In each section of the Department of
Agriculture, one or two key people received out-of-country training, as well as on-
the-job training from a resident U.S. advisor. Approximately 100 Subject Matter
Specialists were trained in-country at the Agricultural School in agronomy, animal
husbandry, and agricultural engineering. By the end of the decade, 60 of these
trainees had been assigned to field duty in 19 Village Development Centers,
supervising Village Development Workers.

USOM efforts had laid an institutional base for agricultural research in most
subject areas. Eight sections had been initiated in the DOA and a rudimentary field
farm network was established. including experimental stations in Kathmandu,
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Parwanipur, and the Rapti Valley area; three cereal seed multiplication farms
totaling 80 hectares; seven horticultural farms for production of vegetable seeds
and fruit propagation; a livestock farm in Kathmandu; the Chitlang sheep breeding
farm; and a small poultry breeding farm and hatchery at Birgunj. A soil laboratory
was being established in Kathmandu and a soil survey in the Rapti Valley had been
completed. Equipment and supplies for a plant protection laboratory had been
collected and awaited a building.

An incipient agricultural extension system had been developed, initially
through the Village Development Program. By the end of the decade this work was
being shifted to a separate Agricultural Extension Service in the Ministry of
Agriculture. An Agricultural School was training Subject Matter Specialists for the
extension system and would soon begin training Junior Technical Assistants (JTA)
to work as village-level extension agents. Most of these institutional development
activities were not sustainable without continuing USOM support in the form of
training, technical assistance, and funding.

In terms of increased production, income, and knowledge and adoption of
improved cultivation techniques, Nepali farmers had gained very little from the
U.S. sectoral investment of roughly $3.4 million. The few direct impacts on
farmers reported in the 1959 Country Economic Program Report included adoption
of Japonica improved rice varieties in a few areas of the Kathmandu Valley,
multiplication of 11,700 kilograms of improved rice seed and 8,700 kilograms of
improved wheat seed; production and distribution of improved vegetable seeds and
fruit saplings; and limited distribution of improved stock hatchery eggs and baby
chicks. Irrigated acreage was slightly increased through early irrigation schemes
and tubewells. Through the Village Development Program, USOM had supported
the formation of 52 farmer cooperative societies in the Rapti Valley and other
areas of the Terai, which were intended to obtain agricultural inputs and market
produce for their members. In 1959 a Cooperatives Act was promulgated, and
USOM provided loan funds for the Department of Cooperatives to lend to Rapti
Valley farmers.

A key conclusion in USOM’s 1959 assessment of its assistance program was
that national agricultural production had to be substantially increased to finance
HMG investments in roads, communication, and increased government services to
villagers. The next decade would require concentrated efforts to effect significant
impacts at the farm level.
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RURAL DEVELOPMENT:
THE VILLAGE DEVELOPMENT SERVICE

Rural Extension: A New Concept

From the beginning, the Point IV team believed that if assistance programs were to
be successful, a structure had to be developed to extend program benefits to
Nepal’s many villages. Without this, little could be accomplished outside the
Kathmandu Valley. In the early 1950s there was minimal government organization
at the local level, and no dialogue between villagers and the national government.
District governors were responsible only for tax collection and police protection.
There were no extension or rural development programs, and few trained
personnel capable of carrying them out. Nepal was a blank slate in terms of rural
development, a situation which created both constraints and opportunities.

In a series of evening meetings at Paul Rose’s home, Rose and Chief
Agriculturist Harold Dusenberry discussed strategies for rural development with
the Prime Minister, the Director of the Department of Agriculture and other HMG
department heads. Point IV technicians were familiar with the relatively successful
village development program in India, and believed HMG could develop a similar
program for Nepal with U .S. assistance. Dusenberry (1958) describes the rural
development institution conceived by USOM:

This was to be an organization known as the Village Development
Service, established to contact village people, to find out their needs, and
then to get assistance from various departments which would channel
programs through this service.

The goal was to establish a nationwide system which would distribute
increased services to villages, while providing a channel of communications
through which people could express their wants to the government. A fundamental
assumption was that rural Nepalis were willing and able to learn new technology,
and that they would use this knowledge to develop themselves.

In his justification for the Village Development Project, Rose emphasized the
“bumpy transition from autocracy to democracy” that was making HMG an
unstable partner. He noted that “if the masses of Nepal’s people are to be expected
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to assume their role in the new democracy there must be a widespread change of
attitude about the responsibilities of the individuals and the villages in national
life.” The Point IV team was convinced that U.S. and other donor assistance could
help Nepal attain this goal “within a reasonable period of time”, thus moving it
toward a stable democratic government.

Idealistic and hardworking, the early Point IV team hoped to overcome the
technological backwardness and poor living conditions they had seen on field trips
to rural areas. With the U.S. foreign aid program still in its early years, they were
relatively free to innovate and make mistakes. The Washington Point IV office
was not yet pushing its own programs, and did not yet require myriad reports tying
up fieldworkers’ time. The team members’ laudable action orientation was
hampered to an extent by their somewhat simplistic notions of rural development.
Most of their world views had been shaped by service in the U.S. as county
extension agents and Department of Agriculture administrators; thus they (like the
entire Point IV program) tended to underestimate the challenge of bringing change
to rural Nepal.

The original project specified that 4,000 Village Development Workers (Gram
Sevak) were to be trained over a five-year period. In line with Point IV policy, the
U.S. was to provide limited assistance in the form of technical advisors and
commodities or equipment to be used by them. HMG would provide personnel,
administration, buildings, and program funds. It quickly became apparent that the
project would require substantial U.S. assistance for local costs. In 1952 and 1953,
$215,000 was budgeted for program equipment and supplies for agricultural and
irrigation activities, with village development as a relatively minor component. By
1954, $151,000 was budgeted for village development activities alone. The budget
for 1960 provided $60,000 for commodity support and $400,000 in PL 480 Indian
rupees to cover local costs for the Village Development Project.

Co-Managers or Advisors?

The Village Development Project was initiated under the Department of
Agriculture; however; after a few months, it was decided this prestigious project
should be transferred to the Ministry of Planning and Development. Gradually the
project began to function as a multipurpose extension organization, fielding
Village Development Workers (VDW) through which HMG departments could
extend technical services at the local level.

In 1955, a joint Village Development Service (VDS) fund and administrative
agency, separate from USOM arid the Ministry of Planning and Development, was
established as an offshoot of the Cooperative Services Agreement. This
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arrangement allowed the VDS to develop as a separate organization, less directly
influenced — and disrupted — by the political turmoil characterizing HMG in the
1950s. One benefit of the joint administrative design was the on-the-job training
provided to its staff, which learned new jobs and management styles by working
with American counterparts.

After three years of modest inputs, USOM significantly expanded the Village
Development Program, increasing funding, technical staff, and field activities.
More resources were necessary to create a nationwide program; however, the U.S.
technical staff was still not large enough to directly administer the project, and
USOM was forced to shift to building up the VDS as the HMG institution
responsible for carrying out the expanded program.

In May 1958, following Washington’s directive to shut down the cooperative
agencies and pull USOM back from direct management of funds and programs, the
Village Development Service was transferred back to the Ministry of Planning and
Development and reorganized as the Village Development Service Department.
With the experienced C. B. Pande remaining at the helm, the new department and
the project experienced substantial continuity, but progress was less than it had
been under the joint cooperative service.

Training Village Development Workers

A Training School for Village Development Workers (VDW) was opened in
Kathmandu in July 1952 as Nepal’s first development project. Village
Development Workers were to have a basic knowledge of agricultural practices,
and to operate as “contact men” channeling assistance programs to villages. Three
young Nepali agriculturists trained in India were assigned to run the school, and
initially all Point IV team members participated in training, as there were not
enough trained Nepali instructors.

This was a period of trial and error. No one was certain of what type of young
men to recruit or, how much training was needed. Fifty trainees were enrolled in
the first four-month course, selected by the Nepali Director of Agriculture and his
staff from young men who responded to radio and newspaper advertisements, and
requests relayed through district governors. This first group was chosen mainly on
the basis of literacy, rare in Nepal at the time. Mihaly reports that this first group
of students was largely unsatisfactory, as most were born and raised in Kathmandu
and “had little understanding of the problems of the farmer and little
comprehension of the technical questions of agriculture.” Few remained in village
development, especially after experiencing the “incomprehensible, uncomfortable,
and hostile environment” of many rural areas. The training program later tried to
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recruit educated young men willing to work with their hands and able to adapt to a
rural setting — a combination of qualities difficult to find.

Class size was doubled and training was extended to six, and eventually 12,
months. VDWSs were trained in community motivation and self-help programs,
receiving basic technical information on agriculture, health, malaria control,
sanitation, and literacy: Many had limited scholastic skills and needed additional
training in reading, writing and arithmetic. In April 1953 classes were initiated for
Village Improvement Specialists, who would support the VDWs in such fields as
livestock, entomology and plant protection, irrigation, sanitation, school
construction, and extension methods.

Training School faculty and program managers for the Village Development
Service were trained in the U.S. and third countries. The quality of in-country
instruction gradually improved as more U.S. trained specialists returned to work in
the Training Schools. The Village Development Project competed with USOM’s
education and agricultural projects to obtain the services of the limited number of
returned agricultural graduates (about 20 in the 1950s). Early plans to open two
more schools and work rapidly toward training the 4,000 personnel needed to staff
a nationwide program were delayed a few years by political interruptions and
HMG administrative inactivity. The second school, in Parwanipur (near Birgunj),
was established in May 1955, and the third in Nepalganj in. October 1956. The
Nepalganj school was closed in 1958 as the Indian Aid Mission planned to convert
it to a Rural Institute to fit the Indian training model. In a collaborative effort, the
Ford Foundation had started a Women’s School in Kathmandu for Women Village
Development Workers (Gram Sevika) in 1954, with classes beginning in 1956.
USOM recruited an American home economics advisor who worked with the
program from 1956 to 1960. The process of establishing schools, training teachers,
and recruiting and training field workers was much slower than anticipated. By the
end of 1958 only 613 of the 4,000 workers the program planned to have had been
trained.

In-country training was perceived as an interim strategy to supply trained
workers for the Village Development Service until Nepali colleges could be
developed to turn out sufficient graduates. However, in 1958 the Indian Aid
Mission (IAM) convinced HMG to adopt an intermediate step: the Rural Institute,
based on rural development work in India. This would be a permanent training
institution for rural service, located away from Kathmandu. With the Indian Aid
Mission becoming more active in the village development sector, there were plans
to develop at least two Rural Institutes. USOM-supported Training Schools were
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to continue until the bulk of the Village Development Workers had been trained, at
which point the Rural Institutes could handle subsequent training.

Establishing A Field Network

In February 1953 Village Development Centers were established in Kathmandu,
Biratnagar, Pokhara, Hetauda, and Butwal. As Village Development Worker
trainees graduated, they were assigned to village areas around these five centers.
More centers were opened over the next few years: Ilam in 1954, Rapti Valley and
Nepalganj in 1956, and Gaur and Janakpur in 1957. By 1957, the older centers had
an average of seven administrative staff, five specialists, and 25 VDWs.

Village Development Centers (later called Blocks after the Indian model)
were the primary operational unit of community development, each serving about
100 villages and 60-80,000 people. Originally they were staffed by U.S.
technician-managers and contracted Nepali co-managers, who supervised technical
staff from various departments, and the generalist VDWs and Women VDWs.

Each VDW was to serve as “stimulator, catalyst, and spark plug” for ten to
twelve villages or about 500 families, although it is doubtful coverage was ever
this large. At the village level, VDWs organized Village Improvement Committees
of local leaders and Four-Leaf Youth Clubs for young men. They performed
agricultural and health demonstrations and helped villagers organize self-help
activities in the villages, passing on requests for budgetary or technical support to
the District Development Officer or Program Specialists. At a slightly higher level,
Village Improvement Specialists in agriculture, health, irrigation, education, and
rural works channeled programs through VDWs and local village committees.

VDWs and local committees also constituted the field network for distributing
large quantities of U.S. food aid and agricultural supplies following the 1954
floods and the 1956 drought. During 1957/58, a small subsidy program was
initiated to provide cash and material contributions to match the work and
contributions of the villagers in self-help projects, thus initiating donor-supported
local public work schemes in Nepal.

The centers also were used as resources by other USOM-supported field
programs, operating as outstations with sleeping quarters and a cook at each. In a
1990 interview, Dr. Hugh Wood, director of the Teacher Training and Related
Activities Project, and de facto chief of education for USOM, recalled visiting
these centers during field trips to explore the interest of surrounding villages in
new schools and teacher training. He relied on VDWs to organize interviews with
various village groups and to supervise school construction activities.
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After the release of the First Plan, centers were managed by Nepali District
Development Officers appointed by HMG, with U.S. advisors covering multiple
blocks in the areas assigned to USOM. A particularly important unit was the
District Development Committee chaired by the district governor, with authority to
provide grants (from funds allotted from Kathmandu) to local self-help projects for
small public works.

The First Five-Year Plan outlined an ambitious plan to expand the Village
Development Program nationwide. Implementation began in 1958 with the joint
support of USOM, the Indian Aid Mission, and HMG. The goal was to transform
the Village Development Program into a nationwide integrated rural development
system coordinated by the Ministry of Development and Planning. The Ministry
soon found itself dealing with multiple donors who could not agree, and technical
ministries with limited resources and their own agendas for establishing service
extension programs. Despite these problems, by the decade’s end 19 Village
Development Centers had been established.

Indian Assistance to Rural Development

In 1956, the Indian Aid Mission (IAM) decided to assist the Village Development
Service, citing India’s success in developing a similar system. In a speech to the
Rotary Club in Kathmandu (cited in Mihaly), IAM Mission Director D.R. Kohli
stated that:
Nepal also in some ways, finds this [Indian] assistance more suited to its
needs and circumstances than the know-how and experience of countries
with much. higher standards of living, because the methods of these
countries are not as suitable for Nepal’s present stage of development.

Nepal accepted the IAM offer because of political pressures and the fact that
India was willing to provide substantial assistance. For a couple of years joint
USOM-IAM assistance was discussed, however, India and the U.S. mainly
competed for spheres of influence and selection of the most appropriate
community development model. India concentrated its efforts in Terai districts and
the key valleys of Kathmandu, Pokhara, and Palungtar, hoping to “increase
friendliness towards India in strategically vital areas” (Mihaly).

In 1959, the IAM granted $5.9 million for village development, most slated
for construction. USOM joined with the IAM and HMG in 1958 in an elaborate
and ambitious joint plan to expand the Village Development Program from 16 to
68 blocks. However, USOM officials apparently resented the Indian domination of
the field resulting from its larger investment. They also felt the Indian emphasis on
“bricks and mortar” instead of development of human resources was inappropriate.
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In addition, Mission support for the Village Development Project dwindled, as
new technical officers assigned higher priority to projects of counterpart technical
ministries.

Late in the 1950s, USOM decided to phase out village development assistance
over a three-year period and turn the sector over to India. However, USOM never
notified HMG of this intention, and in fact actually increased its village
development budget because of an unexpected influx of PL 480 Indian rupees. In
spite of this final surge, USOM expected the Indians to assume full responsibility
for the sector in the coming decade. However, Nepali dissatisfaction with India’s
patronizing attitudes (in 1962 it asked India to withdraw from the Village
Development Project), combined with critical internal political developments,
would draw the U.S. back to support the next rural development program in the
1960s.

Implementation Problems in the VDP

A number of unanticipated implementation problems undercut the Village
Development Project. First was the extreme administrative instability of HMG.
Eight changes of government in the decade resulted in shifts in the program’s
counterpart ministries, endless changes in ministry and program leadership, and
long periods of HMG administrative inactivity. A USOM Monthly Progress
Report in December 1955 noted there was little or no activity in the project at the
time, because of a preoccupation with the coming coronation of Crown Prince
Mahendra, a lengthy visit outside the country by the Crown Prince and his chief
advisor, and a shutdown of project activity until the first Five-Year Plan was
written. As VDP Co-director Floyd Dowell reported:
Conditions in general with the program have remained practically at a
standstill — everything seemed to be waiting the return of His Majesty
and his Chief Advisor .... It is generally understood there must be a
Director and Co-Director appointed from HMG with specific assignment
of responsibility for the Village Development Program before program
action can be resumed. In the waiting period the service is suffering
considerably. The two training schools are empty and idle. The 300 field
employees are without guidance and direction, the payroll cannot be
covered, and the morale of the program is suffering seriously.
Another blow came when the Joint Cooperative Service agreement was
ordered rescinded, dissolving the cooperative service. U.S. technicians working as
co-directors in the service could work somewhat independently of HMG
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slowdowns; but when they were shifted to advisor positions, they had less control
and ability to maintain momentum.

The program was also hampered by a severe underestimation of the effort
required to build a nationwide rural development system. It was difficult to recruit
and train adequately skilled Nepali administrators and technicians to staff the
program, and particularly difficult to develop VDWs, who needed a broad-based
set of skills and motivations, including a willingness (rare among educated
Nepalis) to work in rural areas. Longer training courses were required than were
ever expected, and transporting staff, visiting Kathmandu supervisors, and supplies
to the centers was extremely difficult.

The Point IV Mission made some fundamentally flawed assumptions in
planning the Village Development Project. The idea that all that villagers needed
to change was the technical knowledge and organizational assistance provided by a
VDW ignored the complex of constraints affecting villagers’ decision-making, and
the need for other incentives, particularly grants-in-aid and technical supervision
for self-help projects. Mihaly argues that USOM created a broad project intended
to have nationwide impacts, but provided insufficient resources to achieve this. In
addition, the project expanded government services to the point where they could
not be sustained by indigenous revenues alone, but depended (in the 1950s) on a
Chinese grant and increasing USOM and Indian support.

What Was Accomplished?

The Village Development Project was never fully evaluated. A long-delayed study
in 1981 by the Himalayan Studies Centre interviewed villagers about project
impacts, but by that time there were problems of attribution, as schools, roads,
wells, agricultural extension efforts, and other activities had been carried out for 30
years. Project advisors did track outputs through 1958, and HMG calculated
outputs (probably target-based statistics) at the end of the First Plan.
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Progress to 1958* Progress to 1961**
VDP 613 860
Workers/Specialists
VDP Centers/ Blocks 12 55
Villages covered 1,641(5.7% of villages) 38,000
Population covered 717,026 2,200,000
Local Improvement 505 13,700
Committees or
Cooperative Societies
4-Leaf Youth Clubs 138 n/a
Primary Schools 270 n/a
Improved Crop 217 (180 ha.) n/a
Varieties
Improved Steel Plow 127 location (1,392 ha.) n/a
Canals constructed or 145 locations (352 km.) 1,078 km.
repaired
Land irrigated by these | 7,388 ha. n/a
canals
Roads or trails 708 km. (fair weather 2,349 km.
constructed or repaired | roads)
Bridges or culverts 330 locations 870 locations
constructed or repaired
Tubewells installed 478 1,870

* USOM/Nepal summed up achievements of the VDP under their support in a
report by Dusenberry in 1958.

** Reported in Himalayan Studies Centre Evaluation (1981), and taken from an
HMG report, Progress of the First Five-Year Plan (1963), included USOM and
Indian Aid Mission supported programs. Generally, HMG statistics were based on
program targets rather than on actual monitoring of outputs.

Early targets were certainly over-ambitious; by 1962 the Village Development
Service had 1,400 trained staff, compared to the 4,000 projected. There were 25
Blocks or Centers supported by USAID and the TAM, compared to the 68
expected. Mainly it was the older USAID-supported Centers which had significant
programs. It is clear that around the 15 primary VDP Centers, there was significant
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mobilization of voluntary efforts. However, there was no measurement of adoption
rates for new technology, or impact of activities on variables like economic
growth, productivity, or household income.

The 1981 evaluation made the critical point that VDP activities were
organized mainly by landed village elites and mainly benefited these elites. As
Mihaly pointed out, the project could have had a much greater impact if the
introduction of rural extension work had included basic reforms in village power
structures.

The Village Development Project created a cadre of skilled development
workers who accumulated significant field experience in rural Nepal. Their
introduction of the very concept of development-oriented government services to
these formerly isolated regions represented a major step forward. An observer on
the scene in the early 1960s characterized progress made by the Village
Development Service in this way:

Indeed, as a non-taxing, non-repressive, non-punitive manifestation of the
national government (the first such manifestation ever seen in large areas
of the country), the Village Development Service has been modestly
successful. The impact of the Village Development Worker upon the rural
people has been much greater than is generally recognized. Ten years
ago no one in the village had ever considered that their government had
any interest in their development and welfare. Through Village
Development they first learned that their government ‘cared’ .... Not only
have the concepts of self-help and community cooperation been
introduced; more important, a large number of rural people have become
receptive to the idea of change. Thus ... a sound foundation has been laid
in many areas ....

—Cool, 1962
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HEALTH

The Starting Point

Simply assessing the general state of health in Nepal in 1951 is rendered difficult
by the near-absolute lack of statistics. A USOM document written in 1958 noted:
“Reliable health statistics do not exist. This makes the assessment of health
conditions and their exact nature and scope very difficult to relate to the specific
problem of resource development and utilization” (1962 Capital Assistance
Program). The document went on to paint a grim picture of Nepal’s overall health
status:
1t is estimated that fifty percent of the population lives in highly malarious
areas. Surveys seem to verify that the infection rate for malaria runs as
high as 100 percent in some villages. Tuberculosis, smallpox, typhoid,
cholera, dysentery, syphilis, kala-azar, filariasis, leprosy, maternal and
infant tetanus, hookworm, tapeworm, amoebiasis and other intestinal
parasites, kidney stones, rheumatic fever, goiter and other deficiency
diseases are debilitating a large segment of the population.

Infant mortality, always a revealing indicator of a population’s overall health
status, was 255 per 1,000 in 1951. One-third to one-half of children died before
reaching adulthood, and this high figure contributed to Nepal’s exceptionally low
life expectancy rate — 28 years, according to a 1952 estimate.

The synergistic relationship between health and development meant that the
negative impact spread across all sectors. Disease and malnutrition lowered
economic productivity, sapping energy that could be better used in farming, road-
building, studying, teaching. Low school enrollment and resulting low literacy
rates, high fertility rates, reduced agricultural productivity — all these result from
poor health, and contribute to it as well. A reasonable level of health care services
can thus be considered an economic necessity as well as a fundamental human
need.

In 1951, the main provider of Western allopathic medicine beyond a few
dozen private doctors was Nepal’s Department of Health Services, established in
1933. It managed several modest hospitals with a total of 600 beds, half of these in
the Kathmandu Valley. A few district headquarters had public hospitals, some as
small as five beds. Public services were limited to a handful of doctors dispensing
simple drugs in compounded form No injections were available; likewise, there
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were no nurses or paramedical workers, no health posts, and no service delivery
system for the rural population.

Those Nepalis who could afford to went to India for medical treatment. Most
relied on traditional remedies delivered by family members or on religious rituals
performed by indigenous practitioners, dhami-jhankri. These shamanistic healers
are still widely consulted today, but four decades ago they were the only providers
of rural medical care. Their treatments include worship, sacrifices, herbal
remedies, and ritual exorcism.

Nepal’s health sector needed everything: manpower, supplies, institutions,
physical infrastructure and an effective service delivery system reaching a widely
scattered rural population. Formal health service development began with the
organization of the Ministry of Health in 1956. Emphasis in the 1950s was on
expanding hospital-based curative services and training a basic corps of health
workers necessary to expand service delivery. USOM and WHO were the major
sectoral donors through this decade, though India, China, and the USSR also
contributed. USOM’s role as the major bilateral health donor in Nepal was
consistent with the prominent role it played in improving health in developing
countries around the world.

Early Efforts in Public Health

The Rapti Valley Development Project showcased USOM efforts in public health
service development. Beginning in 1957, medical services were introduced with
the establishment of two clinics in Hetauda and Bharatpur. These first operated in
modest thatched-roof buildings, later replaced by “modern” cement-block
structures. Speaking at the December 1963 inauguration of the Sri Mahendra
Adaraha Chikitsalaya in Bharatpur, Dr. Edward F. Crippen, chief of USOM’s
Public Health Division, noted:
The Rapti Valley Health Program has been ... a demonstration area that
has trained people and shown to communities what can be done by the
Malaria Eradication Program, sanitation and public health nursing
programs, and better understanding of disease through health education.
The largest health project during this period was the $1.1 million Assistance to
Public Health Services, the first of many efforts to develop a nationwide delivery
system for basic health services. Started in 1952 as Local Health Services, the
project provided technical advisors, participant training, commodities (including
hospital equipment and drugs) and local currency support for hospitals, health
centers and clinics throughout Nepal. USOM supported the establishment of a
Bureau of Local Health Services to work within the Ministry of Health. An
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organizational plan for a national health service was developed with the input of
HMG and various donor agencies, but implementing it within the narrow time
frame of the original project proved impossible. Efforts continued through the
following decade, as inputs were re-channeled through the Public Health
Administration project.

Training was a crucial element in developing a public health service. Through
the Nurses’ and Other Paramedical Workers’ Training Project, USOM provided
operational cost assistance and technical advice for the country’s first Nurse
Training School, opened in 1956 in Kathmandu. Enrolling students for the first
class was difficult, as both nursing and the concept of professional women were
foreign to Nepal. Enrollment was eventually stabilized, and the first class of 12
nurses graduated in 1959. In 1958 a Nurses’ Training Center was established in
Hetauda (later moved to Bharatpur in the Rapti Valley) to train Assistant Nurse
Midwives for work in rural areas. The Auxiliary Health Workers’ School was also
started in Kathmandu in the early 1960s.

USOM provided operational cost support and technical advice to all three of
these institutions. Along with WHO, USOM provided participant training abroad
for faculty members and nursing students. Public health (and later, family
planning) was a major category in participant training through the 1950s and
1960s, second only to agriculture. By 1971, 246 returned participant trainees were
working in health, most in government agencies.

Malaria: Eradication & the Beginnings of Control

Malaria was Nepal’s most serious public health problem of the period, afflicting
roughly 25 percent of the population. Cases numbered over two million per year,
with a 10 percent mortality rate that took an especially high toll among young
children. Malaria also had a substantial indirect effect in increasing the mortality
rate of other diseases.

Endemic malaria threatened the roughly 50 percent of Nepal’s population
living below 1,300 meters altitude. The southern border region was only
moderately infested, while the mid-Terai had a somewhat higher infestation rate.
The highest incidence occurred in the Inner Terai and the “forest fringe” areas
between the Terai and the Hills. Some of Nepal’s most potentially productive
agricultural land lay virtually untouched due to the virulence of the disease in this
region. The few scattered settlements existing here had an Annual Parasite
Incidence (API) of 80 to 90 percent, among the highest rates in the world.

Malaria control was an economic issue as well as a humanitarian one. The
disease kept some of the country’s most fertile fields and richest forest resources
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undeveloped, and exacted a high toll in inhabited areas as well. Malaria was
basically a rural disease, striking low-income areas vital to national food
production. The peak transmission season coincided with planting and harvesting.
When epidemics struck, crops were often left to rot in the fields for lack of healthy
workers. The chronic, recurring bouts of fever sapped energy that could be turned
toward economic development and production. Finally, there were political
considerations: Nepal’s total lack of health services was beginning to create a
small undercurrent of popular dissatisfaction. Gurkha soldiers were returning from
abroad with stories of the outside world, where modern medicine could cure many
illnesses.

USOM’s anti-malaria program began in November 1952, with the creation of
a malaria control office staffed by a part-time advisor and two Nepali technicians.
Fieldwork began the same year with a USOM /HMG spot survey of malaria in the
Kathmandu Valley and the insecticide spraying of 800 houses in Balaju. In August
1954 a joint HMG/ USOM project, the Insect-Borne Disease Control Bureau
(IBDCB) was initiated as a broad attempt to control all insect-borne diseases, with
a particular emphasis on malaria. The following year the fledgling organization
was assigned responsibility for anti-malaria operations nationwide (the Rapti
Valley was assigned to WHO as a pilot project), USOM provided the IBDCP with
funding, insecticides and technical advisors, who arrived in 1955.
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Roughly 45% of Nepal was malarious in the early 1950s; essentially
all areas below 1300 meters.

Both USOM and HMG were anxious to rapidly implement nationwide malaria
control, which promised substantial political benefits. Feasible malaria control
technologies had been demonstrated in other countries, and USOM believed
nationwide control could be rapidly achieved in Nepal (full-scale eradication did
not become the goal for several more years). The original anti-malaria project was
scheduled for completion in 1961.

As in other projects, USOM underestimated the resources and time required
for an effective nationwide effort. The IBDCB faced major challenges: rugged
terrain, minimal human resource support, and a near-complete lack of
epidemiological research defining the problem. Malaria control was starting from
scratch in Nepal, but USOM provided limited financial and human inputs. Two
advisors were assigned to the planned nationwide malaria program, only one of
whom was on duty at any given time.
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Mule train loaded with insecticide for malaria control, 1956.

When malariologist Dr. George J. Burton arrived in 1955, he found the
IBDCB lab equipped with four microscopes, a few test tubes and some slides. His
first act was to purchase enough equipment to give the Bureau “the most extensive
and best-equipped laboratory in Nepal” (Burton, 1957). The original team of
advisors intended first to perform a thorough epidemiological survey, necessary to
plan an effective, efficient program. Their plans ran aground when USOM and
HMG pressured the IBDCB to immediately expand the spraying operations begun
in 1954. Short-term political objectives won out over long-term needs, and the
spraying program was pushed ahead.

Advisors were also hampered by their poorly defined status. While the co-op
system gave U.S. co-directors wide latitude for financial and administrative action
in Kathmandu, the scope of USOM’s field technicians remained restricted. The
dearth of trained Nepalese experts, probably the program’s severest constraint, left
a vacuum of power which technicians for political reasons were unable to fill.
Confronted by tremendous needs and working with an understaffed, underfunded
organization, malaria control advisors were frustrated by their inability to do more.

USOM’s chief public health advisor, Dr. Raymond Stannard, wrote in his
final report in 1958:
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Since there are not even nationals in sufficient numbers who are qualified
or can be spared to do this training a greater responsibility of necessity
falls upon USOM technicians. It is well enough to say we are only
advisors ... but if we are to meet the most obvious needs in Nepal, we
must have technicians in sufficient numbers to actually organize and give
part of the actual instruction.

During its first year the IBDCB managed to spray 70,000 houses, providing
protection to over 335,000 people. The following year it was extended to over half
of the country’s malarial areas. But, as Burton pointed out in his 1957 report, “a
spraying program alone does not constitute a malaria control program.” Untrained
personnel provided inadequate coverage, leading to outbreaks in areas that had
been haphazardly sprayed and a consequent loss of credibility for the program. All
of the areas sprayed by the IBDCB eventually had to be resprayed.

Stannard’s final report contrasted the USOM approach with that of the WHO
anti-malaria program. Six WHO technicians had spent three years in the relatively
small area of the Rapti Valley, supervising malaria control efforts and training
Nepalese staff. While their project was successful, it could not have moved any
faster than it did; even after three years it required continued technical supervision.
WHO’s slow, cautious approach proved more successful than the ambitious
USOM project, which underestimated the resources demanded by Nepal. It was
WHO’s Malaria Control Pilot Demonstration Project, rather than the USOM-
assisted IBDCB, which proved the feasibility of malaria control.

In December 1958 the Nepal Malaria Eradication Organization (NMEQO) was
founded as an amalgamation of the IBDCB and the WHO project. USOM, WHO
and HMG committed to eradicating malaria within eight years, a deadline which
was to be extended several times and eventually dropped altogether in favor of
control. Malariologist Burton, in his 1957 report, discussed the possibility of
eradication:

1t stands to reason that anything is possible if conditions are right ... (but)
we cannot talk about eradication before we are first capable of achieving
control.

Poor supervision, program inefficiencies, and a shortage of competent
personnel had so far hampered the attainment of malaria control, but the new joint
effort promised a focused, directed approach with a far higher level of support.
USOM bore the major portion of costs, committing $3.35 million to the original
$4.27 million budget, including the cost of all insecticides and spraying equipment
and a team of advisors. WHO supplied field technicians, while HMG provided
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assistants and trainees. The creation of NMEO provided the long-term
commitment of money and manpower needed for effective malaria control. The
first five years of in-field experimentation had, at the very least, provided the
practical experience necessary to achieve the rapid and significant successes which
were to occur in the next decade.
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DEVELOPING A NATIONAL
SYSTEM OF EDUCATION

Education is the greatest force for building up a country — economically,
socially and culturally. The challenges have to be accepted by the
educators, who are the real builders of a nation.

—Aryal, 1970

Historical Perspective

Prior to 1951 in Nepal, education was treated as an active threat rather than as a
potential asset. During more than a century of authoritarian Rana rule, education
was restricted as part of the general policy of isolationism. Traditional forms of
education (generally religious) were virtually extinguished, and new institutions
were discouraged, except for a limited number of schools to educate the children
of Kathmandu’s elite. Nepal’s rugged topography and incredible linguistic
diversity assisted Rana efforts to keep the population isolated and uninformed. A
few Terai dwellers were determined and wealthy enough to import teachers and
teaching methods from India, but the vast majority of Nepalese had no access to
any kind of formal education. Not until King Tribhuvan regained power in 1951
was education recognized as a right of the people, and the development of a
comprehensive system of education considered.

Amid the dramatic changes of the early 1950s, Nepal recognized education as
essential to the spread of “a common language and a sense of national identity,”
and to providing “basic literacy and the skills and attitudes needed to forge a
modern unified nation” (Seller, et al., 1981). The country faced a formidable
challenge, however. Despite minor developments in education under the Ranas, in
1951 there were only 300 college graduates in all of Nepal, most of whom
graduated from Indian schools. Only two percent of the population was literate,
and less than one percent of school-age children were enrolled in school; there
were fewer than twenty trained teachers in the whole country. Among the many
constraints to development at the time, the most serious was the shortage of
educated men and women, and the lack of indigenous educational institutions.
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Beginning Educational Development

Nepal’s education sector faced an unusual situation in 1951: there were few
administrative policies or practices relating directly to education, and thus few
bureaucratic obstacles to developing a modern national educational system. A
rudimentary administrative body, the Directorate of Education, had been among
the Ranas’ few contributions to planned education, but it was inadequately
equipped to meet the tremendous demand for basic education which surfaced in
the early 1950s. As a consequence, the Ministry of Education was formed in 1951
to address the educational needs of the country as a whole, through development of
uniform policies and standards. In 1952 a nationwide inspection system was
established to administer and supervise schools.

The near-total lack of education infrastructure dictated that quantitative
growth would be of primary concern in the 1950s. Building and equipping schools
was considered relatively simple and inexpensive. Ensuring educational quality
posed a more serious challenge, as there were few trained teachers, no teacher-
training institutions, and no administrative system to establish educational
standards. Nepal decided early on that universal and planned educational
development was vital to fulfilling the educational needs of students and the
manpower requirements of the country.

USOM played a major role in facilitating education development in Nepal,
particularly through extensive assistance to primary school development. For well
over a decade, USOM/USAID financial assistance accounted for approximately 70
percent of all funds allocated for education development in Nepal. The U.S.
remained the largest and most influential donor in the education sector until 1972,
leaving an indelible imprint on the educational system.

Planning a System of Education

The National Education Planning Commission (NEPC) was formed in 1953 and
charged with developing a national educational system. USOM provided
significant financial and advisory support to the commission with additional help
from the Ford Foundation and other donors. The Commission began its work by
collecting the first comprehensive educational data in Nepal. This was done by
distributing 12,000 questionnaires through a field network created under USOM’s
Village Development Program. This nationwide survey encouraged popular
participation in designing a system of education, and allowed planning to be
tailored to actual, rather than perceived needs.
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The NEPC’s report, published in 1956, formed the basis for the first five-year
education plan released the same year, and served as a blueprint for comprehensive
education development until the National Education System Plan was introduced
in 1971. It recommended establishment of a nationwide system of tax-supported
free public education from the primary through the post-graduate level. Tax and
land reforms were targeted as prerequisites to financing education on a national
scale. Though government resources were to be budgeted for education
development, the commission felt financial support should come largely from local
resources to ensure participation and support at the village level.

Adult literacy was another priority, considered critical to the development and
survival of democracy. Though the choice of Nepali as the medium of instruction
was controversial, given Nepal’s diverse ethnic composition, the commission
insisted on this point in order to promote national unity. By developing a national
system of education the commission hoped to contribute to increased productivity
raise the standard of living, and improve citizenship along democratic lines. The
urgent need for skilled workers to carry out Nepal’s development, coupled with the
rising demand for education, forced HMG to implement some of the commission’s
recommendations before the report was even published.

U.S. Assistance to Education Administration

When USOM began assisting education in 1953, no uniform policies directed the
course of education development. While HMG had established rudimentary
administrative structures, political turmoil and a shortage of skilled manpower
prevented administrators from implementing a consistent policy. USOM
recognized the need to aid development of Nepalese educational institutions in
order to improve and develop supervisory and administrative practices, to assist
policy development, and to effectively coordinate and administer education
programs.

Nearly every USOM project in education was at least partly concerned with
establishing an administrative structure to direct the education system. USOM’s
earliest efforts to bolster administrative capacity were directed at strengthening the
Ministry of Education and the Inspectorate of Schools through in-service training
and provision of equipment. Between 1959 and 1961, USOM’s contributions
included developing a corps of district level education inspectors, upgrading
Ministry of Education staff officers, and constructing zonal education offices. In
addition, USOM sponsored training in the U.S. and India for Nepalese educators.

Though HMG had established a Board of Education in the early 1950s to
determine education policy, the National Education Planning Commission
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constituted in 1953 made the Board’s existence irrelevant. However, the
commission was dissolved in 1956 following publication of its plan for
educational development, and no replacement body was formed to assume
responsibility for implementation. The Ministry of Education, which should have
filled the leadership vacuum, was too vulnerable to the political turmoil of the
1950s to be effective.

Cooperative Services for Education Development

Throughout the 1950s, Nepal’s constantly changing governments slowed the pace
of development, though the political flux tended to lead more to inaction than to
active opposition. Acquiring legal status for the newly formed College of
Education, for instance, was repeatedly postponed because no government was in
power long enough to sign the necessary documents. Though the political situation
did not hinder education expansion, it often had an adverse effect on policy
development. There was a constant orientation problem with new governments,
and at times there was no Education Minister or Secretary to make policy
decisions. The Cooperative Services for Education Development helped fill the
leadership void, providing guidance for implementation of education programs
throughout the country.

The Cooperative Services for Education Development was an adjunct of the
1954 agreement establishing funds for the joint administration of USOM projects.
This system provided a degree of insulation from political turmoil. Under it,
political instability was usually manifested by HMG’s 40 percent contribution to
the Joint Fund being delayed or not made at all; bills accumulated, payrolls were
not met, and the procurement of supplies and equipment was held up. USOM’s
input covered the cost of development and distribution of textbooks and other
educational materials and equipment, and construction of schools and
administrative offices, while HMG provided money for teachers’ salaries.

USOM’s education projects, which achieved high-profile gains, relied heavily
on Nepalese counterparts and staff in designing and implementing appropriate
activities. HMG counterparts were provided with state-of-the-art equipment,
training, and financial assistance to encourage innovation. USOM’s support for
innovative ideas was in sharp contrast to traditional HMG administration, a static
and hierarchical structure which actively discouraged innovation. At times,
USOM’s development-oriented projects were stymied by bureaucratic inactivity;
partially a result of political turmoil, but also a consequence of disparities in the
attention and credit given to those employed under USOM’s projects, compared to
civil servants. In fact, USOM’s projects could not have succeeded without the
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cooperation of civil servants in the Ministry of Education, who provided a degree
of consistency when political turmoil would otherwise have sidelined education
activities.

Development in the education sector outpaced overall development in Nepal.
Rapid and dramatic gains were made in education because of the National
Education Planning Commission’s comprehensive development plan, and
competent and dedicated Nepalese counterparts (most notably Troilokya Nath
Upraity, who was one of the first Nepalese participant trainees, a co-director of the
University of Oregon project team, and the first dean of the College of Education).
It was the only development sector capable of using its full budget allocations
during the 1950s. Education activities were able to absorb unobligated funds from
other sectors as well.

USOM’s Education Projects

No matter who you talk to in Nepal, everyone agrees that the most
important thing AID has ever done here is its work in the education
sector.
— USAID Program Officer and former Peace Corps Volunteer
USOM’s education activities began a year before the National Education Planning
Commission was constituted in 1953, and several years before a comprehensive
plan for education development was conceived. Because of the lack of statistics for
accurately assessing educational needs, early projects in the education sector were
largely ad hoc. Later, USOM’s education projects adopted a more systems-
oriented approach as a national plan for education development emerged.

USOM’s main educational objective was to establish a basic education system
in order to provide a permanent means of meeting Nepal’s need for educated and
trained citizens. In a general sense, upgrading the educational level of the general
populace was considered fundamental to progress in development and democracy.
On a more specific level, the country desperately needed skilled administrators and
technicians. USOM’s in-service and participant training programs helped alleviate
some of the most urgent requirements. USOM’s education activities began in
1952, as a sub-component of the Village Development Program, and were limited
to construction of physical infrastructure and some in-service training. By the
following year, coinciding with HMG’s targeting of education as a developmental
priority, USOM accorded its education activities separate project status. The
broadbased Educational Activities Project began in March 1953 as a collection of
ad hoc activities aimed at providing Nepalese with the skills to actively participate
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in a democratic society. Project activities included teacher salary support for
existing schools, construction of new primary and secondary schools, nonformal
education programs in adult literacy, radio education for adults, informal radio
programs in agriculture and health, and education materials development.

A second project, Teacher Training and Related Activities (1954-58), was a
more systematic effort, focusing on planning a comprehensive system of
education, teacher training through in-service training and institutional
development, and training Nepalese education administrators. Since no members
of the first USOM team were educators, USOM contracted the services of
education specialists from the University of Oregon to administer the project’s
technical activities.

Activities under these projects were for the most part complementary, the
major difference being the manner in which they were conceptualized and
implemented. The Educational Activities Project was conceived by the first Point
IV team as a single component of an integrated package also covering health and
agriculture. Activities were thus aimed at satisfying short-term quantitative goals,
and implemented without consideration for their potential usefulness to the
education system as a whole. The Teacher Training and Related Activities Project
was conceived by education specialists from the University of Oregon, and
embodied a planned approach to educational development. Because USOM did not
have a permanent education advisor on its staff until 1956, both projects were
administered by Hugh B. Wood, chief of the University of Oregon team, who
acted as de facto Chief of Education for USOM.
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Mission Director Paul Rose and Minister for Education Dilli Raman Regmi,
signing the agreement for the Teacher Training and Related Activities Project
(also shown Hugh Wood, Education Advisor (ISOM, and T. N. Upraity, Deputy
Secretary for Education), June 26, 1954.

Following the arrival of USOM’s first education advisor in 1956, a conflict
over administration of USOM’s two education projects erupted which at times
brought implementation to a standstill. The dispute concerned the inherent
disparity between the Mission’s direct-hire employees serving the interests of
Washington, and its contracted employees presumably serving the interests of their
parent organization, the University of Oregon. USOM’s direct-hire education
advisors questioned the ability of contract employees to carry out education
activities in line with the Mission’s overall development policy. The dispute was
resolved in 1958 when, despite earlier plans, Mission Director Russell Drake chose
not to renew the University of Oregon’s contract. Aside from political infighting,
he felt that education activities should be scaled back to let other development
sectors catch up. The two education projects were subsequently combined under a
single project, Education Development.

As a result, USOM’s advisory services were curtailed, though financial
support continued at its previous levels. Administered by non-specialists who had
other USOM duties, the education program became less effective and involved.
Compounding this, the termination of the University of Oregon contract coincided



58 Half-a-Century of Development

with the dissolution of the Cooperative Services Agreement in education. Long-
term effects, however, were less negative: participant trainees assumed leadership
of the program, and by 1959 Nepal’s education program had blossomed into a full-
scale systematic approach to education development.

Primary Education: Developing a National System

In 1951, Nepal had 321 primary schools, enrolling less than one percent of primary
school-age children (between 6 and 11 years). USOM’s earliest primary education
activities centered on infrastructure development as the simplest and most efficient
means of providing universal access to education, financing the construction of
200 primary school classrooms. Though quantitative gains were the primary
objective, the need for teachers and curriculum development was also recognized.
In all of its education activities, USOM sought to encourage local participation in
education development, in accordance with the NEPC plan to improve the quality
of local schools by directly involving communities. Villagers were required to
provide school buildings, and local teachers were trained as staff.

One of the greatest challenges to the systematic development of education in
Nepal was establishing and maintaining universal education standards. In 1951, six
different methods of instruction were being used in primary schools: one based on
the Gandhian system of education; another following the British model of
instruction; others developed for religious instruction and the study of Sanskrit, or
combining elements of various instructional philosophies. Efforts to standardize
primary education were hindered by the lack of sufficient instructional materials
and adequately trained teachers, and further complicated by the use of the
vernacular as the medium of instruction in different regions of Nepal. HMG’s
articulated standards included requiring Nepali as the medium of instruction, using
standardized textbooks, and providing primary teachers with basic teacher training.

Backed by extensive USOM. financial and technical support, HMG provided
operating expenses and teacher training to entice existing schools into compliance
with its standards. Schools which refused to comply lost government sanction to
operate, though this did not prevent existing schools from operating and new
schools from opening without government sanction. By mid-1957, 316 new
primary schools were operating with 570 teachers. By the end of 1957, USOM and
HMG had agreed to add 220 additional trained primary teachers to the Joint Fund
payroll to serve as substitutes for teachers being trained under the College of
Education’s new in-service training program.

Attempts to standardize education met with minimal success, largely because
HMG had insufficient administrative personnel to supervise and evaluate school
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performance. In addition, USOM’s efforts to develop primary education were
impeded by the lack of consistent HMG policies, which made it difficult to
determine targets for the number of schools to be opened or the number of teachers
to be trained. Because administrative structures outside the Kathmandu Valley
were virtually non-existent, primary education development suffered from a lack
of adequate field supervision and administration. To alleviate the problem, in 1957
USOM assisted HMG in establishing an advisory system, providing in-service
training for local officials and constructing district and zonal education offices. In
1958, HMG approved a plan to make District Inspectors of Schools responsible for
all new primary schools. This move, which included shifting control of records and
funds from Village Development Centers to District Education Inspectors, was
among Nepal’s earliest experiments with decentralized administration.

Financing Primary Education

Supported by USOM, HMG provided free textbooks and other instructional
materials for the primary level. Because Nepal was comprised of cash-poor rural
communities, primary teachers’ salaries were financed as well, though payment
was complicated by transportation difficulties, by the lack of a decentralized
administration to make payments on behalf of the central government, and by
HMG’s inability to contribute to the Joint Fund on schedule. However, Nepal’s
dependence on foreign assistance to finance primary education was considered
unacceptable for a modern nation.

In an effort to make primary education self-sufficient, USOM and HMG
worked out an agreement under the Cooperative Services for Education
Development to transfer responsibility for financing teachers’ salaries to local
communities. It was decided that the Joint Fund would pay 100 percent of new
teachers’ salaries in their first year of teaching, 75 percent in the second, and 25
percent in the third, at which time the local community would assume complete
responsibility for financing teachers’ salaries. This plan was based on the National
Education Planning Commission’s recommendation to support public education
with local contributions.

Unfortunately, the experiment failed because of the lack of local authorities to
collect and disburse revenues, and because USOM and HMG failed to comprehend
the limited economic resources of local communities. By the third year, when
teachers were working for one-fourth of their salaries, HMG realized that in order
to support a universal, free system of primary education, it would have to assume
100 percent of the costs for teachers’ salaries, a policy which it maintains to this
day.
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Achievements in Primary Education

Considering the massive political, administrative, economic, and geographic
constraints Nepal faced, USOM’s efforts in the 1950s to assist development of a
comprehensive, free, and universal system of education were remarkably
successful. By the end of the decade, a new curriculum for primary schools had
been adopted by the Department of Education; 500 classrooms and three model
elementary schools had been established (the figures do not account for the schools
springing into existence seemingly daily under thatched roofs and in the open air);
200 new schools had received financial aid for the purchase of equipment; 1,500
new classrooms had been provided with trained teachers; and 20 new primary level
textbooks had been published.

As USOM was the only donor involved in primary education development at
the time, U.S. technicians and their Nepalese counterparts can take full credit for
the educational achievements of the decade. Unfortunately, though coordinated
efforts were able to meet quantitative goals, quality primary education remained
elusive. The growing number of schools outstripped HMG’s ability to produce
trained teachers and instructional materials for standardized primary education.
Both HMG and USOM took consolation in the belief that educational quality
would improve automatically as villages experienced general development. In the
latter half of the 1950s, USOM began focusing on institutional development to
ensure a nationwide impact in educational improvement.

Secondary Education: Multipurpose High Schools

The National Education Planning Commission’s 1956 report suggested secondary-
level vocational education, popular in the U.S. at the time, as the best way to
involve the population in national development. Since few secondary schools
existed, changing the secondary-level curriculum presented few obstacles beyond
financial and manpower constraints. USOM helped develop a program to
supplement the standard curriculum with agricultural and other vocational courses.

Though USOM concentrated primarily on primary education throughout the
decade, the need for a secondary education program became increasingly clear as
the number of primary-level graduates grew. USOM responded to a limited extent
by establishing several experimental secondary schools and providing some in-
service teacher training. The first Multipurpose High School was opened in 1959
in Pokhara, and others soon followed. The type of vocational courses offered at a
given school depended upon the needs of the local community, though agriculture
was an obvious choice.
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Though vocational education had been identified as a viable means of
providing local populations with necessary development skills, its use on a
national scale was not seriously considered until the late 1960s. This was due to a
lack of financial resources, trained teachers and appropriate instructional materials.
During the latter half of the 1950s, some secondary-level teacher training was
provided at the College of Education and other colleges, but it focused on subject
matter rather than teaching methodology. Twelve secondary school teachers
graduated from the College of Education by 1960, and 45 high school teachers
attended a one-year course to improve their English teaching.

University Development

USOM involvement with higher education, originally limited to the College of
Education and its teacher training extension activities, expanded to include
development of a national university system as the demand for indigenous
institutions increased. In 1952, there were two colleges in Nepal. By 1954 the
number had grown to 14, with a total of 915 students and 86 teachers. Prior to
1951, existing colleges accredited their degrees through Indian universities. In
1959, Tribhuvan University was established, and all existing colleges were
incorporated under it.

The National Education Planning Commission had recommended
development of a national university to provide technical training to meet Nepal’s
skilled human resource requirements. Planning for a national university was
participated in by USOM, India, the Ford Foundation, Britain, and the United
Nations. The original plan for a unified system of higher education developed by
the University of Oregon team was based on the U.S. model of autonomous
universities. India, however, was disturbed by USOM’s heavy influence in
education, especially in politically sensitive higher education. The University
Commission was sympathetic to Indian complaints, and discarded this proposal in
favor of the Indian model of central accreditation. USOM’s role in the
development of a national university was consequently greatly diminished.

The University Commission did accept an American architect on a one-year
assignment to design nine university buildings. HMG also accepted a U.S. grant
for the construction of the new College of Education and the Laboratory School, to
be located on the Tribhuvan University campus at Kirtipur. In addition, USOM
assisted with the establishment of T.U.’s Central Library (a total of 15,000 books
were given to the Central Library and to the College of Education), and the
University Press. USOM later contributed to development of Amrit Science
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Campus through a teacher training program and provision of buildings and
equipment.

Teacher Education

USOM originally intended to treat educational development as a sub-component of
a comprehensive multi-sectoral program. As it became increasingly involved in the
education sector it became obvious that USOM’s construction-oriented efforts,
rather than alleviating the demand for access to basic education, were complicating
an already desperate situation. Nepal required not just physical facilities, but
trained teachers to staff its schools, and a cadre of educators and educational
administrators to train teachers in-country. To meet the country’s educational
manpower requirements, USAID focused a high percentage of its efforts on in-
service and participant training for education administrators and primary and
secondary school teachers.

Teacher Training: Institutional Development

Teacher education has been the single largest sub-sector of U.S. education
assistance to Nepal, receiving increased emphasis as the number of primary and
secondary schools grew. Most activities were carried out under the Teacher
Training and Related Activities Project run by the University of Oregon contract
team. USOM’s first efforts were directed at training institutes for primary and
secondary school teachers. They quickly expanded to include training for
administrators and educators to operate these institutes, and staff other educational
institutions.

The National Education Planning Commission had urged immediate
establishment of short-term training courses for teachers. In response, the first
Teacher Training Center was opened in 1954 at Tahachal in Kathmandu under
joint USOM/HMG auspices. This teacher training facility was based on the normal
school method of teacher education for rural populations which originated in the
U.S., and replaced the Basic Teacher Training Institute established in 1949, which
was patterned on the Gandhian philosophy of “appropriate” rural education. The
first group of primary-level trainees was placed in Kathmandu.

Though it was a sound beginning, Nepal needed a large-scale, permanent
training capability. The College of Education was planned to become the leading
teacher training institute in Nepal. In 1955, under the University of Oregon
contract, eight scholarships were provided for Nepalese trainers from the Teacher
Training Center to study various aspects of education and administration in the
U.S. The participants were to return to serve as administrators at the new
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institution. While at the University of Oregon, the group developed plans for the
College of Education, including designing syllabuses, textbooks, and other
materials.

PARTICIPANT TRAINING AND EDUCATION

DEVELOPMENT

Of the 44 Nepalese trained by USOM between 1951 and 1955, 41 percent
were trained in the field of education. Between 1956 and 1961 this dropped to
25.3 percent of all trainees, but the total number trained in education
contributed significantly to the establishment and institutionalization of
teacher training in Nepal. Participants were trained in the U.S., most at the
University of Oregon, in various aspects of educational administration. Many
returned to work on USOM’s education projects, while others operated
Nepal's fledgling educational institutions.

The impact of such training on Nepal’s educational development is perhaps
best discussed by letting the trainees comment for themselves. The following
quotes are excerpted from a March 1990 evaluation report of USAID’s
participant training program over forty years:

Teacher training was a new concept for Nepalese educators in the 1950s.
Participant training gave them an opportunity to understand it [education]
and its different dimensions. Knowledge of techniques of teaching and
learning helped teachers very much. Participant training familiarized the
faculty at the Institute of Education with the U.S. system of education and the
emerging concepts of teacher education. It helped the dissemination of new
ideas and techniques in the country.

—a trainee and prominent educator

Participant trainees in the Institute of Education significantly contributed to
the growth and development of teacher education, although the nature and
extent of individual contributions varied. As a dean of the Institute of
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Education, I introduced many innovative programs such as On-the-Spot
Primary Teachers Training Program, Remote Area Teachers Training
Program, and a one-year M.Ed program. These programs are most relevant
to the needs and economy of the country.

—a trainee and former Dean of the Institute of Education
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Hugh wood and family with the first groupof Nepalese participant
trainees in education, returning to Nepal, june 1956.

The College of Education opened within six weeks of the group’s return to
Nepal in 1956. It included departments covering all aspects of education and a
publications division. From the beginning, it was administered solely by Nepalese.
The college was the first degree-granting institution in Nepal, providing courses
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leading to the B.Ed, and later, post-graduate courses leading to the M.Ed., as well
as extension courses and field services for the training of rural teachers. Involved
in all aspects of education through its various departments, it was an early and
successful example of U.S. involvement in institutional development in Nepal.
Department staff were responsible for infusing Nepal’s education sector with
innovative approaches to education and administration. USOM provided training
for the administrators, operations support, equipment and instructional materials.

The College of Education trained 96 teachers in its earliest programs,
including 75 normal school instructors, and provided in-service training for 100
school administrators. Another 150 students were enrolled in its secondary school
teacher training program. The number of primary level trainees, however, was still
insufficient to supply Nepal’s rural areas, where schools were either staffed by
untrained teachers or lacking teachers altogether.

Normal Schools: Rural Teacher Training

Training teachers who would remain in the villages was the most
significant aspect of the whole program of the development of education
in Nepal.
— Hugh B. Wood, 1987
To meet the demands for qualified teachers in rural areas, mobile normal school
teams were established to train villagers as teachers. These training teams were
taught by the staff of the College of Education, and were composed of teachers
representing reading, math, social science, and science. Each team included a
professional trainer to provide instruction in teaching adult literacy classes. As an
added incentive, those trained to teach adult literacy were given a 15 rupee bonus
for every class taught (25 percent of their monthly salary). The normal school
teams also taught teacher trainees how to set up a library, make blackboards and
devise substitutes for chalk.

Mobile normal school teams worked in all of Nepal’s district headquarters
(then numbering 32). They taught anyone who was interested, but gave preference
to those who were literate or had previous education. Their objective was to train
teachers to return to their villages and set up schools. USOM provided each newly
trained teacher with a box filled with a year’s supply of expendable classroom
materials to get the schools underway. By 1961, nearly 4,000 primary teachers had
been trained at 25 Normal School Centers, an average of 700 teachers per year.
This in-the-field training method proved to be an economic means of training rural
teachers in Nepal. Unfortunately, because of HMG’s inability to absorb the newly
trained teachers, in 1958 targets were reduced to training 105 new teachers per
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year, as opposed to the National Education Planning Commission’s recommended
target of 1,000 per year.

Demonstration (Laboratory) Schools

Under the College of Education, an experimental demonstration school was set up
in 1956 to introduce innovative administrative and teaching methods to college
students and the normal school teams. This Laboratory School was operated by
members of the first group to study at the University of Oregon. An outstanding
example of their innovation was the attempt to address the needs of handicapped
students. Though there was no provision for special education under USOM
projects, several blind students were integrated into the school’s regular program.
Another innovation was devised by a former participant trainee who developed an
intelligence test for students based on Nepalese culture. A second demonstration
school set up in Pokhara in 1959 included a laboratory school, dormitory, and
teachers’ quarters.

Achievements in Teacher Training

During 1958, USOM financed an intensive evaluation of all teacher training
activities, including programs under the College of Education, the Normal
Schools, and the Laboratory Schools. The evaluation team, comprised of
Americans and Nepalese, concluded that USOM/HMG joint efforts to develop a
corps of trained teachers for the country had been successful, particularly the
participant training program, as evidenced by the high percentage of returnees
working in USOM education projects or in government administration. By
December 1958, all education institutions established with USOM assistance —
the College of Education, Bureau of Publications, Bureau of Research, three
Laboratory Schools, and the Normal Schools — were operated by returned
participant trainees. USOM not only successfully trained Nepalese to carry out its
education program in Nepal, it also helped to create a corps of skilled
administrators to initiate and carry out larger education development programs for
HMG.

Nonformal Education

Adult Literacy

USOM targeted adult literacy in 1953, as a means to provide the adult population
with the skills to participate in a democracy. In 1953, USOM contracted with Dr.
Frank Laubach of the World Literacy Foundation to prepare basic materials for
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adult literacy instruction, work which produced some of the first Devanagari
alphabet charts. Dr. Laubach also helped produce the four-part Manohar Basic
Series of basic literacy materials, which was used extensively in adult literacy
classes throughout the country.

USOM’s adult education efforts increased in scope under the Educational
Activities project, begun in 1954. Literacy training was carried out by normal
school teams and through more formal programs operated by the Ministry of
Education. At the end of four years, 35,000 adults had been trained to read and
write and 200,000 copies of adult education materials, in eight titles, had been
published and distributed. Between 1958 and 1961, the adult literacy program was
greatly expanded, enrolling 10,000-12,000 adults annually.

The chief obstacle to adult literacy classes was the distribution of instructional
materials, hindered by a lack of basic transportation infrastructure and insufficient
manpower. These difficulties were surmounted in part by using mobile normal
school teams to distribute materials.

Adult literacy materials were developed primarily by educators at the Bureau
of Publications, under the College of Education. The college’s Adult Literacy
Division was headed by a returned participant trainee who had specialized in
literacy development and instruction at the University of Oregon. The division was
responsible for training normal school teams to teach literacy to adults in rural
areas. This man was at the forefront of national literacy program development, and
provided substantial advisory assistance to the USOM/HMG adult literacy
programs.

The Ministry of Education and the Bureau of Publications collaborated in
publishing instructional materials, including two supplemental readers, several
posters, and a bi-monthly literacy magazine which was well received in Nepal. The
magazine was provided free of cost to literacy classes throughout the country, to
libraries (under the project, 150 libraries were established in schools throughout
the country), and to government departments and other agencies. Field evaluations
showed that the newly literate benefited from the publications. The Ministry of
Education and the Bureau of Publications also collaborated in producing a series of
specially illustrated pamphlets designed to sustain the reading abilities of the
newly literate. The series included such titles as “All About Tuberculosis”, “All
About Cholera and Typhoid”, “Basic Food Groups”, and “All About Elections”—
which described voting procedures, democratic principles and citizens’ roles in the
1959 election. Between 1954 and 1961, 900,000 copies of nine booklets, plus
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graphs, posters, and literacy certificates, were produced under the Educational
Activities project.

By 1960, the national literacy rate had risen from two percent in 1951 to 8.9
percent. Despite the relative success of adult literacy programs, the programs were
not institutionalized due to limited financial and manpower resources and HMG’s
ad hoc approach to development. Continued USOM support was required to
maintain established program levels.

Radio Education

USOM’s earliest forays into the realm of nonformal education focused on adult
education through radio programming. Radio waves had the power to overcome
transport and manpower constraints, providing a fast and cost-effective means to
reach a large adult audience.

The intent to educate rural adult populations through radio programming was
commendably innovative and practical, given Nepal’s unforgiving topography.
The extent of Nepal’s ability to broadcast, however, was extremely limited in the
1950s, and few Nepalis owned radios or had access to them. USOM’s efforts to
promote radio education led to the establishment of a modest recording studio
which began operating at the College of Education in June 1958. Radio scripts
were written and programs planned at the college as well.

USOM began limited experiments in radio education by purchasing 100 radio
sets and providing technicians to prepare a special radio program. To facilitate
broadcasting of its educational programs on health, agriculture, and current events,
USOM also provided assistance to Nepal’s fledgling radio station, Radio Nepal, in
the form of buildings and equipment.

Unfortunately, the program faced unexpected resistance from the initially
enthusiastic HMG, which was reluctant to distribute multi-channel radios because
they were able to pick up Indian stations. Access to these Hindi-language stations
was thought to conflict with the attempt to impose Nepali as the national language.
After nearly two years of discussion, permission to distribute the radios was finally
granted. Many were then found to be inoperable as a result of poor storage
facilities, and a high percentage were cannibalized to provide parts to restore the
remainder to working condition. Eventually, during the latter half of 1958, Radio
Nepal began broadcasting two half-hour programs per week: an informational
program for primary school children, and an informational program for new
literates. These radio education information programs were well received, and
continued to be broadcast during the next decade.
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Education Materials Development

USOM provided financial and advisory assistance for developing, publishing, and
distributing instructional materials in Nepal, hoping to strengthen the indigenous
capacity to develop materials appropriate to educational and developmental goals.
In 1956, USOM assisted with the establishment of the Bureau of Publications
under the College of Education. Assistance was intended to help Nepal build the
institutional capacity to produce education materials appropriate for Nepal. The
Bureau’s first publications included teacher education materials and a series of
textbooks for the five primary grades. Sample materials were brought from the
U.S. by the first group of participant trainees.

At the time the Bureau was established, the Gorkhapatra, Nepal’s national
newspaper, housed the only printing facilities in Nepal. Initially, instructional
materials were printed in Bombay, but the responsibility was soon transferred to
Nepal in hopes of building a local publishing capability. While this slowed
production (local firms were not equipped to handle the required volume), it
reduced the amount of time needed to communicate with and transport materials
from India.

USOM contributed tremendously to available reading materials through
development of textbooks and instructional materials, adult literacy materials, and
special publications such as pamphlets and a literacy magazine. USOM’s
assistance to education materials development during the decade laid the
foundation for expanded involvement in the 1960s.

Assessing USOM’s Impact

USOM’s comprehensive approach to the development of Nepal’s education sector
produced commendable results. Despite tremendous constraints, including
constant political turmoil throughout the decade, USOM helped build a substantial
foundation upon which to base future education development. While most growth
during the decade was quantitative, by 1959 the framework existed upon which to
continue developing qualitatively.

USOM’s most significant achievement, according to Troilokya Nath Upraity,
was that “USOM gave the country, through education, and particularly through
teacher training, the concept of modern education, and then helped spread this
concept to a national system reaching all over Nepal.”
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TRANSPORTATION AND
COMMUNICATIONS

The Nepalese Context

In 1951 Nepal was, in a modern sense, one of the least developed countries in the
world; operating almost entirely on human and animal power. Beyond the
Mercedes of the ruling Ranas and the festival carts of the Kathmandu Valley,
wheels were scarcely known in mountainous Nepal. The first oxcart arrived in
Pokhara in 1953 — by air.

Transport in the Hills and Mountains was (and still is) largely on foot. Goods
are moved by porters and pack animals along the country’s 15,000-20,000
kilometers of narrow, frequently steep trails. The Nepalese are an exceptionally
mobile people, and by some estimates, two million people walk these trails every
year on one- to two-month trading trips.

Before 1950, a visit to Kathmandu required nearly four days of travel by
railway, motor car, and foot from India. The journey was an adventure in itself.
Former Mission Director Carter Ide recalled: “Ambassador Bowles, Ambassador
to India and Nepal, told me he had to ride a horse up to Kathmandu, dust off his
top hat and tails, and then ride back to the Terai, with days of sore bones to
commemorate the event.”

The opening of a regular Kathmandu-Patna air service in 1950 shortened the
journey to 50 minutes, but few Nepalis could afford to fly. The country’s internal
transportation infrastructure was limited to 376 kilometers of rough track in the
Kathmandu Valley and the Terai. Ironically, the rugged terrain of the Hills made
villages 50 kilometers from Kathmandu more isolated and difficult to reach than
the Indian border. Nepal may appear small on a world map, but its interior is
unexpectedly vast. An early USOM pamphlet pointed out that although the U.S. is
70 times larger than Nepal in area, “from a transportation point of view, Nepal is
20 times the size of the United States. In the U.S., any point can be reached within
24 hours; in Nepal, to reach the furthest point takes three weeks.”
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Political and Economic Factors

Nepal’s lack of transportation seriously constrained national integration and
economic growth, and both USOM and HMG viewed a minimal level of physical
infrastructure as essential. HMG was motivated by a desire to increase internal
security and political unity, while USOM looked principally at the potential
economic benefits of improved transport. A minimal network of road and air
transport could reduce the isolation of economically vital areas and expand inter-
regional trade, as well as simplify the logistic difficulties of delivering inputs
necessary to development.

Transportation was also essential in knitting diverse regions together into a
single nation. In the early 1950s, many locations in Nepal were virtually
unreachable from Kathmandu. Travelers found it far easier to journey on Indian
railroads and roads to a point roughly south of their intended destination, then
cross the border and walk northwards.

Propelled by these motives, transportation development (primarily road
construction) became a top priority for both USOM and HMG, beginning in the
latter half of the 1950s as funding levels increased. The sector averaged 35 to 40
percent of total public development expenditures in Nepal’s first four economic
Development Plans (covering 1956 to 1974). U.S. assistance was similarly high.
Transportation led all USOM/USAID sectoral expenditures between 1951 and
1971, with $30 million expended.

As it had in other sectors, USOM originally assumed that ambitious goals —
in this case, a rudimentary transport network — could be rapidly developed with
only technical assistance and funding. This reliance on the catalytic effects of
knowledge and applied technology was misplaced: Nepal’s rugged topography
defied U.S. “know-how”. Even in the flat Terai, new roads were threatened by the
tremendous monsoon rains; pushing them through the Hills, much less the
Mountains, was an entirely different matter. Steep slopes, frequent landslides and
heavy seasonal rains posed major engineering challenges. Road-building in Nepal
demands high expenditures and constant, sophisticated maintenance. These
realities discouraged the achievement of USOM’s optimistic early goals in the
sector.
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Early Projects

The RTO

USOM’s first road-building effort was the 87-kilometer link between Bharatpur
and Hetauda, part of the Rapti Development Program, constructed with flood relief
funds and completed in 1959. In January 1958 the Regional Transport
Organization was formed under a tripartite agreement between the U.S., India and
Nepal. The tripartite structure was suggested by USOM when funds became
available through its Asian Economic Development Fund, a regional fund created
to finance projects assisting two or more countries.

The RTO’s goals were to stimulate trade and improve communications
necessary for political and administrative integration, by developing a national
road system. The first goal was the construction of 1,441 kilometers of roads in
five years. This estimate was remarkably optimistic in view of Nepal’s topography
and the organization’s ensuing administrative difficulties. It was, in fact, little
more than an educated guess made by Mission Director Paul Rose in order to
utilize the suddenly obtained funding. USOM financed the major share of
operations, contributing $5 million in engineers, heavy equipment and local
currency support (India contributed $1.76 million; Nepal, $466,700.)

Organizational complexities plagued operations from the beginning. The
Office of Chief Engineers charged with planning, organizing, and supervising
project activities proved ineffective. U.S. and Indian engineers used different
design and administration procedures, and the Nepali engineer who was supposed
to coordinate efforts was unable to control the resulting competition. The project
was conceptually flawed from the beginning by the assumption, shared by USOM
and India, that Nepal was ready to administer a highly complex and sensitive
organization.

The RTO soon fragmented into components, as the U.S. and India went their
separate ways. USOM’s major contribution under the project was beginning the
widening and paving of the existing 60-kilometer track from Raxaul to
Amlekhganj, which joined the Indian-constructed Tribhuvan Rajpath to
Kathmandu. Previously, the narrow, rutted track was transformed into a sea of
mud during the monsoon; upgrading it provided relatively easy land access from
India to Kathmandu for the first time.
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By 1959, the RTO’s goals had been reduced to 28% of the originally
proposed road length. Even these proved impossible to implement.

The RTO’s over-ambitious goals were cut to 28 percent of the original
proposed mileage in 1959. The revision included construction of the Kathmandu-
Trisuli highway, and roads from Pokhara to Butwal and from Kathmandu to
Janakpur. Even these reduced goals proved impossible to achieve, however, and
the project was terminated in June 1962, six months ahead of schedule. Despite
combined expenditures of $7.5 million, the RTO’s accomplishments were
negligible. It had completed about 640 kilometers of roadwork (grading, paving, or
graveling), the majority of it resulting in two-foot wide track. None of the roads
connected major centers. To make things worse, $1 million in heavy construction
equipment left to Nepal’s public works department was soon being used in the
construction of the Chinese-built Kathmandu-Kodari road — a project USOM had
no desire to support.

The Hetauda-Kathmandu Ropeway

An innovative project suited to Nepal’s mountainous terrain was the Hetauda-
Kathmandu ropeway, started in 1959. The 45-kilometer aerial cableway was built
to carry freight from the developing industrial town of Hetauda, at the edge of the
Terai, to Kathmandu. By directly traversing two high ridges, it cut off two-thirds
of the distance required to haul freight by road.
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The ropeway was intended to provide a dependable, economic, all-weather
means of supplying essential items (primarily food) to the Kathmandu Valley. It
would prove particularly advantageous in the monsoon, when landslides frequently
block road access to Kathmandu. By utilizing local electricity rather than imported
diesel fuel, the ropeway was designed to save precious foreign exchange and
reduce the cost of hauling goods by truck over the steep, winding Tribhuvan
Rajpath.

This project replaced and extended a 22-kilometer mono-cable ropeway which
had been operating from the Terai town of Dhursing into the Kathmandu Valley
since 1927. The new system’s capacity was 25 tons per hour, three times that of
the earlier one. USOM contributed $4 million and hired Riblet Tramways of
Spokane, Washington for the installation. The project was the most technically
advanced enterprise ever attempted in Nepal at the time and it demanded
incredible effort. It was supported by 280 steel towers, which were fabricated in
the U.S., shipped to India, carried in pieces to sites and assembled on the spot.
Tremendous lengths of steel cable were hauled into position by long lines of
porters maneuvering down narrow, steep, mountain trails.
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Steel cable being carried into position during assembly of the Hetauda-
Kathmandu Ropeway.
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Construction proceeded without major difficulties until a test run was made in
1962. When the cableway was operating, all the lights in Kathmandu dimmed. The
capital’s power supply was insufficient for the scheme. The power shortage and a
number of technical and administrative difficulties slowed the completion of the
project.

The ropeway was completed in April 1964 and was turned over to HMG for
operation by the Nepal Transport Corp. Actual use (17,000 to 37,000 tons annually
between 1966 and 1970) was disappointing compared to the ropeway’s capacity of
50,000 tons per year. Ropeway traffic constituted about 15 percent of northbound
freight along the Kathmandu-Raxaul corridor, the remainder being hauled in by
truck. While the northbound lines were used to import foodstuffs and construction
materials into the Kathmandu Valley, the southbound route remained virtually
unused because of the small volume of surpluses produced in the Kathmandu
Valley. The ropeway received its greatest use as an alternative to the Tribhuvan
Rajpath, before the completion of the Bharatpur-Kathmandu road in 1981. Today
it remains operational but is underutilized, despite its potential energy-saving
benefits.

Communications

Expanding and improving Nepal’s practically non-existent communications
network was as vital as transportation development to the nation’s economy,
security, and political unity. The Nepal-India Telecommunications project started
in 1959 was a tripartite agreement between India, Nepal and the U.S., and like the
RTO, partially sponsored by the Asian Economic Development Fund. USOM
contributed $2.9 million to the project, which provided Kathmandu with a 1,000-
line telephone system (including the country’s first automatic exchange) housed in
the Central Telephone Exchange Building. International telephone and telegraph
facilities were routed through New Delhi and Calcutta via radio circuitry. The
Government of India’s principle role was supplying housing facilities for the
USOM-provided transceivers.

An internal radio communications network was established under the project
to link outlying towns to the capital. Seven area stations were built, each with five
to nine satellites, for a total of 57 radio communications stations across the
country. A remote control receiver and building were erected in Kathmandu, and
over 100 operators and maintenance personnel were trained.

Other USOM activities in communications included support for HMG’s
Department of Publicity and Broadcasting, including provision of a
Communications Media specialist, participant training, commodities, equipment,
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and local currency support. USOM also supported Radio Nepal during its
formative years with assistance in construction of a studio.

INDUSTRIAL AND CAPITAL
DEVELOPMENT

An Historical Perspective

Nepal under Rana rule was essentially a huge private monopoly. No significant
attempts were made to modernize economic institutions, improve production
technology, or organize new industries. Industrial development was in fact
discouraged as a threat to the feudal socio-economic structure.

A limited degree of modernization did occur as the British pushed India’s rail
network up to Nepal’s southern border at the turn of the century. The Terai
economy was gradually monetized as surplus grain and timber were sold in newly
accessible Indian markets. Apart from the Terai and the Kathmandu Valley, very
little of the national economy was monetized in 1951. Most Nepalis lived at a
subsistence level, bartering surplus production in order to obtain the little they
didn’t produce themselves.

Geography as well as history has defined and restricted Nepal’s economy.
Transportation problems have handicapped growth and blocked access to natural
resources, while the open southern border has allowed India to economically
dominate Nepal. USOM relied heavily on transportation development to foster
industrial and economic growth during the 1950s. Most significant was the
opening of the Indian-built Tribhuvan Rajpath in 1956, which linked Kathmandu
with India and eased export and import logistics. USOM’s projects in malaria
control and Rapti Valley rural development also encouraged the opening of the
Terai, supporting increased agricultural production and the formation of industrial
towns like Hetauda.

USOM’s economic policy in the 1950s maintained that an increase in overall
output, aided by elimination of policies restricting free markets, would naturally
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lead to broad-based development. The Point IV program held that technical know-
how, combined with relatively small amounts of economic assistance, would
catalyze economic and social development. Capital-intensive industrial production
based in urban centers was considered the universally most effective means of
maximizing economic development. These theories ignored Nepal’s harsh realities
— a low rate of urbanization, an unskilled population, and a largely non-monetized
economy based on subsistence agriculture. Economic assumptions inspired and
reaffirmed by the Marshall Plan’s success in Europe had little relevance in Nepal.

While USOM’s industrial and capital development projects were often
moderately successful, they were not enough to stimulate and reshape the entire
national economy. Inconsistent government policies were a major constraint. In
this kind of climate, no project (nor array of projects) could hope for more than
limited success.

Early Projects

The significant role of industrial and capital development in USOM’s program is
reflected in high assistance levels. The sector expended $25.7 million between
1951 and 1971, second only to transportation. Efforts spanned an extremely varied
range of activities, with 15 different projects completed or ongoing by 1971. The
bulk of the impetus came in the late 1950s and peaked in the early 1960s.

Cottage and Small Industries and Craftsmen Training (1958-1964) trained
young artisans and craftsmen in the basic industrial skills needed to establish small
industries. Management training and small loans were provided to Nepali
entrepreneurs to set up cottage and village industries and businesses. USOM
contributed commodities and local currency assistance for operational support and
loans, while the Ford Foundation, which had been involved in efforts since 1954,
contributed technical and financial assistance. The Ford Foundation’s original goal
had been to revive Nepalese crafts for export and sale to tourists. Tourism was
however nearly nonexistent at the time; less than 2,000 tourists visited Nepal in
1957. By the time USOM began assistance, the cottage industry program had
shifted to an emphasis on more practical mechanical skills: traditional carpentry
and shoe-making, and modern skills such as electronics and machinery repair.
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Through its Cottage and Small Industries and Crafisman Training Project (1958-
1964), USOM trained artisans and craftsmen in the basic industrial skills needed
to establish small industries.

By the late 1950s, HMG was beginning to realize the potentially great
economic benefits of tourism, and requested USOM to assist in formulating the
first official tourism development plans. A contract technician was provided under
the Tourism Project to assist in establishing a tourist bureau and to train local
personnel to carry on tourism work. USOM financed the development, printing
and distribution of brochures and advertising material promoting tourism, and
partially supported the construction of tourist information centers in Pokhara,
Kakani, Daman, Bhaktapur and Nagarkot.

Resource Surveys and Development

Nepal’s natural resources were largely unexplored, making surveys vital to
economic development. HMG was particularly anxious to explore the nation’s
mineral resources, and requested assistance from the Point IV program. An
agreement was signed in 1954 for the Mineral Resources Development Project,
providing equipment and technical assistance to establish the Bureau of Mines.
USOM sponsored construction of the Minerals Laboratory Building, equipping it
with modern instruments for mineral resource evaluation About a dozen Nepali
engineers and technicians received training in the U.S. under this project.
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By 1958, preliminary exploration had delineated several zones of
mineralization, and detailed follow-up surveys had discovered some ore deposits
of commercial value. Exploitation of these resources was severely hampered by
Nepal’s rugged terrain. As of 1958, the project’s major contribution was
considered the discovery that mineral resources were far more widespread than
previously believed. Little progress was made in actually developing these finds.

The Mineral Resources Development Project was too slow-moving to survive
the budget cuts of 1962. The original goal of a nationwide mineral resource
reconnaissance was dropped in the 1962 program redirection, and project support
was terminated the following year. Funding was reprogrammed into development
of the Balaju Industrial District, which promised to show quicker evidence of
tangible accomplishments in the field of industrial development.

The Medicinal Plants Project, begun in 1955, contributed nearly $500,000 to
support the Department of Medicinal Plants (under the Ministry of Forests) in
expanding investigation, production and collection of indigenous medicinal plants,
to build foreign exchange income. The industry was expected to produce $3
million in annual exports by 1969. In a 1956 paper, a British botanist had proposed
development of a medicinal plants industry in Nepal, and the British government
subsequently provided botanical and pharmaceutical training for HMG staff, plus
equipment for a research lab. USOM’s low level of assistance was raised with the
1961 influx of PL 480 Indian rupees. USOM assisted preliminary work for the 72-
hectare Royal Botanical Gardens established in 1962 in Godavari in the southern
Kathmandu Valley. While the site is now a popular picnic ground, the original
purposes were collecting indigenous plants, introducing foreign specimens and
pioneering technical innovations in plant propagation. These continue to be carried
out.

The NIDC

Nepali businessmen and investors of the early 1950s had no access to long-term
industrial financing or technical / management consultative services. Nearly all
investments were tied up in land during this period. Beginning in 1956, USOM
supported the Industrial Development Corporation (IDC) in its efforts to
disseminate information and technical services. The project began as the Project
for Small Industries Development, evolved into the Nepal-American Industries
Cooperative Services, then became the IDC.

The IDC’s efforts to reach prospective entrepreneurs had mixed results.
Information was of limited value if capital support was not available. The need for
a comprehensive program combining capital and technical support was recognized
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in HMG’s First Plan. In 1959, with USOM support, the IDC was converted into
the National Industrial Development Corporation (NIDC). Designed according to
the standard development bank model, successful in other developing countries,
the NIDC was to provide loan capital to private investors for industrial
establishment and expansion; to provide consultant services, management training
and promotion, and to advise HMG on industrial policy.

USOM provided technical consultants, local currency and commodity support,
operational support, and sponsored extensive participant training for NIDC staff,
Ministry of Industry and Commerce officials, and selected private industrial
personnel. This final element was crucial in transforming the NIDC from a concept
into an effective operating institution. Training took place in-house, through
various groups of advisors, and also in the U.S. Ramesh Dhungel, a former NIDC
employee who subsequently became head of the Economic Services Center,
commented on the impact of that training in a 1990 interview:

The U.S. has a different style than HMG ... that style is still visible today
at the NIDC because of the significance of that early training. Staff
discussions are freer and their participation level is high. The impact is
so deep-rooted that even though there are no longer any senior level staff
who underwent USAID-sponsored training, the habit and style still
remains.

By 1964, 60 percent of the technical staff had received training and the NIDC
was an operating entity. Services included feasibility studies on potentially
profitable industries, assistance from trained analysts in establishing sound
ventures, and financing in the form of loans and equity shares. The NIDC’s
promotion and productivity center conducted frequent courses and seminars.

The NIDC played a major role in policy formation and implementation, acting
as the government’s industrial policy advisory body and formulating the industrial
components of the Five-Year Plans. USAID retained a role in policy formation,
with a representative (sometimes the USAID Director) regularly attending board
meetings. A steady increase of interest in the private sector and the emphasis
placed upon it in the Third Plan indicate the success of the NIDC’s efforts to
establish sound industrial financing and improve the general investment climate.

USAID supplied half the institution’s operating budget through 1968,
contributing a total of $8.2 million. Its policy was to strengthen the private sector
as a whole by extending services through the NIDC, rather than to support
individual enterprises. By 1971 the NIDC had assisted the establishment or
expansion of over 100 enterprises, ranging from producers of jute products, sugar,
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matches, and cooking oil, to bus services and hotels. By 1987 it was offering
nearly Rs140 million in loans, contributing to project development and providing a
needed stimulus for industrial growth.

The NIDC remained Nepal’s primary capital institution until the advent of
commercial banking in the mid-1980s. Quantifying its role in Nepal’s industrial
development is difficult, as its impact extends beyond mere investment figures.
Even greater has been the fundamental shift in attitudes encouraged by the
institution. Forty years ago, the concept of industry was nearly unknown in Nepal.
The NIDC’s role in propagating awareness of industry and explaining its
importance is significant. By providing services, advice, and capital to small
industries, it filled a fundamental need in industrial development.






The
1960s
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USAID AND INSTITUTION BUILDING

USAID’s program during the 1960s emphasized institution building programs at
the national level. The expectation was that by providing Nepal with strong
Government institutions, through human resource development and democracy
strengthening programs, the framework for sustainable economic progress would
be established.

Funding Surge

At the beginning of the decade, under the acting directorship of William Tate,
USAID’s modest program plan combined the Point IV technical assistance model
with an emphasis on institution building. The program was characterized by
consolidation of projects begun in the previous decade, and included only a few
new initiatives. The plan, however, was never implemented, because President
Eisenhower’s unexpected $15 million pledge to King Mahendra in April 1960
radically altered the magnitude of U.S. involvement in Nepal’s development.

The most immediate impact of the larger program was the need to radically
modify the modest program that had been envisioned by Acting Director Tate and
his staff. A completely new program had to be designed to accommodate the
enormous increase. The $15 million, intended to assist the newly elected Nepali
Congress government to consolidate democracy, represented a 300 percent
increase over the previously planned program level. Under Tate’s direction,
USAID scrambled to obligate the funds, expanding existing projects and
developing new ones. According to Mihaly, “the only characteristic that these
projects had in common was the U.S. commitment to pay all, or nearly all, costs.”

Because Tate believed the total amount had to be obligated within the few
weeks remaining before the beginning of the new fiscal year, a hodgepodge of
activities was created with little consideration for their potential overall impact, or
for HMG’s ability to sustain such efforts after U.S. financial support ended. As a
result, Tate dramatically expanded existing sectoral programs to increase U.S.
involvement in institution building, large-scale infrastructure investment,
participant training, and technology transfer.

Only after the total grant amount had been obligated for the 1960/61 fiscal
year, was it learned that Washington had intended for the new money to be spent
over a two-year period. Tate and his deputy were recalled to Washington, and
funds were largely frozen until the new director, John Roach, arrived in late 1960.
His arrival unfortunately coincided with the fall of the Nepali Congress
government, which effectively dissolved the democratic government that
Washington’s $15 million had been intended to support. Release of these funds
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was postponed once again while the U.S. and other donors waited to see what form
the new government would take.

Nepalese Politics:
The Panchayat System & National Development

On December 15, 1960, King Mahendra dissolved the cabinet, arresting Congress
Party leaders and suspending the constitution except for articles relating to the
declared state of national emergency. Claiming the Nepali Congress government
had proven unable to maintain order and provide national leadership, the King
formed a new Council of Ministers, and in a January 1961 proclamation banned
political parties and introduced a new system of “basic democracy”. The
Panchayat Constitution, based on a tiered system of village, city, district, and zonal
panchayats or councils, was promulgated the following year.

The King maintained his takeover was in the interests of national
development. Hugh Wood quoted the King as saying in a personal interview in
1962 that he “took action to prevent a political disaster”, and also because “there
had been no advance towards economic development in eighteen months”.

In an effort to restore what he believed would be political and economic
stability, King Mahendra approved the Panchayat Act of 1962. It was intended to
create a decentralized power structure providing all citizens with access to
economic decision-making and the benefits of development. King Mahendra’s
vision of democracy was based on decentralization. The central government would
be responsible for developing policy and financial planning, while communities
would be responsible for implementation at the local level. The concept was
idealistic, as Nepalis largely lacked the skills to participate in implementing the
development plans of the central government (for instance, literacy was only 8.9
percent in 1960).

USAID believed that successful implementation of the Panchayat system
could create the basic socioeconomic and political links necessary to integrate the
country, and could provide an administrative network to carry out nationwide
development. The U.S. viewed the Panchayat system as a possible vehicle for
mobilizing and developing Nepal’s human resources, a vital step in achieving
attitudinal changes necessary for initiating and sustaining economic, social, and
democratic political development.

USAID’s mushrooming program, as, well as its participation in the
development of the Panchayat system, meant an increasing commitment to
working with and through HMG’s administrative apparatus. Between 1961 and
1965, 60 to 70 percent of USAID assistance was spent financing recurring costs in
various ministries. In addition to working through the central administration,
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USAID tried to work directly with local panchayats to provide the skills necessary
for decision-making.

Nepal’s Planning for Development

In 1960, in an effort to consolidate the decision-making process, King Mahendra
reconstituted the National Planning Commission, assigning it responsibility for
planning and overseeing implementation of development projects, including
allocating funds (such as foreign aid) and manpower. Nepal’s Second and Third
Plans focused on the development of a national administrative and physical
infrastructure, including transportation and communications facilities and
exploring the potential for the development of hydropower. Though economic
development was highlighted, restrictive policies and a general atmosphere of
uncertainty discouraged private and foreign investment. The plans emphasized
exploring the production potential of the Terai, large areas of which were being
opened by malaria control efforts. While improvements in government
administration and delivery of health and education services were spread
nationwide, development activities focused on the more easily accessible
Kathmandu Valley and the Terai. Despite the new authority of the National
Planning Commission, plan projections were unrealisticc: HMG lacked the
administrative ability, and financial resources and the commitment to implement
the plans.

Other Donors

In the early 1960s, Hugh Wood surveyed bilateral donors in Nepal on their
priorities in granting assistance. His question: “If all other donor countries agreed,
would your country be willing to make your contribution in cash and allow the
Nepalese Ministry of Planning to apply it to their master plan in accordance with
their priorities?” Except for China, the response was resoundingly negative. The
reasons given were fairly standard, according to Wood: “Foreign aid provides an
outlet for products of our industry .... We think we know best what kind of aid we
can give .... Our government (our people) would not support such a program ....
This would reduce the need for our technicians and management.”

By the beginning of the 1960s, Nepal had established diplomatic relations
with 30 countries, nine of which became donors. King Mahendra courted
increasing numbers of donors in an effort to reduce Nepal’s dependence on any
one country. Increased levels of foreign aid, however, did little to encourage Nepal
to implement the reforms necessary to finance and administer its own development
schemes. The national development arena was complicated by ideologically
opposed donors working side by side, motivated by conflicting political and
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economic theories. The presence of multilateral aid agencies further complicated
the situation.

Programming U.S. Assistance

Changing Assistance Models

In 1961, legislation was enacted creating the Agency for International
Development (AID), which replaced the International Cooperation Agency,
USOM’s parent organization. One of AID’s first tasks was to prioritize its
development goals in terms of facilitating economic growth. Wood summarized
the era’s prevailing theory: economic development was to assist the developing
country:
to achieve, as quickly as possible, the take-off point: which according to
economists was the point of no return, the point after which growth would
continue unimpeded an its own initiative. To achieve this point, inertia
must be overcome, projects must be initiated, growth and expansion must
become the order of the day.

Wood indicates that USAID’s technical advisors eagerly adopted new
economic concepts, as they had found the old Point IV maxim of limited technical
and financial assistance overly restrictive and inappropriate for low income
countries. Acceptance of “the new line” in economic growth was further
accelerated by the return of Nepali participant trainees who had been exposed to
the new economics while studying in the U.S.

Economists increasingly influenced USAID’s program goals during the
decade. USAID Program Economist William Thweatt advocated a radical program
expansion funded by PL 480 Indian rupees, believing that increased capital
investments would trigger increased economic productivity, and eventually lead to
overall economic growth. President Eisenhower’s $15 million grant to Nepal in
1960 provided an additional resource to test this theory.

FOOD FOR PEACE: PUBLIC LAW 480

In 1954, as the U.S. was expanding economic assistance to developing
countries throughout the world, the Agricultural Trade Development and
Assistance Act (Public Law 480) was adopted to promote economic
development through agricultural trade. The preamble to the Act states that it
is the policy of the United States:
to expand international trade; to develop and expand export markets
for United States agricultural commodities; to use the abundant
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agricultural productivity of the U.S. to combat hunger and
malnutrition and to encourage economic development in the
developing countries, with particular emphasis on assistance to
those countries that are determined to improve their own
agricultural production.

During the 1950s, sales of surplus U.S. agricultural commodities to India
generated massive quantities of Indian rupees. While most was used to
finance local development projects in India, USAID’s Indian program could
not absorb the entire amount. Beginning in 1955, when India allowed $2
million in excess rupees to be used for emergency flood relief in Nepal, the
impetus grew to channel surplus PL480 rupees into the Nepal program.

Through the 1960s, Indian currency generated through PL480 sales in
India was used to purchase Nepali rupees to finance USAID’s local operating
expenses and to provide local cost support for USAID projects; to cover costs
for Nepalese participants studying in Indian institutions; to purchase
equipment from India; and to cover transshipment costs of development
commodities. In addition, the PL480 Indian rupees helped HMG to met its
local currency obligations to other donor-assisted projects.

In the short-term, the proliferation of Indian rupees allowed HMG to
increase its domestic resources and preserve valuable foreign exchange.
Through joint programming, the U.S. was able to influence the use of the
PL480 rupees. Unfortunately, HMG’s increasing reliance on U.S.-donated
Indian rupees to meet both regular and development expenditures delayed
necessary tax, monetary and trade reforms, and led HMG to depend on U.S.
assistance for its recurrent budgetary expenditures. USAID not only paid for
its own new projects, it financed the operations of a majority of Nepalese
ministries.

PL480 Indian rupees funded a major expansion of USAID’s program in
the early 1960s. Of $136 million in U.S. assistance commitments between
1951 and 1972, over 50 percent was in the form of U.S.-owned Indian rupees.
The increased capital input did not have the intended effect on economic
productivity, as Nepal’s subsistence economy did not encourage such efforts,
and much of the funding was aimed at non-productive activities such as
administrative and other recurrent costs.

In 1969, when USAID began reducing annual program levels and staff in
line with AID’s worldwide retrenchment, USAID/Nepal’s program began
reverting to dollar financing, and local currency support was greatly reduced.
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Washington mandated an increase in dollar financing and a reduction in local
currency support in an effort to centrally control the programming of funds:
Indian rupees, which were not appropriated by the U.S. Congress, were not
subject to programming under AID’s functional account categories.

Ranking USAID Priorities

Between 1952 and 1967, U.S. assistance to Nepal totaled approximately $100
million. Only $5 million was in the form of loans, most meant to increase the
capacity of the Nepal Industrial Development Corporation to provide loans for
private enterprise development.

Grant Assistance 1952-1972
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To ensure country programming represented local priorities, AID/Washington
created special functional account categories which USAID adopted in 1962. The
new parameters included Government Administration (encompassing activities in
general public administration, agriculture, health, and education), Education and
Training, Transportation, and Special Activities (infrastructure projects, pilot
studies, and surveys).

The names and relative importance of these accounts changed as economic
assistance strategies evolved over the decade. For USAID, this meant periodic
recategorization of its activities. In 1962, Government Administration and
Education and Training were top priorities. By 1964, USAID was focusing on
more directly productive activities as the means to achieve rapid economic
development, and hence accorded Rural Development (including development of
panchayats, agriculture, transportation and malaria eradication) top priority.

Program Administration

By 1962, USAID was staffed by more than 50 U.S. technicians and administrators,
many of whom were implementing projects (a job now done primarily by
contractors) as compared to an average of eight in the previous decade. The
personnel increase consumed program funds, resulting in a decrease in the amount
of funds actually spent on projects. This met with criticism from Nepalese, who
would have preferred the money spent in other ways (Wood 1987).

To improve project design and implementation, USAID increasingly relied on
sector assessments, pilot studies, and the “hands-on” field presence of Peace Corps
Volunteers. PCVs played a vital role in assessing local communities’ receptivity to
project activities, and in identifying potential implementation problems. Toward
the end of the decade, when a worldwide reduction in USAID staff was mandated
by Washington, USAID / Nepal turned increasingly to PCVs, contractors, and
former participant trainees to implement its programs.

U.S. Assistance to Nepalese Administrative Reform

Public Administration

Nepal is a classic example of a traditional society with most of the
predominantly rural populace illiterate; conditioned to stern authority
exercised by the socioeconomic elite; exercising little control over their
own destiny and existing at near subsistence level. To this rather bleak
situation must be added other complexities such as the variety of ethno-
linguistic ~ groupings, poor communications, isolation, lack of
transportation facilities and relatively weak and unsophisticated systems
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of administration ... modernization then is dependent upon rapid and
dramatic changes in the institutions, values and attitudes.
—-USAID Capital Assistance Program Document, September 1965
Believing that economic growth was unlikely to be achieved until government
administration improved, starting in 1962 USAID made its assistance contingent
upon HMG acceptance of an administrative reform program. USAID’s
comprehensive support for development of public administration included: 1)
improved planning and administration of economic development activities; 2)
assuming construction costs and operating expenses for HMG ministries,
departments, government organizations, local administrative offices, post offices,
schools, and libraries; 3) support for implementation of the Panchayat system to
encourage decentralized administration; and 4) training technical and clerical staff.
While most assistance was directed at the central government, some was intended
to enhance decentralization to the local level to improve implementation and
maintenance of development projects.

USAID contributed directly to administrative reform through the General
Public Administration Project (eventually renamed Management Improvement and
Training), which aimed to assist HMG in the “development and implementation of
an administrative system at all levels of government which can function effectively
within the framework of economic, social, and cultural changes taking place in
Nepal.” The project sought to turn a static civil service into an efficient agent of
modernization. Over the decade, the project grew to encompass sub-components in
statistics development, government budgeting and accounting, and revenue
administration, and sought to improve administrative practices in the agriculture,
public health, and education sectors. The U.N. complemented USAID by
providing technical advisors for many of these activities.

Development of Nepal’s Planning Capacity

As a result of increasing demands for reliable data with which to measure
economic progress and accurately plan development activities, USAID undertook
through its Statistics Development Project to develop a “competent, efficient,
governmental statistics organization to collect, compile and disseminate” statistical
data. Initially, USAID assisted with population, agriculture, and industrial
censuses; conducted family budget and price surveys; collected import/ export
data; and helped to publish the monthly Nepal Statistical Bulletin, and an annual
Statistical Handbook. Later assistance included construction of an office for the
Central Bureau of Statistics, and the donation of an offset duplicator press and an
IBM computer (Nepal’s first) to help create a central statistical data base. In 1965,
USAID helped HMG draw up a five-year statistics development plan with which
to carry out data collection activities on its own.
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HMG’s lack of a reliable budgeting system was addressed by USAID’s
Budgeting and Accounting Systems Development Project, which resulted in the
introduction of a double-entry accounting system. This was accompanied by
publication of the “Manual of Accounting” and extensive in-service training for
civil servants in Kathmandu and at district and local levels.

In 1968, a related project was developed to improve the revenue collection
system. Government revenues the preceding year had been less than half of
projected expenditures. The government operated at a deficit, and remained
heavily dependent on foreign aid to finance its operations. The U.S., with its huge
influx of PL 480 Indian rupees, and other donors, were partly responsible for this
dependency. Since foreign aid was so readily available without conditions, it is not
surprising that HMG did not undertake necessary administrative and economic
reforms.

Institution Building

Some of the more visible and successful examples of USAID assistance to
institutional development in the 1960s included programs designed to strengthen
the Department of Public Administration, which established standard
administrative procedures and training for civil servants; the Central Bureau of
Statistics, charged with gathering and compiling data to support improved
economic planning; the Central Training Department established within the
Ministry of Economic Planning to improve evaluation and implementation of
development projects; and the Department of Panchayat Training and
Development, developed to encourage local leadership at the grassroots level.
USAID assisted with the establishment of many other institutions in the
Kathmandu Valley and in rural areas to train technicians and administrators in
agriculture, health, and education. USAID also contributed to institutional
development outside Kathmandu by constructing zonal, district, and local
administrative offices and by training the staff to operate them.

PARTICIPANT TRAINING AND INSTITUTIONAL DEVELOPMENT
A premium is placed on correct adherence to procedures and the avoidance
of error rather than on dynamic and risk-taking decision-making in new
situations. Where jobs are few, and government service is the principal
employment of educated persons and there is little competition for manpower
from the private sector, there is an understandable preoccupation with job
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security which results in conformity rather than in experimentation and bold
innovation.
— USAID Development Assistance Report, 1968

The U.S. emphasized human resource development in the 1950s as a
means to implement projects and provide the government with competent
administrators. In the early 1960s, it remained a priority, especially in terms
of the civil service. Various projects supported in-service (and some pre-
service) training programs that effectively introduced new procedures into the
workplace, assisting in developing HMG’s capacity to train new civil servants
and to improve the skills of tenured civil servants. In-service training was
considered the easiest and most cost-effective method of training large
numbers of civil servants, and was seen as the most rapid and reliable means
of improving government operations. Though most in-service training
involved the public sector, several small programs aimed at providing
practical skills training for craftsmen, as well as instruction in small-scale
industrial development to assist with establishment of cottage industries.

While in-service training aimed at middle-level civil servants, USAID’s
Management Improvement and Training Project targeted the decision-makers
responsible for establishing and implementing policy. It was thought that
these participants could infuse the traditional administrative system with the
vitality and skills needed to introduce innovation and effect major changes.
Between 1960 and 1969, USAID trained 1,298 participants, as compared with
164 in the previous decade.

In 1960, the U.S. signed an agreement with India allowing USAID to use
a portion of U.S.-owned Indian currency to train Nepalese in Indian
institutions (43 percent of all participants were trained in India between 1952
and 1990). This greatly increased the numbers of participants by reducing the
cost and logistical problems of sending them to the U.S. An important
advantage was that Indian training was often more appropriate to Nepal.

By 1967, USAID had shifted its institutional development focus from
direct financing of government institutions to supporting increased participant
training. This was considered a more cost-effective means of instituting
administrative reform and speeding up modernization. USAID ensured that
participants’ new knowledge was actually applied by training employees on
the condition that they would receive an HMG position in their field of study
upon return.

The participant training program focused almost exclusively on the
public sector and the educated elite and included few women. Eighty percent
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of all participants were from the Kathmandu Valley (the English language
requirement prevented most rural applicants from being accepted), and as a
result, returning participants swelled the already over-crowded ranks of the
civil service in Kathmandu. Most preferred to remain jobless rather than be
posted to rural areas. Nepalese economic, administrative and social traditions
were in large part responsible for these limitations. Though USAID’s training
program during the decade did not significantly alter the nature of Nepal’s
traditional administrative structure, it played a significant role in alleviating
some of Nepal’s skilled manpower constraints.

Participant Training
1960 — 1969
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AGRICULTURAL DEVELOPMENT

Decade Beginning:
Assessments and a Changing Context

In the early 1960s, USAID and other donors took a hard look at the previous
decade of assistance and began to rethink development strategies. What impacts
had a total of $3.4 million in U.S. agricultural assistance in the 1950s had on
agricultural production and economic growth? Was there a more effective
agricultural strategy to support Nepal’s development needs?

Adoption of new crops or varieties from plant introduction centers had been
limited. One assessment (1961 Program Budget) stated: “A great deal has been
attempted, but the results to date have not been proportional to the amount of
activity and effort.” This assessment concluded there had been slow and generally
unsatisfactory progress in crop disease control, horticulture and livestock
improvement. USAID concluded progress had been slow because of scarcity of
trained personnel, poor administrative organization, and lack of continuity in
administrative personnel and field technicians. The few agriculture experiment
stations and farms had limited facilities and equipment, poor staffing, and
unreliable programs.

In 1961 Harry B. Price, a U.N. financial adviser to HMG, concluded that the
economy had not changed appreciably since 1951. He found that technical
innovations introduced through foreign aid programs had continued as experiments
or demonstrations without being adopted by Nepali farmers. John Hitchcock (n.d.),
an anthropologist working in the Hills south of Pokhara, found “little technical
change”, although there was greater monetization of the local economy, with
Indian goods being purchased with remittances received from local men working
in India. An AID agricultural assessment in 1964 (Agriculture in Nepal, 1964)
described conditions similar to those at the beginning of the Point IV Program in
1951.

Ford Foundation agrarian reform specialist Wolf Ladejinsky attributed the
lack of agricultural progress to HMG’s failure to implement land and tenancy
reform. He argued that tenants would be unable to take advantage of improved
agricultural technology as long as their landlords perceived innovation as a threat
to their elite positions. USAID agricultural advisors, however, felt farmers were
not receiving the message as there was a lack of trained extension personnel.
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They felt the Village Development Service provided inadequate agricultural
extension services, as it had other rural works responsibilities.

HMG Removes Key Managers

The extensive purge of civil servants following the establishment of direct rule by
King Mahendra resulted in a loss of the top administrators in agriculture, among
other sectors. Many of these were skilled program managers, extensively trained
by USOM. Mihaly, a close observer of the after-effects of this event, noted that the
“elementary administrative competency which had been painstakingly created”
was destroyed. Civil servants were once again reminded that bold actions led to
political vulnerability, and inaction was the safest course.

Increased Funding for Agriculture

The $15 million grant unexpectedly approved by President Eisenhower in 1960 led
to a dramatic surge in USAID’s agricultural activity. The original agricultural
agreement for 1961 had provided $90,000 in new funds to support the General
Agriculture Project, with small-scale activities in agronomy, horticulture, plant
protection, and agricultural extension. With announcement of the $15 million
grant, agricultural assistance was boosted to $1.5 million, mainly by expanding
construction activities for research stations, and supporting DOA recurrent costs,
establishment of an Agricultural Development Center, a “Grow More Food
Campaign”, an irrigation project, and a fisheries project. The final revision signed
in late June 1961 provided $921,574, dropping the irrigation project and reducing
construction to six agricultural stations and three horticulture stations.

The U.S., was spending 83 percent of its agriculture funds on recurrent costs
of the Ministry of Agriculture. Mihaly makes the point that this inflated U.S.
assistance significantly expanded government operations and personnel at a time
when HMG had a limited income to financially sustain such operations.

Reformulation of AID Programming Priorities

When AID/Washington redefined its programming priorities in 1962, agriculture
per se was dropped as a programming focus. Activities were dispersed into cross-
sectoral categories of training, government administration, and development of
financial institutions, thus precluding a unified attack on agricultural problems. In
addition, agricultural research fell out of favor as a disenchanted AID/Washington
began to rethink its strategy. AID argued that agricultural research investments in
Nepal were not worthwhile, because the Second Plan did not view agricultural
research as a development priority, and HMG performance in land and
administrative reform had been disappointing, thus limiting the usefulness of
research.
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Early 1960s: U.S. Agricultural Assistance Program

At the decade’s beginning, USAID made a conscious judgement as to factors it felt
it could not effectively influence with project assistance and those it could. At this
point it was hesitant to directly address structural constraints requiring
fundamental HMG reforms. These included reform of feudal land tenure systems,
increasing farmer ownership of land, reducing absentee landlordism, organizing
commercial and cooperative agencies to provide farm inputs and credit, and
enacting effective water rights laws.

Conditions USAID felt it could effectively address included increased training
of agricultural specialists, improvement of Department of Agriculture
administrative organization (particularly delegation of authority); training and
support for new agricultural extension workers; and encouraging donors and HMG
to select projects based on their potential contribution to economic growth.

Reduced Assistance for Agricultural Research

Up until 1963, USAID continued modest support for agricultural experiment
stations, hoping to start programs for testing new varieties and expanding seed
multiplication. The extraordinary $15 million allocation for 1961 through 1963
resulted in a substantial but brief surge in agricultural station construction.
Following an AID initiative in 1963, USAID pruned away several agricultural
research projects begun in the 1950s in order to support a new set of program
priorities. Terminated projects included crop improvement, livestock and poultry
improvement, fisheries development, plant protection, soil survey, and a planned
agricultural development center. It was argued that previous U.S. support had
created sufficient competence in technical agricultural sections of the DOA to
backstop agricultural extension and support agricultural development in general.
However, the following comment about the livestock program indicates nagging
doubts in USAID about the sustainability of such programs without USAID
support:
The U.S. contribution to the activity represents practically the entire
budgetary resources (of the livestock program). With the termination of
U.S. financial support, it is problematical as to whether HMG can find
the resources within its own means or obtain financing from some other
foreign aid source... [the] activity may have to be curtailed or eliminated.
—1963 Field Proposed Program

Support for Agricultural Extension

In line with AID’s programmatic shift in the early 1960s from agricultural research
to agricultural extension, USAID began assisting the Ministry of Agriculture in
creating an effective Agricultural Extension Service. In the late 1950s, some
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USAID extension advisors had optimistically maintained that with U.S. assistance,
Nepal could build an agricultural extension service by 1962. They considerably
underestimated the difficulties involved in achieving this goal.

USAID, the sole donor supporting this program, provided the extension
service with five U.S. advisors, support for salaries and operational costs, and
participant training in the U.S. and Philippines for DOA administrators. Other
participants who had received U.S.-funded B.Sc. training in Indian agricultural
colleges were assigned as zonal extension supervisors, district agricultural
development officers, and instructors in the Agricultural Extension Training
Center. The USAID project established this Center to “break the major bottleneck”
caused by a shortage of trained agricultural specialists. The Center trained Junior
Technical Assistants (JTA) to act as farm-level extension agents in districts.

Support for Agricultural Systems Management

USAID supported several agricultural activities under AID’s Government
Management and Institutional Development priority, including participant training
in agricultural fields to strengthen management of the DOA central office and
agricultural stations and farms; local currency, training, and technical assistance to
improve data collection and analysis skills for planning agricultural programs; and
establishment of a small Agricultural Economics Section in the DOA. USAID also
supported the first National Agricultural Census in 1962 and 1963, and assisted
with compilation and analysis of census data by the Central Bureau of Statistics.
Although there were a number of problems with this census, it was the first major
effort to collect national agricultural statistics.

AID Skepticism About Land Reform Plans

Early in the decade, USAID joined with other donors to push HMG to seriously
address the issues of land and tenancy reform. Led by Ford Foundation land
reform consultant Wolf Ladejinsky, donors prodded HMG to approve the
Agricultural Reorganization Act (ARA) in 1963. Following the model of his
successful land reform work in Japan during the U.S. Occupation, Ladejinsky
helped design a land and tenure reform strategy for Nepal that was incorporated

into the ARA program. One aim of the program was to provide critical incentives
to Nepali farmers to increase production. The ARA program also included a
complex plan for compulsory farmer savings and reinvestment in local industry
and infrastructure. The Ford Foundation’s Economic Advisory Group provided
guidance to the Ministry of Economic Planning and the new Department of Land
Reform for implementing the ARA program in selected districts.
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Although USAID had joined in pressing for a land reform program, it doubted
the potential effectiveness of the ARA program. An AID agricultural assessment
team (Agriculture in Nepal, 1964) pointed out serious implementation problems in
the Nepal context, including inadequate records of ownership, cultivation rights,
and crop yields necessary for determining land redistribution, tenant rights to land,
and rental rates. Team members were skeptical about HMG capacity to manage the
program:

To sum up, the directives prepared for carrying out the ARA on an
experimental basis lack realism. The numerous measures ... appear to be
beyond the financial and technical capacity of the country. The diversity
of steps proposed endangers the achievement of the real objective of the
ARA, namely control of rental rates, protection of tenancy rights, splitting
up large holdings and redistribution of land. The [team] ... considers it
advisable to ... apply simple methods which are adequate to the present
conditions in the country ... The Government will need to take a
determined stand to overcome any resistance on the part of the
landowners .... Any administrative machinery for the implementation of
the ARA is still missing.

USAID limited its support to providing technical advisors and funding for a
cadastral survey, which covered 20 Terai districts with a total of 1.9 million
hectares of agricultural land. It provided a data base for a land revenue and
administration system and land reform measures.

Agricultural Credit Activities

Skeptical of the ARA land reform effort, USAID turned to development of
agricultural credit institutions as an alternative strategy “to break the cycle of
feudal land tenancy and debt repayment problems of Nepali farmers”. In the early
1960s USAID supported the Department of Cooperatives’ efforts to organize
village cooperatives. By July 1963, Rs3.5 million in loans had been extended to
870 cooperatives with 21,000 members. Most of the loans went to Rapti Valley
cooperatives supported by the USAID resettlement scheme.

USAID supported the establishment of the Cooperative Bank in 1963, and
from 1964 to 1970 provided an agricultural credit advisor and loan capital of $1
million in local currency. However, USAID felt that the bank’s priorities —
financing ARA reforms and providing credit to small-scale cooperative societies
— reflected political pressures and prevented the bank from operating on sound
economic grounds. USAID also provided an advisor and funded foreign and in-
country training and some operational costs for the Department of Cooperatives.
Given Nepal’s lack of experience in managing agricultural credit systems, USAID
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cautioned that staff and funds should be concentrated in a few districts promising
the best results.

Mid-Decade: Refocusing the Agriculture Program

Rural Development Division

In 1964, USAID created a new Rural Development Division, covering all project
activities requiring active participation of rural residents. Projects included
Panchayat Development, Agricultural Extension and Training, Cadastral Survey,
and Agricultural Credit and Cooperatives. Limited agricultural technology
activities continued under the Public Administration umbrella until they were
shifted to this division in the latter half of the 1960s. A strong effort was made at
this time to pull HMG agencies responsible for rural development programs away
from their strong Kathmandu orientation. Using the new USAID helicopter and
STOL aircraft, some senior and mid-level Nepali officials were willing to visit
remote areas with the rural development staff.

Strong Criticism

A series of events between 1964 and 1966 helped push agricultural development
back to top priority for USAID and HMG. First was strong criticism of USAID’s
agricultural program by an assessment team sent out by AID in 1964 to review the
sector in preparation for HMG’s Third Plan and USAID’s response (Agriculture in
Nepal, 1964). They found the Extension Service approaching its numerical targets
for the Second Plan, with eight zonal and 55 district offices in place, and 100
JTAs, 15 youth workers, and 10 home economic specialists in the field. Little
impact could be seen on farm production, however. The team concluded:
The promotion of higher standards of technical knowledge and
operational capability of the existing staff appears more important than
extending... to additional [geographic) areas. Moreover ... the activities
of the Extension Service, might well be concentrated on a few major
projects offering optimum results at the present stage for increasing
agricultural output ....

The assessment team believed the lack of technical substance in the extension
program was related to ineffective early technical programs and serious recent
cutbacks in agricultural research, as well as a simplistic extension model “in which
farmers were being exhorted to work harder and to do better almost exclusively
within the framework of their existing technology.”

The AID team also investigated the DOA research system, then staffed by
about 70 agricultural graduates in headquarters in Kathmandu and 40 working in
the field network. (The Government of India had funded B.Sc. degree training in
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India for the Nepali agriculturalists). The team commented that “Most of the staff

are very young and lack experience both in organization and in the operation of

projects.” It noted the network of field stations in the Terai and Kathmandu,

Pokhara, and Rapti valleys had inadequate staff, facilities, and equipment. Because

agricultural research in Nepal was “still at its beginning”, the team recommended:
...the number of research projects should be restricted and concentrated
on those projects which offer the best possibilities for quickly increasing
agricultural output. Nepal can take advantage of results of research work
undertaken in other countries under comparable conditions and avoid
needless duplication.

Further weaknesses were revealed in the 30 villages where the extension
program had carried out a special “Grow More” activity, with demonstrations and
distribution of improved seeds, tools and vegetable and fruit seedlings. The
program had created “an almost insatiable demand for improved seed and plant
materials” among farmers, but with no increase in seed and seedling production
and supply systems to meet this demand.

The general consensus of insufficient progress was apparent again the
following year, when the AID Mission disagreed with a departing extension
advisor’s conclusion that “it appears Nepal is ready for ‘take off” with an extension
program that will make a real impact on production”. The Mission Director wrote:

[The advisor]...has painted a somewhat overly rosy picture of this
activity. In very general terms USAID does not consider this project to
have been a success .... We have not managed to adapt the agricultural
extension techniques so successful in some parts of the United States to
local conditions ....

This growing sense of dissatisfaction with USAID’s agricultural program
combined with several factors in the mid-1960s to generate a new approach.

Mid-Decade Drought

The devastating drought of 1964/65 in India and adjoining countries underscored
the need for a revised agricultural development program in Nepal. Its impact led
USAID and Nepali planners to define a key development problem in Nepal:
recurring food deficits in unfavorable agricultural years. This problem was
consistently exacerbated by simultaneous food deficits in India causing a high
demand for Terai grains, resulting in reduced supplies in Nepal and sharp price
increases. This realization influenced HMG’s Third Plan, as funding for
agriculture moved up from seventh to third place.

In 1965/66 USAID made increases in production of cereal crops — rice, corn,
and wheat — a primary investment goal. A secondary goal was establishment of
an improved grain distribution and storage system to provide surplus Terai grains
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to chronically food-deficit Hill areas. This ‘“compelling need for increased
agricultural production to feed a growing population and to provide an economic
base for overall development” provided USAID a rationale for resurrecting the
General Agriculture Project, now renamed the Food Grain Production Project.

New Model, New Varieties

A third key event affecting USAID’s agricultural strategy was publication in 1964
of Transforming Traditional Agriculture, by T.W: Schultz. The book provided a
new model for improving agricultural productivity in traditional systems such as
Nepal’s. Its key conclusion was that farmers were rational, and would adopt new
technologies and produce more when provided with necessary inputs such as
affordable credit, improved seed, fertilizer, tools and water on the one hand and
accessible, profitable markets and storage for surplus production on the other.
Earlier agricultural development models had tended to minimize the rationality and
complexity of farmers’ decision-making, including their adoption of new
technologies.

A fourth factor, which came on the scene at mid-decade, gave further impetus
to new investments in the agricultural sector. By 1965 / 66, the remarkable
production potential of new High Yielding Variety (HYV) cereals was beginning
to be realized at international research centers in India, Mexico, and the
Philippines. Agricultural development specialists began to refashion agricultural
assistance programs to capitalize on new HYV technology and to apply Schultz’s
more comprehensive model.

Late 1960s:

USAID/HMG Cereal Grain Campaigns
A Bold Coordinated Approach

Continuity in vision, strategy, and management for USAID agricultural
development efforts from 1966 to 1972 was provided by Dr. Raymond Fort, the
agricultural economist who was Chief of the Rural Development Division, later the
Food and Agriculture Division. He articulated the Schultz development model and
the complex implementation strategies it required to his large team of U.S.
advisors, to PCVs, and to HMG counterparts. It was substantially due to his
vigorous management and ability to motivate both Nepalis and Americans that so
much progress was accomplished in a relatively short time. Fluent in Nepali, he
actively communicated with diverse Nepali audiences, enjoying the confidence of
many Nepali decision makers. In addition, Agronomy Advisor Dr. Glen Johnson’s
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work helped shift the program emphasis toward research and adaptation of
improved technologies from outside Nepal.

With the urgent need to increase foodgrain production providing a new focus,
USAID and HMG began concentrating resources and agricultural service
programs in areas with the greatest production potential — the Terai and the
Kathmandu, Pokhara, and Rapti valleys. This coordinated program targeted five
districts in 1966, nine in 1967, and 16 in 1968. Task forces were developed to
support “Grow More Wheat”, “Grow More Rice”, and “Grow More Corn”
campaigns, and to pursue targets for increased yields and expanded arcas of HYV
production. The ambitious objective was to increase cereal production by 12
percent from 1966 to 1970. Specifically, this would require substantially increased
rice and maize production and introduction of wheat as a second crop in the spring
season.

As part of the Food Grain Production Project, USAID assisted HMG in
restructuring the Department of Agriculture to form functional sections for
Production, Research, Extension, and Training. USAID resurrected support for
agricultural research, but now the emphasis was on adaptive research, more
systematic and focused than previously. Researchers conducted trials on improved
cereal varieties brought into Nepal through USAID-funded links with International
Agricultural Research Centers (IARCs), including CIMMYT in Mexico, IRRI in
the Philippines, and the Rockefeller Foundation in India. The project emphasized
out-of-country training for agricultural researchers and extension staff. Most
USAID-funded technical training in the late 1960s took place in Indian
universities, where the U.S. had already made considerable investments in
technical assistance and scholarships were supported by PL 480 rupees. In
addition, researchers were sent to the U.S. and other countries for graduate training
in agricultural research.

Revitalized Field Network For Targeted Districts

To strengthen varietal testing and breeding programs and insure rapid and
significant returns in farmer productivity, USAID posted U.S. technical advisors at
research stations. In 1967, three former PCVs with agricultural degrees were hired
as junior Officers-in-Training (JOTS) to work as Resident Agricultural Advisors at
Biratnagar, Rampur, and Janakpur Stations. In 1968, three senior direct-hire
agricultural technicians were added at Nepalgunj, Parwanipur, and Bhairahawa.
These U.S. advisors brought badly needed jeeps and “expeditor” energy to the
stations, working closely with Nepali field researchers to carry out simple varietal
selections, test improved varieties of wheat, corn, and rice in local conditions,
conduct demonstration trials on-station and in farmers’ fields, and carry out
improved seed multiplication and seed distribution.
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In addition, Resident Station Advisors and other USAID advisors supported
extension staff in surrounding districts, specifically the District Agricultural
Development Officers (DADOs), joint Nepali/Peace Corps teams, and Subject
Matter Specialists located at stations. They organized training, farmer field days
and field demonstrations, and provided necessary inputs for improved farmer
production. USAID technical staff supporting research and extension field efforts
included most of the 16 U.S. direct-hire agricultural staff, two contract staffers,
and five Nepali technicians. In addition, 50 to 70 PCVs joined Nepali technicians
to form JTA teams to work in targeted districts.

Credit and Agricultural Input Institutions

As part of its agricultural production strategy, USAID pushed HMG to transform
the Cooperative Bank into the more “bank-like” Agricultural Development Bank.
The new bank was encouraged to maintain credit discipline, and to expand its
support to individual farmers rather than restricting its services to the
organizational and political needs of the cooperatives. USAID helped integrate the
Agricultural Development Bank and Department of Cooperative efforts into the
production campaigns for rice, wheat, and corn. However, USAID finally
terminated its support for cooperatives in 1968, after a study by a national
commission found that only 200 of 1,200 cooperatives were financially viable, and
that they served mainly the traditional elites. At the end of the decade, the Asian
Development Bank stepped in as the bank’s primary donor. USAID continued to
sit as an advisor to the ADB / N board into the early 1970s, and provided a
$500,000 grant to help HMG meet its local currency contribution requirement for a
$2.4 million Asian Development Bank loan.

In early 1966 a new USAID project helped HMG establish the Agricultural
Supply Corporation (ASC) to purchase, treat, store, and distribute improved
varieties of cereal seeds. The ASC mainly imported seeds from India and Pakistan,
occasionally brought in seeds from the U.S. or Mexico, and sometimes purchased
them from Nepali agricultural stations and individual farmers working under seed
multiplication programs. In addition, the ASC was responsible for purchasing,
storing, and distributing (through the cooperative societies) fertilizer, insecticides,
pesticides, and tools. In 1971, it was merged into the Agricultural Marketing
Corporation. USAID funded technical assistance to help establish an operating
system for the new organization, and supported construction of six Terai godowns
and a storage facility in Kathmandu.

Problems and Program Refinements

In spite of $4 million invested in the Food Grain Production Project through 1968,
farmers were not increasing cereal production fast enough to reach the target of a
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12 percent increase by 1970. Partly this was because research focused on high-
technology inputs, such as irrigation water, fertilizer, and improved seeds, which
remained unavailable to many farmers. Even Terai farmers, with exceptionally
fertile land and a relatively good transport system, could seldom match the optimal
production conditions of the research stations. The program provided special
services to progressive “cooperator farmers”, assuming that new technology
packages would “trickle down” from these model farmers to neighboring small
farmers. However, the full package was seldom feasible or profitable for small
farmers.

Even if a farmer had adequate irrigation, accessibility and timeliness of other
inputs remained problematic. USAID support for the ASC ended in 1970. A 1971
AID appraisal team concluded they were “not satisfied that ASC is capable of
keeping up with effective demand in the Terai.” There were bottlenecks in
receiving imports and in timely distribution of inputs to farmers. The team blamed
“managerial lapses” of the parastatal organization, and urged USAID to contract
another U.S. “expeditor” to help ASC improve fertilizer and seed distribution
programs. A former USAID agricultural advisor noted that at that time, no one in
USAID or HMG thought of a private sector alternative (Antholt, personal
communication, 1990).

Import of improved cereal seeds from India was unreliable, causing serious
supply disruptions in Nepal. The 1971 assessment team urged that USAID and
HMG initiate seed multiplication programs at its Terai stations, to produce
sufficient foundation seed to distribute to cooperating farmers. These farmers
would be encouraged to multiply seed further. The team found that ongoing pilot
farmer-based seed production programs were disorganized and lacked quality
control. Also, research stations sometimes were not authorized to accept seed
contracted from farmers. UNDP was expected to take responsibility for this
program, but the team urged USAID, as the main “engine” behind the strategy, to
be “on guard” and step in if this effort was unsuccessful.

An ecarlier assessment team concluded that USAID and HMG “have
preoccupied themselves with the production aspects and given insufficient
attention to the sale of the product.” Little information was available to farmers on
market prices and networks, and no one was looking at farm level production
economics to see if there were sufficient profits to cover input costs and marketing
efforts. As the team noted, “the argument for the research / extension strategy is
vulnerable unless a reasonable case can be more easily made that gross off-farm
deliveries will be sold and they will be sold at a price profitable to the farmer.”
The team did not envision a future marketing problem for Terai grain, even if India
moved into a surplus cereal position.
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Because of rapidly increasing grain production in the Kathmandu Valley and
Terai, the team recommended that USAID begin an Agriculture Marketing Project
(started in 1968) to deal with grain surpluses beginning to build up in research /
production project areas. The project constructed nine storage facilities for
cooperatives in the Kathmandu Valley, additional godowns in Terai grain surplus
areas, and five godowns in food deficit Hill areas for storage of buffer stocks.
USAID planned experimental marketing programs in 1970 for cereal grains
(particularly wheat) and cash crops promoted by HMG.

One problem at the end of the 1960s was the competition between various
donor agricultural projects for fire-attention of DADOs, JTAs and panchayats.
Also, USAID itself had supported development of a number of farmer support
systems that required careful coordination at the district level to ensure farmer
benefits. To sort out relationships among developmental institutions such as
cooperatives, credit providers, research stations, extension, and land administration
at the district levels, USAID supported establishment of District Agricultural
Coordinating Committees, bringing together relevant agencies and headed by the
Chief District Officer.

In Kathmandu, agricultural task force teams were organized with USAID
assistance, including representatives of Land Reform, Research and Extension, the
ASC, and the Agricultural Bank. These groups visited the most productive districts
for joint planning exercises. One USAID advisor was assigned to work with the
experimental Bhaktapur Project, which aimed to develop a system for monetizing
farmers’ compulsory grain savings and provide credit for production inputs. This
required coordination among several programs at the district level and above.
Effective coordination of the new agricultural institutions created in the 1960s
would continue as a thorny problem into the next decade.

What Was Accomplished?

A rough estimate of U.S. investments in agriculture in Nepal in the 1960s is $10.5
million. What was achieved with this substantial investment?

Because of intensive U.S. support for the Nepali agricultural research system
in the late 1960s through the Food Grain Production Project, it is generally agreed
this was the period when effective station facilities, an operating system for
adaptive research on cereals, and adequate seed multiplication facilities were first
established in the Terai and at Khumaltar and Kakani in the Kathmandu Valley.
During this period, the U.S. also supported B.Sc. training for approximately 350
Nepali agriculturists in India, and provided short-term and advanced degree
training for more than 150 other Nepalis in the sector in the U.S., Mexico,
Philippines, and India. Initial linkages were established with international research
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centers including IRRI, CIMMYT, and the Rockefeller Foundation in India,
providing access to improved genetic material for adaptive testing. Thirteen
improved cereal varieties had been released by 1970.

Still, at the end of the 1960s Nepal’s research linkages and field research
system remained heavily dependent on U.S. energy, contacts and know-how. A
1971 appraisal team observed continuing dependence on U.S. station advisors,
their much-traveled supervisors, and Division Chief Dr. Raymond Fort “in getting
things moving.” They recommended that USAID continue this prominent field
role. One advantage was that U.S. advisors came to the field with accoutrements
critical to effective rural work, such as jeeps, good research contacts, and efficient
logistics support.

Part of the problem was that Nepali agriculturalists were learning new skills
and new roles. Out-of-country training further drained an understaffed research
and extension system. In addition, there was the continuing challenge of
decentralizing research efforts and posting well-trained young men to remote
research stations. In 1970, of 114 college graduates in the DOA, 96 were posted to
Kathmandu. The best that could be said was that trainees were sometimes willing
to be posted in the Terai.

Cereal Crop Varieties Released by Plan Period

I-1II Iv \Y% VI VII Total

prior to 1970-75 1975-80 1980-85 1985-90

1970
Rice 8 6 4 6 9 33
Maize 3 3 1 2 3 12
Wheat 2 3 1 6 3 15
Total 13 12 6 14 15 60

Source: Agricultural Research Policy in Nepal: Strategy and Management
Guidelines, ARPP Consultancy Report No. 19, August 1990.

A second area of accomplishment was establishment of support institutions
deemed essential for farmers under the Schultz model of agricultural development.
These institutions included the ADB, cooperatives, the ASC, an extension system
working more closely with research stations in selected areas, and the Agricultural
Marketing Corporation. The Extension Service, non-existent at the beginning of
the decade, by the end had expanded to include 51 district offices and JTAs in half
of the nation’s 3,700 village panchayats. The ASC increased sales of all inputs
from 1966 to 1970: fertilizer sales from less than Rs1.0 million to Rs16.9 million;
sales of plant protection materials from Rs21,000 to Rs200,000; seed sales from
Rs470,000 to Rs997,000; and agricultural tools and other inputs from Rs23,000 to
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Rs1,145,000 (USDA, 1973). The volume of Agricultural Development Bank loans
increased from Rs0.9 million in 1963 to Rs52.7 million in 1970.

Production of Paddy, Maize & Wheat
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Strategy and Management Guidelines, ARPP Consultancy Report No. 19, August 1990.

USAID-’s agricultural program in the 1960s focused on increasing cereal
grain production by increasing yields of rice and maize, and by increasing land
productivity through farmer adoption of a second crop of spring wheat. Production
of the three major grains increased by 3.8 percent to 3.3 million metric tons by
1970, as compared to a targeted 12 percent increase.

The adoption of wheat was a success story in parts of the Terai and the
Kathmandu Valley, with the number of hectares planted increasing from 100,000
in 1965 to 226,000 in 1970, and production (see previous graph) increasing from
126,000 to 265,000 metric tons. About 34 percent of the wheat land was planted
with improved varieties which could produce four times the yields of local
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varieties. Although wheat production rose sharply during this project period, it
accounted for only about three percent of total grain production.
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Source: Agricultural Statistics of Nepal, 1990, Department of Food and
Agricultural Marketing Services, Agricultural Statistics Division. Agricultural
Research Policy in Nepal: Strategy and Management Guidelines, ARPP
Consultancy Report No. 19, August 1990.

Increasing maize production was more difficult, because of the need to
develop varieties adapted to diverse local conditions. Production area and farmer
yields did not appreciably increase during the late 1960s. Rice production area (see
previous graph) increased modestly, from an estimated 1,101,000 hectares in
1964/65 to 1,173,000 hectares in 1969/70, with an estimated increase in production
from 2,201,000 to 2,241,000 metric tons. Although yield potential was very high,
Nepali farmers were slow to adopt improved short-strawed varieties, because they
were less palatable than local varieties and management requirements were
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complex. Increases in rice production were mainly due to opening up new
production areas in the Terai.

At the end of the 1960s, the Food Grain Production Project and other
components of the USAID / HMG agricultural strategy were only midway through
implementation. Their shortcomings and successes would be more obvious in the
decade to follow.

RURAL DEVELOPMENT & LOCAL
GOVERNMENT:
PANCHAYAT DEVELOPMENT

A Difficult Decision

Unaware of USAID’s plans to terminate the Village Development Project, John
Cool arrived in December 1961 as USAID’s new Chief of Village Development,
expecting to work closely with HMG in implementing this program. He was
instead instructed to terminate activities in Village Development within the next
year, and to prepare a plan transferring technically qualified Village Development
Service personnel to various technical ministries.

After promulgating the Village Panchayat Act in January 1962, King
Mahendra approached the U.S. Ambassador for assistance in adapting the
“national genius” of traditional village panchayats into an alternative democratic
system. Cool’s responsibilities were abruptly altered, as Ambassador Stebbins
directed USAID to analyze the potential for U.S. assistance in developing the
Panchayat system as a vehicle for social and economic development, and political
stability at the local level. As Cool later recalled (1968), the critical questions
were:

Can U.S. assistance play an effective role in helping to develop patterns
of local government which shore up or replace potentially unstable
political systems? Should the U.S. become involved in such political
development activities?
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Cool (1964) describes the mood of the times:

There was, at the time, a considerable mystique associated with the
panchayats; and feeling ran very strong in respect to the appropriateness
or otherwise of U.S. participation in this activity .... The complexity of the
situation in which I found myself at the time of my arrival was such as to
make difficult a simple analysis of the factors governing success or
failure. Indeed, even now, U.S. participation in the Panchayat
Development Project must be regarded, at best, as a calculated risk.

Cool worked steadily at accumulating information, making a number of field
visits and developing his analysis of the situation. He thought certain factors
weighed in favor of U.S. assistance. First was strong support by King Mahendra,
who considered the Panchayat system “a vehicle through which democracy can be
built from the bottom upward in Nepalese society.” This meant an opportunity,
unavailable before, to develop legally sanctioned local government bodies and an
institutional framework for rural people to actively participate in development. A
national referendum was proposed to be held within five years of establishing the
Panchayat system, to determine whether it should continue or Nepal should return
to multi-party politics. Cool was also impressed by King Mahendra’s efforts to
provide for social and economic equality.

Another important positive factor was the enthusiastic group of Nepali
professionals trained during ten years of U.S. support for the VDP. Cool was
“impressed by the intelligence, motivation and sincerity of the field-level
personnel associated with the Village Development Project and the local leaders
who would form the base of the Panchayat system”. He felt the key human
resource of 1,400 well-educated Kathmandu-based administrators, many
experienced Block Development Supervisors and Village Development Workers,
should not be dispersed to technical ministries but should be rechanneled into a
new program for local institutional development.

Other considerations not mentioned in his report included the keen U.S.
interest in supporting Nepal as a stable buffer state curing a period of open Indian-
Chinese conflict, and the large assistance allocation riding on this analysis. After
intense debate among Americans and Nepalis, “it was determined, on balance,
such support should be given, provided it met AID criteria of economic relevance,
self-help, and both administrative and fiscal feasibility.” HMG leaders must have
been relieved, U.S. support for Panchayat democracy would weaken Indian
arguments against it, moderate internal political opposition, and provide essential
funding for the new system.
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USAID Input In Defining the Panchayat System

The decision favoring U.S. support also meant HMG had the able assistance of
John Cool, an anthropologist experienced in helping establish local government
systems in developing countries. USAID and the American Embassy worked
quickly to help HMG adapt the concept of the panchayat (originally a village-level
adjudicative system) to a nationwide system of governance. As Chief of the
Community Development Office and then Deputy Director of USAID, Cool
developed a relationship of trust and frank dialogue with senior HMG officials. He
invested much effort in working with like-minded Nepali leaders to create a
Panchayat system that emphasized development rather than just politics, and
advocated decentralized decision-making at the village and district levels, elected
representatives managing local development, and mobilization of local resources.

In March 1962, Cool recommended that competing agencies working with
local governments — the Home Affairs Ministry, the emerging Panchayat and
Local Government Organization, and the Ministry of Development’s Village
Development Department — be merged into a single ministry. In July, the Minister
of Development assumed responsibility for both the new Panchayat Ministry and
the Home Ministry. The Development Ministry was then abolished, and Village
Development Service personnel were transferred to the Department of Panchayat
Development in the Panchayat Ministry. U.S. assistance supported the
“development” side of this new administrative unit, the Department of Panchayat
Development under Director Tara Dev Bhattarai, rather than the “political, law and
order” side.

Total U.S. expenditure for the Panchayat Development Project from 1962 to
1972 was $4.2 million. In the Project Agreement, signed in January 1963,
“conditions precedent” to funds release included HMG agreement to 1) allocate at
least 10 percent of land revenue collected for support of local government projects,
and 2) delegate some taxing authority to locally elected bodies. USAID provided
$600,000 per year for three years, for financial and material support of
administration, training, and self-help development activities at village and district
levels. Panchayat Training Institutes were established to train elected district
panchayat leaders and government officials, with mobile training programs for
village leaders. Program managers were sent abroad for training.

The heart of the project was grant-in-aid support for small-scale public works.
These were to be planned by elected village panchayat and district panchayat
leaders, and partially paid for by revenues collected in the villages. District
panchayats could approve village panchayat proposals up to Rs25,000. U.S. funds
initially provided two-thirds of the support for matching grants-in-aid. It was
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planned that U.S. funding would decline and be completely phased out by mid-
1966.

U.S. local currency funds supported salary and support costs for central and
field staff of the Department of Panchayat Development. This included 720 former
Village Development Workers who became responsible for assisting village
panchayats during meetings, training sessions, and planning of development
activities. It also supported District Development Officers, some of whom were
former Block Development Officers in the VDP.

Problems with Panchayat Development

Critical problems continuously undercut key development objectives which
USAID had emphasized were crucial to its support. Disillusionment with
the “grand experiment” first set in with the refusal of the central government to
grant authority to districts and villages to raise and use locally collected revenue,
part of the larger failure to devolve power to district governments. Dr. Raymond
Fort, Rural Development Division Chief from 1966 to 1972, argued strongly for
devolution in 1969:
...elected officials who have responsibility for development under the
constitution do not have the means to carry out development efforts. The
technical Ministries that have the means do not have the authority. The
Central Government which has the authority does not have the
responsibility because this lies in the local Village and District
Panchayats ... The answer is to concentrate power, authority,
responsibility, and resources at a particular point in the panchayat
organizational structure;, in my opinion, this should be the District level
.... The first step would be to place the means (in crude terms, money and
technicians) for development at the disposal of those who are responsible
for development .... Once the above step in decentralization is taken, all
sorts of interesting possibilities arise. For example, employees of HMG
will have to be responsible to district level wishes, not to their present
bosses in far-off Kathmandu. Panchayat taxes would have a chance to be
used for specific development purposes.

Key leaders of the Panchayat Development Department began to speak out
against problems in the system. The reaction of the conservative Home Ministry
was to assert greater control to stamp out this “dangerous political criticism”. In
the fall of 1965, HMG abolished the Department of Panchayat Development and
formed a single Ministry of Home and Panchayats. The political concerns and
police responsibilities of the Home Ministry became dominant; government
development officers and locally elected representatives feared sanctions if they
spoke frankly or acted boldly in support of local development. A USAID Junior
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Officer (Cluett, 1968) noted that “the morale and level of productive activity of
formerly strong, active workers in the Panchayat experiment is at an
extraordinarily low ebb.” In his 1967 close-out report, Cool described this process
as the reconstitution of the authority of the Bada Hakim (traditional governor) by
the Home Panchayat Secretary and his appointed representatives, the Zonal
Commissioners. At the district level, the Chief District Officer, with primary
responsibility in law enforcement, became the top development officer.

Another problem was the inevitable one of maintaining acceptable HMG and
local records and accounts for grant-in-aid development projects. Newly elected
officials, many with little or no education, were not prepared for this type of
accounting; nor were HMG ministries. This, combined with basic policy conflicts
over direction of the Panchayat Development Program, led USAID to terminate
the grant-in-aid component early. Theoretically, these funds (along with possible
additional support) were to be reinstated after the operating system was improved
as a result of USAID supported training and technical assistance.

At the local level, problems continued to emerge. Many local rural works
schemes were unsuccessful because they were selected according to political
expediency rather than sound development criteria; there were few technically
competent engineers or overseers in rural areas; and there was unreliable release of
funds from technical ministries. Increasingly, line ministries recentralized control
of program funds and technicians “with a cultivated disregard for panchayat
leaders” at the local level. Projects often failed to extend their services to areas
away from Kathmandu or mobilize support of local leaders. The Panchayat
Development Project also failed to support equal participation in local decision-
making by the poor and less educated ethnic minorities, as traditional landholding
elites controlled resources at all levels.

Late 1960s: Reduced USAID Support

With USAID withdrawal of funds for panchayat grants and increasing domination
of the Panchayat system by the Home side of the Ministry, USAID reduced
administrative support for the program and lost interest in the ineffective policy
dialogue with HMG. In the late 1960s, USAID narrowed its assistance to training
elected officials, other local leaders, and district civil servants, and providing
technical assistance in development planning and implementation for selected
district and village panchayats. The first component included construction of
facilities and institutional strengthening for four Panchayat Training Institutes at
Rampur, Nepalganj, Jhapa, and Jawalakhel. It also included mobile training
activities and national panchayat conferences to bring local leaders together to
discuss local development issues.
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In the second component, USAID Junior Officers (JOT) and trained Peace
Corps Volunteers (PCV) worked with selected district and village panchayats to
improve coordination of local programs with activities of technical ministries.
Separate development programs originating in ministries were making increasing,
and conflicting, demands on local level officers and political representatives. JOTs
and PCVs also were to help establish smoothly functioning district offices,
encourage district staff to visit and assist village panchayats with projects, and
assist districts in formulating development plans.

As long as policy problems persisted in the system, such narrowly focused
interventions had little impact on increasing popular participation in the
development process. In the characteristically frank words of a former PCV, a
Junior Officer in the Rural Development Division wrote:

Compelling evidence suggests that training is having little, if any positive
effect on the pace and quality of rural development, in the face of far
more powerful forces at work in the rural areas. It is disturbing that
USAID/N continues to identify the lack of trained HMG personnel as the
central problem when, in fact, most well trained, experienced panchayat
officials are simply not performing their jobs as they were trained.

— Cluett, 1968

The Peace Corps’ Role

PCYV Participation

As USAID Chief of Community Development, John Cool recognized that
dedicated field workers experienced in democratic self-help contexts were needed
to assist HMG in Panchayat Development. He encouraged an agreement allowing
Peace Corps Volunteers to work in Panchayat Development activities at village
and district levels. A summary of this period by the Peace Corps/Nepal Director
(Morgan, 1969), characterized the first PCV group of 39 members as “an
incredibly positive group” in “a brave and exciting, if somewhat naive, attempt at
community development”.

In 1964, plans for closer integration of USAID and Peace Corps work in
Panchayat Development were disrupted by termination of the counterpart
Department of Panchayat Development when the Home and Panchayat Ministries
were merged. The sixth PCV group, assigned to Panchayat Development as local
project overseers, became disillusioned with politics and bureaucratic red tape.
After 1966, PCVs were involved in panchayat training, as overseers in rural
development schemes, and in trying to improve management systems in district
panchayat offices. They had the closest U.S. involvement in Nepal’s “grand
experiment”, were frequently frustrated, and reported their many problems and few
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successes to, their director and USAID. To the end of the decade, they made
thoughtful, pragmatic suggestions on how to restructure Panchayat Development
activities to make them work “on the ground.”

At the end of the 1960s, when USAID interest was flagging and other
development strategies were competing for Mission attention, the Peace Corps
offered to test the feasibility of “genuine decentralization of authority” and
“concerted panchayat development” in several mid-Hill districts. The Peace Corps
and USAID insisted on local taxing and spending power; committed Chief District
Officers with clear decision-making authority; simplified procedures for grants-in-
aid; USAID local currency contributions for local public works projects; and
sufficient trained PCV overseers working under technical supervision of a field-
oriented USAID engineer. HMG did not agree to these conditions, and the idea
and the project died.

Former PCVs As USAID Field Workers

In July 1964, AID Administrator David Bell requested that John Cool organize a
social science “operations research” effort similar to the Vicos Project in Peru, to
consider “significant factors inhibiting and promoting the modernization of rural
Nepal.” It was hoped research results would be relevant to similar development
efforts in other countries. USAID hired five former PCVs to carry out studies in
rural communities involved in panchayat development. They began preparing field
reports in early 1966, but by this time interest in the panchayat experiment was
dwindling, due to U.S. termination of its grant-in-aid support and the fact that John
Cool was leaving Nepal. Findings were summarized by Cool (1968) and were used
to clarify USAID’s view of local-level problems in managing development.

What Was Accomplished?

In 1967, USAID officers tried to sum up the impact of the Panchayat Development
Project in terms of quantitative outputs. While emphasizing “the incredible
difficulty in getting accurate statistics of development progress” and
acknowledging they were not sure of the actual significance of completed projects
to villagers, they were able to point to the following self-help rural works schemes:
2,000 village meeting houses and community centers; 4,800 kilometers of loads
and trails; 2,400 kilometers of small irrigation projects; 1,630 small bridges and
culverts; 1,600 village wells; and 1,600 other schemes such as schools, ponds, and
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godowns. Between 1963 and 1967, the training program reached 18,500 village
and district panchayat members and 1,821 district staff members.

Twenty-five Nepalese studied in the U.S. in community development and
sociology / anthropology, and 60 more had long- or short-term training in third
countries. The project helped build and strengthen three Panchayat Training
Institutes and a field training program. The project sponsored three National
Panchayat Development Conferences for local leaders to provide feedback to the
central government and to establish guidelines for future programs. In 1966,
Regional Panchayat Conferences were held; however, this innovative feedback
mechanism was not sustainable in the political environment of the late 1960s.

In reviewing USAID attempts to create participatory democracy with a local
development emphasis, certain key points stand out. First was the heavy analytical
and judgmental burden placed on a single USAID advisor newly arrived to Nepal
and working in an atmosphere of intense political pressure. This contrasts sharply
with later patterns of USAID program decision-making characterized by the
lengthy deliberation of large assessment teams.

Second, the early 1960s was a time when the idea of “one-party democracies”
adapted to “local culture” was largely untested and conceptually popular with
Western intellectuals and donors, as well as citizens of developing countries.
Nepal was one of many countries experimenting with this political form and
calling it “democracy.” It was also a time when those in power, including leading
bureaucrats, verbally advocated local government and popular participation, but
had yet to come to terms with the realities of sharing power and decentralization.

The third, point is that the lack of conceptual clarity regarding the basic
ingredients of a democratic system led to confusion among donors and Nepalis
between the “form” and “substance” of democracy. USAID and concerned Nepali
counterparts eventually learned they could more easily influence the “forms” of
democracy in Nepal — elections, training, conference, district development plans,
and better organized district offices, but had no influence on the “substance” of
democracy — the sharing of power, responsibilities, and resources with locally
elected representatives. A final point is that to USAID’s credit, it moved decisively
to reduce support when it realized by mid-decade the panchayat experiment was
not achieving genuine local democracy and decentralization.

John Cool emphasized (1967, 1968) that the Panchayat system laid a
foundation for involving rural Nepalis directly in development decision making,
although this process was never fully realized. The system in operation in the late
1960s fell short of the original vision, but project inputs did result in a significant
number of trained central government officials recognizing responsibility to work
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with local government, more frequent field visits to supervise and inform
panchayats, and better trained personnel in key field positions.

Two JOTs (Ecker-Racz and Cluett, 1968) who were close observers of the
program in rural areas found a “significant increase in political awareness at the
rural level and a change in attitude regarding the concept of self government.”
There was interest and participation in rural elections and functioning local
governments. Through the grant-in-aid program, the project significantly expanded
local interest and political participation in development activities. It could be
argued that these changes might also have taken place if the U.S. had not provided
legitimacy to the Panchayat system, and a multi-party system had replaced it
sooner.

Cluett also noted the problems of increasing political awareness under the
Panchayat system (1968):

The GON is not effectively handling Nepal’s demands for increased
political expression and popular participation in the development
process. Its reaction to conflict and confusion in the rural areas is to
clamp on tighter controls and to become less responsive to local needs.

The achievements and failures of panchayat development must also be viewed
in the context of deep change as a long-term process. Cool (1967) concluded in his
final report to King Mahendra and the Prime Minister that:

The changing of peoples’ attitudes and the building of those institutions
which makes possible the functioning of a participant form of political
organization is not something which can take place by decree. Perhaps
the time required for modernization in Nepal should be seen to be much
longer than had been earlier thought. Perhaps 5-year or even 20-year
plan projections are unrealistic.

Termination or Continued Investment?

A new USAID Director, Carter Ide, arrived in 1969 with instructions from
Washington to rigorously review projects and terminate or refocus them to meet
current AID development emphases. The question of termination or continuation
of the Panchayat Development Project was given serious consideration between
1968 and 1970.

Dr. Raymond Fort, Chief of the Rural Development Division, concluded in
1969 that USAID should either mount a major new effort to achieve original
objectives or terminate the project. In his opinion, any new rural development
initiative should not be located in the Ministry of Home and Panchayat. The
technical ministries and Planning Commission had captured the development
initiative. The Planning Commission was supporting a concept of “growth centers



The 1960s 119

in development corridors”, giving districts more authority over budgets and
allocating scarce resources for special development projects. Fort suggested that
USAID consider working in this framework. However, neither HMG or USAID
followed up on this course at the time.
A Junior Officer offered insights into the dynamics surrounding the
controversial decision to terminate the project:
The Panchayat project is likely to be terminated at the end of FY 1969
because USAID/N and Embassy policy-makers have apparently
determined that further involvement in this kind of project will not further
our stated objectives in Nepal. The Embassy in Nepal apparently fears
becoming too deeply involved in, and committed to, a fairly chaotic
political institution in Nepal, which might not survive much longer.
Within USAID/N the Panchayat Project is viewed as a rather minor
activity among more important projects and, more specifically, USAID/N
technicians fear that the success of their projects vary inversely with
involvement in Panchayat.”
—Cluett, 1968
USAID Director Carter Ide saw the situation as one in which HMG had failed
to pursue an exceptional opportunity for local development with the window of
opportunity closing due to changing interests of USAID and HMG:
Many of the community development projects in which we had invested
great enthusiasm and energy had not come to full fruition owing to the
reluctance of the monarchy to let the local panchayats learn from their
own mistakes. We still nursed local governments where we could, but the
big momentum left by John Cool languished as we took up projects
identified by the centralized bureaucracy.
—personal communication, 1990
Most Panchayat Development Project activities were terminated in 1970.



120 Half-a-Century of Development

HEALTH AND FAMILY PLANNING
The Nepalese Context

The rudimentary state of Nepal’s health care system elicited a dual response from
planners and policy makers of the 1960s. One approach emphasized construction
of basic facilities and development of human resources and the institutional
capacity of the Ministry of Health. The goal was a simple package of basic health
services, delivered through curative hospital facilities located in urban areas — the
Kathmandu Valley and a few district headquarters. This type of systematized
health care, while relatively easy to achieve, reached only a small and elite
segment of the population.

The second approach concentrated on controlling common communicable
diseases. The most serious of these were targeted by public health programs,
designated as semi-autonomous projects under the MOH. These “vertical”
categorical projects were specially funded from outside the regular budget, with a
high proportion of their support from foreign aid. Most significantly, they were
envisioned as short-term, temporary programs, destined to end as soon as their
purpose was achieved. In addition to the Nepal Malaria Eradication Organization
(NMEO) established in 1958, leprosy and tuberculosis control projects were
started in 1965 and a smallpox eradication drive began in 1967. The fifth vertical
project was the Family Planning/ Maternal and Child Health Project (FP/MCH),
Nepal’s official government family planning program and a major recipient of
USAID assistance from its inception in 1968.

Projects in Health

USAID’s public health assistance continued the previous decade’s emphasis on
physical infrastructure, the most visible and obvious need. Offices, health posts,
clinics and hospitals were constructed or renovated and provided with
commodities and equipment. A secondary emphasis was human resource
development. By 1970, nearly 250 Nepalis had received participant training in
health and family planning. Training focused on strengthening the Ministry of
Health, the beginning of an ongoing effort to formulate an effective health delivery
system suited to Nepal.

USAID health assistance during the first portion of the decade was broad-
based, with multiple projects covering nearly every facet of health care
development. During the later 1960s, priorities focused on consolidating the
successful Malaria Eradication Project and developing a family planning program.

The Assistance to Public Health Services Project was drastically reduced in
scope in 1962 as a result of funding cutbacks. Three components were transformed
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into separate projects (Public Administration, Nurses and Other Paramedical
Workers’ Training, and Health Education), and the project goal was refocused
onto completing the establishment and renovation of 13 health centers and 14
hospitals throughout Nepal. Assistance included funding for building construction
and renovation, personnel training and commodity supplies.

A major project during the mid-1960s was the renovation and expansion of
Bir Hospital in Kathmandu. The largest and most important medical institution in
Nepal, the hospital was chronically under-equipped and understaffed. Dr. Edward
F. Crippen, Chief of USAID’s Public Health Division at the time, recalled that
cows wandered freely through the hospital’s wards, and patients protected their
beds from intrusion by surrounding them with bamboo sticks.

The original ambitious plan for the Bir Hospital Assistance Project was cut
back after funding reductions. The modified project included the design of a new
site plan for hospital facilities, the construction of new buildings and renovation of
old ones, the drilling of a 300-meter artesian well to ensure a steady water supply,
and a supply of basic equipment and commodities. The Surgical Wing, dedicated
in December 1968, was built and equipped with USAID assistance. Over $400,000
went to upgrade and modernize the government-operated hospital and train staff in
modern techniques, including the maintenance and operation of equipment. The
goal was to transform Bir Hospital into a “flagship” operation providing
professional training and improved medical care.
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Lecture Room, Nursing School, Chhetrapati, Kathmandu 1961
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The Water Supply Development Project, initiated in May 1960 under
USAID’s Engineering Division, was transferred to the Health Division in August
1961. The project goal was to improve the quality and increase the quantity of
domestic water supply in the Kathmandu Valley, and to a lesser extent in the
surrounding Hills. Sixteen deep wells were drilled at various locations, including
Kathmandu Airport, Sano Thimi Education Material Production Center, Patan
Industrial Development Center, and HMG Secretariat of Singha Durbar. About a
dozen villages in the Valley were provided with water supply distribution systems,
and a team of HMG engineers was trained in well-drilling techniques.

An ambitious 15-year nationwide Health Education program originally drafted
in 1957 was cut back to a 1965 deadline, partly due to financial restrictions and
partly to an ongoing dispute within USAID as to the importance of health
education as a separate component. “There were a lot of people, myself included,
who thought that everyone involved in health was a health educator”, Dr. Crippen
noted. During the project’s eight-year duration, a basic staff of Health Education
specialists was trained. Some worked in public health programs like Malaria and
Smallpox Eradication, Immunization and Maternal and Child Health Services;
others were retained in the central Health Service office to assist in program
organization and supervision. The project hoped to make best use of existing
health resources by educating panchayat leaders, educators, and the general public
about sanitation, disease prevention, and improved health practices.

USAID assistance to the Health Education Project included long-term
participant training for qualified public health educators (eventually meant to be
assigned to zonal and special health education programs); technical advice in
organizing and managing public health programs; preparing educational materials
and training participants; and operational support for expanding the Health
Education Section services to rural areas.

USAID was involved in public health through non-project activities as well,
Dr. Crippen recalled. When a smallpox epidemic threatened Nepal in the winter of
1963, WHO’s ongoing vaccination program was unable to meet the increased
demand due to the difficulty of storing and transporting frozen vaccines. The final
blow came when the American Everest Expedition hired over 600 porters to carry
its gear to Namche Bazaar. The porters brought smallpox as well, carrying the
disease up the trail and back to their home villages. The Nepalese Minister of
Health requested vaccine from the U.S. Embassy, which passed the request on to
USAID. In less than a week, 200,000 doses of dry vaccine donated by American
Pharmaceuticals had reached Nepal and were being distributed to local health
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workers in rural areas. By May 1964, 700,000 doses had been distributed through
the Department of Health infrastructure, and the epidemic had been quelled.

Developing a Public Health Service

The major project during this period was Public Health Administration, a joint
undertaking with WHO, the Dooley Foundation, and HMG to improve the
organization, management and operations of health services nationwide. The
program continued efforts of the Assistance to Public Health Project to develop a
detailed long-range national health plan. Long-term goals of the plan included the
integration of separate health units like the NMEO within the Department of
Health Services, and the decentralization of services — themes which have
continued to the present day. In its broadest sense the project sought to develop a
method of funneling funds, administration and services down through zonal,
district and panchayat levels to a widely scattered rural population, a challenging
task that is still continuing.

The concept of the rural Health Center as a means of providing a basic
minimum of rural services was developed with USAID collaboration and
introduced in the Third Plan. Originally the centers were intended to be staffed by
at least one doctor, supported by trained paramedicals, but the MOH soon found
that most doctors preferred to remain in urban settings. Nine health centers were
completed by 1970, but a chronic shortage of trained manpower left many of these
institutions seriously underutilized.

USAID and HMG shared the costs of establishing and operating reorganized
sections within the Directorate of Health Services, including Community Health
Services, Planning and Statistics, Training and Education, Maternal and Child
Health, and Communicable Diseases. Support was provided for half of the 14
Zonal Health Departments established during this period. USAID renovated
offices in HMG Directorate of Health Services, trained participants in public
health and administration, and provided construction and operational support for
16 District Health Offices. HMG’s contribution was the construction of zonal
hospitals. By 1965, 104 health units — administrative offices, clinics and hospitals
— had been established around the country, though there was a shortage of trained
manpower to staff them. In accordance with the WHO concept of “circles of
influence”, an attempt was made to strategically locate health service facilities in
order to maximize their use. From this base HMG was to establish health posts at
the village level, depending on the availability of funding and personnel.
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Family Planning

The Beginning

Nepal’s population, like that of many developing countries, began a rapid increase
in the post-World War II era. The effects of this relentless mathematical
progression did not become apparent for some time, due in part to the lack of
statistics on population growth (the first indication was the 1976 Nepal Fertility
Survey).

The need to achieve a stable balance between population and resources was
identified by a few USAID advisors and staff during the mid-1960s as a critical
element in achieving significant improvements in the quality of life. Establishment
of a family planning program was discouraged by both HMG and AID/
Washington. Joseph Toner, USAID director from 1964 to 1966, recalled in a 1990
interview: “I wanted to focus on family planning, but the Nepalis had no interest,
and the health facilities of the time were so primitive that we needed inputs from
Washington, especially in training.” The problem was not in resources — Toner
recalled “we had no budget problems during this period” — but in commitment.
AID / Washington was only prepared to support a “modest” family planning
program, in particular through commodity support (“we were drowning in
condoms”, Toner recalled). The major demand in Nepal was believed to be for
abortion and sterilization, but Washington guidelines were “not to alarm the anti-
family planning people” in the U.S. Lacking both major investment and
commitment, the proposal foundered.

It was only a few years ahead of its time. International donor attention turned
increasingly in the late 1960s to financing family planning programs, and USAID
funding followed suit. In 1965, the agency’s worldwide allocations for family
planning constituted about 5.5 percent of total health and population funding. By
1978 this figure had risen to nearly 60 percent of the total.

Nepal also moved slowly towards embracing family planning. The first formal
endorsement came in 1965, as King Mahendra announced to the Rastriya
Panchayat that his government had adopted a family planning policy “in order to
bring equilibrium between population growth and economic output”. Official
HMG policy during this period was to first reduce growth through socio-economic
change, and only secondarily through a family planning program. Many officials
felt that a rapid population growth rate was in fact desirable, to counteract Indian
immigration into the Terai. The government’s main population policy through the
1960s was resettlement from the overcrowded Hills to the Terai. This altered
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population distribution, but did not resolve, or even squarely address, the problem
of population growth. A 1968 report by a USAID consulting team noted:
The government has in principle adopted family planning as a priority
activity; however, we do not believe that it is generally appreciated just
how important the program is, or the magnitude of effort required in
order to achieve sufficient results.

The first organized governmental family planning activities began in 1966, as
the Maternal and Child Health Section of the Department of Health began offering
limited services in the Kathmandu Valley, with supplies and equipment provided
by USAID. In 1968, with USAID encouragement and support, the unit was
officially transformed into the Nepal Family Planning and Maternal and Child
Health Project (FP/MCH), a semi-autonomous agency within the MCH division.
This official linkage of health and family planning was motivated by several
factors. Planners hoped to gain greater acceptance by delivering health care along
with birth control, and combining the two maximized the efficiency of health
service delivery. In terms of strategy as well, a reduction in Nepal’s high infant
mortality rate was considered necessary to achieve a decrease in the birth rate.

The goal of the Family Planning Project agreement signed on June 30, 1967,
was “to establish an effective Family Planning Program”. HMG was to include the
new program in the MCH Division and appoint a Family Planning Advisory
Board. The project would establish birth control clinics in the Kathmandu Valley,
using the IUD as the program basis.

Four months later, a second agreement was signed regarding support of local
costs of the family planning project. USAID funding accounted for 80 percent of
the project’s total activity budget for FY 1968. The following year, the agreement
was further expanded to finance twelve more family planning clinics,
commodities, participant training, and advisors.
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A Women Auxiliary Health Worker provides rural health care.

USAID’s intensive support for family planning in Nepal thus began with the
inception of the FP/MCH project. Early achievements mainly focused on
organizational establishment and consolidation, and an overall evaluation is best
made within the context of the 1970s. While acceptance rates for most methods of
birth control fell below targets in the early years, overall progress was rated as
satisfactory, most significantly in the areas of staff development, public interest
and support, and physical infrastructure.

Malaria Control: A Stunning Triumph

The dramatic, nationwide reduction of malaria was perhaps the greatest technical
and logistic triumph of the 1960s. From more than two million cases annually in
the early 1950s, malaria was reduced to an all-time low of 2,468 cases in 1968.
USAID at the time considered its anti-malaria work among its most successful
efforts in Nepal. This assessment remains true today, for although malaria has
since resurged from its all-time low, control of the disease in many formerly
endemic areas has remade the country, opening up large portions of the fertile but
uninhabited Terai. Malaria control has brought immeasurable benefits to Nepal,
reducing human suffering and improving economic efficiency and production and
general wellbeing. The considerable advances achieved in the Terai over the past
few decades were built on the base provided by malaria control.
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Administrative Issues

USAID’s Malaria Eradication Program was categorized as a Special Project
Activity in the early 1960s; by 1967, it was operating under Rural Development.
Though it was originally placed in the sector as a matter of administrative
convenience, malaria eradication played a significant role in opening new land to
agricultural development, and thus was considered integral to overall rural
development.

USAID resources were channeled through the Nepal Malaria Eradication
Organization. USAID provided advisory teams of technicians, all DDT, spraying
equipment and anti-malarial drugs, overseas participant training, and 75 percent of
the operating expenses of the NMEO. By the end of the project in 1973, USAID
had contributed $13.5 million to malaria control. WHO provided advisors, training
fellowships and commodities, while HMG was responsible for Nepalese staff,
office housing, local commodities and the balance of the NMEO budget. Malaria
control was high on the government’s list of priorities, commanding nearly half of
the health budget.

By the mid-1960s the NMEO was generally acknowledged to be one of the
best-managed organizations in Nepal. Intensive in-country and participant training
had built up a cadre of 4,000 trained full-time workers by 1968, making it one of
the largest civilian organizations in the country. However, the NMEQO’s status as a
temporary project meant these gains were not fully institutionalized.

USAID advisors were aware of the necessity for a permanent local health
service infrastructure to continue maintenance operations after the major goals of
the NMEO had been achieved, and they questioned the existing health service’s
capacity to carry out anti-malaria functions. Rather than jeopardize achievements
by transferring malaria control to basic health services, they advocated the large
and well-organized NMEO be used as a base for the development of permanent
rural health services. Adding immunizations and family planning to the duties of
the malaria worker seemed a logical way to maximize effectiveness in a resource-
scarce country.

The NMEO

The technical advisors who arrived in Nepal in 1959 to assist the fledgling NMEO
found the old Insect-Borne Disease Control Bureau (IBDCB) program scattered in
“bits and pieces” across Nepal, a reflection of USOM’s tendency in the 1950s to
spread efforts over a very wide base of operations. They soon realized that rugged
terrain, widespread endemicity, and a shortage of trained staff made a
simultaneous nationwide attack on malaria impossible. The country was divided
into three roughly equal portions, with the readily accessible Central Zone slated
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for first efforts. The zones, however, were on paper only. “Nobody had any kind of
idea of what was really out there, because there were no maps of any kind,”
recalled malariologist Larry Cowper one of the original team members, whose 10
years of anti-malaria work in Nepal span four decades.

The first step was geographical reconnaissance: detailed surveys located every
house in the Central Zone that would require spraying. The NMEQO’s survey maps
were in great demand by other organizations and sectors. Up until that point, the
best available map of Nepal was a British version produced in 1927. Because
NMEO workers visited house-to-house, their mapping served to update data from
the National Census survey as well.

Information collected during this preparatory phase proved vital in planning
strategy and calculating supplies of insecticides and drugs. Preliminary research
also included assessing the frequency of malaria, the particular types of mosquito
carrying it, and the best way to go about spraying. Political pressure to speed up
spraying continued, but the NMEO, institutionally stronger than its predecessor,
was able to resist until the necessary preliminaries had been completed. Strategy
followed the classic four-phase malaria eradication model developed by WHO and
used worldwide:

e preparatory: geographic reconnaissance, organizational establishment and

training;

e attack: house spraying, followed by house-to-house surveillance to detect

and medically treat malaria cases;

¢ consolidation: intensified surveillance to eliminate any remaining cases;

¢ maintenance: continued vigilance by the regular health service to guard

against re-introduction.

By 1960 the Central Zone was ready to commence the attack phase of
insecticide spraying. Previous procedure had been to take gangs of workers from
Kathmandu, along with cooks, tents, and provisions, a massive undertaking beset
with logistic difficulties. The NMEO defied the conventional wisdom that it was
“impossible” to hire local men to work as sprayers, and recruited and trained
thousands of local villagers. “Over the years, they have proven to be the best
sprayers in the world,” said Cowper, “I’ve worked in 32 countries, and no place
have 1 found workers more willing to meet the heat, the dust, the sweat, the
boredom, the separation from their families, than in Nepal. And that goes from top
to bottom — supervisors to fieldworkers”.

A spirit of improvisation infused the early NMEO: insecticide was weighed
out against a canvas bag filled with stones on a beam scale borrowed from the
local bazaar. Rather than wait ten months for replacement parts for sprayers to
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arrive from the U.S., workers improvised parts from local materials for one-third
the cost.

The transportation of tons of insecticides to remote areas involved the largest
supply movements ever seen in Nepal up until that date, since rivaled only by the
most massive mountaineering expeditions. As many as 300 porters would gather in
an open field near Swayambhunath to pick up loads of insecticide bound to 15
different destinations, some over a week’s walk away. By 1962 a diversified
stocking system had been developed, allowing direct shipment from New Delhi to
14 different points along the border and greatly simplifying supply efforts.

In addition to spraying, surveying, and distributing medicines to malarial
cases, fieldworkers took the time to explain the causes of malaria to villagers, few
of whom understood the reason for spraying. Many thought it was to kill flies, lice,
and bedbugs as well as mosquitoes. Traditional beliefs ascribed malaria to many
causes: milk, eating fish or yogurt, sleeping in the midday sun on a grassy field,
walking through the early morning dew. Efforts had been made as early as 1957 to
explain the mosquito-malaria transmission cycle. Mainly, though, “we just told
them the spraying would stop malaria,” Cowper said. “And it did.”

INSERT
PHOTO
P.145

An employee of the Nepal Malaria Eradication Organization
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By 1964, five years of spraying in the Central Zone had achieved protection
for 2.8 million Nepalis, opened up 42,000 acres of agricultural land, and reduced
malaria cases to the point where the surveillance phase of house-to-house visits
could be implemented. The preparatory phase begun in the Eastern Zone in 1962
was shifting into spraying, and had already protected over 800,000 people in the
Eastern Terai, including some of the most malarious areas of Nepal. Mapping and
preparatory activities had begun in the remote Western Zone in 1963, and spraying
was expected to begin in 1965. The NMEO had a permanent staff of over 2,300, an
even larger temporary corps of local spraymen; a number of higher-level staff had
received participant training abroad. The NMEQO’s mobile field staff was the
largest and most visible of the decade’s vertical projects. By 1965 it was providing
care for 3.5 million people on a regular basis; at its peak it was to achieve regular
coverage of six million people. In many remote areas, the malaria worker was the
only government worker villagers ever met. No other USAID project of the era
equaled the direct impact upon vast numbers of people that the NMEO achieved.
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MALARIA: ERADICATION OR CONTROL

The December 1958 agreement of technical assistance establishing the
NMEO transformed the malaria control program established in 1954 into a
malaria eradication program. The goal was complete elimination of the
disease by 1971 (the deadline was later extended to 1973). This policy was in
accordance with the worldwide eradication drive of the 1960s. Nepal's anti-
malaria program was part of a worldwide effort by USAID and WHO, which
collaborated on Malaria Eradication Programs in 17 countries.

Eradication of malaria was achieved in about 50 countries, proving the
technological feasibility of the goal. However, an international reassessment
in 1969 suggested that complete eradication was perhaps inappropriate in
certain situations. In Nepal's case, the continuing possibility of reinfection
from India makes eradication difficult to achieve, and even more difficult to
maintain. From a cost benefit viewpoint, the value of eradication was
beginning to seem questionable. Large sums were being spent in the attempt
to wipe out malaria in the Far Western Hills, which had a very low (less than
.5 percent) but extremely widespread incidence of the disease.

A USAID Project Appraisal Report written in 1969 suggested the malaria
program's goals be reevaluated. Malaria control, as opposed to full
eradication, had been suggested as early as 1967. Early discussions had
concluded eradication was preferable to control because costs would be high
but finite. Other financial considerations began to assume increasing
importance, however. USAID was anxious to lessen the NMEQ's reliance on
donors and to reduce inputs to a level that could be absorbed by HMG's
budget. By reducing staff and concentrating resources on problematic areas, it
was hoped malaria could be maintained at an acceptably low level, at a lower
cost than demanded by the eradication drive. In 1971 the NMEO changed its
goal of complete eradication to the objective of maintaining control, with full
USAID support in the ensuing reorientation.

Impact of Malaria Control

Larry Cowper stated: “Ask any Nepali and they’ll tell you: The best program
USAID has ever put on, the most appreciated program USAID has ever put on, is
malaria control.” Quite literally, it changed the lives of millions. As early as 1956,
settlers begun to move into the Terai; by the mid-1960s they were pouring down
from the Hills. Population pressures, combined with a shortage of arable land, had
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made life difficult in Hill regions at least since the 19th century, forcing many
farmers to emigrate in search of employment. The opening of the Terai provided a
safety valve for the increasingly crowded Hills. The average family holding in the
Hills was 0.5 hectares. In the Terai, the average size of the new plots was 1.6
hectares — and it was fertile, flat, well-watered and located in contiguous fields,
rather than scattered up and down a hillside. “All the farmers had to do was throw
the seeds in the forest, and the corps would grow,” is how one observer described
the situation in the newly-opened Chitwan region.

In 1954, 35 percent of Nepal’s population lived in the Terai. By 1965, the
Terai’s annual population increase was the highest in the country, outstripping
even the Kathmandu Valley. At the same time, the Hills and Mountains were
showing a net population loss, a clear sign of the overall downhill migration trend.
Through the 1960s the population of the eastern and central Terai grew by one-
third, while the Western Terai’s population nearly doubled; meanwhile, the Hills
and Mountains experienced 17 percent growth at the highest (Seddon, 1985). 1981
census data showed an even more tremendous rate of growth, as the Terai’s share
of the national population shot up to 47 percent. By 1991, that figure was
estimated at 51 percent.
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Comparison of Specific Crop Outputs in Selected Malarious

Dristricts of Mepal
1967/1968
PADDY WHEAT

DISTRICT Area Metric Area Metric

(Ha.) Tons (Ha.) 1&5;0
Makwanpur 9,500 22,028 2,550
Chitwan 22500 45450 3,500 3,675
Mawal 3000 51,150 8,500 7.012
Parasi
Kapilvastu 61500 106395 10000 9,250
R]J_'Flnd]hl & 00 m 12,000 9,500
Udaipur 11,000 23,650 178 175
Parsa 35,000 59,040 5,000 4,500
TOTALS 235900 413313 41725 36,662

1987/1988
PADDY WHEAT

Area Metric Arca bl ric

{Ha.) Tors (Ha.) Tons
Makwanpur 12640 31070 6,200 10,040
Chitwan 28500  B7650 B.640 11,920
MNawal 35260 B1B10 12720 17,810
Parasi
Kapilvastu 71150 135300 26580 32430
Rupandehi 69,100 158410 23480 28,170
Udaipur 10930 19,070 3,500 3,850
Parsa 46320 137780 14540 17160
TOTALS 261,260 651090 95660 121,380

OIL SEED
Area Metric
{Ha.) Tons
4000 1500
15,000 8,850
2500 1250
1800 918
3e00 187
3800 2280
930 e )
28,069 17444

AL SEED
Area Moetric
{Ha.) Tons
1,770 L070
22600 14690
6610 6300
2200 1,100
4400 640
3920 1740
4400 24M
45900 39960
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Malaria control’s greatest benefits occurred in the highly malarious forest
fringe and Inner Terai regions, previously nearly uninhabited. A dramatic
illustration of the ensuing massive population shift is the Rapti Valley. Located in
the Chitwan district of the central Inner Terai, the region was known as Kalopani
or “Black Water”, renowned only for its rich wildlife (it was a favorite Rana
hunting ground) and the virulence of the malaria. An initial survey found 36,000
people living in the fertile 400 square mile valley, mostly indigenous Tharus who
had developed partial immunity to malaria. Following the early and successful
anti-malaria work by WHO in the mid-1950s, USAID sponsored a model
resettlement program to open the Rapti Valley for settlement and cultivation. By
1960 the valley’s population had reached nearly 100,000, and in the following
decade it tripled again, a ten-fold increase from the original total.

The Surkhet Valley is another example of the transformation wrought by
malaria control in the valleys of the Inner Terai. “The first time we went through
there, there was nobody living in the valley, only a few animal sheds and fields,”
Cowper recalled. “The farmers lived up on the hillsides and would come down to
farm the valley in the day, but went back up before nightfall. Although they didn’t
know the mechanics of malaria transmission, they did know that if they spent even
one night in the Valley, they would fall sick within two weeks.” This pattern of
lowland fields and hillside dwellings appeared in many areas of the Terai, where
the best land was located in the alluvial (and highly malarious) river valleys.
Today the Surkhet District is home to 200,000 people, and farmers no longer need
spend several hours per day walking to their fields.

The new settlers were nearly without exception motivated by the hope of a
better life. The opening of the Terai offered them an escape from poverty, the
chance to meet basic needs, and the opportunity to send their children to school.
Between 1963 and 1978, 13,684 families were relocated through official
resettlement programs. The spontaneous unofficial migration was enormous. The
World Bank estimated between 1961 and 1971, 400,000 settlers migrated onto
72,000 newly cleared hectares; other estimates are even higher. Total migration to
the Terai was estimated at 1.5 to two million. By 1971, 41 percent of Terai land
was cultivated, compared to 9.4 percent of the Hills and less than two percent of
the Mountains. Though the Terai contains less than 20 percent of Nepal’s total
area, it includes 64 percent of its cultivated land, producing a similar percentage of
the nation’s foodgrains and a high proportion of cash crops like mustard oil and
sugar.
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Beyond its role as the agricultural ricebowl of Nepal, the Terai’s proximity to
Indian markets and supplies make it the nation’s industrial heartland. Over 3,200
industries are located in the region, with investments totaling three billion rupees
and an annual output of five billion rupees. Figures from 1985 / 86 indicate the
Terai contributed total revenues of Rs.793 million in duty and taxes. A complex of
factors contributes to the Terai’s industrial prominence: the region has the nation’s
highest road length/area ratio outside the Kathmandu Valley, with 15 of its 20
most densely populated districts and the majority of urban centers.

The major negative result of the Terai’s transformation was the ecological
devastation resulting from development. Through the mid-1950s, the richly
forested Inner Terai remained one of the last and lushest remaining examples of a
unique ecosystem which once stretched from the Indus River in present-day
Pakistan to the border of Burma. Development of the Terai’s rich resources
entailed the destruction of huge tracts of virgin forest and wildlife habitat.
Representative portions have been preserved within the boundaries of national
parks and wildlife reserves, but for better or worse, the Terai’s ecology has
inevitably been altered.

Nepal’s once-extensive forest resources were virtually untouched until the
new settlers came, clearing land for planting and cutting timber for fuel,
construction and export. One observer (Seddon 1985) estimates that over half the
forest cover of the eastern Terai, the most densely populated region, was cut
between 1952 and 1972. Despite these negative impacts, there is little question that
the opening of the Terai has made a vital and indispensable contribution to Nepal’s
development.
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EDUCATION AND ECONOMIC DEVELOPMENT

The Government of Nepal is aware that its most basic resource resides in
the character, energy and skill of its people and that little can be
accomplished with material resources until this basic resource is brought
to the level where peoples’ fundamental attitudes, skills and motivations
will support and maintain sustained development.
—USAID Development Assistance Program, 1962
A growing awareness of the role of economic growth in national development
served to underline the importance of improving education in Nepal. In the
international development arena, as well as in HMG policy and USAID’s program,
education assumed a prominent role in development. In 1959, the Asian member
states of UNESCO met to discuss education’s role in facilitating economic growth,
and later sent educator / economist teams to Nepal and other developing countries
to advise on planning to promote more effective use of education in economic
development.

King Mahendra, who supported the view that development of education would
enhance economic growth prospects, considered education a direct investment in
the country’s human resources, and sought to create a unified educational system
to serve Nepal’s development needs. By the beginning of the decade, Nepal’s 9.4
million people had achieved a national literacy rate of 8.9 percent, a considerable
improvement since 1951. However, because the general population was still barely
equipped to participate in implementing development plans, a national system of
education that would support the development goals of the new Panchayat system
became a top priority in Nepal’s Second and Third Plans.

USAID’s Education Program in the 1960s

In 1961, AID prioritized its development goals by creating functional account
categories to disburse project funds. During the first half of the decade, Education
and Training was considered top priority. USAID dramatically expanded its
education program in Nepal, and added substantial training components to other
projects. Government Administration and Rural Development became the top
Agency priority in 1964, but Education and Training remained the highest priority
in HMG’s and USAID / Nepal’s development objectives. Between 1964 and 1970,
USAID spent more on education development than at any other time during its 40
years of assistance to Nepal.

Throughout the 1960s, USAID’s assistance to the development of a national
system of education remained comprehensive, but was increasingly focused on
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qualitative improvements rather than on physical expansion. Major emphasis was
given to developing educational institutions and supporting participant and in-
service training for teachers, educators and administrators.

Until 1968, most USAID initiatives in education were continuations or
expansions of activities begun in the 1950s, to reinforce earlier progress. USAID’s
Education and Training Project (1961-1963) attempted to meet the basic
educational needs of the population through several components: Primary
Education, Secondary Education, Teacher Training/Higher Education, Adult
Education, and Education Materials Development. Between 1964 and 1967, these
components were accorded independent project status. Technical Education was
added as a new initiative, covering both vocational training for secondary teachers
and technical skills training for secondary school graduates.

In 1968, USAID’s education projects were consolidated under the Teacher
and Technical Education Project, which lasted until 1972. This consolidation was
in response to AID’s worldwide fiscal retrenchment and HMG’s intention to
assume more direct control over development programs. Project activities carried
out by a team from Southern Illinois University (SIU) included teacher education,
teacher salary subsidies, curriculum and testing materials development, secondary
and multipurpose (vocational) education, and science education. The project
emphasized institution building: assistance was provided to the College of
Education and its Laboratory School, five Primary School Teacher Training
Centers, the National Vocational Training Center and its Demonstration
Multipurpose High School, and the Education Materials Center.

Financing Education Development

USOM’s education program in the 1950s had been successful partly because of its
willingness to commit substantial financial and technical resources for a prolonged
period. A similar commitment by USAID in the 1960s provided the continuity
necessary to develop and institutionalize a national system of education. The U.S.
remained, by far, the largest donor to education in Nepal. The only other donor in
the sector, India, contributed just over $1 million between 1952 and 1965.

Reflecting the 1959 decision to reduce contributions to educational
development, USAID assistance totaled only $395,000 between 1961 and 1963.
However, assistance levels increased dramatically from 1964. USAID spent nearly
$12 million on nine education projects between 1961 and 1969, approximately $10
million of this in the form of PL 480 Indian rupees. USAID assistance represented
nearly 70 percent of HMG’s education budget expenditures, and included Ministry
of Education budget support.

This dramatic escalation in assistance to Nepalese education was short-lived,
however. At the end of the decade, as AID redefined its development priorities
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world-wide and began phasing out the use of Indian rupees in favor of dollar
financing, assistance to education was reduced and projects consolidated. U.S.
assistance at the end of the decade represented only 27 percent of HMG’s
education budget expenditures, reflecting not just a drop in total levels of U.S.
assistance to Nepal, but also HMG’s increased allocation to the sector.

Project Administration

Administration of USAID’s education projects became the responsibility of direct-
hire employees with the termination of the University of Oregon contract in 1958,
and remained so until technical experts from SIU were called in to implement the
Teacher Training and Technical Education Project in 1968. The 1960s were also
characterized by a dramatic increase in USAID’s American staff. USAID thus
relied significantly less on Nepalese counterparts than in the previous decade. At
the same time, education programs focused on central institutional development,
resulting in reduced interaction with educators and teachers outside of Kathmandu.
The strength of USAID’s education programs in the previous decade had been in
its substantial field network and hands-on presence, and its reliance on Nepali
participation in project implementation. This diminished in the 1960s, as office-
based administrators took over USAID’s education program from field-oriented
specialists.

Educational Administration: Training and Innovation

USAID continued to emphasize training and administrative development in
education. While only 13 percent of all participants trained during the 1960s were
in the education sector, a far greater number of Nepalese participated in in-service
training for teachers and administrators.

USAID contributed to the development of education administration with
participant training for Ministry of Education officers, and in-service training for
administrators and educators in all segments of the education sector. Training
programs helped reinforce the promising start made in the previous decade in
developing effective institutions capable of directing development of a nationwide
system of education. USAID support for educational institutions aimed to
strengthen the College of Education, develop the National Vocational Training
Center and its Demonstration School, and develop the Educational Materials
Center.

Under the Panchayat system, the National Education Committee was formed
as a high-level policy-making body. The committee centralized education planning
and evaluation activities, and decentralized implementation of education policy.
USAID assisted the Ministry of Education by training local-level administrators.
By mid-decade, one education officer and district level education officer were
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posted in each of the 75 administrative districts. In 1963, USAID assisted in
establishment of the Division of Planning and Statistics within the Ministry of
Education, meant to improve HMG’s educational planning capability. USAID also
provided both in-service and participant training to enhance the MOE’s planning
and evaluation capacity.

For USAID, participant training was a way to introduce educators and
administrators to modern educational concepts. It was hoped that exposure to
alternative models of educational administration and financing, teacher training,
and curriculum and materials development would encourage Nepalese educators to
translate some methods into working models appropriate for Nepal. Though
traditional administrative practices continued to inhibit broad-based innovative
approaches to education development, the large number of Nepalese educators
exposed to alternative models ensured a steady infusion of ideas.

Primary Education

Between 1951 and 1961, the number of primary schools in Nepal increased from
321 to 4,001; enrollment jumped from two to 15.8 percent of the primary school
age group. A 1961 UNESCO team found that female enrollment had increased
from four percent of the total in 1954 to 35 percent in 1961. By 1970, 26 percent
of primary school-age children were attending 7,256 schools.

Remarkable quantitative gains had been achieved. USAID now sought to
improve the quality of primary education by financing activities designed to attract
and educate more competent teachers and provide well prepared instructional
materials and better-educated supervisors and administrators. Between 1961 and
1967, USAID committed more than $3 million for primary education, to provide
technical assistance and training and also to finance operation of institutions such
as the College of Education and its Laboratory School, five Primary School
Teacher Training Centers, and the Education Materials Center.

At the beginning of the decade, USAID’s goals in primary education included
support for a five-year elementary school program, establishment of 2,200 new
primary schools, development of a uniform curriculum publication of textbooks
for students and teachers, and teacher education - all continuations of activities
started in the 1950s. USAID was also involved in cost-sharing of education
facilities and construction of additional classrooms for numerous existing primary
schools.

Despite early attempts to standardize the primary school curriculum, there
were still at least six different types of schools operating in Nepal. USAID
continued to pursue the development of a standard primary level curriculum,
textbooks, and teaching materials through technical assistance to the College of
Education and the Education Materials Center.
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Primary Level Teacher Training

The rapid increase in primary schools during the 1950s had strained Nepal’s
teaching force to its limit. Salary reform at the primary level was needed to entice
new teachers, and to encourage those with experience and training to stay. Though
thousands of new teachers had been trained under various USAID-sponsored
programs, graduates would often move into more lucrative professions. The
opportunity for primary teachers to graduate to better-paying secondary level
positions aggravated the shortage of primary teachers.

HMG, with USAID assistance, subsidized the salaries of teachers who
received in-service training to encourage them to make use of their training and
remain in the profession. The number of primary teachers steadily increased over
the decade, until by 1970, Nepal had 18,674 primary teachers, as compared with
640 in 1951. Unfortunately, less than one-quarter of the total had received any
formal teaching instruction.

Until 1968, USAID continued in-service training for primary teachers through
support to the College of Education and its mobile normal school teams. In 1968,
USAID sought to institutionalize the normal school training concept by
establishing permanent Primary School Teacher Training Centers, one in each of
the five development regions. The centers offered one year of teacher training to
students who had completed secondary school.
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Secondary Education:

Meeting Nepal’s Manpower Requirements

HMG’s increased emphasis on manpower development caused USAID to allocate
nearly $1 million for the development of secondary education between 1961 and
1967. Beginning with the establishment of an experimental Multipurpose High
School in Pokhara in 1956, USAID and HMG had sought to integrate practical,
vocation-oriented subjects into the secondary school curriculum.

Targets were set to place one multipurpose high school in each of the 14
administrative zones and 32 districts by 1965. By the end of the decade, courses in
vocational subjects were offered to all upper level secondary students attending the
multipurpose high schools. USAID concentrated on developing a viable vocational
curriculum that could be integrated into the curricula of existing secondary schools
throughout the country.

USAID and HMG thought that linking academic and vocational courses of
study would better prepare students to participate in economic and social
development. Neither took into account prevailing attitudes towards secondary
education, which was generally regarded as a means to gain employment in
prestigious non-agricultural urban professions. Those able to afford a secondary
education generally sought civil service positions as a reward for their
achievement. Economic and social incentives both reinforced the high status of
white-collar employment in Nepal, and educators, as well as the general
population, remained unconvinced of the value of vocational education.

Significantly, the vocational programs failed to target the craftspeople and
unskilled rural poor who would most benefit from such training. Instead, students
from elite families used the multipurpose high schools (which received substantial
operational support and trained teachers and administrators) as a springboard for
college. This is evidenced by the fact that enrollment in vocational courses steadily
declined in the ninth and tenth classes, as students prepared to take the
academically oriented School Leaving Certificate examination in preparation for
college. Evaluations of USAID’s vocational education program suggested it would
have achieved broader and more lasting success had vocational components been
used as enrichment facilities rather than incorporated into the general curriculum,
and had the program targeted out-of-school youth rather than those seeking an
SLC.

Vocational Training for Secondary Level Graduates

Effectively shut out of development of higher education (for political reasons),
USAID turned to financing activities aimed at providing vocational training for
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secondary level graduates. Planning for the National Vocational Training Center
(originally the Kathmandu Technical Institute) began in 1959. Buildings for the
NVTC and its Demonstration Multipurpose High School, located at Sano Thimi,
were completed in 1967. USAID financed the planning and construction of
facilities, while HMG furnished land and personnel.

USAID contracted the services of a team of educators from Southern Illinois
University to develop the NVTC as a vocational training model. The goal was to
increase the supply of trained Nepalese, primarily in agriculture and industry.
Programs were also established in home economics and business education. The
NVTC introduced aptitude tests and entrance exams to Nepal, and established a
guidance division to help students find jobs upon completion of their studies. By
1971, over 100 students had completed a two-year course in vocational subjects;
the guidance division helped place 50 percent in occupations in the fields in which
they had been trained.

Some of the NVTC’s most successful programs were not part of the regular
curriculum, but targeted audiences likely to apply the skills taught. The Young
Farmers of Nepal Program provided vocational training in agricultural methods to
out-of-school youth from Birgunj and Bhadrapur, and the Special Skills
Improvement Training courses provided training for carpenters and masons.

Despite a promising start, the NVTC proved unable to draw sufficient students
to maintain the program. It was subsequently incorporated into Tribhuvan
University under the Institute of Education, serving as a training center for
secondary level vocational teachers.

Secondary Level Teacher Training

As compared with 120 secondary teachers in 1951, by 1970 there were 5,628.
Only 981 teachers had received any formal training, all through USAID sponsored
programs.

USAID’s early involvement in secondary-level teacher training was through
in-service training at the College of Education and its demonstration school and at
experimental Multipurpose High Schools. These trained secondary teachers in
order to reorient the curriculum toward a more practical vocational program.
USAID sought to expand secondary level teacher training opportunities by
developing training programs at the National Vocational Training Center and its
Multipurpose Demonstration School.

Most teachers trained at the NVTC were not convinced of the merits of
vocational education, however, and reverted to traditional classroom teaching
methods when unobserved. Demonstrating agricultural techniques, for instance,
was considered demeaning for an urban teacher. Obviously, it was not enough to
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introduce new teaching methodology. What was called for was a more basic
change in wvalues and attitudes, reorienting the elite to accept vocational
occupations as essential for national development.

STEP: Educational Innovation

In 1969, USAID became involved in the Science Teaching Enrichment Program
(STEP), an innovative effort to improve secondary students’ learning of science
and scientific methodology. STEP emphasized content-based, hands-on student
experimentation with topics relevant to Nepal such as agriculture.

The STEP concept originated with a Peace Corps Volunteer who had taught
science at a USAID-sponsored Multipurpose High School in Birgunj. In the mid-
1960s the Peace Corps, in collaboration with the General Science Specialist of the
Ministry of Education, introduced the program in five secondary schools.

The first four STEP teacher training programs were staffed primarily by Peace
Corps Volunteers; the fifth, funded by USAID, provided on-the-job training for
science teacher-educators attending the College of Education. A full-time science
specialist from USAID was assigned to work with trainees. STEP’s interactive
teaching methods were eventually introduced at the Laboratory School of the
College of Education.

STEP was successful because it dealt with actual conditions in Nepalese
schools, helping teachers to provide effective science instruction in the absence of
reading materials. Repeated in-service teacher training was an important program
feature. Unfortunately, the STEP method was not widely disseminated because of
the high cost of equipment such as microscopes and test tubes.

USAID’s support for the STEP program, which lasted until 1973, lent an
element of continuity to the program that would not have been possible otherwise.
For instance, USAID provided funding for three Peace Corps Volunteers to remain
in Nepal after their two-year tours were completed to continue training secondary
level teachers in the STEP methodology. USAID also provided budget support to
the Ministry of Education for classroom development and construction of furniture
for schools where STEP was being implemented. A similar model for teaching
secondary level mathematics (PRIME) was later developed by another Peace
Corps Volunteer and introduced at the Laboratory School and in some
multipurpose high schools.

Adult Education

The National Education Planning Commission had set universal literacy as a
national goal second only to primary education, and the national literacy rate
reached 8.9 percent by 1960. In 1961, USAID provided its first full-time
technician to assist with development of Nepal’s adult education programs.
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USAID helped establish the Adult Education Section of the Ministry of Education
in 1962 to strengthen government administration of and institutionalize the literacy
programs USAID helped initiate in the previous decade. Thousands of adults were
made literate through the Ministry of Education’s adult education programs. By
1965, 300,000 copies of 20 textbook titles had been produced and distributed by
the Education Materials Center, and a radio education program for adults was
being broadcast weekly over the radio. USAID contributed $168,000 to adult
education between 1961 and 1967.

Education Materials Development

The multi-purpose Education Materials Center (EMC) was established in the mid-
1960s with technical assistance from the STCJ team under contract to USAID. The
EMC originated in-the late 1950s as a poorly housed education press attached to
the College of Education. The Publications Division was responsible for
production of primary textbooks and instructional materials. The new EMC was
responsible for writing and designing texts for the primary and secondary levels,
and for developing curricula and some adult literacy materials. It produced and
distributed the materials as well.

U.S. assistance focused on the development of educational materials to
provide students and teachers with badly needed texts and instructional materials.
Through its participant training program, USAID helped develop the editorial
capacity for production of education materials. Members of the SIU contract team
advised and trained Nepalese personnel at the EMC in preparing instructional
materials for Nepal’s primary and secondary schools, and in the development of
curricula for the National Vocational Training Center, multipurpose high schools,
and the Primary School Teacher Training Centers.

In addition to educational materials, the EMC produced 8,000 copies of
professional texts on educational psychology, child growth and development, and
primary school teaching methods. The SIU contract team members were
responsible to a significant extent for the proliferation of professional education
materials; team members published books, manuals, teaching guides, magazines,
articles, conference summaries and workshop papers.

The EMC housed the Ministry of Education’s audio-visual services as well as
a printing plant. A complete audio-visual plan for Nepal was developed by an SIU
technician, but because of budget constraints was only implemented at the
National Vocational Training Center. The Audiovisual Center itself was beset with
technical problems because of the daunting paperwork involved in procuring
equipment and replacement parts from the U.S., and the lack of skilled
maintenance personnel.
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One criticism of the EMC was that it was responsible for too many aspects of
text production, requiring a skilled administrator to coordinate the diverse
activities. HMG’s practice of periodically shifting administrators to new positions
to prevent them from gaining too much support and authority in a given institution
meant that USAID had to repeatedly recruit and train administrators. Eventually,
some of the EMC’s tasks were reassigned to the new Curriculum, Textbook and
Supervision Division of the Ministry of Education.

The Ministry of Education, with USAID support, achieved its goal of creating
a totally Nepali curriculum and a textbook production and distribution system
rated “superior for a country of Nepal’s level of development.” Between 1961 and
1967, USAID spent more than $2 million on education materials development for
the primary and secondary levels. The EMC subsequently assumed responsibility
for publishing and distributing all textbooks for primary through high school
levels.

Library Development

In 1954 Nepal had 54 libraries, all located in larger population centers. In 1962,
USAID provided a full-time advisor to assist with development of the Tribhuvan
University campus libraries: during that year, USAID helped establish libraries in
ten rural colleges. Over 50,000 books were supplied to these and to the Tribhuvan
University Central Library, and participant training was provided for three
librarians.
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The library at the College of Education, Pokhara
Assessing USAID’s Impact

Though Nepal’s educational system still required quantitative expansion, USAID
had succeeded in highlighting the importance of quality education through adult
education programs, improved curricula, educational materials development, and
teacher education. USAID’s most important contribution to education
development during the decade was its emphasis on in-service and participant
training in all segments of the education sector.

USAID’s institutional development efforts in the education sector, begun in
the 1950s, had aimed to provide Nepal with educational institutions and the skilled
manpower to operate them. During the decade, education policy was increasingly
influenced by Nepalese trained in the U.S. and third countries who had returned to
assume influential positions in educational administration, and began actively
influencing policy decisions. USAID had helped establish the institutional capacity
within HMG to plan and implement education programs on its own, setting the
scene for reduced levels of U.S. involvement in education development in the next
decade.
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TRANSPORTATION

Nepal’s road-building efforts gained momentum in the 1960s, as bilateral donors
cooperated (or, more frequently, competed) in building highways. All-weather
road construction accelerated from an average of 45 kilometers built annually from
1955 to 1965, to 163 kilometers per year between 1965 and 1972. Britain, the
USSR, India, and China, all supported the construction of various segments.
USAID supplemented these efforts by building up the institutional capacity of the
Department of Roads, the purpose being to improve maintenance of roads built by
other donors.

The sad fate of the Regional Transport Organization had taught USAID that
road construction in Nepal was expensive, difficult and time consuming. Further
construction programs were viewed with a jaundiced eye. The 1964 Country
Assistance Program (CAP) maintained that Nepal’s economy would have to
advance in order to justify major expenditures on a national highway system.
USAID’s goal was to create the demand through other development projects, thus
naturally stimulating the supply of roads.

Either agricultural or industrial production would have to increase in order to
economically justify heavy investments in transportation, but the absence of roads
was in itself a serious barrier to achieving these increases. The 1964 CAP outlined
the challenge as twofold: first, to improve and expand facilities for commodity
transport along existing trade channels, principally by road development. This was
a slow process, requiring massive capital investments. A second aspect was to
rapidly develop aviation as a complementary transportation system encouraging
political unification, social integration, and the rapid introduction of development
inputs. Aviation development promised quick returns with lower levels of financial
inputs than roads, and became a focal point of U.S. transportation assistance
during the 1960s.

Road Construction

By 1968 Nepal’s road network included the Tribhuvan Rajpath to India, the
USOM-built extension through the Rapti Valley, a number of minor feeder roads in
the Terai, and the Chinese-built highway to Tibet. To traverse Nepal from east to
west, vehicles had to go through India. Construction on the East-West Highway
began as an all-Nepali effort in 1962; donor assistance was sought beginning in
1964. USAID declined, questioning the value of the highway, then estimated to
require $70 million. The 1964 Country Assistance Program noted “USAID/N feels
that the East/West Road is not economically justified at the present time, but
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applauds this concrete manifestation of Nepalese self-help.” Portions of the early
USOM-built Rapti Road from Hetauda to Narayanghat were rehabilitated and
paved with assistance from the Asian Development Bank and incorporated into the
East/West Highway.

In the early 1960s USAID continued funding capital projects, financing them
with large amounts of PL 480 Indian rupees. Following the demise of the RTO, it
turned toward strengthening the institutional capabilities of Nepal’s Department of
Roads. The Road Development project was the vehicle for USAID’s goal of
“assuming major responsibility for basic road development in Nepal”. The primary
goal was to develop a “smoothly functioning” Highway Division, capable of
independently administering road construction programs and providing
maintenance.

Emphasis was on institution building and training rather than construction.
USAID contributed a team of advisors, overseas participant training, commodity,
and local currency support for administration services and construction. The
project improved many short roads in the Kathmandu Valley, including the Dilli
Bazaar, Baluwatar and Maharajgunj roads, and constructed a bridge over the
Dhobi Khola and two spanning the Bagmati River (one in Baneshwor, enroute to
the airport; the other near Gokharna).

Assistance also went to improving and expanding the Rapti Valley Road
linking Hetauda and Bharatpur. An unusual element of this effort was a current-
operated ferry across the Narayani River, linking the Rapti Road with the jeep
track to Bhairahawa, at the time reachable only through India. The ferry was also
intended to serve as a link in the planned East-West Highway, but the Asian
Development Bank eventually built a bridge, making the ferry obsolete. The first
32-ton steel ferry procured by USAID was swept away in a flood a few months
after it began operation in 1962. A replacement was obtained and installed under
the Rural Development program, which had become the implementor of USAID’s
road construction efforts. By 1966, USAID was de-emphasizing direct assistance
to the Department of Roads, as it was with most ministries and departments, and
shifting to a less direct, more supportive role.
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The USAID funded ferry near Narayanghat

Suspension Bridges

Nepal is traversed from east to west by massive parallel ranges rising from 1,000
to 7,000 meters in altitude. These in turn are penetrated in a north-south direction
by rivers and streams, which carve them into separate forms. The combination
creates an exceptionally rugged landscape. Major trade routes linking the
Mountains and the Terai tend to follow these north-south river valleys. These
routes also serve as major supply lines for the Hills, as local trails link up with
them and branch off to supply smaller villages.

The weakest links in this system tend to be the river crossings, often no more
than rude log bridges swept away early in the monsoon every year. Summer rains
swell Nepal’s rivers up to 10 times in volume, isolating villages and entire regions
for three to six months of the year, inhibiting trade and travel and disrupting
services and local economies.

Rural Nepalis frequently express the need for suspension bridges across these
seasonal barriers. The Swiss geologist Toni Hagen, who for seven years in the
1950s carried out fieldwork in all the major valleys of Nepal, reported the request
he encountered most frequently was for improved trails and bridges (second was
schools; third was improved health care). In his 1959 report to the U.N., Hagen
wrote: “There is really no other project in Nepal which, with so little money and so
little effort, could in such a short time affect so many people directly”.

USAID’s interest and involvement in suspension bridge-building dates back at
least to the late 1950s. The situation originally appeared as a clear-cut case of
technology transfer: teaching Nepalis to build bridges would result in rapid
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dissemination of technology. HMG requested USOM assistance in the effort, and
Toni Hagen reported USOM asked him in 1957 for a list of 100 most urgently
needed suspension bridge sites. Presciently, he replied that a dozen would be
sufficient for the first year. Despite USOM’s best efforts, the first bridge was not
built until 1964. The first dozen were not completed until 1968, justifying Hagen’s
phrase about “the tragedy of suspension bridges in Nepal”.

The Suspension. Bridges Project was initiated in 1958 with the stated
purposes of encouraging government coordination at local and central levels,
furthering self-help, and raising political, economic and social consciousness. U.S.
technicians were to supervise and train Nepali members of the first construction
crew, who would then lead progress on future bridges. Original plans were to build
25 footbridges with U.S: supplied materials and Nepali labor.

Organizational difficulties impeded action for several years. HMG’s
responsibilities — to determine sites for the bridges and organize and arrange labor
and supervisors for transport of material and construction demanded complex
coordination at a time when the government was in political turmoil. By 1962,
when USAID upgraded the program goal to 72 bridges, not one had been
constructed.

By the time the first bridge was built in 1964, USAID realized that
institutional capability had to be created not assumed. A revised three-year plan to
build 36 bridges was drawn up, and a Suspension Bridge Division (SBD) was
opened under the Department of Roads in 1964. In line with USAID’s goal of
institution-building, emphasis was placed on on-the-job training of a core crew
which would be able to erect bridges on its own and spread the knowledge of new
techniques. The SBD managed to produce 12 of the 36 planned bridges by 1968,
an accomplishment rated as “only fair”.

USAID support continued until 1975, by which time the SBD had built a total
of 23 bridges with USAID funds. This modest total was disappointing in light of
the overwhelming need, and the original expectation of achieving a similar number
by 1960. While institutional capacity had been achieved in the SBD and was
further strengthened through subsequent projects, Toni Hagen pointed out that
benefits could have been magnified by manufacturing standardized bridge parts
locally rather than imparting them from the U.S.

Air Transportation

Aviation development improved access to many remote areas unreachable by any
means but walking. By the mid-1960s, USAID’s transportation priorities had
shifted from road-build to developing Nepal’s internal air transport system as a
means of complementing road construction and uniting the far corners of the
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country. Road construction in Nepal had proven to be difficult, time-consuming
and enormously expensive. Aviation assistance was now viewed as “the most
efficient, rapid, economical and effective means” of improving internal transport
(Country Assistance Program, 1964). Internal flights cut travel time between
Kathmandu and Pokhara from six days to 45 minutes, and for the amount of
money it took to construct 50 miles of finished highway in the Hills, USAID could
and did run a four-year aviation development program.

Air service to Nepal began in 1950 with Indian Airways’ Patna -Kathmandu
service. These flights landed at the Kathmandu airfield, known as Gauchar Airport
(developed by India in 1954) until it was christened Tribhuvan International in the
mid-1960s. Originally part of the endowment lands of the nearby Pashupatinath
Temple, the land once served as a grazing ground for Pashupatinath’s sacred cows
— thus the name gauchar, “cow pasture”. In 1952 Himalayan Aviation, another
Indian company, began internal flights. In 1958 HMG took 51 percent interest in
the company and established Royal Nepal Airlines Corporation.
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The Kathmandu Airport: RNAC'’s fleet of aircraft

Beginning the following year and continuing through 1974, USAID channeled
over $8 million into developing Nepal’s aviation capacity under the Aviation
Development Project and the subsequent Airport Development Project.
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Communication and navigation equipment was provided for Gauchar Airport and
six other airfields around the country. The project financed improvements of nine
existing airfields, funded training of RNAC officials and operators and the
construction of airfield buildings, including six terminals and three buildings at the
main Kathmandu airport. In 1961 three DC-3 and two STOL Pilatus Porter aircraft
were provided to the fledgling RNAC. One of the Pilatus Porters crashed that year
and the other the next, but fortunately the planes were insured. A few years later
the U.S. financed the addition of a 2,013 meter cross-runway to the main runway
of Gauchar Airport, nearly doubling the length and allowing the landing of larger
international carriers.

Equally vital was the network of STOL (Short Take-Off and Landing)
airfields developed in remote locations about the country. The goal was to increase
access, encourage the rapid movement of people and goods within the country, and
generally accelerate the nation’s economic, social, and political integration. In
addition to providing access to remote areas where roads will never penetrate,
STOL services deliver mail and commodities and maintain vital contact with
isolated regions. USAID funded surveys for 36 STOL fields in various districts
and sponsored the construction of several of them.

By 1973, Nepal had 15 small airports and eight STOL strips. RNAC’s
domestic passenger traffic increased from 25,000 in 1966 to 210,000 in 1970. In
the words of a 1968 USAID consulting team, air transport had given the country
“the essential minimum level of communication to permit it to function as a
nation”.
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INDUSTRIAL AND CAPITAL DEVELOPMENT

USAID’s initial expectation had been that as Nepal’s transport and power
networks developed, medium and small-scale industries would naturally appear.
Increased agricultural efficiency and changing work patterns would create an
unemployed population, ready to be channeled into industry and private enterprise.
Assistance to the NIDC and other early enterprises was partially motivated by the
desire to establish infrastructure necessary to support this anticipated shift. By the
latter half of the 1960s, planners were realizing Nepal would remain a
predominantly agricultural country for the foreseeable future. Efforts in
diversifying industrial development accordingly shifted to supporting and
accelerating sustained growth.

HMG’s actions through three successive changes of government were
characterized as a “progressively improving situation” by USAID. The
government’s first National Policy of Encouragement of Private Investment
proclaimed in July 1958 was further clarified by a policy statement in February
1960 guaranteeing exemption from taxes. The Second Plan in particular
highlighted economic development, with emphasis on transport, communications,
and hydropower. But weak policy implementation and a general atmosphere of
uncertainty tended to discourage investment and development, and industrial
growth and output remained sluggish throughout the decade.

Skills Training

Nepal’s shortage of skilled managers, technicians and workers seriously
constrained industrial development in early years. The Industrial Pre-Management
Training Project administered through the NIDC provided management training to
over 100 college graduates and business representatives annually from 1960
through 1967 in an effort to increase the managerial pool. By 1971, over 120 long-
term participant trainees sponsored by various programs had returned to Nepal and
were applying their knowledge in industry.

Natural Resource Surveys

Of all Nepal’s natural resources, forests were considered to be the richest and most
easily exploitable. USAID showed great interest in developing sustainable
forestry-based industries during this period. The Forest Inventory and Management
Project, started in 1963 in cooperation with the Department of Forests, organized
and trained personnel for a detailed national forest inventory, concentrating on the
areas of greatest commercial importance in the lower Hills. A team of four U.S.
technicians spent over three years providing training and technical advice in
support of the survey, which indicated the location and extent of forest cover by
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species and condition for much of Nepal. A Forest Soils Laboratory was also
established for experiments in tree planting and erosion control. Statistics obtained
from the inventory were used to develop Regional Forest Management plans
selecting timber-cutting areas in order to efficiently utilize resources on a sustained
yield basis. The project’s greatest accomplishment was its large training
component, encompassing overseas, local, on-the-job, and formal training. The
project ended in June 1969 after nearly $5 million in assistance, leaving a staff of
professional foresters, technicians, and lab workers to conserve and utilize Nepal’s
forest resources.

During the same period, the Forest Products Development Project founded
and supported two demonstration sawmills as part of the flood relief assistance for
the Rapti Valley. One eventually became the Timber Corporation of Nepal, with a
head office in Hetauda and five production centers. U.S. advisors trained crews in
sawmill operations, maintenance, logging, and management. From 1967 on, the
corporation operated without outside assistance as a government run enterprise. By
1970 the mill was realizing an annual profit of eight million rupees.
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The USAID-funded Hetauda Sawmill
Water Resources

Hydropower is among Nepal’s most promising natural resources. The country has
an estimated capacity of 80 million megawatts, one-quarter of it economically
feasible for development. Exploration of this tremendous asset began in the 1960s,
assisted by several donors. In 1961, USAID’s Hydrologic Investigations Project



The 1960s 155

began a nationwide evaluation of the country’s surface water resource potential.
The project introduced a continuous data collection system to help plan additional
power and irrigation projects. USAID assisted the establishment of a Ground
Water section in the Department of Hydrology and Meteorology, with training in
collection and analysis of hydrological and meteorological data and support for
technical assistance, equipment, and operating costs. A nationwide network of 95
stream gauging and other hydrologic stations was established for the systematic
collection of water information, producing basic input for planning road, power
and irrigation projects. This project also supported local costs of the U.N. Special
Fund’s preliminary survey of the Karnali River.

From 1969 to 1974, USAID assisted in investigating groundwater potential in
the Western Terai, drilling test holes and tube wells. to collect water samples for
analysis. The regional focus typified USAID’s increasing concern with the large
and underdeveloped western portion of the country. Basic information gathered by
the Ground water Investigation Project provided detailed information for
production well construction which proved vital to subsequent irrigation projects.
Nepali technicians received on-the-job training in hydrology investigations to
conduct further investigations, and well-drilling and scientific equipment was
provided. Logistically, the project was slowed by the time required to procure and
ship equipment from the U.S.. Original targets had to be reduced as project
implementors discovered that nearly all the proposed drilling sites demanded the
construction or improvement of access roads. The original obligation span was
extended two years through 1974.

Industrial Development

The Industrial Districts Project, operated through the NIDC, encouraged private
industrial investment by providing strategically located rental factory facilities
with a guaranteed supply of essential utilities. Lack of basic infrastructure was a
major bottleneck in private sector development. Industrial districts offered the
possibility of developing and offering necessary infrastructure and services in an
efficient fashion.

The Balaju Industrial District began operations in 1961 under a district
manager contracted by USAID. The unit had roads, communications, drainage,
water and power, warehouses, and factory unit space. The model developed here
was spread across the country. By 1990 Nepal had ten industrial districts in various
locations, with more planned. Altogether the industrial districts and their client
industries employed 10,500 people and had an investment of about 108 million
rupees. Balaju remained the largest, with about 80 industries employing 3,500
workers. USAID also supported the Hetauda Industrial District, which opened in
1964.
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Power Development

Power Development Integration was a complex multi-donor project designed to
improve and expand power distribution in the Kathmandu Valley and the
developing industrial area of Birgunj-Hetauda. At the project’s inception in 1960,
Nepal’s national power capacity was less than 10,000 KW — insufficient even for
internal domestic requirements. Distribution was limited to the Kathmandu Valley
and Biratnagar, and the supply was far from reliable. HMG’s Second Plan put high
priority on the extension of power facilities, and multiple donors joined in the
effort, including Japan, the U.K., India, and the USSR.

USAID’s project involved seven different activities, one of which was an
attempt to coordinate all the diverse donors, knitting together different inputs to
build a rational supply system. USAID provided over $11 million in local currency
and dollar grants through 1967 to systematically increase electricity for industrial
and private use. Project emphasis was on distribution rather than generation, in
order to help Nepal best utilize the new capacity. Assistance was largely financial,
directed towards local costs and supporting HMG operational costs, with smaller
technical assistance and training components.
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NEW DIRECTIONS:
GROWTH WITH EQUITY

For Nepal the decade was characterized by a relatively stable political environment
under the Panchayat system and moderate economic growth. King Birendra, who
came to power in 1972 after the death of King Mahendra, espoused many of the
same political and economic development principles that characterized his father's
administration. There was an increasing emphasis on improving government
service delivery in the Hills, to ensure an equitable distribution of development
benefits throughout the country. HMG attempted to decentralize planning and
fiscal responsibility, and increase access to the economic benefits of development.

For USAID, the early 1970s was characterized by the consolidation of
projects begun in the previous decade, and by a re-evaluation of its role in Nepal's
evolving development environment. While development assistance during the first
two decades was considered a relatively straightforward matter, by the 1970s it
had become a more complex issue. Assistance no longer involved a series of
isolated inputs, but rather an interrelated cluster of carefully planned and integrated
activities. The 1970s were a time of shifting paradigms in the development world.
During this transitional period, AID and USAID / Nepal reassessed their past roles
and sought to increase the effectiveness of future initiatives by developing a long-
term program strategy.

Key development themes for the early 1970s were identified in an AID
Consulting Team report (Nepal's Development Strategy and USAID's Role in
Support of the Strategy) prepared in December 1968 to suggest a support strategy
for the upcoming Fourth Plan. It recommended that USAID:

e pace development programs and projects according to HMG's ability to
implement and administer them in consonance with its manpower and
financial resources

e focus projects in line with HMG priorities;

e assist HMG to develop its management capabilities in order to improve its
ability to raise and spend funds;

e cluster development efforts in districts or regions to integrate administration
and delivery of government services; and

e balance efforts between the Kathmandu Valley, the Terai, and the Hills for a
more equitable distribution of benefits.
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These themes were in line with AID's global assistance strategy introduced in
1973 as the New Directions legislation of the Foreign Assistance Act. They
complemented the Government of Nepal's own efforts to achieve more effective
development. An opportunity to follow up on these issues was provided when
Carter Ide, one of the four members of the Consulting Team, was appointed
director of USAIDin 1969. He would remain to guide the U.S. assistance program
until 1974.

New Directions in USAID's Program

The 1973 passage of the New Directions legislation placed a new emphasis
on meeting peoples' basic needs through small-scale technical assistance projects,
as opposed to the large-scale capital transfers which characterized the previous
decade. A1D's new economic development approach was based on the principle of
“growth with equity.” Through the increasingly popular mechanism of integrated
development projects, the mandate sought to increase access to government
services and the benefits of development by “maximizing employment via labor-
intensive economic activities, and insuring access of the poor, usually small rural
producers, to the means of production, the market, the financial systems, and
technical knowledge.” In Nepal, USAID sought to influence HMG's own move to
target the rural poor by seeking government cooperation in fostering agricultural
cooperatives, equitable land tenure patterns, and equitable income distribution.

Effects of the new legislation were slow to emerge in the Nepal program.
USAID held to its traditional course for several years while assessing the potential
for new and more focused initiatives. As a result of AID's worldwide fiscal
retrenchment, USAID's program, including the number of U.S. direct-hire staff,
was dramatically scaled back. The reduced staff was forced to assume greater
administrative responsibilities while reorienting the program to meet New
Directions guidelines.

Between 1973 and 1976, USAID focused on consolidating its ongoing
projects as a first step towards designing new ones. An unusually large number of
pilot studies in health, education, agriculture and rural development helped explore
the most effective and efficient means of reaching Nepal's rural population.

USAID's program began to incorporate the New Directions legislation only
after Samuel Butterfield arrived to head the Mission in 1976. Butterfield was
uniquely suited to carrying out implementation of the new legislation; before
coming to Nepal he had served as Associate Director for Technical Assistance
with the Working Group on Rural Poor in Washington, D.C., which determined
how to implement New Directions legislation worldwide. Partly due to the lengthy
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project preparation and evaluation process mandated by AID, progress was again
slow. Not until the end of the decade were USAID's first comprehensive integrated
rural development projects like Resource Conservation and Utilization and Rapti
Integrated Development ready for implementation.

RECOLLECTIONS OF Nepal

Carter Ide (USAID Director, 1969 to 1974)

The general atmosphere throughout my tour in Nepal was one of open-armed
welcome. Along with the Indian Aid Mission, we played a proportionately
larger role in the aid community than other donors. The U.S. represented a
kind of ‘Third Force”, another option to the bilateral relations of Nepal with
India and China. I had never worked in a political environment as free of U.S.
self-interest. After serving in Latin America, India, and Pakistan before
coming to Nepal, I felt liberated from the military, trade, and business
constraints, and from Presidents and Secretaries of State given to “tilting” in
some direction or other. Our program in Nepal was “objective” and
“disinterested”; perhaps “dispassionate” is a better term, since we were
certainly interested. We may not have achieved perfection, but we could try to
follow the textbooks on selecting priorities of genuine developmental impact.

By the end of my tour the scene was different. Many other countries had
initiated substantial aid programs, and nearly all UN agencies came to be
represented (even the maritime experts were there to advise the Nepalis on a
ship they had bought to carry their own cargo, until it foundered).
Coordination of aid programs became a significant problem. The Finance
Ministry was charged with signing formal aid agreements, but it too had
trouble policing the numerous informal approaches from all manner of HMG
agencies and semi-private bodies. Not only did every donor expect a local
currency contribution (enough to break any budget) but the trained personnel
were so few that we all descended on the few expert Nepalis to give us their
favored attention.

USAID itself had by this time a long list of so-called “completed” projects
of which we were only dimly aware; as new enthusiasms and advisors took
over, the older projects dried up and we were pressed by AID/Washington to
terminate them in favor of new fads. Many Nepalis came up to me on social
occasions to enquire plaintively why we had abandoned them and what should
they do with the forestry or geological survey equipment gathering dust in
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their closet. Ramesh Upadhaya (then in the Finance Ministry) and our program
office compiled a list of all foreign aid-related projects undertaken in Nepal.
The pile of documents reached to the top of a filing cabinet.

The donors met frequently, increasingly under the aegis of the UN
Resident Representative, but seldom got down to sufficient detail to prevent
duplicate requests and redundant efforts. Since Nepal was such an attractive
place to live, foreign advisors from all agencies did their best to keep a piece
of the action.

We had many discussions of the merits of “institution building” versus
more visible “showpieces” to bring home to the Nepalis the U.S. “presence”.
On the whole, we played a low-profile role, providing advice, training, and
project related equipment. In some cases we tried to make a larger splash, as
with construction of the Central Statistical Office, with attendant equipment
and advisory services.

In retrospect, I suspect the most important contribution we made to Nepal
was out-of-country training. As Nepalese training institutions were established
and staffed, USAID training presumably declined in importance. It is fair to
say that an entire generation of Nepalis had exposure to the outside world
which influenced them far beyond the specific job-related skills that justified
their training at the time.

U.S. Economic Development Assistance

New Directions in Programming U.S. Assistance

AID's New Directions guidelines announced in 1973 required systematic sectoral
analyses and thorough consideration of alternative assistance strategies to assure
the highest possible cost benefit ratio. The objectives and feasibility of strategies
had to be clearly understood by both AID and Nepalese decision-makers.

The proposed 1972 USAID budget pointed out that Nepal's development had
reached a critical point. In previous decades, almost any development activity had
been considered a positive input, but by the 1970s projects needed to be considered
in terms of their relevance to the current development context, including Nepal's
economic performance, the availability of resources, and HMG's ability to
effectively utilize resources. Disappointed by minimal returns from some
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development efforts, AID hoped that more realistic design would make future
projects socially and economically sound and effective.

USAID in the 1970s focused on longer term planning of comprehensive
development strategies as mandated by AID. To this end, AID-sponsored study
teams evaluated ongoing USAID projects, undertook assessments of Nepal's needs
in agriculture, health, and education, attempted to align U.S. strategies with
HMG's own development priorities, and developed plans to improve allocation of
available resources, both domestic and foreign. USAID increasingly emphasized
the role of research and planning in ensuring effective projects, as well as the
importance of project monitoring and evaluation.

In 1975, slightly over half of Nepal's development budget was financed by
foreign aid. Roughly 20 percent of this amount consisted of U.S. contributions.
Reduced levels of assistance made USAID programming more selective.
Increasingly, it was directed toward activities directly benefiting the rural
population, per the New Directions mandate. USAID's program concentrated on
food production and nutrition, education and human resource development, and
population and health. By 1978, traditional discrete sectors such as agriculture,
health, education, transportation and communications had been replaced by a
multisectoral, integrated approach to rural development.

Regional Strategies

This integrated systems approach to rural development coincided with a new
regional emphasis; a departure from the policy of the first two decades which had
aimed (often unrealistically) at having a nationwide impact. Regional emphases
had been advocated by USAID as a development concept in the 1960s through
projects like the Western Hills Road Project and the Remote Areas Development
Project.

The Fourth Plan (1970 to 1975) introduced a new regional emphasis with
plans to develop north-south zones linking the Hills and Terai. The goal was to
foster a more equitable distribution of development benefits by creating a capable,
regional administrative infrastructure. According to USAID's 1975 Capital
Assistance Program, the previous “prime emphasis on growth regardless of
distributive justice has led to a situation full of imbalances.”

Up to this point, HMG, USAID, and other donors had concentrated
development investments in the Terai and the Kathmandu Valley, where critical
infrastructure was being developed and where transportation and communications
were relatively good. The 1970s saw increasing recognition of the need for more
development investments in the Hills, where a majority of the population resided
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at the time (six million, as compared to one million in the Mountains and three
million in the Terai). Rather than continuing to rely on spillover benefits from
development in the Terai and the Kathmandu Valley, USAID in the 1970s turned
to supporting increased agricultural productivity and improved service delivery in
the Hills.

USAID's Program Support

Technical assistance was considered an important feature of the U.S. assistance
program in view of Nepal's limited institutional capabilities and lack of skilled
manpower. It was meant to accelerate development of Nepal's indigenous
institutional capacity to plan, implement, and manage its own development
programs, as the U.S. ultimately considered Nepalese better able to adapt new
technology and skills to local conditions than foreign technicians. Capital
assistance supported specific project activities and influenced allocation of HMG
resources in support of joint program goals.

By 1972 AID had mandated a change-over from a program financed by excess
U.S.-owned Indian rupees to one financed entirely by dollars. Local currency
support was reduced but remained to an extent, and was programmed to have a
more direct impact on Nepal's economic development, mainly by improving
delivery of government services in the Hills.

Whereas USAID had provided vital input in formulating Nepal's economic
and development policy in the first two decades of the country's development, a
plethora of eager donors, coupled with falling U.S. annual assistance levels, meant
that USAID's influence diminished in the 1970s. By the end of the decade, USAID
was contending for influence with ten major bilateral donors, many smaller
bilateral donor programs, and four multilateral assistance agencies. As a result,
USAID began developing alternative avenues through which to channel its
assistance and continue influencing the course of Nepal's development.

Recognizing its own financial and manpower limitations, USAID
supplemented its bilateral program with contributions to multilateral agencies, and
played an important role in facilitating donor coordination. This allowed USAID to
continue working in areas such as infrastructure development that would not have
been feasible otherwise. To broaden its ability to administer new projects, USAID
continued to channel assistance through non-governmental organizations, and
contracted with various U.S. government agencies and U.S. universities to provide
technical assistance.
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USAID/PEACE CORPS COLLABORATION IN NEPAL
Long before interagency cooperation was mandated in 1979, USAID/Nepal
and the Peace Corps were utilizing one another’s technical, cultural, and
financial resources to supplement program objectives. Since the Peace Corps
established its first program in Nepal in 1962, Peace Corps Volunteers (PCVs)
have assisted USAID projects in agriculture, health, education, and
infrastructure development. Many others have collaborated on an informal
basis through their work in USAID target areas. PCVs have played a pivotal
role, supplementing USAID’s technical expertise with their strong field
presence and knowledge. By the late 1980s, more than 120 PCVs were
participating in activities under USAID’s Agricultural Research and
Production, Rapti Development, Institute of Forestry, Forestry Development,
and Child Survival Family Planning Services projects.

Collaboration between the two agencies was originally discouraged as it
was felt their approaches to development were too disparate. The Peace Corps’
“people strength” was said to be at odds with AID’s substantial financial and
technical base. In fact, the agencies’ basic development premises are similar in
intent, if not execution. The differences were bridged somewhat in 1973 with
the introduction of the New Directions legislation shifting AID’s emphasis
from macro development (through policy dialogue and institution building) to
projects targeting the rural poor.

The New Directions legislation pushed AID into areas the Peace Corps
had been working in for years. Despite obvious parallels in terms of
development objectives, it was not until the late 1970s under the Carter
administration that the relationship between the two agencies was effectively
clarified, and the terms of reference for a coordinated development effort
defined. Gradually, despite differences in style and programming, the two
agencies realized that they shared a common purpose. Though the
development mechanisms are different, the objectives are ultimately the same:
to assist economic and social development to improve lives.

Statistics reflect the successes of the partnership. By 1985, former PCVs
made up 13.5 percent of AID staff worldwide. Between 1978 and 1982 in
Kathmandu, more than 50 percent of the USAID Mission had served as PCVs
in Asia.

In 1983, USAID introduced the Small Project Assistance Program to
support community-based development projects implemented by PCVs in
conjunction with rural communities. The Small Project Assistance Program in
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Nepal was administered by the Peace corps through HMG’s Social Services
National Coordination Council. Under the program, USAID supported the
activities of more than 40 PCVs in over 30 projects in agriculture and forestry,
health, and education.

In addition to project collaboration, USAID staff and contractors
supported a wide range of training sessions and conferences to promote a
broader understanding between USAID and Peace Corps. Despite AID’s shift
from the basic needs-oriented program of the 1970s to its later focus on
improving the policy environment, USAID and the Peace Corps continue their
close cooperation in Nepal.

Financing Nepal's Development:
An Increasingly Complex Issue

Foreign Assistance

Until mid-decade, most foreign-assisted projects were entirely financed by donors,
including local and in some cases maintenance costs. As Nepal's economic
performance improved somewhat in the late 1970s, it was able to assume a higher
proportion of development costs. Foreign resources financed 46 percent of
development spending in the Fifth Plan period, as compared with approximately
60 percent during the Fourth Plan.

In the 1970s, multilateral development agencies entered the scene in Nepal,
increasingly influencing development policy. Multilateral contributions increased
from less than one percent of all development assistance in 1974 / 75 to 46 percent
in 1980 / 81. Most assistance was characterized by soft loans rather than grants,
while bilateral aid continued to be given mostly as grants. Despite the potential for
this increased foreign assistance to create a significant burden of repayment,
Nepal's absorptive capacity and economic performance improved somewhat during
the Fifth Plan period according to the World Bank.

The 1968 AID Assessment Team had urged HMG to carefully choose projects
to pursue, and to increase coordination of donor projects within the framework of
its own planning efforts. Little action took place until 1976, when the Nepal Aid
Group was formed to help coordinate increasingly complex assistance in line with
the government's own development priorities. The forum, however, was used



The 1970s 167

mainly to discuss policy issues and pledge assistance levels rather than to actually
coordinate efforts.

Prospects for Domestic Resource Mobilization

In terms of traditional economic measures like GDP or even agricultural
productivity, Nepal's economic progress had been limited. Between 1965 and
1975, the economy actually stagnated when measured by most standard economic
criteria. Though this was blamed at the time on Nepal's being in the early stages of
development, and the necessity to spend on projects that would yield long term
results, like physical and institutional infrastructure, these investments increased
GDP.

According to a 1975 USAID planning document, “none of Nepal's policy
objectives can be achieved without substantial and sustained growth of agricultural
output.” In 1976, 94 percent of Nepal's population worked in agriculture and
related occupations. Eighty percent of export earnings came from agriculture.
Nepal's traditional agriculture structure, characterized by limited access of farmers
to markets, was a major constraint to modernizing the economy. The small
production gains achieved were immediately eroded by rapid population growth.

Nepal's ability to raise investment levels and per capita income was further
constrained by its thin natural resource base and shortage of trained manpower.
Because limited data made only rough estimates of economic performance
possible, the actual extent of the country's resources remained uncertain.

Nepal's ability to contribute resources to its development was further limited
by a narrow tax base relying on indirect taxes, and an inelastic tax structure. In
addition, the financial performance of most government corporations was poor.
Dependency on imported development commodities such as cement, fertilizer, and
petroleum products made the country's economy increasingly vulnerable to the
vagaries of the world market, forcing Nepal to expend valuable reserves. World
prices increased rapidly during the decade, and the terms of trade with India
deteriorated. With an increasing need for imports to support development, Nepal
faced serious balance of payment problems, exacerbated by its limited foreign
exchange reserves. In addition, worldwide oil supply problems in the first half of
the decade caused fuel shortages in Nepal, effectively halting importation of much
needed development commodities.

Nepal's inability to absorb existing financial resources, both domestic and
foreign, had been a serious problem for HMG in previous decades. USAID felt the
success of development activities was dependent upon Nepal's ability to absorb
development assistance through improved planning, monitoring, and evaluation
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procedures, better mobilization of human and financial resources, and through less
restrictive economic policies to provide an atmosphere more conducive to
improving and expanding both public and private sector performance in the
economy. The success of Nepal's development effort also depended heavily on the
interaction of the Nepali and Indian economies.

Nepal's Plans for Development

Partly in response to the limited usefulness of its five-year economic plans, HMG
adopted a supplemental Two-Year Development Program in 1972, outlining the
policies of the new King, Birendra. The plan de-emphasized infrastructure
development, replacing it with a more people-oriented strategy. Planners hoped to
concentrate directly on productive activities to “optimize returns from earlier
infrastructure investments,” and to direct the benefits of increased production
through quicker yielding investments and social services to achieve “increased
agricultural productivity, balanced regional development, improved social
services, effective resource mobilization and employment promotion.” A
secondary aim of the program was to decrease Nepal's dependency on foreign aid
by tapping indigenous human and natural resources.

Slow overall economic growth and the concentration of development
investments in urban areas in the Kathmandu Valley and the Terai in the 1950s and
1960s led to the more comprehensive regional strategy in the Fifth Plan, which de-
emphasized infrastructure development and focused on increasing national output
(particularly in agriculture). Whereas Nepal's most serious development
constraints in the 1950s were its lack of physical and administrative infrastructure
and skilled human resources, by 1965 there was a compelling need to feed a
growing population. By the early 1970s, the population growth rate was exceeding
the increase in agricultural production, forcing planners to focus on the long-term
implications of Nepal's rapid population growth.

USAID noted that to increase productivity, HMG would have to ensure access
to minimum basic services:

Both improved health and education are determinants of the quality of an

essential ~ development input, manpower — without qualitative
improvements in Nepal's manpower resources, productivity will not be
maximized.

The new policy of providing minimum basic services to the maximum number
of people coincided well with USAID's congressional mandate to reach the rural
poor. USAID concentrated its assistance to support programs providing basic
social services to rural areas (improved health care delivery, family planning, and
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education). Other projects aimed at improving the technical capacity of HMG
personnel and institutions; institutionalizing and improving indigenous research,
planning, and evaluation capabilities; and transferring project management skills to
HMG personnel.

U.S. Assistance to Institutional Development

A development strategy in Nepal which presumes too much administrative
capacity ..will not only be frustrated, but will waste resources.
Development efforts in Nepal should give high priority to projects which
require minimal administration ..it is essential to concentrate
development efforts as much as possible in order to focus scarce
administrative resources ....

-AID Assessment Team, 1968

Nepal's Administrative Capacity

In 1951, HMG administration was staffed by approximately 7,000 officials. By
1973, the civil service had expanded to 50,000, with an additional 30,000
employed in various public enterprises. Including teachers, the police, and army,
there were nearly 200,000 civil servants, representing roughly half of all wage and
salary employment outside agriculture. The growth in numbers of civil servants
was accompanied by the proliferation of government agencies and parastatal
enterprises.

When King Birendra came to power in 1972, he professed a commitment to
administrative reform. One of his first moves was to give the National Planning
Commission more authority in creating, implementing, and evaluating Nepal's
five-year economic plans. As part of the reform measures, the Foreign Aid
Division of the Ministry of Finance was reorganized to handle project planning
and monitoring. In addition, planning cells were created within the various
technical ministries to develop annual plans and budgets for the respective sectors
and to carry out long-term planning and evaluation. Unfortunately, there was little
coordination between ministries.

Despite King Birendra's commitment to administrative reforms, by 1979 there
were a total of 21 ministries in addition to the National Planning Commission, with
roughly 45 subordinated departments, of which 30 were engaged in economic and
social affairs. By 1975 there were 60 public enterprises. The low productivity of
the public sector indicated the same central concentration of authority as in
previous decades, and underscored the need to seriously pursue administrative
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reform. HMG, as well as donors, had overestimated its willingness and capacity to
undertake its own reform.

Administration of Development Activities

The evolution of HMG planning institutions staffed with trained administrative
personnel meant there was less tendency to merely respond to the development
priorities of foreign donors, and more concentrated efforts on the part of HMG to
plan its own development strategy. Because effective development was difficult to
achieve under a highly centralized government administration, the regional
development strategy introduced in the Fourth and Fifth Plans was intended to
improve decentralization. The District Administration Plan released in 1974
represented one of the first efforts to coordinate local and national planning, with
its emphasis on devising district development plans.

USAID's approach to developing Nepal's institutional capacity grew out of the
recommendations of the 1968 Aid Assessment Team report, which pointed out that
multiple donors had overtaxed HMG's scarce administrative, manpower, and
budget resources. Most foreign-aided projects required local contributions,
presumed HMG would assume maintenance responsibilities once donor assistance
terminated, and assumed that the government could absorb staff working in
government institutions created by the projects. The proliferation of donors and
projects in the 1970s placed new strains on Nepal's domestic resources.

USAID's main outlet for improving Nepal's institutional capacity was
assistance (with the Ford Foundation) to the Center for Economic Development
and Administration (CEDA), established in 1970. As an independent, high quality
institute of public administration, CEDA exerted a tremendous influence on
institutional development and reform. Its training program exposed several
hundred mid-level HMG managers to modern concepts of planning, project
analysis, and development administration. CEDA organized seminars on aspects of
public administration, and established important linkages with scholars and
institutions in the U.S., Southeast Asia, and India to facilitate an exchange of ideas
on modern concepts in public administration. In addition, CEDA's Documentation
Center provided administrators with access to current information on
administrative practices. Later, to its detriment, CEDA was incorporated into
Tribhuvan University.
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HUMAN RESOURCE DEVELOPMENT: INSTITUTION BUILDING

According to a World Bank report published in the early 1970s, “the general
and widespread shortage of manpower skills at all levels in both public and
private sectors...is responsible for undermining effectiveness of plan
implementation.” The conclusion was substantiated by the National Planning
Commission (NPC), which determined that Nepal’s manpower resources
lacked ““a hard core of sectoral planners, administrators and managers of high
caliber in adequate numbers.”

The NPC’S assessment led to adoption of a two-pronged approach to
human resource development 1) to send personnel in public and private
sectors abroad for training in required areas; and 2) to consolidate and
upgrade in-country training facilities. In 1972 the NPC became the
authorizing agency for all overseas training, playing an increasingly
important role in training throughout the decade.

Though training facilities existed within some government institutions
(largely as a result of USAID initiatives in the 1960s), they were generally
poor in quality, and the number of civil servants capable of conducting
management training was extremely limited. The heavy demand for middle-
level management created by decentralization efforts was exacerbated by a
growing multiplicity of development projects. Short-sighted planning and
poor education had created a surplus of the nominally educated unemployed
on one hand, and an acute shortage of skilled manpower on the other.

Prior to 1973, most USAID-supported participant training provided
specialized skills to support specific projects. Comparatively few early
participants were trained in management, and still fewer slots were provided
for middle-level manpower. While high-level technical training continued
throughout the decade under individual USAID projects, donors and HMG
identified a need for training middle and lower-level institutional managers.
As a New Era (a Nepalese consulting firm) evaluation team pointed out in
1980, limited financial and manpower resources were not as serious a
problem as the “paucity of adequate capability and skills to make appropriate
decisions in the manipulation of available resources.”

HMG singled out USAID on the basis of its past record in human
resource development, and urged it to initiate a special training project to help
fill the middle-management gap. Negotiations eventually resulted in the
Manpower Development Training Project, an important component of
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USAID strategy to develop Nepal’s institutional capacity.

The project’s primary objective was “to orient and train a host of middle
and high level personnel working in government, semi-government, and
private undertakings — specifically those engaged in administration and
management.” The ultimate goal was more reliable management of the
country’s resources, which would lead to accelerated economic growth and
more effective development. The project also sought to meet the long-term
need for HMG capacity to plan and administer major training programs. The
ultimate goal was to have HMG assume responsibility for the participant
training function being performed by USAID.

Though the Manpower Development Training Project succeeded in
improving the performance of individual participants (supervisors reported
that participants were more “decisive, skilled, knowledgeable and
efficient”), newly acquired skills could have little impact on overall
performance as long as the administrative system remained rigid, and
promotion continued to be non-performance based.

Participant Training
1970-1979

27.2
3.3% %

45.1%

9.9%

O Health, Sanitation, Family Planning
o} Eduqailon & Human Resources

O Public Administration & Management
O Agriculture & Natural Resources

B Transportation
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Program Impact

For much of the decade, USAID was occupied assessing Nepal's development
needs by conducting pilot studies in health, education, agriculture and rural
development, to determine the most appropriate means of channeling assistance in
consonance with the guidelines of the New Directions legislation, and in line with
HMG's own priorities. Some of USAID's more notable achievements during the
decade were its efforts at facilitating and participating in donor coordination
through dialogue, and its assistance in transferring new project planning and
management skills to various Nepalese institutions. By the end of the decade,
USAID was emphasizing development through the mechanism of integrated rural
development projects, and was poised to implement its first comprehensive
projects.

Though Nepal enjoyed moderate economic growth for most of the 1970s, by
the end of the decade Nepal was again facing a serious balance of payments
deficit, experiencing trade and transit problems with India, and requiring greater
foreign assistance as development projects were completed and responsibility
turned over to the Government. USAID's program in the next decade would
continue to encourage Nepal to adopt economic reform measures to stabilize the
economy, as well as assist in addressing such pressing problems as environmental
degradation and rapid population growth which were eroding Nepal's development
gains.

AGRICULTURAL DEVELOPMENT

Themes for the Early 1970s

New Directions and other AID Changes

AID/ Washington's major policy and operations changes in the early 1970s had
little significant effect on USAIDS's agriculture program strategies until the end of
the decade. Under the New Directions mandate, USAID continued to focus on
rural development and assistance to small farmers. It now had to ensure that small



174 Half-a-Century of Development

and disadvantaged farmers received project benefits, such as increased production
greater employment opportunities and increased household incomes. As in all
sectors, project design periods were lengthened to include more assessments,
feasibility studies, research activities and pilot efforts. Careful programming was
particularly called for in Nepal's agriculture sector, which for two decades had
offered so many intractable problems.

The AID-mandated cutbacks in Mission staff and the creation of strong
agricultural technical units in Washington meant that much assessment, project
design and evaluation work was shifted to Washington, which was tightening its
control over Mission programming. Severe cuts in technical support staff in AID
seriously threatened USAID / Nepal's Food and Agriculture Division, with its
extensive field program. In the early 1970s USAID had up to 15 agricultural
advisors, many spending much of their time in the field with the Food Grain
Technology Project. The 1971 Agricultural Appraisal Team recommended this
large U.S. Direct Hire team remain in place through the end of the project and not
be replaced by a U.S.D.A. or contract team.

Indian rupees had supported much of USAID agricultural assistance during
the 1960s. When the Government of India and AID discussed phasing out PL 480
rupees in the Nepal-assistance program in 1972, USAID agricultural advisors and
their HMG counterparts were concerned that B.Sc. degree training for Nepali
agriculturists in Indian universities would be terminated. Large AID investments
had developed quality agricultural training and research programs in Indian and
Pakistani universities, and these served as AID's regional training centers for South
Asia. After a short interruption, a rupee agreement ensured large numbers of
Nepali agriculturists could continue to receive degree training in Indian
universities. Through the 1970s local currency support played a substantial role in
agricultural projects. For example, from 1971 to 1974, USAID provided $5 million
in local currency to the Ministry of Food and Agriculture for general budget
support for research and extension.

Reviewing the 1960s

Noting USAID's ambitious agricultural institution building efforts in the 1960s and
increasing donor competition for assistance “niches”, a 1968 AID report (Wheeler,
et al)) emphasized that HMG's thin administrative, technical and financial
resources had been overtaxed, and could not manage all of these projects
effectively. The report recommended USAID consolidate its programs before
undertaking new investments, and cautioned USAID, HMG and other donors to
concentrate development efforts in order to reduce waste.
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Several USAID agriculture projects which had established new public sector
institutions in the 1960s were shifted to other donors in the early 1970s or
terminated. Support for the Agricultural Credit and Cooperatives Project ended in
1970. After USAID helped create the more “bank-like” Agricultural Development
Bank (ADB / N), the Asian Development Bank stepped in, in 1969, to become the
primary donor. USAID continued to sit as an advisor to the ADB / N Board into
the early 1970s, and provided a $500,000 grant to help HMG meet its local
currency contribution requirement for a $2.4 million Asian Development Bank
loan.

Through 1970, USAID continued support for the Agricultural Supply
Corporation, which was merged into the Agricultural Marketing Corporation a
year later. In the early 1970s, West Germany took over support of fertilizer
imports for Nepal, and HMG supported the ASC (AMC). Unfortunately, untimely
supply of agricultural inputs to farmers continued to be a serious problem in the
1970s and later. At the beginning of the decade, USAID completed its Agricultural
Marketing Project which constructed grain storage godowns mainly in the
Kathmandu Valley and supported market studies. Soon after, the FAO became the
major donor in the agricultural marketing area. USAID provided 20,000 tons of
Title II Food For Work cereal grains as a drought relief grant in 1972 / 73 to
support construction of storage facilities and other public works in food deficit Hill
areas.

Land and tenure reform was judged by the 1968 AID consulting team to have
had limited payoffs, as these programs had done little to increase agricultural
production. Reform efforts by HMG and other donors had run into predictable
administrative and enforcement difficulties early on The team argued that other
factors were probably more important in effecting production increases, e.g., high
rent disincentives to farmers, land fragmentation due to inheritance patterns,
unavailability of necessary agricultural inputs, and taxation and pricing incentives
and disincentives.

A Question of Balance: The Hills and the Terai

Through the 1960s, HMG and donor development policy attempted to maximize
investment payoffs by concentrating agricultural investments in the Terai and the
Kathmandu Valley. Critical infrastructure was being developed in these regions,
irrigation was more available, and Indian agricultural inputs and grain markets
were more accessible. This strategy meant that average per capita income in Nepal
grew, but with considerable inequities, reflected particularly in stagnant incomes in
the Hills.



176 Half-a-Century of Development

A fundamental premise of the Food Grain Production Project was that Terai’s
foodgrain surpluses and improved agricultural technology would make their way
into food-deficit Hill areas. The 1968 AID consulting team found the 1965 HMG
study supporting this model had failed to consider high transport costs in the Hills,
and the fact that most Terai grain merchants were selling surplus grains in India.
The team concluded that the Terai-Hills transfer model was unrealistic; as the
Indian economy offered higher prices for Terai’s surplus grains than Hill farmers
could afford. Due to Indian dominance of the Nepali economy, HMG had limited
ability to manipulate prices to achieve a better distribution of food grains. In view
of this situation, the 1968 report recommended:

...development of the hill areas must be carried out in the hills, rather
than through reliance on possible spillover benefits from developments in
the Terai and other areas.

Development Clusters or Zones

During the 1960s, HMG/USAID projects had attempted to extend various
agricultural support systems such as extension, inputs, credit, cooperatives, and
storage facilities into the Hills as well as the Terai. These efforts were stymied by
formidable transport and communications constraints. The 1968 team
recommended that USAID and HMG consider creating a limited number of
“development clusters” in the Hills, selecting areas served by air transport that
would eventually be reached by motorable roads.

HMG's Fourth Plan outlined a similar concept of four north-south
“development zones” to strengthen integration of the Hills and the Terai. In the
agricultural sector, the concept was further developed by adding the idea of
comparative production advantages of different environments in each zone -
livestock in the Mountains, vegetables and fruits in the Hills, and cereal grains in
the Terai. According to this simplistic model, a donor would help develop these
production advantages and build roads and airports to create trade networks within
particular “zone corridors”. During the Fourth Plan, HMG established four
Development Regions and invited donors to assist in developing specific corridors.
Other donors, such as the Swiss, the U.K., West Germany, and the ADB, started
small area-specific projects. Although HMG invited USAID to develop the
Nepalganj to Jumla corridor, the Mission preferred to assist national systems rather
than concentrate resources in a single region.
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Low Productivity of Foodgrains

Agriculture remained the single most important sector in Nepal's economy,
generating 66 percent of the GDP, employing 94 percent of the labor force, and
providing 80 percent of Nepal's export earnings. USAID continued as the primary
donor in agricultural research and extension through its Food Grain Production
Project (FGP). As developed in the 1960s, project strategy was to bring in
improved cereal varieties, carry out limited on-station adaptive testing, multiply
seeds on-station or assist the Agricultural Supply Corporation to purchase them
from other countries, and then rapidly introduce these new varieties and improved
technology to farmers in high potential districts. U.S. advisors at each station acted
as expediters for these activities. With USAID assistance, it had been expected that
the Green Revolution model of agricultural development in India would be
duplicated in Nepal.

Actual performance was disappointing. While data was poor, it appears paddy
production increased by an average of 1.8 percent annually from 1966 to 1973,
maize by 0.9 percent, and wheat by 5 percent. This averaged out to a 1.2 percent
annual increase in foodgrain production. Over the same period, the population
growth rate was 2.1 percent, resulting in declining per capita production, from 329
kilograms of the three major foodgrains in 1961, to 288 kilograms in 1971 and 260
kilograms in 1973. Foodgrain exports were reduced and availability declined
further in Hill areas that were already at or below subsistence levels.

The Food Grain Technology Project (FGT) model of simple, rapid technology
transfer failed to consider a number of farm constraints: the lack of improved seed
varieties appropriate to Nepal's diverse agro-climatic conditions; limited
availability of irrigation, inputs, and credit; limited knowledge about diverse farm
management systems; limited grain storage facilities and poor marketing systems;
and an ineffective extension system with rural workers lacking technical support.
In addition, farmers had no private sector alternatives to inefficient and under-
supported public sector agricultural support systems. More time, better informed
strategies, and larger investments were required to address these constraints.

Evolution of the Food Grain Technology Project

In spite of these disappointments, USAID continued with a revision of the Food
Grain Production Project (renamed Food Grain Technology Project or FGT)
between 1971 and 1974. From 1957 to 1974, USAIDspent approximately $16
million on this evolving research and extension project. By the end, more than 600
Nepalis had been trained in agricultural fields, with most receiving B.Sc. degrees
in India.
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The revised project dropped the old model of crash production campaigns
with imported high yielding varieties (HYVs) in favor of increased emphasis on
in-country agricultural research. No one had ready answers for Nepal's formidable
production problems, but the USAID agricultural specialists who arrived at the end
of the 1960s were committed to creating a sophisticated research capacity in Nepal
to address them.

Kayastha, et al. (1989) analyzed retrospectively the reasons for this “growing
awareness of the need to strengthen the adaptive agricultural research program”.
At the urging of USAID and other donors, HMG had created in the late 1960s a
single, relatively strong department, the Department of Agricultural Education and
Research, to supervise crop research. By the early 1970s a critical mass of well
trained and motivated Nepali agricultural researchers was returning from advanced
training in U.S. universities and International Agricultural Research Center
(TARC) programs. They brought back technical skills and field experience, new
varieties for testing, and breeding lines for development and selection under local
conditions. Several HY'V varieties were quickly released. Internationally respected
agriculturists also worked in the FGT Project, including IRRI and CIMMYT
advisors. In addition, USAID supported advisors at research stations saw firsthand
the need for improved technologies adapted to Nepali farms.

The FGT Project continued to support extension work, including construction
of offices in 13 districts and training for field staff at research stations. However,
the extension system's poor results and critical research needs caused USAID to
shift its primary support back to research, focusing on Terai stations at Rampur,
Janakpur, Bhairawa, and Nepalganj.

In 1972 the project helped establish National Commodity Programs for rice,
wheat and maize, with each program headquartered at one of the stations. Each
commodity team included an agronomist, plant breeder, plant protection officer,
and soil scientist. With facilities improving, research programs began indigenous
breeding programs for wheat, maize and rice, and continued evaluating and
selecting imported genetic material. The programs collected 1,200 local rice,
wheat, and maize varieties and tested their performance under varying conditions.
Commodity teams began adaptive testing of new varieties for the diverse agro-
climatic environments in Nepal, and research stations continued to be responsible
for seed multiplication.

The next major project innovation came in 1973, when National Commodity
Programs began to carry out farmer field trials (FFTs) for nationwide testing and
evaluation of new crop varieties. Most FFTs were in the Terai, the most
compatible area for the lowland technologies coming from the IARCs and Indian
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universities. However, even this level of transfer was not as simple as first
perceived. Early FFTs were carried out in the Terai on irrigated, highly fertilized
fields, matching conditions at international centers. Thus, although 70 percent of
all rice land in Nepal was rainfed, the National Rice Improvement Program
initiated its FFT program by testing IRRI exotic early-maturing varieties suitable
only for irrigated areas that could be double-cropped. Feedback from the early FFT
program resulted in some modification of research.

By the mid-1970s the FGT Project, UN/FAQ's Hill Food Development Project
in the middle Hills, and the U.K.-supported Lumle and Pakhribas Hill Agricultural
Centers had all began conducting FFTs to evaluate the yield potential of various
crops under different agro-ecological conditions. Results indicated “a large yield
gap between on-station and on-farm trials, especially in those environments which
were different from the stations” (Kayastha, et al., 1989). These disappointing
results pinpointed the critical research issues for the second half of the decade and
the next USAID project: identifying the causes of these yield gaps by testing
improved varieties under realistic conditions in different agro-ecological areas; and
developing better adapted varieties.

Lengthy Programming Process

During the first half of the 1970s, AID conducted several agriculture sector studies
to prepare for future programming. There were several reasons why the Mission
took this uncharacteristically lengthy step: the introduction of the New Directions
guidelines emphasizing more carefully justified projects, uncertainty about rupee
funding and staffing cuts, and AID emphasis on coordinating with other donors
and HMG in developing the new assistance program.

The agricultural assistance arena had a growing number of donors carving out
areas of investment. These included the FAO (Agricultural Marketing), the ADB
(Agricultural Credit, Chitwan Valley Development, and Kankai Irrigation), the
World Bank (Birgunj Irrigation), India (Horticulture and Veterinary Services), the
U.K. (Gurkha Retraining and Hill Agriculture Centers), West Germany (Gandaki
Agricultural Development Project and Fertilizer Imports), and Japan (Regional
Agriculture Development). The World Bank was considering loans in
groundwater/surface water irrigation, rural development, and livestock, and
Canada and the U.K. planned to expand their programs.

In this crowded field, USAID had difficulty holding HMG's attention for
planning and approval of projects. USAID faced a complex set of tasks in finding
a complementary assistance niche in the sector: to address needs defined by HMG;
define a role that fit its special technical assistance capacities; take on difficult and
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experimental field tasks that other donors were not addressing; and benefit the
“poor majority” of the New Directions mandate.

Programming Options

The 1971 Agricultural Appraisal Team outlined the following options for USAID's
follow-on project: 1) pull out of fieldwork to focus on an advisory role in
Kathmandu; 2) further exploit Terai agricultural potential by continuing work in
the Terai stations; 3) build up an agricultural development program in the Hills; or
(the option preferred by HMG) 4) concentrate on an integrated area development
program. The appraisal team rejected the first option because HMG had only a
few highly trained managers of its own in the field and U.S. advisors were
recognized as critical in “getting programs moving” in the field. It recommended
USAID consider the remaining three options.

Subsequent studies developed the third option further by arguing that Hill
agricultural programs could not rely on technology created for the lowlands.
Sophisticated plant breeding and adaptive testing were required to develop HYV
varieties adapted to Hill conditions. Economic studies were needed to see how
these varieties might be used in Hill cropping system. Finally, certain valley
systems in the Hills, given irrigation, fertilizer, and marketing opportunities, had
good potential for cereal grain production. All of these were dependent on new
roads to service these areas. The key message from experts was that USAID
should not embark on a crash program for agricultural development in the Hills,
but should build an adequate technical and social science research base for a new
generation of development projects after infrastructure was in place.

USAID Agricultural Strategy Decisions

By 1974, USAID had completed its analyses and developed its agricultural
strategy for the rest of the 1970s. The 1975 Development Assistance Program's
Food and Nutrition Strategy stated that “while stagnating production is the overall
priority development problem, it is probably more helpful to refer to smaller order
problems within the sector.” Many of these problems were being addressed by
other donors and HMG. USAIDchose to address the low productivity and quality
of foodgrain production, the limited capability for data collection and applied
analysis, and the need for trained manpower.

The follow-on to the Foodgrain Technology Project would be an applied
production technology project to develop and adapt improved varieties,
emphasizing both Terai and Hill production systems. It would include seed
processing and cropping systems components. Project design awaited a
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Rockefeller Team report on Hill agricultural systems requested by HMG and
USAID. To address the problem of poor quality of foodgrains, an activity to
introduce a new test variety of high-lysine maize in Hill areas was begun with an
associated nutrition study, but this was never developed into a major program.

USAID also planned two other projects. The first was to improve the Ministry
of Food, Agriculture, and Irrigation's (MFAI) capability to collect and analyze
agricultural economics data, particularly for farm economics. However, HMG
preferred assistance from the World Bank or UNDP/FAO for this activity. The
second project was to develop a new Institute for Agriculture and Animal Sciences
(IAAS) at Rampur to provide quality degree and non-degree training in
agriculture. USAID also planned to continue supporting agricultural participant
trainees in India, the U.S., and other countries.

The Integrated Cereals Project

USAID and the MFAI requested a Rockefeller Foundation team to appraise
agricultural research and development projects in Nepal, and to recommend
strategies for addressing the knotty problem of improving agricultural production
in the Hills. Carried out in late 1974 and published in 1976, the study was
supported by USAID, the Rockefeller Foundation, and the Ford Foundation.

The Rockefeller report emphasized that HMG “corridor” development
strategy for increasing Terai-Hills commercial interchange depended on road
construction, and was thus not a realistic short-term strategy to meet urgent food
and economic needs in the Hills. It concluded that only an accelerated Hill
agricultural development effort could adequately address these problems. After
assessing several Small Area Development Projects, the team concluded that a
geographically concentrated approach had only localized impacts in the Hills.
What was needed was a national effort to provide “systematic and sustained
development and application of new production technology suited to resources and
restraints of the Hills.” The team cautioned this would not be quick or inexpensive:

The Green Revolution era has created the concepts 1) that modern
agricultural technology requires cash intensive inputs, and 2) that yield-
boosting 'breakthroughs' are to be anticipated. In fact, the impact of
research in agriculturally advanced nations has been through continuous
- albeit modest - changes in genetic yielding capability, disease
resistance, pest control and the minimizing of yield restraining hazards or
factors. 'Breakthroughs' are not common.

The fact that 42 of 55 Hill districts (representing 62 percent of Nepal's land
area and 41 percent of its population) were not served by roads precluded the rapid
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introduction of cash-intensive agriculture characterized by high inputs, irrigation,
and mechanization. The team identified researchable issues for reducing yield
losses of specific Hill crops and increasing multiple cropping and land use
intensity in localities with adequate rainfall.

In the view of the Rockefeller team, Nepal was on the verge of making the
same well intentioned mistake as some other less developed countries: investing in
agricultural extension to “maximize the contact at farm level” without having
sufficient improved and adapted technology to feed into the system. The team
emphasized that “most introduced varieties and materials will have to be modified
through an indigenous adaptive research and testing program to fit the growing
season, to meet specific disease and pest hazards, and to suit local quality
preferences.” This required increasing the effectiveness of the cereal commodity
research programs headquartered in Terai stations.

It also required the building of a separate farming systems program to focus
on Hill agriculture, which would carry out regional testing, farm evaluation, and
demonstration / promotion of improved technology suited to farming systems in
the Hills. A major criticism by the Team was that many projects failed due to
researchers' ignorance of farmers' problems and conditions. The team
recommended verification trials in farmers' fields, as station trials didn't accurately
simulate actual farm conditions in diverse agro-ecological areas.

The Rockefeller team's recommendations provided the conceptual framework
for USAID's follow-on Integrated Cereals Project, which was contracted out to the
International Agricultural Development Service in 1977. The consulting team was
headed by Dr. Wayne Freeman, who had been a member of the Rockefeller team.
As a result of his clear vision and dedication in managing the ICP, particularly in
encouraging field research, this project is considered by Nepalis and Americans to
be one of the most effective agricultural projects ever implemented in Nepal.
Under the ICP, support continued for the cereal commodity programs, and a
Cropping Systems Program was developed with four research sites in the Hills and
two in the Terai.

The non-traditional Cropping Systems Program integrated research and
extension by carrying out research trials with farmers in their fields.
Interdisciplinary teams (including, for the first time, socio-economists) were
formed to define field research problems through on-farm studies, carry out
comparative economic studies of traditional and improved cropping patterns, and
devise means to rapidly transfer improved technologies. Close contact with
farmers helped researchers to address factors influencing the adoption of new
technologies. Technology component trials, farmer field trials (FFTs) and cropping



The 1970s 183

pattern trials were carried out for site-specific and cropping pattern-specific
adoption. Promising technologies used shorter duration, higher yielding cereal
crops and developed cropping patterns that squeezed more production out of the
growing season.

ICP also initiated a new Minikit Program, which was launched by the National
Commodity Programs in 1977. Minikits contained seeds of one or more new
varieties, cultivation instructions, occasionally appropriate doses of fertilizer and
insecticide, and a results feedback card to be returned to the commodity program.
Programs prepared the kits and distributed up to 30,000 annually free to farmers
through the extension service. A later review (Kayastha, et al., 1989) concluded
that while the minikits effectively and quickly disseminated new varieties and
technology to farmers, they were more useful as an extension tool than in
providing performance feedback to researchers.

Institute for Agriculture and Animal Sciences

In 1972, USAID funded a planning survey on developing an agriculture education
institution to meet the critical need for skilled agricultural manpower. The JTA
College in Kathmandu was moved to the site of a former Panchayat Training
Center in Rampur in 1973 and was renamed the Institute of Agriculture and
Animal Sciences (IAAS).

The survey report, prepared by Mid-Western Universities Consortium for
International Activities (MUCIA), recommended a comprehensive 20 to 30 year
effort leading to a major national agricultural university. Ambitious guidelines
written into USAID's IAAS Project in 1974 stated this institution would fulfill the
need for vocational agricultural graduates to teach in secondary schools, train
extension and agricultural research officers at the JTA and B.Sc. levels, and
conduct agricultural research. In 1975, MUCIA won the contract to provide
technical assistance for institution building, advanced degree training for teaching
staff, equipment and other support. A local currency grant of $4.2 million was used
to construct facilities.

The 1976 Rockefeller report was pessimistic about early prospects of IAAS
producing the skilled manpower needed by research and extension systems. There
was intense competition between the Ministry of Education (MOE) and the MFAI
for trained personnel to be posted across Nepal. Because IAAS was placed under
Tribhuvan University, the Ministry of Education was the counterpart for the IAAS
Project. The MOE had early on “captured” the IAAS to meet its own training
target of 650 to 1,000 vocational agricultural teachers for secondary schools by
1976. The Rockefeller team argued that TAAS was “in fact a Vocational
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Agriculture Teacher Training Institution.” The team felt that DOA staff should
continue receiving degree training in Indian agricultural universities. It also noted
that due to this conflict, responsibility for training extension JTAs had been shifted
from IAAS to research stations, which “cannot take on an added, excessive
training burden without further diminution of research.”

Apart from these problems, the IAAS’ newly created, remote campus had
insufficient staff and inadequate facilities. Only four staff members had transferred
from Kathmandu to Rampur, and less than half the required number of teachers
had been hired by 1975.

During the late 1970s, IAAS began to train ][TAs (one year curriculum) and
JTs (two year curriculum) for the DOA, and to phase out training of vocational
agriculture teachers. Also, students were enrolled in a new degree curriculum. The
MUCIA contract team changed frequently, with members seldom staying the 25
month contract period. On HMG side, there were changes in the Deanship of the
Institute, with Deans frequently absent. Unrealistic expectations, an admittedly
difficult context, and lack of continuity and commitment from both advisors and
IAAS leadership combined to make the IAAS project a disappointment in the early
years.

INSERT PHOTO
P.206 4DD

A student at the Institute for Agriculture and Animal Sciences examines disease
organisms and parasites in the veterinary lab. IAAS Project.
-photo by Alison Wright
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Other USAID Investments in Agriculture

AID, the Rockefeller team, CIMMYT, and IRRI agreed on the need for seed
processing plants in western Nepal as part of the ICP's broader foodgrain
production strategy. The objective was to provide Hill communities with storage
facilities for seed and other inputs. However, AID insisted this component be
removed from ICP and approved separately as a dollar funded capital project.
USAID's Seed Production and Input Storage Project was approved in 1978, but not
contracted until December, 1979.

In the late 1970s, USAID provided an agricultural economist to advise the
DOA and the new semi-governmental research organization, the Agricultural
Projects Services Center (APROSC). To meet the joint USAID/HMG objective of
increasing HMG planning and implementation responsibilities in agricultural and
rural development projects, APROSC received a large grant in 1977 to develop
project preparation skills and hire complementary consulting services. USAID also
gave the Agricultural Development Council a $460,000 grant to organize training
in research and planning, identify target groups and determine project impacts
under the ICP, assist HMG in using the technical knowledge accrued through the
ICP, and advise the DOA and APROSC on Farming Systems Research.

Accomplishments in the 1970s

Establishing a National Research Capacity

By the beginning of the 1970s, USAID and HMG had realized there would be no
‘green revolution’ in Nepal. None of the IARCs had ready solutions for Nepal's
formidable agricultural problems. Through the FGT Project in the early 1970s and
the later ICP, USAID and HMG developed a field focused research system to
begin the in-depth research needed to increase foodgrain production.

USAID funded participant training in agriculture and natural resources for 636
Nepalis during the 1970s (45 percent of participant trainees during the decade).
This included a large number of B.Sc. students in Indian agricultural universities
and advanced degree and short-term students at IARCs and U.S. universities.
Yadav (1987) reported that during the 1970s, trained personnel in the agricultural
sector increased nearly 250 percent, from 1,397 in 1970 to 3,383 in 1980. The
number of trained officers having at least a B.Sc. degree increased from 352 to
873. 1n agricultural research, there were 388 trained officers by 1980, 157 of them
with M.S. degrees and 14 with Ph.D.s. Despite heavy U.S. support for training, the
research system had a thin level of expertise for the job it had to do. Yadav notes
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the 14 Ph.D.s constituted only four percent of research personnel, “well below the
target of 20 percent suggested by the World Bank.”

To build a system that put researchers in daily contact with farmers' problems,
USAID projects devoted much effort to improving major Terai research stations
and cropping system research sites: constructing new station facilities, providing
research supplies, and creating multidisciplinary research teams supported by
expatriate specialists from IARCs and project teams. A 1982 AID evaluation of the
FGT Project compared research facility staffs over a ten year span and found 18 of
114 degree holders were posted outside Kathmandu in 1970, while in 1980 the
number had risen to 355 of 625. This increased research staff assumed new tasks,
including running the commodity improvement programs (including nationwide
FFTs and national summer and winter crops workshops), conducting cropping
systems research, multiplying HYV seed, preparing minikits for distribution by
extension workers, and training and backstopping extension staff.

A 1979 mid-term evaluation of the ICP found good progress in establishing
and staffing cropping systems research sites, training manpower, and realigning
research objectives. National commodity research programs for rice, maize and
wheat had been strengthened, with “improved multidisciplinary staff teams
producing research results that are markedly superior to those of only two years
ago.” The research system was developing new varieties offering greater potential
for higher yield and disease and insect resistance, though these were still mainly
tailored to the Terai.

Impacts on Cereal Grain Production and Farmers

Although the research system was releasing new HYV varieties and providing
fertilizer recommendations, it was proving difficult to get new varieties and
practices into production. By 1980, Nepal's annual population growth rate had
increased to 2.6 percent, while foodgrain production had grown at only 2.2
percent. Per capita foodgrain production thus decreased, despite modest production
increases through the 1970s.

Disappointing production was partly due to uncertain monsoon rains, causing
crop failures in the final years of the decade. Only 10 to 15 percent of Terai
farmland was irrigated, and the percentage was much lower in the Hills; most
crops were rainfed and thus seriously at risk. A growing population was placing
increasing pressure on Nepal's limited arable land: the newly opened Terai was
already reaching saturation, and the increasing use of marginal land gave limited
agricultural results. Noting that the Terai’s surplus was declining and there were
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food deficit areas in the Hills, the World Bank (Nepal Agricultural Sector Review,
1979) declared Nepal was no longer a foodgrain surplus country.
Area Under Improved Varieties
1965/66 — 1989/90

1,200

E],III:I ]"I’

Em

T o0

4

§ 400 h

£ |
.I} I.!‘I L] -1
g a8 ROE - EoE B 8
§ 8 E &8 E &8 B & &k

Source: 1965/66 to 1982/83 data taken from Dep;ﬂment of Agr-iculture/MOA data and
summarized by USAID; 1983/84 to 1989/90 data taken from Enhancing Productivity of
Limited Resource Farmers in Nepal, ARPP Terminal Report 1990, Table 4.5.

Data for wheat production indicate that improved wheat varieties were
effectively introduced to farmers during the 1970s. The area planted to wheat more
than tripled to 381,000 hectares in 1980. However, total foodgrain production
could be significantly boosted only by higher yields from improved varieties and
increased double cropping of rice. Farmers were much more conservative about
adopting new rice varieties, with only about 25 percent of planted area under
improved varieties by 1980. Average rice yields declined from 2 metric tons per
hectare in 1964 / 65 to 1.85 in 1978 / 79. Maize and wheat yields also fell slightly
during this period.
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Average Yields of
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The 1982 final impact evaluation for the FGT project interviewed Terai
farmers, researchers, and extension personnel, and found many farmers were
aware of the improved varieties and high input recommendations, due to
distribution of minikits, FFTs, field demonstrations and contacts with the extension
system's model farmers. The team also found:

As the new ideas trickled down, however, the packages came apart ...
Farmers ...often perceive both themselves and the extension service as
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helpless to act on the advice. There are a lot of 'ifs' ,.involved in the
successful completion of the adoption cycle: if the rains come on time ...if
the electricity is available to run the pump and the canals are not silted
up ...if the AIC handles the imports in a timely way, it may be possible for
the cooperatives to get their supplies on time, if the farmer holds a title
deed ...to get credit at the Agricultural Development Bank or has enough
sash to buy without credit, then it might be possible to purchase available
inputs ...

Annual Use of Nutrients in Chemical Fertilizers
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In spite of an average 18 percent per annum increase in fertilizer use since the
beginning of the decade, overall use of fertilizer in Nepal was exceedingly low,
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with only seven percent of the area planted to foodgrains receiving fertilizer.
Government pricing policies (high fertilizer prices and low rice prices to aid urban
consumers) discouraged higher foodgrain production, and supply lines were
seriously disrupted.

Despite all these problems, the 1982 evaluation team concluded many Terai
farmers believed they were better off than they would have been without new
varieties and fertilizer recommendations. Farmers were experimenting with multi-
cropping, new varieties and fertilizer, though often using lower than recommended
inputs. Soil fertility and yields were declining in the Terai under these conditions.

Meanwhile, ICP researchers had begun studying diverse agricultural
conditions and farming systems in remote Hill areas. Expanding agricultural
service systems to the Hills and developing appropriate varieties and
recommendations for Hill farming systems would take place in the 1980s.

HEALTH AND FAMILY PLANNING

The Nepalese Context

Until 1970, Nepal's health development had focused on a network of curative-
based hospitals, health centers and health posts on one hand, and single purpose
preventative programs delivered through vertically organized projects on the other.
The public sector had evolved considerably from the early 1950s to encompass a
modest system of 40 hospitals, nine health centers, and over 100 local health posts.
The latter two types of institutions were generally underfunded and
undersupervised, and none extended services into surrounding rural areas. The five
major vertical programs (tuberculosis, leprosy, immunization, malaria, and
FP/MCH) had better outreach capabilities, but the services delivered by their
trained fieldworkers were highly specific.

Health manpower was also in short supply. Nepal had one of the worst
physician-to-population ratios in the developing world (1:40,125 in 1976) and a
severe shortage of supplementary paramedical workers. These shortages in staff
and infrastructure were aggravated by a skewing of resources towards urban areas,
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especially the Kathmandu Valley. The Valley had less than five percent of the
national population and a quarter of all the hospital beds in Nepal. Remaining
facilities were concentrated in the more easily accessible Terai, which had over
twice as many health posts as the Hills. In 1975, 43 of Nepal's 75 districts were
without hospitals; ten lacked even a health center. Nepal's rural majority, roughly
90 percent of the population, remained without access to modern health services.
The government was under growing pressure from the population to provide
some type of minimal health care. Health posts and safe water were two of the
most frequently mentioned needs in local surveys. Such efforts had been deferred
though the 1960x, in part by HMG's adherence to the development rationale that
social service expenditures should be limited until increases in the GNP and the
tax base could finance such improvements. However, by the early 1970s it was
clear the need was too pressing for the government to wait: for reasons of
economics, efficiency and equity, rural health services had to be expanded.

A High-Cost Proposition

Meeting the health needs of Nepal's rural population demanded a tremendous
infusion of resources. Government expenditures for health had tripled between
1965 and 1975, but low urbanization, a high rate of internal migration, and a
population scattered over difficult terrain pushed the cost of reaching each member
far beyond the Rs.5 per capita public sector health investment allocated by the
government budget.

The first 15 years of health development had been concerned with developing the
most basic level of health facilities, services and manpower. The majority of these
achievements were focused in urban areas. Extending an effective program to rural
areas was an entirely different situation, demanding a low-cost essential services
delivery system with realistic goals. Several options were discussed: training local
volunteers for village outreach; expanding mid-level and auxiliary personnel to
provide a basic minimum of health services requiring little professional
supervision; and consolidating overlapping administration and activities of vertical
projects into a single central service.

Integrated Health Services Delivery
The Roots of Integration

Integration was a dominant theme in international health in the early 1970s. The
term can be used to describe a multitude of activities and systems, depending on
the context. In Nepal it has generally been defined as the process by which the
functions, staff and resources of diverse vertical projects are absorbed into a larger
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government administrative structure, which emerges during the process.
Something of the sort had been discussed as early as 1959 with regard to providing
permanent employment for NMEO’s army of workers. While USAID had no
particular ideological concern for integration per se, the concept fit well with its
New Directions mandate for humanitarian aid reaching the “poorest of the poor”.

Beginning in the late 1960s, both USAID and WHO advocated integration of
Nepalese health services as a cost effective measure to increase the efficiency of
outreach fieldworkers. Various government health programs had found that the
largest portion of their staff expenditures went to get the fieldworker to the
scattered houses of individual villagers. Once he (rarely she) was there, efficiency
demanded he cover as many subjects as possible. A corps of multi-purpose
workers trained and administered under one organization would presumably be
more cost effective than a series of uni-purpose workers under separate
organizations. And the assumed imminence of malaria eradication was expected to
free the Nepal Malaria Eradication Organization's (NMEO) large and well trained
staff for other purposes. Using the NMEO as the backbone of a permanent primary
health care system was a frequently proposed and apparently reasonable policy.

This scenario had at least two serious flaws: the NMEO covered only the
malarious lower half of the country, leaving the upper Hills and Mountains in need
of a new system. Secondly, the anticipated eradication of malaria never occurred;
instead, in the mid-1970s serious flareups demanded considerable reinvestment of
labor and resources. By this point, however, HMG had already committed to
integration. Integration boards and committees were established in 1970 to launch
pilots, along with the Community Health and Integration Division. HMG and
donors began to explore alternative models of integrated health care.

Integration Pilot Project

In 1971, as part of USAID's Integration of Health Services Project, slightly
different health service delivery models were implemented for testing in two
dissimilar districts: Barsa in the Terai, and Kaski in the Hills. The Kaski model
utilized NMEO administrative and field workers, adding a few additional duties to
their normal house rounds. In Barsa, auxiliary paramedical workers delivered a
wider range of services to households. This pilot was administered by the
Department of Health Services section of Community Health and Integration
Division, utilizing its existing health care services.

After 18 months of operation, a joint HMG / USAID / WHO evaluation found
workers in both models were visiting nearly 100 percent of homes monthly,
providing a much wider range of simple preventive outreach services at a similar
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per capita total cost than non-integrated districts. (Individual health output
measures were without exception cheaper under the integrated pilot.) Coverage of
malaria and smallpox had fallen in comparison to vertical programs, but as the
evaluation pointed out, “satisfactory” levels of coverage for an integrated program
would probably be lower than those achieved by uni-purpose programs. The
performance differential could readily be justified by the greater population
coverage and lower cost, and did not preclude the use of special technical
organizations to supplement routine health service.

The major problem noted in the integrated pilot was weak management,
serious enough to bring the Bara project to a near halt after 18 months of
operation. Despite indications that an integrated program demanded complex
management skills (as well as 65 percent more staff than non-integrated health
posts), the evaluation team concluded the tested method was capable of achieving
HMG's goal of providing minimum basic services to the maximum number of
people. By 1975 Kaski District and four Terai districts had made the transition to
Bara-model integration.

Whatever the apparent flaws of the integrated model, it must be remembered
that during this period villages that were not served by the malaria, smallpox,
leprosy or tuberculosis vertical projects and were far from health centers and
hospitals had no health care whatsoever. The IHS pilot project appeared to offer a
method of delivering minimal services to remote rural areas. Regardless of its
problems, it was successful enough to get both HMG and USAID to commit to. a
gradual shift to a nationwide integrated system over the next decade. The
Integration of Health Services Project was slated to run through June 1978,
supporting a gradual expansion of the experiment to six districts.

Changing Times

In mid-1975 events converged to radically speed up the adoption of integration.
The original plan had been to eventually integrate all vertical programs into the
Department of Health. IHS would be gradually extended nationwide, incorporating
the experience and information of the pilot studies. The infrastructure of the
NMEO (where it existed) was to be used as the basis for expanded health services,
with its cadre assuming multiple duties.

In 1975 HMG's Long-Term Health Plan for 1975 to 1990 was released,
defining the course of official health policy for the next 15 years. It reinvigorated
the movement towards integrated services, with a clear commitment to expanding
basic rural health services at the village level through gradual integration of
vertical projects into a single basic health service.
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The 1975 release of the Fifth Plan reinforced this decision, with its refocusing
of development priorities on the Hills and on increasing government services to the
rural populations. This resulted in a major sectoral shift in government funding,
with health increasing from two to 18 percent of the total budget. The Fifth Plan's
mandate in health was clear: “To develop Integrated Basic Health Services in order
to provide health services to the village people as soon as possible”.

HMG's commitment to rapid expansion was underscored by the specific goals
of the Long-Term Health Plan, which called for the establishment of 1,052 fully
integrated health posts in all 75 districts, plus 15 district and four regional
hospitals, all to be completed by 1985. The rate at which these goals were to be
implemented was impossibly rapid, but the plan underscored a serious
commitment to achieving an integrated nationwide health service as quickly as
possible.

The impetus came from a radical political reorientation. Expansion of
government health care delivered a message: development, national unity, social
justice. The first 20 years of development had seen a disproportionate amount of
investment going to Kathmandu and the Terai. By the early 1970s, a growing
population had rising expectations, fed by past development gains. A system of
health care covering the rural poor, in contrast to a curative, static hospital model
serving wealthier urban resident, appeared to be a moral imperative and a political
necessity. As the IHS Project Paper noted, “The development process is a race
between events and control.” Program expansion, staff increases and growing
public expectation combined to make the moment “a critical, take-off point in the
development of health services.... If their expectations are unmet soon and
substantially, disenchantment with present policies will follow.”

This theme has motivated many of USAID's development initiatives since the
early 1950s. At periodic intervals, a revolution of rising expectations was
presumed to be sweeping Nepal. While the case could be better argued in the
1970s, the extent and depth of public discontent were not closely examined. The
situation may not have demanded the radical, rapid adoption of integrated health
services which occurred.

The decision to adopt full-scale integration was flawed in that it was not based
on a solid analysis of the pilot project proving that integration was the best means
to deliver national, health services. The pilot study had demonstrated broader
coverage rates and administrative savings with multipurpose workers, but there
was no finding of increased effectiveness; in fact, the indications were otherwise.
The decision for integration was made for economic, political and humanitarian
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reasons (and because integration was the trend of the times) rather than practical
ones.

Formulation

In response to the challenge set forth in the Fifth Plan, HMG and major health
donors joined in an intensive three-month planning session to design an
operational blueprint for a nationwide rural health service system. “Project
Formulation - Basic Health Services” proposed a network of 810 upgraded and
expanded rural health pests, each serving an average of 15,000 people. A corps of
junior Auxiliary Health Workers (JAHW) would extend services from here into
the community. Through regular home visits they would establish a personal
relationship with clients and become an “agent of change”. This one-on-one
outreach lay at the heart of the project design. All vertical projects were slated for
gradual phase-in, with the exception of malaria, which was deliberately excluded
at the beginning and left to the NMEO.

The service delivery mix emphasized preventive care and low-cost, high-
payoff interventions involving high-risk groups like mothers and children. Family
planning and maternal-child services were ranked high in importance. At once
wide-ranging and in-depth, these activities demanded extensive resources. The
project was designed at a period when multilateral donors were becoming a major
source of assistance in Nepal: from 1975 to 1979, various U.N. agencies provided
$15 million in support to health and family planning. From 1974 to 1980, total
assistance commitments to health increased six times.

HMG enlisted seven major donors and several minor ones in support of IBHS.
USAID redrafted and expanded its project plans and formulated the Integrated
Health Services Project (1976-1981). This provided $3.4 million for contract
specialists, participant training, commodities, capital assistance to build two
Auxiliary Health Worker schools, and other direct assistance costs for surveys,
planning, and evaluation.

Money, however, was not the most essential component of the program: far
more crucial was the internal capacity to convert financial resources into services.
The THS Project Paper noted the system’s effectiveness depended on support and
training. To this end the project was designed with heavy inputs into policy
development and administrative support. A team of specialists was contracted to
assist in developing the management and training capacity needed for a nationwide
integrated health service.

The integration attempt was too complex for Nepal to have attempted in its
state of development at the time. The public health sector had grown at an
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extremely rapid rate, from virtually zero in 1950 to $50 million in assistance by
1975. As the project paper pointed out, management and supervisory capabilities
were the “two most critical missing elements in delivering health services”. While
the USAID project aimed to remedy this lack, the IHS program demanded a total
of $20-30 million in assistance, making the entire enterprise a gigantic gamble.
Still, HMG's initiative and its ability to coordinate diverse donor inputs and
channel them towards improving management and supervision were hailed in the
Project Paper as a “turning point in the development of the health sector. For the
first time HMG has been able to coordinate all the donor inputs and direct them
primarily toward improving management and supervisory capabilities”.

Integration of Health Services

The THS project was designed to assist in the rapid nationwide expansion of the
1972 integrated model. The project focused on increasing HMG capacity to
organize and manage an effective, national integrated basic health service. The
vehicle selected for delivery was the Integrated Community Health Division, a
subsection of the Department of Health. (In 1980 the division was accorded project
status, and the IHS was renamed the Integrated Community Health Services
Development Project.)

USAID's financial and commodity assistance played an essential role in the
evolution of the integrated services delivery systems, while its advisory support for
the management system was described as “the key to bringing the ICHP to its
present state of development” (IRH/FP Project Project Paper). Financial,
commodity and management problems remained, however, and by 1979, the
original six districts were still the only fully integrated ones. Seventeen others
were designated as partially integrated districts, and integration was operating on
the level of individual health posts rather than a district-wide basis. Only 65 health
posts offered fully integrated services, and even these were encountering
difficulties in assimilating the FP/MCH and NMEO projects.

Still, by 1980 a new system was clearly being built. Over five hundred health
posts had been established, 283 of them offering some level of expanded services
according to the integrated model. More than 1,500 Village Health Workers had
been trained and 48 district headquarters had been established. Perhaps the clearest
indicator of tangible change was the estimated percentage of the population served
by a health facility (defined as those living within four hours walking distance). In
1971 that figure was 16 percent; ten years later it had jumped to 46 percent, and
the per capita ratio of health poets to population had more than doubled, despite
the decade’s high population increase. This figure must be considered a
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measurement of potential rather than actual achievement, however, as local health
posts are generally understaffed and underutilized.

The Integrated Community Health Division’s task was formidable: to build a
national system of health posts, staff them, develop a system of mobile workers to
deliver effective primary and preventative care — and to integrate several strong,
well-developed vertical projects. All this was to be accomplished with a smaller
budget and less autonomy than most of the vertical projects the division was
supposed to dominate and eventually absorb. The ICHD was low in the MOH
hierarchy, and it was seriously understaffed, with a central office of only 19
workers, compared to 360 central staff at the NMEO, and 424 central and regional
Family Planning/Maternal Child Health (FP/MCH) staff. In addition, the division
suffered from financial constraints. The ICHD budget for 1978/79 constituted only
0.1 percent of the development budget, resulting in severe shortages of medicine,
equipment and supplies.

Creating a single management / supervisory structure to administer expanded
efforts proved extremely difficult. Successful and well entrenched organizations
like FP/MCH felt threatened by integration. Though these were originally planned
as temporary projects, over the course of time they had assumed institutional
status. Largely funded by donor aid, the vertical projects had proven quite effective
in performing their specific tasks. In addition many had excellent outreach
capabilities, a strength the integrated program had hoped to harness.

Both HMG and USAID had continued to support the growth of vertical
programs while working to develop integration. This was viewed as a way to
maintain the achievements of individual programs, maximizing service coverage
while an integrated system was being established. Keeping the old systems going
until the new one had completely worked out was a way of hedging bets. Within
USAID there were internal conflicts in both Washington and Kathmandu between
integration advocates and supporters of vital categorical programs like malaria and
family planning, who did not want to see their program's gains submerged or lost
under the new system. The result was summed up in the IRH/FP Final Evaluation
in 1989:

USAID has completely supported all the divergent (and occasionally
contradictory or overlapping) health efforts in Nepal. While this may,
have been useful at a time when it was necessary to get anything going,
that approach bears reexamination.
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Population Growth and Family Planning

Population growth was the wild card in Nepal’s development. Through much of
the 1970s, a lack of demographic research and statistics kept the implications of its
profound impact hidden from both the government and the public. Estimates of the
annual population growth rate during the decade ranged from 2.0 to 2.4 percent.
The 1981 Census determined that the population growth rate was 2.7 percent, but
the preliminary results of the 1991 Census indicate that estimates in the 1970s
were probably correct, and that the 1981 Census overestimated Nepal's population.
The 1991 Census estimated population growth to have been 2.1percent. This will
result in a doubling of the population in 33 years.

The growth rate indicated an alarming potential to nullify gains in all sectors.
In the field of health, the decade’s population growth more than offset the small
numerical increases achieved in staff and facilities. Though the total number of
physicians and hospital beds increased by eight percent between 1971 and 1975, in
comparison to population these indicators showed a net decrease. The population
per physician ratio increased by over 300 persons (to 1:30,746), and population per
hospital bed increased by 29 persons (to 1:5,790). Obviously a substantial increase
in facilities would be necessary to maintain even the minimal level of service
being provided; still larger inputs were required to effect a net improvement. From
a development perspective, population control was vital to securing gains already
achieved, and an essential prerequisite to further progress. In this sense, USAID’s
comprehensive assistance to Nepal’s national family planning program spanned
sectoral divisions, making it the most fundamental of all development programs.

A Background Look

Awareness of a population problem was slow to develop nationally, partly because
of the extreme isolation of rural Nepal (in both a geographic and an ethnic /
linguistic sense); in part because of the paucity of statistical information
conclusively demonstrating such a problem. A relative rise in awareness is
reflected in the government's increasing funding for population. In 1968 family
planning was allocated 1.8 percent of total health funds. In 1974, allocations had
climbed to 13.3 percent. Following the release of the 1976 Nepal Fertility Survey,
the country's first major demographic study, the issue was taken more seriously.
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While Nepal's first specific population growth policy was established in the
Fourth Plan, this period saw the gradual building up of a solid sectoral foundation
through manpower training and physical infrastructure. With the Fifth Plan, family
planning moved higher on the list of priorities. The document went far beyond
previous policy to acknowledge the adverse effects of population growth and, set
tangible goals, calling for a five percent decrease in the birth rate and a more than
seven-fold increase in the number of contraceptive users within five years. Family
planning efforts were supposed to be incorporated into the developing Integrated
Health Services, but due to 1HS's incapacity, the FP / MCH project remained the
major vehicle.

Policy Development

Systemizing governmental concern for the conceptual issues of population policy
was a lengthy and difficult process. Concerned about the lack of understanding
regarding the serious implications of population growth, USAID supported a series
of attempts to develop a high-level population policy group. The Fifth Plan had
called for the creation of an organization empowered with broad responsibility to
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investigate, report and make recommendations for polities and programs related to
family planning.

The Population Policies Coordination Board (POPCOB) was established in
mid-1975 with USAID funding and support, followed by advisory assistance the
next year. POPCOB was charged with coordinating the population related
activities of various ministries and proposing ways to control population, but the
agency was never sufficiently powerful enough to effectively deal with the issues.
In July 1978 HMG reconstituted it as the National Commission on Population,
chaired by the Prime Minister overseeing implementation. USAID support for this
agency was channeled through a separate program, Population Policy
Development (1979-1984).

Programs and Projects

The Family Planning Project (renamed Population and Family Planning in 1976)
continued with several extensions and revisions until 1979, channeling over $17
million into strengthening and expanding family planning through the FP / MCH
Project. USAID assistance to the sector was comprehensive, totaling as much as 90
percent of all monies spent on family planning between 1968 and 1974. Between
1968 and 1972, USAID provided an average of 75 percent of the FP/MCH's
operating and construction budget. This figure fell to 50 percent in the latter part of
the decade. Other inputs included provision of technical advisors, commodities,
and facilities, which included the establishment of outlying clinics, regional and
district offices, and construction of a new FP/MCH central office (which
subsequently housed the MOH), a training building, and a warehouse in
Kathmandu. Beyond physical inputs, the program targeted in-country capabilities
in planning, implementation and evaluation as the key to developing more
effective population policies and programs. While a professed commitment to
controlling population growth had existed since 1965 in Nepal, achievements in
family planning remained minimal. The key to effectiveness lay in increased HMG
commitment — both political and financial — and in enhancing technical and
managerial capacity.

USAID assistance focused on developing that capacity. Long-term advisory
assistance helped to develop research, evaluation and training studies, educational
material for training workers and evaluation methodologies, and assisted in the
establishment of field clinics. A large participant training program included upper-
level government officials and administrators. Later in the decade, a broad local
training program shifted to improving the administrative, accounting, and data



The 1970s 201

collection capabilities of district level staff. By 1980, 393 population and family
planning personnel had received training outside Nepal.

In the earliest portion USAID stressed research and evaluation, assuming that
significant results could be realized within a few years' time. The complex of
factors determining fertility, and fertility's relationship with other issues, was not
well understood. Basic information on population growth rates, demand and
acceptance indicators, and motivation was lacking, as were more complex
assessments of regional and ethnic variations, the economic and social impact of
population policy, and potentially effective communications strategies. USAID
sponsored studies exploring these questions, and supported local costs of the
landmark 1976 Nepal Fertility Survey, part of the World Fertility Survey. The first
real data on fertility in Nepal, the NFS set standards for future research and
provided valuable information for long-term planners.

In 1976 an extremely optimistic project revision summarized the Family
Planning Project's “considerable progress”: POPCOB had been established, a
fieldworker training system and experimental delivery systems were being tested,
and the demand for Voluntary Surgical Contraception was high. Research efforts
were producing data and expanding capability, and a number of senior HMG
officials and administrators had been trained. “In our opinion the Nepal program is
on the runway with engines revving for takeoff,” the report stated, noting that
“financial, manpower, commodity, and other essential resources are either in place
or are rapidly being developed” and that USAID support had been generally well-
utilized by HMG.

The revision incorporated a few minor new elements, principally a population
policy advisor to work with POPCOB, reflected in the change in title to Population
and Family Planning. Two years later, a new revision noted that service expansion
had proceeded “more rapidly” than policy development, a positive way of
expressing the failure of POPCOB. A separate population policy program was
proposed for 1979, while the final extension aimed to strengthen and expand the
service side of FP / MCH.

Experiments in Service Delivery

Exploring effective, appropriate family planning methods and ways to deliver
these to a largely rural population was a major goal of the five year extension to
the Family Planning Project approved in 1974. The USAID contractor, the
University of California, Berkeley, designed and tested two service delivery
models. One expanded the use of local Panchayat-Based Health Workers or
PBHWSs. The other focused on voluntary surgical contraception (VSC) delivered
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through mobile camps. USAID funded the local costs of these expansions, plus
technical service, participant training for FP / MCH staff, budget support, and
commodities.

Static family planning delivery techniques through clinics and hospitals
had proved relatively inefficient at reaching and educating the vast rural
population. A pilot study of mobile health workers in two districts from 1972 to
1974 indicated these local, community based workers were more effective than
clinic-based aides in providing FP/MCH services to villagers. The Panchayat
Based Health Worker was a locally recruited and trained worker (nearly always
male) who made door-to-door rounds, providing the regular personal contact
needed to motivate major behavioral changes. Studies showed PBHWSs spent twice
as much time with clients as other village-based workers: the ICHP's Village
Health Workers or the NMEO's Malaria Field Workers. Their task was to
motivate, inform and provide family planning methods, as well as deliver basic
maternal and child health care and motivate immunization camps. In some remote
regions where health posts were two to four days walk distant, the PBHW was the
sole provider of Western style health care.
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A Panchayat-Based Health Worker provides basic health care.
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The project's 1978 extension proposed a rapid expansion of PBHWs to
strengthen service delivery. Between 1978 and 1980, an additional 1,000 workers
and 170 supervisors were trained, a four-fold increase over the previous years.
Mobile training teams and regional training centers managed to meet the goal
without great difficulty, but the rapid expansion served to lower the educational
level of workers, thus diminishing service quality. In addition, USAID's
recommendation that the selection of PBHWSs be entrusted to local committees
entangled the position in the political patronage system, further diminishing
performance quality.

A second service delivery technique tested by the Berkeley team and
recommended for expansion in 1978 was voluntary surgical contraception.
Beginning in the early 1970s, Nepal had pioneered the use of laparoscopic
sterilization services for rural women, a sophisticated method delivered by project-
trained physicians. The VSC Service Expansion Program proposed training
additional physicians and chartering STOL flights to establish temporary camps in
remote areas. The high demand for VSC (an evaluation team reported observing a
Janakpur camp which performed laparoscopies on over 3,000 women) appeared to
justify institutionalization of services for long-term needs. This was to be
combined with the expansion of mobile camps beyond the Terai and into the Hills.
Nepal's heavy reliance on VSC was to have negative results in the future, however,
in terms of poor demographic impact.

Achievements of FP/MCH

Through the decade, the FP/MCH Project's rapid expansion and progress
contrasted — and competed — with the struggling integration program. Its semi-
autonomous status, a result of the FP/MCH's independent board, allowed it the
flexibility necessary for innovation and experimentation, essential at the time to
find workable formulas to reduce fertility rates.

By 1980 the FP/ MCH project had been implemented in 62 of Nepal's 75
districts. A network of four regional and 50 district offices supervised 232 family
planning clinics. A few of these also delivered pre- and post-natal care, nutrition
and oral rehydration therapy education, plus immunization campaigns for children
under five years of age. More than 1,000 trained PBHWs were delivering family
planning services on a door-to-door basis, supplying motivation, information and
commodities.

FP/MCH's system of seasonal, mobile sterilization camps was proving highly
popular, with the number of sterilizations far exceeding the goal. Between 1967
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and 1980, nearly 80,000 sterilizations were performed, the majority vasectomies,
but female laparoscopies became increasingly popular in the 1970s.

Regional training centers had been established to implement an in-country
training capability evaluated as “excellent”, and a small but high quality Research
and Evaluation Division was producing a range of data and analyses, including a
three-year, eight-district longitudinal study of Nepali knowledge, attitudes and
practices regarding birth control. This study produced Nepal's first meaningful
demographic data, vital to intelligent program planning. A two-year longitudinal
Fertility, Morbidity and Mortality study involving 30,000 people was also
underway.

USAID had contributed to all these achievements, and in addition supplied the
vast majority of Nepal's contraceptives. The generous supplies, in fact, far
exceeded the need: a 1979 Audit Report found a six year backlog of
contraceptives, requiring the destruction of $200,000 in outdated pills and
condoms.

Perhaps most significant in the long run, USAID-supported manpower
training in family planning made the FP / MCH project the best trained section
within the MOH. By 1984, 68 FP / MCH staff members had received long-term
participant training and were making substantial contributions to professionalism
and managerial capacity as well as specific family planning and health programs.

Though nationwide family planning acceptance rates remained low (6.8
percent of married couples by 1981, compared to 2.3 percent in 1976), the
FP/MCH Project surpassed its contraceptive use targets during the 1970s, and
exceeded many operational and infrastructural goals as well, achieving its target of
contacting 15 percent of eligible couples. At this early stage, the systematic
development of organizational infrastructure was considered most significant, a
way to build a solid base for an increasing number of acceptors in the years to
come.

Contraceptive Retail Sales

USAID's experience with contraceptive social marketing in many countries has
indicated that harnessing existing commercial marketing infrastructure can
increase contraceptive prevalence at a low cost. Up until 1978, most of Nepal's
contraceptives were provided free of cost through government family planning
facilities. About 100 private retail shops sold condoms.

In 1976 the Contraceptive Retail Sales (CRS) project was launched through
AID/Washington as a social marketing effort to increase availability, distribution,
promotion and use of temporary birth control methods. By promoting subsidized
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sales of contraceptives through retail outlets across the nation, the project was
designed to complement the government family planning program with its
emphasis on sterilization.

Westinghouse Health Systems was contracted to assist the CRS project. The
first objective was to design a commercial distribution system for contraceptives in
Nepal. This goal was based on two assumptions: an existing marketing
infrastructure, and a potential for high sales to cover a majority of operational
costs. While these assumptions were true of most other countries with
contraceptive social marketing programs, Nepal's economy posed special
challenges. The system was simply not geared to developing a new market for
national products. Advertising campaigns, sales representatives, even specially
designed packaging were all either very new or non-existent in Nepal.

CRS sales of subsidized high quality contraceptives were launched in June
1978, but developing a national market has remained a continual challenge. Lack
of transportation precludes; easy delivery, and many Nepali shopkeepers were
hesitant to display the product. Within 18 months of initiating sales, however,
contraceptives were being provided through nearly 2,500 retailers in cities and
towns in Nepal.

Through 1979 the CRS project concentrated on developing marketing support
systems and a marketing research survey, the first in Nepal, as the basis for a new
advertising campaign. Innovative attention-getters included display contests
among shopkeepers, a frisbee contest held in the national stadium, and a float in
King Birendra's birthday parade. Attractive, interesting displays were designed to
desensitize open sales of birth control methods. The CRS campaign won its Nepali
advertising firm a special commendation trophy in the 12th annual Asian
Advertising Congress competition in 1980. More than the initial sales levels
achieved, these efforts helped increase public awareness of contraceptive
availability and reduced social resistance to the subject.

Malaria Control

Resurgence and Renewed Efforts

Following four successive years of low-level (fewer than 3,000) malaria cases
reported nationwide, USAID withdrew its support for the NMEO with the
termination of the Malaria Control Project in 1972. It was felt the 6.7 million
people covered under the project could be protected under the less intensive
consolidation phase of case detection and treatment rather than insecticide
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spraying. Both USAID and HMG were eager to divert the major resources
demanded by anti-malaria work to other pressing health needs.

As it turned out, the decision to reduce insecticide spraying was premature.
Cases jumped to 8,500 in 1973; in 1974 major localized epidemics generated over
14,600 reported cases. The flareups were a warning sign demanding renewed
attention. A 1975 strategy review reinstated insecticide coverage for 2.2 million
people, just in time to avert the massive epidemics which swept India and Pakistan
in the mid-1970s.

It quickly became apparent that malaria control would continue to demand
long-term expenditures. Controlling malaria was even more important in view of
the Terai's new economic significance, but the situation was far more complicated
than in the preceding decades. The epidemiology of the situation had altered
considerably. Importation of malaria from India caused a high proportion of cases.
The ecosystem of Nepal's malarious zones had also altered under the influence of a
decade of heavy insecticide spraying. As vast tracts were cleared and settled by
thousands of people, new vectors emerged, requiring continual research to
discover effective responses. The large new Terai population had no natural
immunity to malaria, and resistance to DDT and chloroquine was increasing.
Malaria control had in a sense fallen victim to its own successes.

While acknowledging the seriousness of the situation, USAID was wary of
reinvolvement in a program that had already consumed 15 years and over $13
million in funds. A memorandum for a review of the 1976 Nepal Development
Assistance Program outlined the issues: the NMEO had a well organized and
trained cadre; WHO was providing advisory assistance; HMG had dollars to buy
DDT, but would not accept a loan for the purchase. HMG's desire for USAID to
participate in order to obtain grant rupees to assist with the balance of payments
with India was not viewed as sufficient reason for re-entering anti-malaria efforts.
However, controlling malaria was also the key to expanding integrated health
services, and the specter of increased epidemics threatened to nullify previous
gains.
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Insecticide spraying to control resurgent malaria.

USAID contributed an additional $3.6 million grant to a Malaria Control
project operating from 1975 through 1980. The UNDP provided $3 million for
insecticides, while WHO supplied $800,000 in commodities, technical assistance
and training. Resources were channeled through the NMEO, with the goal of
strengthening institutional capacity for monitoring and controlling malaria
outbreaks. The project was coordinated with the evolving IHS to encourage a
smooth transition from NEMO to integrated services in specific areas. Early
attempts at transition to an integrated system in six districts were not successful.
Short on staff, funds, and supplies, the integrated program was unable to maintain
the NMEQO’s gains, and malaria increased markedly under its control. This and
other reasons, including increasing DDT resistance in the Terai, the appearance of
chloroquine-resistant strains, and the problem of continual reinfection from India,
caused the failure of the project’s goal to stabilize national malaria rates at a
maintenance level Annual Parasite Index (API) of 0.5 percent, or 3,000 cases per
year.

The shortfall resulted in part from the massive Indian malaria epidemic of
1976 to 1979, which contributed to an influx of cases across the southern border
into Nepal. The NMEO's quick response to large-scale local outbreaks in 1977
averted a potential epidemic on the scale of those sweeping South Asia in the mid-
1970s. Only a few districts had stabilized a 0.5 percent API by 1979, but
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evaluations of the project's overall success were generally favorable, finding
“noteworthy success,” though ‘“development of malaria control technical
methodology is far from complete ...both basic and operational research must be
given more emphasis” (Nance et al., 1979).

EDUCATIONAL REFORM AND
NATIONAL DEVELOPMENT

Nepal's education system, as measured by the number of schools, teachers, and
students, expanded twenty-fold between 1950 and 1970. Qualitative improvements
did not keep pace with quantitative expansion, however. Education suffered from a
lack of trained teachers, good standardized texts, the low status accorded the
teaching profession, and the fact that physical expansion could not keep pace with
rapidly expanding enrollment. Dramatic educational reforms were required in
order to educate Nepalese to fully, participate in development.

Nepal's first three economic plans repeatedly noted the shortage of trained
manpower as the biggest obstacle to achieving development goals in all sectors.
Despite large-scale training efforts, budgetary, administrative, and geographical
constraints, and the difficulties inherent in educating a linguistically and ethnically
diverse population, all continued to impede progress.

By 1970, Nepal had achieved a national literacy rate of 15 percent, only a
slight increase over the 1960 level of 8.9 percent. In part, a rapidly growing
population had swallowed up increases in schools and students. Unemployment
was high among the educated in Kathmandu, while technical posts remained
vacant, and the general quality of education system remained poor. Moved by
these problems, King Mahendra delegated the Education Advisory Council to
revise and update policies to better address Nepal’s educational and development
needs. In 1971, the council introduced the National Education System Plan
(NESP), superseding the National Education Planning Commission’s 1956
education plan.

The NESP was designed to support the Fourth Plan’s regional strategy for
mobilizing human resources. It outlined three objectives: to meet Nepal’s trained
manpower needs; to extend educational opportunity to the maximum number of
people (including out-of-school youth and adults); and to increase the relevance of
the education system to Nepal’s economic development needs.
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Introduction of the NESP coincided with King Birendra’s commitment to
carrying out national development using Nepalese expertise. While Nepal still
required substantial capital assistance to meet its education targets, HMG hoped to
reduce its reliance on foreign technical assistance by raising the general level of
education. HMG solicited donor assistance for development of specific educational
institutions and programs in support of the NESP. This was intended to reduce the
influence of any single donor in education, as well as to demonstrate HMG’s
capacity to establish its own educational priorities.

Though 25 donors, including India, UNESCO, UNICEF and the U.K.,,
established technical participant training programs during the 1970s, none came
forward to support NESP-inspired reforms in general education. Even USAID, the
main donor for two decades of educational development, lost interest when it
became clear HMG preferred to adhere to the NESP policy, rather than select
nationwide components such as teacher training or curriculum development.

The National Education System Plan

At the time of its introduction, the NESP was seen as a radical departure from the
status quo, a Nepali “declaration of independence from U.S. policy dominance” in
education (USAID / Nepal 1971 Capital Assistance Program). Though it was
conceived by Nepalese educators and administrators, it bore the imprint of the
U.S.’s 20 year involvement in Nepal’s educational development. Some objectives
were basic concepts that had been promoted by U.S. educators, particularly the
inclusion of practical training at all levels, and the emphasis on vocational training
at the secondary level.

The NESP sought to make education more relevant to Nepal's needs by
increasing access to education, particularly in rural areas, and especially for
women; by reducing adult illiteracy; extending basic education; vocationalizing
secondary education; and finding cost effective approaches for financing education
at all levels. Though the NESP sought to qualitatively improve the entire education
system, it directed a large percentage of the education budget toward expanding
secondary level education through vocational education and technical training.

Under the NESP, HMG focused on strengthening central-level planning
capacity in order to reorient the education system towards development priorities,
and to increase efficient use of development resources. The National Education
Committee (appointed by the King) was responsible for formulating policies and
issuing directives, coordinating the functions of Tribhuvan University, the
Ministry of Education, and other ministries concerned with enforcing the NESP,
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and evaluating the progress of the entire education program. The Ministry of
Education was given responsibility for implementing the NESP.

The goal of reforming the education system to make it more development
oriented was a laudable venture, but as set forth in the NESP, it was unrealistic.
Though HMG intended to implement the NESP In all 75 districts in only five
years, it lacked the capacity to train the personnel needed for the task. Curriculum
development, textbook preparation, and teacher training were impossible within
the five-year framework; USAID felt a 20 year implementation schedule would
have been more realistic, allowing for periodic assessments and reshaping of
policy.

The NESP mandated strong central control and standardization of Nepal's
educational system. While this was intended, in part, to assure equitable
distribution of development benefits, both Nepalese and expatriate educators
questioned the benefits of mandating uniformity in a developing country. USAID
and the Southern Illinois University contract team felt that “progressive and rapid
development of some parts of the education system should not be inhibited for the
sake of allowing all segments to evolve in uniform patterns.” Aside from the
repressive effect this had on certain advanced parts of the system, achieving
uniformity required an administrative capacity HMG lacked.

Finally, the NESP policy of “education for all”, given limited resources,
directly conflicted with the goal of improving educational quality. An inherent
weakness in the NESP-designed education system was that it was built around
Nepal's manpower requirements, and estimates of manpower requirements
remained guesses.

By 1975, when the NESP should have been implemented in 50 districts, only
25 districts (108,000 students) had been affected by the change. Four years after
implementation had begun, planning and policies reverted back to the status quo
ante. Though the NESP was not implemented as planned, the limitations which
prevented full implementation did help to focus government resources in important
areas such as the need to expand teacher training and improve capacity to evaluate
policies, the need to continue exploring cost effective alternatives to the formal
school system, and the need to improve educational administration and
supervision. Throughout the decade improvements were achieved in each of these
categories, though much remained to be done.

USAID's Education Strategy

Coinciding with the introduction of the NESP, USAID's education program was
drastically reduced by AID's worldwide fiscal cutbacks, to the point where HMG
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expressed concern that USAID was no longer interested in assisting education
development in Nepal. In fact, the coincidence of AID's worldwide program
reassessment and Nepal's bold educational reform initiatives, provided USAID
with an opportunity to reassess its role in the education sector.

The New Directions mandate led to an increasing USAID focus on developing
research and evaluation components in its projects to provide a mechanism to
analyze viable alternatives for education development. USAID also sought to
improve planning and management of HMG education programs by incorporating
feedback, monitoring, and evaluation components in its projects.

Though the U.S. remained active in Nepal's education sector, it was no longer
directly involved in shaping education policy and programs. USAID's extensive in-
service and participant training programs had helped develop institutional and
human resource capacity to the point where Nepalese educators and administrators
began establishing their own priorities in education.

U.S. strategic interests in the education sector in the 1970s focused on
attaining certain levels of achievement in education as a prerequisite for achieving
results elsewhere. As in the previous decade, USAID continued to focus on
qualitative improvement of the education system through institutional
development. USAID essentially abandoned its systems approach to educational
development, however, focusing instead on projects to improve quality and
innovation in selected high-priority institutions like the Institute of Education, the
National Vocational Training Center, and the Education Materials Center, and in
areas such as teacher education, curriculum, and education materials development.

USAID assistance was channeled through two main projects. The $7 million
Teacher and Technical Education Project begun in 1968 was replaced in 1972 by
the Teachers and Materials Utilization and Development Project (TMUD), which
continued to develop the Institute of Education. The innovative, nonformal Radio
Education Teacher Training Project was initiated in 1978 to train primary school
teachers through radio programming and self-instruction.

Financing Education

During its first two decades of development, Nepal faced the constant challenge of
generating funds to meet the costs of its rapidly expanding education system. By
the 1970s, education budget expenditures had increased more than 300 percent
from 1950s levels. USAID's disbursements in the education sector (a total of $18.8
million for education projects between 1951 and 1975) dropped from a high of 66
percent of HMG's education budget expenditures between 1963 and 1967, to just
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four percent from 1973 to 1975. Reduced levels of U.S. assistance, coupled with
the need to finance nationwide implementation of the NESP, placed an increasing
burden on HMG to find alternative funds.

According to USAID's 1975 Development Assistance Program strategy,
before introduction of the NESP, local budgeting was income oriented —
expenditures were determined by the availability of funds. Under the NESP
budgeting became expenditure oriented. Whereas education was traditionally
financed with locally available resources (for instance, payment in kind for
teachers’ salaries), the NESP increased the cash cost of education. In addition,
tuition and fees under the NESP were higher. Authors of the NESP assumed that
local communities would respond to the need to increase local contributions in
order to improve education. Local cash-raising ability proved severely limited,
however, and the ensuing funding shortages created supply problems with teachers
and required instructional materials. Mobilizing funds and enthusiasm to establish
schools proved easier than mobilizing funds to maintain schools and meet
operating expenses.

Early HMG evaluations of the NESP showed that increased school fees (as
well as a shortage of teachers) acted as barriers to expanding educational
opportunity, one of the NESP's major objectives. In addition, the diverse
distribution of Nepal's population increased the cost of education and magnified
already substantial administrative problems. To help local communities meet
educational costs, HMG covered 100 percent of primary teachers’ salaries in
remote areas; less-remote areas received smaller grants. Though this provided
some relief, HMG determined that the NESP objectives could not be met through
the formal school system alone. Subsequently, USAID helped develop the Institute
of Education’s capacity to identify innovative and cost effective nonformal
education alternatives to increase accessibility and relevance of education.

Assisting Educational Administration

USAID continued to provide financial and technical assistance to educational
institutions, and in-service and participant training for educators and
administrators. USAID focused on building a management capacity within HMG's
educational institutions to improve program administration.

Institutional Development

Through the Teachers and Materials Utilization and Development Project
(TMUD), USAID continued efforts begun in the mid-1950s to improve Nepal's
educational institutions. USAID assisted the Institute of Education (IOE) to
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develop a research and evaluation component (which later became the Center for
Educational Innovation and Research, CERID) to examine teaching methods,
utilization of educational materials, and research and evaluation to improve
curriculum and teaching methods. The main focus for improvement in these areas
was math and science teaching, both considered crucial to development and
technological change. The project also sought to strengthen pre-service and in-
service teacher training by including teachers and supervisors in research and
evaluation, thereby incorporating the “consumers” into the design and evaluation
process.

Because training of skilled agricultural manpower was an HMG priority,
HMG solicited USAID's assistance in developing the Institute for Agriculture and
Animal Sciences (IAAS). Progress in the 1970s was limited to planning the
development of an agriculture education program that would prepare teachers to
staff secondary school agriculture programs. Later, development of the TAAS
became a separate project under USAID's Agriculture and Rural Development
Office, focusing on development of a post-secondary level training facility for
agricultural occupations. During the 1970s, USAID also assisted development of
the Institute of Medicine.

Participant Training

According to a March 1990 evaluation of USAID's participant training program,
between 1953 and 1975, 310 Nepali educators were trained in the U.S. and third
countries; 222 of whom spent at least one academic year in training. Major areas
of emphasis for educators were teacher training, vocational education, and
educational administration, paralleling USAID's program emphasis. USAID-
sponsored participant training for educators continued through the 1970s, primarily
through the Education Skills Training project, which provided specialized
management training for educators in financing, planning and research.

Primary Education

Of $18.8 million in U.S. assistance committed to Nepal's education development
between 1951 and 1975, roughly half went to different aspects of primary
education, benefiting over two million primary level students who attended school
during this period. USAID contributions to primary education during the 1970s
focused on development of curricula and textbooks and on teacher training.
NESP's attempt to make education more relevant to development called for a
completely new curricula for the primary and secondary levels, which entailed a
revision of textbooks and teaching materials. USAID provided financial and
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technical assistance to the Institute of Education and to the Education Materials
Center to help design and implement the necessary changes.

USAID also supported HMG's goal of increased access to education in rural
areas, particularly for girls. By the end of the decade, female enrollment in primary
grades had increased to nearly 20 percent, an encouraging improvement over the
extremely low levels of the early 1950s.

By 1979, Nepal had achieved over 50 percent enrollment at the primary level,
as compared with 26 percent in 1970 — a remarkable improvement, though still
short of HMG's target of 65 percent enrollment by 1980. These increases were
largely achieved because of HMG's decision in 1975 to eliminate tuition and
textbook charges for the primary levels. These improvements were qualified by the
facts that 50 percent of students dropped out within the first three years, and the
level of learning was very low, especially in math and writing.

Partly to address the high dropout rate, in 1972 HMG reduced the primary
level from five to three years duration (grades four and five became part of the
lower secondary level). If learning could be accelerated in a shorter time,
educational opportunity would be expanded. Primary education was to impart
literacy through reading, writing, simple arithmetic, and some knowledge of
agriculture.

The change challenged the traditional view that functional literacy could be
achieved in five to seven years, and donors viewed it as radical and impractical. It
was unlikely students could be made functionally literate in only three years, and
extremely limited access to reading materials outside of school made the
sustainability of literacy questionable. Studies in other developing countries
showed that functional literacy could be achieved in only a few years in a
monolingual society, but a country as ethnically and linguistically diverse as Nepal
faced greater challenges. The high cost involved in developing new materials and
retraining primary teachers eventually forced HMG to abandon this experiment,
and in 1980 the primary level reverted to five years duration

Secondary Education

The practice of offering vocational courses as supplements to the general academic
curriculum was overtaken by the NESP directive calling for complete
vocationalization of the secondary level curriculum. As with primary education,
reforms were to occur within five-years, including development of new curricula,
textbooks, and vocational training for teachers. Under the NESP the secondary
level was redefined: the lower secondary level (grades four through seven) was to
be pre-vocational, and focused on developing the “dignity of labor” by teaching
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the use of native materials in handicrafts, while the secondary or high school level
(grades eight through ten) was to teach vocational skills in accordance with
national manpower requirements.

In an attempt to set uniform standards, the NESP exerted a new and
comprehensive control over the secondary school system. A directive was issued
stating all secondary schools must operate under the N'ESP. As in the previous
decade, however, there was a serious lack of administrative staff and adequate
teacher training facilities, and no appropriate curriculum or textbooks. In a
reduction of its previous comprehensive role, U.S. assistance to secondary schools
was directed primarily at educational institutions concerned with teacher training
and educational materials development.

Even backed by significant financial inputs from USAID and the presumed
U.S. expertise in vocational education, the effort was not successful. While
incorporating sound educational models and innovations, the NESP set unrealistic
goals, including full vocationalization of curriculum and a tight implementation
schedule. It overemphasized the use of sophisticated equipment, which most
schools could not afford (vocational education was estimated to cost four times
more than general education when the costs of equipment, textbooks, curricula,
and teacher training were factored in). The level of training was insufficient to
fully qualify students for employment, and deep-rooted social incentives made
white-collar jobs remain more desirable. Vocationalization of Nepal's secondary
level proved neither culturally nor practically feasible. After only four years of
implementation, the NESP policies were dropped and reoriented toward a less
radical policy, targeting specific groups for vocational education. In 1978 HMG
began establishing trade schools in rural areas in lieu of the vocational high
schools that ostensibly prepared students for participation in the overall
development of the country. Such technical schools not only targeted those most
likely to benefit from vocational instruction, but also helped decentralize
educational opportunity.

Teacher Training

Successful implementation of the NESP depended on a corps of trained teachers to
improve and expand primary education and to carry out the vocationalization of
the secondary level. Teachers were the key to success of qualitative improvement
of the education system, and teacher training was accorded high priority in the
NESP. It also remained the major focus of USAID's education program.
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Radio Education: Innovations in Primary Teacher Training

Under the NESP, HMG was committed to providing all primary schools with
trained teachers to improve the quality of primary education. Existing training
facilities, however, could not handle more than 800 to 900 per year. USAID and
HMG turned to radio-based teacher training as a cost effective means to reach a
large and scattered rural audience.

In the 1950s, USAID-sponsored radio programming aimed at extending
educational opportunities to out-of-school youth and adults. Though informational
programs continued to be broadcast throughout the 1960s, USAID concentrated
most of its efforts on providing assistance to traditional, formal types of education.
By the mid-1970s however, radio education was considered an innovative
alternative means to address the educational needs of the rural poor. The impact of
several UN-sponsored experimental radio information programs in education,
agriculture, population and health was being studied at the time. With its limited
financial resources and overburdened administration, Nepal needed viable
nonformal methods of education if it was to realize educational improvements for
the entire population.

In 1976; at the request of HMG, USAID arranged with other donor agencies
for a coordinated study of the feasibility of low-cost, wide-coverage radio
education. The team was comprised of three technicians from USAID, one from
the British Council, two from UNICEF, and one from UNESCO. According to the
draft report of the feasibility team, “Even if our [primary teacher training] radio
course cost estimate is too low by one third, it still will represent less than 10
percent of the cost of traditional teacher training to HMG and trainees.”
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Basic Teacher Training Programs developed by project script writers are
recorded at the RETT project studio and broadcast over Radio Nepal.
photo by Alison Wright

The study outlined a phased implementation plan for radio education. The first
phase would create a personnel structure and produce programs and materials.
Phase II tested these on a group of 100 primary teachers, and Phase III,
implemented only after the success of the first two phases was determined,
expanded the program to include more teachers under less structured conditions.
Southern Illinois University was eventually contracted to implement the expanded
program.

USAID's historical involvement with teacher education led to the Radio
Education Teacher Training project (RETT) initiated in 1978. Budgetary and
institutional constraints involved in traditional methods of teacher training
generated strong HMG support for the project. RETT was designed to provide in-
service teacher training to at least 2,500 primary school teachers annually, using
radio broadcasts, brief residential instruction, and self-instructional textbooks.
Primary teacher training was considered the best area to demonstrate the potential
of informational radio broadcasting. RETT targeted the large number of primary
teachers who had not passed the School Leaving Certificate exam.

RETT program production facilities were maintained at the Janak Education
Materials Center at Sano Thimi, where a control room-studio complex had been in
operation since 1974. UNICEF supplied much of the project's equipment,
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including portable receivers for distribution to rural teachers. To facilitate
broadcasting, USAID eventually provided Radio Nepal with a 100,000 watt short-
wave transmitter and antenna, administrative buildings, and a recording studio.
USAID provided a total of $3.25 million for the project, contracting with Southern
Illinois University for technical assistance. HMG contributed $523,000.

RETT was successful in meeting its early quantitative goals. Between 1978
and 1983, 3,000 teachers were enrolled in the program, 2,500 radios were
distributed, and 6,000 sets of self-instructional materials were distributed.
Approximately 165 hours of instruction were developed and broadcast. The
program resulted in a substantial increase in the number of trained teachers. While
the total number of primary school teachers did not increase substantially between
1970 and 1975, the number of trained teachers increased by one-third. Between
1975 and 1979, as a result of USAID-sponsored teacher training programs, the
number of trained teachers increased by another one-third, to total 9,605.

Secondary Level Teacher Training

In 1971, the NESP transferred post-secondary teacher training programs to
Tribhuvan University. They came under the Institute of Education and the National
Vocational Training Center, both institutions where U.S. assistance continued to
play a key role. Under the NESP, the Southern Illinois University contract team
trained secondary level vocational teachers, following models introduced by the
SIU team in the 1960s. Training was carried out at the National Vocational
Training Center and its Demonstration Multipurpose High School.

As an incentive to rural teachers, the Ministry of Education offered a special
allowance to volunteers for vocational training, and was promptly inundated by
teachers seeking the allowance and the opportunity to train in Kathmandu. Even
with the allowance, teachers in remote regions found travel to Kathmandu and
other training centers difficult to afford.

Problems encountered during the previous decade continued to plague
vocational training programs at the NVTC during the 1970s. Apart from the
MOE's limited financial and institutional capacity to train the number of teachers
required to successfully implement the NESP, there was cultural resistance to
vocational education. Most teachers denigrated manual labor, and tended to revert
to traditional rote-memory teaching methods if not directly supervised. In addition,
many trainees did not return to their teaching positions, taking advantage of their
training to move into more lucrative occupations.

Nepal's limited training capacity was a primary factor in preventing
widespread implementation of the NESP. Despite it, the total number of lower
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secondary and secondary level teachers increased from 5,628 in 1970 to more than
14,000 in 1979. Over 6,000 of them had received some training, as compared with
only 981 trained teachers in 1970.

The Teach Corps

One component of the Teachers and Materials Utilization and Development
Project secured short-term personnel to develop and demonstrate teaching methods
and materials at the secondary level. The “Teach Corps” was comprised of U.S.
educators who extended the use of improved teaching techniques and educational
materials into subject areas other than math and science (already covered by the
STEP and PRIME programs). Teacher training methodology adopted the STEP
and PRIME teaching models that had been developed and implemented by Peace
Corps Volunteers in the previous decade.

The 1970s in Retrospect

By the end of the decade Nepal had achieved an overall literacy rate of 21 percent.
Primary school enrollment had reached more than 50 percent, and lower secondary
and secondary level enrollment had reached 25 percent and 19 percent. Girls’
enrollment had risen from less than one percent of all students attending schools in
the early 1950s to nearly 20 percent of enrollment at the primary level, 18.4
percent at the lower secondary level, and 16.5 percent at the secondary level.
Overall access to education increased dramatically, especially in rural areas, due
largely to the policy of providing free primary education and textbooks to primary
students.

The vast increase in school enrollment represented a major gain in equality of
educational opportunity for low-income Nepalis. However, though HMG
attempted to provide both increased access to educational facilities and qualitative
improvement, as in the past, qualitative improvements were outstripped by
physical expansion.

« @
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TRANSPORTATION

By the mid-1970s Nepal had 1,750 kilometers of paved road and 2,800 kilometers
of jeep track. The national average of one kilometer of road per 4,000 people was
still considerably less than other LDCs. Governmental emphasis on transportation
continued through the Fourth Plan, which channeled over 40 percent of public
sector expenditures into transportation, 80 percent of it into roads.

Road construction efforts were evolving beyond the goal of simple national
integration into a more sophisticated approach which increasingly emphasized
transportation’s role in rural development. This approach reflected the increasing
complexity of development efforts as a whole. “Integration”, a password of the
decade, demanded processes be evaluated in context. Development was no longer
a series of isolated inputs, but a coordinated effort — at least in theory.

A 1972 World Bank report on Nepal's transportation sector expressed a

popular view when it stated:

Secondary roads connecting the Hills and the Terai should be developed
as elements in regional development programs rather than as road
projects per se. Project priorities should be based in substantial part on
the need to realize a better balance in food grains ...road projects should
...be considered as only one a element, albeit fundamental, of production-
oriented projects. As a matter of fact, this package approach is one of the
merits of the growth corridor concept.

Viewed in these terms, road-building became an even more complex effort
than before. The steadily advancing East-West Highway received official priority.
Secondary were north-south “feeder roads” connecting the highway to planned
collection / distribution centers in nearby valleys. These sites were to be enhanced
by development activities and investments. USAID's involvement in the process
centered around one of Nepal’s most ambitious transportation efforts, the Western
Hills Road (WHR), begun in 1969 and completed in December 1979.

The Plight of the Far Western Hills

Drier and less productive than other regions of Nepal, the Far Western Hills and
Mountains of Nepal were developmentally neglected. Initial efforts had focused on
the Terai and on Central and Eastern Nepal, regions with high economic potential
which were relatively easily accessible from Kathmandu. Several years of drought
beginning in 1963 generated concern about Far Western Nepal's deteriorating
agricultural an economic situation.
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USAID Deputy Director John Cool outlined the situation in a 1967 paper. The
five districts of the Far Western Hills constitute about 30 percent of Nepal's total
area and supported over 20 percent of the national population, but received less
than five percent of government resources. The region's population had more than
doubled from 1920 to 1961, while agricultural technology and productivity had
stagnated and soil fertility had actually decreased. Disappearing forest cover and a
chronic imbalance between “mouths and resources” only exacerbated the situation.
While the Far Western Hills had immense long-term potential in sustainable use
forestry and hydropower, middle-range action was necessary to stabilize the
situation and encourage economic development.

Except for a few miles of fair weather jeep track in the Terai, Nepal's five
westernmost districts were entirely without motorable roads. Sporadic air service
was offered by two newly constructed STOL airstrips, but in general the huge
portion of Nepal lying west of Butwal and Bhairawa was nearly inaccessible from
within Nepal. Travelers usually journeyed by Indian transport up to the Nepal
border, then walked.

Opening the region through transportation development was advocated as a
solution (or at least a necessary first step to one) to the complex problems of rural
development in a remote area. Planning for a road connecting Dangadhi and
Dandeldhura went back to at least 1958: the WHR had been among the many non-
achievements of the ill-fated Regional Transportation Organization.

The Western Hills Road was an experiment testing the stimulating effects of
increased transportation on economic and social development. Instead of linking
major population centers, it was designed to link two isolated regions: the
chronically food-deficit Hills and the more developed Terai, each with their own
distinct environments and economies. The Far Western Terai and Hills were
economically interdependent, but the week-long roundtrip journey between them
greatly handicapped development and increased the prices of goods in the Hills.

The 148 kilometer road connecting the Terai town of Dangadhi, a market and
administrative center, with the smaller Hill village of Dandeldhura was to be an
economic lifeline, stimulating regional economic development. The food-surplus
Terai would be able to alleviate hunger in the chronically food-deficit Hills, while
improved transport would provide a ready market for the products of Hill farmers,
eventually encouraging small industrial development.

The road was expected to lower the costs of necessities, open up inaccessible
forest land to cultivation, and increase agricultural production. Some advocates
went even further, suggesting that it would draw tourists into the remote region,
and that “schools, hospitals, health clinics, electric power stations, water sheds,
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sawmills, factories, cottage industries, and new communities will surely come to
life in the wake of the highway's invasion” (de Folo,1969).

More sophisticated analyses suggested that “the road, while facilitating
solutions to existing problems (particularly in the Hills) will not by its mere
existence bring about solutions to any of them.” While reducing the time for a
round-trip journey from seven to two days would facilitate basic inputs and exports
and to a certain extent restructure production activity towards a market orientation,
extensive development programs would be needed to fully maximize economic
growth and returns. (S.J. Rana, no date).

USAID did consider funding a rural development project to operate in
conjunction with the road and enhance its impact. The Far Western Hills
Development Project got no further than a draft agreement in August 1968. Like
the road, the program was designed as labor-intensive in order to maximize
regional benefits. Tentative goals included the construction of a transport network
(including mule trails and STOL airfields), horticultural and agricultural
development, irrigation and forestry projects and development of cottage
industries, all to be based around “the Main Road”.

A Development Assistance Program Review memo laid out the issues: “[Do]
we know how to engage in a rural development project in a Western Hills region
as currently proposed?” The World Bank had stated an interest in rural
development in Nepal. The options were outlined: USAID could start the project
on its own, wait and assist the World Bank, or stay out of rural development
altogether. The last alternative won. The Western Hills Road in itself was believed
to be sufficient to generate extensive economic improvement.

Project Design and Implementation

The WHR was designed with development opportunities in mind beyond the
economic benefits of the road itself. Previously, surfaced roads in Nepal had been
built by foreign donors using expatriate personnel for all positions except laborers.
The result was that Nepal's relatively large cadre of academically trained road
engineers received little practical experience. As the first major transport project
entirely staffed by Nepalis, the WHR developed national self-sufficiency in road
planning, design and construction and received enthusiastic support from the
Department of Roads. USAID provided limited engineering advisory assistance
(increased is the latter portion of the project); the Department of Roads carried out
construction on its own.

The project went beyond the “do the job” mentality of other road projects to
provide valuable training experience, underscoring the importance USAID placed
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on institutional development. Such an effort inevitably met with difficulties.
Former Mission Director Carter Ide recalled: “The many delays and ‘learning
experiences’ involved in this enterprise found an unenthusiastic response among
auditors, who insisted on comparing the results with those of the expatriate road
builders.”

The actual construction was deliberately designed as a labor-intensive effort,
minimizing the use of capital equipment in order to maximize local benefits and
raise the purchasing power of local people. Over 2,000 local workers were
employed in building the road, and the wages they received injected a considerable
amount of cash into a largely non-monetized economy. The labor-intensive nature
of the project slowed construction time, however. While the DOR engineering
team did an excellent job in pushing the road through difficult terrain, the
estimated time and cost for construction more than doubled by the time of
completion in 1979.

In the original 1969 joint-financing agreement, the U.S. provided 75 percent
of total costs ($8.8 million) in PL 480 Indian rupees, plus the halftime services of
an on-site highway construction engineer. By 1972, the road was only 40 percent
completed and it became apparent the original sum was insufficient. HMG
requested and received a $7 million additional loan. Final costs were estimated at
about $14.3 million, or about $100,000 per kilometer. One factor which
considerably increased projected costs was the mid-project upgrading of
construction standards to trunk road level.

Economic Justifications

The case of the WHR illustrates the difficulties of applying economic cost benefit
analysis to road construction in Nepal. The statistics ordinarily used in calculating
internal rates of return and cost benefit ratios are unreliable or simply inapplicable
in the case of a penetration road into an extremely undeveloped area. Ordinarily
roads are built to meet existing demand, and their economic feasibility can be
based on savings in transport costs and other benefits. But in Nepal, north-south
feeder roads are built to create demand by stimulating economic activity.
Projecting the benefits of the WHR involved guesswork. A U.S. Department of
Transportation economist roughly estimated the ratio of economic costs to benefits
at 1 to 3 (Fine, 1973).

Landslide Stabilization

During construction and after completion, the WHR’s northern portion was
subjected to extensive landslides. Five to seven million cubic feet of debris had to
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be removed annually from the roadway, raising maintenance costs to about
Rs30,000 per mile. The road demanded an infusion of resources the DOR was not
prepared to make, and needed further work to save it from the prospect of
abandonment.

In 1979 USAID allocated an additional $2.3 million to a Landslide and Soil
Stabilization Project (LSS) to ensure the Department of Roads would inherit an
operable all-weather road without significant environmental problems. The
Project’s final review team concluded in December 1983 that the goal of an
operable all-weather road had been met. The WHR was a high-quality structure —
perhaps too high-quality for the Department of Roads. The report concluded that
the road was probably over-designed for its situation, as the DOR, with limited
resources, was unable to maintain it at the standard to which it was designed.

While the Landslide and Soil Stabilization Project was successful, the very
need for it brought the original decision on the road’s location into question. The
desire stated in the 1969 Working Paper to “break this poverty cycle and provide
an axis for regional economic development” overrode engineering considerations
regarding placement of the road. The only preliminary planning information came
from a government team’s, six-day survey of the proposed location in 1967. Their
report paid scant regard to the fact that 84 percent of the Western Hills Road runs
through mountainous terrain characterized by steep slopes, thin soil, and
widespread erosion

A United States Forest Service engineering geologist called in to analyze the
road in 1978 severely criticized most of the decision involved in locating and
building the road. The LSS evaluation team, while finding the engineering work
successfully completed, noted the road’s “curious” location, completely isolated
from the rest of Nepal (it was planned to eventually be linked with the East-West
Highway). In addition, the “terrain and geologic situation is among the most
difficult ever seen by the writers,” the report noted.

Impact of the WHR

Evaluating the impact of the WHR on rural life is rendered difficult by the lack of
data on pre-road conditions. The road has had the predicted positive impact in
increasing agricultural production and diversifying the economy, though the extent
of these developments is still rather limited. To a larger extent, the WHR has
succeeded at reducing interregional disparities in income.

The greatest impact has been in the Hills, particularly the densely populated
region around the road terminus of Dandeldhura. The greatest initial utilization,
and most important impact, has been the enhanced movement of goods and
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supplies into the formerly isolated Hills. This has facilitated the introduction of
basic inputs needed to increase agricultural yields. An HMG Department of
Agriculture economist visiting in 1982 found an impressive increase in the area
planted for foodgrains and a production increase at least partly due to the use of
new varieties (Thapa, 1982). A basic sufficiency of food, a new situation for the
Western Hills, can be expected to support development of other cash-generating
activities.

The price differential between essential goods in the two regions has dropped
sharply. The profit margin for exported goods like ghee has increased as transport
costs have dropped, boosting the incomes of Hill farmers. The net income
redistribution effect has been to equalize or increase Hill incomes compared to the
Terai, as predicted in the project paper. Employment on road building temporarily
benefited hundreds of local farmers, though the completion of the road virtually
wiped out portering, a traditional means of earning income. Access to government
health and education services has increased to some extent, varying directly with
distance from the road.
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THE FOUR PILLARS:
AID’S BLUEPRINT FOR DEVELOPMENT

In 1980, despite three decades of substantial foreign aid, and many
accomplishments, 60 percent of Nepal’s population was living below HMG’s
declared poverty level. Economic and social development were hampered by
declining agricultural production, chronic underemployment, and one of the
world’s lowest literacy rates. Rapid population growth tended to erode what
progress had been achieved. Nepal’s population continued to depend on
agriculture for its livelihood. Of 7.8 million workers, 93 percent were engaged in
agriculture, five percent in service occupations, and only two percent in industry.

In addition to these formidable constraints, Nepal’s potential for accelerated
economic development was further hampered by continuing deficiencies in basic
education and health services, the low status of women and their limited role in
development activities, a small private sector constrained by restrictive policies
and limited investment potential, and a limited capacity to mobilize and utilize
resources.

Economic Trends

During the 1980s, development activities relied increasingly on attempts to
improve economic performance through policy reform. The donor-led move to
macroeconomic reform emphasized the need for accelerated economic growth to
achieve national development, and sought to improve the government’s
institutional capacity, at the district and village levels as well as centrally. Nepal’s
economic crisis in 1985 opened the door for dramatic reforms, and led HMG to
begin to seriously address the challenge of achieving economic stability and self-
reliance.

The Sixth Plan (1980-85) expressed HMG’s continued commitment to fulfill
basic needs, paralleling AID’s New Directions mandate to reach the rural poor. It
continued earlier attempts to improve access of the rural poor to the benefits of
development, and emphasized increasing overall productivity, especially in the
Hills. Special emphasis was given to programs that generated employment, had
the support of rural people in local development projects, and encouraged the
private sector. While the Sixth Plan aimed at creating conditions favorable to
long-term sustained growth, it was not until the Seventh Plan (1985-90) that
HMG undertook the necessary structural reforms to attain such growth.

The Basic Needs Program adopted in December 1985 mandated the
achievement of “major improvements in the quality of life” by the year 2000.
Specifically, it set standards for food, firewood, drinking water, basic health
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services and sanitation, primary and adult education, transportation, and
communication facilities. The Basic Needs Program focused on regionalizing
development, admitting that the development process could not be run only from
the Kathmandu Valley. The government aimed to transform the overly centralized
development process into bottom-up planning and implementation at the district
and village levels. HMG hoped decentralization would increase Nepal’s
absorptive capacity to effectively use domestic and external resources and reduce
government deficits.

Political Unrest

Destabilizing political and economic events frequently impeded development
progress in the 1980s. In 1980, as a result of student-led popular unrest for
political reform, King Birendra conceded to a referendum to decide whether to
continue with the Panchayat system with suitable reforms, or opt for a multi-party
parliamentary system. The Panchayat system won by a slim margin.

In the mid-1980s, political unrest culminated in the Satyagraha (nonviolent
civil disobedience movement) in 1985, launched by the Nepali Congress Party to
restore the multi-party system of government, and to press for other reforms. The
movement was voluntarily suspended after a series of violent incidents instigated
by radical political elements.

At the end of the decade, a trade and transit dispute with India created
economic hardships and temporarily slowed development efforts. This event
preceded renewed agitation for a multi-party system of government. Repeated
instability slowed development, but also highlighted the need for change, leading
to the democracy movement of 1990 and the subsequent transition to a multi-
party system.

AID’s Blueprint for Development

In contrast to the New Directions emphasis on meeting the basic needs of the poor
majority through small-scale technical assistance projects, AID’s global strategy
in the 1980s focused on policy dialogue to achieve its development objectives. In
1982, the Reagan Administration introduced the Four Pillars legislation, outlining
AID’s major policy objectives:
e policy dialogue with the host country to identify policy constraints and
practical improvements;
e institutional development to encourage decentralization of institutions and
reliance on private and voluntary, rather than public, institutions;
o technology transfer, such as seeking breakthroughs in biomedical research,
agriculture, and family planning;
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e greater use of the private sector in solving development problems.

By 1985, AID had articulated its policy objectives in a strategic, long-term
plan entitled “Blueprint for Development.” Economic growth, especially through
developing the potential of the private sector, became the means to achieve
development as outlined by the New Directions legislation. The two initiatives
thus combined to shape USAID’s program in the 1980s, and beyond.

WOMEN IN DEVELOPMENT

The 1973 Percy Amendment to the Foreign Assistance Act required that the U.S.
bilateral assistance program:
...be administered so as to give particular attention to those programs,
projects an activities which tend to integrate women into the national
economies of foreign countries thus improving their status and assisting the
total development effort.

As the major contributors to family farm enterprises and the primary users of
forest resources, women play a particularly important role in Nepali development. The
significance of their contributions was revealed by a landmark five-year research
program, the Status of Women in Nepal. Begun in 1977, the study was funded by
USAID and administered through Tribhuvan University’s Center for Economic
Development and Administration (CEDPA). The first of its kind, it greatly expanded
understanding of rural women’s multiple and significant roles.

The survey collected information on the status and roles of women in eight
different ethnic groups, producing a statistical profile of Nepalese women and a series
of socioeconomic case studies. The goal was to provide an informational base from
which planners could facilitate the integration of women into the development
process.

The study found Nepali women make extensive contributions to rural domestic
economies. Women are primarily responsible for farming, both in terms of their labor
contribution (nearly double that of men) and decisions. In 42 percent of cases they
make agricultural decisions on their own; in another 12 percent they participate in
joint decision-making. As the primary procurers of firewood, fodder and water, they
play an important role in the use — and misuse — of natural resources.

However, social custom currently restricts women’s interaction with the outside
world. Women tend to relate to development efforts through the mediation of men.
Traditional patterns of information flow thus fail to capture the energy of the people
who perform over half the labor and make many of the important decisions on family
farms. Closer involvement of women is vital to the success of development projects,
and requires special efforts on the part of program planners and implementors.
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The Status of Women in Nepal developed ten recommendations, used as
guidelines in project development by USAID and by donors in general. They include:
e women should be targeted in each development sector,
o female access to productive resources and employment should be increased,
e increased attention should be paid to women’s legal rights and adult education,
and

o improved technology should be developed and disseminated to ease women’s
tasks.

Most importantly, the study recommended that planners fully recognize women’s
economic contributions and include them in development efforts.
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USAID assistance to institutional development has helped create
employment opportunities for Nepali women.

Beginning in the early 1980s, major USAID projects developed specific
strategies to increase female participation. The Applied Technologies Unit of the Rapti
Development Project introduced new technologies like bio-gas for cooking, and seed
storage bins which directly impacted the performance of women’s tasks. In 1984, the
project started supporting a Women in Development Officer (WDO) in each district.
WDOs were charged with coordinating a broad range of activities designed to increase
female participation in development. In 1986, the project was redesigned to broaden
its activities, actively involving women in all of them.

The Resource Conservation and Utilization Project had a high degree of
orientation towards Women in Development (WID) issues — necessary in view of
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women’s close involvement with resource use. Natural resource projects must reach
women to successfully inject new information and concepts into communities. While
RCUP’s original project design acknowledged the multiple needs and roles of women,
strategies to ensure inclusion of women in project efforts did not begin until two years
into the project. And while RCUP personnel became increasingly aware of women’s
importance in resource management, many retained a limited awareness of women’s
varied roles, perceiving only traditional roles (kitchen gardener, cook) or highly
visible non-traditional ones (students and staff members at the Institute of Forestry).
As a result, the project’s WID components tended to focus only on women’s domestic
role while overlooking their general economic significance, reducing the potential
impact of efforts.

Early efforts to incorporate women into development tended to be either overly
vague or too specific. USAID’s position on WID issues has gradually evolved to
emphasize that integrated, gender-sensitive projects better serve the needs of women
(and overall development) than separate strategies or projects that tend to keep
women isolated from the mainstream. Projects now seek to incorporate WID
concerns as an integral part of general programming — paralleling the integral
role women play both in daily life and in development I Nepal.

Including women in overall project designs has generally proved easier
than identifying and implementing specific, successful methods. USAID’s
1980s portfolio included several activities involving women. One was the Vegetable,
Fruit and Cash Crops (VFC) component of the Rapti Development Project which, in
several communities, successfully assisted women in commercial horticulture.
Another was the Child Survival / Family Planning Services Project, with its theme of
“Services By and For Women” and its support of the Female Community Health
Volunteer program.

A precondition of USAID support for the Institute of Agriculture and Animal
Sciences and the Institute of Forestry requires ten percent of student slots be reserved
for women. As a result, female enrollment at the IAAS increased from three students
in 1983, to 30 in 1988. Such efforts are one way of ensuring women will play a larger
role in Nepal’s future development. A familiar trend is found in the Development
Training Project, which met the target established in 1985 of 20 percent female
trainees. Targets were raised to 35 percent in 1990.

In education, the Literacy Program Expansion Project, which operated through
World Education Inc., exceeded its target of 50 percent involvement of females. About
70 percent of its trainees (totaling about 20,000 in 1990) were female. Though not a
specific WID program, literacy education has proven to be extremely attractive to
women, who know first-hand the disadvantages of illiteracy. Nepal has an extremely
low, but increasing, female literacy rate. Increasing female literacy still further is a
basic step towards raising women’s social status, helping to actualize their immense
potential contribution to development.
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Application of AID’s Strategy in Nepal

According to USAID’s 1984 Country Development Strategy Statement, USAID’s

projects aimed to:
increase the capacity of national delivery systems, emphasize Nepalese
leadership with USAID playing a supporting role, keep development
costs down and development techniques simple, pay careful attention to
the role of women in development, and collaborate with other donors
and Nepalese institutions to ensure effective use of limited development
resources.

Through policy dialogue, USAID sought to encourage economic growth by
promoting macroeconomic policy reform and the inclusion of the private sector in
development. USAID’s program aimed at accelerating development of HMG’s
institutional capacity to plan, evaluate, and administer development programs and
to improve national service delivery systems. Institutional development, including
training, was considered basic to USAID project and program successes. It was
assumed that the benefits, of improved administration and economic performance
at the central level would improve the ability of rural communities to participate
in national development.

In line with the New Directions objectives, USAID continued to advocate
decentralization. Project assistance in the early 1980s focused primarily on the
Hills and was intended to support HMG’s stated goal of equitably distributing
development benefits. USAID’s program at the local level was designed to assist
the government to meet basic needs, and to help deal with selected rural
development priorities such as raising per capita food production, improving
health and nutrition, controlling population growth and environmental
degradation, accelerating manpower skills and training, and creating alternative
rural employment opportunities. USAID’s program concentrated on agriculture,
rural development, and natural resource management (60 percent of funding) and
health and family planning (up to 30 percent). The remainder went for education
an participant training.

Though policy dialogue aimed at a national impact, USAID’s program
assumed a pronounced regional emphasis, with large integrated development
projects. Through these, USAID sought to work directly with local groups to
assure participation and access of the poor to development benefits. Developing
local capacity to plan and manage efforts was critical for achieving growth in
Nepal’s many isolated districts. Rural development was viewed as the best means
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of linking villages with national delivery systems, and the most effective means of
decentralizing the development process.

U.S. Assistance to Nepal
1952-1991 LUS§ millions

LS. fiscal year

Administration of USAID’s Program

Throughout the decade, USAID streamlined its program, reducing the number of
projects to focus on key problems. Between 1980 and 1982, USAID projects
dropped from a total of 17 to 11. Project coordination was emphasized so that
each reinforced the objectives of the others.

To ease the impact of personnel reductions, USAID relied increasingly on
institutional contractors to implement programs, especially the complex new
integrated projects. It also relied on Peace Corps Volunteers (by the end of the
decade, 38 PCVs were involved in USAID projects) and national and
international private voluntary organizations well-positioned to carry out rural
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development programs. Increased attention was paid to donor coordination and
the potential of Nepal’s private sector.

Program Support

USAID’s program included technical assistance, training, and commodity
assistance, with significant local cost support for projects to cover local capital
and recurrent costs of specific HMG activities. USAID focused on fewer but
larger projects with a systems focus because of the need to address linked
problems. In addition, there was a shift from single to multi-year or “life-of-
project” financing, reflecting USAID’s emphasis on longer term development
strategies. Project design emphasized collaboration with various HMG ministries
in an attempt to improve dialogue with the government on policy issues and
project management.

To augment its bilateral contributions to Nepal’s development, the U.S.
provided indirect assistance through such multilateral agencies as the World
Bank, ADB, UNDP, UNICEF, UNPPA, WFP, WHO, and UNCDF. The
multilateral banks concentrated on infrastructure development projects far larger
than the U.S. was able to support alone. Substantial contributions to multilateral
agencies, coupled with USAID’s prominent role in donor coordination, allowed
the U.S. to influence the course and direction of Nepal’s development, and to
increase the scope of its influence in the policy arena.

Policy Dialogue and Reform

Nepal’s Economic Crisis and Structural Reform

Nepal’s mid-decade economic crisis resulted from a complex mix of long-term
factors: increasing demands on limited foreign exchange earnings caused by
declining exports and increasing imports, increasing domestic demands, an over
reliance on inefficient state-owned enterprises, and an increasing debt service
burden. Continuous increases in public expenditures, coupled with declining
revenue surpluses, resulted in shortages of foreign exchange and a drying up of
domestic borrowing capacity.

Nepal’s revenue base has never been able to cover regular and development
expenses, and increased investments in social services during the Sixth and
Seventh Plan periods placed an additional burden limited resources. The inability
to adequately mobilize domestic resources was partly the fault of an overly
centralized administration, unable and unwilling to enforce necessary land and tax
reforms. Other factors contributing to inadequate resource mobilization include
government restrictions on private enterprise, and an overwhelming dependence
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on Indian economic and trade policies. Government, frustrated at the lack of
development, decided to try to accelerate development through large increases in
spending. This failed to work and led to large deficits and increasing debt service
problems.

Massive structural reforms were required to stabilize the situation in the short
term, and to improve economic practices for the long term. The International
Monetary Fund intervened with a stand-by arrangement to stabilize the economy
in 1985; shortly after, the World Bank introduced a longer term Structural
Adjustment Program (SAP).

The Structural Adjustment Program was intended to “accelerate sustained
economic growth by reorienting the economy towards a path relying more on the
private sector, and on improved allocation of public and financial resources.” The
program was concentrated in five sectors: macroeconomic management,
agriculture and forestry, industry and trade, public sector enterprises, and
development administration.

The macroeconomic policy reform measures called for under the SAP were
to increase real GDP growth by reducing government borrowing and deficits,
restructuring public enterprises, and maintaining international reserves at an
adequate level. These were whole-heartedly supported by USAID. HMG
committed itself to improving monetary management, strengthening tax
administration and divesting some public enterprises. The government also
undertook to better maintain completed development projects and use public
investments more efficiently. Under the program, Nepal’s trade was liberalized
somewhat, and increased land taxes raised revenue levels.

In addition to implementing overdue economic policy reform measures, the
SAP was seen as a step towards fulfilling Nepal’s “Basic Needs” objectives, as
the Basic Needs Program emphasized the need for production increases,
principally by revitalizing agriculture and private sector participation.

USAID’s Policy Dialogue

USAID’s policy dialogue in Nepal has traditionally emphasized coordinating
planning and management of development activities with HMG. Increased
attention to policy dialogue in the 1980s was partly due to the Four Pillars
legislation, but also in response to Nepal’s precarious economic situation and the
need to improve domestic resource mobilization and utilization.

At the beginning of the 1980s, USAID-HMG policy dialogue focused on
natural resource conservation, a comprehensive population strategy, and
continued decentralization of HMG development administration. As donor
consensus on the need for economic reforms grew, USAID’s policy focus shifted
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to encouraging appropriate macroeconomic reform to achieve broad based
economic growth. In concurrence with the guidelines of the IMF and World Bank
Structural Adjustment Program, policy dialogue pursued greater domestic
resource mobilization (especially from agriculture), improving operation and
maintenance of ongoing development projects rather than beginning new ones,
reducing the number and increasing the efficiency of public corporations, and
achieving policy reforms in agriculture price policy. In particular, USAID’s
strategy emphasized the private sector’s important role in economic development.

USAID’s extensive experience in Nepal’s agriculture sector, particularly its
advocacy of agriculture price reform, was instrumental in developing the
agriculture reform guideline outlined in the SAP. The SAP in turn increased
USAID leverage in pursuing specific reforms in fertilizer and seed policy,
agriculture pricing and marketing, and related private enterprise incentives.
USAID also assisted government in developing population and natural resource
conservation strategies in support of the SAP.

Support for Decentralization

USAID focused primarily on strengthening the capacities of local governments
and communities to plan and implement development activities. Decentralized
development administration was encouraged through its regionally-based
integrated rural development projects, and through assistance to HMG and PVOs
(private voluntary organizations). USAID sought to improve HMG administration
by incorporating monitoring and evaluation components in its projects, and
reinforcing these with in-country training.

Only limited progress was made in decentralizing development
administration in the 1980s. The highly centralized HMG administration allowed
little productive interaction between the center and rural areas, and development
models provided by foreign donors have reinforced this top-down structure by
emphasizing central planning. A lack of genuine commitment to decentralizing
fiscal and administrative responsibilities, combined with a persistent shortage of
skilled manpower, continued to thwart decentralization.

Donor Coordination and Contributions

Though donors increasingly emphasized the need for economic self reliance, a
steady flow of foreign aid made it difficult for Nepal to break away from its
traditional dependency on outside assistance for development. By the 1980s,
roughly 40 bilateral donors and non-governmental organizations and at least 12
multilateral agencies were extending aid to Nepal, most requiring counterpart
contributions for projects. The growing role of multilateral agencies was reflected
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in figures for 1979, which showed that for the first time, soft multilateral loans
accounted for a greater share of external assistance than grants.

The increase in donors creates an increased need for coordinated
development efforts. The World Bank-led Nepal Aid Group, formed in 1976, (in
which all major donors except India and China participate) was intended to
provide a forum for coordinating development activities.

Discussions of the Nepal Aid Group led to a general consensus. Donors
believed that economic self-reliance depended on increased domestic resource
mobilization, particularly in agriculture, reducing the number of public
corporations and increasing the efficiency of remaining ones, emphasizing
operations and maintenance of development projects rather than developing new
ones, and developing a coherent population strategy to combat Nepal’s rapid
population growth. These views mirrored AID’s, reflecting the globalization of
economic assistance strategies.

In addition to the Nepal Aid Group meetings, USAID and a small group of
donors worked to formalize development coordination through thrice-yearly
meetings between HMG and donors, with bimonthly “donor only” meetings, and
with periodic sectoral meetings.

HUMAN RESOURCE DEVELOPMENT

In the early 1980s, the world Bank called Nepal’s poor public administration
capabilities the “most crucial deterrent to economic growth”. USAID’s
training program aimed at improving these skills, both in the public and
private sectors, to reinforce Nepal’s absorptive capacity in all development
sectors.

While individual project components continued to support technical training
to meet specific needs, the Development Training Project (DTP) initiated in
1985 was designed to increase the overall effectiveness of HMG’s
administration of its development programs. The project is designed to
respond to both public and private sector training needs (particularly short-
term technical training) in areas not covered by USAID’s current projects. It
runs through 1994.

A follow-on to the Manpower Development Project (1973-1980), the DTP
was a collaborative effort between USAID and the Ministry of Finance’s
Foreign Aid Coordination Division, which oversees overseas training. By the
end of the 1980s, the project’s participant training component had sponsored
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426 Nepalese to study in the U.S., India, and third countries. Most were
trained in project analysis, planning, implementation, management, and
monitoring, while others pursue degrees in subjects related to agriculture,
health, and engineering. Returned participants report they are applying their
new skills in their jobs, often by seeking opportunities to improve working
procedures.

The in-country training component supports local private voluntary
organizations in conducting management training programs on a pilot basis.
USAID has provided grants to the Business and Professional Women’s Club
for secretarial training to promote employment for women, and to the
Management Association of Nepal for private sector training. A 1988
evaluation of the project noted that though both organizations successfully
conducted training programs, they needed to institutionalize their training
capacities and reduce reliance on USAID for recurrent expenses.

In previous decades, training concentrated on the public sector to
strengthen and reform government administration. In response to AID’s
mandate to promote private sector and women’s involvement in development,
the DTP reserves 25 percent of training positions for the private sector, and
35 percent for women.
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Private Sector Initiatives

The biggest constraint to private sector development in Nepal has traditionally
been political. Faced with increasing pressure to achieve developmental progress,
and influenced by USAID’s belief that reducing the government’s role in the
economy and increasing the role of private enterprise is vital for self-sustained
economic growth, the Government of Nepal in the mid-1980s began to consider
increasing participation of the private sector in development.

USAID’s early efforts at encouraging private sector growth were discouraged
by a predominantly public sector economy, and limited to assistance to the Nepal
Industrial Development Corporation and two industrial districts. In the 1980s,
responding to AID policy and HMG’s professed commitment to developing the
private sector, USAID mounted a concerted effort at promoting private sector
economic involvement. USAID attempted to implement this policy within the
framework of traditional development sectors, by involving private enterprises in
producing and distributing technological innovations, and expanding their role in
extension services.
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Efforts included assisting the establishment of the Nepal Contraceptive Retail
Sales Company for the private sector sale of contraceptives; providing advisory
services to the Nepal Securities Exchange Center to improve performance in
capital markets; examining the potential for private sector involvement in forest
management and commercial exploitation of forest resources; providing training
for the private sector; and providing assistance to indigenous and international
private voluntary organizations involved in development projects in Nepal’s rural
areas. Agriculture and rural development projects made efforts to establish
private seed and fertilizer dealers as well as promote smaller scale agribusinesses.

USAID has acted as a catalyst to promote national economic growth through
private sector development by encouraging a reduction of the direct role of
government in the economy, and by advocating policy reform to enhance resource
mobilization. As the climate for policy dialogue and economic reforms improved
in the late 1980s, the prospects for an enhanced private sector role in Nepal’s
economy grew, and USAID increased its efforts in this direction. The World
Bank’s Structural Adjustment Program provided renewed strength to USAID’s
private sector initiatives.

Private Voluntary Organizations in Nepal’s Development

In the mid-1980s, USAID began advocating support to private voluntary
organizations (PVOs) to further enhance the private sector’s growth-promoting
role in Nepal’s economy. Until recently, few PVOs operated in Nepal because the
government did not consider them as a potential development resource. Recent
experience has demonstrated that PVOs are often better suited than donor
agencies and government institutions to provide a cost effective means of
delivering assistance. Channeling assistance through PVOs has enabled USAID to
sponsor activities that would not otherwise have been possible. Among Nepal’s
donors, USAID has been the leading advocate of PVOs as a development
resource.

In 1981, USAID initiated the Private Voluntary Organizations Co-Financing
Project, which co-funded projects administered, by three U.S. PVOs (World
Education Inc., Save the Children Federation, and Winrock International Institute
for Agricultural Development), and one local PVO (the Nepal Red Cross
Society). Project activities successfully promoted better health, education, and
agriculture and natural resource management practices in targeted communities,
and helped develop local capacities to plan and implement community-based
development programs.

A follow-on project, PVO Co-Financing II, was begun in 1987 to assist an
increased number of U.S., international and local PVOs working in Nepal. By the
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end of the 1990s, phase II of the $10 million project was supporting the activities
of twelve PVOs in agriculture and rural development, natural resource
management and conservation, health and family planning, and education and
literacy.

In line with USAID’s traditional focus on strengthening Nepal’s institutional
capacity, a sub-objective in Phase II of the project aimed at strengthening
indigenous PVOs’ capacity to design, implement and evaluate community-based
development efforts. USAID believes indigenous PVOs are uniquely situated to
channel private contributions into social service projects, and sees them as an

important potential source of self sustaining development activities.

U.S. Assistance to PVO Activities in Nepal 1981-1990
A. U.S. PVOs Funded by USAID
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AGRICULTURAL DEVELOPMENT

The Early 1980s

In the first half of the decade, USAID continued to lead efforts to assist HMG in
developing an effective agricultural research and extension system and in
strengthening the Institute of Agriculture, and Animal Sciences. The Integrated
Cereals Project was supplemented in 1980 by Seed Production and Input Storage
Project (SPIS). These efforts to strengthen the national research, extension, and
seed input systems were linked to the agricultural components of USAID’s two
largest projects, the Resource Conservation and Utilization Project (RCUP) and
the Rapti Rural Area Development Project (RAD), area-specific projects started
in 1980.

The Integrated Cereals Project: Taking Technology to Farmers

Originally planned as a five-year project ending in 1981, the ICP was extended
until 1984, bringing USAID funding to $10 million and HMG funding to $3.6
million. The project extension was granted to allow testing of newly developed
production technology and dissemination methods in the Rapti and RCUP project
areas. Three additional years also allowed time to complete research station
construction and participant training.

Project inputs included support for an International Agriculture Development
Service team of seven expatriate specialists and a large Nepali support team; in-
country and participant training (29 M.S. and four Ph.D. degrees); short-term
training at the IARC’s; construction of staff housing, laboratories, office
buildings, and seed processing plants at each commodity research center;
upgrading of station research facilities; and vehicles and other equipment.

By 1980, the ICP had successfully strengthened multi-disciplinary
commodity teams for rice, wheat, and maize, and established six cropping
systems sites for on-farm research. Here, ICP staff tested improved cropping
systems involving new varieties, new crops, and improved agronomic practices.
The most promising technologies relied on short-duration, high-yielding cereal
varieties that permitted more output per hectare during the year. Non-cereal crops
were often found to fit into these cropping patterns.

During the project, the rice program released 10 improved varieties; seven for
the Terai and, three for the Hills. These had varying adaptive features in terms of
maturity range, disease resistance, and water requirements. The maize program
released three varieties including Arun 2, an early maturing variety useful for Hill
and Terai multiple cropping patterns. The wheat program released six new
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varieties with increased resistance to leaf rust. The project also began working
with soybeans and other legumes in testing new cropping patterns.
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The Integrated Cereal Project assisted in setting-up seed cleaners such
as this one at Rampur

After an initial concentration on developing innovative on-farm research
methods, the project began to test non-traditional extension methods to transfer
new technologies. At first ICP staff used the Pre-Production Verification Trial
(PPVT) package, whic