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FOREWORD

Exploring the history of the U.S. economic assistance
program in
like being in a development laboratory. Few, if any, developing Nepal is
countries
were as unexposed to the modem world as Nepal when
we signed our first
economic assistance agreement on January 23, 1951. As th3
reader will learn in
the chapters that follow, changes in USAID programs
and strategies have
closely mirrored Nepal's development progress over the
past four
In the 1950s, USAID (then known as USOM) concentrateddecades.
on basic
infrastructure and agricultural extension. In tihe 1%0s,
USAID pursued pro
grams in agriculture, health, education, and industrial
development. In the
1970s, programs targeted the rural poor, and in the 1980s,
activities concen
trated on macroeconomic policy reforms and support for
the private sector as
the engine for economic growth. As we begin the 1990s,
USAID's programs
reflect the worldwide movement towards support for
democratic forms of
government and free market principles.
Trying to trace the progress of development in Nepal
by decade, of
course, oversimplifies a very complicated process.
However, there are
clearly discernible trends that roughly correspond
with the changing
decades as Nepal has moved from a feudal kingdom to
a modern multi-party
democracy anxious to stimulate economic growth and social
reform.
It may seem to some first-time v 3itors to Nepal that
the benefits of
foreign assistance over the past 40 years are difficult to
discern. After all, on
just about anybody's list, Nepal shows up as one of the
least developed coun
tries in the world. At the same time, visitors returning
after an aLsence of
many years are surprised to see the dramatic effects ot development,
particu
larly in Kathmandu, other major towns, and in the eastern
Terai. Roads,
electricity and drinking water systems exist where none
were found before.
Malaria has been largely contained and government health
and education
services have found their way into every district of Nepal.
Conversely, the
rate of population growth has been disappointing with
many of the gains in
agricultural production and private sector job creation
negated by too rapid
population growth.
By contemporary Asian standards the overall economic
has been slow, but we are reasonably optimistic about future growth rate
prospects, par-
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ticularly as private sector entrepreneurs are finding increasing opportu
nities in the agriculture, tourism, manufacturing ind service sectors. With
the changed political circumstances of the past few years, and an increased
understanding of the need to follow market principles and to rely more on
the private sector to stimulate economic growth, we are hopeful that by
the year 2001, the 50th anniversary of Nepal's entry into the modern era,
we wJl' see Nepal graduate from the ranks of the world's relatively least
dev,ioping countries.
We have undertaken to produce this chronicle of USAID's history in
Nepal over the past 40 years to help us, other donors, and the Government of
Nepal more sensibly plan development programs in the future. To para
phrase George Santayana, those who refuse to study the past are condemned
to repeat it.
I would like to acknowledge that the original idea for undertaking a
substantive review of USAID's history in Nepal came from W. Stacey
Rhodes, Deputy Mission Director from 1986 to 1990. A committee was formed
under the chairmanship of Mission Economist Neal P. Cohen, and the three
authors, Christa Skerry, Kerry Moran, and Kay Calavan, were hired to
research and write this book.
I would also like to thank John Cool, who served as a USAID Deputy
Director in the 1960s, for his comments and suggestions, including a recom
mendation that we contact former Mission Directors for their recollections.
Three of them, Carter Ide, Samuel Butterfield, and Dennis Brennan, submit
ted thoughtful analyses of their tenures which are incorporated in various
parts of the book. Another source cited throughout is Mr. Eugene Mihaly
whose 1965 book, Foreign Aid and Politics in Nepal: A Case Study, is an
excellent study of the first 14 years of USAID programs in Nepal.
This book was not prepared for the casual reader, but we hope that it
will be of use and interest to future AID employees stationed in Nepal and to
other development professionals working in this beautiful country.
Kelly C. Kammerer
Director of the USAID Missioni to Nepal
September 1991
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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 repre
sented an expression of U.S. concern with the need for material progress in
underdeveloped countries, as a humanitarian end in itself, "and because
3uch progress furtherled] 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 contitzuity 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 conjunc
tion 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
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on the road to economic modernization. In the next decade, donors began to
grasp the complex problems involved in danging a subsistence economy into
a modem one. During the 1960s, USAID increased its capital investments in
th hove of accelerating economic growth, and focused on institution-build
ing to provide the fiscal and administrative infrastructure needed to carry
out effective development programs.
In the 1970s, this approach was modified by the New Directions man
date 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 thie "engine" for develop
ment, focusing on macroeconomic policy reform and strengthening the
private sector.
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
1991 total $451 million. In addition, the U.S. contributions to multilateral
agencies providing assistance to Nepal have totalled $490 million.
During its 40 years of assistance to Nepal's development, USAID has
made outstanding contributions in agriculture, 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
October 1991

AMBASSADOR'S STATEMENT
On January 23, 1951, the United States became the first country
to formally
establish an economic assistance program in the Kingdom
of Nepal.
Americans are very proud of this four-decade partnership bringing
the
benefits of modernization to the Nepalese people. In particular,
we are
proud to be associated with government and private sector
efforts
have led to a drop in infant mortality by 56 percent; a jump in literacy that
from
two percent to 38 percent; the control of malaria in the Terai;
the increase
in the total amount of land under cultivation by 78 percent; and
the training
of more than 4,000 Nepali technicians and professionals. Although
much
has been accomplished over the past 40 years, much more remains
to be
done.
With Nepal's turn to democracy, we open a new page in relations
between the United States and Nepal. The people of the United
States
believe that democracy is the best form of government and that
democracy
can work in all countries -- large and small, rich or poor. We
look forward
to our fifth decade of partnership with the people of Nepal,
particularly
to the opportunity to contribute to the consolidation of democracy
in this
country, bolstered by continuing friendship and mutual commitment
to an
independent and increasingly prosperous Nepal.
Julia Chang Bloch
Ambassador of the United States of America to
the Kingdom of Nepal
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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 coun
tries in their effoit,, 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 stabil
ity were interdependent. While the Point IV program was originally initi
ated 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 oli
garchy 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 tile 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.
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Shortly after, King Tribhuvan promulgated the Interim Government
of
Nepal Act, which was intended to lead to the development of a represen
tative 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 1955, howe'e-, Nepal was subjected to
a rapid
succession of governments and political instability that was to characterize
the entire decade. When King Iribhiivan died suddenlv
in 1955, Nepal
still lacked a repesent at iVye governnmi t aid a constitution.

Development Constraints
The legacy of the Rana re im ie
was a static, highlv centralized government
administration whose lunctionr were primarily confined to maintaining
lav and order ad collhctirt,, tae\s: a sibsisteice ecoomyv overwhelmingly
dependent on ag i lltre ard coot rolIed b large landowiners preoccupied
with rmairitainirgi tile sltitus tu ; and a nea r-total lack of physical
infras
tructure, includini g roads, telecoM1iu ricat iors, hlospitaIs, an(d schools;
there
w\'ere very fewvdevelopment-m-'iented activities. Ii 11l6, there were
very
few skilled personinel capable 01 Iorlll nitill aid dilectin, policies
appro
priate for Nepal's new identitv, aid a lack of ac nimistrative machinery
capable o translating King I riblin vlan's political vision into ecoromic
and
social reality. ,\ppro\i atrlVlS percent of Nepa's eight million
p2ople
were illiterate, with only 3(10 college graduIMt, s ill tile entire COUntry.
In addition to these cOtI'derable coistrainit s, \epal'5 rugged topogra
ph erIiphasi/ed egioia l arid coltuI raIldilerenices arid hampered
the
development of a sense ot natiornal idenlitV. Fiinall\, comprieensive
data
with which to identif and assess \epal's actual needs was practically
non-existent. The highl y centrali/ed goVerInIellt adrirlistration
Was ill
equipped to realistical I,consider the deiograph ics and needs of
its rural
majority, making it virtoa1tIVimpossible to plan co lprellensive
develop
ment efforts.
Despite these problems, and the absence ot a steadv and adequate
revenue base to finance government operations ard development activities,
the first USOM team of technical experts believed only a few Years
of con
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centrated technical assistance were needed to set the development process
in motion. In retrospect, it is obvious that the comple,ity and seriousness of
the country's development constraints were not completely understood. In
its early planning, USOM overestimated tile Nepali desire and motivation
for change, while underestimating traditional religious, cultural, and
political conservatism, and the rigidity ot existing institutions.
Both Nepal's approach to its ow1 development and the U.5. approach
to assisting the process were of necessity experimental. IheI Marshall Plan
model had limited relevance to Nepal's needs: Nepal's development prob
lems were not a matter of reconstruction, but of formulating the basic struc
ture of a pre-industrial economy.

Shaping a Program:
The "Missing Pieces" Approadh
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. I le con
cluded that Nepal's "people were aching for a change" (Rose, 1958). The
guidelines of the Point IV Program determined that the vehicle for devel
opment would be technical assistance, delivered by U.S. advisors in the
form of short-term, high-yield projects. Rose called it tile "missing pieces"
approach: the U.S. would provide the technical skills and to a more
limited extent, tile capital investments, and Nepal would quickly advance.
USOM originally envisioned an economic assistance program of limited
duration. The Point I,' approa.ch advocated technical assistance, or the
"direct tranlsfer 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. opti
mism in this regard was bv 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
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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 seeined possible to help the central government to formulate and
implement national programs that would enable people who wanted to
help themselves to get tile kind of assi'stance 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 tile most immediate way to achieve these
goals. Rose's assessment culminated in the Village Development Program,
which encompassed projects in agriculture, health and education.
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
adoptee an action-oriented approach toward development projects. Though
tile 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 dccade - 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.

The 1950s
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Reflecting the experimental nature of the Nepal program, USOM
supported a %widearray 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, transe.ortation, communica
tions, agriculture and industrial and capital development. Though charac
terized primarily by technical assistance, USOM's program was supple
mented by funding from the U.S. Development Loan Fund, established in
19'7 to provide capital needed for long-term development. In addition,
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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 syptem 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 fr. quently paralyzed by political turmoil within HMG.
Between 151 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 :nostly employees with uncer
tain 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 admin
istrative turmoil caused delays in project design and implementation.
Political instability and the lack of teclically skilled manpower in the
civil service meant that USOM advisors were forced to make and imple
ment 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 gov
ernment 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 adminis
trative and political environment, and the Point IV program guidelines
which limited USOM advisors to giving tecluical advice. lose's solution
was to establish the Cooperative Services Program, a joint project adminis
tration mechanism which had been developed and successfully imple
mented by USOMs in South America.

The 1950s
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The Cooperative Services Agreement signed in 1954 resulted in the
formation of a development cooperative with a status d",tinct 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 wcre someiwhat insulated from political turmoil.
One direct benefit of the Cooperative Services Agreement was that HMG
administration was extended into rural areas, and became directly account
able for its administrative and financial contributions.
The joint program in Nepal lasted until 1958, when the U.S. Congress,
reacing 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 "techni--ians, 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 admin
istration of projects to developing and relying on t.overnment institutions
capabl? 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
Lncourage democracy on a national scale.

Development Planning
When Nepal embarked upon its unprecedented coufr , of economic develop
ment 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, thoueh no formal body yet existed to design a compre
hensive development p.an. Not until the mid-1950s was there general
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recognition of the need for overall planning. The earliest comprehensive
planning exercise was carried out by the USOM-financed National Educa
tion Planning Commission constituted in 1953.
In 1955 King Mahendra established the Ministry of Planning and
Development, charged with coordinating planning and development adiv
ities 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 invest
ments 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 encom
pass 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 develop
ment, transportation and communications had become new USOM priori
ties, replacing the emphasis on technical assistance advocated by early
Point IV principles. Eight years of experience had demonstrated that tech
nical 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
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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 quan
tities of Indian 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 Mahen
dra 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 abro
gated 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 stabil
ity 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 satis
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factory 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 educa
tion, 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 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 accompa
nied by a concurrent increase in govermnent revenues, it created an increas
ingly unwieldy and unsustainable system.

HUMAN RESOURCE DEVELOPMENT AS A DEVELOPMENT
STRATEGY
Hunrian 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 adminis
ter its projects, USOM needed to train Nepalese to help achieve its
program goals.
USOM's approach to human resource development identified two
Oups of trainees. The first was targeted for training in specific, practical
tills which could be applied immediately in rural areas, while the
]econd 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
1§enmwer im.-wediately available to projects. It was also relatively

BEST AVAILABLE DOCUMENT
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A the need for more highly skilled technical manpower

ec

ous, USOM de.eloped a participant training program to send Nepal
U.S. universities for specialized training. Nepal did not have its o
vorsity system at the time. The high concentration of particip
rgiculture, health, and education reflects USOM's program emph
l ig the decade, Between 1952 and 1959, USOM trained 164 Nep
'Arfipants in U.S. universities.
With USOM's 1955 program expansion, participant training bec
easingly; important as a means of achieving the goal of a nationw
_Ipact. Early participants were HMG employees deputed to vro
SOM development projects. Most returned from their training to w
irectly on project implementation. Some became co-directors under
dIoperative Services Program. Many eventually assumed influenti
sitions in government, while others made important advances in
rivate sector. Unfortunately, constant changes in the civil service u
ed much of this early specialized training, as recipients were e
deinto positions unsuitable for their training. Nonetheless, HMG,
rinciple supported USOM's human resource development approach
argeting human resource development as a priority in its First,Five
1!
oAfter the Cooperative Services Program was terrivnated
to
tri
icipant training was reoriented from project-oriented
aiing Nepalese to develop. and' operate government institutioi
ffective development prtgrams. USOM's belief in human resource d
opment as a strategic economic investment is evidenced in the first iasau
4lUSOM's Economic Data Papers,' published in 1959. An article ei
"'The Best-investment: People' advocated investment in human r,
*ather than industrial development. Through its training programs,
,ilenly helped to build the capacity for development into HMG''
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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
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cash and commodities, but no technical assistance. Unlike
the U.S. and
India, China did not have a resident Mission. India occupied
a unique posi
tion 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 diplomatic relations and encouraged donors
to partici
pate in Nepal's development. The King's rule was distinguished
by his
diplomatic efforts to forge an identitv for Nepal in the
modern world
distinct from its powerful southern neighbor. SkilitUll
courting world
attention to witness Nepal's independence, King .Mahendia
succeeded in
gaining admittance to the United Nations in 1955. 1hrough
his diplomacy
the King achieved a balance of power between neighboring
China and
India, as well as a balance between an increasing' nu nb'r of donors.
Economic assistance became increasingly comple\ 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
poli
cies to be largely reactive, despite etforts at planning.

Evolution of USOM's Program
While USOM's original intent was to develop a program of
limited dura
tion, 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 commit ment 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
eco
nomic growth in Nepal" (1958).
Unfortunately, the development environnent 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 I IMG to meet
its financial
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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 admin
ister a larger sum. In April, 1960, in a surprise move during King Mahen
dra'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 totalled approximately $12 million, this
was an incredible sum, dramatically altering the scope of USOM's
involvement during the 1960s.

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 develop
ment; laid an institutional base for agricultural research; assisted HMG to
plan and implement a national system of basic education; brought Kath
mandu its first modern telephone exchange; and undertook one of the earli
est 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 wvhich to assess the poten
tial resource base - human, physical and financial - to determine appro
priate 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 pub
lishing "Economic Data Papers" in 1959, as a means to circulate statistics
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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 devel
opment of pre-industrialized economies. Neither HMG nor the U.S.
adequately comprehended the scale or scope of the effort needed to modern
ize 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.
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~cmniunicate 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 quar
ters were located at Kalimati Durbar, - sprawling, white-stucco former
Rana palace a few kilometers southwest of downtown Kathmandu.
Completed in 1941, the palace was built by Prime Minister Juddha
Shumshere 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 Manage
ment and Tourism Training Center.
As new families arrived, more apartments were carved out of the
palace's huge rooms and fitted out with housewares sWpped from India or
the U.S.. Wood wrote that "human servants replaced electric servants':
household staff were abundant, but elechical 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 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 practi
cally 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 our grand
mothers 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 i ice. The only fresh produce was potatoes
and turnips, and occasionally a ouch of bananas brought in from India.
Later, as families moved out of the USOM compou d into their own quar
ters, they planted vegetable gardens, wluch provided welcome additions
to their diets.
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or~~ s pues in casesfroxi Air p~
wort in 'theit-'partments. Slhpping supplies inifirough Inia
enaile dits own difficulties, wilch worsened over time. One,ISOM farnily
received its goods shipment 22 months after their, arrival, and only two
mo~ith s-bfoz- their -rpar ture. They w ere spared thle*trouble ~of shipp'ig' ii
back as nearly everythi ng had been ruined over the course of two monsc_.n:.
Wood and other.residents ot the period recall the significance of 'mail
call# - difficult tounderstand 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 unre
liable. Mail was .vital fnr both personal and professional comraunications,
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
U.SOM'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 tine, visas could easily be obtained for friends of residents. Wood noted
this t'ended'to substantially increase the number of one's friends. He esti
mated he and his wife attended 8 to 10 parties, teas, luncheons and dinners
per week: informal bridge games among compound neighbors; formal recep
tions for guests; formal affairs hosted by the British or Indian Embassies,
and - most formal of all - Nepalese functions held at Singha Durbar. The
great meeting halls with their crystal chandeliers, marble .floors, huge
mirrors and gilded fixtures, provided a splendid setting. "Iused my tuxedo
more in the Nepal yOars than in all of the other years of my life,' Wood
noted.
Beneath the glamour lay some practical problems. The unheated build
ings were freezing in the winter, and women were long woolen undeiwear
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 lhosted by the Roses and scheduled for 9 p.m., the
Nepali guc#t 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
,n;,vain,
ate a cold meal, alone, around 2 a.m., and finally
departed at '4
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g.m
erest of us (both Americans and Nepalis) vacated the reception
hail in five minutes flat!" Wood recalled.
I -Exciting aspects of life peculiar to Nepal inludIi regular earthquake
tremors and frequent meetings with mountaineering expeditions and explor
ers. 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 Sacurday morning with water and food, drive
their Jeep to the end of -road, then onto the trail or across fallow fields.
"We always carried shovels and occasionally a little widening would clear
the way for another mi'e," Wood remembers.
By 1956, hotelier Boris Lissanovitch had estabiished an International
Club at the Royal Hotel, and USOM had opene, its own American Club,
used mainly by support personnel. Tennis courts had been installed in
several of the compourds, 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 ioa missionary-run boarding school in Mussoori, 3(0
miles away in India. \A ood and Paul Rose were involved in early efforts to
develop a local school for American children (the origins of Lincoln
School). Both re, 'gned from the board over the issue of admitting Nepali
students: they were the only two members to support this.
Outside the Valley, transportation was practicaly non-existent.
Pokhara had a "landing pasture" which spared technicians the week-long
walk from Kathmandu. Incoming planes simply buzzed people and live
stock off the field as they came in fot a landing. USOM established devel
opment center headquarters in many of the larger outlying villages to facil
itate field trips. As more airstrips were built in rural areas, field trips
became easier. Walking remained the major mea- -Ftransport, 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 Kath
mandu 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
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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 agriculTurai mdarkets and scarcely any roads. The 1961enmisl found six towns wit
10,000 or miore people and tenl towns with between 5,000-10,000 inhabitants.
Most of the population lived in the 24,500 villages of fewer than 500 resi
dents. Because of its rugged terrain, on' one-third o*fNepal's Surface area
is arable. tlie first agricultural census in 1962 estimated that only 1.8 nil
lion hectares (about 12 percent of cotal area) wvere tunder Cultivation.
In thle 1950s, the huge, heavily forested tracts of the leral and Inner
Terai hield great agricultural promise, but endemic mialaria kept out all but
thle hiardiest settlers. Thie majority of' Nepal's Population lived in thle
H-ills. IncrIeasing Population and thle fragmientation of family farmis
thirou~gh traditional inhieritance systems mleant that a famlily of seven in
the Kathmandu Valley farmed only 0.4 to 0.6 hectares (FAG, 1954). Farms
in the Tel,, were generally larger, ranging fron t\o to four hectares. A few
influential landowners had large tax-e\empt land grants in the Terai of 20
to 1,000 hectares, with larger holdings concentrated in the Western Terai.
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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 (Agr.culture in Nepal, USAID, 1964).
The proportion of owner-operated land in f.uo 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 tile 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 three or four India-trained agri
culturists 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 sy'stem to bring in and adapt
new agricultural technologies; no extension system to transfer them to farm
ers; and no input supply systems for irrigation, fertilizer, agrochemicals,
seeds, or agricultural credit.
Swiss and FAO agricultural survey teams cooperated with Point IV
staff in the early 1950s in dnalyzing 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
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and characterized by low yields and frequent occurrence of rust diseases.
The few trained Nepali agriculturists advocated improving wheat produc
tivity 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
goata 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 Agri
culturist 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 owner
ship to the tiller, and establishment of an agricultural credit system. A
major barrier from the outset was the official Point IV development philos
ophy limiting technical assistance and funding. The Nepali government
was expected to provide the bulk of resources for development of nation
wide agricultural research and extension 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 experimen
tation expanded to the Terai site of Parwanipur and to Nagarkot, perched
on the rim of the Kathmandu Valley, which roughly duplicated conditions
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in the Hills. Technicians were optimistic that better varieties would
increase agricultural production by at least 20 percent. They planmed 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 farm
ers; 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 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. ITMG 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 inplements Development Center in Birgunj.
Early in 1953, USOM began signing agreements on irrigation projects
desired by HMG. The goal was to increase year-round watpr in selected
areas in order to produce three crops a year. The projects included ten tube
wells 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 construc
tion of four systems in the Chitwan Valley (with the potential of irrigat
ing 42,000 hectares); and the importation of 120 portable diesel pumps to
lift water from rivers at five Village Development Centers.

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.
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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 ofjoint 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 improved paddy varieties were show
ing potential for increasing production in Nepal. However, pessimism
quickly reappeared: the project to develop the Joint Agricultural Coopera
tive Service (intended to implement USOM agricultural projects) was far
behind schedule.
USOM agricultural technicians were involved in three types of work:
research and demonstrations at field sites 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 tiocse 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
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construction for 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 Progress, 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 administra
tors.
Donors expected the Five-Year Plans initiated in 1956 to focus devel
opment 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 develop
ment funding would have to come from foreign sources. But the main
problem was that the Plan did not actiually 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 Develop
ment Project. The U.S. also expanded agricultural investments to meet needs
expressed in the First Plan. New projects included establishment of an agri
cultural 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 agri
cultfiral research and extension services separate from the multipurpose
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Village Development Service. This project would become more focused and
draw greater support from both U.S. and Nepali agriculturists 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 insects, development of improved cultural
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. 1-MG 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
' nical assistance, t -ining, and operational funding from USOM. In
au,.ition, three agricul.aral 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 Kath
mandu 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 assis
tance allowed by the Point IV philosophy (Miinaly, 1965).
In the agricultural program, many unrealistic assumptions were made
by U.S. 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
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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.
Miha.y described the USOM 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
practi
cal experience gained.
Commenting on the final statement, Mihaly raises the
important ques
tion 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 trans
ferred 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 1 950s, USOM
took the obvious steps of helping to establish goverrnment
ag-icultural
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 Divi
sion, stated in his 1%1 end-of-tour report that only "limited
progress" had
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been made in this sector. He attributed most of the lack of success to man
agerial problems:
Unrealistic plans...poor organization of the Department of Agricul
ture... 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, conse
quently, 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. 3.assistance provided. In 1956, only $22,000 of
the budgeted $125,000 was spent; in 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 the 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
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into the Rapti Valley Development Project, beginning with a 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 develop
ment 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 markeing. 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 land
breaking 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. USOM supported a soil survey and
establishment of a model soil classification lab; there was also a model
agricultural farm and experim."at 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 Washing
ton 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 tech
nology. 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 devel
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opment 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
hiigher 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 open
ing 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-countryat
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, Parwanipur, and the Rapti Valley area; three
cereal seed multiplication farms totalling 80 hectares; seven horticultural
farms for production of vegetable seeds and fniit 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
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Subject Matter Specialists for the extension system and would soon begin
training Junior Technical Assistants (JTAs) to work as village-level exten
sion agents. Most of these institutional development activities were not
spstainable without continuing USOM support in the form of training, tech
nical 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 ProgramReport
included adopion of Japonicaimproved 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 distribu
tion of improved vegetable seeds and fruit saplings; and limited distribu
tion 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 societics 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 promul
gated, 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 gov
ernment 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 accom
plished 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 capa
ble of carrying them out. Nepal was a blank slate in terms of rural devel
opment, 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 othei 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. assis
tance. 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
L-creased 3ervices to villages, while providing a channel of communica
tions throvzh which people could express their wants to the government. A
fundamental aztumption was that rural Nepalis were willing and able to
learn new technology, and that they would use this knowledge to develop
themselves.
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In his justification for the Village Development Project, Rose empha
sized 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 to assume their role in the new democracy there must be a
widespread change of attitude about the responsibilities of the individu
als 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 demo
cratic government.
Idealistic and hardworking, the early Point IV team hoped to over
come 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 P/ 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
somiewhat 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 (lI e 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. ws to provide limited assistance in the form of techni
cal 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 equip
ment 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.
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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 organi
zation, fielding Village Development Workers (VDW) through wlich
-1MG departments could extend technical services at the local level.
In 1955, a joint Village Development Service (VDS) fund and adminis
trative agency, separate from USOM and the Ministry of Planning and
Development, was established as an offshoot of the Cooperative Services
Agreement. This 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 adminis
trative 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 coop
erative agencies and pull USOM back from direct management of funds and
programs, the Village Development Service was transferred back to the
Ministry ot 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
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revelopment 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 partic
ipated 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 news
paper 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 develop
ment, especially aiter experiencing the "incomprehensible, uncomfortable,
and hostile environment' of many rural areas. The training program later
tried to 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 eventu
ally 12, months. VDWs 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 19'e3 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 Devel
opment 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
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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 administra
tive inactivity. The second school, in Parwanipur (near Birgunj), was estab
lished 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 collabo
rative effort, the Ford Foundation had started a Women's School in Kath
mandu for Women Village Development Workers (Gram Sevika) in 1954,
with classes beginning in 1956. USOM recruited an American home eco
nomics advisor who worked with the program from 1956 to 1960. The
process of establishing schools, training teachers, and recruiting and train
ing 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 supp)y
trained workers for the Village Development Service until Nepali collefes
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 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 Kath
mandu, Biratnagar, Pokhara, Hetauda, and Butwal. As Village Develop
ment Worker trainees graduated, they were assigned to village areas
around these five centers. More centers were opened over the next few years:
Ilam it 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.
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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 general
ist 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 cover
age 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 commit
tees.
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.
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
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district governor, with authority to provide grants (from funds allotted
fhrm 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 Devel
opment Centers had been established.

Indian Assistance to Rural Development
In 1956, the Indian Aid Mission (IAM) decided to assist the Village Devel
opment 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, ,inds 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 Palung
tar, hoping to 'increase friendliness towards India in strategically vital
areas' (Mihaly).
In 1959, the JAM 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

The 1950s

43

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. In addition,
Mission support for the Village Development Project dwindled,
as new
technical officers assigned higher priority to projects of counterpart
techni
cal mirnistries.
Late in the 1950s, USOM decided to phase out village development
assistance over a three-year period and turn the sector over to India.
How
ever, 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
CoDirector 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
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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 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 organiza
tional 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 whre they
could not be sustained by indigenous revenues alone, but depended (in the
1950s) on a Chinese grant and increasing USOM and Indian support.

Wha;t 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
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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.
Selected Achievements of Nepal's
Village Development Program 1953 to 1961
Progress to 1958*
Progress to 1961**
VDP Workers/Specialists
613
860
VDP Centers/ Blocks
12
55
Villages covered
1,641
38,000
(5.7% of villages)
Population covered
717,026
2,200,000
Local Improvement Committees
505
13,700
or Cooperative Societies
4-Leaf Youth Clubs
138
n/a
Primary Schools
270
n/a
Improved Crop Varieties
217 (180 ha.)
n/a
Improved Steel Plow
127 location
n/a
(1,392 ha.)
Canals constructed or repaired
145 locations
1,078 km.
(352 km.)
Land irrigated by these canals
7,388 ha.
n/a
Roads or trails
708 km.
2,349 km.
constructed or repaired
(fair weather 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.
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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
IAM, 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 mobilization of volun
tary 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 benefitted 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 devel
opment 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 juch manifestation ever seen
in large areas of the country), the Village Development Service
has been modestly successful. The impact of the Village Develop
ment 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 devel
opment 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 imFortant, a large number of rural people have become recep
:oe 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
dificult 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:
It is estimated that fifty percent of the population lives in highly
malarious areas. Surveys seem to verify that the infection rate for
mnlaria runs as high as 100 percent in some villages. Tuberculosis,
smallpox, typhoid, cholera, dysentery, sy. ,ills, kala-azar,
filariasis, leprosy, maternal and infant tetanus, hookworm, tape
worm, amoebiasis and other intestinal parasites, kidney stones,
rheumatic fever, goiter and other deficiency diseases are debilitat
ing a large segment of the population.
Infant mortality, always a revealing indicator of a population's over
all 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 malnutri
tion 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
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600 beds, half of these in the Kathmandu Valley. A few district headquar
ters 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 were no nurses or paramedi
cal 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, institu
tions, 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 Bharat
pur. 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 Adarsha 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
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done by the Malaria Eradication Program, sanitation and public
health nursirng 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, partici
pant 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 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 rechannelled 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 stuc' 4nts for the first class was difficult, as both nursing and the
concept of professional women were foreign to Nepal. Enrollment was even
tually 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. lhe 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.
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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 tile mortality rate of other diseases.
Endemic malaria threatene, .he roughly 50 percent of Nepal's popula
tion living below 1,300 meters altitude. The southern border region was only
moderately infested, while the mid-Terai had a somewhat higher infes
tation 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 percem,
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 undeveloped, and exacted a high toll in inhabited areas as well.
Malaria was x,'sically a rural disease, striking low-income areas vital to
nationl 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, ther2 were political considerations: Nepal's total lack
of health services was beginning to create a small undercurrent of popular
dissatisfaction. Gurkha soidiers were returning from abroad with stories of
the outside world, where modem 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. Th.- following year the fledgling organization was assigned
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responsibility for anti-malaria operations nationwide (the Rapti
Valley
was assigned to WHO as a pilot project). USOM provided the IBDCB
with
funding, insecticides and technical advisors, who arrived in 1955.

Malarious Areas of
Nepal 1959

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
chal
lenges: rugged terrain, minl-al human resource support, and
a near
complete lack of epidemiological research defining the problemn.
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 mu..ia control, 1956.
When malariologist Dr. George J.Burton arrived in 1955, he found the
IBDCB lab f-uipped 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 techni
cians remained restricted. The dearth of trained Nepalese experts, proba
bly the program's severest constraint, left a vacuum of power which techni
cians 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.
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USOM's chief public health advisor, Dr. Raymond Stannard, wrote in his
final report in 1958:
Since there are not even nationals in sufficient numbers who are
qualified or can be spared to do this training a greater responsibil
ity 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 contiol 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
(NMEO) 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 even
tually dropped altogether in favor of contiol. Malariologist Burton, in his
1957 report, discussed the possibility of eradication:
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It stands to reason that anything is possible if conditions are
right...(but) we cannot talk about eradication before we arc first
capable of achieving control.
Poor supervision, program inefficiencies and a shodtage 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 insec
ticides and spraying equipment and a team of advisors. WHO supplied
field technicians, while HMG provided 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.

DEVELOPING A NATIONAL
SYSTEM OF EDUCATION
Education is the gretest 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 isola
tionism. Traditional forms of education"(generally religious) were virtu
ally extinguished, and new institutions were discouraged, except for a
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limited number of schools to educate the children of Kathmanlt!'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 i950s, Nepal recognized
education as essential to the spread oi "a common language and a sense of
national identity," and to providing "basic literacy and the skills and atti
tudes needed to forge a modem unified nation" (Sellar, et al., 1981). The
country faced a formidable challenge, however. Despite minor develop
ments 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, with 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.

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 xeen among the Ranas' few contributions to planned education, but it
was inadequately equipped to meet the tremendous demand for basic educa
tion 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 quantita
tive growth would be of primary concern in the 1950s. Building and equip
ping schools was considered relatively simple and inexpensive. Ensuring
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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
coUltry.
USOM played a major role in facilitating education development in
Nepal, particularly through extensive assistance to primary school devel
opment. 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 Commis
sion 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.
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.
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Adult literacy was another priority, considered critical to the devel
opment an", 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 commis
sion 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 educat -)n, 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 rudi
mentary administrative structures, political turmoil and a shortage of
skilled manpower prevented administrators from implementing a consis
tent 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 Commis
sion 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
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should have filled the leadership vacuum, was too vulnerable to the polit
ical turmoil of the 1950s to be effective.

Cooperative Services for Education Development
Throughout the 1950s, Nepgl's constantly changing governments slowed the
pace of development, though the political flux tended to lead to inaction
rather than 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 or, policy development. There was a constant orienta
tion 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 equip
ment, 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 innova
tion. USOM's support for innovative ideas was in sharp contrast to tradi
tional 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
trainees, a co-director of the University of Oregon Nepalese participant
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
P!anning Commission was constituted in 1953,
and several years before a
comprehensive plan for education development
the lack of statistics for accurately assessing was conceived. Because of
projects in the education sector were largely ad educational needs, early
hoc. Later, USOM's educa
tion 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
educated and trained citizens. In a general sense, meeting Nepal's need for
u~pgrading the educational
level of the general populace was considered
fundamental to progress in
development and democracy. On a more specific
level,
ately needed skilled administrators and technicians. the country desper
and participant training programs helped alleviate USOM's in-service
some of the most
urgent requirements.
USOM's education activities began in 1952 as
Village Development Program, and were limited a sub-component of the
to construction of physi
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cal 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 broad
based Educational Activities Project began in March 1953 as a collection of
ad hoc activities aimed at providing Nepalese with the skills to actively
participate 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 and 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 traiaing and institutional
development, and training Nepalese education administrators. Since no
member of the first USOM team were educators, USOM contracted the
services of education specialists from the University of Oregon to adminis
ter 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 USOM, 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 con
cerned the inherent disparity between the Mission's direct-hire employees
serving the interests of Washington, and its contracted employees presum
ably 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 devel
opment sectors catch up. The two education projects were subsequently
combined under a single project, Education Development.
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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 with the dissolution of the Cooperati'e 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 educa
tion, 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 activi
ties, USOM sought to encourage local participation in education develop
ment, 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 educa
tion 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; an3ther
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.
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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 addi

tional trained primary teachers to the Joint Fund payroll to serve as substi
tutes 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 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 exper

iments 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 modem nation.
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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 commu
nity 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 "o 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.

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 oper 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 text
books had been published.
As USOM was the only donor involved in primary education develop
ment at the time, U.S. technicians and their Nepalese counterparts can
take full credit for the educational achievements of the decade. Unfortu
nately, 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
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consolation in the belief that educational quality would improve automat
ically 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 nationad development. Since few
secondary schools existed, changing the secondary-ievel 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 through
out the decade, the need for a secondary education program became increas
ingly 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.
Though vocational educa'ion had been identified as a viable means of
providing local populations i ith necessary development skills, its use on a
national scale was not seriously considered until th 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,
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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 parti,-ipated in by USOM, India, the Ford Foundation,
Britain, and the Uiit~d Nations. The original pian 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 sensi
tive higher education. The University Commission was sympathetic to
Indian complaints, and discarded this proposal in favor of the Indian
model of central acc'editation. USOM's role in the development of a
national university was consequently greatly diminished.
The University Cc.vunission 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 Lab
oratory 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 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
in:reasingly 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 situa
tion. Nepal required not just physical facilities, but trained teachers to
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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 admin-istrators 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 Kath
mandu under joint USOM/HMG auspices. This teacher training
facility
was based on the normal school method of teacher education for
rural popu
lations which originated in the U.S., and replaced the Basic
Teacher
Training In'titute established in 1949, which was patterned on
the Gand
hian 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,
perma
nent training capability. The College of Education was planned
to become
the leading tea-'ter training institute in Nepal. In 1955, under
sity of Oregon -.ntract, eight scholarships were provided forthe Univer
Nepalese
trainers from the Teacher Training Center to study vaxious aspects
of educa
tion and administration in the U.S.. The participants were to
return
serve as administrators at the new institution. While at the University to
of
Oregon, the group developed plans for the College of Education,
including
designing syllabuses, textbooks and other materials.
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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 publcations division. From the beginning, it was administered solely

by Nepalese. The college was the first degree-granting institution in
Nepal, providing courses 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 mate
rials.
The College o Education trained 96 teachers in its earliest programs,

including 75 norma.d
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 we either staffed by untrained teachers or lacking teach
ers altogether.
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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 train
ing teams were taught by the staff of the College of Educatioa, 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% 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 head
quarters (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 year, as opposed to the National Education Planning Commis
sion'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
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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,
Americans and Nepalese, concluded that USOM/HMG comprised of
joint efforts to
develop a corps of trained teachers for the country
had been successful, par
ticularly the participant training program, as
evidenced by the high
percentage of returnees working in USOM education
projects or in govern
ment administration. By December 1958, all education
lished with USOM assistance  the College of Education,institutions estab
Bureau of Publi
cations, 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 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.
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USOM's adult education efforts increased in scope under the Educa
tional 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 infras
tructure 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
instructional materials, including two supplemental readers,
publishing
in
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 benefitted 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 Tubercu
losis', "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
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copies of nine booklets, plus 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. Conrtinued USOM
support was required to maint in established program levels.

Radio Education
USOM's earliest forays into the realm of nonformal education focused on
adult education through radio programming. Rodio 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 program
ming was commendably innovative, and practical given Nepal's unforgiv
ing 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 resulted in the
establishment of a modest recording studio which began operatirag 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 and agricul
ture and on current events, USOM also provided 'assistance to Nepal's
fledgling radio station, Radio Nepal, in the form of buildings and equip
ment.
Unfortunately, the program faced unexpected resistance from the
initially enthusiastic HMG, which was reluctant to distribute multi-chan
nel 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 discus
sion, 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
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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.

Education Materials Development
USOM provided financial and advisory assistance for developing, publish
ing 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 respon
sibility was soon transferred to Nepal in hopes of building a local publish
ing capability. While this slowed production (local firms were not
equipped to handle the required volume), it reduced the amount of jirne
needed to communicate with and transport materials from India.
USOM contributed tremendously to available reading materials
through development of textbooks and instructional materials, adult liter
acy 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 devel
opment. While most growth during the decade was quantitative, by 1959
the framework existed upon which to continue developing qualitatively.
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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 systemn reaching
all over
Nepal.'

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
ened the journey to 50 minutes, but few Nepalis could afford to short
fly. The
country's internal transportation infrastructure was limited to 376
kilome
ters 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
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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."

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 princi
pally at the potential economic benefits of improved transport. A minimal
network of road and air transpo:L could reduce the isolation of economically
vital areas and expand inter-regional trade, as well as simplify the logis
tic 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. Travellers 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, begin
ning 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. Transportaiion 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

The 1950s

77

expenditures and constant, sophisticated maintenance. These realities
discouraged the achievement of USOM's optimistic early goals in the
sector.

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 agree
ment between the U.S., India and Nepal. The tripartite structure was
suggested by USOM when f:'nds became available through its Asian Eco
nomic Development Fund, a regional fund created to finance projects assist
ing 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 mil
lion 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 begin
ning by the assumpticn, shared by USOM and India, that Nepal was ready
to administer a highly complex and sensitive organization.
The RTO soon fragmented into comoonents, 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
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Rtxaul to Amlekhganj, which joined the Indian-constructed Tribhuvan
Rajpath to Kathmandu. Previously, the narrow, rutted track was trans
formed into a sea of mud during the monsoon; upgrading it provided
relatively easy land access from India to Kathmandu for the first time.

Regional Roads
Project
August 1959
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By 1959, the RTO's goals had been reduced to 28% of the originally
proposed road leagth. 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 Kath
mandu-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 kilo
meters of roadwork (grading, paving, or graveling), the majority of it
resulting in two-foot wide track. None of the roads connected major centers.
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To make things worse, $1 million in heavy construction equipment left to
Nepal's public work's department was soon being used in the construction of
the Chinese-built Kathmandu-Kodari road - a project USOM had rio
desire to support.

The Hetauda-Katnmandu 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.
The ropeway was intended to provide a dependable, economic, all
weather means of supplying essential items (primarily food) to the Kath
mandd 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 Kptlh
mandu 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.

Steel cable being carried into position during assembly of the
Hetauda-Kathmandu Ropeway.
Construction proceeded without major difficulties until a test run was
made in 1962. When the cableway was operating, all the lights in Kath
mandu 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 rope
way'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 rope
way received its greatest use as an alternative to the Tribhuvan Rajpath,
before the completion of the Bharatpur-Kathmandu road in 1981. Today it
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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 Telecommunica
tions 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 Govern
ment of India's principle role was supplying
housing facilities for the
USOM-prc- ided 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 Com
munications Media specialist, participant training,
commodities, equip
ment and local currency support. USOM also
supported Radio Nepal during
its formative years with assistance in construction
of a studio.
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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 mone
tized 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 open'ng 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 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 consid
ered the universally most effective means of maximizing economic devel
opment. These theories ignored Nepal's harsh realities - a low rate of
urbanization, an unskilled population, and a largely non-monetized econ
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omy 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 ar'isans and craftsmen in the basic industrial skills .eeded to
establish small industries. Management training and small loans were pro
vided to Nepali entrepreneurs to set up cottage and village industries and
businesses. 'JSOMcontributed 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 assis
tance. The Ford Foundation's original goal had been to revive Nepalese
crafts for export and sale to tourists. Tourism was however nearly non
existent at the time; less than 2,000 tourists visited Nepal in 1957. By the
time USOM began assistance, the cott3ge industry program had shifted to
an emphasis on more practical mechanical skills: traditional carpentry
and shoe-waking, and modern skills such as electronics and machinery
repair.
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Through its Cottage and Small Industries and Craftsman 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
econonic benefits of tourism, and requested USOM to assist in formulating
the first official tourism development plans. A contract technicin was pro
vided 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 mate
rial 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 Devel
opment Project, providing equipment and technical assistance to establish
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the Bureau of Mines. USOM sponsored construction of the Minerals Labora
tory Building, equipping it with modem instruments for mineral resource
evaluation. About a dozen Nepali engineers and technicians received train
ing in the U.S. under this project.
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 ruggea terrain. As of 1958, the project's major contri
bution 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 repro
grammed 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 cullection of indigenous
medicinal plants, to build foreign exchange income. The industry was
expected to produce $3 million in annual exports by 1%9. 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 1%1 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 Kath
mandu 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 coatinue
to be carried out.
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The NIDC
Nepali businessmen and investors of the early 1950s had no access to long
term industrial financing or technical/management consultativ;e 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 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 -,ther developing countries, the NIDC was to provide loan
capital to private investors for industiia! establishment and expansion; to
provide consultant services, management training and promotion; and to
advi-e HMG on industrial policy.
USOM provided technical consultants, local currency and commodity
support for operational support, and sponsored extensive participant train
ing for NIDC staff, Ministry of Industry and Commerce officials and
selected private industrial personnel. This final elemc at was crucial in
transforming the NIDC from a concept into an effective operating institu
tion. Training took place in-house, through various groups of advisors, and
also in the U.S.. Ramesh Dhungel, a former NIDC employee who is now
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.

The 1950s

87

By 1964, 60 percent of the technical sialf had received training and the
NIDC was an operating entity. Services included feasibility studies on
potentially profitable industries, assistance from trained analysts in estab
lishing 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 implemen
tation, 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, rther than to
support individual enterprises. By 1971 the NIDC had assisted the estab
lishment or expansion of over 100 enterprises, ranging from producers of jute
products, sugar, match and cooking oil to bus services and hotels. By 1987, it
was offering nearly Rsl40 million in loans, contributing to project develop
ment and providing a needed stimulus for industrial growth.
The NIDC remained Nepal's primary capital institution until the
advent of commercial banking in the nid-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.
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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 devel
opment and democracy strengthening programs, the framework for sustain
able 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 assis
tance model with an emphasis on institution building. The prcgram was
characterized by consolidation of projects begun in the previous decade, and
included only a few new initiatives. The plan, however, was never imple
mented, 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 ih 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 hodge
podge of activities was created with little consideration for their poten
tial 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,
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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 direc
tor, 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 was postponed once again
while the U.S. and other donors waited to see what form the new govern
ment 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 orddr 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
ievelopment. Hugh Wood quoted the King as saying in a personal inter
view in 1962 that he "took action to prevent a political disaster', and also
because "there had been no advance towards economic development in eigh
teen months".
In an effort to restore what he believed would be political and economic
stability, King Mahendra approve.I 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
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financial planning, while communities would be responsible for implemen
tation at the local level. The concept was idealistic, as Nepaiis 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
resotirces, a vital step in achieving attitudinal changes necessary for initi
ating and sustaining economic, social, and democratic political develop
ment.
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 a...inistrative 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, 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-maling process, King
MahenC'ra reconstituted the National Plaining 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, restric
tive policies and a general atmosphere of uncertainty discouraged private
.nd 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 ad ninistratiorn and
delivery of health and education services were spread nationwide, devel
opment activities focused on the more easily accessible Kathmandu Valley
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to achieve, as quickly as possible, the take-off point: which
according to economists was the point of no return, the poit after
which growth would continue unimpeded on its own initiative. To
achieve this point, inertia must be overcome, projects must be initi
ated, 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. Presidthnt Eisenhower's $15
million grant to Nepal in 1960 provided an additional resource to test this
theory.

?-! OOD FOR PEACE: Tu~IC.LAW 480
_111954, as the U.S. was expaning economic assistance to dot-elopiiig coun
tries throughout the world, the Agricultural Trade Developme t "and
iAct (Public Law 480) was adopted to promote economic devel
ough
Sw*
agricultural trade.,,Te prm t tecstates that it
~J~cyof the United States:
nfernational trade; to develtp :nd epand -xport markets for
Vitd States %riculturalcommodities; to-setFhe abun4nst agricultural
kltk ) U.S..;a combat hunger-and malnutrition atnd,1to encour
de !vop
rent in the developing, countries, with particular
.......
.n
assistance....
those countriis th
their own agriculturalproduction.

are determined.to improve

During the, 1950s, sales of surplus U.S. agricultural commodities to
India generated massive quantities of Indian rupees. While most was used
Ac~~dev ei lopment prAtsn ID s
ndianp
s
gram
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Ie i
~ i1/~eUruee to be uwe for eegzyfoo
into the Nepal p
0 chael surplus P1480 ru
8 ae in
h~160,Inda currency eirtdtruhF
'~hr'~g
diws used to purchase Nepali rupees to finance USAID~s local prat.
inexpenses and to provide local cost support for USAID projects; to cover
ots for Nepalese participants studying i Indian institutions; to purchas
equipment from India; and to cover transshipment costs of development
0.mmodities. In addition, the PL 480 Indian rupees helped HMG to meet 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 PL
480 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.
PL 480 Indian rupees funded a major expansion of USAID's program in
the early 1960s. Of $136 million in U.S. assistance commitments between

,o51and 1972, over 50 percent was !nthe form o U.S.-owned Indian rupeeA.
'he increased capital input did not have the in ended effect on o cnomi
prductivity, as Nepal's subsistence economy did not encourage such effortiN
nd much of the funding was aimed at non-productive activities such a
paiministrative and other recurrent costs..

In 1969, when USAID began reducing annual progrein levels and s~aff in

line with AID's worldwide retrenchment, USAID/Nepal'siPrgam b
reverting to dollar financing,. and local curreny support as rot~y
reduced. Washington mandated an increase in dollar financing and a redu4
tion in local currency support in an effort tb centrally control the program
mhing of funds: Indian rupees, which were not appropriated by the US'
Congress, were not subject to pregramming under AID's functional,account
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Ranking USAID Priorities
Between 1952 and 1967, U.S. assistance to Nepal totalled 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 Admin
istration (encompassing activities in general public administration, agri-
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culture, health, and education), Education and Training, Transportation,
and Special Activities (infrastructure projects, pilot studies, and surveys).
The nankes and relative importance of thcse accounts changed as eco
nomic assistance strategies evolved over the decade. For USAID, this
meant periodic recategorzation of its activities. In 1962, Government
Administration and Education and Training were top prioxities. By 1964,
USAID was focusin 3 on more directly productive activities as the means to
achieve rapid economic development, and hence accordeL-. Rural Develop
ment (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 adminis
trators, many of whom were implementing projects (a job now done primar
ily by contractors) as compartd 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 p),ojects. This met with
criticism from Nepalese, who would have preferred the money spant 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 wis mandated by Washington,
USAID/Nepal turned increasingly to PCVs, contractors, and former partic
ipant trainees to implement its programs.
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U.S. Assistance to Nepalese Administrative Reform
Public Administrdtion

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 subsis
terice level. To this raiher bleak situation must be added other
complexities such as the variety of ethno-linguistic groupings,
pooe communications, isolation, lack of transportation facili
ties and relatively weak and unsophisticated systems 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 io be achieved until govern
mient 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 ecortomic develop
ment activities; 2) assuming construction costs and operating expenses
for
HMG ministries, departments, government organizations, local administra
tive offices, post offices, schools, and libraries; 3) support for implementa
tion 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
decen
tralization 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), i,hich aimed to assist HMG in the 'develop
ment and implementation of an administrative system at all levels of
gov
ernment 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
devel
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opment, 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.
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 accountilg 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 collec
tion 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 under
take 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
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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 evalua
tion and implementation of development projects; and the Department of
Panchavat Training and Development, developed to encourage local lead
ership at the grassroots level. USAID assisted with the establishment of
many other irstitutions in the Kathmandu Valley and in rural areas to
train technicians and administrators in agriculture, health, and education.
USAID also contrib" -d to institutional development outside Kathmandu
by constructing zonal, district, and local administrative offices and by
training the staff to operate them.
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While 'in.service ' training aimed at middle-level civil servants;
USA]l s Management Improvement and Training project targeted the
decision-makers responsible for establishing and implementing polIc7. 1i
was thought that these participants could infuse the traditional admWsni*
trative 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 !
use a portion of U.S.-owned Indian currency to train Nepalese in Indln
institutions (43 percent of all participants were trained in India betweO,
1952 and 1990). This greatly increased the numbers of pricipants by rt5&-.
ing the cost and logistical problems of sending them to the U.S. An inpor
tant advantage was;tfat Indian training was often m.0re appropriate to
Nepal.
By 197,USAID had Whited its institutional development, focus from
r
in ie
of government institutions to
,
direct nancg
pant training. This was considered a more cosi-effective means of insltut
mAd strative reform and speeding up modernization. USAID es
-icipants' new knowledge was actually applied .by training
tf-F
employees on the condition that they would receive an HMG posifionJ i
their field of-study upon return.
T1he parficijt training program focused almost exclusively on"
public sector and thl educated ete and includedfew wom Ei
Valley (the In
cent of all participants were fronj the Kathmandu
,tural , applicants fro '
most
requirenIent prevented
language,
accepted), and as a .su. returning participants swelled the'alread
crowed rar3.s of the civ eervica in Kathmandu. Most prefered to rte
jobless rather than be posted to rural areas. Nepalese ecanomic, &
trative and social, traditions were in large pErt responsible for th
tations. Though, USAID's training program during the decade
significantly alter the nature of Nepal 's traditional -administrative
ture it played a significant role in alleviating some of Nepal's 'k
B Tipcier
Iconstraints.
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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 previ
ous 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 proportiona! to
the amount of activity and effort." This assessment concluded there had
been slow and generally unsatisfactory progre-s in crop disease control,
horticulture and livestock improvement. USAID concluded progress had
beei, 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 contin
ued 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
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innovation as a threat to their elite positions. USAID agricultural
advisors, however, felt farmers were not receiving the mczsage as there
was a lack of trained extension personnel. They felt the Village Develop
ment 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 agri
culture, 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 Agricul
tural Development Center, a "Grow More Food Campaign", an irrigation
project, and a fisheries prcject. 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% of its agriculture funds on recurrent costs of
the Ministry of Agriculture. Mihaly makes the point that this inflated
U.S. assistancc significantly expanded government operations and person
nel at a time when HMG had a limited income to financially sustain such
operations.
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Reformulation of AID Programming Priorities
When AID/Washington redefined its programming priorities in 1962, agri
culture per se was dropped as a programming focus. Activities were dis
persed into cross-sectoral categories of training, government administra
tion, 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 th? usefulness of research.

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 Agricul
ture administrative organization (particularly delegation of authority);
training and support for new agricultural extension workers; and encourag
ing 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, h,ping 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
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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 L.r'ated sufficient com
petence in technical agricdltural sections of the DOA to backstop agricul
tural extension and support a&6-icultural development in general. However,
the following comment about the livestock program indicates nagging
doubts .n USAID about the sustainability r.f such programs without USAID
support:
The L.S. contribution to the activity represents practiLally 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 fiorn agricultural
research to agricultural extension, USAID began assisting the Ministry of
Agriculture in creating an effective Agricultural Extension Service. In the
late 1950s, some 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 administra
tors. Other participants who had received U.S.-funded B.S,. training in
Indian agricultural colleges were assigned as zonal extension supervisors,
district agricultural development officers, and instructo's in the Agricul
tural 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 (JTAs) to act as
farm-level extension agents in districts.
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Support for Agricultural Systems Management
USAID supported several agricultural activities under AID's Government
Management and institutional Development priority, including participant
training in agricultural iields 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 Foun
dation 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. Occupa
tion, 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 Founda
tion's Economic Advisory Group provided guidance to the Ministry of Eco
nomic Planning and the new Department of Land Reform for implementing
the ARA program in selected districts.
Although USAID had joined in pressing for a land reform program, it
doubted the potential effectiveness of the ARA program. An AID agricul
tural 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:
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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 rechnical capacity of the country.
The diversity of steps proposed ?ndangers the achievement of the
real objective of the ARA, namelt control of rental rates, protection
of tenancy rights, splitting up lirge holdings and redistribution of
land. The [team].. .considers it ,.1visable to...apply simple methods
which are adequate to the presen conditions in the country.... The
Government will need to take a determined stand to overcome any
resista:nce 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 tc; development of
agricultural credit institutions as an alternative strategy "to break the
cycle of feudal land Itenancy and debt repayment problems of Nepali farm
ers". 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 reset
tlement 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 - reilected 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 cautioned that staff and
funds should be concentrated in a few districts promising the best results.
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Mid-Decade: Refocusing the Agriculture Program
Rural Development Division
Ir. 196.. 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 Administra
tion 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 Kath
mandu orientation. Using the new USAID helicopter and STOL aircraft,
some senior and nid-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 devel
opment back to top priority for USAID and HMG. First was strong criticism
of USAID's agricultural prcram 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 eccnomic 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 impor
tant 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
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to do better almost exclusively within the framework of their existing
technology.'
The AID team also inv .,,..ed 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 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 con
centrated 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 exten
sion program had carried out a special "Grow More" activity, with demon
strations 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 conser, us of insufficient progress was apparent again the
following year, when the AID Mission disagreed with a departing exten
sion 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....
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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 under
scored the need for a revised agricultural development program in Nepal.
Its impact led USAID and Nepali planners to define a key development
problem in Nepa!: 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,
cor , and wheat - a primary investment goal. A secondary goal was estab
li,3hment of an improved grain distribution and storage system to provide
surplus Terai grains 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 tradi
tional 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 agricul
tural cievelopment models had tended to minimize the rationality and
complexity of farmers' decision-making, including their adoption of new
technologies.
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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 Divi
sion, 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. advis rs, 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
divers;: Nepali audiences, enjoying the confidence of many Nepali decision
makers. In addition, Agronomy Advisor Dr. Glen Johnson's 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 areas of HYV production. The ambitious objective was to
increase cereal production by 12 percent from 1966 to 1970. Specifically, this
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would require suLstantially increased rice and maize production and intro
duction 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,
m,.re 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 Founda
tion in India. The project emphasized out-of-country training for agricul
tural researchers and e:.iension staff. Most USAID-funded technical train
ing in the late 1960s took place in Indian universities, where the U.S. had
already made considerable investments in technical assistance and schol
arships 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 Bhairawa. 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.
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
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training, farmer field days and field demonstrations, and provided neces
sary 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 tech
nicians. 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 disci
pline, and to expand its support to individual farmers rather than restrict
ing its services to the organizational and political needs of the coopera
tives. 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
cooperaives 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 Devel
opment 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 Agricul
tural 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 indi
vidual 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 tacility in Kathmandu.
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Problems and Program Refinements
In spite of $4 million invested in the Food Grain Production Project through
1968, farmers were not increasing -ereal production fast enough to reach the
target of a 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 organi
zation, and urged USAID to contract another U.S. "expeditor" to help ASC
improve fertilizer and seed distribution programs. A former USAID agri
cultural 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.
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An earlier 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.
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.
On.e problem at the end of the 1960s was the competition between
various donor agricultural projects for the 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 develop
mental institutions such as cooperatives, credit providers, research
stations, extension, and land administratio- at the district levels, USAID
supported establishment of District Agricultu..d Coordinating Committees,
bringing together relevant agencies and headed by the Chief District
Offcer.
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
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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 a, ')ve. Effective coordina
tion 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 Product .on Project, it is
generally agreed this was the period when effective slat, -n 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 agricul
turists 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
centers including IRRI, CIMMYT, and the Rockefeller Foundation in India,
providing access to improved genetic material for adaptive testing. Thir
teen 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 "ingetting 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 agriculturists were learning new
skills and new roles. Out-of-country training furthcr drained an under
staffed research and extension system. In addition, there was the continu
ing challenge of decentralizing' research efforts and posting weli-trained
young men to remote research stations. In 1970, of 114 college graduates in
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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-Ill
IV
V
VI
VII
Total
prior to 1970 1970-75 1975-80 1980-85 1985-90
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 institu
tions 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 be.ginning 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: fertil
izer sales from less than Rsl.O 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
Rsl,145,000 (USDA, 1973). The volume of Agricultural Development Bank
loans increased from RsO.9 million in 1963 to Rs52.7 million in 1970.
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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.
USAID's agricultural program in the 1960s focused on increasing cereal
grain production by increasing yields of rice and malz( 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.
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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 !n 1965 to 226,000 in 1970, and pro 'tion (see previous graph)
increasing 'from 126,000 to 265,000 metric tons. About 34 percent of the wheat
land was planted with improved varieties (see page 209), which could
produce four times the yields of local varieties. Although wheat produc
tion 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, AiPP 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
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farmer yields did not appreciably increase during the late 1960s. Rice
production area (see previous graph) increased modestly, from an esti
mated 1,101,000 hectares in 1964/65 to 1,173,000 hectares in 1969/70, with
an estimated increase in production (see page 120) 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 require
ments were complex (see page 208). 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.
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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?
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 *o 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 Iumber of
field visits and developing his analysis of the situation. ie thought
certain factors weighed in favor of U.S. assistance. First was strong support
by King Mahendra, who considered the Panchayat system "a -ehicle
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 durii~g 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
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administrators, many experienced Block Development Supervisors and
Village Development Workers, should not be dispersed to technical
ministries but should be rechannelled 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 during 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.
USAID Input In Defining the Panchayat System
The decision favoring U.S. support also meant HMG had the able assis
tance 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 responsibil
ity for both the new Panchayat Ministry and the Home Ministry. The
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Development Ministry was then abolished, and Village Development
Service personnel were transferred to the Department of Panchayat Devel
opment 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 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

126

Four Decades of Development

the "grand experiment" first set in with the refusal of the central govern
ment 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 inter
esting 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
* '. representatives feared sanctions if they spoke frankly or acted
boldly in support of local development. A USAID Junior Officer (Cluett,
1968) noted that "the morale and level of productive activity of formerly
strong, active workers in the Panchayat experiment is at an extraordinar
ily low ebb.' In his 1967 close-out report, Cool described this process as the
reconstitution of the authority of the Bada Hakim (traditional governor)
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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 devel
opment 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 pre
pared for this type of accounting; nor were HMG ministries. This, combined
with basic policy conflicts over direction of the Panchayat Dcvclopnment
Program, led USAID to terminate the grant-in-aid component early. Theo
retically, 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 mindstries. 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 rcduced 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 distrit civil servants, and providing technical assistance in develop
ment phinning and implementation for selected district and village pan
chayats. The first component included construction of facilities and institu
tional strengthening for four Panchayat Training Institutes at Rampur,
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Nepalganj, Jhapa and Jawalakhel. It also included mobile training activi
ties and national panchayat conferences to bring local leaders together to
discuss local development issues.
In the second component, USAID Junior Officers (JOTs) and trained
Peace Corps Volunteers (PCVs) 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:
Com, ";ng evidence sugge,± i 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 USAIDIN 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
PCV 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 Devel
opment activities at village and district levels. A summary of this period
by the Peace Corps/Nepal Director (Morgan, 1969), characterized the first
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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, is 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 successes to their
director and USAID. To the end of the decade, they made thoughtful,
pragmati- suggestions on how to restructure Panchayat Development activ
ities 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 author
ity" 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 orga
nize 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
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was leaving Nepal. Findings were summarized by Cool (1968) and were
used to clarify USAID's view of local-le-vel probiewu t.- mnaging devel
opment.

What Was Accomplished?
In 1967, USAID officers tried to sum up the impact of the Panchayat Devel
opment 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: 2,0(Y) village meeting houses and community
centers; 4,800 kilometers of toads and trails; 2,400 kilometers of small irri
gation projects; 1,630 small bridges and culverts; 1,600 village wells; and
1,600 other schemes such as schools, ponds, and godowns. Between 1963 and
1967, the training program reaclied 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 sustain
able 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 democ
racies' adapted to "local culture" was largely untested and conceptually
popular with Western intellectuals and donors, as well as citizens of
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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, confer
ences, 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.
Jolm Cool emphasized (1967, 1968) that the Panchayat system laid a
foundation for involving rural Nepalis directly in development decision
making, although this process was n.!ver fully realized. The system in
operation in the late 1960s fell short of the original vision, but project
inputs did result in a significant numbei of trained central government
officials recognizing responsibility to work 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
a' 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 ?anchayat system (1968):
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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 respon
sive 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 insti
tutions 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 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.
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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 USAIDIN and Embassy policy-makers have appar
ently 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 USAIDIN the
Panchayat Project is viewed as a rather minor activity among more
important projects and, more specifically, USAIDIN technicians
fear that the success of their projects vary inversely with involve
ment 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.

134

Four Decades 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 addi
tion 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 hea-th assistance continued the previous decade's empha
sis 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
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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 consolidat
ing 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 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 renova
tion of 13 health centers and 14 hospitals throughout Nepal. Assistance
included funding for building construction and renovation, personnel train
ing 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 ho',Dital 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
The Water Supply Development Project, initiated inMay 1960 under
USAID' 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 .ith water supply distributiont systems, and a team of HMG
engineers was trained in well-drilling techniques.
An ambitious 15-year nationwide Health Education program origi
nally 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
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eight-year duration, a basic staff of Health Education specialists was
trained. Some worked in public health programs like Malaria and Small
pox 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 opera
tional 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 Expedi
tion hired over 600 porters to carry its gear to Namche Bazaar. The porters
brought smallpox as well, carrying the disease tip the trail and back to
their home villages. The Nepalest 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 Anerican Pharmaceuticals
had reached Nepal and were being distributed to local health 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 seivices nation
wide. 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 inchlded the integration of separate health units like the
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NMEO within the Department of Health Services, and the decentraliza
tion of services - themes which have continued to the present day. In its
broadest sense the project sought to develop a method of funnelling 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 chroric 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 Educa
tion, Maternal and Child Health, 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 availabil
ity of funding and personnel.

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 math
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ematical 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 du ng the mid-1960s as
a critical clement 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
1%6, recalled in a 199') interview: "Iwanted 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 train
ing." 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 particu
lar 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 alloca
tions for family planning constituted ab - 5.5 percent of total health and
population funding. By 1978 this figure
sen 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 immigra
tion into the Terai. The government's main population policy through the
1960; was resettlement from the overcrowded Hills to the Terai. This
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altered 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
appreciatedjust 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 encour
agement 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 strate-f 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 infrastruc
ture.

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 surged 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
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control has brought immeasurable benefits to Nepal, reducing human suffer
ing and improving economic efficiency and production and general well
being. The considerable advances achieved in the Terai over the past few
decades were built on the base provided by malaria control.

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
of
Development. Though it was originally placed in the sector as a matter
role
significant
a
played
administrative convenience, malaria eradication
in opening new land to agricultural development, and.thus was considered
integral to overall rural development.
USAID resources were channelled through the Nepal Malaria Eradi
all
cation Organization. USAID provided advisory teams of technicians,
participant
overseas
drugs,
anti-malarial
DDT, spraying equipment and
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 partic
ipant 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 NMEO'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 Lrvice infrastructure to continue maintenance operations after the
major goals nf 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
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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 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
NMEO'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. Pre
liminary research also included assessing the frequency of malaria, the
particular types of mosquito carrying it, and the best way to go about spray
ing. Political pressure to speed up spraying continued, but the NMEO, insti
tutionally 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:
* preparatory: geographic reconnaissance, organizational establish
ment and training;
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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 under
taking 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 I 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 front 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 replace
ment parts for sprayers to arrive from the U.S., wo:'kers improvi3ed parts
from local materials for one-third the cost.
The transportation of tokis of insecticides to remote areas involved the
largest supply movern-tents ever seen in Nepal up until that date, since
rivalled 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 malar
ial 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, slee'
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ing in the midday sun on a grassy field, walking through the early morning
dew. Efforts had been made as earl-, as 1957 to explain the mosquito
malaria transmission cycle. Mainly, though, "we just told them the spray
ing would stop malaria," Cowper said. "And it did."

An employee of the Nepal Malaria Eradication Organization
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
hadc 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. '[hie NMEO'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
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areas, the malaria worker was the only government worker villagers ever
met. No other USAID project of the era equalled the direct impact upon
vast numbers of people that the NMEO achieved.
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 coun
tries.
Eradication of malaria was achieved in about 50 countries, proving the
technological feasibility of the goal. However, an international reasse3s
ment in '1969 suggested that complete eradication was perhaps inappropri
ate in certain situations. In Nepal's case, the continuing possibility of rein
fection from India makes eradication difficult to achieve, and even more
difficult to maintain. From a cost benefit viewpoint, .he value of eradica
tion 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 LISAID Project Appraisal Report written in 1969 suggested the
malari. 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 impor
tance, however. USAID was anxious to lessen the NMEO'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 tile eradication drive. In 1971 the NMEO
changed its goal of complete eradication to the objective of maintaining
conr,!. with full USAID support in the ensuing reorientation.
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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 aalaria 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 Lnade 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 crops 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 Trai's annual p-pulation increase was the highest in the country, out
stripping 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
Districts of Nepal
1967/1968
OIL SEED
WHEAT
PADDY
Metric
Area
Metric
Area
Metric
DISTRICT Area
Tons
(Ha.)
Tons
- ta.)
Tons
(Ha.)
1,500
4,000
2,550
2,550
22,028
Makwanpur 9,900
8,850
15,000
3,675
3,500
45,450
22,500
Chitwan
1,250
2,500
7,012
8,500
51,150
31,000
Nawal
Parasi
918
1,800
9,250
10,000
106,395
Kapilvastu 61,500
1,872
3,900
9,600
12,000
105,600
Rupandehi 64,000
2,280
3,800
175
175
23,650
11,000
Udaipur
474
930
4,500
5,000
59,040
36,000
"arsa
17,444
28,069
36,662
41,725
413,313
235,950
OTALS
1987/1988
OIL SEED
WHEAT
PADDY
Metric
Area
Metric
Area
Metric
Area
(Ha.) Tons
Tons
(Ha.)
Tons
(Ha.)
1,070
1,770
10,040
6,200
31,07')
Makwanpur 12,640
22,600 14,690
11,920
8,640
87,650
28,500
Chitwan
6,300
6,610
17,810
12,720
81,810
35,260
Nawal
Parasi
1,100
2,200
32,430
26,580
135,300
Kapilvastu 71,150
2,640
4,400
28,170
23,480
158,410
Rupandehi 69,100
2,740
3,920
3,850
3,500
19,070
10,930
Udaipur
2,420
4,400
17,160
14,540
137,780
46,320
Parsa
39,960
45,900
121,380
95,660
651,090
261,260
TOTALS
Data provided by USAID's Agriculture Office, S.R. Bairacharya, June 1990
Notes:: Makwanpur: Highly malarious area; controlled to low endemicity by mid-1950s
Chitwan: Rapti Valley area, 'Blackwater Valley' (Kalopani)
Nawal Parasi: Endemic malaria. New settlers mid-1960s. Forest fringe cleared.
Kapilvatu: Large scale settlement at forest fringe after malaria controlled; specifically
targeted by AID malaria assistance
Udaipur: Highly malarious area - controlled by mid-1970. Hilly terrain
Parsa: Highly mala:',,is forest fringe. Large scale re-settlement and clearing
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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) anj 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 iesettlement
program to open the Rapti Valley for settlemem 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 , - on the
hillsides and would come down to farm the valley in the day, but went
Lack 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 malar
ious) 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 oi he 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 fanlies werec relocated
through official resettlement programs. The spontaneous unofficial migra
tion was enormous. The World Bank estimated between 1961 and 1971,
400,000 settlers migrated onto 72,000 newly cleared hectares; other esti
mates 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
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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.
Beyond its role as the agricultural ricebowl of Nepal, the Terai's prox
imity to Indian markets and supplies make it the nation's industrial heart
land. Over 3,200 industries are located in the region, with investments
totalling three billion rupees and an annual output of five billion rupees.
Figures from 1985/86 indicate the Terai contributed total revenues of Rs793
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, wii, 15 of its 20 most
densely populated districts and the majority of urban cent, --.
The major negative result of the Terai's transformation was the ecolog
ical 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 ald
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 motiva
tions will support and maintain sustained development.
-USAID Development Assistance Program, 1962
A growing awareness of the role of economic growth in national develop
ment 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 il. 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 edu
cation 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 deveiopment 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 sub
stantial training components to other projects. Government Administration
and Rural Development became the top Agency priority in 1964, but Educa
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tion 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 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 Educa
tion, 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 voca
tional 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 build
ing: assistance was provided to the College of Education and its Laboratory
School, five Primary School Teacher Training Centers, the National Voca
tional Training Center and its Demonstration Multipurpose High School,
and the Education Materials Center.
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Financing Education Development
USOM's education program in the 19 50s had been successful
of its willingness to commit substantial financial and technicalpartly because
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 totalled only $395,000
between 1961 and
1963. However, assistance levels increased dramatically
from 1964. USAID
spent nearly $12 million on nine education projects between
1%1 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 world-wide and began phasing out
the use of Indian
rupees in favour 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
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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 partic
ipated 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 imple
mentation of education policy. USAID assisted the Ministry of Education
by training local-level administrators. By mid-decade, one education
u. ficer and district level education officer were po'sted 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 appro
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priate for Nepal. Though traditional administrative practices
continued
inhibit broad-based innovative approaches to education development, to
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 ot primary school-age children were
attending 7,256
schools.
Remarkable quantitative gains had been achieved. USAID
to improve the quality of primary education by financingnow sought
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,
publica
tion 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 class
rooms for numerous existing primary schools.
Despite early attempts to standardize the primary school
there were still at least six different types of schools operatingcurriculum,
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.

Four Decades of Development

156

Number of Primary Schools
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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 matke use of their training
and remain in the profession. The number of prmary teachers steadily
increased over the decade, until by 1970, Nepal had 18,674 primary teach
ers, 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 Cen
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ters, one in each of the five development regions. The centers offered one
year of teacher training to students who had completed secondary school.

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
betweei 1961 and 1967. Beginning with the establishment of an experimen
tal 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 c: 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 p...uticipate in economic
and social development. Neither took into account prevailing attitudes
towards bcondary education, which was generally regarded as a means to
gain employment in prestigious non-agricultural urban prof,-ssions. Those
able to afford a secondary education generally sought civil service posi
tions 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 crafts
people 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. Evalua
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tions 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 voca
tional training for secondary level graduates. Planning for the National
Vocational Training Center (originally the Kathmandu Techncal Insti
tute) began in 1959. Buildings for the NVTC and its Demonstration Multi
purpose High School, located at Sann Thimi, were completed in 1967.
USAID financed the planning and construction of facilities, while HMG
furnished land and personnel.
US/iD 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 agri
culture and industry. Programs were also established in home economics and
business educajion. 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.
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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 demonstra
tion school and at experimental Multipurpose High Schools. These trained
secondary teachers in order to reorient the curriculum toward a more practi
cal 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 tech
niques, for instance, was considered demeaning for an urban teacher. Obvi
ously, it was not enough to introduce new teaching methodology. What was
called for was a more basic change in values and attitudes, reorienting the
elite to accept vocational occupations as essential for national develop
ment.
STEP: Educational Innovation
In 1969, USAID became involved in the Science Teaching Enrichment
Program (STEP), an innovative effort to improve secondary students' learn
ing of science and scientific methodology. STEP emphasized content-based,
hands-on student experimentation with topics relevant to Nepal such as
agriculture.
Tile STEP concept originated with a Peace Corps Volunteer who had
taught science at a USAID-sponsored Multipurpose High School in Birguij.
In the mid-1960s the Peace Corps, in cellaboration 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 Educa
tion. A full-time science specialist from USAID was assigned to work with
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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 micro
scopes 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 class
room development and construction of furniture for schools where STEP was
being implemented. A similar model for teaching secondary level mathe
matics (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 pro
grams. 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
Materials Center,
broadcast weekly
education between

had been produced and distributed by the Education
and a radio education program for adults was being
over the radio. USAID contributed $168,000 to adult
1961 and 1967.
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Education Materials Development
The multi-purpose Education Materials Center (EMC) was established in
the mid-1960s with technical assistance from the SIU team under contract
to USAID. The EMC originated in the late 1950s as a poorly housed educa
tion press attached to the College of Education. The Publications Division
was responsible for production of primary textbooks and instructional mate
rials. 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 develop
ment, 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.
One criticism of the EMC was that it was responsible for too many
aspects of text production, requiring a skilled administrator to coordinate
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the diverse activities. HMG's practice of periodically shifting adminis
trators 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 Mir! stry of Education, with USAID support, achieved its goal of
creating a totally Nepali curriculum and a textbook production and distri
bution system rated "superior for a country of Nepal's level of develop
ment.' Between 1961 and 1967, USAID spent more than $2 million on educa
tion materials development for the p; imary and secondary levels. The
EMC currently publishes and distributes 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 Tribliuvan 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 institu
tions and the skilled manpower to operate them.
During the decade, educa
tion policy was increasingly influenced by Nepalese
trained in the U.S. and
third countries who had returned to assume influential
positions in educa
tional administration, and began actively influencing
policy decisions.
USAID had helped establish the institutional capacity
within HMG to
plbn and implement c iucation programs on its own,
setting the scene for
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reduced levels of U.S. involvement in education development in the next
decade.

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 kdiometers per year between 1965
and 1972. Britain, the USSR, India and China all supported the construc
tion 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 Programmaintained that Nepal's econ
omy 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 stimu!ating the supply of roads.
Either agricul:ural 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
massivc 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 a lesser degree
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of financial inputs than roads, and became a focal point of U.S. transporta
tion 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
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 capitad 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 constru:
tion. USAID co. ributed a team of advisors, overseas participant training,
commodity and ;ocal currency support for administration services and
construction. The project improved many short roods in the Kathmandu
Valley, including the Dilli Bazaar, Baluwatar and Maharajgunj roads,
and constructed a bridge over the Dhobi Khola and two spanning Bagmati
River (one in Baneshwor, enroute to the airport; the other near Gokharna).
Assistance also went to improving ar.d expanding the R .pti Valley
Road linking Hetauda and Bharatpur. An unusual element of this effort
was a current-operated ferry across the Narayani River, linking the Rapti
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Road with the jeep track to Bhairawa, at the time reachable only through
India. The ferry was also intended to serve as a link in the planned EastWest 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 Develop
ment 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 depart
ments, and shifting to a less direct, more supportive role.

Tie USAID-finded 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
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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 !ocal
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 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
replied that a dozen would be sufficient for the first sites. Presciently, he
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 conscious
ness. 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 matel'ials
and Nepali labor.
Organizational difficulties impeded action for several
years. HMG's
responsibilities - to determine sites for the bridges
and organize and

168

Four Decades of Development

arrange labor and supeivisors 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 waL 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 disappoint
ing 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 future projects,
Toni Hagen pointed out that benefits could have been magnified by
manufacturing standardized bridge parts locally rather than importing
them from the U.S. Existing capacity is proven by the iron bridges
constructed in Nepal as early as the turn of the century.

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-building to developing Nepal's internal
air transport system as a means of complementing road construction and
uniting the far corners of the country. Road construction in Nepal had
proven to be difficult, time-consuming and enormously expensive. Aviation
as'istance 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 KathmanduPokhara from six days to 45 minutes, and for the amount of money it took to
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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's
PatnaKathmandu service. These flights landed at tile Kathmandu
airfield,
known as Gauchar Airport (developed by India in 1954) until it
was chris
tened 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 Ilimalavan Aviation, another
Indian
company, began irernal flights. In 1958 1MG took 51 percent interest
in the
company and established Royal Nepal Airlines Corporation.

The Kathmandu Airport: RNAC's 'fleet of aircraft
Beginning the following year and continuing through 1974, USAID
channelled over $8 million into developing Nepal's aviation
capacity
under the Aviation Development Project and the subsequent Airport
Devel
opment Project. Communication .nd navigation equipment was provided
for
Gauchar Airport and six other airfields around tile country. The
project
financed improvements of nine existing airfields, funded training
of RNAC
officials and operators and tile construction of airfield buildings,
including
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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 th'? 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 mininum level of communication to permit it to
function as a nation".

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 channelled into industry and
private enterprise. Assistance to the NIDC and other early enterprises was
partially motivated by the desire to establish infrastructures necessary to
support this anticipated shift. By the latter half of the 1960s, planners
were realizing Nepal would remain a predominantly agricultural country
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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 statemont in
February 1960 guaranteeing exemptio from taxes. The Second Plan in
particular highlighted economic development, with emphasis on trans
port, communications, and hydropower. But weak policy implementation
and a general atmosphere of uncertainty tended to disceurage 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 PreManagement Training Project administered through the NIDC provided
management training to over 100 college graduates and business representa
tives annually from 1960 through 1967 in an effort to increase the manage
rial pool. By 1971, over 120 long-term participant trainees sponsored by
various programs had returned to Nepal and were applying their knowl
edge in industry.

Natural Resource Surveys
Of all Nepal's natural resources, forests were considered to be the richest
and most easily exploitable. USAID show;-d great interest in developing
sustainable forestry-based industries during this period. The Forest Inven
tory 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 species
and condition for much of Nepal. A Forest Soils Laboratory was also estab
lished for experiments in tree planting and erosion control. Statistics
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obtained from the inventory were used to develop Regional Forest
Maragement plans selecting timber-cutting areas in order to efficiently
utilize resources on a sustained yield basis. The project's greatest accom
plishment 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, techni
cians, 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 -letaudaand five production
centers. U.S. advisors trained crews in sawmill operations, maintenance
and 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.

The USAID-funded Hetauda Sawmill
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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 1 960s, assisted by several
donors. In 1961, USAID's
Hydrologic Investigations Project began a nationwide
evaluation of the
country's surface water resource potential. The project
introduced a continu
ous 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 tech
nical 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, providing
basic input for plan
ning 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 poten
tial 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 Groundwater
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 investi
gations, and well-drilling and scientific equipment
was provided. Logisti
cally, 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
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basic infrastructure was a major bottleneck in private sector development.
Industrial districts offered the possibility of developing and offering neces
sary 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. .- 1990 Nepal had ten
industrial districts in various locations, with more planned. Altogether the
industrial districts and their client industries employ 10,500 people and
have an investment of about 108 million rupees. Balaju remains the largest,
with about 80 industries employing 3,500 workers. USAID also supported
the Hetauda Industrial District, which opened in 1964.

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 incep
tion in 1%0, 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 distribu
tion rather than generation, in order to help Nepal best utilize the new
capacity. Assistance was largely financial, directed towards local costs and
supporting HMG ,-nerational 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 th'_ death of King Mahen
dra, espoused many of the same political and economic development prin
ciples 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 through
out the country. HMG attempted to decentralize planning and fiscal respon
sibility, 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 assis
tance during the first two decades was considered a relatively straightfor
ward matter, by the 1970s it had become a more complex issue. Assistance
no longer involved a series of isolated inputs, but rather an interrelated
c!uster of carefully planned and integrated activities. The 1970s were a
time of shifting paradigms in the development world. During this transi
tional 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 Stratcgy) prepared in December 1968 to suggest a support
strategy for the upcoming Fourth Plan. It recommended that USAID:
epace development programs and projects according to HMG's ability to
implement and administer them in consonance with its manpower
and financial resources
*focus projects in line with HMG priorities;
*assist HMG to develop its management capabilities in order to im
prove its ability to raise and spend funds;
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cluster development efforts in districts or regions to integrate adminis
tration and delivery of government services; and
obalance efforts betweeit the Kathmandu Valley, the Terai, and the
Hills for a more equitable distribution of benefits.
These themes were in line with AID's global assistance strategy intro
duced 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 USAID in 1969. He would remain to guide
the U.S. assistance program until 1974.

New Directionsin 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 character
ized the previous decade. AID'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 devel
opment by "maximizing employment via labor-intensive economic activi
ties, and insuring access of the poor, usually small rural produccrs, 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 fosLring agri
cultural 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.
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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 devel
opment helped explore the most effective and efficient
means of reaching
Nepal's rural population.
USAID's program began to incorporate the New
only after Samuel Butterfield arrived to head theDirections legislation
Mission
Butterfield was uniquely suited to carrying out implementation in 1976.
legislation; before coming to Nepal he had served as Associate of the new
Director for
Technical Assistance with the Working Group on Rural
Poor in Washing
ton, D.C., which determined how to implement New
Directions legislation
worldwide. Partly due to the lengthy project preparation
and evaluation
process mand~ited by AID, progress was again slow. Not
until the end of the
decade were USAID's first comprehensive integrated
projects like Resource Conservation and Utilization rural development
and Rapti Integrated
Development ready for implementation.

RECOLLECTIONS Gf NEPAL
Carter Ide (USAID Director, 1969 to 1974)
The general atmosphere throughoutmy tour in Nepal
was one of open
armed welcome. Along with the Indian Aid Mission,
we
tionately larger role in the aid community than other played a propor
donors. The U.S.
represented a kind of Third Force , another option
to the bilateral
relations of Nevrd witii India and China. I had never
worked m a political
environment as free of U.S. self-intarest. After serving
India, and Pakistan before coming to Nftpal, I felt in Latin America,
liberated from the
mdlitary, trade and business constraints, and from Presrdents
and Secre
taries of State given to "tilting": in some direction or othe{r.
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 o follow the textbooks on
selecting priorities of
genuine developmental impact.
Bythe end of my tour the scene was different. Many
initiated substantial aid pricgrams, and nearly all UN oter countries had
ageiies came to be
represented (even the maritime experts were there
to advise the Nepalis
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6n a ship they had bought to carrytheir own cargountl it foundered),
Coordination of aid programs becawne 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 Ifew 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 advi
sore 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 aban
doned them arid what should they do with the forestry or geological
survey equipment gathering dust in 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 U.N,
Resident Representative, but seldom got down to sufficient detail to prevent
duplicate requests and redundant efforts. Since Nepal was such an attrac
tive 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
with
larger splash, as with construction of the Central Statistical Office, ....
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, USAIL 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
se c job-related skills that justified their training at the time.
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U.S. Economic Development Assistance
New Directionsin 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 cst benefit ratio. The objectives
and feasibility of strategies had to be clearly understood by both AID and
NepaI-se decision-makers.
The proposed 1972 USAID budget pointed out that Nepal's develop
ment had reached a critical point. In previous decades, almost any devel
opment 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 avail
ability of resources, and HMG's ability to effectively utilize resources.
Disappointed by minimal returns from some development efforts, AID
hoped that more realistic design would make future projects socia.iy and
economically soud 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 teamrs evaluated ongoing USAID projects, undertook assessments of
Nepal's ueeds in agriculture, health, arid 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 plarudng
in ensuring effective projects, as well as :he importance of project monitor
ing 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. contribu
tions. Reduced levels of assistance made USAID programming more selec
tive. Increasingly, it was directed toward activities directly benefitting
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 communi
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cations 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 !i-king the Hills and Terai. The
goal was to foster a more equitable distribution uf 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 transpurtation and
communications were relatively good. The 1970s saw increasing recognition
of the need for more development investments in the Hills, where a major
ity of the population resided 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. assis
tance 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
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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
develop
ment, mainly by improving delivery of government services in
the Hills.
Whereas USAID had proided 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.

USAID/PEACE CORPS COLLABORATION IN NEPAL

Long before interagency coopfation.was mandated in 1979, USAID/Nepal

4 the Peace Corps wew utftwng one another's technical, cultural and

ncl
re, rces to supplement program objectives. Since the Peace Corps
established its first program in Nepal in 1962, Peace Corps Voluntoer
(PCVs) have tssisted USAID projects in agriculture, health, education,
and infrastructure development. Many others have collaborated
on
infoimal basis through their work in USAID target areas. PCVs an
have
played a pivotal role, supplementing USAID's technical expertise
with
t
gieec
andknowledge'.Cuenty, more than 120 PCVs
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4
in activities undei-UMXIY.Agriultural Research and,l~ auc
Wiat
Developmenr
Forestry
~Rapti Development, Institute'of Forestry,
Child Survival Family Planning Services projects.
Collaboration between the two agencies was originally discourabed" is
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
finiancial 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 Niw Directions
legislation shifting AID's emphasis from macro development (through
policy dialogue and institutionbuilding) to projects targeting the rural

poor.

, The New Direrti-iislegislation pushed AID into areas the Peace Corps
had been working in for years. Despite obvious parallels in terms of devel
opment objectives, it was not until the late 1970s under the Carter adminis
tration 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 reidized that they shared a common purpose. Though the devel
opment mechanisms are different, the objectives are ultimat .y 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 implem "ted by PC sin
conjunction with rural communities. The Small Project Assistance Prograi
in Nepal is administered by the Peace Corps through HMG's'Sociil
Coordination Council. Under the program, USA!D
Services
currently National
supports 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
support a wide range of training sessions and conferences to promote a
P
brader understanding between USAID and Peace Corps. Desite
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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 contribu
tions 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 givn mostly
as grants. Despite the potential for thi3 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 priori
ties. The forum, however, was used mainly to disciss 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
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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 infrastruc
ture, 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 moderniz
ing 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 corpo
rations 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 pioblems, 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 plan
ning, monitoring, and evaluation procedures, better mobilization of human
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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 Kiag, Birendra. The plan deemphasized
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 deemphasized infrastructure development and focused
on increasing national output (particularly in a-riculture). 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 agri
cultural production, forcing planners to focus on tlhe long-term implications
of Nepal's rapid population growth.
USAID noted that to increase productivity, HMG would have lo ensure
access to minimum basic services:
Both improved health and education are determinants of the
quality of an essential development input, manpower - without
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qualitative improvements in Nepal's manpou,i resources, produc
tivity 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 education). Other projects aimed at
improving the technical capacity of HMG personnel and institutions, insti
tutionalizing 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 adminis
trative resources....
-AID Assessment Team, 1968

Nepal's Administrative Capacity
In 1951, HMG administration was staffed by apnroximately 7,000 officials.
By 1973, the civil service had expanded to 5 ',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 cf 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 evalu
ating Nepal's five-year economic plans. As part of the eeform measures, the
Foreign Aid Division of the Ministry of Finance was reorganized to handle
project planning and monitoring. In addition, planning cells were created
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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 reform, by 1979
there were a total of 21 ministries in addition to the National Planning
Commission, with roughly 45 subordinated departments, of which 30 weire
engaged in economic and social affairs. By 1975 there were 60 public enter
prises. 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 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 adminis
trative 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 govern
ment 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 administra
tive, manpower, and budget resources. Most foreign-aided projects required
local contributions, presumed HMG would assume maintenance responsibili
ties 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 Develop
ment and Administration (CEDA), established in 1970. As an independent,
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high quality institute of public administration, CEDA exerted a tremen
dous influence on institutional development and reform. Its training
program exposed several hundred mid-level HMG managers to modern
concept, of planning, project analysis, and development administration.
CEDA organized seminars on aspects of public administration, and estab
lished 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 ace5ss Lo current information on
administrative practices. Later, to its detriment, CEDA was incorporated
into Tribhuvan University.
HUMAN RESOURCE DEVELOPMENT: INSTITUTION BUILDING
According to a World Bank report published in the -arly 1970s, 'the
general and widespread shortage of manpower skil's at all levels in both
public and private sectors.. .is responsible for undermining effectiveness of
plan implementation." The conclusion was substantiated Ly the National
Planning Commission (NPC), which determined that Nepal's manpower
resources lacked "a hard core of sectoral planners, administrators and
managers of high calibre 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 an'
upgrade in-country training facilities. In 1972 the NPC became the autho
rizing agency for all overseas training, playing an increasingly important
role in training throughout the decade.
Though training facilities existed within some government institutliou
they were-generally
( argely as a result of USAID initiatives in the 1960s),
4oor in quality, and the number of civil servants capable of conducti g
management training was extremely limited. The heavy demand for'
middle-level management created by decentrall ation efforts was exacer
'bated by a growing multiplicity of developmen projects. Shbrt-sighted
planning and poor education had created a s irplus of the nor,iny
educated unemployed on one hand, and an acute shortage of skilled
I
manpower on the other.
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>~~t~ot"1973; most USAID-supported-particpant training prOvided
ii
-i-zed skills to SUpport specific projects. Comparativlv few early
lMtipants were trained in management, and still fewer slots were
provided for middle-level manpower. While high-level technical train
ing continued throughou. the decade under individual USAID projects,
donors and HMG identified a need for training midddle and lower-level
institutional managers. As a New ERA (a Nepalese consulting firm) evalu
ation team pointed out in 1980, limited financial and manpower resources

Iwere not as serious a problem as the "paucity of adequate capability
and
skills to make appropriate decisions in the manipuliation of available
resources.
1 H-MG singled out USAID on the basis of its past record in human
resource development, and urged it to initiate a special training project to
itelp fill the middle-management gap. Negotiations eventuaily resulted in
the Manpe" ",,r
Development Training Project, an important component of
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
aitd management." The ultimate goal was more reliable management of the
country's resources, which would lead to accelerated economic growth and
more effective develoinent. The project also sought to meet the long-term
need for HMG cc acity to plan and administer major training programs.
The ultimate goal was to have HMG assume responsibility for the partici
pant 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.
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Program Impact

For much of the decad,, USAID was occupied assessing Nepal's develop
ment need3 by conducting pilot studies in health, education, agriculture and
rural development, to determine the most appropriate means of
channelling assistance in consonance with the guidelines of the New Direc
tions legislation, and in line with HMG's own priorities. SomE' of USAID'M;
more notable achievements during the decade were its efforts at facilitat
ing and participating in donor coordination through dialogue, and it
assistance in transferring new project planning and management skills to
various Nepalese institutions. By the end of the decade, USAID was
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emphasizing development through the mechanism of integrated
rural
development projects, and was pois2d 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
payments deficit, experiencing trade and transit problems with India, of
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 USAID'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.
now had to ensure that small and disadvantaged farmers rece d projectIt
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,
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project design and evaluation work was shifted to Washington, which was
tightening its control over Mission programming. Severe cuts in techrical
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 Agricul
tural 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 phas
ing 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 terr;.aced. 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 universi
ties. 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 consoli
date its programs before undertaking new investments, and cautioned
USAID, HMG and other donors to concentrate development efforts in order
to reduce waste.
Several USAID agriculture projects which had established new public
sector institutions in the 1950s were shifted to other donors in the early
1970s or terminated. Support for the Agricultural Credit and Cooperatives
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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 Corpora
tion a year later. In the early 1970s, West Germany took over support of
fertilizer imports for Nepal, and HMG supported the ASC (AMC). Unfor
tunately, 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 agricul
tural 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 construc
tion 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. Tie
team argued that other factors were probatly more important in effecting
production increases, e.g., high rent disincentives to farmers, land fragmen
tation 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 consider
able inequities, reflected particularly in stagnant incomes in the Hills.
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A fundamental premise of the I ood Grain Production Project was that
Terai foodgrain surpluses and improved agricultural techrology would
make their way ir,!o food-ieficit Hill areas. The 1968 AID consulting team
found the 1%5 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 wa 1mrealistic, as the Indian economy ,ifered
higher prices for Terai surplus grains than Hill farmers could afford. Due
to Indian dominance of the N., ali 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:
... deve!opnent of the hill areas must be carried out in the hills,
ro "'.rthan through reliance on possible spi'lover benefits from
developments in the Terai and other areas.

uevelopment Clusters or Zones
During the 1960s, HMG/USAID projects had attempted to exter'd various
agricultural support systc Fns such as exten".'n, 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 agriculturil 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 fru'ts in the Hills,
and cereal grains in the Terai. According to this simplist' 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 'o Jumla

The 1970s

197

corridor, the Mission preferred to assist national systems rather
than
concentrate resources in a single region.

Low Productivity of Foodgrains
Agriculture remained the single most imporcant 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 expedi
tors for these activities. With USAID assistance, it had been expected
that the Green Revolution model (,f 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) modcl of simple. rapid tech
nology 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 undersupported public sector
agricultural support systems. More time, better informed strategies, and
larger investments were required to address these constraints.
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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, USAID spent approxi
mately $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.
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 commit
ted to creating a sophisticated research capacity in Nepal to address them.
Kayastha, et a!. (1989) analyzed retrosp'ctively 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 (IARC)
programs. They brought back technical skills and field experience, new
varieties for testing, and breeding lines for development and selection under
local conditions. Several HYV varieties were quickly released (see page
119). 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 constnc
tion of office3 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.
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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 importefd 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 universities. However, even this level of trans
fer was not as simple as first perceived. Early FFTs were carried out in the
Terai on irrigated, highly fertilized fields, matching conditions at interna
tional 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/FAO'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 ,nd on-farm trials,
especially in those environments which were different from the stations'
(Kavastha, et al., 1989). These disappointing results pinpointed the criti
cal 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.
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The Late 1970s
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 empha
sis 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 VeteriLary Services), the U.K. (Gurkha Retraining and
Hill Agriculture Centers), West Germany (Gandaki Agricultural Develop
ment Project and Fertilizer Imports), and Japan (Regional Agriculture
Development). The World Bank was considering loans in groundwa
ter/surface water irrigation, rural development, a:,d 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 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 develop
ment program in the Hills; or (the option preferred by HMG) 4) concentrate
on an integrated area development program. The appraisal team rejected

The 1970s

201

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 sty dies developed the third option further by arguing that
Hill agricultural programs could not rely on technology created for the
low
lands. Sophisticated plant breeding and adaptive testing were requirei
to
develop HYV varieties adapted to Hill conditions. Economic studies
were
needed to see how these varieties might be used in Hill cropping system4.
Finally, certain valley systems in the Hills, given irrigation, fertilizer,
and marketing opportunities, had good potential for cereal grain produc
tion. 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. USAID chose
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
Rock.
efeller 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.
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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 Agri
culture 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 m late 1974 and published in 1975, the
study was supported by USAID, the Rockefeller Foundation, and the F rd
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 accel
erated 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 ur 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 y.elding
capability, disease resistance, pest control and the minimizing of
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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 introduction of cash-intensive agriculture character
ized by high inputs, irrigation, and mechaniization. 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 havw 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 farriers' fields,
as
station trials didn't accurately simulate actual farui 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
1977. The consulting team was headed by Dr. Wayne Freeman, who in
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,
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support continued for the ceieal commodity programs, and a Cropping
Systems Program was developed with Lar 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-economisis)
were formed to define field research problems through on-farm studies,
carry out comparative economic studies of traditional alid improved crop
ping 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 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
patterms that squeezed more production out of the growing season.
ICP also initiated a new Minikit Program, which was launched bv 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 developinig an agriculture
education institution to meet the critical need for skilled agricultural
manpower. The JTA College in Kathmardu 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 writter. into USAID's IAAS Project in 1974 stated this
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institution would fulfill the need for vocatiunal 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 coitract to provide technical assistance lor institu
tion building, advanced degree training for teaching staff, equipment and
ojUer 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 ;nanpower needed by research and extension
systems. There was interne competition between the Minitrry :f 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 trai'ing target of 650 to
1,000
vccational agricultural teachers for secondary schools by 1976. The Rocke
feller team argued that IAAS was "in fact a Vocatiknal 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 cwflict, 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 JTAs (one year curriculum)
and JTs (two year curriculum) for the DOA, and to phase out training of
vocational agriculture teachers. _lso, 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.
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A student at the Institute for Agricultu,-e and Animal Sciences examines
disease organisms and parasites in the veterinary lab. IAAS Project.
-photo by Alison Wright

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 inisted 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 -lave the Agricultural
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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
Esiablishing 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 IAPCs had ready sciutions
for Nepal's formidable agricultural problems. Through the FGT Project 5n
the early 1970s and th2 later ICP, USAID aud 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 agri
cultural 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 agrcultural sector increased nearly 250 perc-t..
from 1,397 in 1970 to 3,383 in 1980. The number cf trahied officers having,:
least a B.Sc. degree increased from 352 Lio 873. In 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
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 dev;oted much effort to improving major Terai
research stations and cropping system research sites: constructing new
station facilities, providing research supplies, and cr.ating multidisci
pla'y 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 d&gree holders were
posted outside Kathmandu in 1970, while in 1980 the number had risen to
355 of 625. This increased research staff assLuaed new tasks, including
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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 distribu
tion by extension workers, and training and backstopping extension staff.
A 1979 mid-term evaluation of the ICP found good progress in estab
lishing and staffing crepping systems research sites, training manpower,
and realigning research objectives. National commodity research programs
for rice, maize and wheat had been strengthened, with "improved multi
disciplinary staff teams producing research results that are markedly
superior to those of only two years ago." The research system was develop
ing 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 vfrieties (see page
119 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 popula
tion 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 (see above graph).
Noting that the Terai surplus was declining and there were food deficit
areas in the Hills, the World Bank (Nepal Agricultural Sector Review,

1979) declared Nepal was no longer a foodgrain surplus country.
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Source: 195/66 to 1982/83 data taken from Department of Agriculture/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 (see page 120) 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
(see page 121). 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 adopt
ing new rice vLrieties, 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 (see next page). Maize and wheat
yields also fell slightly during this period.
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Source: Agricultural Statistics of Nepal, Department of Food and Agricul
tural Marketing Services, 1990; 1988/89-1990/91 data from HMG, Ministry
of Finance, Economic Survey 1990/91.
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, FE s, field demonstrations and contacts with the
extension system's model farmers. The team also found:
As the new ideas trickled dow, however, the packages came
apart.... Farmers.. often perceive both themselves and the exten
sion service as helpless to act on the advice. There are a lot of 'ifs'
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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 cash to buy
without credit, then it might be possible to purchase available

inputs....

Annual Use of Nutrients in Chemical Fertilizers
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Source: HMG, Ministry of Finance, Economic Survey 1990/91. Data from
1%5/66 to 1973/74 from Basic Statistics of Agricultural Inputs in Nepal,
AIC, January 1983.
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
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exceedingly low, 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 agricul
tural 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 orga
nized 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.
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Health manpower was also in short supply. Nepal had
one of the
worst physician-to-population ratios in the develoiing world
(1:40,125
in
1976) and a severe shortage of supplementary paramedical
workers. These
shortages in staff and infrastructure were aggravated by
a
resources towards urban areas, especially the Kathmandu skewing of
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
in the more easily accessible Terai, which had over twice concentrated
as many health
posts as the Hills. In 1975, 43 of Nepal's 75 districts were
without hospi
tals; 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
provide some type of minimal health care. Health posts population to
and safe water
were two of the most frequently mentioned needs in local
surveys. Such
efforts had been deferred though the 1960s, in part by HMG's
the development rationale that social service expendituresadherence to
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
dous infusion of resources. Government expenditures for health a tremen
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 Rs5 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
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a basic minimum of health services requiring little professional supervi
sion; and consolidating overlapping administration and activities of verti
cal projects into a single central service.

Integrated Health Services Delivery
The Roots of Integration

Integration was a dominant theme in international health iL 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 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 integra.
tion 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 Moun
tains 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
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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: Bara 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 Bara, 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 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 organiza
tions to supplement routine health service.
The major problem noted in the integrated pilot was weak
manager:ent, serious enough to bring the Bara project to a near halt after 18
months o.. 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 transitiun 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
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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 remok 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 integra
tion. 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 rein
vigorated 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.
The 1975 release of the Fifth Plan reinforced this decision, with its
refocusing of development priorities on the Hills and on increasing govern
ment 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: "o0
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 integrat:d health posts in all 75 districts, plus 15 district and
four regional hospitals, all to be completed by 1985. The rate at whdch
these goals were to be implemeited was impossibly rapid, but the plan
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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 develop
ment gains. A system of health care covering the ruta poor, in contrast to a
curative, static hospital model serving wealthier urban residentp,
appeared to be a moral imperative and a political necessity. As the IHS
Projiect Paper noted, "The development process is a race between events and
control.' P.rogram 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 pe ,,dic intervals, a revolution of rising expecta
tions 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 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 posts, each serving an average of
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15,000 people. A corps of Jur iDr Auxiliary Health Workers (JAI-W) would
extend services from here into the community. Through regular home visits
an
they would establish a personal relationship with clients and become
Magent of change". This one-on-one outreach lay at the heart of the project
the
design. All vertical projects were slated for gradual phase-in, with
beginning
the
at
excluded
exception of malaria, which was deliberately
and left to the NMEO.
The service delivery mix emlphasized preventive care and low-cost,
and
high-payoff interventions irvolving high-risk groups like mothers
high
ranked
were
services
maternal-cl-dld
children. Family planning and
activities
in importance. At once wide-ranging and in-depth, these
when
period
a
at
designed
was
project
The
demanded extensive resources.
Nepal:
in
assistance
of
source
major
a
becoming
were
multilateral donors
to
from 1975 to 1979, various U.N. agencies provided $15 million in support
commit
health and family planning. From 1974 to 1980, total assistance
ments to health increased six times.
HMG enlisted seven major donors and several minor ones in support of
the
IBHS. USAID redrafted and expanded its project plans and formulated
million
$3.4
Integrated Health Services Project (1976-1981). This provided
for contract specialists, participant training, commodities, capital
assistance to build two Auxiliary Health Worker ochools, and other direct
assistance costs for surveys, planning and evaluation
Money, however, was not the most essential component of the program:
into
far more crucial was the internal capacity to convert financial resources
depended
effectiveness
system's
the
noted
services. The IHS Project Paper
on support and training. To this end the project was designed with heavy
of
inputs into policy development and administrative support. A team
and
specialists was contracted to assist in developing the management
service.
health
integrated
nationwide
a
for
needed
training capacity
The integration attempt was too complex for Nepal to have attempted
-itthe time. The public health sector had grown
in its state of developr-million in
at an extremely rapid iate, from virtually zero in 1950 to $50
and
management
assistance by 1975. As the project paper pointed out,
in
elements
missing
supervisory capabilities were the "two most critical
remedy
to
aimed
project
delivering health services". While the USAID
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this lack, the IHS program demanded a total of $20-30 million in assis
tance, making the entire enterprise a gigantic gamble. Still, HMG's initia
tive and its abilit, " , 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 capabili
ties.'

Integration of Health Services
The IHS project was designed to assist in the rapid nationwide expansion of
the 1972 integrated model. The prc)e-t_. fsused 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 Inte
grated Community Health Services Development Project.)
USAID's financial and commodity assistance played an essential role
in the evolution of the integrated services delivery system, while its advi
sory support for the management system was described as 'the key to bring
ing the ICHP to its present state of development' (IRH'FP Project Paper).
Financial, commodity and management problems remahied, 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
h.?alth 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 facil
ity (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
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the per capita ratio of health posts to population had more than doubled,
despite the decade's high population increase. This figure must be consid
ered a 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 Plan
ning/Maternal Child Health (FP/MCH) staff. In addition, the division
suffered from financial constraints. The ICHD budget for 1978/79 consti
tuted only 0.1 percent of the development budget, resulting in severe short
ages 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 Wash
ington 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 FinalEvaluation in 1989:
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USAID uts completely supported all the divergent (and occasion
ally 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.

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%, 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 popuiation growth to have been 2.1%. 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 physicias 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 efect a net improve
ment. From a development perspective, populationi control was vital
to
securing gains already achieved, and an essenti-l prerequisite to further
progress. In this 'ense, 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
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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 popula
tion. 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 demo
graphic study, the issue was taken more seriously.
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While Nepal's first specific population growth policy was established
Fourth Plan, this period saw the gradual building up of a solid
the
in
sectoral foundation through manpower training and physical infrastruc
ture. 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
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planning efforts were supposed to be incorporated into the developing Inte
grated Health Services, but due to IHS'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 xesponsibility to investigate, report and make
recommendations for policies and programs related to family planning.
The Population Policier, Coordination Board (POPCOB) was estab
lished 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 sufficierntly 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 over
seeing their implementation. USAID support for this- agency was
channelled 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, chan
nelling over $17 million into strengthening and expanding family planning
through the FP/MCH Project. USAID assistance to the sector was compre
hensive, totalling as much as 90 percent of all monies spent on family plan
ning 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 percenit in the latter part of the decade. Other inputs
included provision of technical advisors, commodities, and facilities 
both the establishment of outlying clinics, regional and district offices, and
construction of a new FP/MCH central office (now housing the MOH), a
training building, and a warehouse in Kathmandu.
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Beyond physical inputs, the program targeted in-country capabilities
in planning, implementation and evaluation as thc 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 effective
ness 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 method
ologies, and assisted in the establishment of field clinics. A large partici
pant 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 collection capabili
ties 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, assum
ing 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 lack
ing, as were more complex assessments of regional and ethnic variations,
the economic and social impact of population policy, and potentially effec
tive communications strategies. USAID sponsored studies exploring these
questions, and supported local costs of the landmark 1976 Nepal Fertility
Survey, part of the Word 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

The 1970s

225

takeoff,' the report stated, noting that 'financial, manpower, commodity
and other essential resources are either in place or are rapidly being devel
oped' 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 sepa
rate population policy program was proposed for 1979, while the final
extension aimed to sirengthen and e-pand the sei vicc ,%Ale
of FP /MCH.

Experiments in Service Deliver,
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 PBHWs. The other focused on volun
tary surgical contraception (VSC) delivered through mobile camps. USAID
funded the local costs of these expansions, plus technical service, partici
pant training for FP/MCH staff, budget support and commodities.
Static family planning delivery techniques through clinics and hospi
tals 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 providirg 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 behav
ioral changes. Studies showed PBHWs spent twice as much time with
clients as other village-based workers: the NCI IP's Village Health Work
ers 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.
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
PBHWs 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
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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 iplemented 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 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 demoraphic data, vital to
intelligent program planning. A two-year longitudiaW Fertility, Murbid
ity and Mortality study involving 30,000 people was Also underway.
USAID had contributed to all theae ac ihvements, 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.
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Perhaps most significant in the long run, USAID-supported manpower
training inf

dha."y

j';ning made the FP/MCH project the best trained

section within the MOH. By 1984, 68 FP/MCH staff members had received
long-terra participant training and were making substantial contributions to
professinalism and managerial capacity as well as specific family plan
ning 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, achiev
ing .ts target of contacting 15 percent of eligible couples. At this early
stag,!, the systematic development of organizational infrastructure was
con-idered most significant, a way to build a solid base for an increasing
nu'xnber of acceptors in the years to come.

Ccntraceptive Retail Sales
USAID's experience with contraceptive social marketing in many countries
has indicated that harnessing existing commercial marketing infrastruc
ture can increase contraceptive prevalence at a low cost. Up until 1978, most
of Nepal's coiitraceptives 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 avail
ability, distribution, promotion and use of temporary birth control meth
ods. By promoting subsidized 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 conunercial distribution system for
contraceptives in Nepal. This goal was based on two assumptions: an exist
ing 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,

The 1970s

229

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 chal
lenge. Lack of transportation precludes easy delivery, aad 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. Attrac
tive, 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
Congiess competition in 1980. More than the initial sales levels achieved,
these efforts helped increase public awareness of contraceptive availabil
ity and redrced 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 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 prema
ture. Cases jumped to 8,500 in 1973; in 1974 major localized epidemics gener
ated over 14,600 reported cases. The flareups were a warning sign demand
ing renewed attention. A 1975 strategy review reinstated insecticide cover
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age 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 situ
ation was far more complicated than the preceding decades. The epidemi
ology 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 influeoce 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 inunu
nity 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 NMfEO
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 channelled through
the
NMEO, with the goal of strengthening institutional capacity for
monitor
ing and controlling malaria outbreaks. The project was coordinated
with
the evolving IHS to encourage a smooth transition from NMEO
to
inte
grated services in specific areas. Early attempts at transition
to an inte
grated system in six districts were not successful. Short on staff,
funds and
supplies, the integrated program was unable to maintain the
NMEO'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
epidemic of 1976 to 1979, which contributed to an influx of cases malaria
across the
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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 sweep
ing South Asia in the mid-1970s. Only a few districts had stabilized a 0.5
percent API by 1979, but evaluations ol 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 ;iained 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, administra
tive and geographical constraints, and the difficulties inherent in educat
ing 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
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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);
ard
to increase the relevance of the education system to Nepal's
economic
development needs.
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 education -1institutions 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 educatioral development,
lost
interest when it became clear HMG preferred it 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
administra
tors, it bore the imprint of the U.S.'s 20 year involvement in Nepal's
educa
tional development. Some objectives were basic concepts that
had been
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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; voca
tionalizing 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 teclnical 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, and evaluating the progress of the
entire education program. The Ministry of Education was giwn responsibil
ity for imp!ementing the NESP.
The goal of reforming the education system to make it more develop
ment 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 peric-lic 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 expatri
ate educators questioned the benefits of mandating uniformity in a develop
ing 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
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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 qual
ity. 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
govertment 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, USAD's education program
was drastically reduced by AM's worldwide fiscal cutbacks, to the point
where HMG 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 projecti to provide
a
mechanism to analyze viable alternatives for education development.
USAID also sought to improve planning and management of HMG educa
tion programs by incorporating feedback, monitoring and evaluation compo
nents in its projects.
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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 insti
tutional development. USAID essentially abandoned its systems approach
to educational development, however, focusing instead on projects to
improve quality and innovation in selected high-prority institutions like
the Institute of Education, the National Vocational Training Center, and
the Education Materials Center, and in areas snch as teacher education,
curriculum and education materials development.
USAID assistance was channelled 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 inno
vative, 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 educa
tion budget expenditures between 1963 and 1967, to just 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.
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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 finan-ed with local!y 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 educa
tional 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. Subse
quently, 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 educa
tional 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 administratirn.

Institutional Development
Through the Teachers and Materials Utilization and Development Project
(TMUD), USAID continued efforts begun in the mid-1950s to improve
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Nepal's educational institutions. USAID assisted the Institute of Educa
tion (IOE) to 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 teachng,
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 prior
ity, HMG solicited USAID's assistance in developing the Institute for
Agricuiture 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 IAAS became a separate project under USAID's
Agriculture and Rural Development Office, focusing on development of a
post-sc, ,ndary 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 providing 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 devel
opment between 1951 and 1975, roughly half went to different aspects of
primary education, benefitting over two million primary level students
who attended school during this period. USAID contributions to primary
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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 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 iP
rural areas, particularly for girls. By the end of the decade, female enro'll
ment 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 arith
metic, 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 question
able. 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
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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 teach
ers. 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 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 NESP. 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 priL-arily 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 success
ful. While incorporating sound educational models and innovations, the
NESP set unrealistic goals, including full vocationalization of curriculum
and a tight implementation schedule. It uveremphasized 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 wele
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. Vocatlonalization of Nepal's secondary level
proved neither culturally nor practically feasible.
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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
ti-.de
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
educa
tional 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 ranked high priority in the NFSP. It also remained the major
focus of
USAID's education program.

Radio Education: Innovations in Primary Teacher Training
Under the NESP, HMG was committed to providing all primary
schools
with trained teachers to improve tile quality of primary education.
Exist
ing training facilities, hicwever, 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
infor
mational 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.
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In 1976, at the request of HMG, USAID arranged with other donor
agencies for a coordinated study of the feasibility of low-cost, wide-cover
from
age radio education. The team was comprised of three technicians
from
one
and
USAID, one from the British Council, two from UNICEF,
if
'Even
team,
feasibility
the
UNESCO. According to the draft report of
one
by
low
too
is
estimate
our [primary teacher training] radio course cost
third, it still will represent less than 10 percent of the cost of traditional
teacher training to HMG and trainees."

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.
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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. RETr was
designed to provide in-service teacher training to at least 2,500 primary
school teachers annually, using radio broadcasts, brief residential instruc
tion and self-instructional textbooks. Primary teacher training was consid
ered 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 rhimi, where a control room-studio
complex had been in operation since 1974. UNICEF supplied much of the
project's equipment, including portable receivers for distribution to rural
teachers. To facilitate broadcasting, USAID eventually provided Radio
Nepal with a 100,000 watt shortwave transmitter and antenna, adminis
trative 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 teach
ers 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 -1hey caine under the Institute of Education and the
National Vocational Training Center, both institutions where U.S. assis
tance continued to play a key role. Under the NESP, the Southern Illinois
University contract team trained secondary level vocational teachers,
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following models introduced by the SIU team in the 1960s. Training was
carried out at the National Vocational Training Center and its Demonstra
tion 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 tile NVTC during the 1970s. Apart from
the MOE's limited financial and institutional capacity to train the number
of teachers required to successfully implement tile NESP, there was
cultural resistance to vocational educatien. 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 implementrion of the NESP. Despite it, the total number of
lower 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 Develop
ment 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 Volun
teers in the previous decade.
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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 per
cent 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.

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
channelled 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 increa,:
ingly 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
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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
thi. as road projects per se. Pro;ect priorities should be based in
subsrantial part on the need to realize a better balance in food
grains...road projects should... be considered as only one 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
the
official priority. Secondary were north-south "feeder roads' connecting
valleys.
nearby
in
centers
highway to planned collection/distribution
These sites were to be enhanced by development activities and investments.
most
USAID's involvement in the process centered around one of Nepal's
in
begun
(WHR),
Road
Hills
Western
the
;Imbitious transportation efforts,
1979.
1969 and completed in December

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 6enerated
concern about Far Western Nepal's deteriorating agricultural and economic
situation.
USAID Deputy Director John Cool outlined the situation in a 1967
30
paper. The five districts of the Far Western Hills constituted about
national
the
of
percent of Nepal's total area and supported over 20 percent
population, but received less than five percent of government resources. The
agri
region's population had more than doubled from 1920 to 1961, while
had
fertility
soil
and
stagnated
cultural technology and productivity had
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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 f.tir weather jeep track in the rerai, Nepal's
five westernmost districts we.e entirely without motorable roads. Sporadic
air service was offered by wo newly constructed STOL airstrips, but in
general the huge portion of Nepal lying west of Butwal and Bhairawa was
nearly inaccessible from v ithin Nepal. Travellers usually journeyed by
Indian transport up to the Nepal border, then walked.
Opening the region through transportation development was advo
cated 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
Regionai 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 devel
oped 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 develop
ment 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
Dandeldhu-. was to be an economic lifeline, stimulating regional economic
development. The food-surplus Terai would be able to alleviate hunger ix
1
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 inacces
sible forest land to cultivation, and increase agricultural production. Some
advocates went even further, suggesting that it would draw tourists into
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the remote region, and that "schools, hospitals, health clinics, electric
power stations, water sheds, sawmills, factories, cottage industries, and
new communities will surely come to life in the wake of the highway's
invasion" (de Folo, 1%9).
More sophisticated analyses suggested that 'the road, while facilitat
ing 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 roe I and enhance its impact. The Far Western Hills
Development Project got nk urther than a draft agreement in August 1968.
Like the road, the program ias designed as labor-intensive in order to
nmximize 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 the Western
Hills region as currently proposed?" The World Bank had stated an intV'
est in rural development in Nepal. The options were outlined: USAID coald
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 extensve eco
nomic 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 construc
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tion and received enthusiastic support from the Department of Roads.
USAID provided limited engineefing advisory assistance (increased in the
latter portion of the project); the Department of Roads carried out construc
tion on its own.
The project went beyond the 'do the job' mentality of other road
projects to provide valuable training experience, underscoring the impor
tance USAID placed 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 tlose 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 te: m did an excellent job in pushing
the road through difficult terrain, the estimated time and cost for construc
tion 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 mllion) in PL 480 Indian rupees, plus the half
time 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.

Fccnomic 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 unreli
able 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
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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 estimate 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 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
to the standard at 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' over
rode 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 mountain
ous 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 decisions involved
in locating and building the road. The LSS evaluation team, while finding
the engineering work successfully completed, noted the road's "curious"

The 1970s

251

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 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 -anda production
increase at least partly due to the use of new varietie,, (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
diopped 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 benefitted 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 accom
plishments, 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 produc
tivity, especially in the Hills. Special emphasis was given to programs
that generated employment, had the support of rural people in local
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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 neces
sary 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 services and sanitation, primary and adult education, transporta
tion 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 develop
ment 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(non
violent 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 govern
ment. 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.
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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 devel
opment objectives. In 1982, the Reagan Administration introduced the Four
Pillars legislation, outlining AID's major policy objectives:
* policy dialogue with the host country to identify policy constraints
and practical improvements;
" institutional development to encourage decentralization of institu
tions and reliance on private and voluntary, rather than public,
institutions;
" technology transfer, such as seeking breakthroughs in biomedical
research, agriculture, and family planning;
" 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 initimives thus combined to shape USAIIYs program in the 1980s and
beyond.
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ion. 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 deci;ions.
In 42 percent of cases they make agricultural decisions on their owii; in
another 12 percent they participate in joint decisioIL-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
meiation 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.
The Status of Women in Nepal developed ten recommendations, used as
guidelines in project development by USAID and by donors in general. They
fnclude:
'women should be targeted in each development sector;
'female access to productive resources and employment Atuuld be
increased;
*increased attention should be paid to women's legal rights and adult
education; and
*improved technology should be developed and disseminated to ease
women's tasks.
Most importantly, the study recommended that plann.ers fully recognize
women's economic contributions and include them in development efforts..
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USAID assistance to institutional development has helped create
empluyment opportunities for Nepalese womien.
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. Since 1984, the project has supported a Women in Devel
opament Officer (WDO) in each district. WDOs are charged with coordinat
ig a broad range of activities designed to increase female participation in
development. In 1986, the project was redesigned to broadea 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 women's close involvement with resource use. Natural resource
projects must reach women to successfully inject new information and
onepis into communities. While RCUP's original project design acknowl
6ged the multiple needs and roles of women, strategies to ensure inclusion
fwomen in project efforts didnot begin until two years into the project. And
while RCUP personnel became increasingly aware of women's importance
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Application of AID's Strategy in Nepal
According to USA iD'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 collabo
rate 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
,iector in development. USAID's program aimed at accelerating develop
raent 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 ths. he benefits of
improved administration and economic perforiance at zae central level
would improve the ability of rural communities to participate in national
development.
In line with the New Directions objectives, USAID continued to advo
cate decentralization. Project assistance in the early 1980s focused primar
ily 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 7ising per caplia
food production, improving health and nutrition, controlling population
growth and environmental degradation, accelerating manpower skills and
training, and creating alternative rural employment opportunities.

BEST AVAILABLE DOCUMENT

262

Four Decades of Development

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 and partici
pant training.

U.S. Assistance to Nepal
1952-1991

US$ millions

-20

Food Aid

-15

.o-5
U.S. fiscal year

Though policy dialogue aimed at a national impact, USAID's program
assumed a pronounced regional emphasis, with large integrated develop
ment 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 develop
ment was viewed as the best means of linking villages with national
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delivery systems, and the most effective means of decentralizing
the
development process.

Administration of USAID's Program
Throughout the decade, USAID streamlined its program, rclucing the
number of projects to focus on key problems. Between 1980 and 192, USAID
projects dropped from a total of 17 to 11. Project coordination was empha
sized so that each reinforced the objectives of the others.
To ease the impact of personnel reductions, USAIL) 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 development programs. increased attention was paid to donor coordi
nation 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 contributionr f,, Nepal's development, the U.S.
provided indirect assistance through s ch multilateral agtncies as the
World Bank., ADB, UNDP, UNICEF, UNFPA, WFP, WHO, and UNCDF.
The multilateral banks concentrated on infrastructure development projects
far larger than the U.S. was able to support alone. Substantial contribu
tions to multilateral agencies, coupled with USAID's prcminent 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.
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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
an
demands; an over reliance on inefficient state-owned enterprises; and
expenditures,
public
in
increasing debt service burden. Continuous increases
foreign
coupled with declining revenue surpluses, resulted in shortages of
capacity.
exchange and a drying up of domestic borrowing
Nepal's revenue base has never been able to cover regular and
development expenses, and increased investments in social services during
the Sith nd Seventh Plan periods placed an additional burdeit on limnited
partly
resources The inability to adequately mobilize domestic resources is
to
unwilling
and
unable
administration,
the fault of an overly centralized
inade
to
contiributing
factors
Other
reforms.
tax
enforce r.ecessary land and
quate resource mobilization include government restrictions on private
trade
enterprise, and an overwhelming dependence on Indian economic and
try
to
policies. Government, frustrated at the lack of development, decided
This
and accelerate development through large increases in spending.
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: macro
economic 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
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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" objec
tives, as the Basic Needs Program emphasized the need for production
increases, principally by revitalizing agriculture and private sector partic
ipation.

USAID's Policy Dialogue
USAID's policy dialogue in Nepal has traditionally emphasized coordi
nating 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 rcsource 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 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 agricuiture);
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 agricul
ture 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, particu
larly its advocacy of agriculture price reform, was instrumental in develop
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ing the agriculture reform guidelines 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
natv-al resource conservation strategies in support of the SAP.
Support for Decentralization
USAID focused primarily on strengthening the capacities of local govern
ments and communities to plan and implement development activities.
Decentralized development administration was encouraged through its
regionally-based integrated rural development projects, and through assis
tance to HMG and PVOs (private voluntary organizations). USAID sought
to improve HMG administration by incorporating monitoring and evalua
tion components in its projects, and reinforcing these with in-country train
ing.
Only limited progress was made in decentralizing development admin
istration in the 1980s. The highly centralized HMG administration allows
little productive interaction between the center and rural areas, and devel
opment 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, continues to thwart decentraliza
tion.

Donor Coordination and Contributions
Though donors have increasingly emphasized the need for economic self
reliance, a steady flow of foreign aid has 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-governmen
tal 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 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 devel
opment efforts. The World Bank-led Nepal Aid Group, formed in 1976, (in
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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;
einpha
sizing 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 administra.
tion capabilities the "most crucial deterrent to economic growth". USAID'
training program aimed at improving these skills, both in the public
and
private sectors, to reinforce Nepal's absorptive capacity in all develop
ment sectors.
While individual project components continued to support technicil
training to meet specific needs, the Development Training Project
(DTP)
initiated in 1985 was designed to increase the overall effectiveness
of
HMGAs administration of its development programs. The project is desig
to. respond to both public and private sector training needs (particulaili
short-term tectuical training) in areas not covered by USAID's
current
.projects. It runs through 1994.
A follow-onto the Manpower Davelopment Project (1973-1980), th
DTP isa Collaborative effort between USAID and the Ministry of Fint.iceA
Foreign Aid.Coordination Division, which oversees overseas training.
Y0
project'sparticipant training component.has sponsored 426 Nepaleme
to
study'n the U.S., India, and third countries. Most are being trained
in
projct analysis, planning, implementatioil, management and monitorin
wleothers pursue degrees in subjects related to agriculture, health,
and
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Private Sector Initiatives
The biggest constraint to private sector development in Nepal has tradi
tionally been political. Faced with increasing pressure to achieve devel
opmental progresF, and influenced by USAID's belief that reducing the
government's role in the economy and increasing the role of private enter
prise 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 dis
couraged 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 exten
sion serviLes.

Efforts included assisting the establishment of the Nepal Contracep
tive 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 exploita
tion 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
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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
provides 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 devel
opment 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. Channelling assistance
through PVOs has enabled USAID to sponsor activities that would not
otherwise have been possible. Among Nepal's donors, USAID is the lead
ing advocate of PVOs as a development resource.
In 1981, USAID initiated tile Private Voluntary Organizations CoFinancing 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 I, was begun in 1987 to assist an
increased number of U.S., international and local PVOs working in Nepal.
Phase 1I of the $10 million project currently supports the activities of
twelve PVOs in agriculture and rural development, natural resource
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management and conservation, health
and family planning, and education
and literacy.
In line with USAID's traditional focus
on -trengthening Nepal's insti
tutional 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 since 1981

A. U.S. PVOs Funded by USAID
Center for Develop- to assist in developing

ment and Population managers, particularly a stn cdof NGO
women, who will be
Activities (CEDPA) able to effectively
provide health, family
planning, and women in development
education
and services in their communities
Cooperative for
to promote community-based natural
resource
American
Relief
management, and to assist the
Everywhere
Development
Agricllture
Bank/Nepal to,institutionalize
a
(CARE /Nepal)
Small Farmers Community Irrigation
Program
in the Rapti Zone
National Coopera- to support private
enterprise development ini
rive Business Asso- the Rapti Zone
by helping to build local capac

ciation (NCBA)

Private Agencies
Collaborating
Together (PACT)

ities for self-sustaining economic development
based on the u3e of local resources
to strengthen the role and capacity
Social Service National Coordination of the
(SSNCC) and its related units in their Council
coordi
nation, facilitation, technical services
ery, and resource transfer tasks on behalfdeliv
of at
least 50 Nepalese PVOs
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~;t~
epan ziimunity-based integrated rural
ceecidpent activities in the Gorkha Distrlct'i

iAsia Fouiidaion to support the expansion and diversflcatirin of
training activities of the Wome.n's Legal Ser
vices Project, including in-service and pre
service legal education to practicing lawyers,
women law students, women development
officers, and in developing their ability to
assist village women seeking legal counsel
Interna- to improve the social science policy analysis
7 ition nsiitute for capability of government and non-government
Aricultural Devel- institutions working in agriculture and natural
resources management in Nepal, and to design
opnent
and conduct policy-oriented analysis on key
issues in agriculture and natural repource
manaement
Wcod1 ias-Moun- to conduct studies and suggest ways to praerve
taIr. LXtitute (WMI) targeted ecosystems in an environmentally
viable and economically feasible way
World Education, to increase the number of people served by the'
National Literacy Program and to improve the
Inr. (WEI)
-9fficiencg and effectiveness of the program
Worl- -Wildlife to provide training and supervision to core staff
of the Annapurna Conservation Area Project In
Funid (WF)
techniques of protected area management;
financial control, and program administration;
and, to create a permanent international cons&r
~V~K'
..vation, training and research institute primar,
Ay focused on Chitwan National Park
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B. Centrally Funded U.S. PVOs
H

F~d~n~!m
r
alon
(fFHF),

Helen Keller International (HKI)-,

to spport commt'pity devlpen ad applied
tutrition activities

to support community-based rehabilitation and

nonforal education for blind and ow-vislon
children and adults
International Unon to develop and implement a national
conserva
for Conseratiojn of tion strategy promoting scientifically-based
Nature (IUCN)
activities encouraging sustainable use of nstural
reso)urces,

C. USAID-Funded Nepali PVOs
Business and Profes- to provide secretarial science
and office
sional Women's Club management training to Nepalese
women

(BPWC)

Center for Women
and Development
(CWD)
Family Planing
Association of
NeaFAN)

to etLisli a ,library on- women in dev'elopment
and bridge the knowledge gap regarding the
status of women and their contributions to eco
nomic development
to establish a repair and maintenance ,,ervice
system for family planning equipment for IiMG
family planning program

Nepal Fertility .to continue the Family Planning
Care Center, (NFCC) Nepal efforts to establish a repairAssociation of
and mainte-I
nance system for famil plaiin'gy euIpment
*Mrigendra Medical to reduce mortality from acute
reepiratory

Trust (MW

,

infections in Jruma District

Leni and Environ-" to conduct public opinion surveys
and carry out
mental Analysis for other activities in support of the
development

Development and oi tJepar's constitution
Research Services
AEEAODERS
BSA
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N!g)i:<,,.....

'.

.....

,

cim ot -depth research and discussion on
.yindividual rights under the Nepa'ese legal
tem.

.

.:N#aI Pediatric
S ciety (NEPAS)

to increase the use of Oral Rehydration-Ther
apy (ORT) in Nepal and to sponsor research
related to ORT and infectious diarrheal
diseases
to reduce maternal and child deaths in Jumla
Nepal Red Cross
So6iety (NRCS)
and Dang districts
NepalWomen's
to provide assistance to the children of those
Masociation (NWA) disabled or killed in the 1990 democracy move
ment
to educate rural women on basic legal rights,
'Nepal Women's
Qrgaiza i in &
thereby building a cadre of trained resource
Womarn s Legal'
people at the village level able to help them
Services Project
selves and others in protecting and advancing
their rights
Service Extension to support voter education activities in the
and Action Research Mid-Western development region
fo Cnnhitie in
(SBARCH):
(information compiled by USAID/Nepal's Program Office)

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
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system, and in strengthening the Institute
of Agriculture and Animal
Sciences. The Integrated Cereals Project
was supplemented in 1980 by the
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 H1MG fund
ing 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 Devel
opment 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 IARCs;
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 equipntent.
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 crop
ping patterns 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 require
ments. 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 ",arieties with increased
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resistance to leaf rust. The project also began working with soybeans and
other legumes in testing new cropping '?atterns.

71e 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 te test non-traditional extension meth
ods to transfer new technologies. At first ICP staff used the Pre-Production
Verification Trial (PPVT) package, which included seeds, chemical inputs,
and guidelines for improved croppin , patterns to be replicated in on-farm
trials in various agricultural development projects and government exten
sion sites. Next, the ICP introduced minikits (30,000 annually), which
functioned as a small-scale dissemination device for improved varieties.
In 1980, new methods were used to promote wide-scale adoption of
proven technclogies. The project began with small pilot production
programs on scattered farmers' plots around the cropping system research
sites. In 1981, the ICP decided to conduct production programs on three- to
five-hectare blocks of contiguous fields. This approach had a number of
advantages: a definite demonstration effect; easier farmer training, supply
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of inputs, irrigation management, and access
organization of farmers for ADB/N credit; theto extension staff; simplified
ability to use a contiguous
block for local seed multiplication; and easier
assessment of economic
benefits. In Hill areas lacking sufficiently large
areas of contiguous fields,
the small pocket production program was used
technology transfer and production programs wereas an alternative. These
tested by the ICP in the
Terai, in RCUP and Rapti Project areas, and in
other donor project areas.
The ICP's improved cropping patterns and innovative
extension approaches
were incorporated into the World Bank-supported
extension program in the
Terai.

Cropping & Research Sites of the
Integrated Cereals Project
~1975-1984

@0
Major Commodity

AChauraha

Improvement Programs
ZACropping Systems Research
Sites &Pilot Production

NOT:
ls C'
asisedPilt rodctonPrograms

at n

C

Projects and in 8 rural development projects funded
by other donors.

Source: Freeman, W.H., Pilot Production Programs in
Nepal, Report
presented at IRRI, April 1982.
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The ICP's Impact
It is difficult to assess the ICP's impact on country-wide production, as
cereal production dropped during the project period because of weak
monsoons and decreased fertility of maize-growing regions. However, the
area planted with improved varieties expanded (see page 209), with
improved rice area doubling to 36 percent, maize tripling to 38 percent, and
wheat doubling to 92 percent. Farmers recognized the benefits of improved
varieties even through they frequently could not meet input requirements.
Project-sponsored surveys found that farmers in ICP block production
programs achieved significantly increased production and income.
Although the ICP was considered a resounding success, giving a definite
boost to Nepal's cereal research and extension efforts, there are lessons to
be learned from it. First, despite its intended Hills orientation, most of the
project's successes were in the Terai. The low productivity of Hill farming
systems remained unsolved due to limited access to purchased inputs,
highly varied environments, and extremely complex farming systems.
Second, successful block production programs required a high degree of
technical assistaice and logistical support, with heavy reliance on inputs
imported into production areas by the project. This high level of advance
planning and logistical support proved unsustainable by counterpart agen
cies after the project's end. (Contacts between extension staff and farmers
also dropped dramatically.) Timely credit from the ADB/N was another
input not always manageable without ICP facilitation. And as the ARPP
Terminal Report (1990) pointed out, "In Nepal, rationing exists for fertil
izer, seeds, water and credit, so targeting inputs to specific geographically
defined areas implies that fewer resources are available for farms that lie
outside these blocks." The ICP demonstrated how a good research and
extension system could operate, given concentrated efforts and a good
support system. But as the effort could not be completely sustained outside
the project framework, its applicability was limited.
The ICP experience highlighted system changes necessary to boost
Nepal's agricultural production. Specifically, long-term institutional
reforms were needed to improve management and performance in Nepal's
agricultural research system. Evidence of this need included the Depart
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ment of Agriculture's (DOA) failure to institutionalize
the ICP-developed
Cropping Systems Program and the Socio-economics
Program; underutiliza
tion of highly trained manpower; staffing instability
due to temporary
staff positions and poor promotion opportunities,
salaries and allowances
for research scientists; and inflexibility in transferring
funds to adjust to
research prioritie;. These problems stemmed from
control exerted over the
research system by the Nepal Public Service
system and the unwieldy
HMG budget process, and the fact that research
functions were not
integrated into a single autonomous institutional
unit.
Another set of problems which ICP temporarily
solved in its production
programs only at high cost was severely restricted
inputs to farmers,
particularly improved seeds and fertilizer. The
Agriculture Inputs Corpo
ration controlled these input supplies, but
experienced management
problems in balancing supply and demand.
Subsidized fertihzer often
"leaked' across the Indian border, creatir9 shortages,
particularly in the
Hills. In addition, the cooperatives did not effectively
manage distribu
tion. Another input problem was the unreliable
supply of irrigation water:
most irrigation depended on large-scale public
agencien with management
problems. USAID would begin to address many
of these problems in the
latter half of the 1980s.

Improving Seed Production and Input Storage

A sister project to the ICP was the Seed Production
and Input Storage Project
(SPIS) initiated in 1980. This $5.5 million project
received $4 million in
USAID funds, $1.4 million from HMG, and the
remainder from the Peace
Corps. It was implemented by two expatriate supervisors
and
implementation team, including JT/JTA site coordinators an AIC-DOA
and PCV field
assistants.
The project addressed Hill farmers' limited access
to improved seed
due to the AIC's inadequate supplies and inability
to distribute on time.
Other problems, were poor seed quality caused
by incorrect handling, and a
reliance on Terai-grown seed not adapted to Hiii
environments. The entire
distribution process was heavily subsidized by
the government.
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Improved Seed Production at SPIS Hill Sites
hectares
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1980/81
Source: USAID/Nepal, Seed Production and Input Storage
Project: Project Assistance Completion Report, 1986

The SPIS Project worked with the AIC and DOA to create a decentral
ized private system based on farmer seed production, storage, and market
ing in the Hills. This was to be accomplished by construtcting and organizing
28 mini-seedhouses and small warehouses in the Hills, a seed processing
plant in Dang, and a DOA central seed testing laboratory and genetic seed
storage unit. The project also supported participant t~aining and a useful
program of in-country training Cor officials and farmers on seed production
and handling. In addition, it provided logistic support, a contingency
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budget for seedhouse management, and project allowances to
encourage
improved performance and increased site travel. However, this
last input
led to staff dissatisfaction and rapid turnover when the project
ended and
these benefits were terminated.
Although 20 seedhouses and accompanying production sites were
estab
lished under the SPIS and seed production steadily increased, implementa
tion revealed a number of problems with the original model. The
planners
believ-d a seedhouse could be run by cooperating farmers with
technical
guidance and improved foundation seed input from the project.
Farmers
could multiply the seed, store the surplus safely in the seedhouse,
and
process it there. However, seedhouses were quite far from ruany
farms, and
few farmers wanted to trust their seed to someon( else's management.
A
second model of a commercial, cooperative organization of seed
producers
was unsuccessful due to problems in organizing groups and competition
with
AIC-subsidized seed. The model eventually implemented placed
seed
houses under AIC's control, with definite operational plans
and annual
targets.
Tile project design failed to anticipate how the seedhouse concept
could
be made operational in the context of Nepal's Hills. Similarly,
no one had
thought out the marketing problems for Hill farmers producing
large quan
tities of surplus seed near seedhouses. It was determined that
the large
scale seedhouse model (supplying about 40 metric tons of seed)
should be
pared down to a smaller operation to produce and market seed
within a
district.
Tile system's success also depended on a reliable supply of
source seed, consisting of saleable varieties superior to existing
ones. On the
basis of the SPIS experience, it was recommended that a private
sector,
low-cost system be set up to be run by and for farmers. A basic element
would
be satellite seedbins on farms, eliminating the difficulty of transporting
seed within the district. The follow-on Agricultural Research and
Produc
tion Project (ARPP) would work from this recormnendation.

Strengthening the IAAS: Completion of Phase I

In 1981, a project amendment extended USAID support for the
Institute of

Agriculture and Animal Sciences to 1984, increasing funding by $2.3 million
to a total of $5.5 million in dollar support and $4.2 million in
local
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currency. The project was again amended in 1983 to more clearly define the
IAAS' role as a B.Sc. training institution.
A final evaluation conducted in 19E3 examined 10 years of implementa
tion by the contractor, MUCIA. The evaluation team was asked to assess
whether the IAAS had developed the capability to t: ain agricultural
manpower at the B.Sc. and JT/JTA levels. Was it worth fur."ther investment,
or was the development process complete?
The team concluded there had been substantial growth in the physical
plant and institutional size. T'e faculty had increased to 70 teachers
(among them 15 Ph.D.s and 50 M.Sc. holders), while enrollment had grown
to 450. In contrast to earlier observations, the team found the "dean and
faculty are functioning as a team and the MUCIA advisors are executing a
well developed work plan." The team did comment on the isolated Rampur
campus and its problems with communications, transport and housing.
On the other hand, progress was slower than expected; part of AID's
investment had nnt been effectively used, and critical hurdles remained
before the IAAS became a strong institution of higher education. The eval
uation specifically emphasized the need to improve teaching and
curriculum, incorporate more practical learring, prepare an adequate
quantity of relevant instructiona, materials, and carry out more applied
field research. Additional faculty housing was needed to ensure returning
staff would stay, and a hostel was needed for women students. Staff were
encouraged to make better use of the research and demonstration farm and
to begin development of a livestock management curriculum.
This team concluded that 'the magnitude of the strengths of IAAS
exceeded that of the weaknesses', and recommended that AID continue
assistance for another five years. Guidelines for Phase II included an
emphasis on organizational development with limited capital construc
tion. There was to be continued focus on staff devAlopment in teaching,
research, service, and administration. The team particularly emphasized
that IAAS needed continuity and commitment from its Nepali leadership,
and from expatriate advisors who should remain with the project for its
duration.
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The Second Half of the 1980s
USAID continued as the lead donor in agricultural research and seed
production programs for the Hills. Follow-on activities from the ICP and
the SPIS Project were integrated into the Agricultural Research and
Production Project (ARPP). USAID also continued the institutional
strengthening of the IAAS.
New program initiatives at mid-decade included a pilot irrigation
management project and innovative work with user and production groups
under the Rapti Project. A major development for Nepal was the introduc
tion of a Structural Adjustment Program in 1985, in response to the govern
ment's financial crisis. Because of USAID's project experience and under
standing of constraints in the agricultural sector, Mission staff were well
positioned to contribute to donor/government policy discussions and to help
define loan conditionality.
USAID's agriculture and rural development work in the late 1980s
focused on an analytical review of prcblems and opportunities in develop
ing a market-led private sector agricultural strategy. These studies and
analyses facilitated design and approval of the Agro-enterprise and Tech
nology Systems Project, which establishes USAID's leading role in interac
tive support for client-oriented agricultural research and private sector
market expa~ision activities in the 1990s.

Evolution of the Agricultural Research & Production Project
Despite successes of the eight year ICP effort, constraints on research,
extension and access to inputs continued to slow development and adoption
of improved technology, particularly in complex Hill farming systems. The
follow-on project was designed to address these constraints througi' a much
broader focus than the ICP. The Agricultural Research and Production
Project (ARPP) targeted three main areas: 1) multiple types of support for
the research system; 2) development of a Hill Production Program; and 3)
continued development of the Hill Seed Program.
ARPP came on board as Nepal's major agricultural research project in
1985, and ran through mid-1991, with Winrock International Institute for
Agricultural Development as the technical assistance contractor. The
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project received $10 million in USAID funding, $3.8 million in HMG
support, and Peace Corps support.
Support for NARC Research Planning and Management
One componcnt of ARPP was designed to assist MOA efforts to reorganize
scattered agricultural research programs and activities into a unified
system. In 1983, the FAO, with USAID and World Bank support, had
prepared a Nepal Agricultural Research Review proposing four options for
reorganization. The ARPP project paper called for, at minimum, the
activation of a senior-level Research Coordination Committee (RCC) in
the MOA to guide policy and direct and review research activities. The
DOA also planned to establish a National Agriculture Research Center at
Khumaltar in the Kathmandu Valley to coordinate crop research. It was
planned that ARPP would work with the DOA and the Department of
Livestock, Development and Animal Health to support their organiza
tional changes.
At the project's beginning in 1985, 'HMG moved adisively to create an
integrated and more autonomous National Agricultural Research Service
Center (NARSC, now renamed the National Agricultural Research Center
or NARC). Created under the DOA, it was soon moved to the Ministry of
Agriculture and was made responsible for all agricultural research.
Commodity research programs and disciplinary research activities were
joined in NARC, and several research farms and stations placed under its

jurisdiction.

In view of this signihcant institutional change, the 1988 mid-term
evaluation for ARPP recommended that 'NAREC should become the focal
point for ARPP activities.' All technical assistance and financial support
would be directed through NARC, and project emphasis would be placed on
developing this organization and the RCC. The evaluation recommended
redirecting a portion of remaining project resources to meet some of NARC's
immediate capital needs. ARPP also focused on the management and
programming needs of the new organization.
A critical report, Agricultural Research Planning and Management
(Freeman, 1987), assisted NARC and the Research Coordinating Commit
tee to conduct a study of personnel policy and beginning a National
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Research Outreach Program implemented by NARC stations. The final
consultation in this series was a long-term strategic planning document
(Freeman, et al., 1990) on agriculture in Nepal to be used by the MOA an&
donors in formulating support programs to achieve medium-term sectoral
goals. With ARPP's assistance, NARC was sufficiently strengthened to
attract larger HMG budget allocations and increased donor funding for
agricultural research.
Support for Targeted Research Programs and NARC Stations
ARPP faced a diverse set of tasks in helping develop NARC's research
program. The project was to assist the DOA in establishing a Farming
Systems Research and Development Division (FSRDD, an expansion of the
Cropping Systems Program to include other crops, livestock, horticulture,
and agro-forestry) and a Socio-Economic Research and Extension Division
(SERED, also derived from the Integrated Cereais Project). ARPP was to
establish a National Pulse Development Program and a Hill Crops
Program, support research on bio-fertilizers, help NARC maintain close
linkages with International Agricultural Research Centers (IARCs), and
fund independent research projects in farming systems production. It was
also supposed to help improve the operation of 17 research farms and
stations by preparing Farm Operational and Development Plans and
developing the farming systems program.
FSRDD (now FSORD) and SERED were only partially institutional
ized, as few permanent posts were allocated to these divisions. Staff from
other divisions were not always willing to be seconded, and officers and
trained JTs/JTAs often left for permanent posts. Staff morale and incentives
to work in the field suffered because ARPP, unlike the ICP, was not allowed
to pay salaries and travel allowances above the low rates set by HMG. The
new farming systems sites were institutionally isolated and not tied to any
farms or stations. Meanwhile, the concept of farming systems research had
lost credence worldwide due to implementation problems and lack of viable
results. This frustrating experience led to the recognition of the need for a
station-based Research Outreach Program incorporating some elements of
the cropping and farming systems approaches, and supported by a perma
nent staff.
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ARPP and thp International Development Research Center (IDRC)
were able to help NARC establish a National Hill Crops Improvement
Program with an effective domestic varietal testing network in key Hill
stations and farms. AARP also joined with ICRISAT and IDRC to support
the ec;tablishment of the Grain Legume Improvement Program (GLIP) at
Rampur.
ARPP played a key role in supporting linkages between NARC and
IARCs and other international programs. The genetic resource contacts were
particularly important to the new Hill Crop Improvement Program and
GLIP, but also contributed to the cereal programs. Because the Soil Science
Division is more involved with research on chemical fertilizers supported
by FAO, ARPP provided limited support to the Bio-fertilizer Program,
promoting the use of Sesbania as a green manure crop and conducting
workshops to exchange information.
Another weak research area supported by ARPP was Livestock
Research and Production. A major effort was made to develop the NARC
Animal Nutrition Laboratory at Khumaltar. While the attempt to orga
nize a livestock outreach effort failed, ARPP did get a strong response from
a livestock production program which included establishment of four
district forage resource centers. Fodder grass and tree production rapidly
expanded in these areas, resulting in increased milk supplies. The agro
forestry initiative was less successful because there was no institutional
"home" for this effort under NARC.
ARPP invent .tied NARC research farms and stations and began
preparing operational and long-term development plans for priority
stations. It also helped NARC prepare a long-term Operational Plan for
the National Research Outreach Program. Another achievement was
ARPP's assistance in bringing ODA-supported Hill research stations into
the NARC network, and encouraging their participation in research
outreach activities in surrounding Hill districts. These stations were essen
tial in getting the Hill Crops Improvement Program off to a good start.
Hill Production Program
ARPP was originally charged with conducting a production program in four
Western Hill districts, to test improved technologies around farming
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systems sites and other locations, and determine the best extension
approach for the Hills. This goal was later dropped, due to problems unan
ticipated by the ARPP design team:
...it became apparent that a) there was little improved technology
of crop materials that had reached the ARPP districts and thus
there was no basis to launch large-scale block production programs,
b) AIC would not be able to deliver in!?reased quantities of fertil
izer... and c) it would be difficult to test new extension methodolo
gies without having identified available technologies to extend.
-ARPP Terminal Report, 1990
Aside from problems like small scattered pockets of land and limited
road access, the main constraint was that no proven technology was
available for intensive production programs in the Hills. The ARPP team
decided to step back and test new technology and improved crop varieties
in farmers' fields over a range of agro-ecological conditions. One focus was
appropriate technology for sustainable agriculture in rainfed Hill areas,
involving reduced reliance on fertilizer-intensive cereal grains, introduc
tion of improved non-traditional crops (including legumes), and incorpora
tion of green manure crops and fodder crops and trees. ARPP found that 'it is
possible to get substantial increases in productivity and farm income from
remote hill farms. Farmers are receptive to new crops (Sesbania rostrataas
a green manure crop, oats, lentils, groundnuts) if they fit an improved crop
ping pattern" (ARPP Terminal Report, 1990).
ARPP developed an outreach model with strengthened linkages
between farms/stations and extension services in Hill districts, and was
later asked by NARC to develop a program to improve promotion of new
technology nationwide. Without support from the ICP, the Tera block
production programs had "lost focus and momentum'. The NARC National
Research Outreach Program devloped with ARPP assistance gives key
regional stations primary responsibility for on-farm testing. Station
research outreach staff and extension staff collaborate in the design,
conduct and evaluation of experiments held in farmers' fields. The value of
this approach is that it gets researchers into the field on a regular basis,
and has stations provide technical and logistical support. However,

288

Four Decades of Development

backup support is also needed from the national commodity programs and
technical disciplines.
Seed Development Component
ARPP assisted HMG in establishing a National Seed Development Board
within the MOA, supporting the Seed Technology and Improvement
Program (STIP) as the coordinating office for seed development activities.
ARPP also helped improve foundation and breeder seed production
programs for principal food crops, forage, fodder, and green manure crops,
and improved the network of national and regional seed-testing laborato
ries.
Building on the experience of the Seed Production and Input Storage
Project, ARPP initiated a Private Seed Producer-Seller Program in eight
Hill districts to help achieve local self-sufficiency in quality seeds and
generate cash income by sales to local farmers. Estimates revealed the
program added five to six million rupees to farmer income per year.
Key elements in this very successful farmer-to-farmer program were
the timely supply of preferred varieties of foundation seed by STIP, supply
of storage bins and fumigants for purchase by farmers, extension staff and
farmer training, and strong support from the ADOs. The program seemed to
offer a workable model of seed supply in the Hills, though like all other
field-based programs, sustainability depended on provision of transport for
equipment and seeds, and sufficient per diem rates for fieldworkers.

Phase II at IAAS
The $4.1 million IAAS Phase II Project began in 1985. Project inputs, includ
ing a technical assistance team from Utah State University, were linked to
a World Bank loan providing equipment and construction of additional
dormitories, staff housing, and classrooms. The project paper delineated
clear institutional objectives: improved administration, curriculum and
teaching materials (including establishing a B.Sc. Animal Science program
and improving extension agent training at the two branch campuses);
improved teaching, research, and staff services; implementation of an
IAAS farm development plan incorporating research and practical train
ing; development of an extension outreach program; scholarships for female
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students; and development and implementation of an effective maintenance
plan for facilities.
Although the project, which terminates in 1991, has not yet been
formally evaluated, there are indications of a disappointing performance
in Phase H.Some progress was made in specific outputs suh as establishing
the Animal Science curriculum, preparing textbooks, increasing the number
of female students, training faculty, organizing farmer extension days,
creating permanent posts for assistant deans and a research director, and
preparing a farm plan. But genuine progress in building overall institu
tional capacity has not occurred.
Serious problems at IAAS include student strikes which disrupted
classes for nine months at the beginning o" Phase II,further disruption due
to the trade and transit conflict with India, and political activities during
the 1990 democracy movement and subsequent campaigning for the 1991
elections. Once again, key figures require, ':,r institutional development
were not present. The team leader terminated his tour halfway to comple
tion, and there was a rapid succession of deans. In addition IAAS has
failed to create strong links with HMG, private agencies, and donors, all
potential employers of its graduates and potential clients for its research
services.
After 15 years of USAID support, IAAS still lacks a sense of institu
tional direction, partly due to lack of institutional autonomy and frequent
changes in leadlership, and partly to the implemtntation teams' failure to
adjust their approach to the Nepali context by, for example, focusing on
improving IAAS communication links with higher level education authori
ties and prospective employers of graduates in Kathmandu. The encroach
ment of national and local politics on the campus threatens to irreparably
disrupt the discipline needed for teaching, learning, and research. USAID
projects have supported quality training for many individual faculty
members, but thi.3 investment may be lost if well trained teachers leave
IAAS L,-cause of an unfavorable living and working environment.

Pilot Work in Irrigation Management
Based on an initiative from AID/Washington, USAID developed the
Irrigation Management Project (IMP), a seven year project initiated in 1985
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with USAID funding of $9 million and a HMG contribution of $4 million.
Thie IMP was to increase the institutional capability of the Department of
Irrigation (DOI) and farmer groups to develop and sustain efficient irriga
tion management practices. The project estabrished a Systems Management
Division to conduct pilot field activities at two sites (Sirsia-Dudhaura in
the Terai and Handetar in the Hills) to study operations and maintenance
issues of systems with water-user associations. Asecond component was the
Irrigation Management Center, which trained irrigation staff and guided
applied research.
The IMP addressed the poor performan',-e of public agency-managed
irrigation systems in Nepal, which reduces the agricultural productivity of
water users. One reason was a departmental bias toward construction, and a
corresponding neglect of the increasingly important functions of manage
ment operations and maint nance. Also in the past, the DOI tended to
ignore systems owned and operated by farmers. IMP was a modest attempt
to draw government attention to irrigation management issues, but it oper
ated as a small side effort in the DOI portfolio, which gave priority to
large construction projects.
With donors and F1MG looking for ways to fix an expensive system that
was not working to ensure farmer productivity, the IMP's pilot efforts at
redefining far-mer user groups and DOI responsibilities in operati" jns and
maintenance provided an important alternative model. An energetic
USAID Project Manager for IMP saw the opportunity and introduced this
model in multi-donor discussions in 1987/88 which were articulating condi
tionalities in the agriculture sector for the second Structural Adjustment
loan. This alternative model based on "user participation" (farmer respon
sibility and control) contributed to a significant reorientetion of the irriga
tion sector in Nepal in the latter part of the 1980s. The concepts champi
oned under IMP were incorporated as fundamental principles in the Irriga
tion Master Plan and the Irrigation Sector Program funded by the World
Bank, ADB, and UNDP. Thie DOI became a separate department and
assumed responsibility for toth HMG and farmer-owned systems.
The IMP unit is now be.ing institutionalized as a new Systems Manage
ment, Training, ar.J Research Division in the DOI. The project has been
extended for two years and redesigned to support this process. This division
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will work with new District Irrigation Offices, organized
as
decentralization effort to assist with small-scale irrigation part of a
programs.
Farmers interested i small systems can request assistance,
but must provide
some support and participate in management. Medium
and small systems
formerly under various HMG agencies will be turned
over to farmers for
management, while large systems will be jointly managed
by farmer asso
ciations and the DOI.

Beyond Projects: Policy Change and Analysis

In the mid-1980s, USAID began to concentrate on a policy
agenda and to
work with other donors in pressing for policy reforms
in agriculture, rural
development, and resource conservation. This coordinated
effort was
relatively successful in speeding up decentralization efforts
and
in convinc
ing the MOA to establish NARC as the coordinating
institution for
agricultural research. But not until HMG's 1985 financial
crisis and the
subsequent Structural Adjustment Program was a more
eL'fective format for
policy dialogue, based on loan conditionality, created.
Backed by its extensive project experience and policy
studies, USAID
was able to introduce useful concrete proposals into donor
discussions and
help define needed conditionalities. This included
key input into the
formulation of the Forestry Master Plan, the Irrigation
the National Seed Board policies permitting private Master Plan, and
producer-sellers of
improved seed.
Problems with access to fertilizer began soon after the
first agricultural
input parastatal was established, with USAID assistance,
in the 1960s.
However, USAID and other donors failed to convince
HMG to implement
critical reforms in the fertilizer marketing system.
HMG did bring its
pricing system closer to India's to prevent leakage of subsidized
fertili-er
across the border, but the agreement to increase private
sector participation
in fertilizer sales and distribution was only partially
met. USAID was
able to get an agreed upon Fertilizer Managemert Plan
for
including a pilot program for licensing of private fertilizer Rapti Zone,
dealers and
early storage of fertilizer in Hill depots, but a subsequent
study found poor
AIC compliance.
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USAID acted on another front as the chairing organization for the
Donor Sub-group or, Fertilizer. USAID's efforts successfully energized the
donors to support an ADB/ UNDP study on the fertilizer sector in prepara
tion for the serjnd ADB Agriculture Program loan. This study conclusively
showed the AIC system to be inefficient and expensive, with a private
sector compe, itive market system promising more efficiency and cost effec
tiveness. The report's primary recommendation - that HMG should permit
full private sector participation in importation, distribution, and sales of
fertilize," - is currently being negotiated. USAID's involvement has been
catahtic throughout this process.
:n the last three years, USAID's Agricultural and Rural Development
Division has seriously examined the problems and opportunities for devel
oping a market-led, cash crop-based, private sector-driven development
paradigm to enc.,nrage greater growth in the agricultural sector. In some
ways this is a radical departure from USAID and other donor assistance
strategies of the last forty years, while in others it is a logical develop
ment of USAID's evolving priorities and private sector activities in the
ARPP and the Rapti Project.
A series of studies and workshops drawing on diverse project and AID
resources has created a better understanding of current cash crop production,
processing and marketing systems in Nepal, and constraints to private
investment in each of these. This includes study of domestic and regional
marketing opportunities, existing privite agro-input and service delivery
systems, and experience and options for small producer associations.
Fleshed out with these analyses, the initial paradigm has been incorpo
rated into both the Agro-enterprise and Technology Systems Project and
into selected activities of the Rapti Project.

A Model for the 1990s
USAID's agriculture and rural development program for the 1990s seeks
sustainable, broad-based growth based on greater reliance on market
signals and realities, more direct support to private participation, and
greater responsiveness and accountability of government services to the
users. The ARD portfolio is being reorganized to better support two program
objectives:
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*expand access of farmers, rural groups and agro-enterprises to market
opportunities in order to increase their economic options and
incomes;

*accelerate the process of endowing private groups and users with
control over, and capacity to sustainably manage, Nepal's economi
cally important renewable natural resources.
The Agro-enterprise and Technology Systems Project, initiated in 1990,
combines a private sector agricultural initiative with a public sector effort
to reform the agricultural research system and make it more client-respon
sive. This $15 million project ($12 million from USAID and $3 million from
HMG) plans to:
" establish an Agro-enterprise Center in the Federation of Nepal
Chambers of Commerce and Industry as a support facility to link
agro-enterprises (producer groups, commodity associations, and
firms) with sources of technical and marketing information and
services;
" support implementation of major management reforms within NARC
to give it the flexibility, incentive structure and autonomy needed
to make it cost effective and responsive to farmer and agro
enterprise client needs; and
" establish a client oriented research outreach program within the
command area of each NARC regional research station. USAID's
support for NARC is conditioned on implementation of reforms to
create a more autonomous, effective and better managed agricul
tural research organization. USAID's concept and approach have
been recognized by other key sector donors as a useful paradigm for
project design in the 1990s.
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RURAL DEVELOPMENT
The Rapti Dovelopment Project: Phase I
Although HMG encouraged donors to support regional development
programs during the 1970s, USAID hesitated to commit itself because there
were no models for this type of project in Nepal, and because USAID
wanted clear evidence of HMG's commitment to decentralization. In 1977,
the World Bank agreed to finance construction of a road from the East-West
Highway into the Dang Valley in the Rapti Zone. USAID agreed to
develop the impact area of the road, and to explore the fea"Tbility of an
expanded rural development project incorporating all five districts of the
Rapti Zone.
Because of AID interest at that time in collaborative project design to
encourage a host-country sense of project "ownership", USAID contributed
$1.4 nullion for a collaborative two year design project. This was carried
out by Nepal's Agricultural Projects Services Center (APROSC), Cornell
University, and USAID. APROSC fielded a large team ri HMG officials
and consultants to perform initial data collection and analysis and partici
pate in the design effort. This collaborative process resulted in a compre
hensive but unwieldy project that included too many components and gave
rise to multiple management problems.
. The Rapti Zone Rural Area Development (RAD) Project began imple
mentation in 1980, and was scheduled to end in September 1985. Phase I was
part of a proposed 15 to 20 year effort to raise income levels and improve
the quality of life in the Rapti Zone. It was an AID New Directions project
intended to meet the basic needs of the poor majority, defined here as the
farmers of the Middle Hills.
Project purposes were to improve income, farm production and other
measurable quality of life indicators in the project area; and to increase
local demand for, and control of, national service delivery systems for agri
culture, resource management, health, family planning, and education. The
project paper defined four broad targets essential to achievement of these
purposes:
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* improved household food production and consumption;
"improved income generating opportunities for poor farmers, landless
laborers, occupational castes, and women;
* strengthened capacity of panchayats and other local organizations to
carry out local development efforts;
"increased availability and use of service delivery systems.
The project identified HMG programs in ten ministries and agencies
key to improving quality of life, and ambitiously planned to strengthen as
all
of them. investments were organized around food and agricultural produc
tion, forestry and natural resource management, employment and
skills
development, road development and rural works, and institutional devel
opment. The latter component supported HMG's long promised efforts
to
devolve power and responsibility to district and village panchayats.
The Farming Systems component (34 percent) supported small irrigation
systems; five Small Farmer Development Program (SFDP) credit offices
per
district; training and support for "Leader Farmers'; upgrading and construc
tion of offices, warehouses, and two agricultural and livestock service
centers per district; construction of the Agricultural Training Center
at
Nepalgunj; and Subject Matter Specialists (SMS) to carry out adaptive
research and disseminate research findings. USAID's Integrated Cereals
Project and Seed Production and Input Storage Project also worked in
the
Rapti Zone to complement the RAD. These inputs were expected to increase
crop production by 25 percent, significantly increase livestock productivity,
and establish kitchen gardens and fruit and nut orchards.
The Rural Works component (25 percent) upgraded three roads into the
Mid-Hills and provided $600,000 in grants to each district to support
locally planned and constructed drinking water systems, minor irrigation
improvements, bridges and trails. The Renewable Resource Management
Component (12 percent) included assistance to plant fodder and fuelwood
species in community-owned Panchayat forests, establish 60 Panchayat
nurseries for distribution of 400,000 seedlings, and promote community
forestry management of existing forests. Mobile soil and water conservation
teams were to establish demonstration plots in eroded areas and
assist
local residents in preparing anti-erosion land use plans. A separate
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National Forestry intervention was to reforest more isolated areas, under
take research, and establish nurseries.
The Institutional Development component (11 percent) supported the
physical upgrading, increased staffing and training, and logistic support of
district offices, including district health centers. USAID's Integrated Rural
Health/Family Planning Services Project was expected to complement this
by expanding heaith and family planning programs in the Zone. The RAD
provided $2 milhon for construction, staffing and operations of a Project
Coordinator's Office in Dang, meant to coordinate ministry programs and
provide technical assistance when central and regional offices were not
doing so. Implementation was managed by the USAID Rural Development
Office and HMG-appointed PCO staff, with an explicit effort to limit
expatriate technical advisors so they "do not usurp or exert undue influence
in the overall direction of the Project.' Expatriates served as specialists in
construction, procurement and logistics, financial management and account
ing, and planning.
The Employment and Skills Development component (8 percent)
provided $500,000 to the Department of Cottage and Village Industries to
train poor farmers, the landless, occupati3nal castes, women, and disad
vantaged ethnic groups in light industries. Also $1.3 million was budgeted
to upgrade schools, train teachers and provide scholarships for disadvan
taged students. An Appropriate Technology Unit received $600,000 to
develop technologies for local industry, to increase energy efficiency and
improve the quality of food processing and storage in the Hills.

Phase I: Problems and Progress
In mid-1983 AID conducted a 'special' mid-term evaluation of the recently
initiated Rapti Proiect. Reasons for this were:
Th Rapti Project has always been the subject of unusual scrutiny in
Washington, for reasons not entirely its fault. The project was
designed and begun in the heyday of one of the endless parade of
donor fashions, as an integrated rural development project. No
sooner was it underway when the wheel turned, IRD projects fell
out of favor, and were replaced by other donor fashions....These
problems have been compounded by increasing financial and human
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resource constraints within AID, by imperfect mutual understanding
between Mission and Bureau leadership, and by the
particular
difficulty of doing business in Nepal.
IRD projects became unfashionable partly because early
experience
worldwide showed that complicated, multi-ministry projects
encountered
coordination problems that seriously undercut success.
The Rapti Project
was no different in this regard. The special evaluation
team arrived early
in implementation, before many coordination problems could
be worked out.
Although the project was designed to provide $6-7 million
per year, a slow
start and financial management problems had slowed
disbursements and
implementation. Project expenditures began at US $700,000
in 1980/81 and
slowly climbed to US $4.8 million by 1984/85. Only 54
percent of plaimed
inputs were completed by the scheduled end of Phase I.
The 1983 team tried to reshape the project to reflect AID
policy changes
under the Reagan administratien. They emphasized
that "increased
production and income is crucial to any future rural development
strategy"
because "rural areas must pay their own way" for services
to improve the
quality of life of citizens. The team put USAID and HMG
on notice that "if
conditions.. .are essentially the same in two years as
they are now, the
project should be terminated." Major program changes
were demanded in
five areas: resource conservation; household production
systems; private
sector incentives; devolution of power and responsibilities
to district and
village panchayats; and family planning.
The USAID Rural Development Office and HMG worked
energetically
over the next two years to meet AID requirements for project
survival. HMC
initiated the community forestry program in Rapti, promulgated
by-laws
in 1984 for implementing the Decentralization Act,
and posted Local
Development Officers (LDO) and other officers to prepare
district devel
opment budgets and annual program plans.
The main project goal, vaguely defined as improvement
of quality of
life, was replaced with a clearer focus on increasing household
income. The
evaluation team had called for a "rural development
strategy... to be
oriented and carefully coordinated to strengthen the
multiple income
opportunities of the household in food crops, livestock,
fodder, tree crops,
off-farm wages and local industry employment." Service
components in
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family planning, health, and education were pruned away to sharpen
Rapti's focus on increasing household incomes, environmental protection,
and strengthening local institutions.
The team had also called on project managers to identify and test
alternative approaches to improving household incomes and not rely
entirely on existing HMG programs. As a result, the project supported
HMG's new Production Credit for Rural Women Program in Rapti, and
developed a pilot Household Production Systems component to provide a
private sector extensiom system to increase cash cropping and other income
opportunities in selected villages. The team had also called for improve
ments in incentives to encourage local private enterprise and mobilize
economic activity. USAID funded two studies and began to press for priva
tizing seed production and fertilizer distribution.
As the two year deadline approached, USAID proposed a three year
no-cost extension, which it justified by outlining progre;s in the five
problem areas. AID granted an initial one year extension to accommodate a
final project evaluation to determine whether a longer extension was
merited.
In its extension proposal, USAID argued first that significant develop
ment momentum had been built up in the Rapti Zone by the Project's
contributions in infrastructure construction, enhanced support to districts by
central ministries and the PCO, and Jncreased staff in district offices. In
addition, terminating the project early would seriously undercut HMG and
local commitment to development that had been demonstrated. The
proposal also discussed the significant role the project was playing in
reinforcing decentralization of authority to the districts. In 1984, HMG
began implementing the Decentralization Act; th,- project could now help
districts to improve planning and management of local development
resources. Finally, USAID emphasized the project was being refocused to
increase rural household incomes through new initiatives such as the
Household Production Systems component, and expansion of SFDP and
PCR'A credit programs in the Zone.
The 1985 evaluation team concluded that USAID's arguments were
sound, and that the project should be continued. The Rapti Project should
continue to support HMG's 'bold steps to decentralize and improve local
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participation and local mobilization of resources". In addition, it main
tained that in spite of the many problems of complex, multi-ministry
projects, mobilization of internal resources for development "required
multiple programs, sometimes via one project." However, the team recom
mended Phase I be termin. .d:
Initiate the second phase.. .as an institution-building local devel
opment project more sharply focused on technology transfer in agri
culture and the environment. Recommended project strategy
involves three elements: a) strengthening institutional capacity for
managing development at district and village levels; b) expanding
and strengthening nat;rel resource management programs; and c)
concentrating resources efficiently and effectively on agricultural
pro:uction [including livestock] in both valley and hill areas.
Another recommendation was reduction of Project Coordination Office
staff and responsibility, redistributing management functions to the
districts and the Regional O;fice. Phase II technical assistance was to be
structured as a single project implementation contract, gLving the primary
contractor broad responsibility for project implementation.
Phase I continued until July 1988. Only a few activities were funded in
the final year, as USAID and HMG directed their energies to designing and
initiating Phase II,the Rapti Development Project (RDP). The project com
pletion report detailed Phase I achievements:
*rural works program construction of 46 drinking water systems, 15
suspension and wooden bridges, 163 kilometers of mule tracks, 180
kilometers of all-weather road, and four medium and 10 small irri
gation systems;
*increase of HMG officer staff with project related agencies from 33 to
80; degree training for 60 participants and short-term training for
279;
*implementation of the Decentralization Act, with district and
village Panchayats preparing development plans and approving
district programs and budgets, and better HMG support for
Panchayat planning and implementation;
econstruction of an Agricultural Training Center, 41 district buildings,
10 sub-district Service Centers for expanding extension efforts, AIC
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input storage facilities, and upgrading of the Musikot Vegetable
Seed Production Center with an expanded outreach program;
*five-fold expansion of fer'.ilizer supply in the Zone;
*an Appropriate Technology Unit developing and extending bio-gas
plants, shallow tubewells, and other technology;
*credit targeted to women farmers in the PCRW Program, and
increased ADB/N investment in the Zone, from Rs3.7 miilion to
Rs24 million;
*transformation of the Zone from a chronic food-deficit area to an area
of moderate food surplus (annual production of food grains increased
from a 174,000 metric ton annual average to 220,000 metric ton aver
age, a 26.3 percent increase leading to a per capita increase from 198
kilograms to 213 kilograms);
*crop diversification into fruits and vegetables; and
,household incomes increased in target areas where surveys were
carried out. (Household Income Surveys cairied out L., APROSC in

1979 and 1989 suggest nousehold cash incomes have perhaps
doubled in real terms).
The Project Completion Report also pointed out that "in retrospect,
many of these criticisms [in the 1983 and 1985 evaluations] were premature
in the judgement of success, since the Proiect achieved equal or better
production outputs in many components targeted by the Project Paper." In
addition, the Rapti Project tested several experimental programs that
became models for HMG policy and program reform: the SFDP and appro
priate technology programs, licensing of private fertilizer dealers, a
collaborative food-for-work road construction program with the U.N.
World Food Program, and community management of forest land.
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Village Water Tap, Rolpa District,
Rapti Integrated Rural Development Project Area

Lessons from project implementation and evaluation gave USAID the
impetus to move from a vague goal of "promoting development to meet
the
basic necds of the poor majority" toward clear articulation of a strategy
emphasizing increased farm and forest productivity, income generation,
and sustainable environments for farm households. HMG eventually
accepted this redefinition of the project.

Rapfi: Phase 1i
The Rapti Development Project, Phase II, started in July 1987 with
a
planned life of eight years. AID provided $18.8 million of total project
costs of $27.4 million. The redefined project purpose is "to increase house
hold incomeE and well-being through increased productivity and improved
sustairnable management of farm and forest resource systems." Crop, live
stock and forestry production are to increase through improving technology
transfer through HMG district line agencies, through strengthened local
farmer organizations, and through private sector service delivery.
The
Ministry of Panchayat and Local Development (renamed the Ministry
of
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Local Development in April 1990) is the lead counterpart agency, but the -e
are defined roles for the Ministries of Agriculture and Forestry and Soil
Conservation. The implementation structure is simplified from Rapti I,
with a streamlined PCO and a single primary technical assistance team
(the DEVRES/New ERA Consortium). The project's four components are
described below.
Agricultural Production: strengthen extension programs for cereals and
livestock; support formation and effective operation of local farmer user
groups; improve input supplies by developing an AIC fertilizer plan for
timely delivery, increasing the number of private dealers, supporting local
seed multiplication systems, and transferring improved techmology for seed
storage and processing to farmers; and narrow the pivate sector Household
Production Systems extension activity into the Vegetable, Fruit, and Cash
Crop (VFC) program, supporting farmers in promising production pockets in
commercial production of crops.
Forestry Production and Natural Resource Management: expand local
forest user groups and strengthen their legal and organizational capacity to
manage local forests; encourage individuals and groups to use private and
leased government land to produce forest products; strengthen Department
of Forestry management of national forests through district level planning
and divisional nurseries; and support HMG-managed conservation and
stabilization efforts by expanding nurseries which supply plants for stabi
lizing roads, trails, canals and watersheds.
Local Group and Private Enterprise: establish local groups capable of
managing agricultural and forestry activities through an expanded Small
Farmer Development Program, other farmer associations, and expanded
user groups for livestock, forestry, irrigation, and women in development
activities; establish a Private Enterprise Unit (PEU) to carry out feasibil
ity studies for new small enterprises; and create new household and micro
enterprises in agricultural production/ processing.
District Institutional Development: improve Local Development Office
capacity to plan, coordinate and monitor district programs; improve
district and village planning and management of local resources; strengthen
the Women in Development program through increased training and
production opportunities for women; support an ADB/Nepal-CARE
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program for self-help construction and rehabilitation of irrigation schemes;
and support construction of bridges and maintenance of Rapti roads.

Rapti 11: Evaluation Recommendations
A mid-term evaluation .vas carried out in April 1990 to provide direction
for the project's remaining years. The team made strategic recommenda
tions, specifically: the still overly complex project should be streamlined,
with I ss promising interventions weeded out and funds reinvested in more
productive activities; and long-term tecniical assistance in rural develop
ment eco-iomics was urgently needed to carry out appraisals of on-going and
proposed project components. The evaluation team identified interventions
they believed were of doubtful value, including the large number of PreProduction Verification Trials for cereal grains, the introduction of exotic
breeds and fodder on arable land, and the Department of Forestry's empha
sis on planting pine seed'rng-.
Additional investments were needed to support farmers' priorities,
such as expansion of the ADB/Nepal-CARE program for constructing and
rehabilitating irrigation systems, and expansion of low-cost jeepable roads
and mule trails into the Hills. The team called for furtor assessments of
the effectiveness of service centers before additional investifents were
made.
The team identified four other key project issues. First was the .ieed for
HMG agencies to actively encourage private ei.,preneurs (e.g., in seed and
seedling production and fertilizer and agro-chemical sales) and to elimi
nate unfair competition from parastatals and government programs under
cutting these enterprises. Second, the team concluded that cultivation in
Hill districts already exceeded sustainable levels, with current production
increases resulting from the expansion of cultivation onto fragile uplands,
rather than from productivity gains. Although further ?nalysis was
needed, the team believed the main potential for increased agricultural
production lay in improving irrigation in the Dang and Deokhuri Valleys.
The team also felt that Rapti II had over-emphasized institution
building and sustainability within government programs. Recognizing "the
deeply entrenched rigidity of government institutions is difficult to break
down," they urged that the project give equal emphasis to direct efforts to
transfer new technologies and management techniques to farmers. As the
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report stated, 'Sustainability is more likely to be achieved when the
farmers themselves use, disseminate and seek improved technology and
advice.. .RDP's success in motivating and supporting farmer groups should
ensure benefits are sustained beyond the life of the project." A final issue
was "the strong tendency for line agency officials to pursue their own
specific targets with little liaison with other departments." The team
encouraged the TA team to continue support for community management of
local resources in order to achieve the integration HMG officials were
unable or unwilling to provide, and called for strong HMG support for this
effort.
The team called for the agricultural production program to focus on the
most effective interventions for increasing production of cereals, pulses, and
oilcrops. Necessary adjustments included the following: establishment of
an RDP Research Working Group to strengthen i.Ld:s with NARC and other
research programs; more strategic use of Minikit, FFT, PPVT, and Block
Production Programs to provide quality data actually analyzed and used by
the ADO staff; and a comprehensive soil fertility program including usage
of chemical and organic fertilizers, crop rotations, soil fertility testing, and
soil conservation practices. The team reaffirmed the need for the AIC to
comply with the RDP's fertilizer development plan, including increasing
private dealer commission rates to at least 10 percent, and meeting farmer
demand for easier-to-use complex fertilizer.
The evaluation recommended the VFC component, managed by the No
Frills firm, shift from a production focus to a market research and develop
ment program for cash crops, and work to strengthen HMG extension capa
bilities in cash crops.
In the Livestock program, the team recommended revising budgets on
the basis of technical and financial appraisals, and having technical
advisors split their time between identifying the most appropriate inter
ventions, and assisting the Department of Livestock Services work with
user groups. Recommendations for the Forestry component included: the
need to focus 70 perceni of advisor time on increasing the capability of user
groups, local government units, and Department of Forestry (DOF) person
nel to manage community forests; shifting the emphasis of DOF programs to
turn-over of management control to user groups and Village Development
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Committees; exploring the possibility of direct grants tc foresi user groups
and Village Development Committees with approved management plans
while degraded forests regenerate; simplifying the process of turn-over of
community forests and allocating national forests; the ieed for the DOF to
begin establishing contract nurseries and producing species preferred by
farmers (especially fodder trees); and the need to restructure the project's
agro-forestry program.
The team recommended the project continue financing maintenance of
Phase I roads and co-financing trail and road improvement programs with
the World Food Program. In the Institutional Development component, the
team recommended: continue encouragement of local groups and the commu
nity resource management approach, but concentrate on two to three pilot
communities; encourage LDO and Planning Officers to carry out economic
appraisal and ranking of development options; the Appropriate Technol
ogy Unit should work more closely with the Small Farmer Development
Program to assess farmer needs for appropriate technology; and the
Ministry of Local Development should link the Women in Development
program more closely with sectoral agencies.

Redirecting the Rapti Project for the 1990s
Several actions have been taken to redirect the Rapti Project in accordance
with the 1990 evaluation. When these modifications are in place, there
will be a performance-ba'ed budgeting system for tocal cost financing of line
agency programs, with performance measured against the purpose and
output objectives recently clarified in the amended project agreement. These
measurements will be accomplished by regular project monitoring, which
includes routine line agency and PCO monitoring activities, as well as
supplementary special analyses.
A new rural development economist on the TA team will perform
conomic and financial appraisals of various project interventions. The line
agencies participating in the project have been asked to rank their
programs for funding according to the expected returns as defined by the
revised project objectives. Program, w'ich are not focused to echieve stated
project objectives or which are shown to be ineffective will not be financed
under the project; suiplus funds will be transferred to other, more promising
programs.
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The revised project purpose indicators are: increased household incomes
and food self-sufficiency; increased crop, livestock, and forest "productiv
ity" (rather than planting targets); improvement of the land resource base
through expanded local management; and better community management of
productive resources by 100 local groups.
In the Agriculture component, specific indicators include: farmers
adopting technologies for sustainable agriculture, particularly soil fertil
ity management; improved seed managed locally; and increased produc
tion, marketing, and consumption of high value/low volume cash crops. For
the Livestock component, the indicators are: 35 livestock management
groups applying a model for increased livestock productivity including
animal health delivery service and marketing; and joint efforts by DLS,
DOA, and DOF to increase the supply of fodder and forage and improve
grazing control.
In the Forestry component, revised indicators are: improved forest
management through local forest user groups in 35 communities; accessible
forest areas actually handed over to user groups for management; and
increased planting by farmers (based on new legislation giving clear rights
to private owners) to supply firewood, fodder, and organic matter to their
farming systems.
In the Local Groups and Private Enterprise component, the indicators
are to provide clear evidence of active participation of many farmers with
extension services, marketing networks, local resource management activi
ties (community watersheds and forest land), and credit and input services.
Increased participation of women in the local groups active in these efforts
is expected. In the District Institutional Development component, outputs
were revised to measure improvements in all project-supported line
agencies (not just the LDO Office) in preparing and implementing work
plans to increase farmer productivity and income; in working with local
client groups and families to address productivity problems; and in improv
ing collaboration among line agencies to optimize use of natural resources.
The VFC sub-component managed by No Frills was redirected to begin
an expanded Market Development initiative. Activities include intensify
ing research in marketing village cash crops, developing market profiles on
the ten most promising cash crops and organizing Market Development
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Workshops around these; and preparing Export Market Surveys examining
the potential of exporting cash crops to India, Pakistan, and Bangladesh.
There are also plans to expand the ADB/Nepal-CARE irrigation compo
nent to meet farmer demand for support in constructing and rehabilitating
local irrigation systems, and to collaborate with the U.N. World Food
Program to meet the demand for improved jeepable roads and trails into
the Hills.
These revised activities will carry the Rapti Development Project into
the mid-1990s, at which time the project will have been implemented for
15 years - the original time frame for this integrated rural area develop
ment project.

NATURAL RESOURCE MANAGEMENT
The Resource Conservation and Utilization Project
RCUP Objectives and Strategies
Although USAID had noted environmental problems in the late 1960s,
natural resource conservation could only be placed on Nepal's development
assistance agenda a decade later, when HMG began to be seriously
concerned with environmental degradation in the Hills. In response,
USAID developed one of its largest projects, the $32.5 million Resource
Conservation and Utilization Project (RCUP).
Because of AID's interest in the collaborative design process at that
time, the project was designed by a Nepali team directed by the Depart
ment of Soil Conservation and Watershed Management (DSCWM),
together with the Title XII Southeast Consortium for International Devel
opment (SECID, a consortium of universities in the southeastern section of
the U.S., organized to provide technical assistance in AID projects) and
USAID. The design team included 82 Nepalese technicians, social scien
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tists, and economists from various agencies, 12 SECID consultants, and four
USAID staff. The collaborative design process alone cost $1.2 million.
The project was funded with $27.5 million from AID and $5 million
from HMG. The planned project period was 1980 to 1985, but was extended,
without additional funding, up to 1988. SECID not only helped design the
project, but also went on to provide the technical assistance team for
implementation.
The RCUP was conceived as the first phase of a long-term USAID
commitment to help halt rapid environmental deterioration in the Hills.
The project purpose was "to assist HMG in the protection and restoration of
the soil, water and plant resource base upon which the rural population is
totally dependent.' RCUP targeted the small Hill farmer's complex
system of environmental utilization: concentrating agriculture in the
lowlands and grazing on the steep slopes, while harvesting fuelwood,
fodder, timber, and organic matter from forest lands higher up.
The DSCWM was the coordinating agency for the project which
involved 11 counterpart agencies, including seven line agencies under four
.-iustries, plus several independent units such as Tribhuvan University.
These worked on seventeen project components centering on watershed,
forestry and range management. Field work was focused on two river basin
watersheds in west-central Nepal, the Kali Gandaki catchment (4,120
square kilometers) in Mustang district, and the Daroundi catchment (795
square kilometers) in Gorkha and Myagdi districts.

Project Components
The pioneering RCUP addressed natural resource conservation on a number
of different fronts. New institutions were needed to set policies and
organize field programs in this sector. At the ministerial level, HMG
established the National Committee for Conservation of National
Resources (NCCNR) to formulate and coordinate national policies and
programs for resource conservation. (The RCUP budget did not support this
national coordinating unit, however; nor did it directly support ministries
peaticipating in project activities.)
Funrds and technical assistance were provided to the Training Wing of
the Ministry of Forest and Soil Conservation (MOFSC) to support in-service
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and participant training of senior managers in relevant ministries. With
RCUP assistance, the training wing organized a program to train project
extension workers in agriculture, range management, forestry, and soil and
water con,.:?rvation. Project extension personnel were recruited from
secondary school graduates in Hill districts. The other central-level project
'input' was the effort of the RCUP team leader and HMG-appointed
project director to set up new programming and financial procedures for
project activities and to encourage participation by relevant ministries.
In a joint effort with HMG and the World Bank, the project also
assisted in establishing the Institute of Renewable Natural Resources
(later renamed the Institute of Forestry) to train natural resource manage
ment workers. The ongoing two year certificate program and a new B.Sc.
program in forestry were housed at the Institute of Forestry campus at
Hetauda, pending completion of the World Bank-funded Pokhara campus
for the new degree program. RCUP provided five long-term and several
short-term natural resource and administration specialists to help develop
and teach a practical!y-oriented curriculum and strengthen research
programs. The project also supported masters' degree training for faculty in
U.S. universities, laboratory equipment and vehicles, and a fund to support
natural resource management training for villagers.
The majority of RCUP funds were allocated for technical assistance and
field activities in the following areas:
Energy Alternatives: development and dissemination of bio-gas plants, and
testing of new stove models, micro-hydropower installations, windmills,
and multi-purpose water impoundments;
Forest Management: pilot projects testing the effectiveness of managing
forests under several forms of public and private ownership; extensive
reforestation and revegetation of non-crop lands; carrying out forest inven
tories; and developing tree and forage nurseries;
Range Management: planting, replanting, and intensive management of
grazing land;
Animal Husbandry: breeding improvement, improved animal husbandry
practices, immunization against infectious diseases, and treatment against
ectoparasites;
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Agricultural Improvement: use of improved varieties of cereals, and
production and distribution of fruit tree seedlings and vegetable seeds;
support for the Marpha Temperate Crops Agricultural Farm;
Watershed Management: testing biological (revegetation) and mechanical
techniques (gully control and river training structures, large impoundments,
terrace and trail improvements, and road slope stabilization) to control
run-off and channel it to stabilized stream beds;
Irrigation: reduce cultivation pressure on steep slopes and prevent furher
soil erosion by constructing irrigation projects.
In addition, RCUP supported village drinking water and fish produc
tion schemes, and gathered natural resources inventory data as part of a
monitoring program to appraise project effectiveness and develop models
for future watershed and forestry management.
To meet the project's clearly stated objective of bottom-up management
of resource conservation, the project targeted village panchayats as the
appropriate level for local planning authority and responsibility. RCUP
helped set up Catchment Conservation Committees in village panchayats
to coordinate line agency activities and organize local participation in
work projects. Project-supported Catchment Conservation Officers and Local
Development Officers were to assist district panchayats in overseeing
projects initiated by line agencies and village panchayats. Expatriate and
Nepali specialists and PCVs worked as advisors to these frequently exper
imental local schemes, which focused on converting degraded land to envi
ronmentally sound uses.
The second largest budget item (over $5 million) after technical assis
tance costs was construction of sub-district service centers with office and
residential facilities for government field staff implementing RCUP activ
ities. Meant to induce line agency officers to live in the field and work coop
eratively on resource management, these were perceived as a forerunner of
what HMG had to do to draw trained extension workers to the sub-district
level. The project constructed 174 buildings; contract construction (which
provided substantial local employment) also included large-scale river
training structures and impoundments.
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RCUP was just one of several similar projects underway in Nepal in the
early 1980s. As soon as HMG indicated interest in this new sector, donors
stepped forward to fund watershed management projects, including the
Tinau Project sponsored by SATA and GTZ, the Phewa Tal project sponsored
by UNDP and FAO, and seven integrated rural development projects
(including USAID's Rapti Project) with resource conservation components.

RCUP's Problems
Three RCUP evaluations (Simmons, et al., 1983; Meiman, et al., 1985;
Parker, et al., 1988), an AID analytical review of natural resource
management efforts in Nepal (Chew, 1990), and a reflective interview
with the first SECID team leader (Freeman, 1991) have identified
problems and lessons learned in implementing this pioneer project as well
as some of its contributions to long-term natutal resource management efforts
in Nepal.
Both RCUP and the Rapti Project began implementation as "orphans',
designed and approved by AID in accordance with one administration's set
of de'elopment priorities, and passed on for implementation to a less
enthusiastic AID management with other priorities in the next adminis
tration. Designed at the end of the 1970s, the Rapti Project and RCUP were
among the last large integrated projects favored by AID under the Carter
administration. Large-scale integrated rural development projects were not
in favor under the Reagan administration, as most didn't meet the Four
Pillars directives, and many had serious management problems and were
suspected of being developmentally wasteful.
This change was reflected in the USAID Mission. With the departure
of Director Samuel Butterfield and the natural resource management
specialist, who had together shepherded project design and AID approval
of RCUP and Rapti Projects, there was no natural resource specialist
remaining on the staff and limited sense of ownership for RCUP. The new
director and staff were concerned with emerging AID priorities, including
better project management and timely disbursements.
Mission management required substantial revisions in the project
management plan. A major USAID criterion of project performance during
the early 1980s was meeting project financial disbursement targets. Preoccu
pation with these tasks absorbed a significant amount of the team leader's
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and project coordinator's time, limiting their field oversight and ability to
make needed revisions to meet the project's objectives.
The RCUP's project design called for broad interdisciplinary training in
resource conservation for IOF faculty and government officers as an innova
tive approach to addressing complex resource conservation problems.
However, USAID and HMG wanted (and got) traditional training in
specific fields. It was also clear that many HMG officers involved in the
project needed to learn management as well as technical skills, but this
never happened.
Although USAID and SECID expected to institutionalize the models
being developed through the project in the DSCWM and other HMG
agencies, all funds were held in the project, with no money allocated to
ministries to set up new policies and programs. Contracted project staff
constituted a separate unit from the DSCWM and other HMG departments.
RCUP, along with six other ongoing resource conservation projects, weak
ened vital 1MG departments by attracting their best managers to manage
donor activities. This, combined with project-funded out-of-country
training and frequent leadership changes, created institutional instability.
Although the project envisioned strong local participation and respon
sibility, in fact there was little incentive for District Conservation
Councils or "lead Panchavats" to participate, as they had no authority
except to approve projects already identified in the project agreement.
Contrary to "bottom-up" rhetoric, both USAID and HMG had identified
all of the "lead Panchavats" prior to implementation. In this sense, an
evaluation noted, "the RCUP became just like an ordinary public works
project, and it was not necessary to have community participation in plan
ning."
Early on, the SECID team leader had suggested allotting seed grants to
be managed by local panchayats, but HMG refused to trust local communi
ties with grants at the time, and USAID did not want to press this point.
Both the 1983 and 1985 evaluations called for increasing local participa
tion in planning and implementing RCUP activities, recommending that
local contributions should be a precondition for selecting specific Village
panchayats for project activities. This recommendation was applied in the
project extension period with requirements for increased community
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planning and management of schemes, and increaed voluntary labor and
other local contributions.
A related flaw was that the RCUP was essentially seen as a series of
technical interventions. This is not surprising; the design team was
composed mainly of technicians, who devised a project minimizing human
and institutional development, whiLli unfortunately proved vital to
success. USAID and HMG officials were also biased toward technical
expertise in preparing scopes of work for technical assistance. When budget
cuts were needed at implementation time, two social science slots were
dropped as the most expendable items. Ultimately the team leader success
fully insisted on the restoration of an anthropologist, and following the
recommendations of the 1983 and 1985 evaluations, the project later added
an extension advisor.
The project's least effective portion was the $5 million construction
component, partly due to corruption in bidding and construction activities.
Many Nepalis and Americans regarded this component as a waste of funds.
RCUP centers were built to a scale and style incongruous in the local setting,
frequently in locations without adequate water, or where HMG officials
refused to live for fear of isolation or flooding. The 1988 evaluation found
many RCUP buildings under-used or unused. USAID has since made efforts
to transfer the buildings to agencies that can use them.
Given USAID, HMG, and SECID inexperience with the new field of
resource management in Nepal, a more flexible design, or at least more
flexible implementation, would probably have helped the project deal
with unexpected problems, correct them, and meet its objectives. The
special evaluation ordered by AID in mid-1983 to scrutinize and perhaps
close down the project concluded that RCUP "could use an extended period
to focus on the problems of implementatica rather than facing the
disruptions which would be associated with anuther evaluation'. Unlike
the Rapti Project, few changes were made after this evaluation to give the
project new life. However, in mid-1984, two natural resource management
specialists were assigned to USAID to refocus the project for a three year
extension period, in order to effectively use the remaining $7.2 million. In
particular, the extension period allowed the project to develop a less ambi
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tious and less costly model of waterrhed management appropriate to
Nepal.

Progress and Lessons Learned
The RCUP provided a testing ground for innovative resourcE management
technologies, and allowed experimentation with a variety of approaches
to planning and implementation o resource management (both top-down,
line agency-initiated approaches and those organized by local governments
and user groups). These experiences helped USAID, HMG, and other donors
clarify issues; define policy, research, and training directions; and select
madels for the next generation of resource management efforts. Admittedly,
this expensive and sometimes misguided learning process could have been
accomplished in a more cost effective way. Another RCUP contribution was
training in natural resource management for some HMG maznagers and IOF
faculty and first-phase institutional development efforts for the IOF.
USAID realized that what was needed to leverage policy changes was
a coordinated multi-donor effort, a focused project format, and more time for
policy dialogue. There was little success in developing an integrated line
agency approach, and it was decided that proven programs might more
profitably be pursued through separate agencies rather than concentrating
on elusive coordination objectives.
The most effective field intervention- (in terms of cost, technical effec
tiveness, and local sustainability) proved to be simple, low-cost technolo
gies undertaken and maintained by farmer individuals or groups. The
initial RCUP emphasis on large-scale, expensive, multi-purpo. e projects
and river training projects far exceeded Nepal's capabilities, and such
projects often failed. Community management using simple techniques
focusing on relatively small catchment areas was more suited to Nepal.
The RCUP extension tested this "small catchment approach" in an
effort to develop an effective model for implementing small watershed
programs. In the extension period Nepali advisors were used, rather than
expensive expatriate advisors, and local participation was required. The
District Conservation Officer and staff at each field center worked with
committed farmers or groups, using simple resource conservation technolo
gies easily managed and maintained by local communities. Representatives
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of village panchayats and farmers' associations were required to
participate in identifying problems and organizing farmers to implement
the activities.
The final project evaluation found this community-based approach
more effective than the earlier RCUI strategy, and declared it worth
replicating in other projects. However', RCUP did not succeed in institution
alizing this approach in the DSCWM, as the design team overestimnted
the capacity of counterpart agencies to sustain tlie effort after the project
was completed.
Regarding the attempt to devolve forestry resource management to
local aithorities, the main lesson wis thai devolution should continue
dow!nwards to target user grouIps. A legal and institutional framework was
needed under which farmer groups could undezitake reforestation activities
anci rn;inage and harvest restored forests. Due to an evaluation recommen
dation, special efforts were made to include women - the primary
fuelwood and fodder collectors - in all later project activities, and Women
Development Officers from the Ministi-y of Panchayat and Local Develop
ment (MPLD) were appointed to work with the project.
The IOF component continued as a "stand-alone" component of RCUP,
with minimal student/faculty links to project field activities. Education
and training would have benefi.ted from increased contact with these to
ensure the relevance of course content.

Mid-Decade & Beyond: Multiple Follow-on Strategies
With the bulk of RCUP behind it by mid-decade, and with two conserva
tion specialists arriving to manage the natural resources portfolio, USAID
broadened efforts into an array of projects and policy reform attempts
which continue into the 1990s. These tightly focused efforts have
contributed greatly to progress in natural resource conservation.
The PVO Co-Financing Project was created as a funding mechanism to
respond quickly and flexibly to project opportunities as they arose. USAID
has been able to respond to several HMG and private sector investment
opportunities which have significantly expanded its influence on Nepal's
natural resource conservation goals.
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Multi-Donor Policy Development Efforts
USAID interest in policy reform increased ii. 1985, when the World Bank
agreed that the Structural Adjustment Prog,:am should include a focus on
agriculture and natural resource management. The Department of Forestry's
reforestation strategy was not cost-effective, ond had clearly failed to
make a significant economic impact.
One item of conditionality required HMG take legal and adinnistra
tive steps to establish an effective community forest management system,
allowing farmers to reap economic benefits from protecting and maintaining
forest areas. USAID played a key role in insisting on adoption of the
community forestry model succ,-ssfully tested in the RCUP, which turned
control of forest land and resulting revenues over to communities and
private owners. This wodld result in strengthened local commitment to
forest productivity.
USAID also played a key rc-Ie in coordinating donor examination of
policy constraints on forestry development in Nepal, and supported two
studies which recommended encouragement of private sector investments.
This collaborative effort led to ADB and FINNIDA support for prepara
tior, of a Forestry Master Plan. The final document reflects the forestry
management model developed in1 the RCUP - decentralization of responsi
bility to user groups and private leaseholders.

Forestry Developmer, Project
As "-.rt of a multi-donor effort to support the Forestry Sector Master Plan,
USAID designed the $5 million Forestry Development Project to run from
1990 to 1995. The project will strengthen the capacity of the Ministry of
Forest and Soil Conservation in three areas: training Planning Unit staff for
policy implementation and planning activities; formulating legislation to
transfer forest management authority to user groups and private firms; and
developing a program to encourage local production and marketing of fuel
efficient stoves. The Planning Unit will coordinate progd _s transferring
forest land from the national government to user groups and the private
sector.
USAID is also providing an additional $3 million to support local costs
in the Master Plan implementation. These funds will first purchase
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kerosene for use as a substitute for firewood; sales proceeds will be piaced in
a special account, to be released as HMG completes agreed-on policy
actions.

Institutior'3l S-Arengthening: Institute of Forestry
The 1985 RCUP evaluation strongly recommended USAID design a follow
on project to continue institutional strengthening of the IOF, a 'fragile
flower that needs considerable attention and support if it is to grow.' This
institution is seen as the best hope for providing skilled manpower for
commurity forestry and other resource management programs. The eight
year IOF Project started in 1987 with $8.7 million funding from USAID and
a $5.3 million HMG contribution. Technical assistance is being provided by
the Yale University School of Forestry and the International Resources
Group, wlich provide two long-term technical advisors and other expertise
through a Scholars-in-Residence program. The project includes curriculum
development; staff and faculty participant training and in-country train
ing; development of an applied research program on resource management;
and limdted commodity procurement for various institutional programs. The
project assists in developing a quality B.Sc. program at the main campus in
Pokhaia, and sound extension training programs at the Hetauda campus.
The project has profited from lessons learned from USAID's fifteen year
experience in strengthening the Institute of Agriculture and Animal
Sciences. Curriculum development, pr-ctical training for students, and
faculty applied research efforts are all strongly focused towards the
knowledge and skills needed by future employers of graduates - HMG
natural resource agencies and donor projects. To maximize continuity and
cohesion, USAID requires that the implementing advisors live in Pokhara
and make at least a three year commitment.
The IOF has already established two Social Forestry Demonstration
Sites for training and research work for a Social Forestry Systems Study
Group. Most of the faculty who will be doing participant training (up to 15
M.S. degrees and six Ph.D.s) have been selected and have begun their
training at U.S. 'niver'ities. Training will cover a broad range of fields,
including forestry, soil conservation and watershed management, wildlife
and national park management, and academic and research administra
tion. A program of in-country training workshops has been initiated, and
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faculty have begun presenting papers at international resource conservation
symposiums. The project has acted as a catalyst in linking the IOF to other
donors in the sector, and in drawing donor funds to support research and
training.

Practicalfield training for Nepal's future foresters, an important element
of USAID support for the Institute of Forestry.
-photo by Alison Wright

RCUP Follow-On Projects
Three resource management models developed under RCUP have since been
incorporated into other projects. in the mid-1980s, USAID decided to shift
community forestry activities from RCUP to Phase I1 of the Rapti Project.
Forestry and Natural Resource activities constitute one of the Rapti
Project's three major components. It concentrates on transferring forest man
agement rights and responsibilities to local user groups, and, to a lesser
degree, on encouraging private individuals to develop and manage lease
hold forests. The project is strengthening the field staff capacity of the
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Department of Forests and the DSCWM in the five Rapti districts, and is
providing technical assistance for their work in the zone.
The Nepal Coppice Refor'estation Project is a research, demonstration,
and training project which started with $2.3 million in USAID funding
from 1987 to 1990. Argonne National Laboratory (a U.S. Department of
Energy-managed laboratory) staff worked to develop improved production
systems for fuelwood, fodder and other tree products, using multipurpose
trees which coppice (sprout again after cutting). The project tested several
species in selected production systems adapted to tie Middle Hills, and
established three nursery and research/demonstration sites in Dhading,
Sindhuli, and Ramechhap districts. A socioeconomic survey of the three
site areas was used to analyze local demand and perceived deficits.
Following a 1989 evaluation, project management was assumed by the
United Missions to Nepal (UMN), which took over the Dhading and
Ramechhap sites. This follow-on project, renamed the Forestry Initiatives
Project, received $130,000 for three years through USAID's PVO CoFinancing Project to supplement UMN's support. It continues the emphases
of research, demonstration, outreach, and training. The project will also
serve as a testing ground for forest policy initiatives considered under the
Forestry Development Project.
The CARE/Nepal Remote Areas Community Natural Resource Man
agement Project works with tile small watershed management mode;
developed during the last two years of the RCUP. Supported by $900,000 in
USAID funding, this project works in Bajura, Mustang and Solukhumbu
districts to help communities plan and implement small catchment
management and production strategies. The project provides small grants
and introduces low-cost resource conservation techniques such as small-scale
irrigation systems. fruit tree cultivation, improved wood stoves, and agro
forestry plantations. Because of continuing difficulUies in integrating
government line agencies, this approach to local resource planming and
management may be more appropriate for PVOs and other private sector
agencies than for HMG.
Support for National Conservation Strategy & Biodiversity
From 1985 to 1987, USAID obtained funding from AID's Environmental
Planning and Management Project to support the International Union for
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Conservation of Nature (IUCN) in preparing and initiating implementa
tion of the Nepal National Conservation Strategy. As the largest initial
donor, USAID played a critical guidance role in early stages of NCS
planning. The IUCN office has now been incorporated into the National
Planning Commission as the NCS Implementation Program.
Since completion of the RCUP, USAID has maintained its influence on
national conservation and tiodiversity objectives in Nepal, despite very
modest levels of project funding. Through its PVO Co-Financing Project, the
Mission offers seed money grants to various organizations, which can be
used for raising additional program funds. In one case, a $100,000 grant
assisted in securing an additional $919,000 from other donors. Grants have
been made to the Nepal Conservation Training and Research Institute, the
Annapurna Conservation Area Project, and the Makalu-Barun Conservation
Project.

A Smithsonian Institute researcher and his Nepalese counterpart study the
genetics of Nepal's endangered one-horned Asian Rhinoceros.
-photo by Burt Levinson
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USAID has contributed to biodiversity objectives by creating a new and
ecologically important extension of Sagarmatha National Park, with
plans for park management, research, community resource conservation, and
tourism development; encouraging extension of the user group model of
resource management to areas adjacent to and within national parks and
conservation areas; decreasing management costs of reserves by encouraging
local communities to manage conservation activities; supporting research
action programs to protect and manage wildlife populations (such as the
rhino and the tiger)' in Chitwan National Park; and increasing park income
from increased tourism due to support by USAID and other donors.
This portfolio of projects will carry the USAID natural resource
management program into the 1990s.

HEALTH AND FAMILY PLANNING
Meeting the basic needs of the rural poor through continuing efforts to inte
grate health service delivery remained the goal of HMG and USAID
during the early 1980s. Health was a high-priority sector, and the level of
assistance rose as multilateral donors entered the sector on a large scale.
HMG's health budget slumped during the decade, securing an average of
3.37 percent of the total national budget.
USAID's continuing legislative mandate to meet basic human needs
was reinforced by the Sixth Plan's emphasis on rural health services
delivered by paramedics operating from health posts, as opposed to urban
based physicians in hospitals. The Seventh Plan focused on minimum basic
health needs, introducing the concept of primary health care. Nepal
adopted the WHO primary health care motto, "Health for All by the
Year 2000", and established targets for reducing infant mortality and
fertility and increasing life expectancy. Basic health services were to be
expanded and gradually integrated into the ongoing effort to consolidate
health care.
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HMG movement towards decentralization, as defined in the Seventh
Plan, expressed the realization that a nationwide health service could not
be run solely from the Kathmandu Valley. This resulted in outward struc
tural changes in the MOH. In August 1986, five regional health direc
torates were established to localize supervision and implementation duties
and encourage "bottom-up' planning.
By 1980, Nepal had 68 hospitals, 533 health posts, and a corps of
Village Health Workers. Existing facilities had the potential to serve 40
percent of Nepal's population. The quality of services needed upgrading,
however, and the majority of Nepalis remained without access to modern
health care.
The continuing movement towards integration, combined with the
adoption of the concept of community-oriented or "primary" health care,
attracted multiple donors to the health sector. The IRH/FP's mid-project
evaluation noted the resulting fragmentation:
A multitude of donor groups are participating in hundreds of
isolated special interest activities, making the complete picture an
incredibly complicated jigsaw puzzle. In some respects, it is amaz
ing that it manages to function at all.

Developing an Integrated Rural Health System
IRH/FP: The Beginning
USAID's core project in health for the 1980s was the Integrated Rural
Health and Family Planning Project (IRH/FP), which continued efforts to
develop a nationwide integrated health system. USAID and HMG staff
collaborated on project design, building it upon the experience and organi
zation of the 1970s and the goals of the 1975 Long-Term Health Plan. Total
cost of the original five year project (later extended to eight years) was
$104 million, of which USAID committed $34 million, half from the
Health and half from th,. Population Planning Account; other donors and
HMG contributed the balance.
By virtue of its timing, IRH/FP became the natural successor to three
USAID projects terminating in September 1980: FP / MCH, Malaria Control,
and ICHP. The new project encompassed general health service delivery,

The 1980s

323

family planning, maternal-child health and malaria control - all the
diverse objectives of USAID's newly formed Health and Family Planning
division, created from the 1979 merging of the Health and Population
divisions.
The project's purpose was to assist in improving overall management of
health services and in expanding delivery in rural areas. The main vehicle
for service delivery, and the focal point about which the program was
designed, was the MOH's new Integrated Community Health Services
Development Project (ICHSDP), the latest in a series ofL:ti
.e.ration
agencies, created in 1980 to replace the ineffectual ICHP Board.
ICHSDP continued the model tested and developed in the 1970s under
IHS: expanding rural health service delivery through a cadre of local
paramedicals supervised by health posts and district level personnel, with
program planning, management and coordination from regional and central
offices. It was supposed to integrate ongoing vertical programs into this new
system, but ironically, its own structure made ICHSDP yet another vertical
program to be integrated. As quickly as it managed to grow, other projects
outpaced its expansion. This uncoordinated growth, combined with ineffec
tive management and a lack of any real authority over the vertical projects
it was supposed to dominate, essentially doomed ICHSDP from the start.
The combination of centralized planning and direction with decentralized
service delivery and supervision was an unworkable combination of ideals
and reality.

Project Design
IRH/FP's intent extended beyond previous USAID-sponsored projects in
that it went beyond developing MOH capacity to deliver services to
concentrate on the actual service delivery itself. Past USAID grants gener
ally funded a single component of the MOH. The IRH/FP project supported
multiple components: static, clinic and hospital-based health services run
by the DHS, specialized vertical projects, and the integration effort meant
to combine the two. The project's support of MOH operational expenses
represented a reversion: USAID had dropped general operational support
for HMG ministries by the mid-1960s.
The implementation approach was deliberately left flexible to meet
unexpected needs which might occur in the process of developing a frame
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work for organizational change. Details of an effective rural health and
family planning service were left to HMG to develop. The project schedul
ing was ambitious - 48 of 75 districts were to be integrated by 1985 - but no
specific constraints were noted to the attainment of the general goal of
improving management and expanding delivery. This proved fatal to the
attainment of the final goal, a smoothly functioning MOH management
system. Institutional constraints within MOH were severe, but the original
project design underestimated them, addressing them only in piecemeal
fashion.
No detailed plan ever evolved to specify how, when and where inte
gration would occur. Implementation occurred on an ad hoc basis, through
negotiations and persuasion by the ICHSDP staff. In addition, there was no
clear vision of how the system should function once integration was accom
plished. Management functions were frequently duplicated (for example,
health post workers in integrated districts were supervised by both the
DHS and #-e ICHSDP), and ma iy experienced project personnel were
simply let t,- when integration oI. urred, disrupting programs and losing
valuable services.
Project support concentrated on subsidizing the routine operating
expenses of MOH units, providing technical assistance to improve manage
ment, funding training and construction costs, and supplying commodities
(chiefly contraceptives and anti-malarial insecticides). By 1984 the
contractor, John Snow, Inc., was involved in over 100 activities encompass
ing a wide range of MOH operations.

Mid-Project Evaluation
Despite severe constraints, the first five years of IRH/FP made contri
butions to a health service delivery system. The project's stated goals of
strengthening management capability and expanding services were
partially achieved, though not solely within the context of integration as
originally envisioned. Most of the progress in management and service
expansion occurred within vertical projects sponsored through the IRH/FP
budget.
By 1984, 744 health posts (450 of them integrated) had been estab
lished in 48 districts, and 26 districts were under full or partially inte
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grated management. Manpower shortages remained, with 20 to 45 percent
of field supervisory posts empty because of vacancies or absenteeism, but
training capabilities were relatively strong. Over 4,000 workers had
received basic or refresher training, and USAID-sponsored technical train
ing for MOH officials included over 100 long and short-term participant
trainees in the U.S. and third countries.
IRH/FP was iess successful in its main goals of improving management
and integratng services. Obstacles to integration ranged from lack of
infrastructure to attitudinal resistance and concerns about "loss of turf' from
vertical program staff. The greatest barrier was that responsibility for
implementing integration was given to a "Project Group' with no real
authority or control beyond its ability to persuade. For vertical programs,
the integration effort became "someone else's project', something that
w-uld be accomplished without their active collaboration. As the mid
poject evaluation pointed out, integration is not just a project: it is a basic
organizational philosophy. Without the commitment and involvement of
vertical projects, little progress could be made.
At the district level, the organizational change from vertical projects
to integration also proved more difficult than expected. General manage
ment problems and poor supervision combined with the difficulties of
converting employees and maintaining coverage levels. In view of these
obstacles, the MOH was reluctant to drop vertical coverage and turn its full
energies towards implementing integration. USAID likewise continued to
support vertical programs, for even though they competed wilh integra
tion, they had made significant progress in specific areas.
By 1985, 10 years into the integration experiment and five years into
IRH/FP, it was clear that the project's major objectives were not being
achieved. The project implementation schedule planned too many activi
ties in too short a time, and by 1984 the project was far behind schedule.
Early on, IRH / FP dropped a district-wide integration schedule to concen
trate on upgrading existing non-integrated health services within previ
ously integrated districts. Between 1980 and 1986, four districts were fully
integrated. By 1987, only 20 had been integrated, most only partially, for a
total of 26, as opposed to the 48 originally slated for integration by 1985.
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USAID has supported the training of thousands of paramedical workers
throughout Nepal.
-photo by Alison Wright
The project was also overly optimistic in expecting HMG to effectively
absorb and utilize $34 million in five years. By September 1984, with ten
months left to go, only $23.5 million had been spent. An evaluation team
recommended that USAID terminate support to the ICHSDP but continue to
support other activities. Subsequently a three year no-cost extension was
approved, which corresponded to a change of USAID's HFP personnel.
Thus, IRH/FP entered what was essentially Phase II from 1985 to 1988.

IRH/FP: Phase II
The mid-project evaluation recommended a strategy shift from the earlier
"top-down" approach to focusing on implementation at the district level, a
point much closer to actual service delivery. USAID resources concentrated
on developing effective, expanded field service delivery, shifting from the
management stress of Phase I to dealing with major implementation prob
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lems, and working within the system rather than simply providing
financial support. Management structures were tied to service delivery,
with a more specific regional focus. Support for the ICHSDP was dropped,
as was funding of drug supply logistics and construction. Financial account
ability was tightened, and incentives for VSC and contributions to general
operating expenses were phased out.
These revisions broadened the project's former focus on MOH operations
in the Kathmandu Valley. The provision of infrastructure, salaries and
operational expenses for the MOH were typical of an earlier era but
unusual for the 1980s. Phase II of IRH/FP resumed USAID's concern with
improving the life of Nepal's rural majority, focusirg more specifically on
the women and children of Nepal. From the mid-1980s on, child survival
became an increasingly important theme. Improving provision of a broad
ened range of family planning interventions was (and remains) another
priority.
Phase II of IRH/FP began an active search for sound, concrete invest
ments, but the MOH's ongoing reolganization delayed this process. The
project's later extensions tested service mechanisms which are currently
being implemented or further explored. Post-1988, IRH/FP programming
served as a bridge to the Child Survival/i amily Planning Services Project,
begun in 1990.
Two events occurring in the mid-1980s set the tone for future health
sector development. King Birendra's 1985 "Basic Needs" initiative placed
special emphasis on family planning and child survival, paralleling and
supporting USAID's child survival objective. In July 1987, HMG announced
a total structural reorganization of health services. A Public Health
Division of the MOH was created under which vertical projects (including
ICHSDP) were to be integrated. Y\ separate Curative Division oversees the
hospital system, and a degree of responsibility for implementation was
delegated to Regional Health Directorates. HMG also committed itself
again to a nationally integrated system of health service delivery, the
most significant step since the integration process began in the early 1970s.
Combined, the two events signalled a symbolic recommitment to goals
consistent with USAID's health policy and objectives, reflecting at least in
part upon USAJD's long-term role as the sector's major donor.
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Family Planning
Population growth remains one of the most complex variables in develop
ment planning: this is true of many countries, not only Nepal. Challenges
particular to Nepal include a wide range of ethnic groups and castes, trans
portation difficulties, low female literacy and a generally low social status
of women. A 1977 study ranked Nepal 8 7th out of 94 countries in socio
economic indicators correlating with receptiveness to family planning and
fertility decline.
Despite these difficulties, Nepal's contraceptive prevalence rate more
than doubled in the 1980s, from seven percent in 1981 to 15 percent in 1989. A
cost benefit analysis performed by Integrated Development Systems in 1983
showed benefits from averted births greatly exceeded family planning
expenditures.
High fertility rates and a high rate of infant and child mortality
appear to be closely related in Nepal. USAID's health and family plan
ning policies have since the late 1980s integrated strategies for reducing
both. Child survival initiatives will presumably result in a reduction in
the birth rate, though altered behavior may not be evident for a decade or
longer following a reduction in child mortality.

Population Policy Development
The impact of population growth cuts across all sectoral divisions; reducing

it requires policy development at the highest levels. Both the World Bank
and USAID had long advocated a high-level population policy board 
an organization that would draw governmental attention to population
problems, research the causes of population growth, formulate policies to
encourage a lower rate, and coordinate HMG activities influencing popula
tion.
Earlier efforts through USAID's Population/Family Plaming Project
failed to produce a viable organization. The first attempt, POPCOB, was
unsuccessful. A successor agency, POPCOM, was created in 1978, and the
follow:ng year a $2 million, three year Population Policy Development

Project was approved to monitor and coordinate its development with
technical assistance and participant training, but the Population Commis
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sion was slow to materialize. A 1982 telegram from USAID/Nepal to
Washington described the project as "probably our most difficult and one of
our most important projects.'
After several reorganizations, the institution's fourth successive incar
nation appeared as the National Population Commission (NPC) in April
1982. Chaired by the Prime Minister, with a full-time vice chairman and
an independent secretariat, the NPC appeared to have finally overcome
the organizational Ind managerial constraints of its predecessors.
The original project formulation had also evolved since 1979. The NPC
was conceptualized in the Project Paper as a sort of research clearinghouse,
commissioning studies on a variety of population-related issues. This was
to be reinforced by participant training in research methodology. The link
age between knowledge, research and policy changes was described thus:
AID hopes to educate and inspire those concerned with and respon
sible for population control.. .if results are presented in a policy
framework, research can produce policy changes, mainly because of
the universal interest and concern evident in HMG and the level at
which this issue is to be addressed.
The project's mid-term review in December 1982 had little to actually
report upon, since the organization had only been operational for eight
months. Among the few tangible accomplishments to that date was the
sponsorship of a series of regional conferences on population for political
leaders, culminating in a national conference in 1982. All were well
received and effective, part of the institution's rol in generating high
level commitment to population policies.
Due to the project's late starting date, a no-cost extension until 1985 was
recommended. The review team redirected the project away from the
idealistic Project Paper. The review urged research be limited to subjects
directly relevant to the institution's main task of reducing population
growth, concentrating on population policy and planning research rather
than the 35 pages of social science research topics originally outlined.
While members of the NPC tended to regard their main task as calling
attention to the population problem, researching its causes and coordinat
ing governmental population activities, the team stated "the more impor
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tant activity should be the formation of a comprehensive and detailed
policy through which fertility could be brought down rapidly".
The central purpose was reformulated as reducing population growth.
All activities not directly relating to this should be curtailed. "Birth rate
reductions do not only come from family planning", the team pointed out,
adding that a program of fertility reduction through incentives and disin
centives would be a valuable contribution to national policy. The present
moment, the report warned, was crucial for development of an effective
population policy:
the history of population policy in Nepal lias been a history of
...
disappointment. At first it was thought thar establishing a family
planning program would be sufficient, but the birth rate rose
instead of declining... During all the time tileCommission was
being formed and re-formed, the increase in population in Nepal
reached cri-is proportions. It would be a great tragedy, and
certainly the surrender of a last hope, if the Population Commis
sion in its present state should fail to lead the country in all effec
tively implett,ented policy of population control.
While the NPC did record significant accomplishments in the follow
ing two years, proving influential in articulating policies througl: 1983,
this was due mainly to the skill and influence of its vice-chairman. Its
successes did not last long enough to become institutionalized. Changes in
leadership and the government caused a decline in the NPC's influence, and
today the institution's impact and authority are minimal.
Family Planning Delivery Methods
Governnent-sponsored family planning during the 1980s was delivered
through three diff,-rent service approaches:
" stationary, through health posts and FP/MCH centers;
" mobile, through temporary Voluntary Surgical Contraception camps;
and
" door-to-door, through the Panchayat-Based Health Worker, and, to
a lesser extent, the Community Health Leaders and Village
Health Workers of the integrated program.
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At various times, USAID has supported all these service
delivery
methods. In 23 integrated districts, family planning was delivered
by the
multi-purpose Village Health Worker. The VHW's effectiveness
in
family planning was limited, as they were charged with
delivering 11
other activities as well to a widely scattered rural population.
In addition,
the great majority of VHWs were male, which inhibited
discussion of
family planning with women clients.
The vertical FP/MCH project remained active, expanding
steadily
throughout the decade. On paper, FP/MCH was subsumed
under the
integration effort; in actuality, it received 39 percent of the
project's total
funding, the largest of any component. In Nepal's 52 non-integrated
districts, FP/MCH was the major provider of family planndng.
Emphasis
was mainly on sterilization rather than tempora-y methods,
and the
maternal-child health component was largely ignored.
The project operated through a corps of Panchayat-Based
Health
Workers (PBHW) delivering outreach services. USAID had
been instru
mental in the development of the concept of this community-based
fieldworker, funding the entire cost of the PBHW program
from 1976 to
1983. Later, the component remained strongly supported, with
47 percent of
PBHW salaries funded through the IRH/FP.
PBHWs were intended to work at the grassroots level, providing
basic
maternal-dild health services and family planning methods,
and encour
aging support for sterilization and immunization camps. By 1986
over 2,500
PBHWs covered about 60 percent of total districts. Their performance
was
generally rated as unsatisractory, due partly to insufficient
training and
support; and their demanding activities engendered a high turnover
rate.
PBHWs were nearly all male, which restricted potential
contacts with
female clients. Finally, the official emphasis placed on voluntary
steril
izations led many PBHWs to believe that garnering support
for VSC was
the main component of their job.
In 1984, USAID began exploring the potential effectiveness
of female
PBHWs. Studies had shown that female workers were more
effective than
males in delivering maternal-child health care and in counselling
female
clients for family planning, yet they constituted only about
15 percent of
the total force. The number of women workers was limited
by the job's
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demanding travel and time requirements, by a cultural tendency to allocate
salaried positions to men, and by recruiting criteria implemented in 1981
raising the educational requirements. Following an evaluation of the status
of the PBHW recommending an increase in female workers, USAID in 1985
required that all new PBHWs be female. During the next few years female
workers increased to over 50 percent of the total.
In addition to governmental family planning efforts, USAID supported
several PVOs. The Family Planning Association of Nepal (FPAN), which
performed 20 to 30 percent of the nation's Voluntary Surgical Contracep
tion, was supported through projects and through the IPPF. More recently
its emphasis has been redirected towards birth spacing, clinical services
and counselling. Other USAID-funded PVOs included the Nepal Red Cross
Society, the Mother's Club and the Ex-Servicemen's Organization, which
distributed pills and condoms to villagers, an effort covcring over 50,000
clients. Finally, New Era and Integrated Development Systems carried out
population, family planning, and social science research.
The Contraceptive Retail Sales Company (CRS) continued to increase
the availability of temporary methods, steadily expanding its distribu
tion network to over 5,000 small shops, pharmacies and. retailers and
retailers by 1982. By 1988 it reached 14,000 retail organizations in all 75
districts, far exceeding the year's target of 11,000. Its achievements are
notable in view of the struggle the organization had faced in implementing
marketing and advertising techniques in a society where these were nearly
unknown.
CRS' presence has complemented and to some extent balanced the
official emphasis on sterilization by providing temporary methods. In 1983
it was incorporated as a Nepali-managed, private, non-profit company,
with a small policy-level advisory board made up of members from various
ministries, the FP/MCH Project, and USAID. Funding is provided by
USAID under a cooperative agreement. An increasing degree of self
sustainability is being emphasized as the organization expands product
lines and markets and moves towards a more independent commercial orien
tation. USAID is supporting efforts to restructure company operations
through a revised management and administrative systems, increased self
sufficiency and adoption of a privatization plan.
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Voluntuy Surgical Contraception
In purely quantitative terms, the greatest success of the entire IRH/FP
project was the Voluntary Surgical Contraception (VSC) component. At the
beginning of the 1980s, Nepal began to emphasize voluntary sterilizations
over temporary methods. By 1981, 75 percent of the married women using
family planning used VSC. Female sterilizations in particular experienced
a tremendous increase, up 2,500 percent from 1976 to 1981 to constitute one
third of total family planning methods.
Nepal's shift to VSC was partly motivated by the minimal follow-up
care required, compared to that demanded by temporary methods (the
weak national health structure was presumed to be inadequate to the task
of follow-up). Another, more questionable, proposition was that permanent
methods would have a greater demographic effect than temporary ones
(David, 1984). As Nepal soon discovered, however, VSC's demographic
impact is a function of the age and parity of the acceptor. Both male and
female VSC clients in Nepal were generally 30 years or older, with four to
six living children. VSC's impact on reducing population growth was thus
minimal.
In 1982 an incentive system was introduced, which tended to motivate
both service providers and clients away from other methods and towards
VSC. The 1987 VSC goals were met two years early, but the goal of 500,000
temporary method users was only 73,500 by 1986. By 1989 VSC was respon
sible for 86 percent of an overill 15 percent contraceptive prevalency rate,
seriously skewing the balance of family planning methods. In Nepal,
pariwaar nirojan (family planning) tends to be associated with permanent
sterilization, which has a limited appeal.
The concept of birth spacing through temporary methods being
promoted by USAID promises a greater demographic impact. VSC appeals
to a limited range of clients; temporary methods are more appropriate for
younger couples with fewer children. In addition, birth spacing offers the
possibility of improving maternal and child health. A broad cone.esus
maintains significant increases in family planning acceptor rates will be
impossible to achieve unless the health and survival of young children is
relatively assured. Birth spacing, along with oral rehydration therapy,
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immunizations, and other interventions, offer the possibility of reducing
child mortality.

Malaria Control
The need for a continued malaria control effort was made evident by the
outbreaks of the 1970s. The ongoing commitment to malaria control
demanded a considerable amount of money desperately needed elsewhere;
this was unavoidable, however. Though the NMEO organization
demanded nearly half the Ministry of Health's budget, it provided a well
managed malaria control service. Cautiously estimated, the net value of
agricultural land protected by malaria control was $319 million (IRH/FP
assessment).

A Passive Case Detection Volunteer performs a blood test for malaria, part
of LISAID's decentralized approach to malaria control.
The localized outbreaks of the 1980s demanded a "fire-fighting capac
ity" to respond to rapidly shifting conditions. USAID assistance comple
mented HMG and donor efforts, providing $4.6 million in insecticides from
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1980 to 1988 through IRH/FP. In the early 1980s the national case average
was relatively stabilized at 16,500 annually. In 1984 the case number
reached nearly 30,000, and the following year a sharp 30 percent increase
to 42,321 resulted from two epidemics in the Mid- and Far-Western region.
Three main causes were identified: population movements, including a
massive influx of malaria from India; ecological changes, including the
intensive deforestation and resettlement of the Inner Terai and the ensuing
lack of up-to-date entomological data necessary for surveillance; and
insufficient spraying coverage due to a shortage of insecticides. Activities
in 1984 and 1985 in Western Nepal were particularly insufficient, directly
contributing to the epidemics of 1986. Also, the increasing emergence of a
more deadly form of faliciparuin malaria, more difficult and expensive to
treat than the indigenous vivax malaria, raised concern, While USAID's
supply of insecticides terminated in 1988, it provides substantial funding
for other control measures under the Child Survival/Family Planning
Services Project, and continues to engage in an intense dialogue with HMG
and donors on control issues.

Looking Ahead
Child Survival: Themes for the 1990s
The brunt of Nepal's morbidity and mortality falls upon young children. A
conservative estimate of the national infant mortality rite is 112 per 1,000
live births in 1990; in some areas, combined infant-child mortality rates
are as high as 400 per 1,000. Diarrheal diseases are associated with about
45 percent of under-five deaths, with pneumonias (acute respiratory infec
tions, or ARI) implicated in an additional 20 percent.
Nepal's high rate of infant/child mortality has led AID/Washington
to designate it one of 22 "Child Survival Priority Countries". Since the
mid-1980s, USAID has been exploring child survival methodologies, seek
ing simple, easily replicable interventions with the potential to save
thousands of lives. Early assistance supported the Ministry of Health's
Expanded Immunization Program, as well as NGOs in field testing alterna
tive systems of service and delivery for immunizations, oral rehydration
therapy and ARI services.
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Since 1986, the Jumla ARI Intervention Trial has served as a test model
of a case management approach to childhood pneumonia control - the only
large-scale community-based program in the world focused solely on ARI. A
grant implemented through the Nepal Red Cross Society supported train
ing of local workers in active case detection and treatment of ARI in young
children. The experiment has proven that clinical case management by
trained villagers at the community level is feasible, manageable and
affordable. The program is now expanding to include Vitamin A therapy
and ORT/DD information collection, providing a testing ground for a
package of basic child survival interventions which will prove useful in
Nepal as well as other developing countries.
USAID's sectoral strategy in health and family planning is consistent
with the MOH's emphasis on basic needs, child survival and reduction of
population growth. Since 1988, USAID health assistance has been built
around five basic themes:
Services By and For Women: Women take primary responsibility for the
health of their children, as well as the major burden of contraception once a
couple accepts family planning, and t''as play a crucial role in the
achievement of many health goals. Social distance between the sexes
limits the effectiveness of traditionally male health workers with female
clients. Studies indicate female health workers are potentially far more
effective in motivating for, and supporting behavioral changes related to,
health and family planning. The female CHV program supported by
USAID seeks to develop this potential.
Beyond the Health Post: Extending village-level health services beyond
fixed facilities to make selected interventions in reducing child mortality
and undesired fertility available close to home, primarily through
increasing volunteer workers through the CHV program.
Full-Service FP/MCH Services: Overcoming Nepal's nearly exclusive
emphasis on VSC requires a broadening of Nepal's family planning
program. Balanced motivation for and provision of temporary and perma
nent contraception, along with other MCH services, will increase effective
ness in terms of both contraceptive services and maternal and child health.
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Decentralization and Regionalization: USAID is assisting the MOH in
efforts to develop decentralized regional and district management systems,
through focused support in the Central Region.
"Don't Forget Malaria": Malaria is a long-term challenge to Nepal's
health sector. USAID supports sustained management and political atten
tion to ensure maintenance of a national malaria control capacity.
These themes were first implemented in the later years of the IHR/FP
Project, and are expressed even more clearly in the Child Survival/Family
Planning Services Project, a five year, $20 million initiative seeking to
reduce child mortality and undesired fertility by improving the quality
and coverage of services, primarily in the Central Region.
CS/FPS program design incorporates three major recommendations from
the IRH/FP's final evaluation: focusing service delivery management
efforts in a single geographical region; expanding successful efforts in
family planning and major child survival interventions; and exploring
greater involvement of private organizations (both NGOs and PVOs) in
delivery of child survival/family planning services.
Specific components include the improvement of service delivery and
management in the Central Region, in an attempt to build a sustainable
model which can be replicated in other regions. Systematic district-wide
reviews of Maternal-Child Health services will utilize local capacity in
identifying and solving problems. This component also supports short- and
long-term training of a significant number of the country's health system
managers.
Increasing the appropriateness and effectiveness of family planning
services can be achieved by increasing the range of methods available, as
well as the options for obtaining these services, through tapping the
resources of the public and private sectors and NGOs/PVOs. Child survival
inerventions will be expanded through training--field studies to identify
program improvements, and selected pilot activities. Finally, the facili
ties of the National Research and Training Center for malaria control will
be expanded and renovated and the capacity of the Malaria Control
Division improved.
The CS/FPS project focuses on building effective service delivery
systems, and strengthening personnel, logistics, management, and informa
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tion functions. Basic management and supervision are key points in improv
ing MOH capacity. Project design is pragmatic and flexible, to allow ready
response to opportunities as they appear in both the public and private
sectors.
Forty years of assistance to Nepal's health and family planning sector
gives USAID the perspective and experience necessary for an accurate
understanding of the current situation. The 1990s will be a time of strength
ening and solidifying responses and of consolidating accomplishments. A
"lesson learned" in this sector is the need to maintain direction beyond the
short term in order to achieve sustainable successes. The 1990s will be an
era of consolidation in health and family planning, as USAID assesses past
achievements, evaluates Nepal's commitment to change, and explores
future possibilities.
COMMUNITY HEALTH VOLUNTEERS
Responding to the need for local female health workers, the CS/FPS
Project supports tile implementation of an all female Community Health
Volunteer (CHV) program in 19 districts of the Central Region. Prelimi
nary studies indicate a high potential for effective women-to-women
service delivery at the grassroots level. The CHIV program represents a
new approach to health service delivery at the ward and household level.
Volunteers are trained in priority FP/CS services, acting as a realistic,
practical link between community members and higher level health
services.
As mothers, sisters, wives and friends, these women have great poten
tial to become effective motivators and educators for their communities.
The CS/FPS Project supports development of training materials for literate
and non-literate volunteers, and addresses the functions necessary for
proper monitoring and support of CHVs through the Ministry of Health.
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EDUCATION AS A BASIC NEED
By the mid-1980s, 23 percent of Nepal's 18 million people had achieved
literacy. Primary school enrollment had reached 1.7 million, and
secondary level enrollment stood at over 200,000. While Nepal had
achieved major gains in education since 1951, it still required assistance to
improve educational quality and expand educational opportunities. The
Basic Needs initiative introduced in 1985 targeted education as one of seven
basic needs, and further singled out literacy improvement and primary
education as vehicles for achieving overall development.

USAID's Strategy
USAID's strategy in the education sector during the 1980s was designed to
take advantage of particular capabilities for technical transfer. USAID
provided technical assistance to upgrade HMG's capacity to collect and
analyze education statistics for more informed decision-making in the
education sector; assisted with expansion of radio-based teacher training
activities which aimed to improve the quality of primary level instruc
tion; and assisted HMG to expand its national literac,/ program and
upgrade post-literacy skills. USAID also helped build e capacity within
HMG to design, test, administer and evaluate activities to improve educa
tional quality.
USAID's education program was designed to enhance development in
other priority sectors. USAID supported HMG's view that community
participation in the development process would increase benefits, and
therefore continued to support education as the means to encourage partici
pation.
Assistance levels in education remained relatively low through the
1980s, although a comprehensive Basic Education Project was planned for
implementation in 1990. It advocated a return to the systematic approach
to education development developed by USAID in the 1950s and 1960s, and
was designed to improve overall access to education by assisting with
teacher training, adult literacy, radio education, and institutional support
to the Ministry of Education and Culture. Unfortunately, budget constraints
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and AID's changing priorities meant the project was never approved by
Washington.

Education Administration
In 1984, Nepal was chosen to participate in a centrally-funded AID project
to help seven developing countries "improve the performance of their
educational systems and strengthen their capabilities for educational
planning, management and research." Improving the Efficiency of Educa
tional Systems (IEES) is a ten year project to help developing countries
formulate educational policies for more efficient use of educational
resources. The project is a collaborative effort involving a consortium of
U.S. universities, USAID Missions a 'd host governments.
In 1988, the IEES project in Nepal published the Education and Human
Resources Sector Assessment: Nepal, which contained recommendations for
improved development and management of Nepal's education system. The
report outlined seven areas: Nepal's planning and management capacity,
instructional methods, data collection and analysis, decentralization,
quality control of educational activities at all levels, educational
financing, and more effective use of foreign assistance in implementing
education programs. While commending Nepal's progress in education since
1951, the recommendations pointed to the need for more fficient allocation
of HMG's resources throughout the education sector.
The report was meant to enccurage policy dialogue, and to help Nepal
more effectively use donor resources in education priorities. The Asian
Development Bank used the repurt as a guide for planning teacher training
projects, formulating plans to coordinate its activities with USAID's Radio
Education Teacher Training project. The World Bank intends to use the
report in planning future education projects. Most importantly, since the
report was a collaborative effort between the IEES coordinator and
Nepalese counterparts in the Ministry of Education and Culture, it resulted
in a transfer of data collection and analytical skills, and created a date
base for future development planning in the education sector.
Beginning in 1991, the lEES project is providing two years of technical
assistance to the Ministry of Education and Culture to continue improving
the management of Nepal's education system. USAID's assistance, though
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limited, will focus on reinforcing HMG's institlitional capacity to conduct
educational research, planning, and management.

Teacher Education: RETT II
One of the most serious constraints to expanding access to quality education
continued to be the shortage of trained teachers. In 1981, there were
approximately 17,500 untrained primary teachers in Nepal, accounting for
roughly 64 percent of total teachers. Six thousand of these teachers had
either not taken or failed the School Leaving Certificate exam. Even those
teachers who had passed the SLC needed in-service training to reinforce
teaching techniques.
HMG's targets for universal primary education by the year 2000 could
not be met using only traditional teacher training facilities. The Institute
of Education had been training 800-900 primary teachers per year at its
thirteen campuses, and lacked capacity to expand. As in the 1970s, radio
based education was promoted as an effective means of overcoming
financial and geographic constraints and achieving primary education
taigets. To meet HMG's target of providing schools for 87 percent of
children between six and ten years of age by 1990, a minimum of 12,000
primary teachers were needed. Radio education provided the means to
address at least some of Nepal's teacher training needs.
In 1981, HMG declared that the Institute of Education would only be
responsible for degree-granting programs. Most of the IOE's programs at the
time were focused on pre-service and in-service teacher training rather
than on degree courses, and as a result, it was forced to drop its teacher
training programs. Coming at a time when HMG was seeking to encourage
more teachers to join the profession, this move effectively discouraged
continuation of formal training programs to improve classroom performance.
Staff interest in teacher training at the IOE diminished, and enrollment at
the IOE's campuses dropped by more than 40 percent. HMG was forced to
rely, increasingly, on nonformal radio education to train its teachers.
USAID and the Ministry of Education responded to the situation with
radio broadcasts to improve on-the-job performance of primary teachers.
Through 1984, the Radio Education Teacher Training Project continued to
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provide in-service teacher training to at least 2,500 primary school teach
ers annually through radio broadcasts.
In 1984, USAID initiated Phase II of the Radio Education Teacher
Training project (RETT II), which sought to improve primary teachers'
classroom performance by upgrading their knowledge in math, science,
Nepali and English (RETr I had indicated radio was better at conveying
content information rather than methodology and teaching techniques). By
1986, 5,600 teachers from 72 of Nepal's 75 districts were enrolled in the
RETT program, and nearly 3,000 teachers had received training
certificates. The Radio Magazine Show, which constituted the program's
nonformal segment, was proven an effective means for disseminating educa
tional information.
The popularity of the RETT projects is evidenced by their meeting or
exceeding target goals each year. Independent observers noted that
teachers enrolled in RETT did apply the new information in thcir class
rooms. Even teachers not formally enrolled in RETT were listening; lower
secondary level teachers, for instance, were interested in development of a
radio program addressing their own needs. Radio educa _n proved to be a
cost effective method of training rural teachers in their own environment.
To encourage training, the Ministry of Education and Culture offered a
salary incentive: in 1981, an SLC-passed teacher with additional radio
based training received Rs485 per month, as compared with Rs338 per
month for a teacher without the SLC. In both cases, average salaries were
not enough for what teachers were required and expected to do, though
training-based salary increases were an improvement over HMG's usual
practice of rewarding teachers based on seniority.
The overall success of the two RETT projects was largely due to their
systematic approach to project implementation. Basic equipment and
supplies, including radios, were procured well in advance, and early in the
program more than 20 Nepalese were trained in the U.S. and third
countries in priority areas such as textbook production and radio program
ming. In 1981, the Curriculum, Textbook, and Supervision Development
Center of the Ministry of Education and Culture assumed responsibility for
administering the radio programs. Careful, coordinated planning allowed
for effective decentralized monitoring and evaluation of project activities.
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Despite the continued need for qualitative upgrading of primary education,
RETT was termed "a valuable and well received program" in its 1984 final
report.
In September 1990, responsibility for radio education teacher training
was turned over to HMG. USAID felt the program was adequately
equipped with the technology and skilled manpower to operate indepen
dently. USAID's continuing contributions to radio education involve
administering a centrally-funded project, the Educational Technology
Systems project, begun in 1991, which provides technical assistance for
developing a radio program in mathematics.

Adult Education
Under the Seventh Plan, 1.5 million adults were to be made literate by
1990. Had the only means to achieve such targets been through the
Ministry of Education and Culture's Functional Literacy Program, goals
could not have been met; the program was understaffed, lacking in material
and financial resources, and relied on traditional rote-memory learning
techniques. The program taught basic reading and writing skills, but
provided few reading materials to sustain literacy. USAID's view that
education should go beyond basic reading and writing skills to provide
adults with the skills needL-d to actively participate in local development
led to USAID's supp crt for a project to strengthen HMG's literacy program.
In 1979, USAID provided a grant to World Education Inc. under the
Private Voluntary Organization Co-Financing Project to develop a pilot for
a nonformal adult education program. The Literacy Expansion Project
initially developed curriculum and instructional materials for nonformal
adult education. The program's original aim extended beyond expanding
literacy to encompass creating awareness of development strategies and
practices which would encourage better local-level planning. Though HMG
believed literacy was unnecessary for subsistence farmers in isolated rural
areas, USAID saw nonformal education as a means to promote rural devel
opment.
Responsibility for implementing the project was given to the Ministry
of Education and Culture (MOEC), then transferred to the Centre for Educa
tional Innovation and Development (CERID), and then shifted back to the
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Adult Education Section of the MOEC, already overwhelmed by its respon
sibility for HMG's Functional Literacy Program. Eventually, the Func
tional Literacy Program was replaced by the Nonformal Education
Program, combining the MOEC's experience with the technical and
financial resources of USAID. Forty percent of the Nonformal Education
Program's activities, (which incorporated USAID's Literacy Expansion
project), were carried out by the MOEC'" Adult Education Section, and 60
percent of activities were implemented hy both indigenous and interna
tional nongovernmental organizations, and other international organiza
tions. The MOEC provided instructional materials to these organizations
at cost, and trained teachers and teacher trainers at no charge.
The materials and instructional methods developed under the Literacy
Expansion project followed a model proven successful in a nonformal
education project in Ecuador, and subsequently adopted by UNESCO's
Exnerimental World Literacy Progrrn. World Education Inc. adapted the
uctional materials to address the needs of Nepal's rural population,
;ing on topics in agriculture and health and family planning.
f
.fter six years of testing, the program served 18,000 participants in its
first year of operation in 1985, and steadily expanded to include more
adults through'out the country. I1 1988, 76,000 adults participated in liter
acy classes; nea ly 50 percent of them women. In Phase IIof the project, the
Literacy Expansion Project sought to build upon successes achieved in Phase
I by strengthening the MOEC's institutional capacity to produce literacy
materials and provide literacy classes to an ever expanding audience.
During Phase 11, the contractor began researching development of a postliteracy program.
An independent assessment by World Education Inc. conducted in 1989
examined the impact of literacy on health care anJ natural resource
conservation. The study found that prior to attending an adult literacy
class, less than 10 percent of all participants would have suggested Oral
Rehydration Therapy (ORT) for a child with diarrhea. After completion
of the class, 90 percent would recommend ORT. Similar results were found
when participants were asked about planting trees as a means of controlling
erosion. The study proved that access to certain types of information can
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greatly impact people's ability to improve their living conditions. World
Education Inc. believed that the framework for achieving a 65 percent
literacy rate by the year 2000 had been successfully established with the
spread of adult literacy classes to all of Nepal's 75 districts.
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Female Education
In 1985, the female literacy iate was 11.5 percent. Despite women's vital
role in household and farm decision-making, and their influence on the
attitudes and behavior of future generations, illiteracy served to isolate
women from development-oriented government services. Nepal's Sixth
Plan, which sought to increase female participation in the development
process, was consistent with USAID's Women in Development poli'y. The
plan placed special emphasis on "opening avenues of education to as many
women as possible." The Ministry of Education and Culture and the
National Commission on Population worked together to establish female
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enrollment targets for all levels, and to formulate programs to achieve the
targets. In 1985, USAID and the Ministry of Education and Culture signed
an agreement to develop the Girls' Access To Education Project. By support
ing the Division of Women's Education in the Ministry of Education and
Culture, with linkages to rural Women's Education Centers (WECs) in 30
communities, the project was designed to help meet female enrollment
targets. Due to a conflict between Nepalese implementing agencies regard
ing project objectives, the project was never implemented.
In 1991, USAID made another attempt to improve girls' access to
education. The Female Secondary Education Program: Nepal, a pilot
project administered by the Asia Foundation and implemented by the
Women's Development Center is designed to increase the number of girls
enrolled at the secondary level in Banke District. The nroject provides
scholarships to girls attending secondary school to he,, make female
enrollment the norm throughout the district. A similar projec. was success
fully implemented by the Asia Foundation in Bangladesh.

TRANSPORTATION
From the mid-1970s on, transportation dropped in importance as agriculture
received increasing attention from both USAID and HMG. Sectoral expen
ditures decreased due to new priorities, USAID's shift away tiom large
scale construction, and the achievement of many early goals. Under the
Seventh Plan, transportation was allocated just under 14 percent of the
budget.
As efforts to improve rural life continued, transport projects such as
trail and bridge construction and repair became more important. Experience
had taught that roads are of limited relevance in the hilly and mountain
ous two-thirds of Nepal. In many regions they are virtually impossible to
construct. Where they are built, they are extremely expensive to maintain
and often hasten erosion. Improved bridges and trails are a simple, econom
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ical means of spreading benefits among the population. In addition, a
national highway system takes decades to construct: quicker and more
direct benefits can be obtained in the meantime by improving trails and
bridges. USAID's involvement in transportation in the 1980s focused on a
project involving this relatively small-scale and inexpensive alternative.

Trail Suspension Bridge Project
In August 1979, USAID provided !3 million to build 24 to 36 bridges in rural
Nepal under the Trail Suspension Bridges Project. The stated goal was to
enhance the quality of life by increasing the flow of goods and services.
Technical assistance was to be provided by SATA, which since 1972 had
worked with the Department of Roads' Suspension Bridge Division (SBD),
and by the Peace Corps. USAID was to finance materials, procurement and
transportation for bridge construction.
The joint involvement of USAID and SATA underscored their different
attitudes towards institutional development. SATA had since 1972
provided a high level of technical assistance to the SBD, playing an
active role in nearly every aspect of operations. The USAID approech was
less participatory, concentrating on providing resources which presumbly
would create the basic infrastructure to develop the SBD as an institution.
In practice, however, this approach tended to emphasize building bridges
over institution building. Merely providing resources was not enough for
institutional development: guidance and structure was also necessary.
The USAID project did target one intervention in SBD's overall
program: developing a set of consistent, objective criteria for selecting
bridge sites, a notoriously subjective and difficult task generaly external
ized from the SBD. Bridge selection was a politically sensitive issue,
complicated by tremendous nationwide demand: requests received by the
SBD far exceeded its construction capacity. The Fifth and Sixth Plans had
emphasized the need for detailed feasibility studies preceding bridge
construction. In the late 1970s USAID commissioned a series of studies to
develop objective selection criteria, and these became an integral part of
the 1979 project paper.
The project grant agreement specified the use of the new bridge
selection criteria as a precondition for the release of funds. Eventually the
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criteria were to be incorporated into the DOR's standard operating proce
dure. A contractor field-tested the criteria and developed a field survey
manual to rank potential sites, but neither the SBD nor SATA was recep
tive to the new technique, and the criteria remained unused. Ambivalence
within USAID itself contributed to the failure in implementation. The
precondition of criteria use was waived for the first two years due to lack of
time; the third year the requirement was simply dropped without expla
nation, despite a pr-ject extension paper citing implementation of the
criteria as an important aspect of continuation.
From a quantitative point of view, the project was a success. A total of
44 bridges were built, exceeding the project's original goal; the final evalu
ation found they had a definitely beneficial effect. While bridges seldom
improve the standard of living in gross economic terms, they do make life
easier, improving the flow of goods and saving time, labour and money for
local people and porters. A follow-up study found the bridges also
enhanced socio-economic development by improving access to schools,
health facilities, markets and administrative centers; simplifying
firewood and fodder collection; and providing a focus for small markets
that sprung up near L-ridge sites. Benefits were found to be greatest where a
major trail crossed a major river, as in Benighat, where 40,000 people live
within a day's walk from the bridge.
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DEMOCRACY AND DEVELOPMENT

AID believes that democracy is an economic devel
opment issue, as well as a political one.
-AID Administrator Ronald W. Roskens
Nepal's history ha5 been shaped and directed by authoritarian regimes,
relieved by only intermittent r-cent experiments with democratic govern
ments. Today, as in 1951 when Nepal first experimented with representa
tive government, the country is challenged with shaping a democratic
system appropriate to its diverse political, social, and economic aspira
tions.
On April 8, 1990, following nationwide agitation for a multi-party
system of government, King Birendra lifted the 30 year ban on political
parties. An interim government comprised of representatives of the various
opposition parties, including the Nepali Congress, the United Left Front,
independents, and appointees of the King, was installed to oversee drafting
of a new constitution and parliamentary elections. A new constitution,
placing sovereignty with the people and providing for a constitutional
monarch with a bicameral legislature, was promulgated on November 22,
1990, and on May 12, 1991, the interim government successfully carried out
the country's first free and fair elections in 32 years.
After the 1951 revolution, Nepal experimented with democratic
reforms and a development scheme that presumed high popular expecta
tions of government performance. In reality, the majority of people had few
articulated expectations, political or economic, and neither the population
nor the government were geared towards rapid economic development.
After the most recent revolution, however, Nepalese expectations are high
indeed.
Though it is unavoidable in the short term that economic development
considerations will take a back seat to political ones, the current period is
an opportunity for Nepal's planners to develop a comprehensive strategy
for achieving economic self-reliance. As Nepal reviews its past efforts,
USAID and other donors are reviewing their assistance programs and
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restructuring them to suit the new context of political and economic plural
ism, which provides USAID an opportunity to openly pursue democratic
reform and economic liberalization initiatives.

Implications for Economic Development
Over the past 40 years, Nepal has realized significant advances in agricul
ture, health, education, transportation and cormmunications, and made
major improvements in the delivery of government services and in the
numbers of Nepalese trai~ied for technical and administrative occupations.
However, it remains one of the poorest countries in the world: 42.5 percent
of the population remains below HMG's poverty line. Despite the general
optimism accompanying the end of the Panchayat era, Nepal still faces
major obstacles in substantially improving the lives of its people.
Nepal's economy has faced repeated disruptions in the past few years,
including the economic crisis of the mid-1980s, the 1989 trade and transit
impasse with India, and the political disturbances of 1990. The net effect
has been an increased burden on Nepalese citizens. For instance, a USAID
assessment shows that after the April 1990 revolution, "Nepal suffered a
major reduction in tourism, food cost increases, a manufacturing/production
decline, and reduced basic services because of strikes and other disrup
tions".
HMG and donors are increasingly being called upon to prevent further
economic deterioration and to ensure sustained economic growth. Some of
the principal constraints include low agricultural productivity, limited
natural resources, environmental degradation, inadequate and deteriorat
ing physical infrastructure, weak administrative and institutional struc
tures, insufficient human resource development, and inadequate domestic
resource mobilization. Population growth which continues to seriously
undercut economic growth, demands serious attention. In addition, though
the International Monetary Fund points to some progress in meeting the
Structural Adjustment Program targets, it also notes that Nepal has been
slow to implement needed budgeting and expenditures controls, tax reforms,
and public e:nterprise reforms.
Though Nepal's interim government of 1990/91 was understandably
preoccupied with a limited and very specific political agenda, i.e. drafting
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a new constitution and conducting a parliamentary election, it was also
determined to pass on a stable economic situation to its successor. The
interim government committed itself to continued compliance with the
World Bank/IMF Structural Adjustment Program's economic and policy
reforms, and in 1990, suspended formulation of the Eighth Plan, submitting
the 1990/91 budget in its place. The budget aimed to provide direction to
development programs and the private sector, minimize hardships faced
by common people (inflation and shortages of essential commodities), and
clear outstanding government liabilities. The interim government also
attempted to broaden the tax base and lessen Nepal's reliance on import
revenue. The government's economic performance was limited, however, b.
the lack of a mandate to institute corrective measures in the economy,
coupled with economic setbacks, which forced it to maintain most ongoing
programs.
Predictions regarding the course of Nepal's economic development are
at this point largely speculative. While donors are encouraged by the
prevailing liberal atmosphere, most continue to exercise caution. Both
HMG and donors are concentrating on maintaining ongoing development
programs, whiie awaiting future political developments.

Donors and the New Development Environment
Nepal's 1990 political movement gave donors reason for optimism. Despite
some progress in implementing the Structural Adjustment Program, by the
end of the 1980s donors noted persistent project implementation problems,
partly resulting from Nepal's rigid economic policy framework. Though
the new political situation did not automatically offer solutions to these
problems, donor activity and hopes weic stimulated by the possibility of
change.
Though lacking a mandate for major reforms, the interim government
sought to redirect Nepal's development programs to make them more
people-oriented. The government's actions complemented donor advocacy of
more decentralized planning and budgeting to finance and sustain local
initiatives.
At the October 1990 Nepal Aid Group meeting in Paris, the Interna
tional Monetary Fund pledged its willingness to begin negotiations for an
Expanded Structural Adjustment Program if political developments contin

354

Four Decades of Development

the same
ued to encourage democratic and economic liberalization. At
for
programs
for
million
$535
meeting, the Nepal Aid Group pledged over
develop
Nepal's
of
percent
60
FY 91/92, which would account for nearly
HMG expendi
ment expenditures, and approximately 40 percent of tota!
tures.
donors
Besides acknowledging their support for multi-party democracy,
Adjustment
Structural
the
to
adherence
stressed the need for continued
reforms, restrained
Program, including prompt implementation of economic
growth. Donors
economic
sector-led
private
of
spending, and facilitation
growth
were unanimous in stressing the need to check Nepal's population
donors
its
and
rate. Prospects for improved policy dialogue between HMG
democratic
have improved as a direct result of the current trend towards
and economic liberalization.

U.S. Economic Assistance Strategies in the 1990s

and
In Nepal, is in Eastern Europe, the trend towards democratization the
to increase
economic liberalization has provided opportunities for AID
have long
that
initiatives
include
to
programs
scope of its assistance
and
political
formed basic tenets of the Agency's philosophy, namely
supporting
economic pluralism. AID has adopted four new "initiatives" to achieve
order
work in Democracy, Business, Family, and Environment, in
these principles.
democratic
Under the Democracy Initiative, AID aims to strengthen
democratic
to
quickly
institutions and develop AID's capacity to respond
1990.
in
Nepal
breakthroughs of the type that occurred in
extends
The Partnership for Business and Development Initiative
U.S.
include
to
development
sector
AID's traditional concern with private
coun
host
in
objectives
AID
to
relates
business involvement, insofar as it
to promote
tries. The challenge is to figure the best use of U.S. resources
while
countries
developing
in
stability
political, social, and economic
growth.
economic
broad-based
achieve
to
simultaneously helping them
graduation of
The Family and Development Initiative highlights the
on gov
basic human needs concerns from a nearly exclusive concentration
family
the
on
ernment programs to private sector approaches, and focuses
in
role
principle
a
unit as the axis of development. The family plays

The 1990s

355

shaping the abilities and desires of individuals to participate in and take
advantage of opportunities in society.
The Environment and Natural Resource Management Initiative empha
sizes that sustained economic growth may be jeopardized by unsound
management of natural resources. AID seeks to assist at the national and
local levels in achieving appropriate economic and environmental policies,
and strengthening public and private environmental institutions. In Asia,
AID is concentrating on management of water and soil resources, energy
efficiency and use, tropical forests and biological diversity, and urban and
industrial pollution.

AID Initiatives in the Nepal Program
Recent political changes have led to new public fora to
discuss economic, legal and administrative reforms. The
changes have altered USAID's operating milieu and
programming opportunities.
-USAID's Annual Budget Submission, 1991
Using AID guidelines as a foundation, USAID in Nepal has developed four
program goals for the 1990s which combine AID's global assistance
strategies with Nepal's own developmental needs and priorities. These
include:
"strengthening the development of sound economic policies which rely
on competitive markets operating with a minimum of government
regulation;
" increasing the range of choice, availability, and use of the most
essential child survival and family planning services through
complementary public, private, and NGO efforts;
" accelerating the process of endowing private groups and users with
control over and capacity to manage Nepal's economically
important, renewable natural resources;
* expanding access of farmers, rural groups, and agro-enterprises to
market opportunities in order to increase their economic options and
incomes.
These goals are supported by a commitment to increasing the role of non
governmental organizations and the private sector in the development
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process, and to expanding democratic initiatives in all spheres. The
ultimate goal is to assist development to the point where Nepal can meet
the needs of its people on a sustainable basis with its own resources.
Increasing economic growth and productivity is crucial to this approach, as
is development of human and institutional resources, a fundamental prior
ity which has been addressed in some way by nearly every USAID project
of the last four decades.
USAID's program in 1991 has 10 ongoing bilateral projects, four
centrally-funded activities, and one new project under development in
direct response to Nepal's changed political atmosphere. Though it is a
minor player in terms of financial contributions, USAID's long-term experi
ence, strong field presence and technical expertise ensures a position of
leadership among donors.

Reinforcing Nepal's Liberalization Initiatives
In view of Nepal's changed political situation, USAID has developed a
new project in Economic Liberalization and devised a Democracy Strategy
which ideitifies a number of opportunities to support political liberaliza
tion.

The Nepal Democracy Strategy
Among other goals, AID's field programs are dedicated to fostering
conditions under which democracy can flourish. AID has pursued participa
tory forms of development in a wide range of projects, believing that
encouraging citizens to take part in discussion, planning and economic deci
sion-making, and active management of their own assets leads to stronger
projects, and also strengthens democracy.
USAID responded rapidly to the announcement of multi-party democ
racy in Nepal with a series of Democratic Pluralism Initiative activities
designed to capitalize on momentum created by U.S. government support for
human rights and open dialogue during the 1990 democracy movement.
Activities have included sponsorship of seminars for sounding public opin
ion on constitutional law and other issues; providing books on constitutional
law to the Nepal Law Association for a permanent constitutional library,
supporting the work of the Constitutional Recommendations Commission
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and the Election Commission; providing funds for Nepal's Parliament
Secretariat for development of a library and research services and the
upgrading of printing facilities; and voter education. USAID also supports
research and training on legal and human rights issues.
USAID's planned democratic initiatives will encourage changes in
Nepal's legal and administrative framework to assure an expanded role for
groups outside the central government, thereby enhancing political and
social pluralism, free market participation, and individual
choice.
USAID seeks to facilitate such changes by encouraging policy reform and
decentralization of financial p!anning and administrative responsibilities,
supporting indigenous non-governmental organizations, and encouraging
private sector developmept and community participation. Though USAID's
ability to obtain policy changes is limited by its restricted financial capac
ity for policy-based program lending, it is enhanced by USAID's effective
working relationship with senior Nepalese administrators, and its
influence with donor groups.
Economic Liberalization Project
The Economic Liberalization Project which will operate from 1991 to 1996 is
the centerpiece of USAID efforts to promote reforms encouraging market
oriknted development led by the private sector. Responding to Nepal's
recent political shift, USAID is increasing its efforts to foster pluralistic
growth, in the belief that an open, fair and competitive market is neces
sary for sustainable development. The project will assist businesses, labor
and government organizations in developing and implementing sound
policies supporting private sector-led economic development. Improving
the quality of economic analysis will enhance policy formulation, while
the utilization of local institutions will strengthen indigenous capacities.
In addition, policy dialogue will seek to remove government-imposed
constraints on economic growth.
The Economic Liberalization project will complement the World Bank
and IMF's Structural Adjustment Program and enable USAID to assist HMG
and private organizations in pursuing key policy and administrative
reforms which expand the development capacity of private businesses,
private voluntary organizations, user groups, cooperatives, and local gov
ernment. The project will complement and assist USAID's overall program
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by providing guidance and resources to redirect other projects in ways
compatible with USAID's objectives.

The Impact of Liberalization on USAID's Program
Though the majority of USAID's activities are a continuation of projects
begun or planned before the April 1990 democratic movement, the prospects
for improved polic-i dialogue and increased private sector participation in
the economy has increased the likelihood of these projects having a much
bv'oader impact than was possible under the Panchayat system.

USAID's Private Sector Initiatives
USAID's support for privatization, initiated in the mid-1980s, aims to
assist Nepal with shifting certain services from the public to private
sector, and encouraging divestiture of some parastatals. These concerns are
an integral part of USAID's overall objectives. USAID will continue to
lead support for privatization of public enterprises and harnessing the
potential of Nepal's private sector through improved policies and proce
dures. Policy dialogue is central to this effort, supplemented by funding for
government and private sector opinion leaders to attend privatization
seminars in Washington, and support for workshops and seminars on
related subjects in Nepal. USAID projects will continue to support privati
zation in specific teclhical sectors.
With HMG's commitment to promote private se, or growth and include
the private sector more fully in development, USAID intends to
significantly expand funding to indigenous non-governmental organizations.
New Nepalese non-governmental organizations are being formed with the
hope of working effectively in a more open situation. USAID is exploring
ways to facilitate their participation in development through its PVO CoFinancing project. In addition, USAID intends to increase the availability
of training for those who work in NGOs and private firms.

Private Sector Initiatives in Ongoing Projects
The strong private sector components featured in several USAID projects
represent major advances in achieving AID's goals in support of economic
plurilism. For instance, the Rapti Development Project supports a Private
Enterprise Unit in providing advisory services to entrepreneurs. The project
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also supports upgrading of irrigation schemes by private community organi
zations, an experimental private extension service to encourage commercial
farming, and studies to achieve more efficient marketing and agro-process
ing.
The Agro-Enterprise and Technology Systems Project supports the
establishment and strengthening of agribusiness associations, and the
increased responsiveness of the agricultural research system to commercial
farmers. The stress is on generation of agro-based income and employment
through market-led agricultural growth, thus maximizing the compara
tive advantages inherent in Nepal's wide range of growihi .nditions.
The Child Survival and Family Planning Services Project, begun in
1991, will increase the range of choice, availability, and use of essential
child survival and family planning services through complementary
public, private, and non-governmental organization efforts. Among other
things, the project will help to develop private sector alternatives for
delivery of health and family planning services, demonstrate their value,
and move towards fuller privatization of the Contraceptive Retail Sales
Company. The project will also support privately financed maternal child
health and family planning clinics at major industrial plants and estates.
The Private Rural Electrification Project supports alternatives to subsi
dized rural electrification. Private electric utilities are to be established to
construct and operate hydro-electric systems on an economically sustainable
basis. USAID describes the project as "an experiment, an exploration in
community self-reliance, self-financing, and local management of private
and community-owned electricity systems.' The project aims to reduce
fuelwood and kerosene consumption, develop local organizational and
entrepreneurial skills and improve the quality of life of those living in the
project area.
Finally, USAID is currently involved in activities to increase the
ability of private groups and users to control and sustainably manage
Nepal's economically important renewable natural resources. Activities
concentrate on community forestry, farmer-managed irrigation, and habitat
protection. USAID believes the best way to counter poor management of
Nepal's forests and irrigation is through greater institutional pluralism
and new government pnlicies and regulations which transfer control of
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assets to local autonomous user groups. Only by decentralizing authority
over Nepal's productive natural assets to those who depend on them can
significant advances be made in the productivity of those assets and their
proper conservation and sustainable use.

Looking to the Future
'he early 1990s are a time of great political opportunity and challenge.
USAID will continue to assist Nepal in formulating a new vision for the
future, by supporting development of a stable, effective democracy and an
increasingly open, market-driven economy. USAID's strategy is based on
AID's worldwide goals of supportiag market-oriented policies that liber
alize trade and foster investments and sustained economic growth. By
breaking down barriers to individual initiative and full economic partici
pation, USAID hopes to encourage optimal grcwth, which brings a host of
social, economic and individual benefits in its wake.
Major themes include developing appropriate responses to the specific
problems constraining sustainable, market-oriented growth in the Hills;
encouraging the trend towards decentralization by building the capacity of
local administrations and communities; and continuing to strengthen policy
dialogue. The core of USAID's program will continue to address Nepal's
most urgent concerns, helping to shape innovative responses to the chal
lenges Nepal faces in the future. USAID will continue to work with HMG
and other donors to resolve macrocconomic and administrative problems
and create a favorable climate for long-term development. USAID's on
the-ground presence in Nepal, its long-term institutional history, and its
staff of technical specialists provide a unique perspective on Nepal's
development which is of great potential value to HMG and other donors. It
can provide a foundation upon which to build future development programs.
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FOUR DECADES OF LESSONS:
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Neal P. Cohen
USAID Mission Economist
and Private Sector Officer

Introduction
Hindsight can be misleading; what appears obvious to us now was not obvi
ous at the time many actions took place. With the same information and
knowledge the decision makers had at the time, I expect we would have
made many of the same decisions. However, with the expansion in our
knowledge of development and development theory, we can see that
different paths were also possible, and may have produced different
results.
Hopefully this summary will contribute to a more complete presenta
tion of the lessons learned about development in Nepal - not just the
lessons USAID has learned, but the lessons government, NGOs, the business
community and all donors have learned. By so doing we may all be able to
accelerate Nepal's future development.

Why is Nepal Still a Relatively Least Developed
Country?
Perhaps the most important raw material that the World War Il-devas
tated economies of Europe and Asia had, and Nepal lacked, was an atti
tude that increasing wealth, in itself, was possible and desirable. The
level of entrepreneurship necessary to mold land, labor and capital into
something productive was, and remains, in short supply. From the Ranas
through the Panchayat years, officials were often "paid" in privileges. It
was expected that officials would use their positions to increase their
incomes. Government was essentially extractive: removing wealth from
the economy to improve ones personal position. The essence was control, not
development. That wealth, extracted from farmers and businesspeople,
was generally not used productively. The Ranas invested their fortunes in
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of hydro-electricity is there, but, even if it is successfully developed in the
distant future, Nepal will still have to use the financial resources gener
ated by potential earnings to develop a base for development. That will not
be easy given Nepal's land locked status and difficult logistics.
Another major economic resource Nepal has is its beauty. Tourism has
done wiell, and future expansion is possible. It is a suitable base for more
development efforts.
The most successful new source of income has been the expansion of
handmade carpets. While by far the major export, its contribution to the
overall economy is smali. But this industry developed because Nepali
entrepreneurs brought together imported raw materials and local labor.
This new entrepreneurial talent is possibly the most exciting element in the
new equation for Nepal's development. If this talent can extend its reach
beyond carpets and begin to transform the readymade garment and handi
craft industries, and go on to develop new industries that combine
entrepreneurs with the abilities of local labor, then the potential for
development is vastly heightened.
The combination of Nehru's notions of state domination and
Rana/Panchayat notions of control, are clashing with the new
entrepreneurs and with India's nascent efforts to open its economy to
private sector led development. There are those who still believe in the
Nehru and Rana/Panchayat precepts, and cannot accept the possibility of
greater use of the market, or the private sector. Control, the central word in
the Nepali approach to economic development, still exists. Hopefully, the
economic failure of this approach throughout the world will become
increasingly apparent to all Nepalis.

Economic Development in Theory and Practice
For almost the entire period of USAID's involvement in Nepal, assistance
was based on humanitarian (as opposed to security) grounds, making Nepal
a laboratory in which different theories of development were tried and
efforts to duplicate successes elsewhere attempted.
The first USOM personnel to arrive in Nepal were confident that
development could be quickly achieved. The development experience ef
the United States in the early 1950s was based on experience in postwar
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reconstruction. In Nepal, we quickly learned that it is easier to reconstruct
an economy than to begin development in a country that has never known
economic wealth. Solutions to the problems of reconstruction are different
from development - requiring different technical skills and assistance
mechanisms. We learned that because something works in the U.S. or other
developed countries, it does not necessarily follow that it will work in
low income country.
When we began work in Nepal, the field of economic development was
in its infancy. There was remarkably little known about how third world
countries should develop, other than suppositions that they should
generally follow the same path rich countries had tread. The last forty
years has been a continuous learning process: much of it learning by doing,
learning by emphasizing the practical application of experiences.
Economic theory has evolved since that time. At one time we had
supreme confidence in the ability of fiscal and monetary policy to contral
and direct the economy, later we realized the limits of theory, and are
currently emphasizing the role of government in setting an appropriate
framework for growth through a private sector led economy that relies on a
competitive market. Economic development theory at one time emphasized
modelling and grand theories like balanced vs. unbalanced growth, the
stages of development, and X-efficiency.
Economic theory became enthralled with increasingly elaborate eco
nomic forecasting models, such as macro-economic models, input-output
analysis, and Social Accounting Matrices. These contributed to the belief
that development could occur by simply changing a few variables. Models
have a vital role in understanding the linkages between sectors, but they
are but one tool, and not as important as analysis based on a firm under
standing of micro-economic relationships.

Examples
The early growth models (Harrod-Domar and Cobb-Douglas) played major
roles in early economic development theory. These models implied that
growth was a result of increasing the amount of capital, or labor, and that
for this to take place a country needed to change the average propensity to
save and the capital-output ratios. (Sometimes land was added as a vari
able, but it was usually considered fixed and thus was not important to the
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growth model.) The essence of the growth model approach was simplicity.
This led some to erroneously conclude that growth was essentially mecha
nistic, straightforward, and could, in effect, be achieved by turning a dial
marked ",cononic development.'
Similarly, Walt Rostow's emphasis on how countries would take-off
into self-sustained growth turned out to be too simplistic and subject to many
qualifiers as countries "took-off' into self-sustained economic growth and
crashed, only to try again. Rostow, like Joseph Schumpeter before him,
emphasized the role of the entrepreneur, but Rostow added the importance
of having a leading sector (usually a primary product) able to generate
sufficient profits to be used to increase capital. Economists were attempting
to describe a process based on experiences in the West, not learning from
actual experiences in the Third World.
Another important element in the growth of development theory was
the more practical case study approach. Four Decades of Development
notes times when we tried programs that worked elsewhere, but, for reasons
peculiar to Nepal, did not succeed here.
In essence, we learned in Nepal that there is no simple solution to
development. Few countries are poor because they lack one item, but rather
poverty is pervasive, permeating everything. Solving one problem often
has led to recognition that another problem still blocks progress. Change is
slow and must proceed on a broad front against the problems.

The People of Development
American Personnel
This book reveals how many Americans working in development are action
oriented, can-do people. If there is a problem; solve it quickly. Thus, we
helped establish the Agricultural Inputs Corporation to supply fertilizers
to farmers, and the Nepal Ropeway to simplify trade. National Trading
was established to help market output, other donor; helped establish
cigarette, sugar, leather companies, helped the ha, .'icraft industry
through centralized governmen~t programs. We often found the easiest way
to solve a problem was to establish a public enterprise, or have the
government do it. This pattern was reinforced because it worked in the
short run. Ifyou needed a leather factory you could build one and it would
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start buying skins quicker than if yju had provided incentives to the
private sector to establish such an enterprise. The long term costs of estab
lishing a permanently loss-making factory, and of throttling an industry,
were perhaps not fully understood. We, and others, were impatient: we
wanted to develop quickly. Hopefully, we have now learned the lesson
that the private sector, not the public sector, is more likely to lead to long
term sustainable economic development.
The book provides a number of examples where a major benefit from
USAID programs were the personnel themselves. The attitudes of many
toward work, desice to get into the field and get their hands dirty; their
commitment to trying to accomplish something, desire for frank, honest and
open discussions; and collegial, collaborative styles, made a very positive
contribution.
HMG Policies and Personnel
The book notes that foreign aid officials often misunderstood the level of
commitment of government officials to development. In our enthusiasm, we
often misread our counterparts. The most extreme example was our experi
ence with Panchavat development. We believed, at first, Panchayats could
be a useful tool for decentralizing development and involving more people
in the procoss of decision-making. Time proved us wrong. Politicians and
government officials were more concerned with the control elements of
Panchayats; they wanted to continue centralized decision making and
control.
Mirroring the optimism and confidence of the USAID personnel was
HMG's overambitious targets. These targets led to cynicism. We have had
to learn to reduce the number of targets to those that are achievable, not
necessarily accomplishing as much as we would like.
There have been problems with inconsistent government policies. In
some cases this was because government adopted a policy because of donor
insistence, not because Nepali officials were convinced of its efficacy.
Perhap it was impossible for government to harmonize divergent donor
demands. The lack of consistent policies that were implemented reduced
the chance of success of many activities and their sustainabilitv after donor
resources ended.
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The Results
USOM's Three-Point Blueprint for Action in the late 1950's is still valid:
improved transportation and communications facilities, expanded educa
tion and health services, and increased agricultural and industrial
production to finance the first two objectives. Similarly, the problems noted
by USOM staff in the 1950's still exist: the inability of state enterprises
to
deliver commodities, the unwillingness of many officials to travel into
the
field, and the lack of consistent, clear and understandable policies. Many
of
the programs and approaches we pioneered in the 1950s and 1960s are
still
valid. We might change some elements, but, for example, the approach
USAID developed to create, strengthen and use the National Industrial
Development Corporation (NIDC) still rings true.

The Successes and Failures: Why?
Successes
There is little doubt that two of the greatest successes USAID has had
are
the control of malaria and our education and training programs. The control
of malaria was achieved because it was a simple program, technology
oriented, and it worked quickly. It was a logistics and technology program
that did not require changes in behavior.
Many of our education programs were successful for different reasons.
These are, to a great extent, the hardest because of the necessity
of
changing people's attitudes. Success was possible because of the enormous
thirst for knowledge by Nepalis, that resulted because people became
convinced thit a better education is necessary for better jobs. Out-of-Nepal
training was a success because of the exposure to different ideas. One busi
nessman commented to me that a trip USAID financed in the 1960s showed
him alternative ways of operating. He returned, restructured his businesses
and launched new endeavors. Exposure to people elsewhere can be a power
ful motivator.

Failures
USOM/USAID cannot point to true project failures. My listing is likely
to
be different from those of others.
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change will bring benefits and costs: is the reduction in infant and child
mortality worth it? is the improvement in literacy worth it, is the
improved status of women worth it? I think so.
However, given all the resources invested in the country, there is good
reason to question why there has not been more development. We cannot be
satisfied with inadequate schools, continued high infant mortality figures,
poor health conditions, or insufficient improvement in incomes. Progress has
not been sufficiently rapid, with a 3-4 percent per year increase in real
incomes, it will take 35 to 70 years to double income per capita (to the level
India is at now).
We have learned much from our development experiences in Nepal, it
is -.ow necessary to use those lessons.
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TYPES OF U.S. ASSISTANCE
I.

Capital Assistance

A. Bilateral Assistance
Since 1951, U.S. bilateral assistance to Nepal has totalled more than
$500 million. Nearly $300 million of this was contributed by USAID (all
but $0.4 million of this as grants). The Peace Corps has contributed over $40
million since the first group of volunteers arrived in Nepal in 1962. The
remainder has been provided through the U.S. Food for Peace programs and
as emergency disaster relief.
B. Multilateral Assistance
Complementing its bilateral assistance program, the U.S. has
contributed assistance to Nepa! through such multilateral agencies as the
World Bank, the International Monetary Fund, the Asian Development
Bank, the United Nations Development Programme, and various United
l'ations line agencies. U.S. bilateral and the U.S.'s contributions to multi
lateral agencies who have assisted Nepal since 1951 come to almost $1 bil
lion.

II. Centrally-Funded Projects
A. Humanitarian Assistance: 116(e) of the Foreign Assistance Act
In 1976, the Carter administration established a special fund to pro
vide 'a positive approach to human rights oy encouraging increased promo
tion of civil and political rights.' Legislation directed AID to carry out
programs and activities in developing countries to enhance adherence to
the provision of basic human rights. The legislation was particularly
appropriate to AID programs because the U.S. recognizes personal liberty
as the engine of economic growth. In Nepal, the legislation resulted in
several projects initiated in the 1980s.

Types of Assistance
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B. AID Program in Science and Technology
The Program in Science and Technology Capacity was mandated
by
Congress in 1981, in response to the need for innovative
collaborative
research with developing nations. Approximately 13 projects
have been
designed to help develop research capabilities in Nepal, most
focusing on
agriculture. U.S. contributions in the form of grants through
the Science and
Technology Program total nearly $1.2 million (see Appendix,
USAID
Projects in Nepal 1952-1996 for a list of projects).

C. U.S.-Israel Cooperative Development Research (CDR)
Program
Based on the Program in Science and Technology Capacity,
the CDR
was developed in 1985 to make Israeli expertise available
to developing
countries through collaborative research. At present, USAID
administers
two projects under this program.

III. Disaster Assistance
The U.S. has a long history of providing assistance for
victims of
natural disasters in countries all over the world. In 1964,
the Agency for
International Development established the first Office of
Disaster Relief
Coordinator, which evolved into the current Office of U.S. Foreign
Disaster
Assistance (OFDA). OFDA is responsible for providing and
coordinating
disaster assistance worldwide. Following is an overview
of U.S. disaster
assistance to Nepal:
1954: In response to a series of devastating floods, the U.S.
contributed
.2 milion in cash and food commodities for emergency relief
and
reconstruction.
1956: The U.S. contributed $2 million in cash and food commodities
for
famine :elief.
1987: The U.S. provided assistance for reconstruction after
floods and
landslides damaged portions of the Central and Terai regions
of
Nepal. OFDA contributed $25,000 and USAID reprogrammed
$200,000 in local support funds to rebuild transportation infrastruc
ture in Myagdi and Mustang districts.
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1989: The U.S. provided $25,000 in cash, and tents and blankets for
emergency relief after an earthquake measuring 6.1 on the Richter
scale caused widespread damage.

IV. Food for Peace
Pubiic Law 480:
Agricultural Trade Development and Assistance Act
PL 480 was enacted in 1954 to promote economic development through
agricultural trade. In Nepal, Food for Peace assistance (Title I and Title II)
totals approximately $140 million. All but $2.4 million of this assistance
has been in the form of grants (cash and food commodities).
Title I allows the financing of sales of U.S. agricultural commodities to
developing countries on credit terms. In some cases, the sale of commodities
is payable in local currency. Surplus rupees generated from the sale of agri
cultural commodities to India have been used since 1960 to support USAID's
economic assistance program in Nepal, and for training Nepalese in Indian
institutions.
Title II provides emergency relief to food deiicit areas of developing
countries in the form of food commodities. In Nepal, this type of assistance
is channelled through the World Food Program.
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USAID's PROJECTS 1952-1997
*indicates currently active projects

Agriculture and Natural Resources
Village Development 1952-59
Mineral Resource Development, 1958-67
Food Grain Technology, 1957-78
Forest Inventory, 1958-69
Agricultural Credit and Co-Operatives, 1960-72
Panchavat Development, 1963-72
Hydrologic Investigation, 1961-68
Groundwater Survey, 1969-73
Groundwater Investigation, 1969-77
Agricultural Education Planning, 1972-73
Institute of Agriculture and Animal Science, 1974-84
Integrated Cereals, 1975-85
RAD/RCUP Design Project, 1978-81
Seed Production and Input Storage, 1980-85
Rural Area Development-Rapti Zone, 1980-87
Resource Conservation and Utilization, 1980-89
Agriculture Resource Inventory, 1980-85
Institute of Agriculture and Animal Science I1,1984-91
Agricultural Research and Production, 1985-91
@Irrigation Management, 1985-94
*Forestry Initiative, 1987-92
*Institute of Forestry, 1987-95
*Rapti Development, 1987-95
@Forestry Development, lq89- 9 5
*Agro-Enterprise and Technology Systems, 1990-%

Education and Human Resources
Cooperative Program for Education Activities, 1954-58
Teacher Training and Related Activities, 1954-58
Education Development, 1958-60
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Education Administration, 1958-64
Education and Training, 1962-68
Education Materials Development, 1964-67
Teacher Training/Higher Education, 1964-65
Teacher and Technical Education, 1968-72
Teachers and Materials Utilization and Development, 1972-81
Manpower Development Training, 1973-80
Education Skills Training, 1976-81
Radio Education Teacher Training, 1977-84
Radio Education Teacher Training II, 1984-90
*Development Training, 1985-94

Economics
eEconomic Liberalization, 1992-96

Energy
Power Development Integration, 1960-67
sPrvate Rural Electrification, 1990-93

Health, Population, and Family Planning
Malaria Eradication, 1954-74
Public Health Administration, 1954-67
Assistance to Public Health Services, 1954-64
Bir Hospital Assistance, 1959-65
Health Education, 1962-65
Nurses and Other Paramedical Workers Training, 1962-66
Public Health Administration, 1962-67
Medicinal Plants, 1967
Population/Family Planning, 1967-79
Integration of Health Services, 1971-76
Integrated Health Services, 1976-81
Malaria Control, 1975-80
Population Policy Development, 1979-85
Integrated Rural Health/Family Planning Services, 1980-90
*Child Survival and Family Planning Services, 1990-95

USAID'S Projects 1952-i997

Industry
Nepal Industrial Development Corporation, 1956-72
Industrial Pre-Management Training, 1960-67
Cottage and Small !-ndustries and Craftsmen Training, 1960-67
Industrial Districts, 1960-69

Private Voluntary Organizations
PVO Co-Financing, 1981-88
*PVO Co-Financing II, 1987-97

Public Administration
Governmental Budgeting and Accounting Systems, 1960-67
Institute of Public Administration, 1960-67
Statistics Development, 1960-72
General Public Administration, 1962-68
Management Improvement and Training, 1962-73
Administration and Management, 1972-77

Transportation and Communications
Regional Transportation Facilities, 1958-62
Suspension Bridges, 1958-75
Aviation Development an Airport Development, 1959-74
Ropeway, 1959-64
Rural Transportation, 1958-68
Nepal-India Telecommunications Network, 1959-64
Road Development Project, 1962-67
Western Hills Penetration Road, 1968-74
Landslide and Slope Stabilization, 1979-83
Trail Suspension Bridges, 1979-&3

Other
Technical Support, 1952-76
Development and Support Cost, 1974-77
Development Support. 1982-83
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Centrally-funded Projects
I. 116(e) Funds: Humanitarian Assistance
Strengthening the Legal System of Nepal, 1983-89
*Women's Legal Services, 1988-93
Nepal Law Society, 1988-91
Nepal Women's Association, 1990-91
*judicial Services Training Centre, 1990-93

II. Program in Science and Technology Cooperation
Studies in Late Blight of Potatoes and Tomatoes in the Chitwan Valley of
Nepal
Research on Citrus Greening Vector in Pokhara Valley
Design, Con'r ction and Installation of Two Thermosyphons Solar Water
Heaters for Public Demonstration
Improved Management of Important Fodder Tree in the Terai and Mid-Hill
Regions of Nepal
The Prospect of Vegetable Cultivation in the Chitwan Valley
Propagatien of Mahaseer in the Himalayan Water of Nepal
Scientific Instrumentation Unit: A Unit for Repair, Maintenance and Inno
vation of Scientific Fquipment
Clonal Propagatior -)f Pine Trees by Methods of Tissue Culture
Pathogenic Variability of and Bacterocin Production by Xanthomonas
Campestris PV. Oryzae in Nepal
Reducing Livestock Degradation Losses in the Nepalese Himalaya
Exploitation of Genetic Yield Potentiality of UWA Germplasm in the
High Altitude Himalayas
Exploitation of Genetic Yield Potential of Common Buckwheat Ecotypes in
Different Regions of Nepal
Sex Determination of Choerosp3ndias Axillaris Roxb. Seedlings

III. U.S.-Israel Cooperative Development Research Program
(CDR)
A Study on Broomrape Control and Avoidance
Goat Crossbreeding for Increased Meat Production

USAID'S Projects 1952-1997
IV. Other
Regional Narcotics Education, 1987-90
*Improving the Efficiency of Educational Systems (lEES), 1991-93
*Radio Education Learning Technology for Basic Education, 1991-93
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Year

Politics

1951

•Revolufton and overthrow of Rana regime.
King Tribhuvan became
head of government.

1952

Economics

·Publication of Nepal's
first budget

1953
1954

Health &
Population

·Population: 8,473,000
·50 Doctors
·Malaria cases: over 2
million
·Life Expectancy : 28
·Infant Mortality Rate:
255/1,000

Transportation, Education
Industry,
Capital
Development

·Roads: 376 km.
-Air Service to
Kathmandu
begun.
·Installed Power
Capacity: 6,280

·Ministry of Education established.
·Literacy rate: 2%
·321 primary Schools with
enrollment rate of less than
1% (8,500 students).
·11 secondary schools
·2 colleges; 300 college
graduates
·Nation-wide inspection sys- -First Agricultural Training School es!abtern established to provide
lished in Kathmandu
administration and supervision of schools

kw.

•Death of King
Trlbhuvan-

•14 colleges with 915 students
·Female enrollment 4% of
total prirnarv st.LJde.[lts

1955
·Publication of Nepal's
First Five•Year Plan.
•NIDC established
•3 hotels

1957

•Natlonal Planning
Commission established
to implement Five-Year
plans.
•Less than 2.000 tourists

1958

•King Mahendra
announced plans to
form a partyless government and appointed
a commission to draft a
new constitution.

1959

•Nepal's first COnstltu!Ion promulgated, provldlng for a parllamentary system. Nepal's
first general elections
were held In Aprll.
Nepali Congress won a
clear majority.

·Ministry of Health organized
·First Nurses Training
School

·Roads: 624 km.
·Tribhuvan Rajpath opened

•Nepal Malaria Eradtcation Organization
established

•King Mahendra Issued
proclamation banning
political parties

•Panchayat ConstltUtion
promulgated, and electlons held.

·Beginning of
work on HetaudaKathmandu
Ropeway

•Village DevelOpment Service,
extension
program, set up
·First Training
School set up In
Kathmandu
•5 Village Developrnent Centers
established
•USAID Aerial,
topographical
and soil surveys
of Raptl Valley
·Floods

·First OsoM
Director, Paul
Rose, arrived

•Cooperative
Services
Agreement
signed

· Drought

·U.S. DevelOpment Loan
Fund estat>lished
·4 SchOOls for
Village Developrnent Service
established
·12 VIiiage
Development
Centers for 1,641
villages, with 613
extension staff

·Tribhuvan University established
·2,403 primary school teachers trained or in training
·First Multipurpose High
School opened

·Cooperatives Act promulgated. New
Department of Cooperatives began providing
loan funds to Rapti Valley cooperatives
•Agricultural Extension Service established

•Population 9,413,000,
6 towns with over
10,000 people
• 100 Doctors
·34 hospitals
•24 Health Posts
•7% of population
served by a health
fa cir
•Publication of Three-Year Life expectancy: 33
Plan (Second Plan).
·Per ca ita Income: $80

•Leprosy and tuberrulosls control projects
started

•Estimated cereal production In metric tons:
Paddy: 2, 108,000 Maize: 843,000 Wheat:
138,000;
·1 ,088,000 ha of paddy planted

·55 Village Development Centers, covering
38,000 villages,
with 860 extenslon staff

·Roads: 1,193km.
·25,000 domestic
assen ers

•First agricultural census estimates 12% of
total area (1.8 million hectares) under cultlvation
•Agricultural eorganiza on
•Cooperative Bank established
·Total cooperatives: 870 with 21,000
members and Rs 3.5 million In loans

·Completion of
Hetauda-Kathmandu Ropeway
•Hetauda Industrial District
o ened
•Roads: 2,049 km.

•HMG Cadastral Survey carried out covering
20 Terai districts

•Panchayat Development Deartment created
• an aya
Training lnstllutes & field trainIng programs set
u
•Devastating
drought In India

·Balaju Industrial
District opened

•4,001 Primary Schools
·Primary School enrollment:
15.8% (182,000 students;
35% female).
•368 Secondary Schools;
6% of age group enrolled
·33Colleges

•Annual consumption of fertilizer nutrients:
451 metric tons
•Percentage of crops under Improved varieties: Paddy: <1% Maize: <1% Wheat: 4%
•Estimated cereal production: Paddy
2,207,000 MT; Maize 856,000 MT; Wheat
147,000 MT
•CooperatlVe Bank (ADBIN) est.
·A11rlcultural Su~I* Co~ration est.
·Agricultural
mgrporatlon est.

•Family Planning
acceptors: 2,000
·Smaitpox eradl cation
drive started

Ma e

·Russell
Drake, Director
·Termination of
Cooperative
Services
Agreement

•First ReSldenl
U.S. Ambassador, Henry
E. Stebbins
•Three Point
Blueprint for
Action
•Publication of
USOM EconomlcData
Pa rs
n• res.
hower pledges
$15 million In
extra asslslance
•John Roach,
Director

·L· eracy Rate: 8.9%

•Publication of Nepal's
Third Plan

1966
1967
1968
1969
1970

•National Education Planning Commission's plan
published
·College of Education and
its demonstration school est.

-Royal Nepal Atrlines Corporation
(RNAC) established.

.

•Panchayat
Development
Pro t
un

•Joseph Toner,
Director

·JOhn Benz,
Director

·1, 162,000 ha of paddy planted
•USAID su~~rt for Coo~ratives terminated

•Publlcatton of the Fourth
Plan

•Death of King Mahendra

94

•January 23,
Agreement for
Technical Cooperation
signed

·School of Agriculture established

r : mg a en ra
visited U.S.
•December: King Mahendra dissolved Par!lament, and suspended
portions of the
Constitution

1973

Rural Devel- USAID
opment Natural
Resources

·Began establishing researCh sections in the
l:>epartrnent of Agriculture- - - - - - - - -

1956

1961

Agriculture

•Malana cases fall to
2,518
•New Family Planning
acceptors: 30,000
•Infant Mortality rate
157/1000
•Life expectancy: 42.3
years

·RNAC domestic
passengers:
210,000
·Roads: 2,504 km

·Primary School enrollment:
26% (449,000 students).
·Secondary School enrollrnent: 9%
' Literacy rate: 15%
•Radio receivers: 5/1,000

•population 11 .5 million;
4% urban
•52 hospitals
•193 Health Posts
·16% served by a health
facill
·15 airports, 8
•Two-Year Program Intro- •New Family Planning
STOL strips
duced to facilitate regional acceptors: 65,000
established.
distribution of
•Installed Power
development benefits.
Capacity: 45,320
kw.
·Per capita Income: $80

•Free primary education for
all, including text books
·National Education System
Plan introduced.

m1ms at1on
' IS rel
Plan
•81 % of imports from and
84% of ex arts to India

·21,459 university level
students

•Annual consumption of fertilizer nutrients:
5,406 MT
•Estimated cereal production: Paddy
2,305,000 MT; Maize 833,000 MT; Wheat
265,000 MT
·Percentage of crops under Improved vari eties: Paddy 6% Maize 3% Wheat 43%
·Total cereal production (paddy, maize,
wheat, bane , millet : 3,485,500 MT

·6 National Crop Commodity Improvement
Programs set up
·Junior Technical Assistant College moved
from Kathmandu to Rampur, and renamed
Institute for Agriculture and Animal Sciences
·Total cereal production: 3,906,000 MT
·Per Capita Food Production Index
1979/81=100 Is 111
•Ann ua consurnp ion of e
658MT

·Carter Ide,
Director
•Most Panchayat Project
Activities termlnated

• ha es
Grader,
Director

1975

•Coronation of King
Blrendra

1976

1en
1978
1979

•Per capita Income: $120

•New Family Planning
acx:eptors: 98,312

•Roads: 3, 175 km.
•RNAC's Domestic Air Routes :
6,157 km.

·459,000 Primary School
students; 241,000; Secondary School students
•Teachers trained: 26,511
•VocattonaJ.enrollment: 22%
•Samuel
Butterfield,
Director

•1,262,000 ha of paddy planted

•ContraceptiVe preva lence:2.3%
•58 hospitals
•life expedancy 46
•lnfan~ortalty rate:

145/1,

0
•Department of Livestock established
•Per Capita Food Production Index Is 96

•Student-led protests for •40 hotels
polltlcal reform resulted •51 % of Imports from and
45% of exports to lndla
in King Birendra's concedln to a referendum
an pu s
•Total Govt. spending
Rs3.3blllion
•163,000 tourtsts

1981

•National (RastrlYa)
Panchayat elections
held

1982

•Decentralization ACf

•Nepal Teachers' ASSocliltlon and Nepali
Congress launch separate movements for
political reform. Both
are called off after violent Incidents Instigated
radical elements
• a onal {I astrtya)
Panchayatetectlons
held

'

• eracy ra e: 21%
•Primary School enrollment:
88%
•Secondary School enrollment: 22%
·Radio receivers: 15/1,000

• ercen ge o crops un er mpro
var ettes: Paddy 26%; Maize 35%; Wheat 84%
•Total cereal production: 3,828,900 MT
•Annual consumption of fertilizer nutrients:
22,458MT
•lnstlute of Re new able Natural
Resources (later
renamed the
Institute of
Forestry) opened
In Pokhara and
later In Hetauda

•Populaflon: 15 million; -•Roads: 5,021kiri
8% urban, 2. 7% growth •RNAC's Domes·487 doctors
tic Air Routes:
-73 hospitals
8,485 km.
•533 Health Posts
•4,903 manufac•46"/o of population
tu ring establish-Served by-a health - -ments-_ _
facility
•Bharatpur•3,654 vlllage-level
Mugllng road
outreach workers
completed
•Per capita Income: $160
•50o/o of Imports from and
58% of exports to India

1983

1985

·Publication of the Filth
Plan
•Total govt. spending
Rs1.5 billion
•92,000 tourists
•World Bank-led Nepal
Aid Group formed

•Life expectancy 49

•Publication.of Seventh
Plan
•Percentage of adult
population employed full
tlme:42%
•Proportion of labor force
In agriculture: 93%

•81 hospitals

•Total Govt spending
Rs9.4blllion

•Contracep
prevalence: 15%
•Malaria: 37,000 cases
reported

1987

•Nepal adopts World
Bank/IMF Structural
Adjustment Program

1988

•Per capita Income: $170

1989

•Per capita Income: $180
•240,000 tourists
•25% of Imports from and
13% of exports to lndla

1990

•Formulation of Eighth
•Feb-April: nation-wide
Plan suspended pending
agitation for a mulfi.
polltlcal developments
party system ol gov•57 hotels; 255,000
ernment
•Aprtl 8th: King Btrendra tourists
conceded to a mulfi.
party system. 30-year
ban on polltlcal parties

•Roads: 5,700 km.
·16 Domestic Airports, and 25
STOL strips.
·RNAC's domestic
passengers:
264,000
·Literacy rate: 26"/o
•1,812,000 Primary School
students, 540,000 Secondary School students,
54,355 university level
students

·Annual consumpfiOn of fertilizer nutrients:
43,408MT
•Percentage of crops under Improved varie~les: Paddy: 40% Maize: 54% Wheat: 62%
•Total cereal production: 4,437,600 MT
•Per Capita Food Production Index is 105

•Denn IS
Brennan,
Director

·oavtd Wll80ri,
· Director

·1,333,000 ha of pa dy planted

·Nafional Agricultural ResearCh cooidlnadng
Committee (NARCC) and National Agrlculturat Research Services Centre (NARSC)
established
•Block Production Programs covered
•Nepat,Natlonal
110,000 hectares In 28 districts (20 Tera! and Conservation
8 Hill districts)
Strategy released
•Per Capita Food Production Index Is 107
•Forestry Master
Plan Introduced
•New cereal varieties released during the
1980s: Paddy 15; Maize 5; Wheat 9
Kammerer,
•Percentage of crops under Improved variDirector
eties: Paddy 73%; Maize 60%; Wheat 68%
•Estimated cereal production: Paddy
3,390,000 MT; Maize 751,000 MT; Wheat
850,000 MT
•Total cereal production: 5,693,000 MT

·RQads: 6,306km.
•Installed Power
Capacity: 203,622

kw.

·Ke11Yc.

•Life expedancy: 52
•Infant Mortality Rate:
128/1,000
•850 doctors
•111 hospitals
•814 Health Posts
•Contraceptive preva lance: 17%

•Roads: 7,262km

•Literacy Rate: 38%
•Radio receivers: 15/1 ,000
•2,845,000 Primary School
students, 697,000 Secondary School students and
76,818 university level
students

·Fourth straight record cereal crop harvest
•68,000 MT of fertlllzers used

llted.

1991

Vear

•In April, the Constttutlon Recommendations
Commission Is formed
•November 23: new
'Constitution promul gated; Nepal a Const!tutlonal Monarchy
•May: mufflpaifY parllamentary elections;
Nepali Congress forms
a majority government
led b G. P. Kolrala

Politics

•Total govt. budget Rs25
billion

•Estimated population
18.5 million, 2. 1%
growth rate

Economics

Health &
Population

Transportation, Education

Industry,
Capital
Development

Agriculture

Rural Devel- OsAIO
opment Natural
Resources

