
.. 

' . 

: ' 

.. ~--

t'i1apal w-onG o£ the closest n~ighroum of ~nd1a, 

The Indo-t~epa11 economic r-elot5.on ie an tmportoot factor fot 

the stobility of t.ho ro9ion. Siooe 1950 the ~let.tonah!p

~een India. a.~ t~~pe1 has ~ based en b:o tree.'ties • the -

~reat.y of PeGee ~- ·1Frian®h1t) ane tt:1e 't~at.y of ~.tooe •W. 

coomeJ:Ce • by t:-11-'l!eh each govEJm:nent agreed to o::lmewlec'ige Mtl 

respeet eecli otbot•~ sove~!9nt?/• loth t:osties ~fleeted 

InMa•e coo.tre ftSJJt e fri~ly md steblG gwerr.fllant. in Net~• 

Further. due to low:J htstorw_el ::elatJ.ons many poople 

fran t<tap~l mig~ t.o Indio. ~~many lndiana m!flrate to tJepa! 

for thGi~ livoliltQO(i!~ lt. hes ~n st.l$too that itifl'Wl o£ L"VJ1Uii$ 

is (3bout 1. oo,.ooo eo.eb year. H~lWe~ the Indian ~::nel 

Afftdm J'i.!niat1!l' r;ut the n~~ of looian itmt1g.rants in NeP$1 
- . . 

at 3 .. e million t-}~ 't}ihieh 2.:3 o:U .. l:ton had already acquired 

NeL-,alese c.tt.tB~nsbJ.p.-, on the other ll~~e. ·~oval !s a t:opulstion 

--··e~l!ting cotmtrt, Since the middle of the 19th eent.uey 

tboutmnU$ of vooot~ ~lepal~~ mi-gratet1 to ln¢11~ to eeiWe !n the

Gurld'aa Regiment Md otho~ mi{it'Gte.d to l.m3ia to WOJ:l~ as tea 

plantat.ien lqbou~es or eul:t.tvatotG 1n Darjeelln~l ·or s oo:.t.rc* 
\ -~ . 

!J.1la 1961 <!Msm ~P'O::ts that tt-aete were t&3ertly a balf..m11l!oa 

Eqepali•kem -mivrlm~S in ·~net.ia ootl a totsl o:f one mtllton ~1bi) . . ' - . . . 

reported Nepali es tl1o;tr moth.oc· tonguf!• .. wnoo, :tooia and ttepal. 

ate bcur..6 b\J the £o~es of hx!sto=Y• g-eogr61P'iY ana population to 
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be friendly and 6l,1i:u!;'fSthetie to eacb othel!!"1S eeizse. Officially 

N:ePQl !s a Hindu i:ti.'"lt~ean. r~ut. Ne;pal iS a ve!:'J poor eountl't.l• 
,, 

ove~ 90 .pel!' ee.nt. cf t'Tepsl·•~ lsbour fo::ea .!s employeti in agt'if,!ulture 

Gnd agricultuttall'ii" 1relat$fl !ndustt!ea. In 1971 tt<Jtmt.yf:!ve 

eount~!ell# (of trhM"J.~ N~pa! ~ fifteen o'the~ ~ lWld•lOClte.cU 

S.ncluding N~.pal t'l~~: i~eutifietl l~J tba Un!:tatl Nations es the 

•!east deveiopetll isl the ~3{):ti!~ on the basis of a nurobe:r of 

eeenQ.'1:!:1C and social iind1c~tolm•. ~h~e eountr:ies .ira particular 

wen <lepec~nt. to oo e~~ptional deg.r:ee on one or two zele:t.tvely 

mom !nth.wt.tialiaed no1ghben.n: for tho conduct of trade and in .·. 

adcition, t:ret!ed ~eavtly ~1ttb tbeae ne~gbboum 'EJ:'(Xn a positton 

of G$S~ant1Ql bmla1iiee ot t~~ deficits as !n the ~aeo o:e· tto~\.Sl 

~'7ith respect 1:o l~dia~. 

N.epQ11s p~ress \~~~s iooustJ:1alis&tion is sle.mt 

eontt"tbtn,:ion of .moaem !nawui~ to tbe totsl GDP of Nepol has 

.boon Xeso ~tui 3 .per cent (~.7 ;p01: eent. in 1981..S2) • Tha 

. eontributton of cottaqe 1ndustr:.ieo to OOP ·has deeltnEM'J frool .1.37 

~;e een~ tn f/:J15-71 to only about a~2 per cent !n 1991..S2. Ne~l'q 

tndust:r:iec • both l~rge set:Jle manufac:tw:ing aoo small l:lcel(l 

eottage industries are still in a J:.'Uilimentary stage. ~o 

st::uet:ure of :tooootr!es bGVe ~ot showoo ·any significant. ehar~J~ 

on the coot1toey i~ b~ lt'~!nea ~~. tt t'fas ttto 6ecades ago. w:hG 

.tnsuatt-ial p.rod"L't't:ion h~s rtot shown flny !mpzovemant in qUali~J• 

'l'be tnaustt!al s~eto;r: of ft~t>el is primarily an extension of 

ngi:'icult.tn:Gl s~to~ an<! C04l!e!a:te mainly of smell scale atld 
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cottage 1ndustr:1es,,. Whotl\t.l the contribut1ora of smell scela 

anti cottage in6U$t.:ri~ to tha GDP of tqc~ ie .ins::l.9nif!eoo~ it 
' 

at!ll plays an 1.ro~s6rtant tole in th~ =~:us~ cf tlGpel as tb.ia 

seeto~ only p~t®S a v!able Gltecnativ0 t:o ag;ci('?ulture. BUt 
' 

t"hi'e e~t.or: i.e· e'rel~.:tvely ~ervoo for th!l!) t~Tepales:e tnveotore 

and• Xnt'liane are ~rcluti~ £wm !nvest!i'lu in this sootor. ~erefo~ 

Indit'mS and Ifllt!ian investor.-a ean 4tlvoot C#lllY in the laru~ oof.lll! 

Private. fn"'19n t-nv¢ettn«:tnt.. mostly from IntU.• 

ent~r:en~~rt'1. h~ been genel:ally shy tn t-tepal. !'!!lot' to 1950 · 

ver;r 1..- p.wtva"'~ enterprues ~ook place in Jgopal. mte ):$Ct-om 

wh!eh sl~1ered pt:1v.attll foft!.9n imrestmants J.n. Rcp!tl .are eh!efly 

Pl)liti<.eal .!.rwtabi:t.Jt:ty, landl¢7...:1~ess end ·~.r in.ftta-st~G~ 

foo.tl:l:ties~ o1101."t~e (tf tte~oo la'bou~I!'G, lo;1 pt.u:ehootng ~i1ets 

and l1m1too marlret. Ilw~it.e· of moor ach~ of ineentlve Iooian 

:i.:nVest.ma."lt in trl0 :s?~!vate sectcE' has .net ~n of rnt¥!b stgnlfieaooe,. 

·One boo!o teas~n 151ole" tbi$ ~bynesa of Indian investment !a thnt 

tnldia is. a ~ig@Gr ·me~~ tb~ :re_pa1 end lnil!a ba& aire~ 

deve1o~4 !-t$ ~ie :lnf~c:~t.~t.b1Te an~ en. a~phe~ fol: ~ 

privata !nveatm~t~ !lbet~e£~~~; ~lloo tnv..aeteu:s <..~ net fine 

~ en·thustasm i~ !nvGstlt:'ll~ in. Net;ld.t fiest of the Nepala$.e 

£Mustriesg. tn thO: ee.'!:ly ~GSa$ dapamdGtl on xn.cU .. $ fot: rn~ket!ng~ 

1'\fepsl e.U.d not owelop eit!\.er t'b~ lUarke't or the eaplt$1 m~:t"'$ 

~ess~.t ~tt .tna~Jt.:daltseti!M• At present :tru:ltar.t p~ivat.e

!l"avestment L'f:\ ttopsl is bo,Ua!J3 eo~lfiloee: to swen vent:Uit:'ea. ~ 

eoob .to bra~~~· mi3n:ufact~ of ~eo, .. produot!on of ttfi'.l cell$; 
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eonvelr$;Wn of w-C$S.into spl!n~rs and .tr.a botel booine,os end 

~two am e~agett m mintng ope~ttons• 

. . 
sootor to $3tab:Us.b !nf3ootrtes in· Nepal. 'l!lle lanelccii.~esn of 

~e countJ:y ana l!mttoo .PD~hasing ~1:$ of tale maJot"'!ty of the 

paeple end thus smal~ D4.ae of the Cl~st.tc mar}~ baa impeded 

the scti\pe of· estwlish~ latg~Bca.te manufact.~ing tn !let:~• 

Further? i't has bw~ ~map$ ·mo!.'S pl"'fitable for :tnd.i6n ent~ 

prenetU'S a;lCS b~~$smen tc; en%Jage tllem&elves 1n tt:etle ana 
e~~rce i:han to tnv<!!St eii~Uy in indoott:iel.t&ati.en. Furt.be~ore, 

. . I 

tbe inet:leq,Uat..e w.r:'ast~~ ~lt\titl9 to en~# ~adS ant\ 

eecMnun.tc.atiOfltl h~e slow~~(! the rnovementl of Ind!an .lnvesto~ 
~ t' ' 

in Nepd~ ~ae~e em~ted PL"'bierns of pmct.trement of rawmater.tals 

and marketi:ng of final pmci'-ugts*' mha.t: w tmy "We find 1:he 

eone.e~t¥:atton ef tt~pal~~ .t..tmwtr!~ ln. -~thmendu Vslley ST.d 

eastel~ ~on~ of teJ:ei t.e. m~inly ln. Bi:t:atnagar a::e~ tt:bere 1$ 

e$$y ~:o:oum0 \'J!tb :rnatens in tel"ms of mar:Ketin; snd. 

avo:U~!ltt.y o! ~ata~!!Sl1s in, ·the!a~ be~r a~es of N~. 

lntt!an cap:f•tal ~utf!Gw into :Navel is, alao rest.r.!~telftl beca~e 

~t.te !rwestm¢ntS are ~t yet fully satUI'0tec t~e~ local . 

. eap!tal in ln<"Jie h~$ not b~ome suq,lus and· em be fully utilised 

at bOt.Ue• 'EhlW) 1~.$$)it~ of the best intention~ and p:rotn:Wing 

k , oppo::tunitias# ·th~ is no $i9nif.tcmt 1nflov of :tnc.U.an eapttal 

!ate s-epal~-
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.,. ........... -.. · 

Gnd b~z:mtd moti.v§ hme been e.~sea. U:ta main ~:osa of $0lne 

In61tm imtesto$ W® tl~ ~•ton of incomE! o.t oth$:t:' te:te.e. ,it\ 

Znt'iis and f» . .t:wt~~1t. t:l'lei~· ~bl.~t moner" tn IJ.f.l!pal to efUn ~.lU~t)l¢ 

pwf1ts £·~ s®h ~.-~tm~tste: ~hoo.e sntbm·tri$l!nt-.s· al'e not 

eifig$:t 1n tb'S 1n<i~td:eli$etlon of ~J;ill.c: Meny £-noust~!·ul Ql1:tts· 

~mr-G es.~li$.b~::t'~ ~~1 ·thef4 a~~la5. ~· c.~e of theee 1ndU$~1es 

1il.~et.~ totally l.~~v~ to tha, need$ end ~.~nts of N~~. 

Them ·~ 0:tso p~bl.~.le regamat~g Nepal gove~t~ 

~be 1Ut'Nt~ ()i! ~ti:~ptll h~ r-~t f:lrt.u~-il· tt'M9 div!tl!mtJ l;b:ae ~~n tbe 

P'Ub1~.e ane p!!SV;J.t~. $~tot~ ,....m:hellr, the qove~t of Ne?;~Ql b~ 

t~ a. ttet:y s5x~:rp!Mtte 11!5 of tbe private secto:f e.spooia\ly 

st.~ ~·. the tna~.: ~.r'~4i$ ana te\!.'ge1:9 of !ndust~!el 

deV'elopment to ·be· ~r.s~led out by the private seetott are ~~ 

~~ ~ with ·the u~tat1on tbat the pr:1vata s~tor woula 

aut~aticaU.y ~r~ntl the ~mmen~'•s call. ~it! J.~. ve:ty often 

a wl:f ez.-goneous ep;~?~ach ~e tt fails tc reeo-e th~ 

tbe aetual !nvm~tmr.mt. in tneustarial enterprk,:le ti l.nfluene~ ~ 
. . 'tba ~!sic~ of ~ivUud !kWes•m en<; not by Pletmei'S•· 

· :sostfles,: the to~~ appro~ of plsnn!ng fGile to ,~epture 

pdvate asetcr:ts 1nte~ts· end eome to gr.i.p with tb~ ibl£C.® 

gooe~a w.ves~t fBecisl.on$ ana ·boi\av!eum... The 1~ustn.e1 

pl&~ hSVG been eooo:t.~ es rxwre f.tneneiel pla!'ll..s l>~!tb ltt-tle 

.tege~ to physical .aspecrts,~ EVen as ~gard9 to ~~cial a~~ 

, 'the!1e aat'e piobl~ ~-,e pi:i<va.~ in've$toxs ete not bel~ ~ by 
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tbe finllmC!al. ir..st.1tutions· of tlepa1 J.n ~et'el;; In praet.iee· 

the f:tnenc.tel J.nsti-tut!ons have tended to focus its leoo!n9 

ope:cations to a £(!!(:; !nc3.ust~iel fielt'i!J notably hetele end oth0t 

s!mila!.' ssr.v!ce tJ®6o~ that ~ana only a sacondar.~. imp:u:tOz~ 

fa:om the viett..t .... point of aat1~m1~ inte~t.• Although the hotel 

Andustey eonetit't.~cs the iinebp;tn of tourism sector whieb has 

been the sin9le im.r-tu:ta.Tlt aom:c.e ofJ foreign ~hange eamin~JS, 

the qoo9tion is wbether this can be eonsie!e~ed as a so\lli'ld t~ 

of !nduatr.ielis~!on, Fl.lrt'bol!;t a st~ shows that ~~ 3$ to 

40 per Qen~ ·Of t2~tB earnings from .t.be hotel $~0%' •l~ak$ out;t' 

Qf ttte ~untey for: ~.-.. .1-ng tlv4 ~.tt bills of th(1 intiust~ .itDelf. 

Nepal ~we~'t•' hQt/7GVar, does not lilte •a· f~ for 

alltto fo~ ttl~- :tndi~ invooto::s. t~-e-aQl"S joint ventt\~ G!~t~ 

gr~dualls' gainh19 .imponance !..~ ~Pal• .Nepal qwa~nt j1t~fel:e 

this type of vent'l'..ta to ~~'iioo-~ .its_ a.epondeoos on intU.a-. n-.j it 

te teo ~azrly to o~y., hOW. fa~· r-,n.t! bOil.v much lntl1oo !mrest.otZ v..>uld 

. be koen to 1nveot. ltu Nepal i:e: joint. ~ector becomes tn~ llajea-

It is t;rt:~ to t~tl\09~ N~pal Ss tteevilF der~~'t qpon 

ltRtU.a for privet~ !rNCStment, P!t'iVtt:t;e loM ,~d ~llc iiiaS~ooe. 

N't1llJlie ~~).W·~.:$'iQa of ltltlia to ~sep.r!l ~.s m~y .St~a tow-awe 

bt:dlemg flP tt'i~ ii'1;1Y.J!~~tt$"~JJ.re old Nepal.~ Zi:ndi~ he$ ilofle 

ew~t'lable job ~J p~pe~~1.nlfJ £'l~HJ~3'• ~ts::l!;t~ld $£i ~ornv.mard.o&t~on 

tsyat~;}'i "tfi1m little l!Zepele~e l?~ielpat~ol"l. N~le.$e tmo1vement 
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was limited to supvlying uns:r-,J.:tled lGlX>ur.. No ·effor:t was made 

·to uttltse the eo~truet!on ~sse ns a training ve.r:iocl for 

Nepalese t1ho woulc.1· later toke up ~ task of construction., 

India•~ early ee.Qnanie e:.-1.¢.1 to Nepal. et least. Pl~ 

l1.ttle ~pfu;l$.1$ on one of iZhe majozo assumptions una~.rlying (s.ey) 

1\mer.tcan assistance-, xoota boo little inte.tteSt. !n bu.tlitl~ 'UP 

"2 ,f§Ptq independence of the ~"''O!pient of a16. In . oontl:e!ilt, 

to 'the t~erica.n via'l that only a stl'Xlng state was p~eof age!twt 

su'bver3i.on,.·_ In(li.a ep~ars to b~ve dsaueed that Chinese influe.nce 

w~ bast e~luded fi!Om Nepal~· tb~ malntenanee of~ Jd.tt~.t•s 

•·a~e.t.9l ~lation$b!Jf 't~itb x~a1a~ MotJev,e#'• it toox aom.e Y$ID:S 

to ehenge this pattem ana ·in. ·.recent year:s. the pattern of 

Intl!.an essistanos w untSe~go!ng a blew but stgntf.tcant cham~~ 

~e new .appr.oadl: S;a inel%!ElSin;Jly :reflected in sett.it.-ag up t~cal 

!nst:f;tt">tes .ena to f'J:';.'Isi,$t. in the Qev~lo~tel p:og:taut'OOS ·of. the 

kingdcm so that. t.•letn~l may be soli-reliant in the fiald of 
Clevelor;ment.~ But lntU.a*s do to Nepal bee been basically 9ui&o 

·by stt:atet;;~ie f~to.tes am5l mo!n~n~nce of political stWJillf..ty 

.tn Ne!7al• Indte~ tJ> stzoateg.te .tnte~sm born large .tn economic 

aid t:.o f'!JF.J~al. ll'ld!~•s e.lad t-Ia.s mostly on tbe bal31tS o.f p~:;~ 

end in the fe~ or •• ~!:ante" -. t~e !om .~l<.~t be inn vert.! $!(~•· 

~t.lt .:tt; itl le~ely Qt-Iing to :tnd!nn att1 for the gs.'O"V~Jth. ~·f inf~ 

att"Uet'll%'e th..et N~pal h~~ be€1n able to ~gist.er. !gom~ emo~ of 

~onom:Lc gl!'OWtl1~ ttepa)~ o~ the o-ther. hanc~ .ts ~n to ~~~e 

her <lepenCJ~e t)fi ~ndia•· :rn{aa•s Ed.d hms .decl~.noo tbouqn ~t 
'\\ 
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Indian assiatonco -to Nepal in develot-::nlent t-Jes about 73.,6ms but 

in the end of tho Z'-iftb Five year plan this pror.)Crt!on is slNut 

15-.19lf,. :tnt\ie.'s co~1tr!bution to ~iepal bas been eeclinmg. 

~ laf\Jc section of r:~~palese believe that the sole 

objective of Ir:id!a•~ aitl to .tlof)ol is st~:etGgie snd for: that 

purb)Ose 1~ ucnts to tiominate tlleir sooio-eeonom:lc and pol!tieel 

life., :tt ts also- a11eged ·f!het ;tndia goVernment is tJOt interested 

!n the 1ndustr1ol1Sation of tllepal boeause InoJ.a t<~ants thct the 

later shall reme!n t:m. egl:ieultur~ eou."ltey so that it conttnuoo 

to 'b~ dependent on InltilflQr.t 'l'he Nepsl~ alleged that. the 

eotnst:rue<tton of tones ~./ Iwaia (for excmvle) has only suceeeca«9 

in facil1tstin9 the extension o-f Inatoo marltet. Further lat>ger 

share of the fcc!lities in irrigation and power had been tal-ten 

by India. t~egeming flood control measures, it 1e all99ed that 

Nepal has ~en denied meny of the benefits of wb!cb it w 
entitled~ 

'&hough t.11are might .be some truth 1n some of tbes.a 

allegations~ it :ts g-roun~1ess to o.uggest that J:nd!a is not 

tnterestGc.l in .f.ndt:lStrial~at!on of ~Jepsl"t It is to be uru~Jerswod 

t'hsi: develor:ment of agrieultu~ pat1er ana tralt'lSpo:ct fae:l.l.!t:tes 

is the PJ:e•J:equis!te foe the in43ootrial d~elot:ment of F'AJ.Y 

country and :tnt11o !e definitely pr.u:ticipating 1n a big t-J&y for 

the .indus~e.iel:!setion of i~et;)al~, ~·~h.ilc it is true tba.t aid 

p.roiootes the economic eGvclopncnt ·of Nepal. it is also s!~1f1<:a..l'lt 
'· 
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that :Nepal is vex.v often unable to make an effective 'USe of tbe 

ata. In fact t~epal 's .own intemal !'toblems emanating from the 

c.leep.J.'O()ted trst!it;ion and vested interests have been lsrgely 

responsible fot- the Slott economic ptogroos end faulty 

implemant.etion of many projects. t'here a~e scme atr:uetu.rel . 

problems :!n Nepa~ pc.ima~ily of land Ot':fner:sb!p anti tenure, as 

ti7&ll es these· of tOS!tation tmich put hul'dles in the smooth world.ng 

of daveloll'!lent projCllets assi$teti by Xooien government.. Despite 

a popu.letion of 14. millio~ the a!fecti ve market for manufoetur:OO 

J.noustr.1al goods of Nepal ts eMtremely l!m.ttea. ~e market fo~ 

l.neustria1 constfteJ: ~coo ts la~ely confined to small peg cent 

of popul.aticm l.iv:l!'.tg .in ~tOM and accessible areas of the coun't£Y• 

tiot only is tJ1e da-uand !n local market small but the NepalGSe 

gootls are·. to ~ao~to with tbe Indian g-o~as wl1ich em nomally of 

better {!Ualtty~ 1-'he long open boundaey of about 800 :~ar.. m~tes 

tt'prot~tion" o£ dcmest!c ptodoots difficult •. tiepa11s landlookstl

ness hes further iDCte.ased these pmblans• ~ranshtpnent cos~ 

ad&.l a s1gn1f1eant ma!tgin to the price of NGpalese ptodUt!Ut,iif: 
. . 

These constraints to. industt:!al devel.o~nt have not been offset 

by Nepal•s large and low eost labour fo::ee as tile ak!ll of the 

local labow: is ver1'1J ~. 

The major problem of inmmtrial eeveloiEent !n Nepal 

iS its t1eebless in ag:r:ieultw:e. A:J;?az:t ftan the old feuoelt~:tic 

l$Vld...tenure syst~ the system of cultivation is pz:im!tivc., 'Ina 

eamers are !gn¢,troot about 'the bette~ technique of vrod~tion; 



the enemie& fe~lise.:r: wbieb iS the key factor ita the proooos 

o~ transition ~;~~ &~welop)t)ien-e ~ ::elat.tvely mw1ot-m · art~ ·E":.~ 

'le$e tnm1 otbe:t ~evelOping eount~ios. Ag;r:teultur:al yielf.~ ~J: 

persoli) ver hac't.a~ has heei! <Jecltntng. For ellatipl~ production 

of fooog~~ h~ tieelm~~ by i•2 per cent w1c p:codootivity h.es 

gone aown by 3~42 pef: cent over the 19?5·19 period. 

lfbe land ~enua system in Nepal has still ~&!ned 

ole.. P~·feUdal '0~' f~Uda1• ¥~ eert~nCn feature of all these syatms 

was to c.r:eate $ ptiV'Ueged clS~as of absentee l.andloOOs wh0$e 
., 

ccmnitment to the tw:"al d~eloz;tnent is m!raitnl)l• Though a 

comprehensive lrmt1 ,.;$fom Pt'09.t'mme was intJ!"OdUc:ed tbroughout . 

Nepal tSur.:i.tlg the m;1:~btt!OO:t !ts ~sult.s as yet bwe not batm 

able to ebange the s~ed pat.t;em of a.tst'"ibution of income ant:! 

weal-th. In I~epe! the eont"'l of femlood ;emains a pr.tncipal 
" -· 

key to w®~tb.; status -~ pol'Jer•. A l$rge majority or more then 

90 pe:t eent tneke ·~ 11'\ting ln. tb~ rural areas in ana a~:eund the 

eubsi$-tGnee l~vel~ ~t is 9Emei.l'ally true that a fet-1 intU.vit'!uala 

own ·a la~ ab.ruie! o·f land and they oominate local polities ~rough 

tbe.tr va~rted =~ ea. lcmd•lords. l~nders and enployers• Uund:;eds 

Of tbousenoo of £~!.lies ue. Stt:Ugglin9 'tO improve t.hei: l~VCS 

tbl:outlh agN!Cult~ but thoy lack secure access to the basi$ of 

Qg"!etlltursl life,.... farmisnd• Many sell their labour to mo~ 

fol:t.unate ~~~-· £'~$ W'htl!lte'VG!r pittance they can get# otbe£$ 

xrent· larW. at eaorb!tant rates -uneel! eond!tions insecure enough to 

emothar ineentivf!l~ .for invG~tmon~ ana tectanical pmg£"eSs# $'t111 

otham see.~b ~:hat they pr;odtrCe they ean fJ:Om inaeaquately·p~du::et\~ . 
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often f:tagmentoo fl.l!lily plota An order to ·make bot.h enos meet. 

Nepal is one of. the poorest· eountzries of the t~Jorla •. 

J~-<tn.ee 'tb~ eld:Emt ·o£ market is low • 'lbQ .. pl:Cduet.iQn 

of Sneust.r.S.al ~~'l:tt.i.es ·;ts e-eloured by the deman<3 of tt.r~ newly 

~rg1~ elites.~ On the othe.e h&-'1.0. the landless ;the twae~:tte 

-oonant..s an4 'th.o~e owning ma.r:e-.ttnal plots too small to support a 

fanily am deprived ~f basic needs .of lif(;! • food. fuel; shelter, 

edtieatton.. health care an(;~ fanily planning• 

It :to i!r.l ~~is eJ!:tuatiora indust:d.al. develc1nent !$ 

u:tffieult to eehisv~. 'l'h~~ it? neither t.he G!ffeetive 6emsntl nor 

the s~ly~, ~e m~rket ts ltm:J.tea. ~e.nce..- the allegat.tor.t that 
'.,.\ .. . 

Indi~ is mainly ~$pensible for the poo:c g~b of !lndus't~_tcl.lsat.ion 

1ft. Nepal has to be ecceptec r.-J!th e4;1ution-. 1'be ,. eru'iegenousn 

factors al'G psth~p.s more !mtilO~~nt then the u e.L~ogen~us" fcscto~ 

l!.ke the: at.ttt~<J~ ~~d beh~-11our of the· Intttan investo:s -in Nepal •. 

Most of thC':l mrasses .in Nepal w110 l:t.ve in the rural arees ( mboU:t 

95 per cant) ma!r4tain their l!velibood l':ielow or near the· ~erty 

line:.. The putehooin9 pot1~U.i' ·Slid. )1ene~ the e..."d:ent of the .. ra1!lrlrot 

1s li.rnited th~ugbout t~epal~: Du~ to st.teh limited c1omeati~ merlu~t 

tnflw-tr!al base bas ~einC!!d stegnant.. -.rbe industries tbat 

emeJ:Qeti d~ing tho planning. pei:ricx:'l flepena on ~or~ign .aia, fe~i.gn 

e:tkill and tbe m&lZti;Gt ol; xna.! .. $.,). %n feet Nepal's J.ntemcl p~blans 

l.tke pol!ei~ of t.~at.lon, erooit ~-~rw!o"'-: unscientific prie!ng. 

lOt-i ag~:tcult~J; owelo:tmlent~. minP-mal land ~£OJ!'I.T"1!3~. difficult 
. . . . \ 

t~onstor:tat!on system a'lld lirna:tec marl~t mild 1negal1tar.i.U1"'l. soeiety 

h&"Ve been largely rosponstbl-e for the slow industrialisation p.roeess~ 



429 

1t. iS in this con~ !:fepal -bas tiepeooed more end 
more on foreign oi<a., In t11e best of Nepalese ei!.'Cunsttmees. 

too~ is no realistic al:ter:nnt:tvco to foroign aitl. even though 

some regareea foteign aiil as a "collusion between the national 

elite and the i!o.notS sgail~t. the ~pldl • ttepal is heavily 

e~pended upon fo~igo aid and Inaia is the largest donor. 

Xt iS ·t'.t"OO to sugoeot that all aids aJ:e somehow 

eonnectGtl ~1ith the political bargaining pot:m~ of the rectpiont 

countx-y. t~epal is no exception. Xn<3ia • s aid p~~atme ~s 

cQMoot.ed with p:~!.i.t!c~l stebili~y of Nepal and t~ st.~~'l the 

"demoe:ret.~c ~~e~~ ·~ Nepel• For India_ Nepal .is -ver.y !mt1Crten't 

strateg:teally an.d hence p:r:irnety objec:tive behintl Inoia."'l aid to 

Nepal hes be~ to i("~P atiGy too kin9dom fl!'Qn sny inimical p:Jt-1e~ 

·and spec:ially to eounteratl'!t tl'le Chinese penetration ant'! thUS 

to bring Nepal in L"*ia's ~n sphere :r.f infltaaneet~t 

On tbe other hatu§l# China wishes to d~1ln~trate t.,v;at 

she can meintein friendly relations with -Nepsl. so t~epel It:} 

mte~ted to play one country aga:tnst the other ant! e.'7ttraet 

1~he r:Ja"ttim.'tl!n fran bt:~t.'h the e~mat:eief»llii So .;t:l$pa1 ~..m ~a! .. .ril'M1 eitl 

frOrn. t:o~ th~ ·~oun:t.w:&.~a. "".lt is cnl)f· natu~al 1!61!: ~~t$" Chin~ 

ana the Indians to te intQ!rostoe in t.')e roads eormeot,inr: Not1la1 

~d.th t:h~lr cw-n.t;ct::~ttox-ieG · e.,.t').d also. b1 thome that ma1t~ a qtlltelt 

pwh towe~' etlle~l oth~~·w ta:c~:i:tort.~. 'rho tn&an at~ fo::: the 

conat~t!on · of t!'~~· :Katlt:"n~~~Ra.~aul road. (~~z:zl'tb~lbsn :te,,iT.tarG) 

and the c.nines¢ eii\J for the eoost~tion of' KethmandUcwKriat.i %0a6 
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a1d !a t3epa1 i.e !ntlispens.eble ~ .eompell~:D~l. then J.t is in• 

SO!!ae cthez:· &Welopift~ count.r:ies, polities of aid !G. ~ed UP. 

with th$ ~onomi.e&l o£ de\felo~~~ :Fu:t'the~· ·the Nepaleae nliftg 

class ·has encourap.~tt end d¢;.~!eee the pd.oJ:lties largely £0!' 

.treasons ·og their: .Qti!n !ntemal seeutri'ty ~ p)lit.lcal it!fl~4Ce• 

t-teP&l. tbough a staall eount#f'•· c• ·play ooo eoun1u1y agaiP..B.t the 

othert • :ttlClis atJ~t China anti v1ce-vez:se. Nepal J.s ec~cally 

der.l9nden't .Q!l fo~1~ aio md at-out: 60 to ?0 per: csnt of all Nepai •s 

t'!evelopnemt ~naitures C«tle 1!ram for:e1gn a!ti .. most b!latQtal• 
,, ~ 

.N.apalt .t~!ng e!ae(! j.s :tntetestea to depend. mo~ anf!l; roo~. llPGfl 

fO·re'i(Jn flU ·a'~ ~:lt'!W P·~~r.;f.ty to ltGGtl constre:uct:lon @0 thii-tt. 

politic~ .. eortt~l ~l t'h~ c,U_Qt~:'t ~- becor~s fi&ll!l.(li~• t'o ~l~~ 

NGl~l~0 gova~a.nt the b;,tght>¥~ ~e:veio~.d w£th tfl(~ ate betwe 

strongt.h~ne\~ et1a S.t~i!e.gie Wt:1d seeu~CS .. 1tlt nGttft>rk& . and provided a 

vem.ur: for the e~~~t1on o£ ~enues in· ~e foz:m of t~eo ~!I itle 

fl)t.ate cofCem... ~h~~ forsl9!\l aiel has bal:dly impxevet1 the qU~ity 

Qf life fo!j' th&:: roejo::ity of' tha t:lspal.sse people. ·"-boo, although 

the· ~~l1•<tt of me;:;"}el have ~nw tb~ugh th~:ee deeafl{i$ pf ~~enn!n~ 

tl~J f.U.~~ ®t ~b b~ne.f:l:tetl,. on tlte cont.:r:i!lrt.{, ths it.coit~ 

d,tat.~!bt..~ .. i,cm boo :t~~e bi<,.iJl,lr ~l'.~!VEJ:d e~~u.11.ftag f3~f·~~et.(:1nC.l$~ ~f. 

prtmar.y neooe of b:;~an ·l,t.ir~. .~'lnjot!,t.y a·f t«'le ~el!fll~Et · ~~!~ 

live i.n t',,be rut>al a~n~ f'.tnt¥. (!lm~st ": tmr c~nt ef tb$ tot~:$.1 l~ur: 

for¢e depentl ~9tt . >e>£Zl:'~ult:tl·re t<J .. .(io}":' as it~ ~i(l ea:cl.te~~ 1~~ (farj!ta 

tne~· J~n t'.he ~l!OO! ~~. cf ~Q~al m 19¥7· {NK; sut:>;(iy) ~~~ .~no.re 

th~n tw.~t"t!r:('is .tC'\'Jtr:r 'fA~U~~, th~ u.~oan ~-a!lS:. Xns;pt~ of -~;t,?,U:~JJ.y 

fo~y yel.aA."S ~f' plii.~.tltJc!n.g t.:"ie finar:c.i~ ltG$0\\~ .:)f :NePal ·~~. oot. 
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properly ~evslQ~Ala, A eons.f.i!Olt"s.ble pa~ of---the £~tepalese. economy 

is at the subs.tsteneo level t;1!tnout any sw:plus fot' e.."«::bangs_. Io 

the rural areas ~rieultut'!'e~l output a.re ev.,cbanged as a ba!Zte!: 

trooe fos: some bostc necessities of lifco Net revenua fall$ 

she~ of .total ~lt';0n~iture one the goverrment o£ !11epal has to 

eepend upen ex-tarnal ass.tst:anca to meet even thea current. 

e~1~n~i:t'W!'e necoosoi'Jf to me~t$in lE,~W enc:i _oteer. 1'11e gap 

between a"'~er:age eevin99 rat~ ooo av~raga investment rate in 

l!te:9Sl ha6 toean largely bridgefl through the inflow- of foreign ate 
- ' . . . ' 

and ~~mal pnbl!c t1ebt.. i'he ~..Gill? rat.i.o in t~epal was only 

at 1 ~5 p.sr eent c:Jor.:tney 19,_0 which ranks her 4Sth amen~{ the 

41 o.atio~ i.'l te~ of t:alt~~ffo:ts so to meet tbe ine~-esing gap 

between 90\TElrrtimnt l'GVenue an~1 sxpeooiture >the quantun Gf fo~ign, 

E!!.a has ~e.~ded steadily ftt.'lffi Qs_.,22 thm.tsarJil in 19SS..S! to ®$~25 

h~mare<t mJ.llten. tn 1993-84~ ~he eXternal pu.'blit:: ttebt ~ ~~~cent 

of Gf~P b~ ~~oooo 'hc:iavily EJ:Om :0•3 per eent in '19~'10 to 114:~1 

~ cent in 1983 ond &:bt~el!fTics &?.:.to hss maeh$d 0•3 pe~ ~ent 

of the GNP ana 3 per cent of W!;ldb exports in 1983• Ino!itt~ 

.of all plMn!ng oilly 32 out of 72 d1s4(..ricts are lt1tmt·ifief3 -

aeeess!ble a.."ld QS many 43 tlJ.stricts suff~er fran 1n~c~s1bility 

and very ·1-cw 1~1 0f d~e!opr.:-etrt. Under sur.:h s;J:tt'.at:lort, th._, 

v;est •n:-aP..s of Nopal ~re SeQ3&'3nted end isolated anti th~re ts h~rdly 

Gny interdependence het~Jeen t:h~ ar:easil' 'lbeiSe tar.£!! oJ:pQcltet 

et."!onr;m1.~su end la<ck t'he o~ar~ie 3.1n'\<>..Sge witb the nat~nsl ~tot~. 

es~i;glly ~1ith ~~t.l'4-nal1du whe!:e majority of the • ~lite~11 ltvs• · 

ti Iii.• ... In terms of t1~wlopnent. e:Ipend.U~ta~ e CJ.ispr.opcu:t:1.Qnat$ly 

larg~ p~s of total investment !.n th~ lest. two eeca~c~ has gone 
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to Kathnloow vstl~y .and the stlbstmtence- ·Gdanorn!es of the 11111 

,e$.a,s of Nepal l.o ~~~ia9 t'!imila:: to t.h~ gut£ 'betwt.~ the 

¢lSVelo~...nt bW¢' SQ_Qn. 'tt1e ~~~e of $ tlri\Yile.gecl etrattt~ 

wbicb r;ldms t:ha c~ettt of <levolo~nt. opr,o~unit!es ana befll))fttsfi• 

Nep;.'\lte t.meven regione1 develotment o;;"lhteh eonemtratee 

1n the ~andu velley end ~ in tb~ *E'®l:a! ~gion at ·the 

c-anpa:::ative ne('l~t. of the mt:t\mt;!lins ana b3.11s has its sef1Geticn 

in 1-ts . ~:U.tical 'Otaru.et.~., ~~ ·~ a Nepal~ wrtteJ; • .. IU.U 
I 

Communlttes $Ucb .~ ~£m~~ tl~:rls and L~ a~ pe.thaps $'$ 

poor:ly s:opf!eSea~ ~ t'he: (f.tepel!l establieheent. • -sw Wbatu8 

.end s•uns of ~~ 1'-erel. ~01: Wtanee. an etbnie ~aly$~ ·Of 

t;JOV&~t poa!t!o!l$ ®Q:vre unde~..S$C~az:y level shat~ t.~e 

follt»~!nO d!stt'~tion t thM$ tbne 6ominant eest.es (Chh~

til!'ebmGns_. Nert~af!e). ~~ 93 pet> eent't the other hill gf:OUPS 2.s 
per: eent; tme tbe te$$1 9~Ultli' 1 3 per cent ( tn tb~ !JOWer 

- - . 
~'t~t~ of Nepal)'1·-~• ilbts ia, however. in stul~ contrast c:f 

the popul~nt1on stt..""U~ure of 1-lepal• :l<~sndu valle¥ bas onl~ 

4.5 per ~ of th!$ ~el :pQ!:mlatton of Repel and the 'rerai 

c!i:tstJriets U.•S ~et cent o~ the total pcpulat,on en<6 the ~unte1.ns 
~ . . . 

end the Mils the; ~~t ·el~ 61 f#ililW cent o:ii the ~pulat.f..one: 

~hor, while I<'f.atl'tmendu vgi~ · $~riing enly. 4~cS per ee&lt of 

popUlat®n ha1s 60 1~r cent of tl"l$ tot;d 91:-ntltts'te$ of Nepal ana 

the rest ti.s tm1:' ~t of ~~4atton b~ 40 pet: eont of the 

~u"tes. 

1'be ~ality off Ufe, bae hatdly tnc.r:e~ea tnep:lt.e of 

four .,_,moo of p1annbl94t\ ~s than 15 per cent c0.:2 total 
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~pul.aid.on t1as eetegor1$etl oo literates in 1911r ho~aver. · a'"fi6ng 

males the l:>roJ,.lOr~ion lte~JAehod almOs~ 24 pat c~ wU,e ernon~ the 

females the pmvo.~on was 1e$s th~ 5 per cent. Almost 91. · 

per cent of th.~ ~pulat!ot1 ·~~· G yeatS" and ol\Ser has no i!omel " 

education. .t'lmOn~ females ove~ 99 per cent fall into tb.ia cstegos:y 

· followed by 94: P'$t' eent. of t.he males,. flte tU.Gpat:i~y 1s aeeent.ua

t.eO. :f~be~ w11en: ~ge is ~entrolled• .in the youngest age g.~upe 

the d!fferenef)s are great~t ~'"16 ttuK)u9,hout tb~ entt?:e age 
'•'· 

$twctu.r:e th~ p~~n.ioD of ~<Smalee !n my of tha etSooation 9%'0~ 

nwe:t> ev~n reaebee the level of i per: een.t •. 

~he ei$1!:!but.lonal pettt.tnm of u~han population 1e 

quite un~. Out of tbe tetat· tUban 1PQ~lat1on o£ the CotL"lt:t'.l 

~~"'1mi9Zi(hl alone ~p!:'ises 20 par cent. Sttmilarly Bi.t~~ar t:and 

ita:11~ptU-. the s®ond tk~ ~e third most porJulated cities t.c,g.cther 

comp!ritte the neat 20 psr _cen-t. on the ott:ae.r e:nt! of the eQtltintra 

15 t~fM togetha~ tHlPlJO~ a roormlation equal !n n~r to that 

«~tmandu alone• ·'l:h~· pattal:cn of· epae!ng of ut>ban c.en'tJ:'J.le is not 

Ul'aifo~· the n~-ll,nyan t:S~Jion as a whole and the far-westeJ:n 

bills aid not hW~ n singl0 ~m with a IO'!'Uletion of 9000 o~; 

moftl. Ali EooilJ.t;;5£$ seem to be ogglomerat•.d in Rathmandu~. !ihe 

absence of well pla.rmed ruzr~l dt...~eloz;.rnent progr~es and their 

integration with the tu:l'en develoi~:ment sta:ateg!es of the · 

governm~nt of Nepal,. only a 1'-al u~an centres mol are p.t'Qspet:inth•· 

ft~refcre* the pnee of ul'ban!sation is even and so the paco of 

moeemisat!on. 
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~he~foze, thero a:rm eonm i.:3e%'t.!tbl~ internal pro'bl$"'419 

of Nepal. 'n1is iikW'Oblem !$ 'tlO'l:iJ often refl.ectea !o ita relation 

to India - ooo eJf t.he closest:. neighbours. Very oft:en tbe i.llls 

6nenat.tng £rem the uomest.tc l"'.!!c!es are at:.t.::ibuted to l:n~.to. 

AllegationD ore :ro~e t."'let Irn1!a is oot !nte.rested in tbQ 
,. 

int1ustria11satiorl ~f 1"1cpel~. Whese Charges rnay he tl!'Ue uvto ta 

l'J.mlt.·• aut p~l~ of t:~apal•s :.tncustrial:!sat:ion have to be 
' 

solved by ~Jepal $.t$olf~. No forei;n eountr.t.- he:1JJtwor proximate 

it m!gbt be* solve the p~'blems of t-lepal.'s inrlustri€1l:!sat!on 

programtne. t>lepal•s .1..'1tem&i s1:tuat!ons created by .tts own 
planning ant! polit;!cal prooePr~e~· a~ equally to be blaned foz> 

~r 9t'atotth of t1Gt)~•s E\ie@nomy. Xn 'the eucc:essive p1~ ·tlewel i·a 

aer~!lden'Oy c.n. f~~i{Jtl aid hm~ .inc~~ea. It ranl".a anong t!~ 

lO""t.r~tl :ln ti'1~ -~..,po.ttten ·of in~eJ;n.al ~Oll$Cei used .fot" 

elei'iill1Zlpment• G€!U•Z:Ol!twal considerations rather tht!ln .Nep.aJ.c•e 

abso~ti1te ttJai~®i.:tw bwe lax;~.ly cletetm.L"'leta the vo1un(lt ood 

s~E$ c£ :fJ1tt-., 'fh~ ~.l&tstibut1oo Qf tneome iS highly ~kewetl• 

4J:he.lf~' ~r:et so!4'iou.9' ~1onal !hubalen4!~. '!he fruits of l!Savelottaet\t 

h.WG b~t9.n lat"qel,y Wl\u~ by th~ elitQ .,ne the tntel..:U.gent 

a..""Wng thGn• Sh~ v~~ majo~tt.y l.tve under ~mml :100V~t't.Y-. 

It. is !n tbis ~t:~uat!on l~epal ~1ar1ts to ~1V$~ify· 

her sources of aid ant1 direet.ion of tt"ode. Diversifieation has 
. ' 

resulted !a ccrta:bl peripheral ch~.cyes. ~he broad structl~ 
~'eriOrolt . 

of ~lep~l •s ~ ~~"Mtins san®. D~versif.:leetion has not 

resulted in ansr bestc OO(.J fooaamental c..llsnge of' the Nepelese 

ooooomy~: 
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!n the ~t~t 1to~~on ·~us of };)lmn1D~3 (1956/57 

'tt.J 19$9/10) · L~le . ba(! a doo!ne.~t sb$00 in Nepal •s fo1re.f.Q1! 

t.a:~~t:, rn fee~'' ~ec ail vwootioal vurr.o$"- IntJ!a w~ thQ only 

't~afl!W.: p~e:t ·~ ~re tb~ 90 P£;11 cetti& of jm~rts ~oo elt!»t..ts 

'V'le~ :i~ :tnd!a.,. K'iur.tag the sane pe!:iotl Ch!rtooe contr!bu:tion 

~ttl not. uo~ed o.~ ~tl ethat CVEJZ$sas eountties supplied ~ 

4% of tb~ total ~!Ot"ales~ impo::ts. lt is tvo:thwhile to mention 

tbat upto.197Q t~lcipal hat1. virtually no ttsde ~latioos w!tb other 

seu.th ~\stan eountlria~ exe~pt wll.th .:tncia. 

D:'f.lt ~Pal -t1ante~w~ t.o ~6.ooe her (1(;1pend~nee on 1na!!1 

end :stutcil can.ctb:uiM.ng ver~en.J.s. t~taae. &ld a!il agi'El~~nts with 

~ot,.ntn.~n lt'ke Cb~nt\: t,hQ: u.~•l\•5 tbe v ... $~.n •. imil other ~JG.$t~m 

f}utope~n. OOlmtl-'1~.~· 1.1:11~ (3!l:tte~:t£;1cert:~en policy St$1.-t'.~ tP. be 

f~J.t. f.~ the !r~~ ~$VentJ.oo and. lilt. the ~:l.m1.1!lfJ . of th~ $~-9bt.!Qe 

%nC!in shaJmd only h~lf Qf ti.~pal•~· for{!ti@) t~e. Xnspi~e of this 

t~a.ia ('H;ific.tt~ w:.tth 1~~~~ bev~ J.~~re~en. Jn .ot'd<llt;o to have : 

fzree.d.C!m !n t'be c~~ine~ ~tt!~.ic•n ~c,pal d1d not etovalue (1006) 

wr-en t.ndia ~fi.l'fc~ by el"..cut. 36~5 ~t eeni:. But this policy lee 

t() \fll!1:iO~t$ dtslooation !n, Lt~~l's ~nomy.. In feet t;his _'.PQ!U.CfJ 

l~d to a t)at:iod 0:0 ooonomw ategnatipn anli.'i Nepal bad to d$xralua 

t-0 £0Jf;c;e the re.aLi:t3(' of tb~ situation~ 

As ·pa:rt of e!!vemifiention. policy Nepal introduced 

V9ious seh~M-.n l!he ~Clift 1Pa:r.-e~1 •t®a:na•. -* Eapot:t E;rohtmge 

SQ-titlement Behcm.d~ .,BO'nus voueb~s: Sch~ ete• Whese S~Phertas 
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~RainGt.l ·$ bcn~a ci! eontert.t.fi.()n betiW~ IntU.a one Ne~. 11~~ 

objectives of. all tbeae ~l(;!ne$ \'iGM to ~iease t.:rade with 

othe~: eount:riU; en'~ not w.ttn India. aut tile cedp1ie(tte.Q SYS't® 

of tnama~tt 1~ to eoz:-~~1~ in a la:tgG se5le.- ~be ~b®te$ 

•stte~:;.$6 only 1;ba g(lOqn!;b!e~l •~t of .e:tvetiaiticatit:;n without. 

CQr.:side.;1(o\tiQn Of t:ormnoett.y CiVGftl!ficat!®• Wbe .iliC$l'tiV~ 

tb~ geentec:t ~lso l~~ to a cU.s'toctif.m iu the eount"Y'a ellQC.at!on 

of ~OU!.'Ces .tli e var.;r W'l~OJ:eSeen w-..1' • ~ese sehem~ w~~ 

replaced by J)t.nifl :i;1!=m!ge Q~e Po.:u,ev t~ 1918 ~f!l fQr.ller;:ed t~ 

different excb~O· rates •· one va!.ta for inm1a ant1 the Gthf!lt: 

· ior the :est of CCt\n'ttieS~,.: t~M'I.!\fa11y., tbis tWy$.t:tnn len tt> 

eo~~pt1on and. ~t:smenao~~. -(:!f.\1$ §Cherne~ were ~t'b.stitu~~d by 

stngle ~hM9e ra~· sy:!tan ·in 1991 w.a.th «1ubs1u1es to ~~rte;,m 

wbo ~1ould expo~ te. Qct'h;er eQ'®e:-t~s anf.. no-t to .Ind!G-. :tt $ppeartfi 

t:bat Nepal is p~~.sing t..~rongb V-8!'"#-0U~l ctrtals ~: ~~.t!Q.= to 

tr~dooe hor d~'PSt".,d~a an Jntlia.. But tbJ.s ~liey 1•1 to me~::tom 

tliA'!tort!on end tle1.;1~ hail 'ttl) tl.etf:ll.l.• !n 19a!l ... 

Nepat,.e. att~-ot !eo 4$ve~;e.t;t-'t ttraae· ate tlOh yt~ld 

tb~ desired J:e$1Jl'ts-.· li'o~ •arnpl$j ID'le texuw of· ttaoe cet&trl:.¢rated 

sh~y with the· policy of dtve".s.Uieattmt• !fr;Bee ecnccntcation 

w:lith lndla gavo 1:\f:t:p$1 a bett~#' t~~ oi trade and t!fJ..veJ:S Lf1e$.t1on 

1e6 to its wors~nin~~ Henee· tbe· weJ£al!'e gains of. ~5J:Ife~&i£iea:tiotl# 

ptU'ely· tn econQllie 'tetmS, .are· not ·tn~ 1ar:~& es · .1s often pmswaea. 

Ftutl'Hlt, the dual ezhm9~ ::a~ and su'b:::;id.f.~..$ lw t() corruption 

encl smug{pling on a ~td~ seal~-
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~J!'a<:le Cofioits of ~~~pal !!hQul~ bti . a g:t"oet C!Qf1eQt'Q 

fUr India 'beeauso of the 'foot that s~1 ht;t~a 9•P ~.n t~J;.lat.e~ 

· tred~ may ~fl!~ thci QCQnc>!td .. t!~ strategic $nd p.:)l.t~ical 

.tnte.tests brltw~ India~ nepal,-.. lndie h~ to intr~~uee 

stltteble fl~!h1l:tt.sr in he~: fPJ:>ei-gn ~onal'!1C tolietes \•ie-...~via 

N~pal.- Thin f1e~ib!lity !$ ~P.le\WU$ by tt...~ abSe.:e~ lntlta,· 

being a big ne!911bo~ can elways 11bsrel1se the 'terms of t:z.o~e 

ood· transit ft!t!ilit:tes and also ia\Qt:eooe the volun~ of imports 

fran t:Sepal. · · It-ltS!a t~ng a lt~!at!vely big ~1er in the region 

must. ·not misuse t1or f) d~i.nant«t pos!t!C!l in t%ade r:eiation 1;1itb 

t1Scpa1. ~tt~a ·Sh{)uld uea b!lo:toaral atd in t1sye that am es 

suppo:tive ¥ J.;>Of3Sibla ol: ecor.,a'JJie ~form tm.d st~t·utal 

adjustments ~uppocted b!,~ the world Bank eacl Intemational Mone-tc.ry 

FurAC.~ lli(lte e~ul~ 'b:il to ot'!-ttnt the !Mt.it:utions e.f' Nepal to~1at'O 

effigien<t ue of ms;;ket. eo6 oo1a.t9emc:mt o~ m~u~;ket an~ t11het:e 

f~!bie to co--o,\littate w.t~t ·ether eonol'S. l!ltlia should cont!."'ltw 

to etiieourege eo-financing ~ market meehani.t!!ll tllhieh meke 

~eilabla greeat.e!tit s~ of p:t."ivate fjlOl\~Y fo.l.' dev~lo:;:m~t on ~tmS 

t:ha·t Na:p"l can p~e11tly sustain. Gov~:rnment action in Nc~. 

sanatimfis~· llm~ bt..~~ pow¢~~:tft\l u~f3J:;};>''ent t;o !tu · own p~lveto sector •. 

Nepal ~toots to ~~~,ro(! he.:t fle.Pfintltme$ on ;£nd!a. Po!!" 

tb!:s tiS!pel bsa t~'kon various meos~. :tndo-Nepal eeenanic 

:t:elatiCM uneterl~ t..lle P.t"'bl~.s ~f t"Olationsbip bet'lfJeen a big 

eountz:y £1n(1 a t::ilfiall ,oount:ry• .t:~!::v~oi!Y ·end geog::-apt;y J:awe moulJ:.~c.d 



a ~:elaticnsh1t> :bett1een those. t.wo ·countries which none of ~hem 

ean l'I!eh Si1GY• If sacrifices have to be made- it is propet' 

tbat %nd1e. should do it~ '.i:b!s is becauae Inc1ia 1$- bigge~ .. 

mooy times bi99'Gt" thm t~etlaltt:. :tncia should try to oosiat Nt.npal, 

J.nspite of all btt.:!rdlee • r~~e~ all tlepa1 'being a small country 

bee various eoml'l~IJ$ rega~iog India .... ~he same .£s true of· 
. . . 

"'&r.tous small ~t:tn ~artcan comtw1es with rest.>eet to t'ha u.s.A• 

flhe ~latt~b!p ~en a small eountey ena e big count.J.;y iS a 

~~ CQ'Qplex on~~· 

~he ·~0 statea variable have cond!tJ.onett th$ ~~ay 

-~epalese Raet to• int~u.n~tional pr:essutes end pUlls .mer puJ:S't$ 

.tts national !nt:~tests • 1t'he cevelopnetlts after the· Worl<l i1ar 

~o convinced tbe :Sepa1G$e t<ul!ng elite that thG day$ of isolation 

wer.e over end tt. tnUS't s~l" ;tts ees.tlny by coming out. cf 1ttt. 

!for obvious reooorw th~ ~tonal context wes moail bnpor:tant for 

~U:-. ~e entire 'amut of E~epales.a national life is ove~.7he1ming1y 

dependent -on So~tm.· Ue[)Sl has to tslte india into consideration 

for eve.ryth!ng, tmd wen tooay the international personalitlt of 

Nepal. stands out mainly in. the context of its relationG with 

lu&a.., Whis sense of be!ng gaggee by Xntlia has given vise to 

~Jb$it has been tet.lfaaa ~ es <f:tgtm;ebt>b.&J, ~:thich ·.~ 

r:efleetea in tlet-,alas !nta!'n~tional ·behaviou:£"S in a ntrnber cf! 

ways.., It has championed the course of landlocked states in 

various international foNn.S·•· It bas tried to diversify tts 
t~~ ani! eid end ~dooe (lepenrdence on lntlta• It has 

t:ried to bring tn· a n~t @:i pot3eJTS to increase 
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!.ts options sne tb~ btalGr.lQI) l:tlfii~. And above all, 1t has 

tried to moka · u.t;a of ·its COllUguit.y to Chine.. JW.ne\feJ, it hw 

also to be uneemt.ood tboa't despite geographical contiguity China 

io no oounte~s!~:.t to. ~ndie... An~ yet. for Jilychol.ogicsl reasons 

Chins ·is bteught ~ to. Smp~s tne!a ana loolt mot• imvort~t 

in the eyes of th~ southsm !lei~urs. lndeet\ .lt is a national 

necessity to ereat~e :;erne- pc.wer OJ: l:)oge:fr" of a power !n the nol:th. 

-Thu is tefleet® 1.~ th0 ~liey of tile Shahs. the Ranss. tho 

• iianoC-$:ata. eoo ti~g Mahentb".'e ant\ Di%end~:a• All have .t.tnported 

p=bl0m.S fi'Om ~~ t~ ~p~s the south. ~his c1aust~pht\bta 
., 

~latns Nepal~s ~lations not .m0rely with .lncli.a,. bWt also ·Cilina,' 

Pald.st:SU# Benglatt~$~ and lf:e.st of. the wotJ.il. 

While ~...cul:tut"al ~d O'thc.u: eonsttainte a~ ~e~ 

eUO?J.Ql,. po11tJ~ie' (.~~"elopu@te einee 194.5 blUJrir~ Ne:Qal •s 

uat..tQl'le1 .l.oenti,~y £fJt*.l.at.i.Y•: ·~~palese e~pe:ndenee of the !it>it~ 

wa$ only for .t~tta6 !f\Ul9Cl$-OO.t wbieh increased maq.tfoltl ana 

almost tor every th:h19 on !nde~t India. c.rhe $enee of utter 

det:tendenee on 100.!~ aroUBod .~all-pity &ld beeane ~ nat-tonal 

CGMet'fh~ ~.rbte o~¢iS$ion h~s gont~a s~t~eously w!th s 

J:Ga1uetion that l:ooia alor~. e~ l)J,ey ~ly s.tgnlf!ean·~ ~le 

tn tlepal~ 



440 

t~atev~~r th~ lndi~ tlQ in actual pl:aetiee ta 
not cons16e~ a1J ~~nant Q.S what the Nepalese 
·think the Indians mean• · ~Jtth t:ha Chinese. hwev~ 
it. !s a d:.t:£-fe~lt st.omy• t·U.stort!(t~lly,. the l1epal~e 
bad ;to few11 oeeG$ions to bee~e ~qu.a!ntoo t"11tb t.bs 
Chines$ mind that thGy a~· at111 in the p~o.as of 
obset."Vin9 c~..ese · cve.zot ~nviom' 'be'b1Qen JOOie tmti 

ehina 14.'1 e~e..liit yt?J:at-s,. t1~pa1i eli'tes ar~ still 
dlsiuel~ ~ p~ !n1so Ct'd.nese int®Dt &)¢1 motives• 

tfe~Gls~ th~ 'tma·t s.1tuated t.'fttll· t1J.t'.h£n the Ind1m 

dafenco p:!'it.imet.~~ e m!lit.atY tt'*~at fmn no~ esnno't be (}t~tod 

againSt N'epsl el,Qn(l~ ~ })~t it would ba a ei:epptngatono !Ott 

e fw:theJ: advance 't'-'?JJ~ the ®oll'tb. An .A.nvwsion ot 'that oreet 

is precluded k.ooatw~ of th~ long cS:ls't~.e and otfficUlt t®~l.n. 

~hts 1s also t\~1!: h.!stoJ:tc·al ~t:et-ienee. tila~ the ctd.nes~ i<aW$ 

not 1~ to e~a 'the ti!mela)J'an J:"ooges rn!li~at:ilY• mao ·~ !A . 

mc6e~m t•es the;.r b~e tlet.@~ f~ 6o1tl.9 sot~ . aehkitl th;ts 

belief tbe~ are aleo fo~l ana tnfo~l un.ee~t:andi!lg with 

Iniita t11at it ~J'Quld ·ccrne to .me~1& 1r00e• to, the ev~~ of a 

threat :e~ Chma~ 

-. 
:P. mom l!l:cly 'th~~ ~atPalese ~att\ enanates ~%Qa 

another source~ S!tua'ted ~"e~ the giants there iS a 'PQSS!ble 
. . 

danger of Nepal's ~em!ng a victim .of their dvalt!l•; · ~~ it 

seems to lean ~1a~s eitbes o£ tt1~ the oth~r might. take· st:eps 

t.o ~at-en th¢: t<al~~ej;. ~lAG 1$1 , · o~ c.out'Ge, mo~Q t~ . of !ni1i~i 
. ', . 

t.ihieh has highs~ etaltas ~ tle;;~l. ~an (:bin$4f:· Howevel"', tfepal.ese . . 

ooeers~il that ®e!l Cbtu~ wants a 9CRe~t. in tlepsl whieh wool¢! 
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not! all~ its ~##1tQmy t¢l · ·l:J¢ij wed -.Jaiaat the Cb1n$$e 

tnt:etestw. tmlat. ~· ~Y tier:~al 'has sought it~ e(S(!utity againet 

Chirla by t~!ng to td.n ova~ it~ fziQndebip &'1(3 ley ensuring 

Cb!n<ase tnt.~~ in the ktn9~• 

now®$~ ~~ anotna.r r.o!nt of visw Chine sssu:nes 

great .impottaneo .~ b tlte .~3:Gg;.a1~e calculations. Given the 

Nepalese s;ttuat!Qll China ts tha only effettive .$ouree whieh em 

be used to sea~ a~e rest~a!n l:nd.ta ant: help the !topalese 

seatcb for nat:~n~ !€enttty.. 'Xhey al$o unoerstand that lm.'t!a 

Is more impart~ tn theA~ national Cleveloi8ent. 'than Cbirt$# 

$nd h~e. Chin~ h.Ga not btrten ·bi.'Ougbt in .ew .a ~ubet!tuto to Ineia. 

Fran Geooemie eons:.teer:atlons Nepal~se ce. look tot:lsres 

~·lllet. for the ~tQt~~ of t.~tt· h!Sto!'leal a¥Jtl!G~ L"'Gtt•.taen 

mu:th end oontil• 

Admttt~ly $n the S'ctpalaa~ ~t:eepti~ its :elsticM 

wttb India ana Cb.Wa a::e of ~U!J~ impol!tance. Ye-t they bave 

t.r1oo to use oth~~ sout.b Asian count111ss, l»lrtieUlarly Seng1.ooesh 

t:btOugh SAM: to b~eelt t..l:te bold of bUet.es:ol:tsm 1n lts relatione 

with :tnd.f.a~ ~1it"! boo be®n iSO o.1ea;>ly demonstrstoo reeootl;v m 
~ot.iation$ ~o.tno on ~:rean :tndie end Bangladesh end Nep$1 

end lnd!a on th~ ·~ ()f t'!tte~ i.vfiters!: a 1mtlmrly-. the Majo~ 

~em .an~. intemat!Ct!lal fo'N"".e· b~ been brought in to butt:t:e$S 

·ttte N;epalese !t1dep~ndence ~ ·inc~e .tts ·options,.,, For ~!tllple, 

!t is eonceivab!~ that N'0l'ffl..l ent! eanalGeesb in BAl.~ with 
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other smaller lSt.~e$ m!gbt hwe Emtertaiflet1l"the hope of Qe1!0if.dng 

geeatet 1ever:Q9~ ~,~, ttw mor:e doolinant partner. ln~ia. m 
~peet of sevei:al tmaet.tlad eon:tent.tona b!1ateral tssues. Ltl')di&. 

hot~GV$1:• antie!~i~g eucb e. ~ matie it quite e~lie!t that 

aooll issues could beva no plaee in .a regional fa~. A elnu.se tn 

the jolnt e~~ ~aue(l at the end of the tr.t.rst. meeting mea~ 

it clear .tn no tmetl!l'ta1n to~. It wae only after a tacit 

agreement on th.ta point h¢tit1 -~ ~ache~ that India agreG<1 to 

pa~ie!pate in ~· ~tonal fotum like s~. 

, U see~i:ftees ~~· to be f.t'!ad~ .it. is tndie. wh!e'b, 

sboultl \'ilo .tt ®d the• is ~. :toasO:n to be· skeptical ~~tt tbQ 

ecmwmie booef1:es of iomi~ ~siet.aooe to· N~pa1,. Fol'eign 

~sstet~ cant~ many f<:>~ • lf!mn general .edJ;.iee on ~'ate 

,pol.iey by taransit~w aw.tsc,nr to .lo~g otenn trstning: of .md!vioual.a 

- buildlnq Qf t~ttut.l-t!.l$1· 5m» $Oft lOml£1 Ql!' 9;c'Mtfi 'tO 

s~all(ld bard !~~$ at merlret .J:ates.. ksking wheth&r lnd!$ . 

&S$1ert~' reelly tte,lps N'e~1 !le too ge-..ne~al a qut~£Qn• tne 

-..o$'tent QUOSt!o~· . ere whether .som0 :fo;DnS of foreign aid etm 

as~ist tha p:rooesa ~£ econom:te devalo~nt in t-lepal and lf thetJ · 
,, 

csn, how quiekl;l at. ean b~ aeb!ev~ In f~t the case of. lJbeRJ. 

fotelgn ald fllrolm Xti6ia to ·t:.fepal ~~nm upon concepts such · u 

aS.ti!'ttonality. catelysu,. l~verage end infrestr:oo.ture., 

Mait1~s1iey ~fe.~ to the notion t.het · fol:' Nepal the 

extra forei9Il ~l'le,nge neee~ for e.~a useful 1nveetmants csn 'be 
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found only oute>1t1() anti nu~in!.y !n ·:tntu.a. catalysis refers to ·tlle 

idea that. even fot: a coMt:.y t'11t.b a ~$50nable level of domestic 

sw1nge and o~~s to £oreign mvestment. the capital fo:c 

GOO\e economically ~lttant pl'!Qjeci:s might. not. be fot:tbeomtng 

w.t.tbout 9QV~~i,:; involv~nt to pull tb~ project. tcgethe~ e~: 

~o -plWVi<14a a ~ ~lew..ent• Leve::-a.gQ rafat$ to the eonc:~pt. that 
' 

donors of aid e~.n educate.. enQow:age cajole or othe~ziee tnveig10 

the gove.mment o~ tl~4'J:el int~ using £m7estable reaou!!\':es or 

p~ferably .alletving th~ to bG us~ more effectively• Xnfrfist~. 

'tute ::efem to th~ :irtJportance f.G1r. eievelopnent tJf sJJ;I.ZU,.fJd taanpower, 

of -ca~a!n tSt~~ (I# itl9titut.:.:t.Ol'Wl ana of slx:h b~.te *-~:l.l·!ti.<t1$ as 

roa&3,.. e.ewer1,1 et1d ~-wJteir• 

Invcstma.111t in l:nfrtestrt..tetuee Js td,t1Q1y held to J;,e an 

appmp:r:!ete ~le e:tf 9QVetnmoott Linking r.-emote procucers te 

ma~kets and prov!t1!ng t»t~~r;·' eonmun!cetions and edue•tton u 
~~ed to be· (;!li'4t1ueiw to dev~loJ;mant. «n fct. .IOOiQ !$ doing 

~1:i sm.e in Nepal ~a: 'the l-oot thirty yeam !nspi.te of many ·UIJS 

ma e~ of tbe ~,)Ue.te¥"a1 vorU.twel ~lations. 

WbeJ$ eooo!t'lem:at1o:n$ oo nfl')t prove. that tn pz:oae:tf.ee 

fo&eign ~e!~t~~ ~~ JndAa _ts a~•uall3~ $f'feetive. They mt'mly 

su.gg@t tbat !t :tn1gbt t:e:.. Whf1:f do not even !luygest_, h~er.. 

th~ forei9ll aio f~ ~ia 1m the key ·to economic ~evelor.nt~• 

lntiia ooultl po® .m~o,tve emc.Ytlat$ of ~1stanee to nc avail into 

a ct:rm\tl:)! b!ll ~t on ttesttoyirig · ttself,~· !:he .economiC !lt>lteies-
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o~ Nepal e~ ~r!tbout q_uestton the ltey to 1!!1avelo~~:~ent. Nepal ~'P 

t.Yith sound eeonernic p.ol.:teio.s em beneBit ftem t-Jell eoneetvOO: 

· foreign aid~ Nav~l'Aale~~ t..'l1o fact !$ tbatt b!latet'el asoist~..ce 

is likely to ~'IU!Iin the bulk of Indian asn$-stance pmg.eatlne for 

the foreseeable ftttau:e and tbet · political ana strriteg:ic 

eons!o&ret.ion wtl.l eonti~oo to ~e 1-nejo£" i'•to~ lta 611oea:tlott. 

India· eboulc enffGavour to seG that t,~ funlis are s:t:.~Snt in ways 

that. promote g~~rth that will be le8t.:lng,- eel.f.,~n .. wtain!ng ani! 

broadly based~ . 

'1'1\e essent:ial r:equ:trement for economic g~Jtb .1.$ good 

$'!O"an1e policies, $n !tepa~,. t'i!th~ut. that., ·the:-e is lit.tle· uhieh 

aid ea~ ae(u,,mpl!:t;'h~f l1itb 9<)od polteies41 p:eoperly eemce!veC! ota· 

fran Xndia can help to acoele:tatc mwelo!lUent. Properly t.W~·· 

ale can he~p to ~curaga end SU!)pet't gooo policies or at let3:3t 

avoid a undercutt:tng them~ ~1evertheless11 thore en meny 
. . . :. . . ',' . ' ~ . 

p!tfs.lls ... pitfr;t11o tirhieb ere d$-fficult t~ «'IOid tfb~ .r~lt~kal 

and strategic coooenw pcedardn~e~, 


