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"t:lutual Denofit .Projects ... 
1 PW F K 

1Mutual Senefit ProJ:~s' \-1hich we~ uncl.erteJ:en by 

both In~ia and ~Jepal have l')enefitec them largely(, lJ'l the 

post-1953. perioC.. Inttie started many projects in Ne~~l 41 

extensive ecopa for Inao-l':e.palese co-operation. ~1ext. to Brazil, 

tl~pal has. the l~r9est ~!:-~Jer potential in the world, 
1 

There 

are an omt1..metec1 5, 000 rivers (·,n{'J st:rea.w in Ner.•al and the 

total. len9th of these rivers and streams exceeds 45., 000 !-tmc • 

~'he hyd~power potential of the country as estima.ted by H~Jj 

is about .03, 400 ~tt.v • As against this_,. the present demooc for 

po;t;er both industrial and \3omest1c on the basis of ~~::~ting 

distribution lines in Nepal is placed around 300 W>l•· On t'hc 

is barely 87 f·1t"1 tllhieh is likely to rise to 291 nl'i by the en~ 

of the einht~es.. t-lith the present inst€Jlletl capoo!ty the 

pet- capita ovnilability iG belo"; 24 units per year i:n !'level. 
2 against about 175 units per year in Xndia. 

the I>!:osi project the agreement of which was concluded in 1954. 
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Y,osi ribco in Tibet at an altitude of 19~ 000 feet oocl flestrJa 

through t~cr;al a\'lcJ Bihor before it: touches the Ganga n~ar 

J(umcla, Hork on the project wa.s . t1elC'JyeC! owing to the 

l'ali ticG:t ecadloek of 1960-62. ~111en the Indo-r~~pelese 

vel~tion$ improvee~ there ~emaine6 an tmp£e$s1on en~g the 

nepalese thot thiS t:rroject '\,•sas ~noe:r:tal~en by Indio .Primarily 

to further it-s ortro interest. The e.conooaic <1evel.ot~nt o£ 

t1epal hoo not received due et1:ention. comple~nts against tb.l{:); 

project were also ~<:rl.5ed, on the eve of l<ing !.1al1.ep.c.lra•s 

Visit to i{¢;.'\1 Pelhi in AU9US't; 1963., 

· Kosi project on ~ember 19, 1966 so t.l&et it could be more 

beneficial to Nepal• Under the agreement, the go<vem~nt of 

Xnoia committed to pay com_pensation annually at tho rate of 

rts.s (I£) pr;or Nepali !:3i.gha for all land that had so far be-en 

acquired f;nz:- the project by India. It \'.1€.5! also conceded. by 

India that it :would our.rent3er the l&"'!c to ~k:pal on ~;hich the 

•suna• !s s:!:tuated. N'epal, on its past agreed to pSL"mit 

the gov.er.nment of Ir1a:!a to ma:tntein ano operate t!le re~Ol~ret:rs 

of the iBv,nd'. fJ.'ho most notable .fact ·~1as an explicit 

to take over <.lll the properties of t.~e project at the end of 
":1 

the 199.,.yee.r lease by paying re~Wonable c:.omprmsat!on to J.:m:iia."' 
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Xn Nov¢mb~r 1973 India egreea to give eor4pensat!on 

at the rat;o of ::ts .10.,. 000 per bigha of unirrigatcd lands amY! 

Rs"12. 000 per bigbo for irrigated lands. 290 hectares of lanes 

have be<.~ acquired and India t1ill have to poy 11D ~4•5 rqillion 

for: the 1;17~t~m ~C;YlQl of Kosi P:r·ojeet.. 'l:he "3estel:k"'l e~nal 

sy~Stem e:nv!sagee :lrrigat.!on of 7. 73 lak.l)s acres of land in 

Darl:ilanga end Monghyr in Dil;tar ooc1 70,000 acres irA tho Sap·tari 

district. of Nepol.o The eastern can~ system 't-Jould prov.:i.de 

irrigation to 14.04 lalm acres of land in t>urnea and Sbarse 

district~ of Bihar. A power hou.~f';,. with en installed capacity 
( ' 

a anetione~<,~ r~s .. 2 .12. Ct"''res for t.'le .rellebilJ.:tetion sch~"Jffie of the 

.Pf'Ople C!i$pl(9Ced cy this ,project.4 

the coatn.~n bene-fit of India and Nepal. '.t'he Gendak Project iS 

located et the t.r!junction. o~ Nc,pel, Bih~lr and U.i?. 'I'he 

agreement of 1959 ~nvisaged construction o:f a berr~ge oorx1tus 

the river ,near Bal.ntilr.1nagar~ excavation of: the main ~111$Stern 

canal synterr-. main eestem canal system ana constrocti.on o.f a 

Thero was no difficulty in concluding the \lgre~~~'ments. 

before 1961 ~cept for a few oer!ous onti.Qandak p~t 

.~ .. 
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tie.monstrot.ions • 'l'he.y trif!Jd to popularise the Vie\4 that the 

sgreemont repre~ented a t~ell-out to I.ncaa since th~ later 

wes goL"lr; to get t."i.e .lion's share of benefits from a 
~~t.:epaloso riveJ:'i • ~hio argtl>llent t<Jas appliec.l t;:iith g.t:oatcr 

:foz:cG to r<os! proj~ vJhich offered moie irr.tgatiqs~ factl!tie& 

to India. ln. 1954 !~'lois itsolf aought to eomr;ens~t~ :N"epel. by 

offering to .build Tt:isuli Hydel St.at1'on. There v.1oo~ tt wa.'l'! 

true, no ,m}iC.J2ft2 s:1q9 on the matter but the foot r~rnaineo theri: 
. 

'l'risuli represented India's' ngi£1:" to Nepal for p-a~~'!lit~t:il'l~J 

net:~~ve·r, the cendak project woulc afforo irrigati<m 

£ecil1tieo to 1.43 lal~l acr.es in 1-.tepel.• lA VO\'Ie.r bQU$0 ·<?lit;b en. 

t:he t.r:t:snsmission line~ ~mnin9 through her territory. The 

annu~l i;:r.i:g~le area in Bihar £rQm the Canals "t<10ult3 be 

~ 7 ~32 lolm ceres in Champaran a~ 1'1UZ2affarpur ~ncJ I>e:rb.~engy 

to Nepal in August 1981. It has alreaey supplied 42.5 million 

uni·tr;;' o£ clcctrit: rx:n.-ier to Nepal and tioule: irrigate 60, 000 

acres of lan(~ in Nopel. This has b~~n built by Bihar 

governm~:nt on oohal.f of the lnoian ~~vernment at the 
6 

cost of r;z~lO erora5• 
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signeo on. november 1., 196~ has also been imple~nte~~ 'l.'o r.1o:z:t 

the Nepw,loe:e criticist'rl tl·H~it tho Kosi projact gave much more 
to 

benefit to India than" l:Jepal.. Ne-w Delhi cons·tru.ct;.ed t!ie Chatra 

Canal in th~ Kosi basil1..1 'l'his :rJroject is oesigned to irriq~te 

branch ccmal and the head regulator of the project. t.\!M 

completet1 in 1915 at a cor;t of Rs.125 millton. 

agreem.ont of Nove~r 20, 195B- the ~risul:t Hydel Pt·oje(:t 

t-jM cot:nploted on r~ove.~r 17, 1971. It consists of .a ·.a~veroion 

tjam, ~;er: channel.. balencing re:ser\Yoir and a p.ot,,er heuno. 'il:do 

project cost r<s.12.17 crores. 'l'he po~·;er ie being tr.::nsm!tt;<;Jd 

t.o Kathmandu Vall~.y through 10-m.ile.s long high tension. 

transmission lines. 

'l'he powet" being ge"Qel;'ated iw not only meeting the neE:t!s of 

Kethmanclu Vmlle.y ~ut also !s flc~~~ing em-m south~ right upto 

Birganj on the lnd~lepal boroer. Enroute, it is providing 

power to three :!ndustris.l estates at nalaju, I?at.an and 

Hithabi!a ofl t:tcpal~ 
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of the vallG.y. Th~ L'1<1ian Cco~t:'at:ian Mission has noll coinpletca 

the Hydcl ~cheme wl1ieh ha$ electr.1f1oo the Ploklu:a t0t1n and 

vall€1'J• •l'his project has a capacity of 1.> 000 K.N. 'J;he hyd~l 
d' . . . 9 

station nt t6khra wes eomn!Dsionetl on November 1, 1967. 

;£}1e DEfV·fl·l'iJJAi::: Hxdel Proioqt. a The founeation .stone of the 

ns.40 crores Devighat project rabout 10 km:' north went ~rom 

kathmandu T.la9 laic .1n l:~~br:u.a:y 1981• The 14.1 t-t:-J r;evighet 

project uill be the flfth ,Indian ·aif1ed hyeel project t'~ing 

imple~ntoo. on e "tum-key basion in Nepal. '!'he project. 

plans to u.tili3e tail 'i:H::Jters of 12-year-olc1 India.") aided 

r.·., • l.t ·r. j t e:;c; ~ -'-'h "' ~, tt,. ·. ~ 10 t:r.1su ..._ s/r:o. ec ., 114;;;.; .Km• no.s.... 01: .h.S ·nmanou. 

Chahal in the Kath>:nnneu Valley. ThiD was constructed 1-::y 

National Hy(~ro.-olc-ctric .l?o~;~,;- corr-oration (t-.11·1~) unaer 

India's technical and economic cooperation (at. the cost of 

ns. 73 cro~t;..s unde: \jrtmt es~:ti~tancc) • It -v1a!1 fol:'fn~1ly 

inaugurated by l<ing Oirent"lra on t-ret"ch 9. ·1984.11 

The Pen<.'!t~cswar Proieet a <!'he Panchesl'Jar Project on t1ahaJ.~ali 

river which mer~.s t...~c L"'reer of western Nepal ~;i.th Ind~~ has 



451 

deeicec~ to .set up a joint Committee of t~perts for the 

investigation of this project.. India. has offered t.o meet the 

entire cc:st. of Hs •. 74 million for technical inveetitJation of 

this projeet. lndie'e st.am~ is· t."let since the Mahaitali is e1 

for the o.:.t®utioo o'f thJ.s 2 million l'...w projeet at a tzuitable 

aite w,f.tb a }?('"A>Jec $t.ation ~?n both e!aes of th-e border. Eo~h 

the Rapti Project $t Jalktmd.iq N~~al prefc rs 1 ts own ~Ch(!>.Jne 

.of mult!t~Urt:""X.)Se riv~r project near Balopong about SO 'km 

upstrea..'il of Jnllmndi~ 'rh.tD so metreg high d&.-:"l is p~r;osed 

to ge~erate · 36 WJ of energy a.nt"i ~rrigate 69 thousa"ld h.ectercs 

in the V·eolmuni Valley# Kapitabasti 0."'16 Banke oistrict~t. It 

iG estinot;e-<:1 to eos:t na.100 croJ:>es. The.l Canadian Iievelo.r;ment 
12 Agency hes ·already started curing survey of this pt'Qject .. 
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., 

~oided gJ:v!nv t.be project to India and tried to involve· 

other pc.per_, ;. She, het1ever., failed to find an alt.emat.ive 

·all w~rc O,?I.Jroached, · end ultimately had come to terms with 

:tm:.Ua. In l~pril, 1972# K.u .n.ista., the then ttepala£:J¢t Prime 

r-41ni5tar visited 'tle1 Dolh.i and ask~ for aupJ;Q:rt.13 
I·ru5ia 

ant1 l~Gpol have r~aehed an uneer$tanding: for investitrJation pf 

the Kern~li hydro.electric project which will genctat~ between 

4000 to !5000 n~·l of F)!.:"''.ver and irrigate ove_r three l.aJ:zns hectares 

· of land il-1 Nepal ani l.."'lt!ia. A tea'!!· of Indian expc;rt;s J.ec1 ~ .. 

the Ener0y $e.cret;.aey, prooeedeB \'lith invetr>tigat:lons of .the 

project. 'l1he :funding of the project wouldc be t1ec.idcd after 

constrt~tion of £il$'1C~~~~.u.E:t. .. ii?.!:'9lqS!..t being built unecr 
lS :trueo .. Nepml bilete:t>al co-.o:pcratic.n. ·· 'l~he ·recent G9'rer.?.rne..'lt 

upgrnoation of the Chonora c er.J.al located in ecstei;n t>1epc:.1l, 
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f.rorn thE:l t·1estem I<osi c .araal,. It estimetet! cost o;fl 1:1 P.s. 3 7 • 91 
' . ~ ~ 

' 16 
cro.rss covre;rin~ 34,000 hectares of land um1er .:trrigattcn. 

Table· 5 2 
- I. ..... ' . 

t-'ot1er and Irrigation 1?r('~jccte in Nepal. un~:ier 

..,.. ... , Mutu..§l Ben@£,1!;. i1ro;lee~s ....... _. ,. 

Schem.es Irrigatoo A~a 

Karnali 

Trieuli 

Kosi 

Po'khra 

~.(?OO Mev 

36 l<'It1 

1. ·MN 

3 lakh hect. 

· 68 th(.nJS and heat. 

,.,.,, ~JW~Skt At .... ~·- _.. 

source ~ Cha·turv~i, s ~'&· = 'Impoot of :WC\1en r~conom1c 
1\i.d and ihS$istance on the t.evelOl').'nent of tlopal ~·~ 
1986, p~:t,a• 

~·· 



Indi;;p 1 s J'.i~_!2f:....the.J.?~elop.:uept , ~f 
Inlgjta=Gt~ture :J.n r~epal. 

towarc.s .t>'!l::;pc!l. It is s.ignificant to observe that th%J ie!ea of 

joint programme 'it16S c:Qncej:ved at e stage· '\ihe~'l nepal much 

eultivat!:n0 relations of intimacy Hith China~ Since both the 

lifCi')al 's political ane eccnomic S1'Jhere, the~ alcnry ltith tlepa). 

readily &~rcec in 1958 to launch a trj.partite e9reotnerrt of ~.ea. 

O~"!.:ionisation {nro) '1.-WS to construct eie;':"it y;oede, nun'!ely• 

Ra~aul•Bb~insep sonauli.,..:f~khr~ I<&t.hmanc1u.-.T:tisu.li, 
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~~ttb~-Ga1pa .. tJJ 
~his "''S•m.i.la long first National Hi<;ft'!l't'Flil'J of ~te~ 

1.1nking ':rhw,'!{Cit (nea;!!' Kathmandu). ~nd Shainse compl:etoo in 

HetaQ.da Sa;·; £o1i7l1. J~~a"tq?ur Cigat<ett.e Footoey etc,. 90t the 

Oi?tX'>rtw.iJ.ty to e~rt<?lllish. l3e$!dee. agr!ct.tlture h~!, hcen 

:fertil!zei-s, 59 .1~~ ox !mprovetl seeds~ 68 .. 40':& of in1proved 

tools ~A €13% of !n!]ecticides ·oe.re use~ dur.l.ng the 3r.d PYP in 
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a reduc:.t.ion !n the cost o£· transport in the region as a t..fhole• 

.:tt affee:tcd the tra6it1~onal pattern of fal."rning in Polduta td.th 

reaistribtttion of income ant\ develo:pment of cornmorea in the 

hill~. Tld:.s road hO$ made easy to attract. the tourists in 

the natural valleys of fo1old'lra - thoo effecting l'l'et:..alGDe, 

tourists l.'1t1ustry. ':1.""'he road elsa bas generated irae.reasingr 

amounts of CO'il~reial f.t'eight at a much cheaper rate. On tl!G 

other bent:~~ t.he P·rices of ghee. a tnt;!jor export of .Neipa~ went 

up nearly 2~~ while the price of ora~ges went u9 nea~ly 

4CO to sore~ .ta 

India in thio field t<Ja8 the construction of 'E~t~~est High~iJfZiY1 

known as '•Nahenera Bnjr.tOEe'".J'. It may be noted that. at the 

initial stage_, India hes:i.tated. to take up this ambitious 

projt--::.'!C!f:. twith the re.m.1lt that China agreed to construct some 

100 miles of the h!ghtJey in the eastern :s~ctor. l'h~ vecy 

ieee of tb:! Chinese ~t?..!~rt.s working so clO$e to Indin's o~n 

border fcu.llle :tod!a to revi::•e ito. attitude. India 1ligorou.,.etly 
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Hi9hv1GY~J 1his woo int!eoo GO outstanding ~x:hievt:r.n.cnt on th~ 

India'"l d:tplomooy..- Sl.ibsaquently, an agreement was eoncludee1 

for the construction of t:he eastern portion of the highway by , 

the Indian t';Ch•OP'Grat!on I11ssion. liecording to th.e present 

arrangeroonts, India has taken up the r.;onf~truc:ti.on oi both 

the aa.-stern as well as tho western sectors o:f. the ·roe~ 

~;hich c~Vtt!.l:' 410 miles out of the. ~...ntire stretch of 640 miles. 

The remaining por·tion is being construct.ec jointly b~l the 

Soviet Ullior'"* t'he United states anc the United KJ.nge~. 

India is building this roau at an estimateo cost of as.100 .. • 

ThiD 1:oad wa.~ coostructea by :India mainly to 

facilitG.te the bu11i1ing and ccmJ;;;letion of T.risuli }lydel 

Project. The nearest rail'lr;ay stn. is 180 miles away ~ 

Ra:caul :from ·Nhere materials . like c emont, steel and timber 

were brought into ~rieuli project, 

Other Roaes .... ~ 

the govempent of irt6ia eooperatec with HI·~ in the eonst.ruct!on. 

of srnalle3~ roacls like l<tekre..-Ja-Lu.rri!'.iiini Road (9 km). ealnji Road(3k.fll)•: 
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Tri.pt.u:eshwor•Thk.U'"'i~~ot Rooo (9 l~Tt) ~r JsAuikpur >;i~cr .. Jn Road (4 km). 

Daltshinal-.:el! n.oni!. U9 lon). itanu.'llan Nager-Rajbiraj Roo~ (13.5 km), 

Kos!...Geno.91i: n~ea roads, Rathmandu..Gooavari ro~es (16 1m11:l) 20 

constructea lnJ;th I~'ldia.0s osoisterice. ln th.!s ~1ay India bus 

tried to. connect. Rathmc-u.1~u t-1ith all important. commercial c;entres 

and :big c!tico of Nepal prov.:i.oing easy transporta:tionel facilitico 

and social mobility to ce~:-r,.~on man... This may be seen in tho 

------------~.~-=-·---·~-~,~~----~·-------------·--------=--·-----------··-·----=-· ·-•-m-•1-------·-·--~(~-~--.'---'-~ Roaes 
--~------~~~------·~A--~---------·•-·~~~--~------------·---·--~--~----~•-n-s~a-<t~------~~ 

~~ibhuva.r.~ r.tajputh 

Tripureswar 
Kakrehtva 

south Ksli 

Trisuli 
s unauli-Po!r.hra 
Plalaju 

F atehpur-Kanoli 

Hanumon Nag~r 

Je.nakpur 
!1ahenc'h:a Rejpeth 

Goomwari ~;·rith n:110 

Raxaul. 
Uepolganj 

Iihere.."l 

Jc.maiq:~ur 
satadi 
Kucon 

73 miles 
6 

5 

12 
s 

129 

a.s 
' 

20.5 

a.s 
410.0 

45.0 
70.0 
90.0 

795 l.al;hs 

1.6 
7.5 

17~6 

107.0 
1457.0 

3.0 
120.0 

22.2 

4.5 
sooo.o 

130.0 137.0 
150.0 

·~ l§,.!L, 
=:==-· . ··a ....,...-m. tt . l·g· ·-2e5. - . • al• •. 7 -source : 

• inn 
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the rapid eevelo1~nt: of. civil avietion .1 .. n tiopal ~f.i ~re 

u.seful i.n st . .tmuloting ·the economic ,develor:crr.t·nt in the a~:Joenee 

of many all!~i~it·leatholt rooos conne.ctj.J:tg various par.-ts of the 

eountey. t~purt frcB the t~:t."'ffianent all.~~:e.t!t.h~r Gaooh~ airport. 

equippe<~ tJit..b roouern focilitiee anv technology. at the cczt 

In 1951, the modern cornrm:m.icat.ions s_ysta-oo woo 

virtually non-e.xis.tent in Nepal~ In 1956~ Nepal ~ame a 

membe:t' of! the Un1vel!'fJal ~stal Union. India als'o assisted 

She prov!dec1 oos!s'tanl;';e by soneing €~perts, :ior: mo~Sert:J.isati.e;u. 

of ::~e.palese postal services and also e:ttended an a.id of 

Ra.12 lakhs for the construction of Kothmanw•s GenerC\1 Post 

Offic.~ e to.rei9fl Post office in 1900. New Delhi Gleo assieted 

Nepal in tho field of teleeommu.nicatlons service by inst.all.ipg 
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e. €2irect telenz:inter circuit bet-¥Jeen Kethmsndu and. t'!C."\'1 Delhi 
.,. ' I 

J.n 1970.. .!n -the onru·e year, Ka.t.hmandu...Z~axaul <relepl-1Ci't€l line 

WWS nlso COl'Ml~Ssionef.ie .Ill 1969, e. t..elc~p~ln,tar lirik:Z. ',k;et'i!Jeen 

21 Kattunaaa;u .r:;1d c elt;utt~a 1:1au also set up. · 

A list of recent In$1an al.dcd, agreed srtd 

ccmpletoi~ b)rojccts on trans~"'rt and cocrununication in t'~apal 

is given t~!ow. 

c ~:Ucutte, .on overhead tru.11l~ te!ef,bone h~ been laid throu~h 

·Jogbani ~t1 !:'~t>r~";h~Janj. 

(2) !n 1971, ceM.t.ruction of the sin~le p~a...l'l steel 

bridge over the I~a11: Gootieki ri.ver at H.m:.ttiighat on the 

s iaharthe: Rajmerg ~<Jhich is the largest~ bri·oge· of this kind 

(3} .Fel1r:uory 1972. inauguration of Kati~1anau~th·.:~mbay 

direct r~U;~ telef,hone# tal~gra.r;h em<.1 telex circtdt;~ 

eJcehange in Bhoorapur at. a cent of rts.o.6 roillio:1 wi'i:b a c:ap.~:tty 

of 250 conn0ctions:e. . ~·;. 
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(5) 14 Pebru~ey 1975. inauguration c>f tel~r.hone 

exchange in Jmlakpu.r:dharQ, C{)Sting Rs.-8 la'khs uith e t:".:apaeity 

of 200 l!noth 

(6) , 22 l?~bruary 197511 a 16, :l<".m. Kathmaneu...Godav·ari 

roac NOO i~lGUgllrawa t>:Jhieh incurred a cost of R~.,9~5 million• 

( 7) 25 f'ebru;::n:y 1976. inauguration of a 293 metro 

lonq brid.gc on Ra;pti :eiver ot Ehall.lit'1S1t at, e cost Gf Rf:31.96 

million. 

(3) 11 r-!ay 1976" opening u,o of a 4<5 1(t'11• n1etal.led 

road. from Hnnipanv1o to .'l'risuli. 

(9) 12 J-3nuary 1977. in f .. mguration of a lSOO line 

automa-tic oir condit .. ,!oncCl telephone exchange instclllefi in 

Diratnagar~: 

(10) · 7 clovezn'ber 1977• in eugurat:!on of Ka-r~a 

bridge (640 mt~ long) on the Kamla river on the t-~al1endra 

ftigh~:;ay.' .It cor.~t Rs,40 milliono 

(11} 16 se:;::.tem.ber. 1978 in a H•;,noor~~ntJu:n of unocrotcnd:ln\ 

signed be't~reen 1Si(..:'Pal un(1 India both e.~n:eee to construct e railT;rey 

line to U(1aipur at t.h.c eost of as.20 crores. 
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in ttepal and R~aul in India "trias completed. Thir!J hms opened 
. 22 36 c~"l,ication c.han.-,els between Im31e ~d t:~epal •. 

(b) E!.lucation -
IntU.a has directed its assistance in the field 

of ed'L..teat!on in oroer to effect general sooial_ change .in 

Nepal. "!'he first mnjoi step trucen by India in the field of 

higher ~oucation was ths setting up of the !.rribhuvmA Unive~sity 

in 1960.. 'l'o start uitt-~ the ms:::i::Jtance was given :t.Qt p:r::-::Y~tic!ng 

for pot:;t•grr~cuate t.eaehing in its 'traz·ioue dcpnttmontce. The 

etc~ lnt~:to co f'ar h2:c $pent H.s.so J.(-ai<a1s on vnive,:rs.ity's va!'i.Q:l.J,tj 
23 

schemes a!:-:.u hns ceti\'llUitte~. to spend anoth~::.~ 53 laHhsl!l · Dn 

r:·epalrtrr..e~ta of th.e Tt"il:iht .• •van University as a gift ft'Om t.he l'Ct'l" 

on 27 t'ocoml-.er, 19721 a nostel constructet1 for research seholo:rs 
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India \·Jhile rloeply Ut."4t1erstand-1n~ the 

archeeolo{1ical values of_ ~lepal anc in a bid to presetve 

the!le valuable items sent a nu.,ber of at•c.fheoologi~-el expertt~ 

made available in 1959• :t·m!!a also set up a }ta:t.ie.mel A"l.t:'CbiVC:$. 

Builcing in Nepal. 

constntet.ion of an international archaeolog!,csl museu'U at 
24 

Lumbini; the birth place of r..ord nu6dha. -

Desic1os provit1in9 fintmcial a1et. India has 

cooperato.d ;Jith f~e:pal by p~ovitiing training facilities to 

been oeputea from Nepal te India for training .in the field 

its ass!ztonce by se-nding experts on ad hoc boois to renof.~r 

advice end by arranging visits end atudy tour o:f the officio.lo 

of Nepalese '0et.rerru't1t:nt to various projects in India... so fC.\r 

more tiwn one t.l1ouses"\d Indian experts hae workcci in Nepal, out 

of ~..;hic-h ebout SOC were engac;sea in ro.ec1., irrigation works 

and sorr~ other projects. 
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!niiia's assistance in the field of social services, 

Aid has teen e.xt.end~d to the • Prop'kar sri Panch Indra flajaya 

Laxmi n·evi Haternity aane• at Kathmandu not only ~J P$:'OV.tilJ.l"lg 

medical. !~~sonnel, constiruction of ac1ditional bniltti,n,~ but 

also meet;il'l'J the rti'IL'Ilin~ exr.;ense.s Q"ld the cost of medic;tnes • 

Incie hrw beon coopc.ratintJ t<Jit:h t-.he Nepalese gov~rnmt:nt in 

the 1mpl~~:ncntet:1on of va:tr!ous project.$ for tho ~HXP!:;ly of 

dr!nld.n:;J ·water in e nu-r.ber of places.. 24 such proje-c:ts ha\re 
e 

already -~ tiekan U:P, benetfi titlg about 4 la1~hS of r_,eople, 

ane the:.y inclu6e zj.zeable $Chemes .for Kot.Th'Tiunc3u, Biratncger1 

25 
l?okhra, Sirt;;~'lj~ Jenn1:pUJi' <Sntl Rejbiraj • 

The t:ransm.tssion of lmowledge usually cGlled 

technical assistance is not merely a. matter of technology tn. 

the nerr~'l sense, but includes nmnager!al and aarn.tnistrative 

sl~ills rulcl arrangements-.. 1'he process -·of p~ovidin1;~ technical. 

aeail!ltancc i.nvolves a nu..";l}.."'er of t'fteps - eg~"'eing on the proj~ct,_ 

:fi.noing <::O.'"Jpetent: peraorm~l to carz:y it out and as~:n.:u::h'lG th.Wct;:.gh 
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channel son~ adviBors, trainet'S and oernonstrato.t'<..Jj the other 
26 

b:r=ings st~'!Ce:rrts. and ·trainee~ • 

the hall. ... m.a.rk of :tnco-!<lepaleso economic cooperat!Qn:t Inoi.a 

uncertoo1~ this mainly beC!!ause of l~epol 1 a l~ast. developed 

ch.nractc.~ vary lot·l income oo<1 h~h illite~ecy rate$ 't1hich 

were enusco by loc$tion. climate. l.ack of nAtural. ~ou---ees,.' 

sociol f.-~<1 political. o.rgani~ationa ~.nc scattered por;.;ulat~on. 

l?'urther,. this %:100 a:l.mad at increoo.ing the dornes,t.i;e stock of 

skills a.nt1 productivity and t\-:; 3trengthen end ~upplement 

Nepal' z c~pacity to produce ne\v skill!!. 

'i"he implementation of Indian aid prog:oerrme in 

Nepal is secured thl:7~'Ju.gh deputation of l.ntl1&""1 exp~rts,. pmvta :tm\ 

of training faci.litiee in Indio to the liopaleoe n.';lltional~ entl 

supply o:f nt.Jcesss.ry ./:squi,:pment for COOlt:rlct.ton of projects 

nationals in Indie fotm part of the larger region at mul tili!rtll'J.rlU. 

aid progt>antn0 of Colombo Plan, ~o~h!ch is a very .m&jO.t: $ouree 

of aid. to t~Jcpal :frcim thiS country~ Upto 1976, Nepal. \'100 

provided 3, 334 traini:og places at an expen.citure o.f .Rs.37~ 4.0$· 

la'kh3 mld~r this plan. 27 
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trained in India unce!.' ~reci.'mtcal eooper~t:icn schcoo of 

Colombo Plen ;reached 3()60 .in ";7lliCh 31.6J~, v.ze.re engineering 

students; 14.4% Here in the f;ield of educatio~ 13.4% 

in agriculture and 7os-~;; in the mt1.dicine. Intiii~ S{;:'t ur; th.ttce 

trainin9 .in~;rtitutionfl* viz. the au.~al Ino·~itute ot:£ Petan. 

Enc::;.i.ncering School in l'(nthrn;:.'l1:1CU ;md l;>orest Hesearx.:h lnst.ttu;t.c 

e.t H1taW]a4!'28 

agr.cementa, .involving r~s.37.90 crore~, in th·~ :f.iold of 

:trri0at.i¢n and .il'ldt!!.:tr:tal tratn.ing~ 'l'he1 ag~ee~ent i)'rcvides 

. for tcehnicel a!;siot.ence to 20 private entreprencurn pnd 

of:fjc:La.l.r? o£ the ~qcpolese Dep~~t. of inetl!:rt..t)· to ot:~ire 

entrepreneurial skills thrc>ugh training in various 

institutions ono inr:u..'Zltriel establishments in India. Training 

by Inclien ~;;perte in Uepal is slso env1eageo.29 
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at ~~thm6lncl'u. 

1953 a Construction commenced on the 116-kt"i'l. 'l't"ibhuvan 

1956 a c:or:l:pletJ.oo, of '.t'ribhuvnn Rajputh. 

1951-SGa ~~"tal A!a t..~i.lised ot N nc. 74 millicm~ 

195l-60B :i1\C)tol l-\!d utilise-a at N l~S o165 mill :ion •. 

1962 ~ lM_;~r.eement. oi{moc1 on t\pr:i.l 25- for KathmUJ.;;ou 
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1966 ~ Co;:nr,>let!ota. of four roaus~ t.hree airports, eleven 

i~!:·i(JEJt.f,cn ;;.;cheme"• first ;;:h~e of 'l'risul:t project. 

four hort.:l.cult.t'lrEll centres. t~Je.nty~na ve+~rina~ 

1967 : .i?rojccts cocl;)lete.d incluce ·• 



469 

1969-70; B·uilcling completed i 

Por;eign Po8t Osficer central Veterin~n:y H(!lspitalJ 

Certain r;;r0niSes 'in the Tr.il:huvan Uni, .. er£;.i:ty; 

The Kathmimdw-Dakshinkali Roarlr First phase of 

Chattra Ct4'1Bls; 'I1risuli nyeel Project: 

t~onQuli.:r--o!~i'iora Rocd. 

19·71 ~; f~ejbiraj Hospital cempl~tee. 

1 Agree~nt to c::Xehenge 5., 000 kv1. o£ pot•Jer daily 

ett l::o.r:der t\'J\1!'..8. 

- : l\gt'eement for 'the metalling of the Lanan•ghol.Godavar.:t. 

noaa. 

1972 : t:~ araount o!: Rso1e3 million hnnC:ec over to tho H~M•G• 

for inaecessoblO, areas. 

a India:\ to giv~ rts.7~P2 millions to meet t!1e &,.;;c,t 

of builcU.n() telephone ~:-~change at tl1rotneger-.. 

Jn.tltik~ur end l3had.repur., 

• t~.g:t'(Iemel~'t t:o set up indU$t.rial eatat.C!;1 at~ ·£-T~p&lganj 

~nd r::hesan e.t a co~t of ns. 5~? million .. :. 

- , : itgrecn::ent :2or tht~ construction of a desilt.;i.ng ben.lti 

£;-t· 'l:'_l:'iDul.i t":rojeet site et a cost of Rs., 1~4 millio~. 

•• · • i .Agr?anent. cit;"Jned fer t.he const.ruct.iOt1 of! the ~i€stot·n 

sector (242 10'n) of the cast-Nest Bigi%Joy 9.t a co::Jt o$1' 

ne". 351~8 millions as a grant from Ineis.,. 



1972 a !r2auvurat.ioo of a Research stut1ent Ho~rtel at 

· ~ ~linwan trrdverei ty. 

(ii] to extend the perioe of valitlity of the horticLtlt.tu:e 

C:e-t'e.lopn:et~t eg·reemG11t 

(iii} to requ.ler.lse. the expenditure incurred b~1t\':een 

for 'l':t!ouli Project •. 

197:J-72 tS:otel l\it1 given by :tncia at N Rs .. l230 m!J.l!on. 

1973 a !tM'lugurat1on of nh.angath.i Hospital. 

- . .. 
University~ 

CpqpJ.etion of the survey of ali~nment of tho 

1967~ 
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~ ~p:eem.ent 'to consttuct a bridge 011er ga_ma,1a r:ivet 

c;ost.ing 11s .17 ~ 5 million~ 

a ~reement oottt;~oo :'f:i'ldia 011 corpcrs.tioo and Ne;pal 

OJ,.l Corporation to charu1~lise :Euel oil 1t>JpQrta 

tht"ough the lett.eJ.>• 

l97j t ftlo-;]ipJ.et;.ion of the E~torn Sector of the lZ;MJt~."Jeat 

H!ghway. 

- · • Domnk-Deo<:1h.al.•knola Mad ha.:'"lde.d ever to rt~M·G • 

..., : Agreemen·t foJ: the exparu-;dlcn of a Matern1.'i.tj,t Home 

at I<othmu;nuu. 

• ~\g<reement to a.o-v~e a loan ~unting te> n-s.$0 millicm• 

- t "etters e,;changed for the metalling of fl'r.i:Juli..Rani 

l?onws I~Cit~d. 

1976 t Construction of llholeghat Mc;mntaln Road~ 

3 .t1greed to cooper;ate in setting up joint ,i;ndustrial 

ventures in l'lopal ~ 

1977 ' Conetruotion of Chandra PUmp Canelo and SpOrts 

Complex at Fi'O!r$m. 

1979 t l~~>ansiotl of Patcm IndUPtrial B$tate at Pa:t:¢)poltar 

1."1et.ern.ity ~losp,ttal ~ 

t Area s~~Y of the alignment of Dolaghat~(H~n'kuta ror-:d~ 
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1079 c Construction of thf.;l 302 km long CentrBl sector 

o~ ~~~endra Raj Me~ eRx~ted to be eom~letcd 

by 1980-91 at en estir.1a.t.ct:1 cost. of Rs .44 • 36 croroo ~ 

Hy{lro""f;lect::ic Project tvhich ~a$ estitlli'1t€..~ to 

cost na. 30 erores. 

expenditure on schemes on hand. 

1980 : i\ P.s.13 lel~~ tlgreement on for the eoex!ol cable link 

along with micra.-1ave syt?tems upto the ooree.r 

territ.ot-ies 1:-et.>'fr;een. the two countries.., 
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India. 

The results o:E CO!'nL?Uta:t~icn o~ gross bart<::~; ter:rns of 

trade ('l'/T) ~f Ner>i\l is an __ inC.e:t _of relati-onship of the total 

~ysieal quantit_Y. of e~r.:ox:ts t.o tt~t.al physical quantitjr of 

imr~rts have been given in tables Shel, BAo2 end 8A.3 of appencix. · . · ox
1 

· ox
0 

· · · 

Symbolically, .0. m- + -;;;:::,- '"here Q _otnncs f:C)r quant:ity0 x for 
· 1 lool"'o · · · .. -

exports, m for imports 0..11d 0 eno 1 for the :bii:{f'H~ alld subsecruent 
~ ' . ' ' "' ' . ... 

pe.rioos respectively. 'rho qur.:1ntities ru.:pres~ed_ in this fo.rrnu.la 

as inrlex numbers t4'hich arc cleriv.ea l:ry eivi<.~ing inoex number of 

valtw {price times qwrn1t!ty) by pr!ce ineexo 

'!'aking 1956/57 as th.e bt!!Se 'yearo the gross barter 

terms of trade of ~u~pal (Table aa.1) t-.Jes unf~W(...,urablc from 1957/58 

to' 1965/66 except for the year 1961/62. i'rom 1966/67 to l9'J6/77 

it turned to be· favour:-®lc except fior the year 1974/75. Again. 

from 1977/70 on. it· hes emca again: b~g~ unfavourabl~ to Nepal. 

Taking the entire 23 yeat"s period (1956/57 to 1978/79) into 

c:ons:tuerat.ton. the gross barter te.!::'fns of trsoe totes favourablG to 

t~epal. *l'he fitted trend of the tgroos b~.rter tem.s of trace of 

t'iepal (ccmputt:d. throUQ11 linear· regression) have l.."'Ccn stueied. 

over the period 1956/57 to 1970/71 (15 years) HC!s fa:vmJrable 

('l'able 8A•5• Fig.·'Z, ), 'but durirtg the f~U~ioc 1974/75 to 1978/79 
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t~c tro~d for the whole r~riod of 23 ~ars (1956/57 to 1978/79) 

it has improved. marginally ('l'ol':Jile 6A.4, Fig. 1 ) • 

<J:he pattern, of gross barter. te:r.ms of trade of Napel 

with I1"ldi& is . ..,.uite t:d.H14.lar to that of total trade. Exee~t tor ............... ......... "':J. f} 

for the period 1956/57 tt) 1970/11 (15 years) it tc;as 1mprovinll1 

(~'able BA.e, Fig. 4- ) 11 but for t."'lc per:.iod 1'974/75 to 1979/79 

(5 years) it. has· declined (Table 8;\.lC, :i:'it;J• b ) • 

. . 
ltJth oyerseoa count._.f;tQ,g, 'the overall te:ncene::r 1s quite '.:~ifferent. 

'l'ek.:tng 1956/57 as the bose.· year as 'beft1.ra, it rcmain~~6 unfavourable 

thrc:ughout the· fourteen years porioo (1957/59 to 1970/71) Gxcept 

fo.r the year 1963/64~ Relevant eota for thf:l rx~rioo 1971/72 

to 1973/74 are 110t W·t:d.lable to COffil'ute. OVo-c the· pe0iod l.974/7S 

to 1978/79 · (5 years) .t.t tJ<3S four-ad th~t fox: the years 1974/75" 

1915/76 and 1978/?9. it \1GS U..l>lfai;·ourabl<-1 ~-lhert1!oo for the yo(.)E;a 

1976/77 on(;] '19"'17/78 it '"~as favou.E"~ble {'l'ablo SA.3).. 'l'hc .f~.itte:d 

oocn .revealed qUite opp0£ii:t.t£~ t.o thiS\'~: o:f ln<JJ.~. J:t. hat; oocn founti 

that over the pcritlil l95e/57 to 1070/71 , (15 years) it ~100 

declining (Table HA •. O, Fig• 5 ). but it hue ~:,royctl(~ablc 9~.11~ 
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!?ig. 7 ) for the period 1974/75 to 1978/79 (5 years). 

the average <;ross bort.or -t:crrns of trooe of t•k::pal uith In!die. woo 

vastly favourable a,.") co..11pei'eo to overseas cotmt.rios over the 

perioe 1956/51 to '1970/71,. Cut it t.r~ quite OPl:JOSite curing 

the perioe 1974/75 to 1978/79. 

uiveroif'.j its imports eoo <~xvorw. the terms of trade of tlopel 

oetor.ioratcd r.·eletivcly tEl the earlier period. This6 ol~o, 

signifies tr1at Nepal :i.s h:3en tt'J divr<3:&:eify irrespective of her 

better terms of· traeo m18 divcrsif.:tt;ation let:~ to its worsening. 

Hence, the toJelfare ~ of diveri!.dficaticn~ pm-ely in t..->eon~'ldc 
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~<iscel Price :rn'dex·'" fndex num- .rne!ex :rnd'e)t' ' 'G_r.o'ss"' ...... - ....... ............. 
year Ine1ex Nu.'7.lber: bc.r of Number NUP.ber of B·artcr 

1955/56 of Bir.J;.Qrt of Import I.tn'GJOr:t. TettiS of 
=100 E:xport Quantii='.l Value Quantity T:r:aae 

: 1 __ I .. 
1956-57 101 .. 80 

1957-59 100.07 

Values 

76.78 7Ge7S 
1958-59 100c97 12~l.53 122~34 

1959•60 102.19 137.99 134o24 
1960-61 106.14 219.68 203.14 

1961-62 1lfh30 277.80 251~86 

1962-63 117.3~ 301.29 256.77 
1963-64 129.39 304.90 227.54 
1964-65 146.«12 161.46 :ns.lG 

1965-66 167.21 392.90 234~97 

1966.67 170 .• 22 446(11.54 264.,33 

1967-6.:3 :U'58.52 411 etS2 :~44 .25 

1968-69 175.43 599.29 341.61 

1969-~10 194.20 512.67 ~63.99 

1970-71 203.72 419.65 20!5..99 

1971 ... 7.2 206.37 544.4~ 263,84 
1972-73 229~69 661.44 287.97 

1973-74 266.67 719.13 269.29 

1974-75 304.27 931.82 306.25 

1975-76 302 .. 08 1242.01 411.15 
1976.,.77 310.24 1220.00 393.24 

1977-78 344.86 1095~76 33.7.74 
1978-79 355~00 1358~33 382.63 

100~00 

93.21 

131.49 
169.24 

234.26 
261.59 

355.54 
355.85 
481.99 
460.29 

::m:.3.2e 

440~21 

500.94 
411.,49 

522.B5 

579jp05 

004e65 

1068,.11 

1166.46 

1181o95 
1~54.21 

1697~9B 

99.23 

9S.l4 

130.23 
lG4.65 
216{tG3 

23711116 

303o00 

100.00 

62.38 

93.94 

81.53 
93.77 

106.20 

84.74 
2.~77.16 05.70 

329.19 95.74 
275.28 05.36 

166.42 ' 157.63 
166.09 
250.93 

262.07 

201.99 
253.36 

252~10 

256~ 7~1 

351.04 
386 .. 14 

390~98 

461.69 
478.30 

146.36 

136.14· 

100.73 
101.99 
1.04.14 

114.23 
104.99 
a·/.24 

106.49 

103~22 

.. ,5.35 

ao~oo 

....... $ .. IINP ........ e< ~--·-------·--------·-_._,'", ___________ _ 
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Fiscal Price Ineex Index t~un"- Index Index Oross 
Year Index l-1Wi".ber bar of Number Number Barter · 

1955-56 of E~mrt of I.'illX>rt of Imoort Terms of 
=100 Expo.r;t ~:tuent.ity valne ~ · {:luant-lty 'l'raee 

Value 
1 2· 3 4 5 6 7 

1956-57 101.9'0 

1957-sa 1oo.o1 
1958-59 100.97 
1959-60 102.79 

1960 ... 61 108.1.8 

1961-62 110.30 
1962-63 117.34 

1963-64 129.39 

1964-65 146.42 

1965-66 167.21 
1966-67 170.2~ 

1967 .. 68 168.52 
1968-69 175.43 
1969-70 194.20 

1971-72 206.37 

1972-73 229.69' 

1973-14 266.67' 

1974-75 304~27' 

1oo.oo !m.23 
75.43 75.39 

124.8~ 1:~3.69 

140.52 136.70 
223 .H7 207 •. o2 
282.4$ 256.06 

306.10 260.86 

304.97 237.53 
465.74 3lJ3.08 

396.53 237.14 

450.32 264.55 
417.76 247~90 
609.96. 347.69 

519.47 267.49 

NA L.:IA 

799.31 262.70 
1975-76 302.08' 956.47 316.63 

1976•77 310.24 834e35.26S,94 
1977-78 344.86 533.00 154.55 

1978-79 35s.oo 695.eo ::tvG.oo 

:t.oo.oo 
90.66 

131.59 
162.77 
226.19 

361.19 

359.15 

486.29 

460.41 

280.47 

266.01 

420~49 

477.16 
371.91 

~iA 

NA 

I'll~ 

889~97 

139~98 

810.16 
938.49 

·953.90 

98.23 

90.60 
130.32. 

1589·35 

209.J.6 

240.36 

307.0~ 

279.73 

332.12 
275.35 

l64o77 

157.35. 
239.69 

245.70 
182.56 
NA 

NA 
'tlA 

292.46 
244.96 
261.15 
272.14 
268e6B 

1oo.o~ 

83.20 

94.91 
86.33 

98.9? 

106.5$ 

04.7~ 

84.91 

95.77 
86,..12 

160.5Q 
157.CS 
14S.OfS 

109.8? 

113.75, 

N'i1 

Nlt 

Nf.~ 

89.82 

129.26 

102.98 
56.79 

72 •. 94 
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1956/57 t:o 19'79/79 
... 1 

Index tnaex 
N'umbet Nurnber 

lfpr' ; T 

!no ex lndex G ro3.s 
Nu•nber of Nu'r..t'lber Darter 

t'rice 
Index 
1955/56 
e 100 

of of Import of .Import 1'erma of 
E;xport ii::·rpD:t.~ 

"lal]Je . ii4~t~ity 
volw:: Quantity TrocJe 

1 

1956-5"1 io1.ao 

1957-sa top.o7 
1959-59 10(;).97 
1959•60 102 • 79 . 
1960-61 108.18 

1961-62 3.10.30 
1962 ... 63 117.34 

1963-64 128.39 

1964-65 146.42 

.1965-66 167.21 

1966-67 170.22 
1967-68 16£).52 
1.968-?9 175.43 

3 4 

ioo.~o go.23 
l38.70 iJB.60 
61.00 60.41 

21.81 21.22 
27.75 2So66 

65.22 59.13 

80.70 00.77 

305.2,5 237,75 
264.93 180.94 

226.13 135.24 

273.18 160.49 
'i29.91 77.09 

109.77 62-~57 

1969-70 194.20 2oo.oo io3~37 
1970-71 20~. 72 263 . .,80 1~!9.49 

1971-72 20~h37 !>lA Nl\ 

1972-73 229 •. 69 NA Ni\ 

1973-74 266.67 t>tA rJJ.\ 

1974-75 304 .• 27 7012 .•. l.2 2304.77 

1975-76 .302.08 14346.07 4749.10 

:ioo.oo 
197.46 
i27oS2 
4:33o63 

563.96 
117.10 

i25~03· 

220.99 

3C6.55 
455.36 
398.00 

902.83 
1246.12 

1807.34 
2028.26 

N.'1. 

UA 

(~350.16 

18590.61 

1976-77 3lfJo24 3891.8.42 6097.,99 16370.68 

1977-79 344.-96 26~1e46 7606e49 22524~02 

l978a79 355~00 31'-52.72 8947.24 32101.99 

6 

''98.23 

'191.32 

i26.29 

421.06 

521.51 
106.16 

106.55 
171.12 

i09.36 

272.33 

233.81 

535.74 
710.32 
930.66 

995.61 
NA 

NA 

2~144.32 

6154.20 
S276.78 
6531.35 

9042.81 

7 

1oo.co 
'70.24 

47.83 

5.03 

4.92 

"55.70 
. 64.54 

138.13 

'86.42 

'49.66 

'68.64 
'14.38 

BsB1 
'11.11 

13.01 
~m 

NA 

. 83·.98 

, ?7.17 

1J,s.s6 

119.52 
. 98~94 

-=-== 

;··~ 

.-~ 
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Gro:;::s Barter '1'erws oi ·~raae of ':,1o~1al o'*.rer the eriod 1956 57..,. 
1979 9. 

Year T 

..... 
1956-57 1 

1957-58 2 

1958-59 3 

1959-60 4 

1960-61 5 

1961-6:2 6 

1962.;.63 7 
1963.;.64 a 
1964-65 9 

1965-66 10 
1966-6'7 11 

1967-68 12 

1968-69 13· 

1969-70 14 

1970-'11 15 

1971-72 16 

1972-73 . 17 

1973-14 18 

1974-75 19 

1975-76 20 

:1.976-77 21 

l9'77-7fJ 22 

1978-79 23 

C\fJSt;~{Vhl) F.l'r-TE:D 
Y (Gross Better Y. 

£Nio__'V<r ¢N -------------T~) . " ~----------------

(• 

100.00 
32.38 

93 •. 94 

Ol.Sl 
93.77 

106.20 

84ii74 

es.7o 
95,74 

a~l•as 

157.63 
l46 •. ZG 
136.1.4 

2..00.73 

1.01.98 

10~.r.14 

114~23 

104.B9 
87.24 

106.48 
103.22 

75.35 
ao.oo 

99.16 

99.34 

99.53 

99.72 
99.90 

100.1' 

100.3' 
100.5' 
100.6' 

1oo .• a · 
101.0 · 
101~2. 

101.4' 

101.6. 

101.8' 
102.0. 

102.1. 

102.3' 

102.5 
102 .• 7 

102.9 

103~1. 

l())qJ. 

Nlk"'m o:e• I~.X:B P'rlNJ)EN'l' V JhR !i>113LE= T 

COEFFIC :u::n:OO 
S'I'• ElUtOR 

m Y = 98.9.'72 i·· 0~1862 T 

0 (9.2222) (0.6126} 
T with Dli' 1, 21 c (10.732) (0.2763) 

R 2 = Ce003636 F e 0 •. 076635 I.Jv; = 1.0375. 
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Fig. 1. Gross Barter Terms of Trade of Nepal over the period 1956-57 to 1978-79. 
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OB$ERVBIJ 
Year T Y.(Groos Barter 1:/'l') Filf'.na Y 

1956-57 
1957-SB 
1958-59 

1959-60 
1960-61 
:1.961-..62 

1962-63 
1963-64 

1964~5 

1965•66 
1~66•67 

1967-.68 

1968~~:·69 

1969-70. 

1970 ... 71 

l 

2 

3 

4 

5 

6 

7 

e 
9 

10 
11 

12 

13 

1.4 

15 

02.,39 

93~94 

81.53 

93co71 

106~20 

B'*~?4 
8541!70 
95--.74 

157-,63 

146~36 

1.36..,14 

100.73 
101.96 

= 15 
Nl.'Jvl!i: ·Oli' DEPE!:m·ENT V'l'o!~>'t!l;.t\Lb: 

t'.Ji~~ OF INDEP.ENLl~~I' Vti-1. :&:.t~LE 

COBl:"?lC!t:NTS I y = 91.903 '"} 2.6971 T 
·siJ.'., z;;;-{ROJ."a ::.::r (11.6'71) ·· (1.2937) 

·'l' t<Tith nz:~ 1, !3 = (7~0175) (2.1011) 

R
2 

s 0~253494'1 
I:' = 4.4145 

DW ~ 1.-~~960• 

94.60 
87.30 

a~.99 

92,.69 

95.39 

9~.09 

100.8 

1o~.s 

106~2 

10~.9 

11~.6 

114,-.3 

11?.c 
119.7 
122..4 
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Fig. 2.. Gross Barter Terms of Trade of Nepal for The period 1956·5'7 to 1970-'71. 
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Table SA~6 . ........ -

Gross • B~rter 'l'e~,.of. '+::.c:~r= . .P£ Ne;2,al .. jor, the neri;gp 1974/75-~ 
OBSERVED 

Yea: 
1974•1$ 

T Y (Groso Sarter r;ej'1:!) I?l'l"l:TED Y 

1975-76 
1976-77 
1977-78 
1978-79 

1 

2 

3 

4 

5 

97.24 

106.49 
103.22 

75.35 
ao.oo 

NU!1BBR OF 0Bfii2:RVffl!IOi:~7 r:w 5 

I·llu·'m 0!-" l:)EPBmJl~N'l' Vl'JA.IJ\.'6U"}m Y 

l'i.Zt.ME O:W lNI)~PBrtLEU1' Vi".l:l.:U:~BLE~ 

Litf~M !U!XinESSION : Y c a + b'!' 

CO.EPFIC:tEt'fl$ 1 Y = l04e>14 .. 4.S610 T 

ST. F..RROR a (14.323) (4o3187) 

'l.' t"l!th PF t.3 = (7.2707} (.1.0561) 

R2 = 0.2710275 
. ' 

F = 1.1154 

t:·~·J = 2.1301. 

Avera e Gross 

~rt=oes 

x. For total ~rraee 
1956/57 to 1970/79 
1956/57 to 1970/71 

1974/75 to 1978/79 
.Il~ For India 

1956/57 to 1970/71 
1974/75 to 1978/79 

I.:tX. !>"'or OVerseas countri~Ds 

1956/57 to 1970/71 
1974/75 to 1978/79 

101.2:!. 

103.49 
90.46 

.107.12 

90.,36 

49.23 
99.03 

99.58 

95.02 
90.46 
as.so 
91.34 
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100 ---
1- --... --1=::--
L... 
Q) 80 ...... 
L... 
0 
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Cl) 
Cl) 

0 
~ 60 
~ -·-- --· Fitted y 

~Observed y 

0 
1974-75 75-76 76-77 '17-78 78-79 

Period 

Fig. 3. Gross Barter Terms of Trade of Nepal for the 
period 1974-75 to 1978-79 . 

486 



48'7 

Gross Barter Terms of ~ra~G .of t~en.ztl.\'t.ith I.noia for tb!, Rer~~ 

19§6/?l:.:f; 27QOJ.' 
Of.{S&~Vat: 

Year ~ y (Gross J!larter ~ft) 

1956-57 1 100.00 
1957-SS 2 83~.20 

1950-59 3 94.91 

1959-60 ~ 96.33 
1960-61 5 99.99 

'· 
1961-62 6 106.55 
1962-63 1 94.75 
1963-64 9 84.91 
1964-65 9 95.-77 
1965-66 10 86o1~ 

1966-67 13. 160.56 
1967-68 12 1s1.os 
1968-69 13 14So.06 

1969-70 14 1oa.s1 
1970-71 15 113e?S 

. NtJl;lBE}l OI:" OSSE~Vl.\'!'IQrijS c:t 15 
Nl~t1E OF 1)Ef:r£!:'..tDEtiT V~.IAOLEm Y 
N.t~-1£ Olf' lliDEP..SNDE~fr 1iti~1l:AI3LE~ 

LJ:NEA.q REGR~S ION c ')!' • a + l:1r 

CO£FFIC!~:;N%·S a Y ~ 80.299 + 3~3529 T . ~ --: . 

STe ~.!Fw.OR := (12~170) (1 .• 3386) 

T '11-Jitll Plf 111 13= (6.,591(3) (2.5048) 

R
2 = 0.3255222 

F = 6.2742 
DW 11'.: 1.~3022. 

'k"ITTED Y 

93.'65 

97.00 
90.36 

93.71 
97,06 

100.4 

103.8 

107~1 

110.5 
113.6 
117.2 
:um.s 
123.9 
127~2 

130.6 
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Period 

Fig. 4. Gross Barter Terms of Trade of Nepal with India for period 
1956-57 to 1970-71 . 
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Gross a~es 'I;erm.s, p£.:t:£<l~e. of. .1j~I:.fill wit..h ,aversea..~~o .. tw.t.ripf! 

for the pe~!.<?.~ 1..9,56£57.:-J.9'l9Ll1.~ 
OESE.RVr::D 

Yeat· T Y.(Gross r:Jarter T/1'} 

1956•57 1 :too.oo 
1957-sa 2 70.24 
19ss~s9 3 47.95 

1959•60 4 s.o3 
1960a61 s 4o92 
1961-62 6 55.70 
1962-63 7 64,e54 

1963-64 a 138.13 
l964o65 9 86.4l2· 

1965-66 10 49 •. 66 

1966-57 11 69.64 
1967-68 12 14.38 
1969•69 13 s.e1 
1969-10. 14 11.11 

l97(h·71 15 13.01 

NU'l1£lf~R OF OEJSEi:lV ttrlONI:-i = 15 

t.:JAf"!E 01? JJE P1;t.WCN:t' V AAli\utEc Y 

tU~-lE Oli' Ii'i'DEF;ENb.·l:;;HT Vl-t1~lABLB:!'J.r 

Lit:rEM nEGR£SS ION' c Y :;a. a + til' 

COEI?F!CIE!ttS ; ¥ 'tft 75.527 "'" 3.2673 ~ 
ST.Btt.~O£~ t!.t (21.025) (2.3i2S) 

T with !iF 1.13 = (3eS922) (111!'1.4216) 
R;a = 0.134Sl56 . 

F = 2.0209 
Dl"l 1:t1 0~93711 

F l'l"l't~· 'Y' 

72.24 
613.95, 
65.66° 

62.38' 

59eO~l' 

55.90 
52.52 
49.23 
45.94' 
42.65 
39o31 

36~08 

32.79 
,, 

29.50 
26.22 
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Fig. 5. Gross Barter Terms of Trade of Nepal with overseas countries 

for the period 1956-57 to 1970-'11 . 
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Tsble GJ\.10 

Gross Barter Terms of 'l'raee o£ NCl;;}flll with India for the r;criod 
40 - » t· .,.,..~l:#tt:lll-=1'11!&. ~'llb._ n lf=trM'f' .1 a** . -..~ 

1974l,75•1fiJ"'/8/79 0 
.............. b!""fi'WJ ............ 

ODSt.mV® 
Year '1: "! (Gross lZ!arter 

'1974-75 1 99.92 
197S.76 2 129,.26 

1976-77 3 :to2.9fJ 

1977-78 4 0 56.79 
1978-79 5 '72.94 

NUMDER OF OOO:GRV'ATIO.!:S . = 5 
NAt"W Ofl t:•E1?£Nt:Etfi' VA.R:tl\Bt.S ~ ~ 

tiJPJ·1B Of INDE~.~'l£NDt::rt.r 'VARIMI.Jr~ W 

"X/1') 

. 
COEll'.F'lC!.Et:JTS l Y a 122.23 • 10"623 1' 

ST. ERROR = (26.~09) (0.1131) 

1' ltlith :t::F 1o- 3 ~ (~.5~:t4) {•1.,3094) 
2 . · .. 

R = 0.3636547 
F = 1.7144 

tlt'll = 2.3970 

Fitted ;r: 
111.6 
101o0 

90 •. 36 

79.73 
69.11 

Grx~s QC!ft9.~. 11:~~ .. !?!...£fg~f t;'0J?~l, ,~!.ith ,.Qyprsea~ Cptu:~tries 

Year 

1974-"15 
1975-76 
1976-77 
1971-79 
1978•79 

for. the, ·pq£!~}-!~7~7S-;1 ... 9.JJ2l.1e. • 
T OBS~RVtW 

:[' (Gt:O:i:IS l'larter ~~~) 
1 · s3.9a 
2 71.17 
3 115.56 
4 119.52' 
s 96~94 

mJ~IDER Of.. ODBSEi:'V' l'if1 IONS a 5 
N.r.\VJE 01£' !IEP:Et\itiJ!;N'l" VNllABLE := '1l 
NMiE OJP !NDEPE~'Ji)E~:f.r1 VN.J..ZP.Bt.E o 'X' 
Lll.:JEM. REGRESSlOt~ ·AI Y e a+ 1:11' 
COEXi~FlC!ENTS l Y ct 77.353 <I• 7.2270 T 

S~t'.- Zl~ROR = (17.-.913) (Sq<\011} 
·r· 1;-Jith :t·F. 1. s ~· (4.3192) u .• 3381) 

t< 2 = 0.3737465 . 
F = 1.7904 
:Dl"J = 2.2305. 

e4~sa 
93..81 
99~03 

105.3 
2.13.5 



:·• 

140 

.. 
120 

1- 100 
~ 
1... 
q) 

"i:: 
0 
co 80 
(/) 
(/) 

e 
(.D 

60 

.... ........ 
.... 

........ ... 
.... .... ...... ... 

-•--- .._ Fitted Y 

-o----o- Observed Y 

0 ~-----J ______ _L ______ ~------~~ 

1974-75 75-76 76-77 
Period 

'17-78 78-79 

Fig. 6. Gross Barter Terms of Trade of Nepal with India 
for the period 1974-75 to 1978-79 . 

492 



493 

130 

Fig. 7. Gross Barter Terms of Trade of Nepal with 
Overseas counTries for the period 1974·75 to 1978-79 
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'L'he concept of !-oreign trade mul:tiplier £mplies tb~t 

a. change in export (&.:;) "t'lill leaii t~ :«: tirt1es ·dx. chan;e in ine~(dy) 
and thereby in ernployzneu-t., .In other words, it expresses ~the . . . 
change. in it1come catwed by- a ehange in export51 or in investment 

. . ; ' . . ., . ' 1 
.in an open economy in ~~,ihieh ineor!i~ s-kills over !ntq imports.~ 
Provided investment romaioo un~hmgc~ and foreign ~epure~s.ion 
is absent, the value of tt1e rmJ~ti~iier (!<) efJUale 1/{MPM·~1PS) 
where .tvll?l-1 anc t-1~ stan6s for marginal prO:t?ens.i.ty t~ import and 

marginal propen$ity eo oeve ret:pectivo·ly. Here it ,may also oo 
J.'loted that rti~r9inal ;ryrorA:::nsity to save ie the change in sav.:t.nQ 
associated with given change 1~ inec,'i'i'l.e (ds/C!y) • S#atlarly. 
absence o~ foreign repcrcum$-ion mea.n:;~ tlu;:t fi effect ,of' change 

in exports and or· imports: on natie)nal ·!nco~ ebroaq and the 

kleckt<;er6 effect t-Jhic:':h tb±s h(lls on fo~ign t.race anc':i, nationel 
income at home (een be SGlfely) nef,JlC:.:¢te6-u • 

2 

.. For a ::::mall, e9u..:r.ltcy liko Nepal whooa vol.t.vr.e of traaQ 

w.it..'l1 o\Ss!de "torld ·is ne~ligibl~ t.ne essUt'ilPtion of, tne ~eooe 
of foreign repai:c:ussioo ;Ls· quite vsltd,.. nesit1~,. tor a country 
lilte Nepal gi;'oss nat.tenel p:«.Jduct ¥;v!11 b~ appr~!mately equal 

to gross domestic . product ~~m.we of negligible .fiet factor 
income £~~ abroad• 

Relevan1:, time s~ie$, oata are not. availal'>le to com.DUte 

the value of "'the foreign trade mu~tiplier for: ~Jepa! ova~ a long 

period of time. Hoc:;ever,.· avstla'ble data for 1974/'75 ent1 1919/79 
., . .· 

1n<:1.1eate th<Et its val.tt? !~;;. 1.25 (i~~lble 9A~12 below)~ T:h'is mea.c"ls 

that if eXt,'Xl!'ts incr.endeu by n.s.t.oo, income inereat3es only by ' 3 w 

Rs.1.2S •. 



value o~ 3?-Gt,«f.!.!gn ~race. Mult1~11er 
1.974t?s ~.le1S/79, 

(ln Million ns.). 
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Increase J.n 
1974/15 197S/'7f;J 1978/79 

· ·• 1 · ·; r 4MA I -"'"' I • ,;,, o F1i 3. -~~:: \.~14-ti.~. 

1. Gros$ Domestic Produet at 
·· constant price::? of 1974/75 

2, Aggregste Natic:mal ~:H:win~f . 
as. a~ of GDP 

16$71 19779 
4.a e.c 

3, Aggregate National Saving 
in ab£olut~ ~unt •. 

. ' 

4, Marginal Propeusit'jt to sa,ve · -~ 
(Col.4 of ~ine 3 ~ Co1,4 of lin~ 1) ·· 

s. Imports 1Si.S 2985 

6, . GDP deflator 

7 ~ · Peflatec1 Imports· 

1oo.oo 113.76, 
1815 2536 

(Line S T Line 6 X 100) 

. 9~ !1ai:ginal Pror;-<!t:~aity t.o Import ... 
(Col.4 of line g ·'!.Col. 4 of line 1) 

9 • Percentage ctHlrteJe in Imports 
10, Percentage chwge in InCCh-no o:r!' 

GD.l:> 

11~ Income elasticitY of Import 
(Line 9 ~Line 10) 

-
... 

.. 
-
--

12, Valu<e of forei~n trade ;M.ultiplier 1;(0,40 ~1- (),32} 

1070 
13,76 
'1776.17 

11.3,32 
1.4026 

=- 11· o.a 1.2s 

~e:!Zcrences 

1. K.t.ndleberger, chaols, P., .,. -In.terf.lational .economics. th19a •. 
• • <, r • 

2. lbi() •g p.191 •. - . . 
a. aeejal. Push'kar, R~ 1 'l~tepat•·o Foreign !J.!rade eno Economic 

nevelo~-oont ., 1956/57 to 19'79/SO', -~ in CF.D4}. . 
Kathmand~. 1002, p,,43~, · 
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Nopal h-? ... '3 $out 810-82.5 1!1~116.,. !onr,;j opeil barter t·Jith Incia 

wh:!.ch is manned by only 21 cnc-e~sts.. s_mu.ggl.ing of goods into 

either country is qUite ecm;non. l:t has also foc:f.l.1tate<3 'by £t:'e.e 

e:-:ehange of citizens o£ t.t--10 eountr!c~o. Ths 8uel citi$ensh.ip of 

most smugglers also poses a serious p~oblcm for the ~dm!nistret.ion. 
'l'hey have thed.r no;:ninal silo;;m or 8ga(ldis • on both !1iaes of thE) 

border. On the Indi&l side, they are J:ndie.r..:s anc across the ro;.--te:= 

they become :ttepali cit~.:tzen13fjl .In some c~asee the father is an. 

~n,1ien while the son is· o }5~o.pi3li citiz~. 'l'he "smug-glers c1o not 

us~; the official tr0.nsit. pf.J:l.nts .ma obviously· operate ·their trade 

thJ;ough t.he local in!:v:~bitt.~nts of tht':t border region ~s safe ~ 
passage. 

Dorcer aree.n l.U-=.e 'Darjccling., Dhulaber~ l)arbi:I<Jnga, 

Bhage.lpur. Gorakhptu~. nexoul; etc. crta seen fl.ooded w.it.'h srt1U.99led . . 
item..c;. rn Dsrjee:U.ngt for e;{amplf!';t becatme of its proximity with 

• Pc!Shupati • in ~lepaleso t-..order the smug9lecl items are. freely 

bought. and sola. .Pol!caroon, vigi!E>nce ana cootorn.g while cla!min<J . . . 

to have 1:ecueed the~ ~O~Jnit.UC'~e of Bf!ll.1gglil'l9, co not lmy much stress 
on the ransacking f..>f e'enl st:tl:'v-econcrw.l .creGtecl by this trooea In 

Siliguri {Darjeoling diDtric:t}, bocau~e of adjacent t;hulobar! 

(Nepal border), a favn:ou:,s 'Hongkon~r mt'lrltot• has been f:b."mll'·. 

€:stoolioheo. It is like any other expensive markets in India. tt'he 

only Ciifference being tJ1et this rnt:.~rket. is fl:ooi2ec1 wit.h smugglerl 
items. One ,;oulci 4.".:ert&n1y. be emrprise.d b1r •hm~· openly they do 

. th:ls bv..vsiness • seene in that area whe.r:e it 'se0..ros to hmre rio 

cepartment like police, vi~ilanee end customs. Even if the r<3lid 

is operated, the marl-t~t. nover loss its foreign appearaP..ce. !this 

typo of comple..'"'{ invariabl~i' b:~corr:-ec:; ·tt1e safe shelter of ·anti .. soeir.ill 

elements also~ 

On the itilport £Jide, the t;Jooc1s smu~gled sre r.~a.inly . . 

electronic items t·ihich attract h<E:.flV"l.J import euty. :r:n. the presence 
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of limited purchooing pot'ler in Ut..')rJa~ tho neighbouring Inoian 

markets easily become aecessable to such cheap prooucts. Th.is 

gradually flourishes !nto a lucr<:tt.ivc business. Other goooo 
incluce SJl"Dthetic te,:tiles, ~J.p fcsteners and t1arcotic ~rugs 

l.:iJ:e •ganja•, opium and ·~hares' for t!Jhich there is no restriction 
on its cultivation and sale in Nepal. Some foreign luxury goods 
.such as · steinless s"tecl utensil~~ .nylon yarn, 'Jatches, etc. uhose 

en. try has been b.:1rmocl :!n :tndi~ are seen f loO<;ling her mark.ets • 

cases of smuggling of Hopali si.lvcJ:: eo ins aru~ gol<3 have. olso come 

to light. T.he Russian o:;nd Czchoslovak sugar ant1 fert:ilizer.s are 

smugglel! into India vie. Jai..!!lagar, Jcghan!, n.axmul and Galaalie.. 

'!te Indian p.r.OC".::l"oots that smuggled into Nepal are sne'kG 

skins t'.Those expot.."ts are banned in India one hides a."ld s1c!ns, jut~ 

goods., Dtainless steel Sheets, f~tr:Ol13U.'tV mica b.rUit.-les, tyro.S etc~ 

'J:he third eountr.t materiels are pt.Il.11l:iet1 into rncia through 

Nepal agoinet her trade ooti economic policioo. Si>nilarly; sem~ 

Indian produce arc att.racte.Cl into i'lepal 'by ms.oos of artificial 

incentives ,;:,no then ~e-.axported f:~O thire countries • This 

•cc;,m;nofJity shunting' ho1ps t."'le deflection of trai2e, causing 

astray to the actual iqpo.r.:ts ene c~l!r..orts. smuggling ae.rose the 
lndo-Nepalese borc?cr# ncsumin() about ns~4.C croreo anr1ually,. 1103 

caused an=<iet.y and alno irritants ·t·:;, the India."l \JatJern:ment oocm.we 

this type of mechanism h<]S drained 6\·lay a ecn~ddGrable amount. 

of foreign exchange frr.::iri Xne3ia. 

n·umpin£ oz: on~ug(Jlit1{3 into :tndi.a of third count~; got~d.~ 

received : (t3) in the fQt:rn of f:lit'l, or: (b) !n gift pareels~ or 
(c) acquired by r.~ans of :t:orc!gn exchange oarnee through !ncentJ~ve 

bonus. or (d) ot.het.""\'11Bco. 

The Chinese r;x:"licy of financing the-ir proj£-.cts in Nepal 

by the sale procoeas of thci.r g·:;}r;;Cs in W~p~l hS"'..re e:Js~.mtial.ly m,nrle 
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the Chinese goods cheepcr $nd ettradtive. ~hess gooos are 
autmarketing the Indian p.ro'oucts and entering into Im·Jia !n 

large-scaleo Since smuggling i(S a t''oilo-way traffic# Indian goods, 

particularly jutq textiles# mica oli1t:f rice ere smu~.ml€-d cut to 

Nepal for their final eJ(;pot:t to thiro countries, most probably 
China ~,Jho in vxchange supplies ·her cheap lu.xury items £or ita " 

final exFQrt to il'li.de marl:e.ts oi India~ ~·h~ unscrupulous traders 
in tiepal exploit thi~ illegal barter operations in their own 

discreet wayso '!'he smuggler-c~procucers import .r:aw materialf.:f 

\'11th the foreign exchange they eeme This is converted into 

manufactured goods ana in the \3b9eneo of local Nepali tlsmand is 
let looBe in Incio at cheap p~:J.ce~i II! 'I'he. lnci~n currency receivea 
in such e:x:chm1gee egain gcoo to fin~nce the zmug9l.intj of l:ni:·ian. 

gootle to China and othor ccunt.ric..~. 

Thus, the chief factor responsible' for smuggling is 

cheep gooes receiv~ Uff Nopal. lt:u;e to the ~:;rave paucit:t· of . 

internal eevclopmen·t func!s~ it t~-t.~C~i.~~S .L"'n,perative fOr her to 
depend on other nation:::: far helJ;. Hany countries including Ruzsie 
and China have c:omplieo tho provision ... aid in the form of chc.up 

gooas4 'l'ho NationEt.l.t.l'l:eoing Company in l'iepal has als·o sola so 
far only luxury anr.:: st:mi.,..lw.mcy goods received f.ro·m r;rant or 
on cleferrec~ pi:~yment oosis ft;om sovie"".; Union ant. China. Nep~l 

is also importing CO!lS:7~~crable ·amount of lu...,'Ury goocs fJr(..'\'1\ i~olteign 

eountrie::'j against her foreign excht:k"'!Age earnings. 

Another sign.if:tcent factor is the speculative· eco;n.e;~;!ic 

conditions bet~~;een th.e ·~;Ho n>:arket:s., !J'ill Il:lcian c1evalua:tio:n.. there 
t~JOO not eny significant .Jprice d:i,£fcre:n~e Orl either SiC'€ of the 

bord0r an6 customs dut-ie~~ t'Vere fairly low. Due to Indian cur:r.enc.::t" 
<:~evaluation the cost of .importel(1. g-oocs in India i:-iinediat.ely rose 

furt~1er anti srnugglin~ ~come more att..ractivrae 'l"l"ms, overn:tght; 
the Nep\!!i equivalent of z~s.lOO lC fell f1.~n Rs.160 to tiis.101.55 
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making Indian goods more attractive in ttepal.. Indta•s oevaluatiOI1 

was accompa'"!ieo ~J the imposition of heevy eJ:t~-ott duties on 12 
traoitionally importa..'1t o:Y.port it;ems lnclutiing jute rnenu£actures, 

tee, tobacco# hides ana s?d.ns and mlea. H'hile they attracted 
hea"r.t eX!,.'X>.rt CiutJes \·.rhen shippef! directly fran India, they coul.d 

fino their t~a}t to fo~;tgn m:m:J~ets t1uty free if they ~ent fi£"3t 

to Nepal. Some Nopa.l rosiding l:ndiar!s and the natives of the 

same were quick to cooperate.· 

'!'he lop,lilole in the Inc1o-!Iepalcse '1'rcaty of l960 also 
f~ilitate.d smuggl.~tng. Prior to this ·India ma"lagea the fore!~ 

exch~nge account of J.~cpal ana both. the countries follom::,d s im.ilar 

customs anu tariff Z:l.tle.s all~ therefore, i.;;$1e Chances of SffiU91}J'ling· 
~r1ere re.'Tlote. Accordi-ng tcJ the:: 'r're.aty ant~ mcmorendum of unc?er.st<?J'lCin9· 

(.tmnexure ll)'" Incia agreed to nllos without a,11y CiUantitative 

rtZstrj.ct.ions duty free 1:.-npout. of ~-lopnlcse mr;~nuf2.ctured goocs. 
utilising indigenouz !:&>.'' mate:rinlD~ :tt ii'Jas ee.p~ially a~rced 

that a separ:Qte st:trnu1Gtioo wot~lc oo required for rav1 materials 
of the third ai&%USJ e:cnmtz.y. origin.- Despite ti'H:~~se. India allO\Iir::d 

from Nepal tho U!lrc;mti:'.iet:o{; a"ld f..1ut~y free imE>Or.'"CD · o£ the thirc 

country goods .• 

!-~part from tr·ac: ooon~X>.ic faetors. ti'1(~ u(~:mitliotg-<."ltivc 

inefficiency ancl weelmesn ant! tJol.itical factors plf.iyt:::\'1 6-n imr.)Qt'tnnt 

role by letting the crr.~tlf!{JlerG g•J sco1£ree. Under tho r,xJ.litical 

factors., the· internotion8l tonsionc and b~ic C.iffo~eences in the 

1ceoJ.ogie5 are the £or0£1o.r>t~ t.ctu.::1l.ly ·the C\ezvelopeu CO>Ull.tries 

shoule hove supplied tho capital goooa instead of luxuriet~ if they 

really \'Jishccl to see t~epal incustriolly acvanc(;d. It. is 6.ifficu.1.t 

to asse$:;1 whether they arc sGlli..~g cheap t«:ith a }?Olit:lcel 

objective or to danornl.isc the ne•.n...(~~'nunif.'lt countries ~JherE:? they 

vJe-'lfit to propsgate of tho:tr ii1eology or purely on econo.-·nic grounc:s 
to unloao surplus proe,t'iCtion o!: to c<1.1pture new rnar1~et.s for Dome 



500 

non-traditional it.ewa~ Ht~Hever, th:W •e:eonomic penetration• 

into Nepal has exerted political impmct on ad.join.ing Indien 
territories. It is why In6ia vie~.1s it with gr:ave cone,ero. 

The soci~onoiid.c ef'1i!ect.s of smuggling are not so 

simple to explai.ne .P.dvers£~ly, both XntiiH encl Nepal are affecteli 

in their control, planning and price policies :in many ways. 

A strange situation is often created in which good~ iLirectly 

exportec from India have b' eo.""pete Ineian goods re ... exportf-:;il hy 

Nepal to thir(~ eountries.o Ileed.des, :t:ndian ind!J!;triet?J have to 

:Cace keen c~petition fr01n cheap for.aj.gn [J.lrc,euc~s t4hlch have 

crept into her marketc nom.ehou or other. The Indtan citizen can 

nOtA fl~tter' himself ·by U!.fing num.erous fashionable G'l"':lOC~~ ma~ufc-ci:u.'t'ee 

.:Ln. other cOw"ltries 9 Hn1~ing a reference to its ruining ef£e<::>t 

r-1r. Moohu Limaye has allegee that the unch.eckeu stnu9gling has 

brought so much co~pet:~t.1on to In6ian Hills tha.t com~equontly 200 

units manufacturing art si.lk foorics had closet2 eCMn a:.nc~ about 

3000 ~torkers had been laid off. t\cccroing tQ hi:;; esi:;imat:f.cn~ the 

manipulators made a profit of P...s. 96 lalilis in a year out o£ an 

invest~ment of Rs.4 .50 la'kb.s only. %;his. enormoun profit led to the 

eatablishment of 1'1UI'TI~.U::'O"US !acto:ri.:?s on the !n(!o..,.:.Nep{?)l borclers 

just to evace :tna:.ten customs an(1 c;;.conomic d:lseip1ine. The 

government of Incia is losing revenue. The lozs o£ income tax, 

excise dut,y enGJ. cu.~tetli8 tc;;. the !ndian go··.,ernmcnt 't;Ya$ estioatcd 

by Mr. Limaye at ns.a l~1;h(S a clay \1hich vJorlm out to be Rs.29 

crores for a year. 

It has brought u 2e-moralising eff€-ct: on the govermoont 

and the peopl~ alike an6 tAl:.;s led to uioes:-pre~d Ct:)rruption# black 

madieti.ng and other fJI.::.<:i·8l evilo. Th.e huge profits oa:r.nea allcr.<J, 
the offer cf large br.ibc 0.;."1e the tempt;a:tions to accept the ~;atne 

is difficl..tlt to resist. C:{he lure o£ profits takes thetn to any 
event even bel0\·.7 thei~ oc.c!ial ei.:~::r~:::.us. 'l'hc tmeer-invoicin9 ana 
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over-invoicing techni.es.ues have invitee illicit foreign excl·H·mge 

in Nepal. It has also made di£f.!cnlt. to collect data on balance 

of pal'-rl1\.~nt .. q bet.t..,een the 1::t10 countries• Consequently. tho!r ficeal 

policies have 1:.-ecome ineffective .and black monmy runs into 

circulation s.:peeoilyo l~ll this !s ht1P};i'Cning at: the cost of 
long .. te.tm in£1ustr:ial e1evel0.}!).11f)O'"t of lJOtia In(1.1!a anc3 .t~epal. Zt 
hoo also p.oseo a £H9rio~ la\;1 anc o:t:<;'1er problem. 

Attempts have t:een mede through talJa:> between India 

antl NE::~pal on thr; question of che-cking unauthorised t.rooo~ The 

Kathmandu t.all:.:s held on 29 JUly" lS)SO; for e~.gmple_ broke off 

abrur>t!y because of ~.Jepal•o strinryont decision on the issue of 

'import licenses for quan:tities much beyonO. its .reqUireme-nts •. 

They maintained that 'even !f ~:-Je only l:my 10 ,per cent of our 

requirements, some of it. will be smuggl(;~d into India because of 

the demand and su~ply [IOOiticn in your country (India). • 'i'his 

ru.ling was not acce:9ted by the !nt:'amn goverrl."'!ent.. Nepal 

government ~ts view that N'or)al has less to loose and mu.ch to gain 

from thia lucrative act:.ivit.ies, but they h~-ve forgotten thct tl1i~ 

is happening at the cost of lon.g-tetm. inoustrial development. 

Ho'to~ever., the tMo cotmtries have eg reed U!JOn a 

nuilher of measures to eheclc smugs;ling~ Do·th countrieS> have s!Z:!t up 

•contact points • and inel!ct~sing i.'.nd str,::mgt.hening curveillance 

across thG.! corm1on bo.tc7et·. In ru'l a..'"lother moetinq also on i:-1ay. 

1982 I:aeia ane N0pel have 8.f.&r.oed en a mechanism to keep in touch 
- ' 

with each other to exct1ang(.'3 .infott11atic1n in an effort t.o curb 

smug-gling ec.rosz the eorrrnon bor<:JeF:.. Contet!t points h(:';V<a been 

clas.:tgnated in t~1o eout1·crios .. an officer on special duty at t.'he 

Directorate of n.even~ lnt.ell&g~mce ot Ne-1 :e(!lhi ru1d ·t:ne 

L:l.rectorate...Gcmeral of Cu:.;;tomz at :Ko.thmPJniiu 'rJas cleputGt'l for mutual 
COOperation in the matter Oi inV~t:>f1tigatiOrl·• tt v,;ag; <?JlSO agreed 
that 'the N~o:.pal customs chief and the:: Collector of customs, 

Patna shall meet at intcr..Tals of si:x months •. 
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!f.L"'ns,?a~ u~~e ()f£_,J-.;,25Ch<.m:-1e of ~le29lese . Ct'U'iJirZli!!.q'¥-, .. 1.?~· 

Ill. II Ill 

u ~s • dollar · 
Pc;.uno s torl.:l.ng 
Australisn ~ollar 
Ca,tladi.at·~ tlol.la; 
Std.$S Fran~ 

neutsba tt1er-lt 

Netherl&1d ~t~leer 
s ~nga.pore dolJ.ar 

French .Frru1e 

Ineian ms-ee . ~ . 

J~l'snese yen 
Asian rnonE:i"'.:.:acy un~t 

swiaish Krcr~r 
Italian Lira 

A~tralion ~eh~lling 

Delgian FranC'! 

tl,. ... 'f ............. ~~£ J 

Unit nuying 
at l a n 

1 
1 

1 

1 
1 

1 

1 

1 

1 
100 

1,000 

1 
... p- •. 

1,000. 
100 
100 

nates 
A#. ~· 

20 .• 90 

32.'19 

1'5.41 
15.05· 
11.44 

9 .. 53 
8.46 
9 •. 43 

2.99 .. 
110.00 

126.57 
24.99 

a*tt ...... ... 

Re • .2o94 

13.02 

134.71 
46.43 

,~t.xehangs_ Rate with Ina!~ 

Rs.100 ll';ll N ns. 
19Sl - 12e.oo 
!958 - 150.00 
1960 - 160~00 

1956 
1967 
1900 
l9S$ 

- iOleSS 
.... ,135.00 

145.00 
11o~OO -

I ill ~~P!··~~~:Wai·l 

·selling 
:tt~eis ,, 

.\Q:. go& •w rr)'IJIWe,...,..·• 

2'1.10 

~2.-54 

1s.ss· 
15•21 
1'1.57 
9~63'· 
a.ss 
9.ss 
s.os 

170.15 
127.92 

~· . 

24~94 
..... ~~-~~~""·$!.~lllillll. 

II 

• 

' ' 
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,O'uly 1.970(1910·71) ,. 5(~.7 July 19~ (1954-ss) es·•o 
,< 

1955 (1955-56) 9301.0 1971 786.1 

1956 99•2 197~ 848~4 

1957 83 •. 9 19')3 1003•9 
., 

1974 3.a·;3~ 1 

1975 1..3-32. s 
1960 120.2 1976 1447~3 

1961 152.1' · 1977· 1852 ~o 

1962 165.,1' l91B 2059,.·7 

1963 1'78•2 1979 2$04 .• 9 

1964 259.1 1980 2930.4 

196$,. SlS.6 1981' 3207.8 

1966 367!1 1982 3611~·5 

1961 3~0-.9 19S3 4348•9 

196S 44~.3 1984 622.•6 

19~9 509.4 1985 ~554.1 

- .... , .• t" ... :1 


