Aopendix to Chapter 3

Appendix & ¢ "iintual Benofit Pro ects” o

"utual Benefit Profidets' which were undertelien by
- both Indis and Hepal have benefited them lavgely. In the

pOsSt=-1951 pericd, Indic storted meny projects in Nepol.

Powcr goneration ls a sphere which offers
extensive acope for Indoe=Nopalese Coe=oparation.  Hext €0 Brapil,
Hepal has the lorgest power potential in the worlﬂyi There
are an e@t&m&teﬁ'é,ﬁﬂﬁ rivers ~nd streazms in Mepal and the
total length of these rivers and streams exceeds 45, 000 ¥nte
The hydro=power potentinl of the country as estimated by KRS
is cbout 83,400 Mi. 2z against thisg, the present denané for
power both industricl and Somestic on the basis of existing
distribution lines in Nepal is placed around 300 Mi¥e On tho
other hangd, the pover ¢enerated in the Kingdom, presently,
is hardly 87 K3 which ig likely to rigse to 281 #J by the end
of the eighties,. With the present installed capocity the
per capita availebility iz below 24 units per year in Hepa)

against about 175 units per yesr in Inaia.g

IZhe Kosl Project @ The first project undertaken by India was

the Hosi project the agrecment of which was concluded in 1554
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¥osi rizes in Tiket at an altitude of 18, 000 feet and §imwa
through Nepal and Bihor before it towches the Ganga near
Fursela, fork on the project was  delayed owing to the
political deadleock of 1960-G2, Vhen the Indo-Hopalese
relations imprmveﬁa there remained en impﬁeasieé smong the
Nepalese thot this project was uaﬁektakﬁn by India ?fimaﬁily ‘
to further its oun intoreste The cconomic develorment of
Hepal haf not receilved due attention. Complaints against the
project were also raised, on the eve of King Hahenlra‘s

visit to Hoew Delbi in August, 1963

Sth@quenﬁlyj India signed a revised aéﬁaﬁm&nt 5& zhe
Kosi project on Decerber 19, 1966 so that it could be more
beneficial to Wepsls Under the agrecment, the government of
India committed to pay compensation annually at the rote of
Rze5 (1) per ﬂeméli Bicha for all lznd that had so far been
acquired for the project by Indise It wes also cemaeﬁ@é.by
Indéie that 1t would surrender the lend to Nepal on which the
‘sundt is situsted, Nepal, on its past sgreed to pormit

the government of Iadia ﬁo maintain and operate the resouitas
of the *Bund?s 7The most notable feot wés an @xyliﬁit
unferstonding between the two countries on the right of Hepal
to take over all the properties of the project at the eénd 0?

3
the 19%«ycar lease by paying reagsonsble compensation o Indlae.
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In Hovember 1973 India agreed to give compensatien
gt the rate of Rs.10,000 per bicha of wnirrigeted lands and
nglz.ﬂﬁe @ez'biﬁha for irrigated landse 280 hectares of lands
have been soguired and India gill.have o poy Roede’ million
for the western canal of Kosi ?r@ject. The westem canal
gystenm envisaged drrigation of 7.73 lakhs acres éﬁ land in
Darbhanga and Monghyr in Bihar and 70, GO0 acres in the Soptard
district of Hepale The castern canal system would provide
irrigation to 14.04 Aaﬁn,acxes of land in @urﬁam and Sharsa
district of Eihﬂ?b A p@wex~poua&y;with &n‘instaiiaﬁ capacity
of 18,000 ¥ hes boen started in the main eastern ¢anale Indis
ganctioned Nse2s:12 erores for the sﬁhabilitaﬁien,éah@m& of the

people displaced by thie prcjectaé

Fhe Gandak Project 3 Cendak project was anothar scheme the
agreenent of which wes concluded in 1959, It aiméﬂ at haspensing
the large irrigetion and water potentisl of the Candak f&vax Zow
the common benefit of Indio and Nepale ‘The Candak Preoject ic
locate€ at the trijunction of Nuopal, Bihor and U.Pe The
agreencnt of 1952 grvisaged construction of a barrage noross

the river near Balnikinagar, ewcavation of the main western
canal system, main eastern canal system ané construcktion of a

power house in Nepale

There wags ne difficulty in concluding the agreements

before 19061 except for a few gerious anti-~Gandak pact
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demonstrotions, Thoy tried to popularise the view that the
sgreemnent repres&nizeé s sallsout teo Indiz since the iatex

was going to get the lion's share of benefits from a
“Nepalese rives® .ﬁ Thics argunent was applied with greater
foroe to Kosi m:@j&s:ﬁ which offered more irrigetion fascilitics
to Indize In 1954 Indla itsclf sought €© compensute ¥epal by
offering to builé Trisuli Hydel Station. There was, it wag
true, no gul€ pro cuo on the matter but the feot remained thot
Trisuli Eﬁgar&seﬁt’&ﬁ India®s Ygift" to Nepal for posmitting

the conptruction of ¥osl headworzke in its t&rri%:@xgﬁ

@

Howevey, the Gandak poaject would afiord igrcigation
facilitics €0 1443 Iakh acres in Hepals A pover ﬁ@zzﬁa with an
installed copacity of 15,000 kw to e constructed under this
project within MNopal, would become Nopalls property along with
the t;'e:mmniszsiﬁm iinee running through her terrvitorys The
annual ircigeble sree in Bihar £rom the Canals would be
27432 lokh sores in Champaran and Muzzaffarpur ond Darbhanga
arcafe 41ho povwer house commicsioned 1979, wes landed over
to Nepal in August 1981, It hes already supplied 42.5 million
units of clectric pover to Nepal and would irrigate 60, 000
seres f dland in Nepale. This has been built by Bihar |
governtent on behalf of ¢he 'Iné.‘l.@n govermment ot the

. 6
cost of o 10 crorese
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Ihe Chates Conal & A majer drrigation project in the eastom
flenal « the Chatra Canal Project for which an sgreoment weas
signed on :izcsvgmbeé i, 19¢¢ has 2130 been fnplemented. 70 moot
the Hepulese criticism that the Rosi ﬁE)Eﬁ;jeCt gave much more
benefit to India %%mge:m&@&h Nexr Lielhi cmmstructéé‘a i’.‘?m Chatira
Canal in the E":é:s‘i b&smﬁ This z}x‘mjeé‘t: is ﬁeswrwﬁ o irrigate
Cel2 lalky acres of land in smsax;i and Morang districts in
Hepale It hag been executed through the River Valley Project
Department of Eihér.\ ‘the constructicon of the wain canal, a
branch capnal and ”'1;%:@ head regulator of the project was

completed in 1975 ot g cont OFf Roei25 millione

The Tricull Hydel Project © Based on the Indo-Nepalese

agreement of Hovember 20, 39523, tﬁ@: ti?risuii Hydel Project

wos comploted on Rovemben 17, 1971, It coneists of & diversion
cam power channel, balencing resexvolrs and a power housce This
project cost Rs.12.17 crores. The pover is Leing tronsmitted

o Kathimandu Valley through 18~miles long high tension
trensmicslon linese It has an mzatalied capacity of é:l. 006G Eégw,g
The pover beiny generated i not e:miy meating the needs of
Kathmandu Valley but sise is ﬁlmaé:mg gown south, ricght upto
Birganj cn the mﬁmmpal mmem Bnroute, it iz providing
pover to three industrial estates at Ralajuy, Paton and

Hithalida of Nopale



The Pokhrs Hydel Project s The Pokhra Hydel Projodt, slthough

modest in cizge hes considersgble importance for the development
of tha valleys The . Infian Cooperation Mission has now completed
the Hy&el sehene whieﬁ has electx‘#ﬁ:!.@é the Pokhra twoun ané'
valleys This project ‘nas a c.asgéémy of 1,000 Kete %he hydel

gtation at Fdkhra v&eé cmm:iam.omaﬁ on Hovember 1, 3;;&'3%?;9

3 The foun€ation stone £ the

Ro+40 crores Devighat project about 70 kme north west from
Kathmondy vas leid in Pebruagry 1981, The 14‘1‘ 7 pevichat
projfect will ke the £ifth Indlan aided hydel project being
implerentod on & iurnekey basis® in Nepale The project
planag to wbilize tall vators Of 12eyear-old Indian aided

- _ X . .10
Trisuli Project, G5 kme« north of Kethmandue

The power generation from the statdon is evacusted
thé@ugh 4 40wkm long double ci;rcuit traz;smigsion line %0
Chabal 4in the Kathmandu Valley. This wast constructed by
Naticnal lydroealectric 'mwe: éérz:ar&tiez1 {RHIC) under
India’c tochnical and ec@nazz{ie c:mdg&eratieﬁ {at the cogt of
Rge73 crores under gramt ass 15&%@@} o It was formally

inaugurated by King Birendra on March 9, 1984 .11

Zhe Penchcswar Project ¢ The Pancheswar Project on Mahakall

river which marks the beorder of wastamm Hepal with India, has

°
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not been @t&ﬁaﬁi as vete In Merch, 1976, both the governwents
decided ¢o set up a Joint Committee of experts for the |
investigéticn cf this ;3mject. India has offered to mect the
entire cost afﬂ Bse74 million for technical investigation of
this projests India's stand is that since the Mahakali iz »
‘bcm‘ex: ;";’ivé‘fﬁ. the m_s‘mﬁim of this pro 3@::'& aanna£ ge:a exclugively

to Nopal as soughd by ite

However;, an aglecment was signed in Cctobon, 1980
for the oiecution ©Ff this 2 million kw prolect at g sultseble
site with & power atation on both gides of the bopdere Both

sides agreed to accept a consultant from the World Ranike

Zhe Raptd Froject 3 The Rapti Project is about 250 km
aounthyest of Kathmanduy, Unlike India’s earlier propopal for
the Rapti Project ab Jallhundi, Nepal prefors its own scheme
of multirurnose river zpmjéct near Balopong about B30 km
upstreem of Jallun€i. This 80 metrea high dam i pronosed
to generate 3¢ Md Of energy am;? irrigate 68 thousond hectarcy
in the Peokhuni Valley, Kapitsbastl an¢ Bonke districts. It

is estimeted to ecost 85.100 crores. The Cenadian Development
N . . . - o R i2
Agency his alreedy started during survey of this projects -

The Harnali Project § Karnali is the third, but the sost

important miver which hed treuendous power potentiale Fog

long Hepal, which wentod to diversify her aid resouries,
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evolded giving the @zmﬁact to Iuéﬁa ané tried to involve
other peperse She, howvever, felled to £ind an alteragtive
SUPPOTE = the UsSey UeKe, UsSsSeRe, Japan @nd the Norld Banl: =
all were apgxoaﬁheé,'én@ ultimately had come to terms with
Indiae. In &pril, 1572, R.0.Bistg, the then Hepalesé Prime
Minister visited ﬁéw Dolhi &nd asked for Sﬁp@@fﬁaig Indla
and Nepal have :aacheﬁ'én mnéezstanéing for investigation OF
the Kernall hydrowelectric project which will geneprate betwoon
4003 to 000 M of power and irrigate over three lakhs hectares
- of land in Nepal and Indiae A team of Indlen exports 1edxhy'
the Energy Secretazy, proceeded Wiﬁh-iﬁVQStigaﬁiﬁﬁﬁ of the
project. The funding of the project would-be decided afier
ﬁh@ dnveptigations ware overe Gfficial thinking in Mepal
favours & sigeable scaliny down of the proposed Karnold
multipurpose project in ﬁaxﬁgast@ah-&&@ul and opting for the
more nodent Y loop pover project®. Hepall Qﬁﬁiaial,ﬁ@wﬁgager
wrote that tthe success of the Kamall project depends ¢chicfly
on India's fgrmal'ﬁammitmenﬁ to buy the surplus pﬁﬂ&r."la
India will contribute Re.50 lakhs to the

construntion of Chandra

canal ?rwvéatvb@img built wnder
Indowtlepal bilateral QO‘@%&E&tiOﬁqiﬁ The recent agreement
between India ané'ﬁggai; éigmed on Sctokbor 29, 1984 provides
‘upgzadaticn cf the Chandra Canal located in eostern Hepal,

the conctruction ©f a pumped canal and distribution of watey



from tho tlestern Kosi Canale It ostimeted cost 0Ff M Rs5e37.0%
| is

crores covering 34, 000 hectares of land under 1rrigatione

Zoble 52

Pover and Irrigation Projucts in Nepal under
Mutval Penefit dProjectse

Sche@c»s S - Pover Irrigated srea
Karnall ,,4.'60(3‘ My 3 inkh hect.
Rapti ‘ 36 Ml 68 thousand heots
Vevichat 1401
Trisuli 21 %

Gandak | | 15 M3 &0 thousand Aere
Kosi 18 M

Panchaswaz 2 Million W
Pokhra | imw |
Chandéra Punp Canal | . 34 thousand Heclbs

Chabra Canal 2412 lakh Acres

Source ¢ Chaturvedl, S.% 3 'Impact of Incien Hoonomic
ALd and hgsistonce on the Levelopment of Hopal ‘'
1986, pelle
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Srmendix to Chapter 5

endix B ¢ India's Add for the Develooment of
" Iinfraestructure in Hongle

(a) Zropepvort end Commmication Lioks, -

Most of the Indian =2id¢ during the two duocades
of 19505 oncd 1960s hos been rendered in the building of the

infrestructupre in bzezz:éal.

The major ééag in thi& direction taken by Indim
was its collaboration with the U.dshe after 1959, The
colloboration underiined the similarity of their approach
tovards MNopale It iz significant to observe that the idea of
jolint progromme was conceived at 2 stoage when Hepal much
agalinst the wuishes of both ;‘.f;mféia_ and the UsdieNes kad started
cultivaeting relations of imtimcsz with Ching. Since %;nth the

countries yanted w0 counteract the iavolvement of Ching in

¥

Hepalds political and eceonomic sphere, they along w%i:hi E}epal
readily agreed in 1958 to lsunch a 'trigmrtita egrecment oi’ ol
constriction. Under this programme the Regilconal Transport
Cygonisation (PI0) wes to construct eicht roads, nanely,
Raxaul«Bhainee, Sonauli-okhrs, KathmandueTrisulid,
isepalgenéiaf::imr}‘het, Ehalan=Uhonkuts, HathmandueJonokour,

PhangehisDguda ond HotudoeBeitodie The cstendible Purnese



of the BTG was %o féﬁili%am, the rapid :_arimvey end
construstion @f key reeds of 1173 ko in Hepale But it was
dismantied in 1961 ofter emm:glaﬁ:ing only 326 kme 0f mokorable
ﬁ@a@g.*? . »4_

Zxibhuban Raipath _ ‘
This 73emile long first Hetional Hichway of Nepad

linking Thonkot (near Kethmandu) end Bhainse completed in
Decenber 1956 with Indian ésss-iamma Of HueDeHS crozes and

was handed over to I in Augus t. 1565, %:m road Eﬁs@mﬁmw& the
‘Hepalese government in mﬁtﬁ@@@ﬁ “-;;,-‘:hez?es., For ex “ﬁﬁiﬁlw rovengs
earnings, Ioreimm cmrf&mfg sarnings aad mz iom m§e :mc;:m ped
tx&ﬁe,nﬁ@ésiy; Differ é:.nt industries like Bi rgang Sugar Tactorl,
Hetauda Sav 8ill, Janskpur Ci c,;& oot sact;wy otece got the
opportunity to estabiishe Besideg, agrim:ﬂ 't:u 2 has bheon
‘d@eply affocted by this roedes About 8%.6% of chemical
fertilizors, 59.1% of lmpooved s&%ﬁs‘? 60,405 of improved
toels and 83 of insecticides were uwsed during the 3rd PYP in

the Central Develooment Region thich has clese prowimity with

this rogds

This Rajnarg gaag:u?a:i.y known as SonsuliePokhrs

Highway was stoghed in wéfsép This starcks ab Inddan bordes and

ends st folhre. This 200 km highvay wes completed im 1071 ot
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an estimated cost of Ru.20 crorese This road slso focilited
Hepal in @ifferent wayde For instance, this road has broucht
a reducticon in the cost of transport in the reglon az a whale.
It affected the tracitional pattern of farming in Pokhra with
redistribotion of income and development of commorce in the
hills. This road has made gagy to attract the twuﬁiﬁts in
the natural velleys of Fokhra - thus affecting Hepalase
tourists Industry. The roed also has generated increasing
amounts of commercial freight st a much cheaper ratee On the
othor hend, the prices of ghee, a major export of Nepal, venk
up nearly 23% while the price of oranges went up nearly

400 to S0CGerS

Mshendra Rainags

The pignificent and major venture undariteken by
India in this field was the construction of 'HDasteillent Hichway:
known a5 *NMehendra Rajmarg'e It may be noted that at the
initisl stage, India hesitated to take up this ambiticus
project, with the result that China ggrecd to construet some
100 miles of the highway in the castern sectors The very
idea of the Chinese oiporks working so close to India’s open
border feund India to zevise its sttitude., India vigorously
tyieﬁ‘amé-au¢cee&e& in Impressing upon the ¥ing through its

Ambassedoyr, Sriman Noarajan, for the conatruction of the
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Highwaye. This wag indeed an outstanding &x:ﬁiéva:vmat on the
Indilian diplomaoye. Sx;ﬁméqu&mtly. an agreoment was concluded
for the construction cﬁ't;he eastern portion of the highway by
the Indian Co-operation Missilon. &aAccording to the present
arrangements, India heag taken up the construction of both

¢he essterm as well &3 the western sectors of the road;

which Pc@wfzzt‘ éw ‘mu@s oyt of the entire stretch of 6460 miles.
The remaining portion iz keing constructed jointly by the
Scoviet Union, the United States and the United Kingdome

India iz building this rosd at an estimated cost of Asel00

. ! RS
crorese This highway hos made the sceial mobility ﬁﬁstexgw

KathmondueTriouli Rood

This roaé¢ was constructed by India mainly to
facilitate the bullding ond completion of Prisuld Hydeld
Projecte The nearest rellway Stne. 48 180 miles away et
Raxaul from vhere matezi-&is Jlike cement, stee) and timber

vere brought into Yrisulil project.
Other Roads

Besides the above mentioned major rosd projects,
the government of India cooperated with S in the construction

of smallor rosds like Makrawaebunbinl Road (8 km), Balaji Road{3km),
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Pripureshuar«Thankot Road (9 hm), Jenakpur Toun Road (4 Im),
Dakshinakali Road {19 lm), ﬂanuéen Nagar«Rajbiraj &@&é (1345 ),
Hosi-Gandelk arxea roads, RathmandueGodavari roads (16 km@}gg

Thus, about 2,000 miles long roads have becn
cenptructed vith India’s ascistence. In this way India hos
tried to connect Kothmanduw with a1l ifoportant commersial centres
and big citicon of Hepal providing easy transportationsl foacilities
and social meblility o comon mane. This may be seen in the
table below 3

Zoble Ge3

Roafs constructed in Meval wnder Indian fssistenca.

Roads ' Longth Exnenditure -
Tribhuvan Rajpath 73 wmiles 795 lakhs
Tripureswer ' 8 146
Eakrchwa _ 5 . TS
South ¥Kali : , 82 : . 176
Trisull : % 10740
Sunauli-fokhra 128 ‘ 14570
balajun 3 3.0
Eatahpuxbﬁanali BeS 12040
Hanuman Hagar 2De% 2262
Jenakpur 245 445
Mahendra Rajpoth | 41040 50060
Godaward with BI0
Rasxtaul, 450
Bepalganj 7040
Tharan S0
Janakpur ' 13046 1370
Batadi 15040

agion _ %g.g
. C1912,.5

Ecurce 5 ChROGLTVGLi, Celie § TIapoct OF Indien LCCNOMAC ALG and
Asslstanee on the Lovelownont of Nepal', 1986, ppel2e13.
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Besides bmi&éing the roads, India haed siso
embarked pron the constmetion of sir-fields in a3 €forent
parts of Hepale The airefliclds aré essential mechonisn in
the rapid development of civil aviation in Nopal spnd are
yseful in stimulating the economic Jevelomment in the shoence
of many all-veather roods connecting various paris of the
gountrys. ~Apant f£2om the permanent allewesther Gauchear alrport,
equipped with modern focilities and technology, ot the cost
of sbhout BE3.70 lakhs? India so far has completed work on the
alrports nanely, E;ha_a:!,réga,' Biratnagar, Janak;mr, Mokheoa and

Zinra at & cost Of Esel eroree

Bostal & Pelecommunications

in 1981, the modfern communications éysﬁem5‘was
virtually noneexistent in Hepal. In 1956; Hepal botame a
mesber of the Universsl Postal Union. Indie also assisted
Bepal in the ficld of postal and t@;ge@mmunicaﬁign.aexvicego
She provided assiztanCe by sonding experts, for modernisation
of Repalegse postel services and alse extended ad aid of
Rpell 1&?%9 for the econstruction of muthmanéu'm Ceae w2l rost
Cffice, Eiﬁ@ﬂ&igﬁ g@ut w£££ca in 1968, HNew Delhi also asssisted

Nepal in the £1i¢ld of telegommunications service by insitalling
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a direct teleprinter clrcuit between Ksthmandu and Hew DRelki
in 1970« In the 2ame year, Kathmandu-Raxaul Televhone line
was aloo conmissioned. In 1968, g teleprinter link between

L N ‘ v ' 23
Kathmande ond Caloutla was also set upe

Some further aid in trensvert snd gommunicotion

A list of recent Indlen alded, agreed spd
eompleted projects on transport ond communication in Hepal

s given belows

{1) In 19639, to link Biratnagar of Nepal with
Caleutts, on overhead Ltrunk telephone has been laid through

Jogbani apd Forbashomnie

{2) In 1971, censtruction of the single span steel
bridge over the Kali Gandski river st Ramdighat on the
Sidharthe Rajmarg which is the largest bridge of this kind

in Nepals

(3) February 1972, incuguration of Kathmandu~Bombay

@direct proiile, telephone, telegraph and telex circults

{4) 29 Tecember 1974, inauguration of telephions
exchange in Phodrapuer at & cost of Ro«0e6 million with a capusity

of 250 copnectionSe
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{3} 14 Pebruory 1975, inauvguration of telerhone
exchange in Jenakpurdham costing Rs.8 lakhs with @ naopacity

Of 200 1iness,

{6) 22 Fobruary 1975 & 16 kme Kathnandusbsdavard

road was indugurated which incurred a cost of RoeBe5 million.

(7} 25 Pebruapy 1976, inanguration of o 293 mstre
1ong bridge on Rapti river at Bhaluvey at @ cost of Re.06

millicne

(3) 11 Mgy 1976, opening up of 2 46 ke metallod

road from Randpanwa o Srisuli.

{9) 12 January 1977, in suguration of 2 1300 1line
automatic alr conditioned telephone exchange inctalled in
Eizatnag&qg

(10) 7 Hovember 1977, in cugursticn of Kamla

bridge (640 mt. long) on the Kamla river on the Mohendra

Hichway. It cost Ho.40 miliion.

{11) 16 ceptember, 19785 in a Momorandum of underotonddng
pignod betvesn Hepnl ond India both agreed ©o construct a rallvay

line to Udaipur at thoe cost of Hgl.20 croregse

{12) iIn 1081, the micro-wave systen wae completed

upto Raxaule

(13) In 1903, a coe-aunial eable link botween Birgenj
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in Nepal and Raxeul in India was ¢ompleteds This hos opened

36 communication channels between India ané Hepole 23

(b) Zducmtion

Infia has directed its assistence in the fleld
of sducation in Qmer o offcct genéfal sccial change in
Hepal. The £irst mojor step taken by In€is in the £ield of
higher cducation was the setiing up of the Trivthuvan Univereity
in 1960« To start tz;‘.t:h. the oozistance was giv;sm by providing

for pontegrucugte tc,uc‘ﬁmf;; in itz varicus departmontss The

governmant of 4: dia hed also extended 1lts aild fur the construdtion

of varios ézui.zémm of Selence El@(zk, research contyre, librory
&t::, Indio so £ar had spent Res+80 lakhe on University's varic
schemes and has cammitted r;a spend anmhm 53 lakhe «~.23 On
Novembes, 1972, covernment of Indis handed over la!zwatogy
equiprent uorth Rs;‘iﬂ. 000 to the Zoolegy, Botany and Chemlotry
Departoents of the Tpibhwwen University as a gift from the IH,
on 27 Lacembesr, 1972, a hostel constructed for rosearch scholers

“at tho ”‘gﬂmuwm Undversity cogting Rse 6 lebhs was incugurstod,

Indials cooporation iﬂ the deyelopment of education
in Hepal hes been unicue. Perhaps more then 0% of Hepal's
experts in different ficlds hove beon trained in Indis., %he

Schocls and Colle

Ul
&

ges of Indis welcome Hepall students irrespoctive

of their morit and cualifications,



India vhile deeply understanding the
archaeological valucs of Nepal and in & bid o preserve
these valuable iteme sent a number of archacelogical expertn
from Indlae The services of an archaeological advigcer wvere
made avellable in 3959 India also set up a Hatlonal Archives

Euiléimg in Mepale

India will provide Hepal Rs.3 crores for the
constouetion of an internaticonal archacclogicsl museuwn at

o

Larkind, the birth place of Loré‘ﬁaﬁﬁna.‘%

Besides providing financlal eid, India haes
cooperatod with Hepal by providing training facilities to
it naticnolee The ossistance was of tremendous significance
in the vroctzs of noking Nepal selfereliont, Indias started
providing training €acilities ag far beck as 1952 upder the
Colombo Plon and Srom that time, over 2, 300 persons have
been deputed from lMepal to India ﬁmr‘traiﬁing in thezfielé
of scicuces, arts, sgriculture and medicines and of the over
1, 506 have already rotummed to wﬁpal.‘ India has also extended
its assistonce by sending eXperts on ad hoc bacis to render
a@vice and by arranging visits and study tour of the officials
of Nepalose governmeat ¢o various projects in Indlas 8o far
more than éne thousend Indian experts hed worked in Hepal, out
of which sbout 200 were cngaged in roed, irrigation works

anal some other projects.
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InGla's mssistance in the f£ield of sceial services,
inciuding medical and health service, has been sicnificants
.Aié hag been extended to the 'Propkar Sri Panch Inﬁra,ﬁajayé
Laxmi Dovi Haternity Home! ot Kothmandu not only by providing
nedical personnel, constrection of acditional bullding, but
also méaﬁing the running expenses and the cost of medicines.
India her boon cooperating with the Nepalese govermment in
the implementation of various projects for the supply of
drinking water im & nuiber of places. 24 such projects have
already boen &sken up, benefiting about 4 lakhs of naople,
the cost of water supply scheme token Up was Rg.led crores
ané they include sizeable schemes for Kathmanduy, Biratnagar,

Pokhra, Birganj, Janaokour and Rajblraj .«25

Technical Assistance

The transmission of knowledge usueally called
technical assistance is not merely a matter of technology in
the nerroy sengse, but includes managerial and éﬁmimimtrat&va
skills and arrangements. %he pxaé@ss‘aﬁ‘pxoviéimg tectinical
assistance involves a number of steps « agreeing on the psmj&et!
£inding competent persupnel te cargy it out and ssnuring thgﬁa@ﬁ

on the gpot arrangenents that an actual transfer talios placess

Again, the types of this assistance depends on

the stage ©f develormant of the recipient countrye There aze



465

two main chonnels of passing aleng skills and hnowledge, one
channel sonds advisors, trainers and cemonstratoly, the cthern

. 26
brings stufents and trainges.

Technical assistance in ¢ifferent forms ﬂas} boen
the hallemarl: of IndoeNepalesze cconomic coopsrations Iﬂﬁi§_
undertosk this mainly beoouse of Nepal's least doveloped
chasactes; very low incoms and high illiterscy rates which
were causad by location, alimate, lack of 'ﬁéstutaa. PRODUNCEs,
social and political orgenisations and scattered pozulaticns
Further, this wes aimed at lucressing the domestic stock of
skills and profuctivity and to strengthen end supplement

Hepal's copacity to produce néw skills.

The implementation of Indilan ald progrerme in

Hepal iz seoured through deputation of Indian experts, provision

>

of training facilitiee in India to the Hepelece nationols and
supply of nocessary /oquipnent for conpletion of projects
uncertaken in &sezg}élg Training plaves prcwi@iéd to the Nepalose
nationals in Indis form part of the larger regional multilstoral
aid progremae of Colombo Plan, which is a very major source

of alé Lo Nepal €rom this countrye, Upnto 1976, ﬁepal was
provided 3, 334 troiuning placesz at an expenditure of Rsl.37, 48%

lakhs uwnder this g.}lan.m

Between 1952«76, the murber of Hepalese students



tratned in Indie under Technical cooperation schame OF
Colombo Plan reached 3668 in which 31.6% were cngineering
students, 1440 were in the fleld of education, 13.4%
in agriculture and 7.8% in the médicine. Indin set up thiee
training instituations, viz. the Rural Institute of ?aﬁan,
Enclneering Scheol in Kathmandu and Forest Resecareh Institute
at Hitaﬂﬁagga

Hepal and India signed on Gotober 29, 1984 two
agroegments, involving Ree.37.78 craé&s, in tho fiel&iaf,
izxigati@m-anﬁ industrial trainings The agreenent provides
for technical assistance o 20 private entrﬁﬁreneuzs and
officials of the Hepalese Deptite of Anduntey to arguire
entrepronsurial skills throush training in various
institutions end induntrial cotablishments iﬁ Indice Training

by Indign experts in tHepal is also envisa§eﬁ,29



Appen@ix to Chapter 5

Avrencix & ¢ Dummary of Mejor Aid Agreements snd Cooparstion
' betueon india and Heval since 1951

1951 ¢ Construction '.::a.m:zmc:e& of a temporary alrstrip
at. Xathnandg,.

1933 & Jdonstruction comnenced on the 1l6«kie Tribhuvan
Rajpathe |

1954 ¢ Cempletion of Gawchar aAirport | at Rathmandn e
Eptablishrent of Indian Ade {later :{z.xc:stiéz;
@@@0@@5@%%@@3 Idasion st &izatﬁmenéu.

1956 1 _ Comnletlion of Tribhwvan Ré Jouthe

1951563 t&;ca%al aid philised ot K Roe 74 nillion.

1859 é Agreement. giomed on Ncn}@w.bes;: 2&, Eor Trizull
hycel project (capacity 21,000 ke

1960 @ CSeven nev agrecments signed for :;‘me.‘:.m"zam of
horticuldure, veterinacy, ii*rihhz,wazi University,
gngineering school, industyrisl estates, nstlonsl
archives and £orestive

1951=60: Total H4d utilised at N 25,185 million,.

1962 3 Agreenent signed on april '35. for Xathmendn
uater supnly project.

1964 3 234 pegotigtions for the comstruction of five
airporis, Sonali-Pokhara Boad and Chatbtra Cannlse

1965 s ?x:ssistmm sromised for tho conetruckion of 624 Imse

of the 200 lkm, long Eestelest Highways




1966 g
1966 1
” :
1951568
1967 3
1968
ISR SNy g
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|
Caomnpletion of feur roads, three alirports, cleven
jrrigetion schémes, first phise of Triggli groject,
Zour horticultural centres, twentyeone veterinany

units, five cducationsl buildings, and one
. ras

S

inGuptrial unite

nauguration by the Prime Minlster, Myg. Indira

fg

Gandhi of Eathmandu Water Supply Project on
cotoher €,
Further ald of R.40¢ millicn () for 196671

was announced by the Indion Prime Ministor.

agreement cloned on ﬁeﬂ@mﬁer 19 for the construction
af the Dastera Sector of the LasteWest. Highway
Total Ad utllised at N Re.505 million.

Frojects conpletad include 3

Contral Vaccine Lab@xatmzy; Xathmandup G,éﬁﬁa
Euiiding, Kathmaﬁdug Chenistry ﬁl@ck? Trithavan
Undversitysy Janakour Higporty Forestry Institutbe
Hotandag Hational aArchives Buildings, Rathmandup
Ehaloava alrport, ond water supply echemce

Hhpeclel scssistance ﬁﬂmgxamﬁﬁ“-ﬁak@nvu@ for 196370
with an outlay of N Ng.b54 miliion,

Comaletion of éagmati ﬁxiﬁgé, 3athmanéuy Diratnagar

glzport: omd hangers at Kathmandu alzporte
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1969703 Building complated @
'szeigﬁ Poot OFficey Cantrel Veterinary Hospitalp
Certain preaises in the Tribhuvan Universitys
The KethmandueDakshinkall Roadp Firgt vhase of
Chattra Canalsy Trisali'ﬂgael Frojectes

Sonanli-fokhara Roads.

i

1972 s #ajbiraj Hospltal completed.

- 3 Bgrecment o exchenge 5, 000 kwe. of power daily

2

on border tounSe

wmmcee 3 Agreenent for the matalling of the Lanan»ﬁhalﬁﬂaﬁmvazi
Roade |

1972 & an auount of R8esle3 million hénﬁed over to tho HeMeGe
fof the Implementation @f}tha developrent grcérammg

for inavcesonblc arcas.

w—— g Indis to give Rs.7.2 miliions to meet the oot
of building telephone exchaenge at Birstnasses
Janakpur ond Ghadrspuls

g Sgreenent to set up industrial estates at Wopalgend
and Tthogen ot & cont Of Roe 545 million,.

w—— 3 porecnment for the congtruction of a desilting Dhasin
@t Yrioull I'roject site at a cost of Rse Ted millicon.

w——— ¢ Acovooment Signed for the construction of the Weasteorn
goctor (242 km) of the Uosteiest Highway at a cong af

Ree 35149 millioms as a grant from Indise
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Inauguratlion of a Resverch Student Hostel at

India

(i) to

Epilhwvan University,

agreed §

raise the allocvation for the Eastern sector

£ the Basteiiest ‘E»S.:ig’émay.

{(31) o

extend the period of validity of the horticultyre

developmont sgreement

ii) o

196

gD

regulaerise the cxpenditure incurred botvueen
E=1370 on the technicel services offored for

logical gurvey in Repale

to hand gver the surplus eguipment and mechinery

for Trisull Projoct.

1973=72 sTotal Add given by India ot N R5.l1230 millicn.

1973

- SRRy
)

|

a

3

&

inauguration of nhﬁnaasﬁi Hasmiﬁal.

Inaugu

o Kat

ration of the Internstional Televhone Buachance
ninaniile

A

Inouguration of the Eastern Canel of Candak Projocts

inavguration of the Ganchi Bhevan at Tribhuvan

Universitye
tonpletion of the survey of alignment of the o

Rathnandu-Phonkuta Road (300 km)

¥

A

o

i
frenn

1967,

izeement to advance o loan of Rs,.,l100 (IC) milliion,

ent to regularise the ®additional aléd given io




1574

|

w

1976

1877

1978

sy
=J
).-“s

fgrecuent 0 construct a bridge over Eamals river
costing Roel7.5 million. |
2grearent betveen India Uil Corporatiecn ond Hopal
011 Corporation to chamnelise fuel oil imports

through the latter.

Completion of the Eastorn Sector of the Dast-liost

Highwave

PamckeDeséharkhola Roed handed over to HolieGs
Agreement for the exponsdon of a Haternity Home

at Kathmmeim

Agyeement to advance a loan mwntiag; tO Boe50 millione

Letteore erchanged for the metalling of Trisuli-Rand
Ponwa Roade

Construction of Dholaghat Mountaln Road.

Agrecd to cooperate in setiing up joint industrial
ventures in z‘i’egmal;

construction of Chandra Pump Canals and Spores
Complex at rokhra.

Lapansion of Patan Inelimétxial Bgtate at Paropokar

Mgternity Hosplital.

area survey of the aligoment of Dolaghsteihankuta roode



1979 s
— g
1978702
1880
198% @

472

Construction of the 302 km long Central sectop
of Mohandra Raj Marg expacted to be completed

by 1580-81 at an estimated cost of Ro.d4436 croress

Commencesent of wodk on the 14,1 mewe Devighat
fiydroeglectric Project wvhich was estimated to

coat Hoe 33=cxmres;

&n omount Of Relll, 204 erores was provided for mecting
exgenﬁiéuxe en scheﬁes on hande

A B8.13 lelh egrecment on for the Coaxiol <able link
alonyg with microvave systems upte the border
tarritories hetveen the two countricse

13 crores A€ for velfare schemes in ?@ﬁﬁE@“Valle§@3@w
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Sopendix A 3 A Note on Terms of Trade between Nepal ond Indise

. $he resalﬁs QF computation of gross barter terms of
trade (T/T) of Nepal i an index of relaticnship of the total
ghysical quantity of ewports to totel physicsl guentity of

inports have been given in tables GR.l, BA.2 oné 8aAs3 of appendisx.

Ox, o=
Symbolically, Yﬁ; o T wvhere O stands for guantity, X for
. 4 1 u,a ‘ s " -

exports, m for imports and § and 1 for the base and subseguent
pe;ieds roespectively. The quentities expressed in this formmula
as index nutbers which are derived Ly dividing infex nuiber of

value (price times quentity) ky price indexe

Taking 1956/57 as the bage-yoearn, th@-gxaas barter
terns of trade of Hensl (Pable dd0i) was unfavourable from 1957/58
to 1965/66 except for the year 196i/62. From 1966767 to 1976/77
it turned to be favourdble except for the y@ak 1974/75 Again,
frem 1977/78 on, it hes once agein began unfavourable to Hepale
Taking the entire 23 yeare period {1956/57 to 1975/7%) into
consideration, the groes barter tezmg of trede was favourable Lo
ﬁe@alQ The fitted trend of the gross barter terms of trede of
Nepal (computed through iincar rogression) have been studieds

The results show that the gross barter terms of trade of Nepal
over the period 1956/%7 to 1370771 (195 years) was favourable
(Table 8A.5, Fig.?2 )}, bt during the neviod 1974775 to 1378/79

(5 years) it vas deteriorating (Table 8a.6, Fig. 3 ), although
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the trond for the vhole porilod of 23 years (1956/57 to 1978/79)

it hes improved merginally (Teble BA«s Figel ).

. The patbern of gross harter.térmé 0f trade of Hepel
with indis is guite similar to that of total trade. Lxcept for
the period 1971/72 o 1??3/?4l5@ﬁ'éhich no rel&ﬁant"ﬁata are
gvailable, its overall tendency A quite akin o thet of Hepal's
total trade éTablé‘eﬂ.27g Hith zZespect éa the fitted trend of
the terms of trade of Hepal with Indla, it has been shovwn that
for the periced 19568/57 to 1970/71 {15 years) it waé imprs?ing‘
{(Table BheB, Filget ), ut for the @@riéé 19?&/?5 E@ 1972/79

(5 years) it hes declined (Table 8410, Fi9e 6 Je

As regards the gross harter terms of trade of Hopal

with overseas gountrics, the overgll tendency i6 quite different.

Taking 195&/57'35 the bﬂsefyeér as bofore, it remaingd wfavourasle
tﬁr&ughoutfthe'fouﬁteen vyoars period (1957/58 to 1970/71) cxcept
fér the vear i@éﬁ/ééq relovent data for the puariod 1971772

hé 1973774 are not eveileble to compute. Over the porled 1974775
to 1978/79 (5 vears) it wes found that for the years 1978/75
1975/7¢ and 1973/7§. 4t wos wnfavoursble whegess for the years
1976/77 ané 1977/78 it was favoursble (Tsble BAl3) e The fitted
trend of the terms of trode of Hopal with oversess countrics hag
been reveéaled quite opposite to that of India. It has been found
that over the period 1956/57 to 1970/71 (15 years) it was
declining {(Table B8R, Figs 5 ). but it has improved{Table Bhl.ll,
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Pige 7 ) for the pariod 1974/75 to 1978779 (5 years).

Regarding the average gross barter termg of trede
of Hepal it is oksorved the same results. As shown in Table 847,
the average gross baréer ﬁérms of trade of Nepal with India was
vastly favourable as conpared 1o overseas couwntries over the
period 1956/57 to 1970/71. But it was guite opposite during

the period 1974775 to 1973/7C.

Pregumably, 4% means that when Nepal tried o
diversify its imports ond oxports, the terms of trade of Hepal
deteriorgtod relatively to the a@fli@z pericds This, alsoo,
signifies that Nepael is hoen o diversify irprespoctive of hep
cconomic costs., Trade concentretion with India gave Hepal a
better terms of tyade and diversification led to its worseninge.
Hence, the welfare éggéé of éiVazmiﬁicaticnp purely in econoemic

terme, are not that larce as ic oiften praswneds
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Rable Bhl.d
Gross Barter Tefms of Trade of Nepal 1956/57 to 1978/79

Fiscol

1978=79

Price  Index  INGER LUlle INGEX incen Gross

year Index Wumbor hor of Humber Nurber of bBarter
. 1955/56 of Erport of Import Import Termns of
=100 Export guantity value Juantity Trade
_ - Values , ‘ . v , _ .
1 2 S Alwexioh) © 6(Gpexi00) ILa $6XI00)
195657 10180 100600 00423 100400 98423 100400 o
1957=58 100.07 76«78 75473 93421 95414 82«38
198259 100,97 123,53 122,34 131,49 130623 93,94
195060 102,70 137.99 134,24 169424 1G4 465 Ble53
1960=61 10814 219,68 203.14 234426 216,63 93477
196162 11030 277,80 251,96 261459 237s16 106420
106263 11734 301,29 256477 355054 303,00 B4.7¢

1963=64 128.39 304490 237.%4 365,85 27716 85470
196465 146.42 B61.46 315416 451,89  329.18 05474
1965.G6 16721 332,90 234,97 460029 275428 85436
1966667 170622 446,56 262433 203428 166442  157.83
1967-68 168,52 411,62 244,25 201422 166,08 146,36
196869 175443 509,29 341461 440421 250.93 136414 -
196970 196420 512,67 263.99 508,94 262407 100473
1970=TL 203472 419,65 205,99 411649 201,99 101,98
197172 206637 534,49 263,84 522 ¢85 253436 104414
1972=73 220,65 661444 267.97 570,05 252410 114,23
107374 266467 718413 250420 6246465 256474 104,89
197475 304.27 931.32 306425 1068,.11 351.04 87.24
1975=76 302,08 1242.,01 411,15 1166.46 - 386,14 106448
197677 310424 122000 303424 118195 380498 103,22
1977=78 344.86 1095.76 317.74 1454,.21 421 .68 7535

355,00 135833 232,63 169798 . 478430

B0 00




Table HDe2
Gross Barter Terms of Trade with India
1956/57 to 1978/79

58580

053,80

FPiscal Price Index Index Hune Index Index Gross
Year Index MNumber bor of - Humbey Numbexr Barter -
1955=586 of Export of Import of Import Terms of
=100  Export Quantity Value guantity Trade
_yalue e -

i Z 3 5 6 7
1956m57 101480 100400 98423 100400 98.23 100,00
1957=58 100407 75443 7538 50,66 9060 83420
1958=59 100497 124,80 123469 131,50  130.32 94,91
1959-60 102479 140,52 136470 162477 15835 86433
1960-61 108.18 223.87 207402 226419 209416 98,08
1961w62 110430 282.48 256,06 265,22 260,36 106455
1962=53 117.34 306,10 260486 361418  307.01 84,75
196364 128.39 308.97 237.53 359.15 279,73 8451
196465 146,42 465,74 338,08 406429 332,12 95477
1065m66 167421 396453 237,14  4G0.41 275,35 86412
1966=67 170,22 450.32 264,55  260.47 164,77 160456
196768 168452 417.76 247.90 266401 157,85  157.05
1968=63 17543 609,96 347469 42049  239.69 145,06
196970 194420 519447 26749 477.46 245,70 108,87
1970=71 203.72 423.04 207.66  371.91 182,56 113,75
1971~72 206,37 wa  ms mA  NA nA
1972=73 220.69 A A 12 6723 HA
197374 266,67 ¥A A 25 NA NA
1874=75 304.27 799431 262.70 889.87 292,46  89.82
1975«76 302.08 956447 316,63 730498 244,96 129426,
1976-77 310e24 834,35 268494 Bl0.18  261.15 = 102,98
1977-78 344.86 533400 154.55 538449 272414 56479
197875 355.00 196400 263468 72494




Gross

Table Bhel

430

1956/57 to 1078/79

Bazter Terns of Twade with Oversoss gountries

355,00 31752472

9042481

Fiscel frice Indem Index Index index Gress
Year Index  Number Number Nunber of Nutber Barter
1955/56 of of Import of Import Terms of
= 3100 Export Umport Value fuantity Trade
Yalue Cusnbity . S =
1 2 3 4 g 3 i
1056=57 101480 10000 5023 500400 ‘88423 100460
1957=58 10007 138,70 138.50 19746  '197.32 7024
195059 100497 61.00 0004l 127.52 126429 47483
195060 102679 21482 21022 433.63 421,86 " 5,03
196061 102418 27475 25.66 563096 521451 | 4492
196162 110430 6522 59,13 117410 106416 55470
1062=63 117.34 8070 63.77 125403 106455 648454
1963=64 128439 305.25 237,75 226499 171612 138413
106465 146442 264493 180294 30655 209436 86442
106566 16721 226.13 135424 455436 272433 49466
1966=67 170422 273618 16049 A0B.00 23381 6664
1967=68 16852 129,91 77.09 902683 535 ¢ 74 14438
196869 175.43 109,77 6257 1246612 710632 881
1969270 19420 200400 103,37 180734 930466 11411
10707l 203¢72 263.80 129449 2028426 995461 13,01
197172 206,37 NA A I HA NA
1972=73 229,69 HA Ra nA A HA
197374 266,67 HA A HA A A -
107475 304027 T012.12 3304.77 0350416  2744,32 53,98
197576 302.00 14345407 4749.10 18520461 6154420 77417
107677 310.24 1908.42 6007,99 156370468 5276479 115056
107778 344¢86 2600146 TO06449 22524,02 6531435 . 119,52
1976=79 504724 32101499 03494
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NAME OL’ I‘sﬁlu)’:” W“E“\T’ Kea&*I@BLhﬂ ES

. LINEAD RECRESSION & ¥ = og
COEFFPICLENTS B ¥ o D8972 + $lB62 T

ST e ERROR = {9,2222) (0.6726)
T with DF 1,21 = {10.732) (0e2763)
2° = 0 003636 F = 0.076635

LR = 140375

Croog Barter Terms of frade 9f Noso eriod 1956/57«

CESERVED FIDTED

Year R ¥ {Gross Barter ¥
/1)
1956m57 1 100400 99,16
195758 2 32438 59,34
1958w50 3 93454 99453
195950 4 8153 99472
196061 5 93477 99490
1961=62 6 106620 1001
196263 7 84,74 10043
1963=64 a8 85470 1&6.5’
1964=65 9 95,474 10066
196566 10 05436 10048
1966=67 11 157463 1@1.0'}
196758 12 146630 10%e2
1668=55 13 136414 1014
1969~70 14 160473 10146
197C=71 15 10158 101.8"
197272 16 100034 1020
197273 17 114623 10201
197374 i8 104 .89 10243
197475 19 8724 1025
1975«76 20 106448 1027
1976m77 21 103422 10249
197718 2% 75435 1031
1978=79 23 80060 103.3°
WUMBER OF CESIRVATIOWS = 23
"J’
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Fig. 1. Gross -Barter Terms of Trade of Nepal over the period 1956-57 1o 1978-79 .
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CDEERVED
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5 Barter Terms of Yrade of Hooal for the aerioa 1956 ‘:f7-

N I Ny SO SO S R A I R R A S SR

Year T ViGross Barter T/0) FPITIER ¥
195657 1 100400 2460
1957=58 2 82639 87430
1058=59 3 93,94 89499
1959=60 4 B1:53 52469
1960=61 5 93677 95439
196262 6 10620 98409
186263 7 84674 1008
196364 8 85470 1035
196455 9 95474 10642
196566 10 £5,36 10849
1966w67 11 157463 : 111,86
196765 12 146,36 : 11443
196869 13 136414 117.C
126970 - 14 10073 119.7
1970=71 .15 101498 122.4

NUMBER OF ORSLURVATION ' = 15

NAME OF DEPRRDENT VARIablLe = ¥

NAME OF EN$W'rw”Eﬁﬁ VAREABLE = %

t Ya a4 il

COBFPIC IDNTS g Y = BLli003 + 2,6971 %
ST BRROR = {11+571) -{1.2837)

T with BF 4,13 = (7,0175) {(2,1011)

2 = 042524947 x

I" e 444145

DW= 143060,

Ei‘zﬁrm Ruﬂ:; stl.)k IOZ";

a
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Fig. 2. Gross Barter Terms of Trade of Nepal for the period 1956-57 to 1970-71 .
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zable 8866
Gress Barter Terms of Trode of Henal for

CESTRVEL ' T
Year QT ¥ (Greoso Barter O/7) FIOUTED Y
197475 1 87.24 99 458
197576 2 106448 95402
1976=77 3 103.22 90646
1977=78 4 | 75435 85490
197872 5 80600 01 .34

NUMBER OF OBSERVIPIONS = B
BAME OF DEPENDENT VARIMAELN® ¥
HAME OF INDEPENUENT VAR INBLE~T
LIDNGAR ABGRESSION 3 Y = a + br
COBPFICIENTIS 3 ¥ = 10434 » 44,5610 @
STe BRROR = (144323) {2.3187)

T with DF 1,3 = (7.2707) (e1.0561)
a

Toable 8a.7
Average Srosg Barter g

Terms m*’ Irade of NHooal

Pariods Indon V@l;ge

Io For total Trace |
1956/57 to 1978/79 101424
1956/57 to 1970/71 103,48
1974/75 to 1978/79 90446

ii, Eor india

1956/57 to 1376/71 107412
1574/75 to 1978/79 90436

IlI. For Ovarseas countriocs
1956/57 to 1976/71 49423

1974/75 to 1973/79 99403
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Fig.3. Gross Barter Terms of Trade of Nepal for the
period 1974-75 to 1978-79 .
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‘a?“%i blo 82,8

Grosg Darter Temms of Trade of Nenal with India for the smeriod
” 1956/57=1070/ T8

ORSBRVED "

Year

'y ¥ (Gross Parter T/7) PITTiD Y
1956=57 1 100400 83,65
1957=58 2 83,26 87400
195059 3 84,93 90436
195960 4 86433 53472
1960=61 5 88498 57,06
196162 6 106456 1004
196263 7 84475 103.8
196364 8 84493 1071
1964065 9 95 477 11045
196566 10 86012 | 113.8
1066m67 11 160456 1172
196768 12 157405 12045
1068=69 13 145406 123.9
1969=70 14 100487 12742
1970-71 15 113,75 1306

HUMBER OF OUSERVATIONG o 18
HAME OF DESENDENT VARIADLE= ¥
HAME OF INDEPENDENT YARIABLIeD

LINEAR REGRESSION ¢ ¥ = a + o

CODFRIC TRNES 3 Y = 804298 4 343529 T
ETe ERROR = (12,170} (1.3386)
T with B 4, 13 (6,5978) (2.5048)
R? = 0.3285222
I w Ge2742
LW = 143622



488

160
140
~
P 120
1
=
S
D 00 ¢
(75}
w
Q
[ .
o
80
60 | -e--o Filled Y
-0—0O QObserved Y
E
T 1 i A 1 A 1 i 1 1 | 5 1 [} 1 i
1956-57,51-58 58-59, 59-60, 60-61 61-62 62-63 63-64 64-65 65-66 66-67 67-68 68-69 69-70 T0-T1
Period

Fig. 4. Gross Barter Terms of Trade of Nepcl with India for period
1956-57 10 1970-T1.
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Yeoar

195657
1957=58
195859
195960
196061
196162
196253

1963=64

196465
1965=66
1966w67
196768
1960=69

196970

1970=71

GPSERVED
T ¥{Cross Barter /%)
1 1004006
2 70424
3 47.83
4 5403
5 4@92‘
6 55270
7 68454
8 138,33
) 86.42
10 49,66
il G8eGs
12 14438
13 Be81
14 11,18
15 13401
NUMBER OF OESERVATICNS = 15
NaME OF DEPERREND AR Aﬁ&mﬁ»’-‘ ¥

NAME OF

Lor the aavi@a 198 Cg ?»1@7G£7 °

LINEAR REGRESSION

CORPFICIENTS % ¥

BT ERROR = 521,
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Té‘u‘lﬁ% 8&01@
Grose Barter Yorms of’ Aﬁ'{%t@ c:»f. ﬁe&ml with Incia fc:w' Ehe ngi@u

1978/ 75=3078/79
OBSERVED

Year by ¥ {Gross Barter /1) Fitted ¥
1974=75 i 8982 1311.6
197576 2 120626 + 101,60
1976=77 3 102498 90436
199773 4 - 58679 : : 7973
39?8;79 5

T2 204 © G0411

MRBER OF OBUERVATIONS = 8
| NAME OF DESENDEND VARIADLE = ¥
MAME OF DNDEPERUENT VARIABLES ¥
LINEAR REGRESSION 3 Y = a4 bP
COEFFIC IENTS t Y = 122,23 - 10,623 T
5T ERROR = {2G.009) {5.3131)
T with EF 1,3 = (£.,5424) {«1,3004)
R = 043636887
P = 1,.7144
Big = 243970

Cross Darker Yerms of Trade of eral with Gversecas Countrics
for the gﬁzi@a 197@/’75-1@?5/?%

- ¥Yeoar T QESERVED
¥ {Grops Bagter T/%) Fitted ¥
197475 i 33.9@ ) B8 58
1978«76 2. T7s17 9381
197677 3 115,56 904,03
197773 4 13D.52 ' 1663
1978=79 5 9504 113,58
BUMBER OF ﬁﬂbﬁﬁvﬁ””ﬁﬁﬂ = 5

HAME GF LEPER = Y

NAME OF TIEEBERNDENT V&%Lﬂazs S

LINEAE RECRESSIOS ¢ Y = a 4 b

COEFPIC IENTS g Y = ?7.333 4 742270 T
§Tas ERROR @& {17.913) (5.4011)

T owith TP 1,3 = (4,3182) {13331}

82 @ 0.3737485

F @ 17904
fain m 2 ’.2 3@55
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dvrentiin to Chaoter 8

dppencix B 3 & Nota on the Yopelon Trade Multinlicrs

The concept of foreign trede multiplier dmplies that

a change in export (éx) will leed to K times éx chenge in income(dy)
and therebhy in empl @fgmm;. In a:sthm words, it expresses “the
cmmge in inecome caused bw a ﬁzhang@ in exports, or in inveﬁtzmm
in an open ezcamw in which .;.rzc*em@ gkills over into immrt& nd
Proviéed investment maim mc:haﬂge& and foreign repurcussim
iz sksent, the valum of the ﬁ«uitiﬁli@r {1} equals 1/ (%Fﬁ%«ﬁwﬁ}
where MPM and MBS stands for mami*ml.. propensity to myort and
marginal pmg:a@mitg O Gave mﬁ{@ﬁs&ﬁiﬁ@l&f‘, Here 1t may also bs
noted that marginal propensity it@- save is the change in saving
asscciated with given change in incone (ds/dy). Simtlardy,
ebsence of z:m: eign zm{:mwﬁai@;ﬁ- weans that "effect of change
in exports end or imporis on national incowe abroad and the
backward af%c‘t which this hoasg éxz foveign trade and nati@nal
incone at heme {can bo zefely) neq ﬁmtw »

 Por o smeld country ilike Wepal whose volune of trade
with ocukeide world ds 'zmgligibm, the sssumption of the zhsence
of foredgn tegaei:s:umssim is q&iﬁé valide Besides, for o countny
like Hepel gross nationel product will ke appromimately equel
to gross domestic protuct becouse of negligible net fsctor
income from a}smaﬁ-‘i“q |

Relevant time soxies data are not aveilable to compute
the value of the forelgn trade multiplier for Nepal over & ilong
ne*"ma of time. Hmévc, avail@:sie data for 1974/75 and 19768/79
indieate that its valuo i 2.,725 {Teble 8A.12 below)s This means
that 1£ c:s: DOrts :immmm w ﬂ.s.mﬂ, ivzfzm’as incresses only by
RS.i 0250



Zable 8&.&2

(In Millim Rsa) _
mcmme in

Perameters - f 1974/75 1978/79 1978/79
1. Gross Domestic Product at - ' o
- gemstant pricey of L974/7% 1657} 18779 @ 2208
2. Agyregate National saving 4.8 840 Je2
as. a % of CLP . . : .
3» Aggregate National Saving 795441 1502232 . 706,91
in absolute amountse o o
4. Marginal Propencity o save - T 0432
{Coled of line 3 2 Coled of line z) .
Se Impgrtg ' ' 2.6i‘5 2885 | 1070
6¢ CDP deflator . 100.00 113,76, 313.76
7« Deflated Imports 1818 2536 7776417
(Line S % Line 6 X 100) 4 -
. 8. Marginal Provemit; to Import - - ' Ce«48
(Coled of 1ine 5= Cole 4 of line 1) :
9. Percentage change in Imports - - 158,98
10+ Percentage change in Income or
 GoR - - 113,32
11, Income elasticity of Import - = . 144026

{Line 9 < Line 10)
12, value of foreign trade Multiplmr 1.{0.48 + 0e32) ‘
, S3/08 0 e

| Reforences
i. Kindlebe:ger, chanls, z?. = Internatienal economice, D58

2¢ Ibicde, PelBle

3. Reejal, Pushkar,Re & !ﬁepal' x‘e;teign Trade and Eccmmc
Development -8 1956/57 to 1979/60', pykix in CEDA,
Kathmandu, 3.982. '@.@3.
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S i Lo Choped

Appondisg C 2 A mote on IndoeNooolose Smygaline

Nepal has sbout 810825 lmms. long opesn border with Indle
wirleh is menned by only 21 chockposto. Smuggling of goods into
either country ie quite common. It hos also facilitated by £ree
enchange of citizens of two countriess The dual citizenship of
most smugglera also poses a seriows nrcklem for the gdminlstrations
They haye thelr nominal shops o ‘gaddis' an both sides of the
border. On the Indian side, they are Indians ané scrosz the hordep
they becone Mepali citizens. In some cases the father is an
Inddan while the zon is ¢ Hepsli citisen, The smugslers do not
use the official transit ooints and obhviously operate Their trade
through the loral inhobitants of the border rogion as fafe zua
passage. ‘

‘ border a:eas like Drarjecling bhmlabari, 'te'arﬁrxmnga.
Bhagalpur, Gorakhpur, Rexoul, ctc. pre seen f£looded with smaggled
items. In Parjeeling for example, hecause of ito ysexzimity with
froshupati? in Nepaslese border the amuggled items are :E‘:,mely
bought and s0ld, Policomen, vigilante and customs while claiming
to have reduced the momituvde of smuggling, do not lay auch stress
‘on the ranseacking of raal subeetoncuy created by this trede. In
Siliguri (Darjecling district), bocause of adiscent Uhmlabari
{Nepal border), a famous 'Hongkong market® has been £irmly .
establiched, It is like any other expensive markets in India. The
enly difference being thet this merket is flooded with smugaled
items. One would certninly be surprised by ‘how openly thoey do
this business® scene in thaet area vhere it seows o have no
department like nolice, vigilance ead customs. ELven 1f the raid
is operated, the wmarket nover loss its foreign appearence. Thie
type of complexr invariobly bocomes the safe ghelter of antiesocial

elements alsoe

On the import side, the goods smuggled sre mainly
clectronic items vhich atiract heavy Lmport dutye In the presonce
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of limited purchosing pover in Neopal, the neighbouring Indien
markets easily become accessable to such cheap produets, This
gradually £lourishes into a lucrative businesse Cther goods
incluce synthetic textiles, zip festéners and narcotic drugs

like ‘ganja’, oplum aond 'chares' for which there is no restriction
on its cultivation and sale in Hepale Some forelgn luxury goods
such as stainless stecl utensils, nylon yarm, watches, otc. whose
entry has been banned in Indla, are secen £leooding her marketse
Cases of smuggling of Hopald silver evins and ¢0ld have also coms
to licht. The Russian ond Uschoslovak sugar end fertilizers are
smuggled into Iandlia via Joinagsy, Jogbeni, Rawxavl and Galgalie,

Tiw Indian products that smuggled into Nepal are snake
skins whose exports are banned in India and hides and gkins, jJjute
goods, stainless steel cheets, petroleun mice bristles, tyros ol

The thiré ecountry materisls are punped inkto Indila thr@ugh
Nepal against her trade ond ocononle policios. Similarly, some
Indian produce are etiraciked into Hepal by means of artificisl
incentives snd them ge-sxported o third countries. This
‘comnodity shunting® hoelps the deflectien of trade, causing
astray Lo the sttual imporis ané ocunozts. Snuggling ceross the
Indo=Nepalese borden assmﬁiﬁg gbout Rol40 croves annually, has
caused anxiety and alao lrritants to the Indian goverwrent hecouse
this type of mechoniscm has draiened sway a conslderable amount
of foreign exchange £rom Indlie

Gumping or suuggling iato India of thixd coumtry gonds
received 3 {2) in the form of aid, or (L) in gift parecels, or
(¢} eccquired by means of forecign exchenge earned through incentive
bonus, or (&) eotherwisce

The Chincse policy of financing thelr projects in Hepal
by the sale progeeds of thelr goods in Nepal have essentlially meode



the Chinese goods cheopor and attragtives Thesd goods are
autmarketing the Indisn products and entering into indie in
large=scale. Since & &muggiimg s a tyawway tratfic, Indian goods,
particularly jute, textiles, mica and rice are smuggled out to
Hepal for their f£inal export to third countrles, most probably
China who in exchange supplies her chesp lwmry items for its
final export to wide markets of India. The unscrupulous traders
in Nepal exploit this filegqal barter operations in thelir own
discreet wayse. The smugglere-cumeproducers lmport raw materilals
wvith the foreign exchange they earme Thﬁﬁ iz converted into
manufactured goods and in the gbsende 0f local Henali dewmend is
let loose in India ot cheap prices. The Indian currency received
in such exchanges again goes to finance the smuggling of Indian
gopds to China and othor counkricfe

Thus, the chief factor responsible for smuggling is
cheap goods recedived by Nepale Tus 0 the grave pauvcilty of
internal cevelopment fumds, it hecoues imperstive for har o

depe xnd on ether nations for helpe Hany countries incliuding Russis
ané China have complied the provision-aid in the fomm of cheap
goodse The National'Tﬁa@ingiﬁsmpaay in Hepal has also sold so

far only luwmiry and semieluxury goods received fLrom grant or

on deferred payment bosis from Soviet Union and Chinae INepal

is alsoc importing considerable emount of lusury goods from foreign
comntrles againet her foreign exchange earningt.

Ancther significant factor is the speculative econoaic
conditions between the two marketse. %111 Indian devalustion, there
was not any significent price difference on either scide of the
porder and customs duties were falrly lows Du2 to Indian éuxﬁency
cevaluation the cost of fmported gowds In Indla iAmvedlately rose
further and snmuggling became more attractive. Yhus, overnight
the Hepali equivalent of Rs.100 IC f£oll from Reel160 o RSe101435
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making Indien goods more attractive in Mepale India’s devaluation
was osccompanied by the imposition of heavy export duties on 12
traditionally importent export iLtems including jute menufsctures,
teg, tobacco, hides and shing and mica. While they attracted
heavy export duties when shipped directly £rom Indig, they could
£ind their way to foroign wmarkets duty free if they went first

to Nepal. Some Nepal rosiding indians and the natives of the
same were guick o cooporates ‘ |

The logphole in the Indoslicpalese Treaty of 1960 also
ferdilitated smugolinge Prior to this India maonaged the foreign
exchange account of NHepal and both. the countries folloved similar
customs and tariff rules aixg, therefore, the chances of smuggling
were remotes According o the Treeky and momorsndun of undenstancing
{annexure I1), India ogreced to allow without any cuentitative
restrictions duty £ree Import of Nonelese menufasctursd goods,
utilising inéigeneus zaw materislioe It wes especially agreed
that a seperate stimulation would bhe reguired £or raw @a&cri&ls
of the third gestugy countzy origin. Despite these, India allowsd
from Nepal the wnrestricted and duty f£ree loports of the thipd
country goods. ' ‘ |

Apart from the econonic fattors, the adninistrative
ingfficiency and weskness and politicsl fectors played an Imporiant
role by letting the smugclers oo scokfrees Undes the polltical
factors, the internationsl teonsions and basic difforences in the
iéeoleogies are the foromoste actually the daveloped c@uatxiaﬁ
should have supplied +he capital goods instead of luxuriss 1f thay
roally wighed €0 ceo Hepal infustrislly advancede It is cifficult
to assess whether they are selling cheap with a politicel
chijective or to demoralisc the nonscommuniotl countries where they
want to propapgste of thoir ideclogy or purely on economic grounds
o unload surplus production of o capbure naw markets for comg
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non-traditional itemse However, this ’@comwmig penetration?
into Nepal has exerted political impact on adjoining Indilan
territories. It is why Infis views It with grave concerne

The scciowcconomic effects of smuggling are not go
simple to explaine Adversely, both India and Nenal are affected
in their contrecl, »lanning andl price policlies in wEnyY waySe
A strange situation is often crested in which goods directly
exported from India hove to compete Indian goods reeexpolited by
Hepal to thired ceuﬁtzﬁ@s» Besides, Indian industries have o
face keen competition from cheay forsign products which have
crept Into her markebts somghow oF other. The Indian citizen can
now flatter himself by using numercus fashionable coods manufoctured
in other countriese MHalking a reforence to its ruining effect
Mre Madthu Limaye has alleged that the unchecked smuggling has
brought so much competition o Xnﬁian Mills that conseguently 200
units manufacturing art silk fobrics had closed down ond ghout
3000 workers had heen laid offs According to his estimaticn, the
manipulators made a profit of Re.%5 lakhs in a year ouk of an
investment OFf Rsede50 lakhs enlyv, Uhis entrmous profit led to the
establishment of aunercus factoriss on the Indo«lepal borders
just o evade Indlan customs and coononic discipnlines The
government of India is losing revenus. The loss of income tax,
excise Suty and cuntoms o the Indian government was estimated
by Mre Limaye at Rs.8 lekhs a Gay vhich works out to be RS.29
crores £or 8 vear.

It haes browhit a demoralising effect on the government
and the people alike and has led to widespread corruption, black
marketing and other soeinl avils. 7The huge profits camned allow
the offer of large bribhe omd the temgtati@ms to acecept the same
ic Gifficult o resiste She lure of profits taokes them to any
event even below thelr oovial status. The ﬁnéerniﬁvmiciﬂg and
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over-invoicing technicues have invited illicit fcrai@n exchange
in Nepale It has alse mode Gifficult to csllect éata on balance
of payments ketween the two countries. Conseguently, their fiscal
policies have become ineffective and black moncy runs inte
circulation speedily. &1l this iz haoppening ot the cost of
longeterm industrial development 0f hoth Indla ané Hepale. It

has also posed a sgriuus law and owier @r@hi&m.

_ Attempts have keen mode through talks between India
and Nepal on the guestion of checking unsuthorised tradice The
xathmandu talks helé on 29 July, 1980, for exgmple, broke off
abruptly because of Nepal's stsingént decision on the issue of
timport licenses for gquantities much beyond itz reguirements'e
They maintained that ‘even if we only bﬁy 10 per cent 0f our
requirements, some of it will be smuggled into India because of
thé demand and supply pocition in your country (Indla).' Shis
ruling was not accepted by the Indian governnent. Nepal
government®s view that Neval has less to logse and much ﬁa gain
from this lucrsative sctivities, bubt thev have forgotten thot thig
is happrening &t the cogt aﬁ.longwtarm industrial @evela@mant;

‘steverﬁ the two countries have agreed upon a
nunber of measures ﬁa check smusclinge Doth countries have set up
‘econtact pointet and inorcasing end gtrengthening survelllance
scresse the common bowders In an mother moeting alzo on Hays
1982 Incia and Nopel have agreed on a mechandsn €0 keep in Louch
with each other to éxﬁmang@ information in an effort o curb
smuggling scross the common kordere Contact points heve been
designated in two countrlics -« an officer on speclal duty at the
Directorate of Revenue Intelldgence at New Delhi end the
Directorate=Goneral of Customs ét Yokhmandu was deputed for mubual
cooperation in the matier mi'invégﬁigatiwn. It wag also agreed
that the Nepal customs chief and the Collector ¢ custons,
Patna shall meet at intorvals of six‘m&nths¢
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MM a,xcxxame of Heps] ' : £
- i —— ~h a2
UVebe Qnllar 1 QQQ@Q 21638
Pound Steriing 1 32419 32654
dustralicn Gollar 1 15441 15458
Caonadian dolliar -3 15405 15643
Swise Prans 1 1344 11,57
Deutshe Hark 1 D53 2463
Hetherland Gudider i Be46 He35
Singepore doller i | Ge43 053 -
Prench Franc 7 1 292 3403
Indien rumee C 100 170.00 17015
Jspanese yen ‘ 1,000 126457 12792 °
2sdan monetary wnil L1 24489 24494
. Buying Rates only

Swidish Kremer L 1 Ree 2.94

Italien Lira - ‘ T 1,000 13.82
Australion schilling S 100 . 13872

Belgian Franc ico 4643

Source 3 The Ri@mg Hepal, L rfa} G 1986.

India
Ru6100 = N Nse

1951 = 128,00
1958 e 150,00
1960 w 160600
1066 = 10155
1967 = 135,00
1900 = 143,00
1985 - 170400
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Tanic 947,

> of Nepal -
{in Million Rs’a)

July 1954 (1954=58) 63,0 July 1970(1970=71) © 568.7

1955 (193556) 93,0 19m R
1956 99,2 1972 . - 04844
1957 83,8 . 4993 ° 100348
1958 © 0 obez 1974 1273,7
1959 | 9642 - 1975 . 1332.5
1960 12002 1978 144743
1961 15240 1977 185240
1662 ‘ 165,0° . 1978 . 20587
1963 17842 1970 250449
1964 ' 25841 1980  2030.4
1965¢ '315,5 R 1981 3207.8
1966 36742 © 1982 3611.5
1267 300,90 1983 . 434849
1968 30943 , ,1934 u @éz¢6
1969 509 44 1985 | 55581




