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'S P JIONAL DISPARI

Economic development 18 8 process whereby an
eéngmy‘. real naﬁionnl income ingreases over a ionq period of
time, Though there are differences of opinion with this
defination, but todsy the rate of growth of GDP is the most.
widely acecepted indicator.: to measure on economy's level of
economi¢ progress. S0 understand the growth performance of
Nepali eoono&xy. the growth rate 6f GDP and its strugture
and consumption in Nepal 18 to studied.

P AT CURRE RICES

According to national planning commission'’s estimate
~ Nepal's GDP {in 1964-65 at eurrent prices was wvalued at k,6274
million and by 1969«79, it had reached at total of R.9820
million. Thus, during the five year period GDP had increased
by 9.8% per annum at current pric=s. In the next five year
period, the GDP growth rate remainsd 11,6% per amnume During
1975 and 1985 the rate of growth decreased at 7.2% per anmum
Table below clears the trend of GDP growth rate at current

prices over the last fifteen years, -
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TABLE s 2.1 GROWTH OF NEPAL'S GDP {1964-1980) AT CURRENT PRICES

YEAR 6pP ( IN MILonﬁ'Rs.) GROWTH RATE AVERAGE FOR
. B FIVE YEARS,
196465 : 6274 = =
196566 7738 27.3
1966~67. 7180 © 743
196768 | 8034 11,9 9.8
196889 | 8943 11,3
1969270 | 9820 . 98
1970-71 . 10010 1.9
197172 11613 16,0
197273 11165 3.9 11,6
1973=74 . 14345 2845
1974-75 16571 155
~ 1975~76 17394 ‘ 5.0
\‘ _1976—66 17280 047
1977-78 19732 14,2 702
197879 22215 12,6 |
197980 23351 - 51
- —
Ave“rage “ 95
A - —yn < LSS

s 4
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 Source 83, Kathmandu,
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GDP AT CONSTANT FRICES ( REAL GROWTH RATE)

The real growth rate 18 much more precise measure

of a countty‘s economic performince. If prices are rising, the
level of GDP may be appamrently hiqﬁ glving an impression of
better performance, But this is quite misleading since price
rise will exhibit higher values, Hence to have a current
picture of a country's economic performance, the aominal values -
(value measured at current prices) should be deflated by the
inflation rate, And in this way, the real growth rate in GDP
appears to be very weak and disappointing. Nepal's ease 18 no
exception to the above fact. As depictsd in following table.
It is sho.wu that during the five year period from 1964-65 to
1969 - 70 the GDP increased _at an average amwual rate of
aﬁout 243% of real terms, Puring the next five years it
decreased‘ to 838 low as 1.,9% per annume During 1975 and 1980,

the growth rate remained constant as before at 1.9% per annume.(1)

The country compkted its sixth plan 4in 1985,
During this plan period GDP in real terms is estimated to.have
ingreased at avexage of 4.1% per anrmm‘ u against its target
of ¢e3% (2)
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NEPAL'S GDP (1964-80) AT 1974-75 PRICES

2.2 GROW
YEAR 'GDP ( IN MILLION RS.) GROWTH RATE AVERAGE ANNUAL
FOR FIVE YEARS

1964-65 13323 -

1965+66 14268 7.1 2.3
1966-67 14036 1.6

1967-68 14135 Oe?

1968-69 14765 4e5

196870 15146 2.5

1970-71 14964 1.2

1971-72 15428 3.1

1972-73 15361 0ed 1.9
1973-74 16339 6.4

197475 16571 1ed

1975«76 17300 44

1976=77 17822 3.0

1977-78 18211 2.2 19
1978«79 19708 B8e2

1979-80 18110 Be1

Average - 2.0

Sourcs « CBS, Kathmandu
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On the average amnual growth rate during the last
fifteen years gomes to about 2,0% per annum. This growth
rate of Nepal's economy is quite low compared to other developw

ing and low ingome countries of Asia,

YEAR Nepal Afganistan Bangla~ Burma India Pakis Sri law
Desh , -tan lLanka Ingome
Countries

1960-70 243 2.0 346 206 3.6 607 446 3.9
1970978 2.0 ‘06 209 ‘.0 3‘7 4.4 304 3.6

World develppment report 1980 NPC Nepal.

™he datq given 1n£ab1e above shows that Nepal's
growth rate in the 1960's was some what higher than that of
Afganistan and more or less same as by Burma in the south
Asian region, In 1970's the growth rate of both Afganistan
and Burma shot up ttemendously more than double in Afganistan
and nearly double in Burma, while Nepal remainedsstagnant
reflegting the lowest growth rate in the region, India's
growth rate remain stagnant like Nepal, whereas the growth
rate of Rkistan and 8ri lanka have been deteriorating, The
relatively high growth rates achieved in 1965-66 and 1973-74

\
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in Nepal (7,1 and 6.4 respéctively) was mainly due to a 4
significant increase in agricultural production, contributed
solely by tévourable weather conditions, The year 197879 also
reveals the high growth rate (8;2) for the same reason. (3)

PER ITA GDP XT3 GROVTH RATE

Despite the inflationary péeesura. an economy also
suffers from population growthe. 70 understand the country's
economic progress, GDP should be estimated with the changes in
population changes, In this way, the ber capita GDP in real terms
has got vital importance. MNepal per capita GDP ia real term
and thus the growth rate is depicted in table below, It is
observed from the table that the per capita GDP is real terms
of Nepal remained stagnant during the period hetween 1965 and
1980, Wiﬁh the population growth rate at 2,1% over the years
handly any change could be witnered in the per capita real

GDP (Awrage 0.2 i.e, about no change over 15 years),
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TABLE 2,4 PER CAPITAIGDP OF NEPAL AND ITS GROWTH RATE

POPULATION PER CAPITA GDP PER CAPITA GDP
: AT CURRENT AT CONS TANT
FRICES PRICES
Million %age Average Amount %  Aver~- Amount % ‘Average
’ annual  (&se) rege anmual
" YBAR of five annual of five
years - of five years
: years ‘
1964-65 10,01 = 626,8 -~ . ' 1331,0 -
1965-66 10,22 2.1 75602 2046 139641 4,5
196667 10,43 2,1 A 688,4 «5,0 134547 =346
‘196768 10,66 2,0 2,0 75561 947 76 132845 =1,3 Q65
1968-69 10,86 2,1 823,55 9.1 1359,6 2,3
1970-71 11,32 2.1 884,3 «~0,1 1330,3 ~3,3
1971=72 11,56 2.1 1004.6 13,6 ,133"6 le1
1972-73 11,81 2.2 2.1 94504 <549 8.6 1300,7 =205 =0.2
1973-74 12,06 2.1 1189,5 22,5 1354.8 4,2
1974=75 12432 2.2 ‘ 1345.0 13,1 1345,0 «0,7
1976=77 12,59 242 1381.6 2.7 1374.1 2.2
1977«78 12489 241 134347 =247 1385,8 0,8

19768-78 13.14 242 201  1501,7 11¢8 5,0 1385,9 0,0 = 0,2

107879 13,42 2.1 1655.4 10,2 1468,6 6.0
1979-80 13,71 2.2 1703.2 2.9 13209 10,1
Average ‘ . 24 | 741 0.2

Source « Population projection for Nepal 1971-80, CBS Kathmandu
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STRUC CO! ITION CF @GDP

Composition of GDP at current market prices is
presentad in table below it indicates the pre-dominant position
of agriculture in the national economy of Nepal. This sector alone
. eontributes more than two-third (2/3) of the GDP. The drép
in agriculture®s share in GDP in 1979-80 has been mainly due to
the sharp decline in agricultural production in that year, As
a'reéult. thé‘telative share of the noneagricultural sector
has to acgount for the laxger proportion of the GDP, The shares
of agriculture in the GDP was about 70% during the third and
gourth plan period (1964-65, 1974-75) which aeclinesAat 67%
in the £irst year of the £ifth plan and further reduced/ at
58.6% at the end of the said plan (1979-80) (4)

TABLE 8 4 COMPOSITION OF NEPAL'S GDP BY SECEWORAL ORISIN

(AT _CURRENT FRICES)

Segtor (in Sage) 1964=-65 1969-70 1974=75  1979=80
1. Agriculture 68,0 70,0 6947 5846
2, Non Aqtieultufe 32.0 30,0 30,3 41.4
&+ Mining 0.0 1.1 0.0
B Manufacturing 1.3 2,0 : 2,8
Ce Construction 2,0 1,8 1,0
Ad, Transport & )

Commnigation 1.5 2.0 247
e, Cottage Industry 6.7 7.0 7.0
£. Financial Inst. l.1 1.3 1,9

\

000.9/-



ge Gumership of

devellings 10.4_ Ted ' 4.9
h, Public Adminis~ :

tration & defence 1.3 1.8 2,0
1« Elegtricity Oel 0e2 Oe2
Jo Wholesale and »

tetail trade 4,9 '361 : d.4
ke Services 2e7 206 3e3

Source = CeBeS Kathmandu

Another important feature that comes to fore from the
study of the composition of GDP is the meagre sharé of mining
and largewscale manufacturing though it is growing sector,
Above table indicates an increase in the contribution of this
Gector to GDP from 1.3% in 1964-65 to about 3% in 197475 |
during the same period the contribution of cottage industries
to GDP has remained more or less stagnant contribution of
transport sector increase from 1,5% in 1964-65 to 247% in
1974=75,

This despite more than two decades of planned development
neither the GLP (and hence the per gapitax GDP) nor the

strﬁctute of the ngnoqy has witneséed any improvement. 7The |
importance of agriculture in raising the growth rate is still
the same ‘as 1t was -ptior to the initiation 63 planned process

of development. Even the per capita GDP has remained stagnant.
\ .
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It indicates no structural change or economic transﬁotmation

of the egonomy of Nepal.

Transformaticn of the economy as measured in terms of
'output composition and labour force does not indicate any
. advance., Almost 94% of the total labour force depends on
agriculture today-as it did in the early sixtzes. Between
1964-65 and 1972-73, real agrigultural GDP shows an increase of
only 17,5% or an amnual average inarease of 1.9% which is
lower than the growth rate of population U..e. 2.1%) Performance
of the non~agricultural GDP is only merginally better. It

shows an increase of 20,5% in eight years or 2,6% anmually on

the average,

In the table shown below, some of the important

characteristics of the economiec structure of Nepal are listed
and their pattern analysed since 1964-65. It reveals that the

tax elforts as messured by the share of tax revemue in the
GDP was extremely low in Nepal in 1964-65 (Only 2.5%) Even
in 1972+73 this ratio (¢.6%) was much lower than 9.8% for
country (ies) with a per capital GDP of 50 dollars and 12.7%
ﬁor' those gountries having a per gapita GDP of 100 dollars, |

Reliable gross domestic investment £1g:xreo are not
available for Napél. Real gross fixed capital formation as
perceritage of Nepal GDP turns out to be about 6% only. If
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other elements of investment, eg. investors, are taken iato
‘account, the most optimistic estimates puts gxoss investment

at 9% of GDP. Even this figure is much lower that 11.7% and
15,1% for countries with per capita income of 50 and 100 dollars
respectively., Similar is the case with school enrolment ratio
Since reliable data of gross national savings are not available
for Nepal, this element has been left out from table (below) '.
All that could be said about it is that the national savings/

GDP ratio is much lower than the investment rate of 9% (5).

In the trade segtor, the declining share of exports

in the GDP from 7.8% in 1964=-€5 to 5,5% in 196970 is rather
oﬁxinous. In a backward agricultural economy it is only to be
expected that primary exports would constitute more than 4
four-£ifth (4/5) of the Nepal exports, A disappoilnting aspect
of the Mapelese imports 18 rather high proportion of primary
impagts in the totel, Slow rate of growth of Nepu_vi,_e'cbnomy.';
has hardly made any impact on its economic structure.

8low growth of GDP and abeence ofla:trgcm:al changes
in the 'econo_my of Nepal can be explained in terms of develop-
ment strategy followed indexr the the plans., Pirst and second
plans suffered from Serious shortcomingsé because of the mutual
non-existance of detailed knowledge of the prevailing economic
conditions of the gountry. Thus, though, planning era ourte&
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since 1956, the real start in planned economic development

began with the launching of the third plan (1965-70)

TABIE s 5 BEHAVIOUS OF NEPALESE ECONOMIC STRUCTURE

.( 1964/65 « 1972/73)

1964 1965 1966 1967 1968 1969 1970 1971 1972
=65 w66 =67 «68 =69 =70 <71 <72 <73

1.,Gx08s f£ixed ‘
capital : S5e6 4¢6 4¢3 4e5 5,2 642 =~ - -
formation at
1964«65 price
as % of real
GDP

2, Tax revenue
as % of GDP 266 2.7 3.6 3.8 4.3 b7 4.4 4.5 4.6

3¢5chool enxol
-nent ratio 3.8 4.3 4.4 4,9 S«0 4,9 $5¢0 = -

4.Agricultural :
GDP 6840 65,0 66,0 67¢0 6540 70,0 67,0 65,0 65,0

5. Non=-2gricul -
tural GDP 32,0 35,0 34,0 33,0 35,0 30,0 33,0 35,0 35,0

6o Primary labour
ags % of total

labour 93.8 =~ - - - Bé - - -
force
T«Expoxts as
% Oﬁ GDP 7.8 5.‘ 6.6 5.5 7'1 5.5 - - -
8¢ Import as' . . -
% of GDP 14,6 11.3 725 6¢6 9.3 9e7 - - -
9 Prima ts
° total
’889‘01’" 8743 31.7 86 2 7846 7441 85,9 = - -

;oggxima!! g!Pg 40e5 40,3 51le1 39,5 32.5 37.0

Sourca ~ SeKeSingh « Rage No,96
. 0000013/'
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The primary objective of this plan was to develop the
pre-requistes for a rapid economic growth, To achieve this, a
plrticular_atrategy of development was aeceptéd. This stratégy
accorded top most priority to the development of sectors like
transport and commnications, Thié approach extends over the

fourth plan (1970«75) as well. The allogation of publig sector

outlay in these two plans as well as in the £ifth plan
( Planned) is presented in table below s=

s 6 ALLOGRTION OF PUBLIC SE OUTLAY IN NEPAY (RseMillion)
Sector Third Plan Fourth Flan Fifth Plan
Amount % Amount % Amount %
1, Transpoxt and .
communigation 873 49 1050 41 1869 28
2, Agriculture & |
Rural develop- 397 - 22 T 662 26 2003 30
ment . :
3.Industry &
Power 86 5 470 18 1335 20
4.Sccial :
Services. 2% 13 3s2 18 1467 22
S.Lese allotted 205 11 14 1 - -
Total 1779 100 2548 100 6674 100

A study of above table, indicates that almost one-half
() of ﬁhe public sector outlay in the 3rd plan was directed
towards the transport and communigaticn sector and more than

. two « £1fths (2/5) in the fourth plan. Consequently, the
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productive sectors of ‘the economy development, Nepal did
rightly accord the toé-_dcst priority to transport and |
comnunioluon development. It i8 revealed in the statement of
thae third plan as t.tanspor't and communkation difficult;ies have
been mjo: obstacles to rapid economic development of Nepal"
(Rostan also claims that railways was esesssshiBtorically the
most powerful single indicator of take off) Since these
difficulties have been‘overcome to a large extent by now, the
development strategy of the f£ifty plan accords top most '
priority to the préductive sector, From'tihe following table
it is clear that agriculture industry and power claim one~half

(%) of the total plamned ocutlay.

TABLE 1 7 GRGSS FINED CAPITAL FORMATION AND SAVINGS IN NEPAL
(&. in million)

1968-69 1969=70 1970-71

Grosg fiined capiial

formation 209,3  283,7 313,2
Building purchase 263 0,2 1.3
Building construstion 12,0 . 20,2 22.8
Road and bridges 120,6 ' '195,2 . - 207.8 -
Other construction 93 43,7 585
Machinery equipmeat 23,4 18.0 " 16.3
“Transport equipment 1.7 6.4 - 6.6
Total Bavings 130.9 119.2 5948
. Savings at Qurreat A/c 118,7 118,6 61.5
Operating surplus of -

Govt, eanterprises 12,2 Oe 6 - 1¢7

0.0 Ao.ols/.
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The above table reflects that high priority to

transport and communication have been accorded to gross f£ixed

capital formation of national economy, (6)

DOMESTIC RESOURCES MOBILIZATION

Domestic rescurces mobilisation in Nepal is one of
the lowest in the worlds Domestic savings consists of 9.4%
of GDP of the country, Government x~e§enue during the 6th _
plan period, (1980=85) was Rsa15,405 millidn averaging Rs, 3080
million pet annum. The growth of government revemie although
increasing, is far from satisfactory. During the six plan
period revenue grow at the rate of 15,8% per annum in nominal
terms which in real terms comes to less than 5% if inflation
for the period is adjusted, on the otherhand government
expenditure during the 6th plan period totalled Rs, 34,393
million, ave:aging 346880 million per ‘:mnnume Thus, the sixth
plan exhibits an incressing gap between government revenue
and expenditure. The budgetary deficits, inclusive of foreign
"grants, have increased from R,894 millicn in 1980-81 to &s, 3570
million in 1984-85,

Revenue collection in Nepal throuwh tax system
is heavily dependent as 1ndiiect taxes, specially customs an
impore of goods and sales tax. More. thar.x'(z/a) two thirds of

‘ the palea tax revenue 1is contributed by sales tax on iﬁports
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whichlil collected at iource and not during sales. Such

a heavy dependence on indimect €axes has made Napalese tax
structure recessive in nature. The contribution of direct taxes
to the total tax revenue is negligible for example, the share
of income tax is only 7.67% of the total revenue in 1981-82,
Land revenue also forms only a small portion of government

- revenue, Its share in the total tax revenue 1s roughly 4% in

198182, Tlx.concessions accorded to the manufacturing 6ector

enterprises is very insignificant. (7)

The tax GDP ratio in Nepal 1is quite low as compared
to other dsveloping countries its usually argued that developing
economy should be expected to achieve a tax/GDP ratio of at
least 18%. A study of 47 countries (developing) has indicated
that this average tax/GDP ratic was 15,8%X over the period
1972-76. The ratio of Nepal was 5.96% with a rank of 45 among
the 47 nations in terms of tax efforts., (8)

For meeting the increasing budgetory deficit the
government of Nepal has been'resorting to internal borrowing
since early 1980, Internal borrowing was quite small till the
third plan pseriod, after which it has been increasing rapidly.
The £irst three years of the sixth plan indicates internal
borrowing at faster rate with Rse 174949 mlllions.”AQaiu. the |
proportion of internal boxrowing to. the totalideficit wvas very ‘;
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small till the third plan periode. But it has increased during
the fourth and £ifth plan period. During the tirsﬁ three years
of the sixth plan only its percentage to the budgetary deficit

has been 18.1%

One feature of the internal boxrowing in Nepal is
that the major portion of it has resulted from the adoption
of the inflationary sources. (unreal borrowing) i.e,, through
the banking system. Internal borrowing from non-inflationary
sources, (real borrowing) has been declining steadily over
the years, For example, in 1982-83 the unreal borrowing
constitutes 87,6% whereas the real borrowing. forms only 12,.4%

of the total internal borrowing held,

The aid inflow has increased in Nepal every year,

It haq gonstitutes 943, B83%, 70% 58%, 45% and 60% of the total
expenditure during the f£irst, second, third, fourth, £ifth and

sixth plan respectively.

Oon the demand side, the wmven widening resource gap
and trade deficits has obvicusly called for more and more of
ald, The need of aild is all the more increased by inproved
absorptive capacity, high maintenance bills and the effects of
domestic and iﬁbe:‘natioual infl atione On the supply side aid
has alwaps been a comnodity in plentiful supply. Although the

0000018/"



(] 18 3

kingdom has not yet become much aggressive seeking aid,

the supply side has never been & problems The Cbauanqe. indeed
is one of spending the available aid more eﬂﬁiciently ang/
economieally. ' R

/ e
/

The changing structure of aid in favéut'of loans
is a significant terend, This obviously shows :;hélt the external
liability of the kingdom is on the steady i’qérease. External \
public debt as per unit of GNP has increased_,;from 0¢3% in 1970 \
to 14.1% in 1983, Debt Service Ratio has rea’é:hed 0. 3% of GNP \i
and 3% of exports in 1983, Although Nepal still lags behind
many other countries individually or collectively in this case,
the growing burden of debt deserves attention particularly in

the present gontent of weakening basis of foreign exchange
earnings. (10)

Like other developing eoun‘tries. Nepal '8 imbalances
between the Govt. expenditure and resource mobilisation lead
to the reliance on deficit f£inancing during the 3rd plan period
the figure reached at B, 39 million (4% of i:heﬁotal development
outlaﬂ During the Sgh-plau,'s first two yesrs the estimated
figure was k5,103 million or 3.4% of the total estimated

development ocutlay, -

Deficit financing is a method which Govt, of Nepal

cannot use liberally for two reasons, First 1s the foreign

0000019/’
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exchange relationship with India. Nepal maintaining a policy
of fixed exchange rate and fully convertible with the Indian
currencye. In the absence of any foreign exchange mechanism
to prevent increased demand for Indian goods being translated
linto increased goods, continued deficit financing will géuse
balance of payments problem with India. The Nepal Rashtra Bank's
calculation shows that every 100 Nepal ﬁupee (MR) added to
the mbney supply creates an additional import demand from
Indian of 40 MR, Segondly, deficit financing by Nepal Govt.

results in an ingrease in the money Supply which tura,
contributes to inflationary price rise. (1l).

The average perceantage change in money 8upply during
the period 1974-75 to 1980-82 is measured to be 14.2% where
as the average percentage change in GDP at 1974-75 constant
prices in estimated to be only 3,04% showing the average fage

inerease in money supply as 11,2% in excess of increase in
GDP. The average ¥age rate of increase in imports is estimated
to be 16.7% for the sams period, (12),

REG IONAL D ISPARITY

One important dimension to the development prablem
in Nepal 1is highly marked disparity between different regions =
between the vertically divided Development Region such as

eastern, Central, Western and far Western or between the
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horizontally divided Natural Regions. such as mountains, Hills
and Terai, it creates imbalances in development and benefits

and adds towards _reqio'nal disparity in production, employmeat

and income, Human activities and natural resources of Nepal
at any given state of developmeuti are maldistributed which are

in effect responsible for creating regional disparity and

inequalitye

The country, which is characterised by extreme
topo-grapical contracts, includes three district regions. The
mountain in the north region of the country cccupies 34.4%
of the toﬁal area exceeding 3000 meters of in altitude with
rugged and barren landscape (with more than 50 peales out of
which 12,6% area in mostly covered with snow) The cultivated
land area in the region thus becomes a5 small as 3% and |

sparscely populated containing 5 to 7% of the total populaﬁ:ion.

The teraid plain in the south, along the Indian
poarder (about 825 Kms.) has closing links with India. It
is mostly flat with a greatly sloping plain terrain and known as
“grain baske@" of Nepal. The cultivated lana area in the
region i3 a8 high as 70% with about 30% of the total population.

-

Between the teral and the mountains lies the hill
region, which spreads over nearly 44.2% of the total area with
the altitude varing 900 to 3000 meters. The region comprises of

A
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agricultural land and best paaéures with the cultivated land
area of 25% containing densely populated of 60% of the total
populated and also where about 35% di agricultural produetion
takes place. The hill region accommodation the Kathmandu
Valley, the administrative and commercial centre of Nepal.(13)

According to 1281 census, out of a total of 15,02
million people, nearly 56.4 live in mountain and hills and
next in the terai. A géin. the populatibn- of Nepal is over
whelmingle rural only some 956721 cut of total of about 15,02
million lived in urban gentre of more than 5000 inhabitants,

About 95.,1% of the total population lived in rural area o>£
Nepal, where as urban population was only about 5% on 1980, (14)

The per capita agricultural land 45 O.11 hectare in
the mountains and hills where as it 18 0,30 hectare in the
terai plain cultivated area accounts for only 17% while forest
area for 32% barren land for 19% pasture and meddows for 13%
area ﬁnder be:petual snow for 19% and water bodies for 3%
Again, of the total land area of the country 40% is unusable
being too high or steep or another 32% 18 under forest cover.(l!

-

Only 16% of land 18 said to be available for

cultivatiou of the total cultivable land area, the hills are
very densily populated,. though growth rate of population in
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the mountains and hill z'eqions' during the inter census period
197181 did not exceed the populatior increase rate of the

terai regions, (16)

The distributional pattern of urban populat:l.ou' as
it is today, 138 quite uneven, Qut of the total urban population
of the country Kathmandu alone comprises of 20% Similarly,

. Biratnagar and lalitpur, the second and third kost populated

cities, together comprises of next 20% On the other end of the
continum 15 petty towns together support a population equal in
number to that of Kathmandu alone. On the other hand, the
pattern of spacing of urban centres is not uniform, tl§e
Himalayan :eg:l.oli‘ as a whole and the far eastern hills did

not have a l,ir‘zglq town -wi#h a population of 9000 or more., More
facilities seems to‘berla,qglemie‘ra-t‘:ed in Kathmandu Valley, the
castern and central terai. The absence of welleplanned rural

development strategies of the government of Nepal, only a few
urban centres are prospering at the cost of the villages and
Yetty towns, (17),

S8ince 9 out of 10 persons in Nepal reside in rural
areas, data concerning rural situation may be taken to broadly

represent all about Nepal. According to date available in the
agricultural credit survey naarly 7.19 million people representin

[N X ) 0023/.

K



t 23 ]

owners of small and medium size level holdings of 68,80% of a
total of 10,16 million in agriculture, survided on incomes
estimated at i,1+25 per day which is considered to be below the

poverty line.

A titai Of 4.50 million people or 36,20% of
population 1245 million in 1977 area formed to survive on a

per capital deily #ncome below &,2.0 at 1976-77 prices and hence
consi&éred poorest’of the pbor and f£all below the poferty line
(absolute poor) of these 4.40 million or 97.62% lived in rural
areas while 0,10 million or 2,38% in urban areas, Again, of these
poorest of the poor below the poverty line highest concentration
of population in terms of number works ocut in the Central

Region followed by eastern far western region, however in terms
of %age for eastern region has the highest proportion (43-70)

of people living below the povérty line, followed by eastern
(38,10), Central (33,20) and western (31.80) regions, But at the
development rdgion level %age of houéeholds of this absolute

poor have been identified highest in the eastern region (49.80),
closely followed by far western (48,10) central (36,46) and
western (32.56) and western ( 32,56) regions.

Apart from the poorest of the poor, Bubstantial
numbet 9! poor live above the pbﬁérty line, where per capita
daily income is above B,2/- but below fs,2,68 and income requiced
to meet the nationsl average per capitak daily consumption
expenditure (relates poor). The nunber of such relative poor

0000024/- |
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is estimated as 2,34 million people or 18,95% of the population
12,45 million in 1977. Of these 2,24 million or 95.89% lived
in rural areas, while 0.10 million or 4.11% in urban areas.

On this condition, the number of the total poor
(1nciudinq'both absolute and relative poor) in Nepal stood at
684 million or 55.04% of which 6+.64 million people or 33,33%

in urban areas. This indicates highest concentration of total |
poor populat;pn-' in rural areas (97.03%) as compared to the

urban areas '(2.97%).. AGn the other hand althouqh the concentration
of total 'péox; "pe'opie"in mumber 45 highest in hills, f£illowed

by terai and mountains the 'c'éncentration of total poor in terms
of %sge 15 highest in mountains (77.46%) €ollowed by hills
(63,85) and terai (40.98). 'nms higher poverty is the sign

of least development of the area end the regione (18)

The average per capita daily income of 10,46 million

farmers (92,7%) of t;otal population of 11,29 million depend

on agriculture) works oﬁt as Rs.2,17 for the terai, while
average per ¢apita daily expenditure as R, 2,40 for mountains,
Re2469 for hills and k,2.54 for the terai, leaving thereby a
net per capita deficit of Rs,0.23 and i, 0,10 for the mountains
and hills respectively while a net per capitak daily balanée

of 2,0,25 in the terai, The Nepal averagé per capita daily
ingome of ‘the farm families has been estimated Rse2.6¢ against

B¢2.53 per capita daily expenditure.
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The above Gata provide an indication that the planning in the
last decade has been accompanied by greater regional mal-
distributicn of ixicome due to imbalances in development and
growth of certain regions, areas, farmers of ind strial
entreprencurs. The statement can be substantiated by the
following table i~

TABLE, 3 8 FAMILY INCOME CONSUMPTION AND POVERTY IN NEPAL 1977-78

Regions Average per Average Below Poverty lLine
Development capita daily capita daily ,
Gaographioc family family 2 Hoasehold Populatio:
o income household (%) (%)
consunpt-
(rse ) don (Rs,)
Eastern 2070 269 49,80 38,97
Central 2,74 | 2,59 36446 34,98
western 2.58 . 2,61 32,5€ 31,98
Far Western 2.44 272 48,10 44.14
Mountains 217 2,40 77.84 71.85
Hills 2,59 2,69 36,05 34,86
Terai 2.79 ) 254 39,63 31,63

Nepal Average 2,64 2+59 41,22 37.17

-

Source ~ N,P.C. Napal

The per capita and per family agricultural land is
bearly 0915- and O.84 hectare in the hilly part of eastern
region as compared to O.33 and 1.91 hectare in the terai part,

| eesee 26/~
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It 18 0,10 and 0.69 hectare in the hilly part of

of eestern region a5 compared to 0,30 and 1,81 hectare in

teral parts These inequalities in per capita and per !émily
agricultural lands have resulted in & gulf of 1@balénce between
regions for persons subsisting on per hectare gf'cu1t4vated land
which vary from 7,59, 1160, 7.43 and 8,52 9¢Esoua on‘hilly
lands of eaﬁtern. cenﬁ:al. westera and fq;{fesgern‘reqions as
compared to 3,34, 3,84, 3.05 and 2,62 pe?gqqs on ;hi land,
Ag such the pressure of land on per Mct%ré :"lof eultjiéqted
land 1s more than twice in the hilly part of the easteﬁn and
western regions as gompared to terai part and more' th?n twice |
in hilly part of the central and far western regiong a%\\

AN

compared to terai part, This is shown in table beloﬁ\s- N

i

TABLE 1 9 PER_CAPITA AND PER FAMILY LAND AND PERSONS PFR rmc'rm\é

OF CULTIVATED LAND IN DEVELOPMENT R}:g;cous IN NEPAL

1976=71 :
'Geographical Persouns in Land in hectare ﬁ
Mimber .
- \
Agricultural Develgpmeng Regions Nepal
land ‘Eastern Central West- Far average
ern wewstern
Hillse & Fer capita per 0,14 0e08 0415 0,10 O.11

Mountains family perason Qe 86 OeS51 OeB4 0,66 Q.69

pexr hect, of
cultivated land

Texal Per capita 0e30 - 0426 0433 0,38 O, 30
‘Rer family 1.7¢ 1656 1491 2,463 1,
Ferson per hect
of C\Jluvated 3034 3084 3,05 2.62 36 34 .
land

Hepal average Fer Capita 0,23 Ce17 Oel6 0,18 0,18
per family 1,35 1,03 0.93 1,22 1.10
' Eeruon per
. egt,of
cultivataed
l‘ndo 0000027/f
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‘The structural imbalances in per capita and per
family agricultural land and of persons ber hectare of

cultivated land has created socio~economic prlbleme in the

field of agricultural planning and thus development. (19)

. TABLE 3 10 AVERAGE SIZE OF LAND HOLDINGS/OPERATIONAL
HOLDINGS BY REGIONS

¢
REGIONS , AVERAGE 8IZE OF LAND AVERAGE SIZE OF OPERAT
HOLDING IN HECTARE IONAL HOLDING IN HECTARE
Mountain . - 0,56
~ Hills | Q.56 , 0.74
Innex '&r&i 2043 -
Terai 2041 | 1.63
Nepal 1,23 . -

Swtqa - NPC and (88, Kathmandu, Ihp&lg

Fragmentation of holdings too contributes to
regional imbalances boéh in terms of size of parcels as well
as punber of parcels and their distribution, farm management
study indicated 4.3 fragments of cultivated land per house~
hold in hills with average size of each fragment as O.11
hectare, In comparison number of fragments for terai is 3.8
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per household with average size of each fragment as 0495

hectare., More ovex data of agricultuial credit surveyjigdicated\
that 96.99% holdings in the hills and mountains are below

0.57 hectare in comparison to 72.21% holdings in teral, . |
Holdipga aﬁove 0«51 hectare are only 3,01% 4in the hills while \\
27.79% 4n the terai, | |

Thus this fantistic imbalance in land holdings

betwecn hills and terai results in incroasing diﬂferenbntion‘ ?

in terms of income distribution and emigration with %he

peasants, Consequently, hills farmers are more vulnexable in %
respe'ct of size of operational holdings mumber of fragments . f
per household and cultivatad area per fragmeuto in campltilon

to their gounter parts in the terai. (20) %

The imbalance created in the process of developmentﬂ
over the past}yeaxs are due to the fact that Nepalese planning
efforts indicated a heavy emphasis on qapital region
( consumptive investment) and the terai (export-oriented)
and only residual investment in the hills., During the period
1956-70 corresponding the plan period, the regional distribution
of a numbexr of profits were 14% in the hills and“mnuutatné
28% in the terai, 34X in the Kathmandu Valley and 22% nation
wide profits.

The estimate of the total developmant hﬁdqet
expenditure between 1950-70 indicate that Bhagmati zone of

000.29/"



40% share of expenditure, Narayani and Koshi another 27% and
the rest of Nepal (11 other zone) has received only 24%.

The development exb_eudtture thus explains‘a fair basis in the
~ favour of Kathmandu, Monang, Gunsani and Narayani, It is .
moye cloar‘ from a study over the period of 7 years following
(1972-73) as presented in table below e

3ABLE ] 1]]_. REG;ONAL DISTREUT'ZON OF. DEVSQOPMENT EXPENDIEBB IN
NEPAL OVER_THE PERYOD 1072-73 & 1979-80 (&, million)

Levelopment Expenditure over the Period

’ééqion | 1972-73, 75~76 %age 197879, 79480  %age
Eastern 619,25 13,75 852,40 15,88
central 1761.71 39,09 2418,10 43,05
Western 553,33 12,28 853.80 18.20
Far Western 659,13 14.63 855,50 15.23
Non Identified 912,26 20,28 597470 10.63

Total Nepal 4506.08 100,00 5617,50 100,00

Source « Ministry of Finance, HeM.Ge

-

~ The above unequal share of dsveiopmnt expenditure
ovexr the past several years have resulted in {mbalances in
development and benefits between hills and terai as well as

between development gegions.

000-0030/"



8 30 3
A single factor which is creating regional imbalnces
in development of Nepal has been the availability of infraste
ructure in the form of transport and commnication irrigation .
and power and social services. The selected dqvalopm'nk indicates
are given )1n table below. (21) . S

TIBLE s 12 NEPAL'S DEVELOPMENT INDICATES FOR GEOGRAPHICAL
REGIONS ( 1950-70)

Roads (all Adrports Power Irrigat College Hospital

weather) (all wea 4in Xm ion and

in nmiles ther) No. land in Unive No, Beds
hectare ersity :

Mountain 38 - 10050 1735 4 66
Hills 291 1 29290 31224 3 18 360
Terai »5 3 3875 136721 15 26 600
Kathmandu

valley 114 1 4270 11646 2041 7 1000
Total Nepal 838 5 47485 181926 49 53 2026

In the decade that is 1970 ¢o 1980 and further
a few more years shows that in 1980 these length of roads were
4940 xm,.' In 1983 the No, of hospitals were 80 and beds were
3522 hesides these 26 health centre, 744 health post and 125
Ayurvedlg dispensaries were activev in the Nepal. In 1983 the
power generation was by hydro 313674 MWH and by diesel 2924 MWH,
cteeadl/e
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.me total land under irrigation during 1980 and was

95425 hectares. (22)

‘It 18 clear from the abowe table that benefits
of development in the area of roads, airporta. 1rrigation and
socill serviees have gone mostly in favour of terail plan and |
Kathmandu valleys Except for power and irrigation which
indicates the benefits for a few profits created mostly in the
central huts and mountains., Western and far >~ western hills

and mountains bave remained almost neglected in the matters

of agricultural industrial infrastructural and social services

' dévelopm nte

TABLE 3 13 TRANSPORT AND COMMUNICATION FACILITIES IN NEDAI{ 79=80)

Particulars Year D opment ions All Mepal
Egstorn  Central Western FareWese
tern
Noe % Noe % @:g %  NOs % No, %
4291 100
Total Roads
in Km3. 1978 1022 21,80 1826 38493 917 19.55 926 19.72
Total Motor 7579 100
vehicle{no.,) 1978 1483 19,57 5043 66454 736 9,70 317 4.18
Alrports Nos 1980 4 - 4 - 3 - 4 -
sxi Adrfields -
Noe 1980 3 - 1 e 2 - 7 -
Telephones o 12025 100
line No, 1980 2650 22,04 8550 71.10 425 3,53 400 3,33

Wireless - i
station No, ' 1980 18 = - 16 - 20 - 26 -

¢
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Source 8 Ministry of works and transport and commnication, HMS

_The above table shows that both in terms of roads
and motor vehicles the Oentral development region dominates,
fcllowed by eastern region, little disparity however, ‘available
in respegt of air facilities between.ditferent regions. But in
the fileld of comminigation central rreg:l.on has got lions share
oi‘ teléphone lines which égain followed by @ustern xegion. In

all spheres, however western and far western regions are

neglected.,

TABLE 3 14 JRRIGATION AND POWER FACILITIES IN NEPAL (1977 = 78)
PARTICULARS , : ——
(area in nEete

hects power

ino KW) Noe % Hoe % Noe % Noe %

Ixrrigatad 6539,91 3055 82664 38.64 30322 14416 35693 16,67
area

Total hydrel

power 15240 29.00 34620 65.82 2418 4,860 280 0,53

Diesel

power 4

plant 4450 20,17 10737 48,67 4325 19,60 2350 11,50

?net?y sold .

MHW 19382 = 96605 = 8371 - 5048 ~
All Nepal

Irrigated Noe %

ared 214070 100,00

Total hydrel

POWET : 45558 100,00

Diesel ' power

plant - 22062 100,00

Energy sold( MmN 129417 - | cese3d/=
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Source ~ Department of irrigation and Hydrolary, Eleatricity
HMG,

From the &bove table it is xevealed that the central
region shares almost highest of the irrigated area, followed
by eastern, far western and western regions, Horizont&lly
about $0% of the“totAI irrigeational facilities are goncentrated
in the teral rxregiong. The western paft of Nepal, where total
amount of rainfall is relatively low, have limited irrigation
gacilities this rxegional imbalances in irrigation facilities
naturally hasyimba;ance eﬁfect_on farmers output and income,.
On the othni hand;'the central region almost dominates in hydrel

pover and dlesel power plants.

It is followed ﬁy' eastern region, western region and
far western region have got negligible share of hydrel power
where as diesel power plants are close eastern region. Again
it 15 interesting to note that the »'mgjority of liydcl power
staticns are located in hilly regions, while all the diesel
power plants {8 the terai regions, (23)

In xespect of social sérvices like education and
health ﬁac.uities. reglional inequalities are also found due to
existing imbalances in the availability of infrastxuctural

facilities,

The ratio of Nepali girl students is seen £o Wery
mich less than for boys students (roughly 15% girls and about
784 33%):03(3 combined of primary,secondary and campus level)

100034/’ ‘
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creating 34.72% literacy among males and only 3.66% literacy
among females., The differences, however, is not uniform all over
Nepale Qut of 3103 girl students 4n the Campus lewvel, 2275
are from Kathmandu valley. (or Bagnatizone) The greater number
of campus level girl students is 438 in Korizone. The comparative
nutber of campus level are 88 in Iumbini, 84 in Narayani, 49 in
Sagarmatha, 42 I1n Bharl ¥ in Janakpur and Gandahd 22 in
Mazkall, From this it can be understand that the educational
position of girl students in Kathmandu Valley is comparatively
betters But it is pitable in most .. of the zones and thus

edugation has not pemetrated in rural areas of Nepal. (24)

More over the central and western regions dominate
in the gvz:ilability of primary and lower secondary schools
having in all 3468 and 3441 schools in comparison to 3054 and
2984 schools in eastern and far western regions respectively.
Again 211 higher secondary schools are situated 4in the Central
regions. While 168165 and 100 in the western ..eastern and
far western regions respectively in the year ending 1979.(25)

.....3.5/-



TABLE 3 15 _; POFULATISN 6 YEARS OF AGE AND OVER BY EDUCATIORAL ATTAIRMERT
| (LEVEL, PASSED) ¥OR DEVELOPMENT REGTONS 1981

AREA - Total Literature Nb.-o{- Primary lLower Secon- Secondary SeL.C.
schooling {1-5) dary(6«7) - (8-10) & above
Nepyl - 12179688 2833435 670174 1380015 260015 324364 198349
(23.26) (C.18) (11,33)  (2.13) (2.66) (1.63)
Bastern Deve- v '
lopment Region 3040283 832085 196656 395129 84254 - 97804 58242
(24.96) (27.37) (6.47) (13.,00) (2.77) (3.22) (1.92)
Central Deve- ' .
lopment Region 4000445 909704 209568 407374 84037 115402 93323
(32.85) (22.74) (5.24) (10.18) (2.10) (2.88) (2.33)
Western Deve- A
lopment Region 254134 656551 155206 339706 58639 79202 32798
(20,.86) {25,85) (6.11) (23.37) (2.31) (2.76) (1.29)
14
Far Western
Development
Region 2598826 435085 108744 237806 33603 210956 13986
(16.74) (4.18) (9.15) (1.29) (1.58) (0.54

(21.34)

0000.36/.
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The above table shows that in 1981 out of total
population 12.179688 the literate m 5833435 or 43.36 percent
670174 pezsons have not gone to any 8chool and 11,33, 2013
2.66 and 1.63 are the percentages of primary lower segondary,
secondary and SLC and abovo respectively.‘When e see as pei
the devalopment reqions. “Though the pereentagc of literacy is |
maxinum in castern tegion (27 37) ‘the Western Region and for
Western Region. But in . actual mmber central development region
is leading to all the developmnt region and in terms of no
schooling the hercentage is minimum 4in fa}: westexrn development
region, then central region, western development regioan and

sastern development region,

In the consequence the central development region
has highest literate population in number and least no of
population with no schooling in whole Nepal, (26).

Health and Vtamily planning facilities are 8180 witnessed
in regional inequalities., For example, in .he field of health
parts and centreés which should spread over in rural areas out
of total 500 in Mepal both the central and far western regions
have 153 followed by 135 and 119 in eastern and western regions
mapectiwly. In the urban areas, out of total 73 hospitals
all oﬁar' Nepal, Central regiouns have 28 followed by 17.16 and

12 in the eastern, western and far western regions respegtively.
Again cut of 2657 hospitals bed, there are 1509 beds in Central
region followed by 476,446 and 226 in the westefn, eastern and

L ..I; .37/.
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and far western regions respectively. Thus, there is a greatest
coneentration of health facilities in the Central Region
in comparison to other reqiéns of Nepal. As a resulg, doctor
populauon rates is lower in Csntral regions and hiqher: in
caau:n. western and far western regions., ( 1 17415, 1 s 42597
1 3 53173 and 1 1 62205 respectively being all lepal a8
1 4 30858 in 1979) In the same year, out of 250 families
plaaning offices and clinics in the country 80 are in the far
western region followed by 65,57 and 54 in the Rasternm,
Central and westera regions reapeétively-. However, only one

~ nurse and one hospital 4s avajilable for 3200 and hearly 6000

people of lNepal rxespectively.

In the ared of drinking watei' facilities central
region again dominates, The region has 171 drinking water
projects by 129, 73 and 72 in the western, eastern and far
‘western regions respectively, The water facilities is virtually
absent in the hill areas of Nepal, (27’

The occupational structure of a country is generally
‘the ultimate product of past educational derdpmnt. soclal
attitudes towards work and will of the nation of economize |
all possible resouxces for eaising the pocple's Standard of
living. Thercfore, the occupational sttucturc in same way,
reflegts the investment in human capital. The quality of labour
means ‘moro than simply technical skills. It asgumes that the

body of knowledge, experience and practice acquired by the
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labous force 'can be"effecu.vely used in begining changes

in the egonomic @trugture of the country.

The occupational structure of the economigally active
population in Nepal, shows longly the same characteristics
as the other factors, The following table shows the percentage
of years of sghooling completed for males and females in 1971
by occupation, These percentages }ndiate the general trend
pertaining to developing countries, in the educational level
by ed:xcltiohi . attained and occupation, need no demouaﬁtauon.
Males and females with no lchooling back ground have far less
chances in the profeasional and technical jobs,
The percentage of farmers (94.37%) corresponds elosely and
logically with the proportion of workers engaged in
agricultu¥e more than 95% of total agricultural workers who
from the majority of the work force did not receive any type
of schooling at ': all. (28)
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FABLE 1 16 3 MAJOR OCCUPATION GROUP OF ECONOMICALLY ACTIVE

POPULATION 10 YEARS OF AGE AND BY DEVELOPMENT
REGIORS - 198

Development Total Prof/ lbd: Mminist~ Clerical Sales Service Farm Prod. Occu tion
rative workera worke workers Fish lsbour not ltaeed
vox:kgrs ers work workers

Nepal ' 6850836 (0.94) (0.09) (0672) (1.25) (0.24) (91.37) (3.12)

64132 6232 4161 85341 16430 6259613 213851 156126

Western Regfion 1650137 (0.94) (0.05) (0.50) (1.63) (0.24) (87..88) (5.58)

15554 . 768 8319 26901 »8l 1450158 92081 52375

Central Region 2133999 (1.02) (0021) (1.35) (1.75) (0036) (88.83’ (3096)

21761 4505 28727 37283 7764 1895664 84476 513819

mtérn pevelopment 1466469  (0.94) = (0.04) (C.49) (0.91) (0.17) (94.30) (1.55)

13753 568 . 7287 ..134)0 2506 1382874 22687 23414
: _ )
Far Hastern
Dev. Regton 1600281 (0.82) (0,02) (0.30) (0.48) (0.14) (95.67) (0,91)

13064 391 4858 7747 2179 1530917 14607 26518

Source s Central Bureau of Statistics, Kathmandu Nepal ( Data {n brackets indicate percentage)

23
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. The ﬁery low supply of professional technical and
related workers (0.94% of total labour forces) or administrative
and managerial workers of (0.09% of total labour force) of
clerical workers (0,72% of total labour force) of service and
related workers (1.25% sales workers 3 nd 0,24% sexvice workers)
and of éroductiou (3.12% of total labour force) agrees very
well with the still limited opportunitiés Opeﬁ.for persons
-outside agriculture and reflects . the magnitude of difficulties
that are facing the national economy in modernibing-parts of
its segtors, Purthermore, the build up of certain skills of
| to incresse agricultural production by applfing modern tech-
| niques world obviously be impeded by the very low proportion
of educated and skilled workérs beyond segondary level.

Yncrease in sales workers from 17,39% in 1961 to 22.02% in
1971 to 23,58% in 1981. Coincides with the gensral trend of

expansion in the trading sector, (29)

compared with other developing countries part_icularly
o£380u£h Asia, Nzpal has a fairly lou‘prOportion of professional
~ managerial, and skilled labour (0,9(% in Nepal) as againat 3.4%

in India, 3,6% in Indonesia, 3.4% in Korea, 2,2% in Malaysia

and 1.87% in Pekistane It must be taken into account that
accumulgtion of skill administrative and managerdal tradition

18 not only a product of the educational system, but also

1s a function of time and Nepal has been open to the ocutside

world onlyﬁvaryA:eceptlyb Since no information was given on

\
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thejecouémio characteristics of the Napelese residing abroad,
it would be difficult to discuss the import of out migration
‘on the skilled labour force in the country.

The tegional distributiod of odcupation in the above"

table reveals typical concentration of professional,
edministrative and:clerical workers in central development

_ region. This distribution indicates the limited opportunitiesﬂ
’fof administration, technicians and other $kills in the remote
areas of the far west and the 1nducement to migrate to Central

development region, where the capital and other large urban

places are situated,

East and central development regigns employ together
85, 75402 toﬁal administrative persons and ébout 70% of persons
in protessional and technical categorye This big difference
however would gertainly lead to sharp. contrgst in implementing
the econcmic plans in each region. Adminisgration in the
western and far western region comprise maihly of government
civil setvanta working in public administré*iou. rather than
workers in pxoduction management, (30) 7}5

. A
A relevant measures of economic¢ VeIOpment over

a oertain pexriocd of time in a cOuntry can be\a accounted for
-by classifying its labour force into three mahor segtors which
'Agogether make up the economy namely the prima;y seeondary amd

{
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and territary sectéta.".‘ Primary industry includes mainly
égrictxlt:ute. finhinq."minirig and quarring, The secondary
 seator compriseé“manﬁféeturing. construction and public
utilities. In'éthér words this sector comprises all activities
engaged in the proeeea oﬁ primary p:oducts disregarding the |
stage production. Tbrritary sector conaists of transport and 4
communication, trade, personal and domestic sorviees auch as

insurance and £inance.

Inépiteh of the wide controversy conéerning the
Validity of this classification and in the’ abeence of relevant A\
data on the economic development of tbpal. ihu type of |

analysis is quite justified. The prop_ortiop of the labour toro:%
engaged in i:ho main three types- of productién are in c¢ortain ‘
'respect an 1ndex of. economic development t;hrough out the period :
under observation, In the cause of economic develOpmgnt in the i\"‘-
~-1nduatrialization nation, the proportion of labour force in A
agriculture was declaring as these eountries were advancing :

in their economics. This decline was mostly in favour of us-ing¥

proportiou of 1abour force in agticulture in. ’éhe 1ndustrialized

countries declined cons:lderably as a result of the £uudamental | _
changes in the functional distribution of the labour force. ’
The primary sector comprises 4.9 in the U,S.A, “17.4 Aaustr-alia

14,6 in Denmark. 16,2 in West Germany and 5.4 in U.K. it

00.6..43/‘ ‘ i}\
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should be taken into consideration.that changes in the
atrugture of labour force in the advanced countries were the
result of é‘very long and complicated process of educational, L
‘technical organizational and social changes combined with |
change in structure function, resource allogation and with

i

expaad:lng demands for various goods and services due to rise

1

in income and wages,

. Comparing the more economically advance countries with
Nepal is in no way helpful, except in cut 1ining economic |
proqre“ 1n the west as merely an example of what these countries
have 'aehieved during a painful and labouriocus phase of their
economi¢ history. Economic condition in Asian countries may
serve to certain respect, as a more plausible indicator in

comparing the economic structure in Ehese countries with

Nepales Where in some reepects these are common.taetora namely,

rapid population growth and heavy burden on cultivated land,

It 15 obvicus from comparison with Asian eountries |
( in following table) that Nepal's economy was not able during
& period of the almost twenty years to bring changes in the
functional distribution of the labour forece, #rimary sector
has prevailed to be labour intensive, while seeondary sector
co\nluung' mainly of ecottage industry and a small size
mechanized consumess industry with very limited workérs

!
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absorbing capacity has not yet sufficiently
cover the expanding needs of the population for consumer's

goodse

44

developed to
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ACTIVITIES

COUNTIRY YEAR SECTCGR OF PRODUCTION
NOT ADEQUAk
MR IMARY SECONDARY TERRITARY TELY ?
i DESCRIBEDj
Nepal 1952 93.48 2,15 4.17 0,20
Nepal 1961 93+82 2,04 3,38 0a77
Nepal 1971 94,37 1,20 4,42 -
Nepal 1981 -~ - - -
Bangladesh 1961 65.90 4.90 8490 0,30
Thailand 1970 81,60 4.20 13,20 1.00
India 1971 72450 11,00 15,80 0.70
Indonesia 1971 62.40 9440 27,20 100
Srilanka 1963 4890 11.80 37.50 1.80
Korea 1966 5860 13.60 24.80 8.00
Japan 1970 19.50 33.60 45450 1,40
Belgium - 1972 5,20 41,20 51,30 2,30
Italy 1972 18,10 42,40 37,20 2430

-

Sourge = ILO year book of labour statistics. Table - 2
page 42 1973,
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Manufacturing and cottage industries share 4.03% of the
grose national product (GNP) of Nepal, eonstruction which is
generally a labour intensive activity in developing countries
contributed in 1981 to 7.58% of Nepal's GNP with a proportion
of cnly 5,45% of the labour force and of O.33% of total

non-agricultural workers,

Taking Nepal as @ whole 59.76% of her GNP 13 produced
by 91+00% of the labour force and 40,34% is produced by the

remaining 9,00% engeged in the secondary and territory eector
as the following figures for 1981 shows.

2T:1-11¢3 4 Eeonorticn.of GUR Exonoxticn of laboux force
Primary  59+76% | 91400% |
Secondary 11,86% | 0e56%
Territory 20,38% , 6043%
- —
1004 00% © 97499%
———— —

In some Asian countries, particularly in those countries
vhtah have started economic planning in the 1950's transfore
- ution of the eeonomic function of the 1abour foxce fyom

.gx‘ieultun to mw!aeturinq and services wus accoswanied by
a mspaeuvo increase in their per capita income, A strong

N negaeiva ‘@orettation 18 consequently aspociated between
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proportions of le=bour force engaged in agriculture and per
capita income, In the republic of Korea and Sri Lanka where
this proportion was 53,6% and 48.9% respectively per capita
income in U.,S5, dollar for the same year was 216 and 108
In countries with a higher proportion of agricultural work
forces per capiﬁa income was accordingly low, Bangaladesh
with the highest proportion fankinq second to Nepal has per
capita 1hcome equal to 75 U.S., dollars, In some more advanced
countries where this transformatian has taken place a long time
' ago. and where secondary and territory industries are
efficiently earrying the large overheads of administrative
high, for example in Japan it is eleven (11) times higher
than Indonesia and in Italy. It 1s 10 times higher than in

Thailand (per capita inccme in Japan is 1664 dollars in
Belgium 3286 and in IXtaly 1987).

Nepal stands second to Nigeria (96,9% in 1960) in the

proportion of agriepltu:al work force. A slight increase in
this proportion has been recorded in 1971 census over 1961
census and 91,00% in 1981 censuse Logically eqough. source
the rural proportion compared 97% of total population, now
qénegasions énteting labour force in this area"who have the
latéﬂtjopportunity to move in either direction namely, in
the scalé of the labour force unskilled agricultural 1ébour

LA J ....47/.
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to semi-skilled labour in other activities or from rural to
urban settlements would not £ind employment outside the
traditional family, enterprise, of course, the low literacy
rate in rwal area on the one hand, and the narrow employment
opoortunity in sedondary and territory sector én the other
hand both adﬂed,tp pressure this condition, While proportion of

agricultural work force has remained almost constant in the

inter-censal period, variations in proportions of other branches -
of industry are necessarily dependent upon £1irstly, change in
classification, and secondaly on changes in the volume of work
in some branches, as the relative increase in one branch
acgordingly implies a decline in the other. Hevertheless,
agricultural labour force increased by 6.3% from 1961 to 1971,
‘that is from 43,06,839 workers to 45,552 workers for the same
period labour force cutside agriculture increased by only 2,5%
that is ﬁrom'2.66.232 workers €o 2,72,972 workers, During inter
censal pexiod of 1971-81, labour force in agriculture has
increased to 62,45.260 workers and outside of agriculture it

has reached to 6,05,626 workers.

Seeondary and territory industries are by their nature
concentyated in urban places., Where gkilled ggﬁpouer energy
and moreover; markets and importing and exporting facilities . ﬁ;

do exist. But certain crafts, retail trades and cottage 1ndua , '

%6

which are particularly related to agriculture and to the needé 55

\
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of the village level population are practices in the rural
area, (Cottage industry, which i8 occupying an important part
in the economy of the countxy ocutside agriculture is by
defination an industry employing less than 10 persons and

using no automatic power driver machines)e.

The importance of cottage industry in Nepal's economy
lies in the fact that this activity 43 acting as a cutlet
for unemployment in agriculture after the harvest season, But
the person with any size of agricultural holding would consider
himsélt as a farmer disregarding the period he spends on his |
works On the whole 30% of all mamufagturing industries are
located 4in urban areas and 70% in the counﬁry:side. Taking
public services iato account and considering the size of urban
" population, these gervice are extra ordinarly conceantrated 4in :
urban eyeas the proportion of workers in public services
amounted to 36.5% in urban places. Trade and commerce activity
as shown in the above table, which is oecupying the third
place, including agriculture, has a strong position in urban
erea; Agriculture which 18 the back bone of the economy holds
nnguka;ly es far less important psortion in urban economy
(22,8% oaly)

L]

‘ .A more clear picture of the industrial distribution of
these labour force can be drawn by dividing industries into
agricultural and non=agricultural groups.
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Nepal (Active bopulatiion) ,Agiégaimralnanliggk:gmtimltural
No, 6850886 6245260 . 605626
%age 100400 91,16 8.84

¥or a varlety of reasons proportions es well as munber
of workers were declining, both for males and females in urban
end rural areass This was occuring in all industries except
commerce and personal and commnity services. In tranmsportation
for instance prOportibn of workers declined from 6.,18% |
of total non agricultural work force in 1961 to 3453 in 1971
and 1423% 4n 1981, Porters who were classified in 1961 as transpo
woi-kerl.: were in some 'parhs of country gradually replaced by
more advanced bechnmues. due to expansion’sof the network
of rqédso raftsman engaged in cottage industry may f£ind it
much casier to shift to agriculture service both f£ields need
no advances ék;ll in performing the work. Manufacturing which
was sdvanced &kikk ix pexfaxning the waxkx offering employment
for 30,36% in 1961 is gsharing in 1971 only 19.03% and in ‘1981
only 5,43% of non agrigultural work force. Commerce which by
its very nature is more profitable, seems to attract more
labour, particularly in areas, Where barter was a predominant
system of gmmg. Number of workers in personal and comminity
~ services including Gévernment servieeé amounted to 137,759 |
persons 4in 1971 and 313,570 persons in 1981, Considering the

non-agricultural sector, personu‘ and community service sector

!
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has expanded ftbm 43,01% to 51.74% between 1961 to 1971

census and 51,78% in 1981 census, yet in absolute figures

and considering a population of 15 millions, the previous number
seems to be zinsuffieient to provide the basic administrative
needs of the population. Where needs of advanced social;

healgh and educational services are growing fairly xapidly.

This particular sedor continued to absoxb a growing work force
of educated énd skilled persons, as economic development

advanced in the countrye.

A3 far as regional distribution of industry in concerned,
proportions of persons engaged in agriwlﬁwe are following a |
smilar pattern among 2ll zones except in Bagmate (central
development regicn) in which the largest urban énummnity is
located, Differences in dndustrial composition are closely
related with the logation 6! trading paths with India in the

terai,

In Koshizone ( Eastern development region)fixr example,
where a coneiderable proportion of Nepal's import export
traders via India passes through the town of Biratnagar,
manufagturing ahd trading were accordingly flourishing. Labour
force engaged 4in agriculture in this gone amounted to 90%K.
While munuﬂaccuripg' and trade together are offering jobs for
504 which is highest proportion for these two sector combined
among ill gones, Similarly, Narayani mone (central development

\
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region) and Bheri (far western development region) have low
propostion of agriculture workers due to the some reason

méutiomd above, (31),

The 1ndnstr‘ial distribution of non-agricultural workers
by development regions is in the following table. Compared
with other region, cen&al has in genéral the highesi: proportion
of population in this region account 32.68%, following table
suggestion t;bét egsential activities suchAas electricity
finance and busliness service are highly, concentrated in this
area, particularly 1in Kathmandu Valleye. proportion of workers
in electricity amounted tn central development region to
60.87% of total workers in this activity in Nepal while in
other regions it forms only an insignificant fraction of total
workers, _the distribution of energy, industry, construction
and financial business activities in the country is exbected
in all aspects ﬁo differ from cne region to ttfe:. other ‘
according to the existing difference J.n economic development,
education level and furthermore, aifference in the proportion

of urban population.
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TABLE s 18 MAJOR_INDUSTRY GROUP OF ECONOMICALLY ACTIVE POPULATION 10 YEARS OF AGE AND OVER

THE DEVELOPMENT REGION

2)

Total

Agricult- Mining Mamufa- Electri- Const~ Commerce

Development Trans~ Finan Person Indast-
- ure & & Qua~- cturing city ruct~ port ce & al  rxy not
Region Foresting rrying Gas & & Com Busi Commu- stated
Water munity ness nity
cation Serv-~ serv-
ice ice
Nepal 6850886 6244229 971 33020 3013 2022 109446 7424 9850 313570 127272
Eastern 165031 37 1447056 185 11934 780 684 32316 2152 2342 117214 35473 .
Central 2133959 1886258 437 15043 1834 907 47607 381 5839 130996 41097
Western 1466469 1380822 176 3381 316 191 17046 952 1006 36435 26144
Far Western 1600281 1530153 173 2671 83 240 12477 33 662 28925 24558
!
Source -~ Central Bureau of Statistics.
'010:0000.53/-
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. 'me proportion presented in zbove table confirm thié relate
ionship. Mbnufacturing which 438 by naéure an_engtqy consuming
activity is in Bagmate zone at one offéting jobé equivalent to
the jobs of fered by the same activity ‘in the whole ¢astern
developmentvregion. In a subsistence agférian economy where
primary products are not only limited in vériéty. but also
prodaced by almost every family'enterprise such goods would not
be marketable in a poor urban market., Even if the transport
Gifficulties can be over comc, Trade,-therefore particularly
cutside urban settlement remain a margina; ecﬁivity limited to

the rudimensary purchasing power of the population. {33).

The productivity‘of the country is largely by the housing

conditions., But most of the houitng programmes related to urbén

areas, The situation of the rural areas is sinely worse,

In the matters of bank ing facilities' it si revealed that
in 1979-80'ou1.: of a total of 231 branch/sub-branches offices
of the commercial banks, 100 are located in the Central Region,
followed by 59,38 and 24 {n the eastern, western and far '
western regions respectively., Again, cut of a total 147 branch/
sub branchotfioes of the Agricultural develcpment bank, 47 are 1
1’ocated in the Central region, followed by 36, 33 and 31 in ,the:'

eastern, western and far western regions Ax':eapecuvelyo Even .

small farmer's development profits are higher in the central .

12 and easte:n'e regions than in the western and far western ."‘:;}

\ H

regions $ each. ’ % ~
' 00;0054/’ _ . "‘;
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Dominance of village level cooperatives (Sajhas) are
also intensssed in the Central region in large mumber (263)
followed by eastern (160), western (139) and Far Western {118)
regions. However, the number of agricultural inputs co-operat-
ions are high, although in negligible, in the far wéstem .

regions (19) aqa:l.n;t the eastern (16), Western (15) and
central (14) reéiom. In the matters of Gowernment specialised

gamm for the development of agriculture, fishery, hottimlture
and live atock. the central region has dominated with almost
36 farms against the far western (17) Eau:ern (11) and

Western (8) regions. (34).

The disparity in the availability of infra struatural
and other facilities in Nepal as studied above have got its
supercessions on the industrial and agiiwltural development
of the economy giving again dominatt place of Kathmandu Valley

and oontral and eastern part of the eerai. These can be

supported from the tollcwing discusaion:.

‘nxevlov level of Nepal's inaustrialization are merely
concentrated in these industrial belts of kiagdom, uﬁnaely
Kathmandu, Mitanda, Birgunj, Janekpur belt im the central
region Rumani-Saptari-Ba:acnagar;Dharad-Jhapa in the eastern
region and Bhairahwa-Butwa-Fokhara belt in the western req‘ion.f"

v -vo00e55/M
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A study of the location of industries in Nepal 1ndicatés
the spetialﬂstruoturé of a rather imbalanced industrial
development. Qut of 3528 industrial units of the country
in 197677, 745 of 21,12% were located in the eastern region,
1787 or 50.65% 1n~£h§ central region, 665 or 18,85% in the
western regidn and 331 or 9.38% in far western regiony.'
Horizontaliy. Nepal 1ndx:s£ria1 capacity has developed to

confine tem areas only 62,5% in teral and 37.5% in Kathmandu
Wwlley, hills are completely 'depr&véd' of large scale industry.

Regional concentration of industries becomes more
.prorhzoundcd in téspect of ecapital investment as the central
region here also tops the 2ist. It is revealed from the table
below that though share of investment in industrial development
in the western and far western regions have doubled in the
mid seventies its average percentage share remained almost
stagnant the share of investment in the eastern rxegion, -
however gome down to half both in absoluteland percentage
terms, Central region's share of investment has nevertheless,
1ncreased‘.tn-' absolute terms, though percentage share shows

a marginal ‘ingrement,

.'...-.56/-



(1972 = 73, 1975 = 76 }  {®. in 000's)

Year Unspecified DEVELOPMENT ____ REGIONS » ALL NEPAL
Amcunt % __Eastern ___ Central ._Western Far Western Amount % -
-~ Amount % Amount % Amount _%___Amount % .
11972<73 20134  14.5 33082 24.2 70954 52.2 7436 5.4 5114 3.7 38710 100.00
107374 45842 22,7 48141 23.8 90902 44.9 10714 5.3 6612 3.3 202221 100,00
1974-75 58270 27.7 30493 14.5 97321 46.6 15365 7,3 23262 3.9 224711 100,00
197576 80013 35.9 15578 07.0 104276 46.8 10044 4.5 13049 5.8 222054 100,00

TABLE 3 20 NEPAL'S BUDGET ESTIMATES OF DEVELOPMENT EXPENDITURE ON AGRICULTURE SECTOR

Year

"Source - Mational planning commlission, Kathmandu valley

(1972-73, 1975=76) (&s. 4n millions)

Non-specified LEVELOPMENT ang_xtoui - ALL RNEPAL

___area Eastern Central Western  Far western

Amount % Amount % Amount % Amount % Amount % Amount %
1972«73 56.99 3304 20¢39  10.8 61.66 374 12.36 7.5 11.43 6.9 164.83 100,00

' :

1973=74 59.00 23.3 42417 16.7 93.05 37.9 26.67 10.5 31.88 12.6 252,77 100,00
- 1974=75 60.56  22.94 42.15 15.9 92,88 35,19 33,64 12,75 34.72 13.16 263,95 100,00
1975=-76 62.3¢ 13.63 68.47 14,98 183,98 40,18 75.50 16.42 67.63 14.79 457.31 100,00

Souree N,P. C. Nepal,
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Ag regards number of cottage and small scale industries.
untgs. the western region has the highest con centration with
2,11,930 units or 56.26% out of total 3,76,632 units in 1976-77.
It is followed by 96". 387 units o‘r 25.53% in the far weste;n
region and 13,261 or 3.52% only ih the central region. Since
cottage and small scale industries are mostly in rural areas,
disparity in their nunber indicates inequality in respect of |
facilities of rural masses. Small scale industries of the
country on the average, employ 2 to 3 persons induding 1 unpaid
!amiiy labour in each giving the number of paid labour in each
small scale unit as -1 to 2. The average capital investment
is each one of the cottage and small seale units varies from

R,1000/~ %0 1100 in the eastern and central regions while ks, 185/«

and &¢350/~ in the western and far western region respectively.s -

' Likely industry as staged above in table above there
is disparieson of share of investment in the agrimltural
segtor ( 1noluding 1trigation. hydology, land raform and
foresting) as shown in the following table Mo, 20.’

It is appeared from the above table that priority in
respegt of allocation of development expenditure in the
agricultural sector has gome in favour of the centgal region
with the share of :lnvestment between 35.19 to 40,18% It is
gollowed by eastern, western and far western regions but a
tendency of 1né:cuing the share of expenditure is visible

in the western and far western regions.

\
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The benefits of higher irrigation facilities were:

utilised for growing cash crops like sugarcgane, tabacco |

and potate in the central region, jute and potato in the

eastern region, sugarcane and potato in the western region,

the categories of each gash crops in the later two regions

were less pPaying in comparison to the categories of cash

crop® in the farmer two regions,

The disparity.in agricultural area Droducfiou and yield

are more pronocunged in the following table -

Particulars

AND CASH CRORS PRCDUCTION IN NEPAL (1974=75) . ./ ik

Units _ DEVELOPMENT REGJIONS
Eastern Central Western Far

7

ALl Mepal
Western J'/

(A) Area '000 Hect.

Area under
ailltivation

63.4 ©62.2

(B) Irrigated area
‘000 MT

Production food

grail;s 989,7 13077

- cash Crops 203,7 266.8
(c) Production in MT

Per hecte of culti-

vated land 1.8 2.0

640,4 7715

2389, !
348

450,0 487.2
25.5 33,7

745.2 72843 3170'.:9;';
1265 754 612,87
2.0 1.7

Source - Deptt, of food and agriculture marketing services HM3 |
X _ 't

.
\-
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It 18 high lightened from the above table that eastern
region with 640.4 thousand hecrates of area under o.n_lt;.iVation.
produced 989,7 thousand metric tounes of cereals and 203,7
thousand metric tonnes of cash crops (total 1193,4 thousand
Me T) In comparison, the western and far western nqioﬁ with
456.0 and 487.,2 thousand hectares under cultivation produced
food grains .virth 745.2 and 728.3 thousand mtric tonnaes and
‘cash crops worth 128,5 and 75.2 thousand metric tommes (total
873.,7 and 803,7 thousand metric tonnes respectively) central
region with an area of 7715 thousand hectare produced cereal |
grains of 1307.7'&0&;3&&1 metric tonnes and cash crops of
366.8 thousand metric tonnes (total 1574.5 thousand metric

tonnes ).

M&a. the data in table above points out the glaring
- gegional duparibjy;n agricultural productivity of the eastern
cmd central region with almost Same 1rr1gated lands The
dutemnce_in producuvity of all crops was abo§t 0.2 matric
tonnes. Whereas the western andfar western mibns with |
nearly half the irrigated land in comparison to the eastern
and csntral regions have. asignificant produc;ivity. It s |
interesting to mote that despite highest irrigated land (area)
(63.4 thousand hectare) the eastern region produced only
worth J;-_Qb,cx;i;q tonnes por hectare. In comparison, the
performance of the wésﬁern region is far better (2 mtﬂc
tonnes géi'hcctaro with half of irrigated area of both the

0000060/"
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eastern and central region) Regional differences is yield

per hectare are more p:oh‘oun::éd in réspect of principal grains
like paddy, maize and wheat., It i3 also evident that despite
higher dozes of development expenditure on agriculture in
tersi parts of the eastern and central regions, the depressed
levels of production and productivity or yield in raised so
far which 4n term offers more peitinerx't questipns as to the
efficency of investment, inputs and technology undertaken. (36)

Nepal's uneven regional development:which concentrates

' in the Kathmandu valley and now in the -t:erai réq;ons at the
comparative lieglect of the hills and mountains regions has

~ its neglectton in the political structure of Nepal. It appears
that the hill people are not properly represented through the
population density of hills 1n couz' times as high u that"o!
terai. To quote a Nepald elite. ‘Hill communities Buch as
Tamangs, Rais and Limbu are perhaps as poorly npxuenud rin
the (Mepali) establishment as say Tharus and Sataras of the :
 Teral. For inaeaqéo an ethric a.halyau of government position ‘\:‘7 ‘
above under secretary level in 1969 showed that following \‘
distribution the three dominant castes (Chhetris, Brahmans,
Newara) axe 93% the other hills qrqub 2.5% and terai group

L

-

3% (in the power structure of Nepal). (37)

Viewed from the above study as analysed, it can be safely .

\
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safely ccncluded ‘that regional inbalances by nature, income- :
expenditure. Inequalities, unequal development expenditure
by the goverament, disparity in infra-structural devélopment.
‘aepression in social services, umbalanced industrial growth,
uneven agricultural development and maldistribution of
‘.peoples representation, i.e. developmgnt with disparity are
mich more evident through cut the country. AS Rana and Malla
paint Guts; esccscesses in terms of development expenditure

as disproportiocnately lme part of the total investment in
the last two decades has gone to Kathmandu and its surrounding
areas and to a lesser extent to the eastern terai. This has
gone 30 far that the gulf between Kathmandu valley and the
subsistence ecgonomics of the hill anﬁ of Nepal is growing
similar to the gulf between the.deviloped countries and the
under developed thixd world ....-.... The two decades of
ddévelopment have been the emergence of a privilage straﬁum’
which skims the cream of dovelop;mht opportunigia and
benefits. (38).

Blakie, P and other opine that in many respects
Kathmandu is provided with better facilities (schools,
colleges, health facilities public works etc, ).. than aqu other
part \ot the country. This is term ac&antuatea and reinforces
the unequalities that distinguish Kathmandu fyom the r@st of
of Nepal, Qriginally preminent by vittue of its lg'riaxlt_:ural

A

.....62/.



e

s 62 s

rich_ne_u and 4its atrateﬁic position, the long distance trade
nontes, Kathmandy has now become the centre of wealth and
power in Nepal as a result of the logation there of the centres
state apparatus and the govermuenﬁ. through which the ruling
group is able to control the distribution and allocation of
such resources as are available to the state in combination

with its considerable private rescurces. In fact, Nepal's
dualestic development extends into the countryside,

Thus the concept of centre and periphery can be applied
within Nepal referring to, the facﬁ that uneven development 18
largely maintaining the structureof domination and dependency.
Kathmandu valley the developed region stands as the ceatre where-
| as their terai and specially the hills ocutside the valley the
undeveloped regions 15 regarded as periphery. Though in &rws
of small scaie ‘1nd'us.trie8 improvement has been made in the
 western region and in respect of family planning offices and
clinice the far westerm region dominates, '

However, the development programmes of Nepal should be
selected and launched in such & manner @0 that the growth
- 8hould be wiaéapnad and not concentrated to benout. ecertain
segmented areas or mionl and people or educated cute. ‘
meover. tegtom dispa:ity by nature of the country can be
minimised if dovelcopment process is produced by ecological
studies and careful phnning a thing which is conspicuous by
its absenct in Nepals

oooooﬁy‘
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Despite about three decades of planned development in

' Nepal, neither the GDP and ﬁgnee the per capita GDP nor the
strugture of the economy has witnessed any significant |
improvement. The per capita GDP has rgmaiuad atagnint ;f: 1.,9%
during 1975-80. The strucgture of GDP og the economy has also
not be transformed from excessively dependence on agriculture
to industrial dynamism which measures largely the level of
cmn&y'a developmenﬁ The agriculture aiode could not raise
the Nepal's growth rate as it is about the same as it was prior
to the initiation of the planned development, The performance
of both agriculture and industry have fallen short of the
target as laid down'under different plans, Howewer, little
development took place in certain fields (e.g. major transe
porgattou net works, commnication system, power etc.) which
have been made mainly due to emternal assistaﬁce. It 1s also
true to the fact that 8 large éhare of public sector out].;y
under differeat plans was directed towards the transport and
commnication. Thus, al though the people of ltepal has passed
with - about three decades of planning, tlwy are not benefited
economicallye On the contrary the income distribution has
becoms highly skewed causing diffencies of primary needs

of hum!;n 1ife, Major ,Wi’ﬁon of bhp;lm pacple live in
sural mu. 'l,bu:t" m ly;w!;;. indicates that _the ‘average per
family and per Glpit'é 1ncom 40 rural areas are more than two
times loyer than in urban areas as shown below =

DO...“/-
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Raral RSe 5,569/ B, 950/~ |
uxban Bel2,711/= ' : R5¢2,094/=

Over the long period of time capital shoirtaqc was made the

scape goat for thg lack of economic development in Nspal.

the gap betwesen averzge savings réte and the average investment
rate in Nepal, i.€, resource gap and the trade deficits has |
been largely bridged through the inflow of foreign aid and
external public debt, Domestic savings constitute 9.4% of

GDP of the éeconomy of Nepal. In real terms, revenue grow at

the rate of 5% per annum during the sixth Eiw year plan period.
Again, the revenues are higiy depe‘ndenﬁ on customs (speecially
custom:on import of goods) the indirect taxes (chiefly sales
tz-;xes). The tax GDP ratio in Nepal was only at 7.5% during
1975-80 which ranks her 45 among the 47 nations in terms of

tax efforts, This failure of resource mobilization by the
Government of Mepal is due to structural impediments as the
ag‘r.tcﬁlh:ral segtor, the main souxce of GDP, contributes little
by vay of tax revemue, Thus, to meet the inecreasing gap between

goveznmnt revenu@ and expenditure (debgetary deficits) the
quantum of foreign aid has expended steadily (e_.g,&_:as.zz/-
thousand in 1951-52 eo‘ 3.25 hundred million in 1963-84) and
em:mil‘wblic debt a8 percent of GDP has increased heavily
 (@ege 003% 10 1970 o 14.1% in 1983),
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The over widening budgetary imbalances in Nepal over the

years has led to mpid increase in the amount of internal
 borrowing through banking system and deficit financing, The

ny

proportion of intermal borrowing was unsignificant till the thi.i_:d

plan and ‘there was also deficit finencing untill the third

plan, The internal borrowing has increased substantially during

-v the £ifth plan ( from 8.2% of budegetaxy deficit in second plan
to 19.7% during £ifth plan) and deficit financing is estimated
ag.@wg 43‘“06 the developwent ocutlay during the £irst two
years of the fifth plan. | | '

However, the economic development So far experienced in

Nepal have not equally spread over tb the geographical parts

of each development region,s The physical setting of Nepal
eomp::.ses. three broad geoﬁraphic regions and taking advantages
oé this natural imbalances developmeat over the last thirty’

. years was allowed to be eoncentrated to more favourable regions
and within it i3 more favourable areas, Kathmandu valley the
pare of central development regions, howevér. is the most

piospetoul regions economically and soecially

The small pocket is provided with hiﬁheat in the number
of development projects ( in following table) Most of the major
‘towns of Neapal concentrate in Kathmandu valley w;aich 18 an “
ind_iaattoh of development of this area, creating centre of

wealth and power of Nepal., There are many rsasons for this.
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Kathmandu is the gapital £or Repal andthe only city with a
lazﬁe oumber of population (also highest density having

certain basic :I.nfra.-structure like power, drainage banking

from this reg ion.

etCe Secondalyo most of the politieal elite in Nepal alao come

Thirdly, Ksthmandu is better connected with other

regions and with outside world by air and road,

Critntia E . -Mountains Teral and Kathmandu Nepal
) and Hills Innerxr Valley
terai
1, Population 58,7 36. 4 49 100,00
1961( %)
2. Population  53.0 120.0 815.0 67400
1961 (Xm 2) ' '
3. Fopulation
inecrease ‘ , :
(1952e54«61) 10,7 1446 11.9 14,00
4. Land area (%) 73.8  23.8 O 4 100,00
s, Cultivated area _
1967-68( %) 31.8 65.3 2.9 12.98
6. Food grain MT =229,869 565,825 = + 335,983
" 7. large scals ' _ . -
Industry (%) - 62.5 37.5 100,00
8. Transport
A, all weather ,
roads{ %) Milage) 45.4 34,4 20.2 100,00
be Nos. 0f @airperts 2 12 1 18
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9, Social servige

8¢ Education
{High school & :
College) 150 « 7 124 + 11 74+18 348446

- beHealth (Hsalth
' cantze 4 Hospital) 78 + 18 24 + 25 3411 97 + 54

No. of development ‘
projects (1956«70)% 14 28 . 3 22

Scmz'cc} s Fourth plan N.P,Ce Nepal

The terai and innsr teral regions also le@ad the rest
of Nepals In terms of transportation, large scale industries
and social services, this region has dot better facilities
{ from above table). The region has attracted most of the
Development Projects in agricuelture, foresting and transpert.
Better mnsporg'sefvice/taciiiues and available éf agro=
based raw maeer1§la attracted more industries which sgain
brought about h_iqhér: urbanization in this region, The per
canita’. income of this &wea 18 higher and population per
cultivgted (land) area is lower. It is after said that the
increaseing dominance of the terai 18 not due to 1t§ rich resou~
rees alone but also éue' to the comparative advantage of the
terai. in ihe £ield of dévelopment ac‘tivitiea. Main, the
<.m¢;‘a,mx is morq}d.'eyé}oped than the western teral. The
far western mqiou' 15 the poorest in many pespects of
development. Horizontally, cthe mountains and hills are the
mogt neglected regionse
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In fact, the‘'analistic development' extends into the
countxy of depal. It creates the coneepta/oﬁ ‘Qentre!
(Kathmandu Valley) and ‘Feriphery’ (surré;xndtng areas of
'Kathmandy inéluding terai and hills). Hpowever, in oxder to
redﬁee the ditfetéhea between regions, /a bal}anced regional
development shou].d be launched and hem:e the.. case for
zeqioual plannlng should be approached. Moreo ez;. regional

studies, a thing which is conspicucus by its absence in
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