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_ = the name 3 Hepal is o@l@ o Cepive its present
appelletion from the founder of the ya yound dynasty @immg the
Trets ond Syaper. Legond is thet the velley of Baghmati had
been blegsed by a groct solnt callod “ie? who practised the
secred and sustere ritos of meditatlon at the junction of the
Daghmatl end Heshwatd (nov colled vishaumali) in the Nepel
valleys fhe word "pal® :is;s""zm@é in the aem@ ‘brought up's A1l
records of Hindu antiguity loYe affiyned €0 popresent the prenent
valley of Nepal as an foense lake whieh, with the progress of
ages, gradually zetiroed betuson the benks of the Baghmatie The
uaving or broken nature of the grouwné vhich gesombles, in a
striking degrees, the bed ¢f lawge body of water and the goll
consisting to a considerable €opnth, @g a bilxck, fat carth, the
araduct of deposited mud, are pagticular circumstaonces of tha
most demenstrative Mnﬁ..l |

aAnclient scerirtures have given varicus names to Hepal.

It is written in Brigu Tontra thot Nepal was known by the name

*Satvabati® in the Sgtyg Xuse (Golden Age), ‘Tapchban’ in the
Troeta Yuga (8ilver Agel, "z:f iktisopan? in the Dysoar Yug ) {Copper

e

age) end *Hepsl' in the Eoli Yuga (Ivon Agele In come ploces

Nepal wves referxed to a5 'Kilmpurush Degh®e In most ancient



books alpo the word *Nepal' was used 20 repfesent this countlve
HMentions were made in Psghmeti Puven, Menjushres Mulkalpe,
Yercha Puren, Atharva &
{Econcnics) o Kambilvae wnequivocally used the term 'Nepal’ to
sionify this kiﬁg@mﬁ

nlonents end Eauwtilvals Arthasastra

Ly

However we oo not find o historical basis for
being definite about the origin of the name "Nepal's Dut it
is true to sagy that Nepal i a very old countsy with a glorious

paste

Locotion & The small hilly stote of Hepal shaped woughly
rectangulor with an area of 147,181 Sgre ms. of tercitory has
been detarmined by its long history, porticulaerly that of the
18th centurye Neg,ml_ is situsted mostiy on the southern slope

of Centyral 1«!&&&3&@3@&3 to the nogithegzst of Indiae. In geographical
torms, the terzitory of Nepal mey be charagcterised es a |
transitional rmounteln.area that soparates the arid Tivetan
hichlang from the fertile Gangotic plaine It extends betueen
iongitudes 80°15° and 88%10" east and lotitudes 26920° and

30°19* north. Its greatost length measures 82244 hme, and its
breadth averages betwecn 244 to 160 kus., novhere extending 224 kme,
The loccation of a portion of 1its torsitory in the sranseillimalayen
area has enabiea it ¢o zmoxve as 8 bridge betweon the two vast
loné sress of Asian clvilisation -» India ondé China « which

represent twe distinct worlds of thought and culturee Though



Haepal ds surrcunded by China in tm nporth end India in the aast,
west and south, it fo cut off from China by high mountains and
though thero are sixteen passer that connect the Tibetan range
D€ China with Nepal yot only two poeses remain open throuychout
the year. Hepal is scpargted from Banglodesh by @ narrow strip
of ahout 20 kms. 0f Indian torritorys With Indlis, howeven

Nepal has open and freo border of ghout 825 ks,

Again, Hepal can not be compared to its gilant
neighbours (China and Indls) in size and population, China
and India are each more than twenbyetimes bigger in size and '
more than forty-tiases in population (Nepal's total pespulation
was 14.1 million in 1981).° Nepal is relatively small countey,
about the oize of Xllinoie or slichtly larger than England.
It is almost as big oo Dongladesh end twice the sise of Srilonkae

The kingdom is smalley than many Indlsn states .4

Hepal iz 2 landlocked ¢ountrys Oniy a £ow countrien
in the world, e.ge, Mongolia, Dotswans, Lesotho and Malawl, are
-@s heavily dependent on one country alone for trade end transit
facllities as Nepale 2z Hepal i= completeldy landlocked @
the nearest distence o sea coast belng 710 kms. from her costown
border and nearest sca-port heing Caleutta in Indis Nopal has
no viable outlet to the ses save across Indla and must rely on
it for trade and traneit facilitics, HNepal's distance from the

sea largely asccounts £or its bachkwardness in trade and development



during the last contulve As Rang, Pels obsServes, other
landlocked eountries - Switmeriand, for example, moy choose
amony meny avenues of sertsg to sea through difforent eaumtiea;{
Thus, the compstition botuesn the mony countvies offering
transdt fecilities provides most landlocked countries with

easy terms of tronsits But In Nepal's case even the building
of Foderi road hap not altered the Indian monopely over her
accese to the sed. The wavoidable dependence on India f@x.;
traneit facilities hay mode Hepal virtually *Indisslocked®
gather than just !&aﬁéﬁm&z@eﬁ'ﬁ

Zeopomic condition s HNopal is a podr country and perhaps one of

the pooreat nations in the world wuith grons domestic product {(GDD)
por capita abt about SER 100 (in 100081} e The 'zﬁzé capita P
~has remained more or lese stagnant (Toble 1.14). During the
Sixth Plan period {(1986/01-B4/85) az the population growth ratie
wan e&tméi‘:eé at 2;6.’5 par cont, the per capits income has
incressed at the zate of 1.7 per cont only nﬁ’.i‘a?nle 1eif)e In

the period 196169 per capite food mm@m&i@m - . & e::mf!.al
indicator in a countzy whioro mearly 95 por c:&m; of ﬁh@ population
are dependent on agriculture - attoined ot fost a zero rate

of grovihe

in 1971 twentyve£five countries (9f which Hepal and

£ifteen others aze landlocked), including Hepel, vere ddentified



by the United Nations, as ﬁhe * %lémt»éevewpeé‘t' in the world
en the basis of o nunkor of econcmic and gocial indicatorse
These coumntries in parbicular were desendent to an exceptional
degres on one or two relatively mere industzialised neighbours
for the conduct of trade and, in addition, traded heavily with
those neighbours £rom a position of substantiel balance of

trade deficits, s8 in the cose of lepal with respect to :inﬁiia.ﬁ

The structure of GhP (Table le3), of Hopal's
pconomy has not been transformed £rom excessive dependence on
agriculture (which contrilutes t%s*mﬁfixir@s ©f the GDP and sccounts
for 80 per cent of the total cxnort) to indusirial dynamism
which measures largely tha level of counteys dovelopment. The
suibsistence level of agrarien econcmy, the 3vsence of industriel
tradition, scarcity in notursl resourcc:s and infro-structure hwe swenled
xﬁ@e%l@g&srthe lark of e:{fm;zzmic: intoredependence and thusb;géemed
'pocket coonomicsts Hopal is cconomically denendent on Indie
88 about 60 per cont 0f all Hepal's development expenditures
come from foreign aid and ahout ningstenth of her trade is’
linked with Indila, Though planmed dovelopment of Nepsl's
econony was lawnched since 1951, the performance of both
agriculture and industry have fallen short of the targets as
1sid down under difforont planse W0 atructural changes of the
econony hag been witneosede lHouweves, the little developments

which have taken plage in certain £iclde (co.ge major



transportaticn net works, communication systeoms, power otoe)
may be attributed malnly to externgl assistance. It 13 also
true that a large ahafa»gﬁ publiﬁ aegtcx outiay under ﬂiﬁﬁax@nﬁ
plane (Teble 1+4) wip directed toward the transport and
ﬁ@mmumicati@n. Thus, although the people of Nepal have paséaé
through three decades of planning they are not much benefited.
On the contrary, the iﬁ@m@ﬁ.ﬁi&ﬁiﬁb@ﬁi@& has become highly
skewed cousing wafieie sdon of nzﬁmmxv neéés of hunan life.
Mejority of the hggales">w e live in the rural areas (80 per
'¢$at3 antd almost 94 per cent of e %ﬁtml &ahaur fores &@%&ﬁﬁ
on egriculture to-dov, o At 433 o the early siwmties, but the
WEC survey Andicates that tﬁ% average per fanily and per capita
| income in the gursl arees of Nepsd | in 1277 vere more than tudetines

lower vhan in the urihen arces a9 shovn hﬁ&ﬁw,?

Area
ryral - Ros 5 569 Rge 950

Ughan - Re . 13, 713 Ro ey 094

The ﬁiﬁameial rosourees of Hepal are not DIoperiy
doveloped. A considerable part ﬁé zhe &e@alasé economy 18 at a
sﬂ@sﬁstan&m.iavei %1ta@uﬁ any sng@iéﬁ faz eRChHang. Msaey'ahus
hardly £1lous. Enfﬁhe sural ageas, soricultural @utpaﬁ‘ére
gxchanged as a'bamtég-ﬁxa@@ for oome bagie ae&essiﬁias of life,
-sueh as, sall, kéx@ﬂa?wvmq@ cloths 7The avoilable natural and

ohysical zesources of the a@unﬁry ave not iully eymlaiteﬁq Thug,



net revenue falls short of total cupenditure and the government
of HMepal has to depond upon the external assistance to meet even

the current expesdituzes necessary €o maintain lay and orders

Gvég‘%he-lﬂag pariod @ﬁ time eaplitel shortage was
made ses@onsiblé for the lack of economic development in Wepal.
The gep betvecn aversge savings rate and the average iovestment
rate in Hepal, s resource gop and the trade deficits {in
trace sector, the sharc of expornts in the GLP was 5.5 per cent
whereas the share of imports in the GDP was D7 per cent in
1969-70) had beon lergely Lridged through the inflow of foreign
ald and external public debt. Domestic savings constltute 9.4
per cent of the GDP of the econcmy of Hepale In real terms (at
congtant pricee of 1979/80), revesute grew at tho rate of 5.1
pep cent per anpum during the Sigth Five Year Plan pericod.
&gain, the reveﬁu@a are highly dopendent on cusﬁamﬁffggecially
customs on inport of geods) and indirect Laxes {chiefly sales
texes) « The non-tan rovenus logs b@himé the tax reVEaus.Q The
Toax=00P ratio in Nepal wos @ﬂl§ at 7% per cent during 197580
whieh ranks her 45th anong the 47 nations in terms of tax efforts,
This failure of regourte mobilization by the govemment of Nepal
is due o structural ismrediments, as the larce agricultural
gector, the nain scurco 9Ff CDE 1o toxed noninally and thug
coatrivutes 1lttle by way of tax rovenus, S0, to meet the

increasing gap between goveronent I revenue and expenditure



{budgetary deficits; Table 31.5) the guontum of foreign ald has
expanded steadily (e Roe 22 thousand in 195152 to Re. 25
handred miflimm in 1083.048) ag’ The external public debt, as
per cont of GNP, has incroeced heavily (e.ges 03 pece in 1970
t0 14el pece in 1983) ond debt service ratio hag resched Ge3
pette OF the GNP and 3 pecs of the exports in 158320 |
Cne festure of the internal borrowing im Nepal i
thot major portion of it has Zosuvlted from the asdoption of the
inflationary sources (unreal horrowingl, i.2., through the
banking system. Internal borrowing from n@m»inﬁl&ti}méry souECes
{real borgowing) hos been declining steadily over the yearse
Por example, in 138283, the unfeal boreowing constituted 87.6
per coent, whereas the reod borrowing formed | only 12.7 per cent
of the total inteméi Lorrowing zmeimn There was no def:ieaﬁ
financing vntil the fhizd Plan and -‘:.!.t»- wvas mild in subsequent
plans of @3@3&&1‘12 |
In an unfexdevelopad coopomy, banking syotem con nob
be a sophisticated gperation. Nepal's Central BPenk - *Nepal
Raﬁh‘tré Bank® began operation in 1965 and upto the b@gimim@ of
:&%é, the Hepal Dank Limited wos the only comrerciel bank. Uuring
the last 15 years, with 4he cconomis sctivities gaining womentum,
Yepal set up & series ©f financial {nstituticns such as the Hepal

Induptrial mﬁr@m@mm Comporation, Agricultural Development Bend,
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Industrial Secuzities Magketing Centre, National Insurance
Corporation, National Inpurance and Transport Company, and
the Credit Cuarantes Cozppretions As of July 1978,  there were
238 commerelal bonk brenches and post offices had also
opened Savings ammﬁg;
The avemg@ pereentage change in money supply
fduring the period 1974-95 'é»eza 1931.32 43 measuzed to be 1442
| per cent whereas the eversge percentage chenge in GLP (at 197478
conotant prices} 1o ecstimeted o Lo only 3.04 per cent showing
the average percentage incroase in money sazgagzay at 11.2 per cent
in encegs of intrease in GhPe The total money supoly in Bepad
has incressed £rom Roe. 2B30.4 mlllion to RE. 434849 million
during the period of mideJuly 19B0-83, The average percentagoe
rete of increese in ivsorts is ag&imateé o be 1647 pés: cent
for the same periods The Nepal Reshtrs Dank’s ene calcuistion
shows that every 100 iR ez_gﬁc?ieﬁ to the money supply creastes an
gdditional import demand from Indis of 40 .mﬁ.m
Hepal's morchandise trade deficits have been more
than offset by foreign ocuchange eagnings €rom tourism and privste
gemitonces and from fovelgn 2lde Tourism & & dynanmic Industry
iz growing steedily by over 20 per cont annually during the
Pifeh Plan pericd of tlopade E‘Q&'@i@”ﬂ exchange caznings £rom
tourism were the equivelent of 35 per cent of merchandise

exports in 1978-79. 7The murker of hotels and hotel rooms has
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been increasing o asconmnodate the :!.;nc'remmv nunker of tourlsts,
while maintaining a 50 por cent capacity ubtilization rate., The
sourist dndustyy, houover, bccounts for only 2 per coent of the

o , - . , 15
0P and primarily benefits the Kathnendu Valleys | -

®Pocket Ueonsmics® 3 According o the Agericultural Cgedit
Survey Report, 32 out of 75 districts of the Kingdom Nepal Qi
fdentified ss accesniblo., OF these tuoethirds or 20 districts
ave located in the tersl and oncethird or 12 €istricts in the
uills. Thus, @8 many o5 63 letriets in the hills suffer from
inaccessability and conseguently with low levels of developmente
Of these 38 districts arye accaessablo by air and by less than
two days valk, but 5 districts cven ¢o not £all under this |
categorys Under guch sitestion, the districts consietd of

| cogsented and lavgely isololtef markets and communitiecs. It
crontes sbsence of economie iﬂt@ﬁﬁéﬁﬁéﬂé@n@@ o econonic
integration, and sabsisﬁ@m:é marhed being neither produced for,
nor roceiving f_mﬁ; gthergs It thus takes the shape of Ypocket
egononies” = Le@ep lovthed organic 3’.2@&&@@ of the natiocnal

cconony of Nepals

The "pocket ccononics” of Hepal also raises certain
problems. Az @ result of the 'pocket cconomics® certain parts
of the cconony, specislly the costesn end wegtern hildy districts,

heve to remein fully dependent upon thedr own produstion, there
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= no trading and the poople have a fow alternatives to chootes
ﬁzﬁ é@@m’ms”t&w country of potential development of natural

and other regources of élfferent gegionsg, on the others as in
the ab&e;aézea of 'nationel market?, inéustries will not be a
rermmerative propositicn. Only smallescale c@msmr industries
within a gecgearhicsl reglon may heve potentialities of
developments During the yoar 1972-73, the country suffered
émugﬁ*agz in several _c:f»fl the hill ¢istricts, but in the absence

of °national market®, the surplus teral grein wap exported to
India end Bangladosh and fmsorted grain hod to be ddstributed oo
fead khe ME 13{ noonles ook of economice interdependence bebween
the hime:s’ and tersl hep thus created pochebs of poverty

throughout the k&mqgéﬁm,%

m&%&%@? ag:igsé ¢ One importont Cimension to the development
oroblem in NMepal 4o the zmrke@l Gispardity between different

fegions - i&.amemm m: vartically divided lovelopment Reglong
Bastern, Cenhral, Westeyn ond Far Western of béi:w@en the
horizontally divided Bebural Reglons - Mountains, Hills and Tersia.
Hunan sctivitios and notursl resousces of Hepal at any given
stage of development eve maldistributed which are in effect

A

responsible for creating regional dlsparity and ineguallity

in all cconomdc eghertg.

The countey, which is characterised by extreme

topogrophical contrasts, includes three distinct regions., The
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mountain in the north region of Hepsl ocouples 3444 per eent
of the tobal area wm&‘fm@ 2, 000 -n&tsz’és: in altitudes with
rugoed and mm@. 1&&@3@:&% {vith pore than 50 pecks out of
which 1206 per cept area is mostly e@ve;éﬁ by énw) « The
m:aitﬁfa%@é land ares in the region thus becowes as small as
3-pé$ cent and sparsely populatod contalining S5-7 per cent

of the total é:a@mﬁati@m

The teral plaim in the s@u‘th, along the Indian
border coverad 2i.4 per cont of the total ares of the countIye
It is mostly flat wi‘&h g greatly sloping plaineterrain gnd
knoun es the ‘grain-bosket’ or 'rice-bowl® of Nepale The
cultiveted lend aroca ‘in the region 3.::% as high as 70 per cent
with sbout 30 por cent of the total population, 'fi:‘ae teral's
ﬁ@ﬁﬁfﬁ’il&‘@ﬁﬁﬂ ta the né%im*s agricuitural product is

spproximetely 55 per cente

Betveen the mountains ond the teral lies the hill
region, ‘which spreads over 44.2 por cent of the total ares with
&ltituéé varying from 900 to 3, 000 motvess The region compriscs
of agricultural land and best postures with cultivated lane area’
of nearly 25 per cent containing densely populated arez (60 per
cent of the total, populaticon) ond 4n this reglon about 35 peg
cent of agricultural production takes place. The hill regicn
w&m&ﬂaﬁﬁé the zﬁaﬁmamﬁu{ vélieya the aéministrotive and

commercial centrge of %3@@@&7&7‘



cut of the ¢ountry's total area agriculture covers
18 per cent, mmt 37:6 por cent, mmt,&ﬁ,ﬂ region 153 per cent,
pagture 13.3 per cant, va:fate.,, BTEeRs 2.;? per ¢ent, wmeultivated
and steep land i&as pr=l o -z:s:v;mt, and pettlenent ama z:ea@s Oe7 por cent 1%3

However, the frults of man&m&e é@@‘lﬁgﬁ&ﬁé&, so far
experienced in Fepals hs"v@ not &@m squally shared in all greas
o 54;,_ ﬁé’;ﬁmm valley » the part the Central :}@velepﬂent Region,
however, is the mpot prosperous reglon coonomically and scelallye
This smell porket iz provided with highest in the nuwboer of
development projects (Tavle 146) . msf;»m“:? the majm: toung of-
Hopal are concentyated in Kathnondy Velleye &5 Rana ané Malls
point outy ’esessse in térme of dovelopment exponditure, a
@isproportionately '.laz'ge g.azaz:*t of the totel investment in the
last two decades has gone to Rathmendu and its surcounding areas
and to e lesser ea:«rmnﬁ 0 the wastern terale This has gone so
far that the qulf between Rathmonda valley and the subsistence
cocononics of the hill arcsg of RNepal i8¢ groving similer to the
ggulf between the develoned countries and the underdeveloped
third world eases The two decades of élevampéem have secen the
emergence of a privileged stratuem, which skimz the cream of
developnent G%?E?éﬂﬁzmiﬁi% and bencfi t;s.:‘ 18 |
Ealai;mﬁ, Pe tmd others point out that in many

gespects Kathmandy was provided with Lceii:m: facilities {in tefmo

E%’

of sehwole, collegss, hoalth fatilitics, public woTkd, ctoe) thon

4 @ 400
i é e
s,?@E’r‘“’ BERBAL




any other parts of the countrys %Shis in turn ccecentuated
and reinforced the inegualities that distinguished Kothwmandu ’

@t ' o e
° There are other reosons &lsoe

from the rest of Hepale
Kethmandu is the capital of Nepal end the only clity with a
large nurber of population (elso highest density) having certain
basic infraestructure ke pover drainage, banking cet;c;
Secondly, wost of the pelitical elite in Nepal also @:é;me Exem
this region. Thivdly, é;a:;tﬁfzs:aanf:ﬁu iz better connected with %@,

other vegions ond with outside world by sir and roode

Tha teead and inner torsl reqglons come newt in termm
of Cevelopment. In the £icld of transporbation, lorgee-scale

Industries and soglal sarviees, this region hes got better

development projects in agriculture, forestry ond Lransporte
the per eapita ipvome of this ares is higher and posulatioa por
caltivated area 15 lover then the rest of Nepale It Lo oftan
- sald that the invgesasing dominsnoe of the teral is not due 4o
jt5 vich resources slone but olso due o the comparstive
sdventage of the teral in the £i0ld of development sctivition.
again, the castern toral is more doveloped than the western
terate. The for westera rogion 15 the poorest in many respects
of development. The mountainiaz end hillp are the wost
neglected f@gimg;&ﬁ )

Nepal®s | uneven regional development which | eoncentrates

in the Kethmendu velloy ond now in the teral region at the
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comparastive neglect of the mountains and hille has ite reflectdion
in its political structuke of Nepale %o quste a Nepall weiter,
'Hi1ll commmities such 89 Tamangs, ;z%_azis and Limbus are pexhapd

as poorly represented dn the (Hepsld) esteblishoent as say
Tharus and Satapes s_:;z%'" the ternis PFor instanve, on ethnic
enalysis of government positions above Uader Seccretary level

in 1968 ghoved the folldwing disteibution s the three domdnont
castes {Chhetris, Brobnans, %&maﬁai are 93 por cent; the other
hill groups 2.5 per cont ond the teral groups 3 per cent (dm the

' 23
pover structure of Hepalle &

In fact, Depel's ‘duelistie develogment?® éxtezm“és
into the gountrysides Thus, the concepts of 'Centre' and
"meripghery? may boe epvplicd within NMepal roferring o the Sactk
that anoven developmont mpintains the struweture of dominotion
and dependency. HGathmondy Valley » €he devaeloped region s&waﬁs‘
as the 'Centre' wvhoreas the teral snd epecially the hills
outeide the vellay « thy undeveloped region s regorded as tho

*ooripheryt ‘3 3

Irportance of the

@ga Beonony and Broblems

of Peonle with i*’a Dricin The teral has ervcial zole

in maintaining the éi@bﬁ;lémy 0f the Nepalege cconomy &8 a8 wholes

Az Galge estimates, in the fiscsl year of 1965/66, the Hepalese
sy

government earned 81 per cent of the total income £rzom domestically
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generated revenue of the tsgral come €ron four major sdukces §
taxes on t:miﬁaz operaticng (85 peCels ecice or individual
toxes {93 petieds lond Gaues (75 pece) and custom duties (70 DeCele
Teral's contrivution to the nation's agricultural product is
approximgtely 58 per oonts, &ccording to him over 70 par cent
of industrial producktion takes plage in the terai and some 65
per cent of all othor coopomic activities contributing to the
CellePe  Acording o B.Fadbhroothsg, 88 por cent of Wepalls
Andustrial investment is in the terai, as is nearily 100 per cent
of netion's industrial lsbour forves oOut of 28 largest public
companies, 17 are leocated in the tevail and roughly 72 per cent

of Repal's smaller industries ore Jocated in these arcas.

| The asgricultural surplup {(perticulerly the rice
surplus) of the teroi not only provifes the supply of grains
in the food-deficit hill reglons, but also exports large amounts
to India, In 1865 an estimated 3‘45, 45, QU0 motreic tons of rice
were exported £rom the Hepslese térat to Indim, moking Nepal
the £fifth largest ricesekporter in the world that YEALe | &g
the Nepalese government levies dutios on the export of agricultursl
eommadities, a5 well oo on inported goods, and also on the
processing of ‘Industeial eraps?, (o8 the terel produces
axportable sugplus 0f jube, tobaco, musterd ollesceds, sugarcane,
herkbs, spices, timber hides, etcs) the teral conteibutes very
significantlv to g@mﬁ&mm ii”‘(lﬂ‘%w The tersi also gives

revenue to the governmont of Hepal from the oxport of tishoer as
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a a)emy substantisl area of the teral is under valuable foreats
The state revenuss are now shifting from tawes on timber
operations to tawes on cultivated land as there occurs
replecement of small famms by the elﬁmmmzfmn' of the forests
due to settlement by Imnigronts both from the Nepolese hills
and £rom the dengsely vopulated Indion provinces ceross the
bordere
Untdl 1961 the terel wos ccouplied slmost e:&ﬁzmsvi‘t}aiy
by the people of plaing (e, Indions). Teral populstion
congtitutes chout 30 por Cent of the total p@fxﬂa‘%ﬁi@ﬁ and
ghoyt trzo-—thiz:ﬁs of the terail pepalation lncluded gpeaiors
of plain, lace., Bhojpuri, Maithill and Awodhi, 21l Indian
languages spoken in the mi@hbmamm @iztricts of Uttarpradesh
and Bihars, ©Only little moge thon A0 per cont of the toaral
population spoke hill lenguages, such as Newardi or Mepall, as
their mother tén@um% Put fow of the plains people iﬁz the
terai can be found m the power ﬁtmawm of Nopale Fow are
é@@:mﬂ:ed into the ormy or into the sdministration and not meny
are in the nationsl ponghavat of in the cobinet. In contrast,
the hill people who are sebtled in the teral are sush more

integrated in the pover ﬁﬁmtur@ﬁm

bt

Relstion with

importand a.nc‘z closaat ww,gmmzs mﬁ. Indiae 7The relstion of Nepal

gin @ A Bricf Iote 3 Hepel is one of the

with Indla can be tracod Em‘a the ::% dex Aeﬂ@ﬁ fichzy, on Mageh 17
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1990, calleé ésép&xl ‘almoct goographicelly a part of Indiy

thouwgh an independent netion®.

tany mling dynostics of }.\’:@g;al like Mauvrvées,
Lickhavis, Thakuris, Karnotals, HMalles, Shohos wers im *nigmm.a
from the plains of Indig. fThese imanigrants though once bhecame
the heaed of administration, never mede Nepsl a domain of
Indize. Thoy Sound hege seoluded pesce end some channels for
trade and commerce. King Mohendra Mella is said to have
visiteé the Hughals Court and since then the Nepalese language
ané culture were grestly infliuenced by the Perciens, Arabie
and Urdue lenguages and cultutes. Hepel hed relation with the
Dritish Infime The relation with the British was based on &
Troaty of 1923« This treaty dealt with various espects of
Hepal's trade with India ond recruitment of Gorkha soldierss
Sinve Indla's infependence in 1947, the relastion of Nepal
with Indin em%:ézméu to b bosed on coptain troaties (Cage, 1950,

1960, 1971, 1973 and 1983) +

Since 1950 the relationship retveen India and
-;«@e:apal has been based on two tzeatics 5 (1) the Tresty of Peace
and Priendship, (2) the freaty of ia:*mﬁe and Conmeree « by which
cazh government agroed o golnowledge ond respect soversignty,

gserrivorial integrity and independence of the othern, to continue
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diplomatic relations with the other and, on mettors
partaining to industrial sand econowic devalopment, o gr@.ﬁﬁ '
rights egual to those of ﬁzé cun citizens to the nationsls of
the other mﬁsiciiné in its teorritoricse In ‘bhﬁ Treaty of Trade
and Commerce, India recognised Mepal's right to import and -
auxport conmmodities through Indian territory andé ports, customs
were not levied on goods while in trenslt through India. Both
traatios Q:@ﬁlecmﬁ Incia's desire for é friendly and atahlé
governnent in mspéal.g? |
India and Nepal gre bound by unbreaksble ties of
geography, culture and traditions mﬁ have vital interest in
each other’s wellsbeing, independence and Antegritys
Indoe-lepalese relotions have continued to be fﬂ,en&ly and
cordial most of the time for sver three decades. Hepal has
oxpresced gratitude for the keen interest shown by the
government of India exteonding the coonomic and technical
ascistance and co-operation o Nepal in its modemnizetion and
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national Cevelopmente”  Thus, history and® geography both have

sheped cloge relationship betveen Indis and NHeopale
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| ORJIECTIVE OF THE THESIS

Wepal is one of the imporiant and elosest neighbours
of India. It 19 generslly described as 'India's Northemn
‘Gateway's WNepsl served as a link axea through ite overland
routes crogsing the Himelayas. The cconowic relations botwesn
MNepal amé India 4= as @&ﬁ_@& éiviﬁisaﬁ$an fteelf. Neopal's
attempt of 'modernisation’ ond selfesufficiency started from
the decade of fiftye. It fv 8 typileal oxsmple of a small cowntey
like sie@ai geeking to modornise its economy with the help of
snother developing countey » Indlae Thers i herdly z sphere
of economic activity of Hepal in which Indian soonomic assistance
hop not penetrateds Nepal | ghtompts o reduce its heavy
dependence upon Iindia Eﬁ@f%%-ﬁi?&ﬂﬁiﬁ? its‘tr&ée and econonic
£louse Thua; some changes in dncongedistrlbutien and composition
and airection of Zoreign trade of Nenmal have boen found, I 18
in this context the traditicnal relationship between Hepal énd
India undezwent a change in last 30 years. Further, to deal with
the econonic mimi@mhw botveen Nepal and India certain
~ basic iaéuas relating to policy 2apects of ald énéleemﬁ@mie
co=cporation, role of private investmonts and industrial
collaborstion (since Nepald's industry is tiny), ané assessment
of curreney and exchange zelations have been studied. The
primary objective of the thesis is &o e::aamnm'the econonic

relstionships of the two developing countries, and Yo understand
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changee in the Indoslepalese econonic relations including

wariocus inpedinentte

with this baokground, the Chapters of the thesis

have heen apronged in the following menner

In the Chagter 2, wve have discussed the
socicsscononic cemposition of populaticn of Nepale One of
the growing demographic probless o & population movement in
and out of Hepale Immigronte and erigrants both c@ntsi:g&mﬁ '
pegionael population sipe and im%iczm:@.ﬁ push and pull factors
omong the reglonse In cose of population growth the Indo=Noepal.
relaticon is a very important factor, meinly because India aoted

as a "gafetyevalve® for Hepal's ‘cicess population?a

in the Cheptor 3, we have highlighted in general
outline the nature of induwstrialisstion of Hepale HNepal has to
ge a long way in fespect o industrisl developmeonts. The
infustrial secotoy of Nepal 4s primorily an extensilon of
agricuitural sector and consists mainly of smallescale and

cottage industriese

In the backgsound of Chapter 3, in the Chapter &,
wé have | ansliveed India’z role in Mepal's infustrialisations In
this respect we have studied the nature and contribution of
Indisn private investment in Nepale - Recently, however, joint

veptures ave graduslly gaining momentun in Nepale



24

In the Chepter 5 w«% bave shown that Nepal is
hoavily dependent on f@mﬁ;@ﬁ aid for ccononie developmente
India's as;amtame‘t@ Hepal can broadiy bo divided into two
hoads & acuely, “%@z&éi&‘ti@& amiaﬁémé“ and *dovelopment
sspistance”s In the appendix, we have sﬁu@ﬁeﬁ indepth the

nature of certain indiow-zided Mutuvel Bonefit Projects®s

In the Chapter 6, wa have elaborated to analyse
the efficiency of Indizn ol@ and aleo made a comperative estimate
of the aid programe of different courtries 4o Nepale Nepal has
diversificd the sources of aidde This haz created sowe econumic

problems both for Nepal and Indiae

| In the Chapter 7 we have studied the baﬁt@m of
Indo=Nepolese trafao. The Indoelepalose trade hes undergone some
gtructural change in Nepnl, Hopal iz keen to dilversify its
trade and consequently the composition and direction of Repal's

trade dndervent seversl changes in the lest throe decades.

In the Cheoter 8 we have further studied the
import and export e&n@@siﬁi@n of 2«3@@@3@% trade with respect o
India in recent yoarse Problens of Hepal's deficit in halance of
trade has been discusseds Urade Ceficit of Hepel is o great
concern for India because of the fect that such gap im bilateral,

i€ not checked well in time, may affect trade between Nepal and
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Indla. The natuxa\of>m®vamamﬁ of terms of trade of Nepal
with India has also been highlighted in the oppendix of the
Chapters This study shows that the terms of trade of ﬂ@éﬁ&
has improved and deteriorated Sepending up@ﬁ the tamg@ of
development in Nepale & note on forcign trade multiplier has
koen given heres .ZQ the aspendix of the Chapter we have also

discussed some aspects of smugoling ecross Indeeiiepal border.

In the Chagter 9%, we have studied the azture of
ﬁ@palaﬁeHeurx®m¢y an¢ exchange xaﬁaﬁ betveen Nepal ané India.
Yhis cugrency and exchangs relationship had anéer@éae several
changes due to the @@1&@3‘@£'t:a@e diversification of Wepale
It has been shown that oxehenge rate relation between the two

countries is extremely Commlete

In the Chapter 10, we have given the swmary of

the najor findings and conclusion of the thesise.
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oD Crowth Rate
(in milmem Fw) ﬁé.n mmmﬁaeee)

?@r ca&;ﬁa ?mmm i@n

Yoy GDP(Rss)  (in Hiliion)
196465 13323 - 133140 1001
196586 i4268 Tal 139641 ‘ 10,22
196667 14036 wl o8 134547 10443
1967-68 14135 07 - 1328,5 10.64
1968=60 14765 4.5 v 1359,6 10406
1969=70 15146 D5 1365.7 11,09
197071 14964 *le2 - 1321.9 11632
1971-72 15428 Bel 133446 11456
197273 15361 =0ed 1300.7 11.81
1673~74 16339 Gtk 135448 12,06
1974-75 16571 1ed 1345,0 12432
1975=76 17300 444 L 1378.1 12459
1976=77 17822 340 13858 12486
1977-78 18211 242 1385,9 33418
1978=79 19703 Be2 - 146846 13442
197986 183110 Hed 132049 . 13471
108C=81 20158 1243 1342.0 15402
1981=82 20026 368 1363,2 15435
1982+83 20642 wlo3 131546 15469
198334 23075 23 1314.7 16403

Souree 5 Cellebas EEE?&iiq.-
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Leopomie Growth Rate of Mewel {(Annusd chance in Percentane)

forioultursl Noas-egricule €GP Per t:agsita

Seator tural Sector - income |
Targets of the _ ,
Sixth Flan (1980.85) ~ 3s2 Ge6 493 240
achiovemente 447 440 404 1e7
1980=83 . 104 S04 Be3d - 5.6,
190182 35 4e2 308 1.1
198283 - 2e% Oed - 3.8
198384 o7 5.5 Ted 4ol
198485 _ 3.6 445 565 1e5

sourece § He ?9& ™ ﬁ@"@m. - N
Table 1e2
annual Average Grouth Rate of Hepal ané other
Low Income Covmbriose .
ma: ﬂépal ﬁfganiss%n Q.énglacp Eamwa India Pakise s.g-i» o
deoh tan Leanka Inceome .
counteies

196070 23 240 Jeb 266 348 67 4e6 349
1970.78 2.0 Gof 249 40 367 o4 344 346

Source ¢ Horld Develooment R alilasa P 19B0, HePeCap Hepale
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Conposition of anP im'a@@ai by sectoral origin
_ {at cuzrent prices) . ,

Sector (in per cent) 1064s65 106970 1074=75 107030 198485

1« Agriculture ’ 680 . E8s1 6207 - BB @ 5H3e4
2¢ Nomwagriculture 320 30,9 30.3 4.4 478
(s) Mining 0.0 141 0.0  0e18  Meas
{b) Hanufacturing a3 240 248 2465 Hee
(¢) construction 268 148 1,0 6472 Neds

{d) Transport and o
communication 1.5 2:0 27 6460 Nsde

() Cottage industries 6,7 . 750 Te0 1436 Neds

{£) FPinancial

institutions "isl 143 T 1.9 (7485 Nele
{g) Cunership ond ‘ , “ ' |

duwellings : 3@:4 ‘ Tl 449  Ded4 Habis
{h) Pukidc administroe | |

tion ané Defence 3.3 148 240 548 Nele
{1) Electricity 0ol = 042 Oe2 026  Hadte
{3) wholesale and ” '

ratoll trade 7% I 3«? b8 - 337 Hefie

(k) Services and - § _
cthers 2 @? 26 23 Ge T8 Habe

Hadte 3 NHOt Avallatle

Soures 3 CeBeSes N ;@#ﬂzqo i‘gw?@ﬁlo
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’?ﬁ}f}l@ . j. 6*‘5

Allocation of Public Secetor Cutlay in Nepal (Rs. in millicn)

Sector © ohisd Plan  Fourth Plan  Fifth Plen

le Traneport and 873 - 105G - . 1869
communicationss (£9) (21) ‘ (28)

2. Agriculture and 387 ez 2003
ruzal development 422) S #:1:5 B - £30)

86 470 1338
-45) S &1 A - 420)

4. Socianl Segvices 23% . 352 . - U Y
{13) (15) {22}

%o Unallotted 205 -
(11) ot

- 3 Industry and power

-

Total 1779 2548 6674
qa00) . (300 . . (200

Pigures in the brackets indicate percentaoeSe

Source 3 HePeCo Napals
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Item

1979730 1900/81 1983/82 1982/83

Letinmate

ERSERDIIURE
‘Regular
bevelopment

RECEIPTS
Revenue

, Poreion grants

OVERALL SURPLUS (#)
or DEFICIT(m)

347047
1116241
230846

2685 46

168040

£OS45

~w-?35§1

SOURCE OF PIRANCING DEFICIT

Poreign loan
Reimbursement
Internal loan

Cash balance surplus

5349
.

1800

0.2

409243
1361,2
27311
298841
241942
BE8 .9

'N"$@312 52

$93e3
2800
@'iﬁgql

53613

1634 o4

372649

367248
2679.5

_99393

3688.8

5G06:7

16342

‘ 50040

458,6

916742
222844
695848
5650 48
404245
16083

~3536ed

2019.7
h

1000.0

31647

Source § CeliBes Hesale




Tabla 1.6

Regiconal Pispority in Nepal at a alonce

criteria Mountain  Teral end  Kathmendu A3l
and hiils Inner Teral Valley Wepal
l. éﬁgmlatima, 39861 A ' - ,
{per cent) 50e7 36a% 4e8 100,00
2. Population Density ,
1961 (¥kmd) | . 53 120 815 . &7
3. Population Increase, 10.7 14,6 119 .14
1952/54«61 {Par cent)
4o Land area, 1967768  T3.8 23.8 Dot 100,60
{ Percentage)
5. Cultivated ares, 1967/62 N
{ Pezcentage) 318 - 6543 249 1Z498
6e Food grain fe) 229,269 {45685, 825 - {+) 338,903
{Metric tons) . :
7. Lorgeescale e 62,5 37,5 100,60
Industry{Percentane) ’
8e Transport
(&) All weather roads
{Fercentage , . . .
mileage) 45 44 3646 2042 860400
{x) Rosof ailrporte 2 12 i 15
9 Socinl services ' : _ ‘ |
{a) Bdurstion 15047 . 124411 74448 348446
{High Schoeol 4 Colloge) '
{b) Health TO+18 24425 3+11 97+54
{liealth Centze ¢ S e .
Hospital)
10+ Noe of Dévelopment
Projects, 195670
{percentage) 34 22

14 28

Source § Fourth Plan, NePelq, Noepale
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