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' HLS HES MAJESTYCS GOVERMMENT
 DLPARTMEN1LFOR COOPERATIVES

FIV& YEAR PLAN

_gooPERAT;m DEVELOPMENT = °

BAGKGRO ND

-

B wzth the 6b3ective of mobilizing the scattered manpower and the meagre
capibal resources of the country and to thereby sirengthen the rural economy
of Nﬁpal‘cn gooperatlve lines, the ﬂepartmant for Cooperatives y@s/established
ia 1954 for initiating the cooperative movement. In 1956 the Depaftmént
bygahized the first cooperative credit societies for the landless perSOds in
'Chit%an under the Rapti Valley‘multiapurpmse development plan and made credit

 &%ﬁiiabla to these rehabilitated pecple at reasonable terms and rates of

interest. Gradually the organizing of cooperative societies in other districis o

WA wkken up., The Q@p&rﬁment again concentrated on tr%iuiﬂg pefsonnel and
&ﬁ@ﬁaiﬁtimg the villagers with basic concepts of coeoperation. ‘The objectives,
i the esrly years, were Lo assist with the formation of coopsrative ﬁocieﬁieg

' ihased upon s2if-help and matual aid for the economic development of rural

“* pzople. Thus, by the end of the last 3-¥ear Plan period, a total of 1109
 ‘pEimm?y cooperative socisties (creditg mlti-purpose, cgnsumer, cottage
©industry ete.), 2 dLut“l@t level consumer's coopsratives, and 14, district

, ;aopwrative marketing acd credlit uanions had been orgamized. The problems
enroanteren were: (1) ths activities of the ﬁooperative Department were not N
v@ffectlvely coordinated with the activities of other concerned urganlzatlonsg':
1%?2} iack of adequately trainad personnel to staff the Department; (3) in-
é:équ&t@ commnicetions made field oparations slovw and diffidulﬁ;f(A} in= .-
sdzquate loan capital was aveilable and therefors the needs of smallrscqiéties"
for furthering their development have nét been met. In this 5-fear Plan



g

afrorts will be c@xcaquaaued o5 the strengthening of preseat sociaties'ratheﬁ
than on coptinved numerical expansion. The old, as well as neu societies,
will be reorgenized in a planned mamer and made active under the land reform
program. This will go a long uay toward strengthening the econcmic sector of
the Fanchayal systen. ; | o

Efforts will be made to bring about complete cocrdination betwsen the

land reform program and the cooperative movement. Along with land reform,

0‘%

ha lspartment will try to organize coops in esch village P@nch&Jat and make
all efforts to provids Lfarmers with necessary credit, marketing facilities,

improved seed, fertilizer, insecticides, funalcx des, consumers' goods, con-

struction of irrigation canals and storage facilities. Considering the avallabili

of trained personnel and loan capibel, markebting, consumer and credit socistiss
will be organized accordingly. Societies organized under the land reform
program will be responsible for the compulsory savings scheme and they will
alst sgsume the responsibiliities of the MWard Commitisa. Cco?er&tiva farming

»

w@ws will bs

(»«;

sehen ﬂt o ncad in some aveas on an experimental basis. Consumerts

gtores and cotiage indusiries along cooperablve line ll also be given due
atbention.

The Department, in the plan period, will go ahead with a training prograum

%o meet the dearth of trained pevsonnsi. The success of the cooperative move-

ment depends entirsly ou its workers; therefore iraining programs of different

durations will be started for departmental parsonnel and employees and members

of sccieties.
It has now become necessary to erganize cooperative socleties at the

villege, district aad national'level for placing the movement on 2 sound
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{c) Te develop a system of audit, business analysis and in-service
training for the professional st’é.ff and menaging boards of societies
and unions so0 that management compstence will be continuously up-
graded. ‘

(d) Develop a éyst.am of training for Department staff including both
in-service tralining and foreign gountry courses to insure the avail-
ability of well ti‘ained technicians to provide ﬂigl;x quality assistaxi@
to the cooperative movement. \\

{e) Estgblish a permanent location for the Cocperative Training Institute
which has adequate facilities and equipment to effectively proﬁde
high quality training to both Dspartment staff and cooperative mem~
bers.

{£) To propagate cooperative principles and practices through a system

of member education.

TARGETS OF THE PLAN
One multipurpose cooperative society will be organized in each Village

Panchayat in the second phase of the land reform program. The numbsr of
multipurpose cooperatives {like the one in Budbabare panchayat) which will
be assigned special work like, credit, mﬁnagem_ent, marketing of agricultural
produce, gupply of consumer goods, coitege industries and godown facilities,
will be 350. The number of special cooperative farming societies will be 10,
con'sumers 10, and industrial sociebies 75. | The total aumber of all types of

societies working with special assignments will be 445.



PABIMENIAL ADMTNISIRALICN

Biden

Ooe W the lacrsasing w#work load of the cooperative development programs,
the Oepariment will be expanded aceordingly at the various administrative
levais. Jone new sections, such as audit, marketing, and eccnomic analysis

and rssosrch will be added.

Z0AL,_ARMINISTRATION

. The Department; like other depurtuents, will have one anal Cooperative
Officer in each zons. There will be as many auwdiiors as there are districts
under the Zonal Officer, and he will be the link betwsen the center and the
district. Audit of accoumts will he carried cut by 3ub-inspectors and will be
independaent of the districet. They will alsce endit the acccunts of all
district leval socisties. The Zonal (fficer will implement a progranm Qf
éooperative developrant within the zone and slgo carry oub all the powers of

the Registrar as delegated o him.

DISTRICT ADMINISERATION

There will be one Cuoperative Inspoctor in cach district to essist and
cooperate with the distrlet panchayat in mntiors relsted to cooperatives.
There will be oné Sub-inspector for appréximately five cooperative socicties,
to periodically inspéct their activities, to sudit their accounts and to es~-
tablish a proper set wp. They should forward a copy of the report to the
District Pﬁnchgyat; the Asgistant Ccoperatiwe Offiéar of the District Panchsyat
will ferward a copyeof Ghe repert to the Anchal Panchayat and the Anchal -
Pancheyat in turn to the Department. Information regarding the financial
status of loans provided to institutions (from the cooperaﬁife Bank) should
be furnishad to the Bank, The location of sub-inspectors' offices should be

in convenisnt places to properly supervise their respective societies.



To lennch ths (‘:Oopiﬁmﬁﬁ_'e;rg nvanont pzwoparhr the Coopgrative D&p&rtment :

will have as its wajor functicns the following:

(a) orgenigation and registration of cooperatives;
(b) advige on drafiing of by-lavs with particular care to see that they
- do not eonflict with the (ooperative Societies Act; -

{e) recruit and train cooperative staff and field workers;

{d) maintain a public relations program; \

{e) advise on cooperative member's education;

(£) advise and assist in the drafting of forms and legal documents used
within the movemant;

{g) &udit and inspsction of ccn@aratives;

(h) to implement savings schemes; |

L) prepare business acalyses and reseavch papers; -

{j) finalize the disputes among societies judicially;

(k)' disseminate cooperative information, prineciples and practices with
tha help of vwisuel aicis: periodicals, {ilms and film strips and
arrange seminars gnd workshops;

(1) appoint liquidators and enforce aud contrel the liquidation act;

(m) cayry out sll other necessary staya for the development of the
cooperative mvement. |

4 Primary Society

It is plaoned to establish one primary rmltipurpose cooperative society

in sach Gram Panchayat with the implementatioa of land reform. Due to the

dearth of trained personnel, and other difficulties, a limited sumber of
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aocietisa will bs celsched. Societies to be established in Village Panchayats
- will have to carry'on'thei? work under Panchgyat Ward Committee. The ganeral
| woeting of the society will select 9 supervisors, one from each wsrd, and a
chairmen would be selécted from spong them, 5 mezbers from each of the 9 wards
should ba preseat to hold a general meeting. The members of the society in
sach ward will électlfrom aﬁong thenselves a J-man Mard Goﬁm;ptee. One of
thew, who is also elscted to the management commities, will be\ekwofficio '
cheirman, “he managemeut comitice shell sppoint a general manager and adequate
staff to handle the adwinistrative work of the society, but these appointmanus
) ahvu*d got. final approval of the ‘general meeting.
| The functions of the Ward Commities will be to advance loans to the
menbery and the racovery therecf, i pragare an ggriculture development plan,
@u6i€° azvings, sell piroduce, provide daily consumabdle goods and storage
facilities.  The priwmary society is tha starting point of the cooperative nOVo-
ment; therefore the nembers will collectively make an effort o solve problems
of cemmon interest and to mobilize resources to meazt the economle needs. These
societies will be the madiuvm through which the varicons government aided
programs permeate io the general publiic.
indar the various ressttlemeni: prograns during the third phags cf Land
Reform, Cooperative Farming will be started on an saperimental basis. This
work will he doge in clese coordination with the Land Reform Department,
epariment of Agriculturs and Resettlomeat Company. By thls method one
thousand families will do coopsrative farming with the aim of increasing
agricultural production. |
Able and efficient handicrafismen of small means would be pooled togsther

to work joiatly for their economic uplift through cooperation. Such societles



- would work in cooperation with the Depsrtment of Cottege and Small Scale

| Industries and Indns@ries Departments. Special emphasis would be given to

paper and metal M, blankets, cotton, ceramics, nickleplating, socap;” -

curios, wooden handiecrafts including furniture, fruit canning ete. |

B. District Qoomt:we ggi n :

In order to have a common ‘relationship for the many eoopgra'tive so:letles
in a district, and be able to consider and act on problems and common needs, a
district cooperative union will be organized. The primary cooperative societies
of the district will be the mambers of the distriet level unfon and those
membefé will 'salect one representaﬁiée each for the genersl ocommittee; sub-
sequant.ly the geners.l comnittes will select 9 organizera and one chairman.

e There will a.lso be an advisory committee for the union. The managing committee
will appoint a manager and staff to manage the administrative work, but it
shall see that it getls ﬁns.l approval of general meesting fcm these appointments.

The union will provide shor‘a-tem and medium~tern loans, both in cash
and in kind, to the member societies. Godowns will be constructed to store
the loans repaid in kind. This will he:l.p’ to stabllize market pricegs. The
union will also provide consumers goods, and other goods needed for agriculture
by farmers through the member socisties by procuring them from other sources
and processing facilitiss. It will educate peopie regarding their membership
‘and popularise cooperation among them. |
C. JMatlonal Cooperative Zedergt;oh _

A national Pederation of cooperative unions will be organized so all
cooperative usnions and socleties will have a common relaticnship and thereby
becer more self sufficient. This federation will be governed by & board
consisting of one delag;t.e from esch member union. The chairman and manager
will be selacted from among the representatives. The managing committee w:!.ll <y
appoint the manager and staff members; however, approval from the geaeral



meating\will be obtained. {1} The federation will cater to the conmon neads
of member unions and their wsmber socisties, eapacially'in the field of coop-~

erative education. {2) The Federation will be designed and organized to

negotiate large scale purchases of commodities and arrange for these to be
transported to primary societies through the unions. (3) It will maintain o
close contact with government departmeats, and other organii&&iqns, which |
have appropriate assistance to offer and arrange ways and n-a-'to‘channelb
this aésistahce to respective unions. (4) It will keep closs contact with

various international cooperative institutions and take advantage of their

services,

FINANCING OF THE COOPERATIVE ORGANIZATION AdD GOVERNMENT SUBSIOIZATION

. Member societies should meét the administrative and other expeases from
" ‘their own resources to:run the cooperative movement at dirfefent stages.

All costs related to various services provided hy the society, union or
fedsration, will be added to the basic cost of the aservice, commodity or
facility provided, and paid for by those receiving their benefits.

Financial help in the form of subsidy will be given to those societies
which are working properly but due to circumstances beyond their control
cannot bear the administrative exﬁenses.

~ The existing Cooperative Training Institute will be expanded for the
training of Departmental staff and cooperatives employeee. In this Training
Ingtitute, Cooperative Auditors and Sub-Inspectors will receive training
from 3 to 6 months; training for Cooperative Managers at the Gram Panchayat
level will be for 3 months, and a 2 montbs' training for Supply Supervisors



~ and Ward f;x;parviaors‘ﬁill e given. Refresber course will be arrangeu
| periodically. The Managers of Distriet Unioans, the National Federation,' and
senior officers and é;)operative Inspsctors of the Department will be sent
to foreign couatries for higher training. Similar attempts will be made to
send some Sajha staff members, under the scholarship scheme, 80 they will be
of more assistance in administration upon their reﬁurn. | |
COJSTRUCTION OF ZOWNAL OFFICES AND TRAINING INSTITUTE

In the absence of ataff ‘cmarters and office apace, szonal accomodations
are now rentéd. It 13 felt to be advantagecus to own such facilities as the
congtruction cost can be recovered through rental savings in 10-15 years. A
geparate building for a Cooperative Institute will be conatructed in the
second year of the Plan. |
RELATIONSHIPS WITH OTHER INSTITUTIONS

A committee will be organized to establish close relationships among
the Dapartment for Cooperatives, Cooperative Bank, Department of Agriculture,
Departmant of Land Reform and Deparimont of Cottage Industry, to carry out
their work in a céordinated way. The main objective of cooparatives is to
increase agricultural output; therefors, coordination of activitiés among
the various departments in providing technical assistance in ths special
" program con&ucted Jointly by the Department of Agriculture and the Cooperative
Departnent is necessary.

Tt is essential that the Cooperative Bank, as the lqan providing agency,

maintain full coordination with the Department in order to develop the financial

position.



The number of sdcietlies to be organized, and the training facilities

~ Lo be provided, will be as follows:

Teble A: Number of districts whers cooperative
gocieties will be organizad yoarly.
| District S
_.[1an Year lTE;eliminm,a_aw Goordinated Program
I 10 5 |
11 15 10
I 20 15
v 25 20
Y - 25
70 75
Table B: Number of 5péaial Type Cooperative
Societies
: First 3econd { Third Fourth } ¥Fifth
Kind of Society lear Yeer } Yogr 1 Year Year Total
Coop Farming 2 2 2 2 2 10
Industrial Coop 5 10 15 20 25 75
t Consumex's 2 2 2 2 2 10
Table C: Numbsr of District level and National
level cooparativas {o be organized
dunber i S T« G N 5.4 iV v___} Totall
Distriet Level 1 5 10 1 12 39
National Level - - - 1 - 1

Table D: iumber of Village Panchayats and Coopsrative
socleties with special sssignments each year

. ‘ Number of districts to begin each year :

Plan Period 5 10 [ 15 20 25 otal
Pirat Year 10 - - - - 10
Second Yeer 10 20 - - - }0
Third Year 10 20 30 - - 60
Fourth Year 10 20 30 40 - 100
Fifth Year 10 20 30 40 50 150

50 80 a0 80 _50 350_1




Table H: Sumber of peopis to he wwained for the
malti-purpose cooperative socletles at
Village Peachayat level.

- ' Supplying & - Rard -
Flan Period... { Mansgers Accountants | Marketing Supervisors
] " Supsrvisgors '
¥irgty Year 19 19 19 30
Gesond Year VA A 4l 90
Third Year 79 79 79 - 180
Fourth Year 124 124 124 300
. Jifth Year 172 179 179 430
Totals 445 445 445 1,050
Table F: umber of trained personnel requirsd for
District Cooperative Socicties
: Supply and :
Plan Pericd Managers Marketing Loan Officer Accountant
: Officer
First Yesr 13 17 17 17
Sacoiid Year 3 3 3 3
Third Year 3 3 3 3
Fourth Year 3 3 3 3
Fifth Year b b 4 4
Totals 25 20 30 30
Tabls G: PFor National Cooperative Federation
: Supply and Educstion
Plan Period Managers Marketing Accouvntant Officer
‘ Officer
First Year - - - -
Second Year - - - -
Third Year 1 1 1 1 -
Fourth Ysar 1 1 i - 1
Fifth Ysar - - - -
2 2 2 i 1

‘ Totals




Table H: Training to Ssparinmentel Staffs

Pien Period ggggor Qfficerissgt, Officer fuditor _ ec
First Year & 11 16 300
Second Year & 11 25 350
Third Year 4 11 34 -
Pourth Year A 1 -~ -~
Fifth Yesr 4 11 - -

Totals 20 35 75 650
Number of persons required: {(during the plen paricd)
Table I: {a) Staff needed for Department
1. Senior Officers 20
2+ Goop Inspectors 55
3. Auditors 75
4. Coop. Sub-Inspectors o959
Total 800
Table I: {b} For Naticnal level
1. #eanagers 2
2. Marketing Qfficexs 2
3. Supply Officsrs 2
e Accounteot , 1
5. Eduestion O0fficer 1
Table I: (¢} For [istrict Level
1. Munagers 30
2. Supply & Marketing
Officers 30
3. Loan Officers 30
4. Accountants 30
Table I: (d) For Village Panchayat Leval
1. Managers 445
2. Accountants 445
3. Supply & Marketing
Officers 445
1,050

4. Ward Supervisors
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The fallowiny {ui ment ie required during the plan period:

TEAR
Degeription N 1 3l 111 1v ],
Josp | 5 2 2 p;
Calenlating Machine 3 3 3 3 3
Typevwriter & 4 2 2 | -
Camera ’ 1 - - 1 -
Movie Projector ' 1 - - - g
Slide Projector , - 1 - - -
Sieeping Bags 30 50 50 . -
oplicating Machine 7 3 2 2 2
Hotor Cycle _ 1 - - - -
335.::;«'@@ 200 {2000 § 100 - -

For e;.g é Vl el

Far the implementation of this plan 2 fow forzign advigors and specialists
will be needed. Among them, ong {or contreld oifice, oue for field offices,
one for Naticnal Federsbion and two emch for ths first and aecand yesr for
Sejha movement. It is presumed that if the working pericd of the advisors

and specialists would be two years, the number required would be as follows:

; First Socond | ihird Fourth Fifth
Year dear i Fear .Asar 3 Year

Advigors and : g ‘

i Spscislists ¥ 4ot b } Zdo 3.} 3.
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VILLAGE DEVELOPMENT WORK

The Four Steps in Village Development Work are:

8. A systematic discussion of common felt needs by members aof
the Community.

b. Systematic planning to carry out the first self-help under=
taking that has been selected by the Committee,

ce The almost complete mobilization and harnessing of the
physical, economic, and social potentialities of local
community groups.

d., The creation of aspiration and the determination to undertake
edditional community improvement projects.

The objective of Village Improvement Work e

To help inspire village people to work to live better and
also create in them a deosire to learn how to live better.

Pitfalls to avoid in Village Development Work:

1. Failing to understand the people

2. To tell the people what their problems are instead of
helping them see and understand their problems and arrive

at the decision that they have a problem.

3. Giving answers to questions without being sure.whether the
answer is correct can be dangerous.

4, Planning the program and not having the necessary supplies
and tools ready for the villagers use will make the villagers
lose confidence and trust in you. .

5. Not wanting to do or not knowing how to do the things that
are recommended is a sure way to lose the confidence end
respect of the villagers.

6., Failing to follow through on village interest.
7. Failing to get village people to act as leaders
8., Making decisions for the people or trying to force the people

into accepting a given recommended practice is not democratic
extension work.

QVER
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10.

— 2 -
Becoming interested in and stmulatlng village interest
in too many things. :

Becoming ;impaiiién‘b at the emount of time it may require
to bring out a sufficient change.

4, Satisfactions of being a good Village Worker:~

ae
b.
Ce
d.

Ce

The

The villagers trust him

The villagers believe in his honesty.

The villagers know he will keep his promise.A

The villagers know he will help them in any way that he cane.

The villagers can count on his help at any time.

ultimate success of Nepal's Village Development Program

will be when the villagers become effective, self agsertive citizens,
and Nepal will blossom out as a living democracy.

May 8,1959
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Chrffi BFFECTS OF RECiaid GHAHEB IN HLRAL IGPAL

John T» Hitchcoolc*

Geographically the kiogdom of Nepal may be divided into four r”/itaiss
the arsa of high peaks and northern plateaaj the hilly area; the Kathiuandu
Valley and the lot™-lyir® foreefbed bait boi-dering indlao On the tasis of
~irsthand experience, little has bssn published about villaga life in ths
western hilly region and nothing about how these villages have responded
to recent developments of intensification of trade educational advancQSj>
and govoranent-grtiiaulaied changes, To throv/ scsie light on th”*ne oueert-ions,
thip article will analyze data drawn from a single village in thei tls
Ixiils south of AxmgjRuna Himal. tspecificallyj I aski What changes have
occurred in the village and the area adjacent to it during the lifetiaa

thoso who control village affaire? T\Vo trends iri.ll ba pointed to aa
having special significance for the fitureo

Introduction and Bad"round-*-

Nepal has nmey features in colamon with other regions of Asia; heredity
as the isain daterroinant of statusj family and kinship as the main sources of
securityo Industries are few and much of the agriculturally based eccrmomy
is character!zed by small holdings, production for use, and tradi%IMlIri
servios relationso Coiainunications are difficult, educational opportunities
restrictsdj! and illiteracy videsprcado

Despite those eimilarities? the countiy has remained more “traditional**
than other Asian societies# It has been less affected by modern industrial
civilisation and by the ideas associated with the Enlightenmeato Nepal*s
relatl'*ely unchanging tiay of life resulted in part from the mountaiaouB and
difficult terrain bxt ijas primarily due to deliberate govremiaent policy t"hich
fostered isolationsffl and coaservatisffl*

The Rana family5 ilfhich ruled Nepal Srosi 1846 to 1951,, disoouraged
education vdthin the coiintry, and permitted few to travel or study abroado
Except for a few forsign diploaatic residents of Kathmanduj, residonco or
travel Igr outsiders was almost non«sxlstent* These restrictive policies
effectively maintained a conservative Hindu polity through the early part

N John T, Hitchcock is in the Department of Anthropology and Sociology
at the University of Califomiaj Los Angels* (This essay, representing
a preliminary field report, was written under trying physical conditionso
The editor is grateful to ]™:.ofes3or Hitchcock for having responded to our
rsquest so that this very iaportant and little reported area might bs
covered in this issue.)

lo  The research on liiiich this article ia baaed \as mads possible ljy a grant
:~oa the National Science Foundatioao The research, which is still in pro-
gress} was carried out in the winter, spring, and fall of 1961b My wife
participated in all aspects of the worko We i”ere assisted throughout by Hem
Bkhador $hapa, and during parts of the work hy Hari Raffl Kana™ Bihari Krishna
Shresta, and Kesar i«all Shrestao



of thifl ocenturyo Tba refanaiet Hindu socta brought constant proesur© on

the Rama faffllly for nmore liberal pollelea® Prior to their overthrow in

1951 and In 'the wake of India's sucoesBfUl struggle for Independence the Ranas
did nate a few isovee In liberalized dlrectlona* But it wag not until the ro-
aunpfclon of rule by the Shah faially# after the revolution that the country
saw any marked gtepa In nev and more progressive pathso

kt this time, espaolally In the Kathinandu Valley, there was vide®
spread dismission of judicial* political* and ~onomic reform followed T
the Iseuance of a number of gorvemment dlrectlvesc In 1959, with the
ccMi«try*8 first general election, parliamentary rule was establlshedo 'the
king felt It neoesaa}™ a year later to dissolve Parliament and rule'Slrec-tlyo
But by this time most of the trends In Ili3eral governaent w™re established
and continued to be encouraged and strengthened«

TGe most rudimentary economic development of Nepal would hardly have
been possible without financial and technical assistance frc” outside the
countiyo Much of the expense is being met ly fiussla, Chinalsrael., and
Indlao The United States foreign aid program, which was extended to Hepal
In 1951, has since been steadily expandedo

Banyan H ill

In the question posed at the beginning of this article, | used the phrase
"vmage and area adjacent to It,"” The meaning of "area adjacent™ has bean
defSbaed ly ay Interests during the course of this study, not primarily cca-
cemed with change. | node systematic contacts with groups outside the Tillage
only Wiea th” Impinged on or affected the focal village,, | was concerned with
Brahmans from nea”/ Brahman villages, for instance, oi”™ In their roles as
moneylenders or family priests In Banyan HIUo | m®atlon this in order to
make clear the limitations of the datao

Banyan Hill consists of twenty-six Magar farmsteads with & population of
133* The magar inhabttarrts are part of a racially i™ongolold tribe who are
nuBorous In the hUla scnith of the “apuma and Dhaulagiri Himalso The tribe
acoounts for at least a fifth of Nepal*s total populations Hagars In the area
around the village spoak both Kepall and their tribal language, l4agarkura, a
T Ibato-Burman tongueo

Bagyan BUI la but (me of a xaimber of snail vIlIE~es which make up
Fandera Thua, an administrative division whaose unity Is symbolised & Thum
ahrlne or kota In addition to the focal vUlage, th”~e are eight other Magar
villages ranging In elae from nine to thlrtyseven households™ Out of app”o»
xloately six hundred householde In Fandera Thum Brahmans oocupgr 243, or
forty peroeflt, and 14agars 190, or -Wilrty-two parcento The villages In the
Thum cover the southern slope of a 4,000-foot rldge» Each Is surrounded tgr
terraced fields; alUet and malae are the major crops on the dry land with
IXTlgated land being used for paddy* Fandera Thum is more prosperous and
productive than the higher and more northerly areas of western Kepalo

Ties of traditional service connect Banyan Hill families with Brahoans,
Metalwoorkars (elxfey householda), Leatherworkers (thlrty-six households) and
Tailors (seventeen houes”™lds) in neighbouring villages* The most Imporfesnt
local officials are two rloe-tax collectors and eight headmene The headman
who collect the dry-land tax are the channel through which the govamfflsat
makes contact with the villagers« They are also e”spectod to lIceep ordor*,
Religions I1fs is choic-aetsrliserl b/ siiaaardsa and a himluisffi ig in



part Brahaan-fliCKilated and In i>art not» Tha noxv-Brahraan-msdiated part in-
rolvocJ saorod danco and song and p’opltation of local godliDgs ‘ay li‘/e
riooo

Most Banyan Hill Magars belong to two patrllineagoso The nuclear
family predocolnates and ties of laarriagQ connect the families to other Magar
Tlllagea within a five-<(jllo radiua* Matrillnaal cross-cousln laarilaee Is
prefen”™o There la one landless laborer familyo All other families owii land
and land-<wning is important both econranioally and in tonua of status in the
villagea

Inteneificatlon of Trade

In recant yeara* there has been an increased monetization in Banyan Hill
and an increase in trade iteme available in nearby rogionso The prinary sourcei
of cash are eoldiers' pensions, and noney-lendingo The number of soldiers and
I>ensloners in the Thum has been more than tripled; now there is a Captula and
a number of Subedars \rfiere previously there was but one Gurkha ccsnmisBionsd
officer of Subedar ranko Last year the eight Banyan Hill pensionersj, one of

is a Subedar, brought in a total of Rss29ii6027 in pensxons»™ At present;
two nmen froo the village have civilian Jobs In India and, from time to tlrae®
send small amounts of money to their wives* Monies from outside the Thuji
are further augmented by the salaries of five school teacher”™ one Is from
Banyan HUIo

The sale of grain brings in some cash from outside but this source does

not compare in importance with soldiers* shlarles or  penslonsoAlthmgh 1 do
not have data on the Thumas a ~ole, | believe that they wouldshow that
loans are one of the most importsnt channels by which cash is brought into

the Thun, At least It is true in the case of Banyan HUI whosewealthles™t

resident, a headman, has loaned approximately Rs 60,000 at ten percent and
fair proportion of the loans were made outside the Thum> The purchasing
power which this cash represents acts as a stinmltts to tradeo

Another factor of Importance In this newly mergent cash economy is
rising prlcaso Teh years ago a commonly used village raeasare (eaathl>of
mlU«t, paddy, or malae os<™ fifty plcea In the spring of 1361, paddy
and maize were selling for 150 pice, millet for 100 pice a pathlc Ad
this was a year of good harvestso There has also been a steady rise in
population. Figures from land records (although they are to be relied on with
caution) suggest that, during the past century, the Thum/s population has in-

creased about fivefoldo

In the area generally, these stimuli to trade are seen in the rapid
groirth of bajsaar townso A bftsaar town has sprung up fcialf a day*s walk fosa
the Thuro Of its six itoro&, all but one were started in the last decadeo
During this time period, two tailors moved to the town and a post office,
police station, and governmentxeponsored health center were establlshedo

Although this town attracts some TYw trade, most of Pandsra Thunte
trading is done in a small bassaar a few mimtes walk from Banyan Hill,
The flrat shop was built here twenty-five years ago and three others were
fttt up In the last twelve years. Some idea of the trading possibilities
at present are shown by the fact that the owner of the largest shop (with

Cm UaSo dollar equa’,s "<60 Nepsil.



an iBvcntory oC ite /450000) now taiku ot iiotting o.j another st lallot
noi~*bo Cl J

The largest sailing Items In theeo chops ore cigarottes and clotlzo
ThO Bosfc popular cigarette is raed® ia Nepal and carried in froci Warai‘anghaij,
a town alsout four da™a walk to tha ebuthoaat, wiiile the bilk of the cloth is
Indian made. The cloth as voU ae laost other goods is carri&l from Batwal«

A look at the inventory of the biggest ahop gives one a fair index of
the large variety of goods Currently attracting tuyers in this part of Sepals
Ayurvedic and coae Weetem Medicines» ritual articles» a vide selection of
toilet goods# stationery suppliea, eonp ready-aade clothing, and a heavy
inveetment in cotton clotho Recently added items such as stationery supplies
for the growing nunber of echool children, ready-made clothingf, and flaehlightl
reflect the-new interests of the area*a populaticno

Businees in the shops is almost entirely on a cash basis« Paper
currency, tjhich used to be regarded with cotre suspicionj is readily accepted
irtiether Indian or Nepaleseo All but the newepb shop will sell on credit to
reliable custoaws and the largeet shop has unpaid accounts totalling Es SOOO
In addition to shop purohasea, cash la the usual nmedium in livestock tranac-
tions, interest on loans, and tax paymentSo

To balance the picture, howenver, it roust be noted that there are wxay
tratisaotions which continue to be mede in kind. The people of Banyan H31L
take traditional services frtoi i etalworkera. Tailors, Leathervorksra, Thum
nessengers, priests, and river ferrymen. All of these are paid on fix”"
occasslons, without regard to the specific service rendered ad almost en-
tireljr in kind® Shamans and astrologers are generally paid at least, partly
in kind, asoally at the time they render the service®

Although the shops point to an Intensification of trade and moneti-
sation of ttie eccsiomy, the rolo of proprietor aarks only the incipient
stage and not as yet a true fora of specialization. Despite the size of
his inveetnent and the apparent security of his business, ti>e proprietor
of the largest shop still remains clossly tied to the land. The other shop-
ke«p«r» also havs fanes, ft«t'the most part mMaged by their wives#

Coneentratlons of Wealth

With increasing poPdssures on the land due to the growth in population,
the emergent noney oconoiny, and trade Intensification come new patterns for
the connentratlon of wealth In the Thum In the past, the largest concOrx*
tratlons of wealth were acquired by Brahmans who worked as petty officials
either to district headquarters or in KathmandUo According to public
opinion, the wealthiest man In the Thum Is a retired Brahnmw official; the

secoi”, a Brahnan official's wldono

. axt on a oar with_this widow Is the Maiiar headman of Banyan HIUO
inheriting a taxm of five M of dry land tin this region a is

appadUttately a third of an aoro)™ and nine of wet land, he increased
hie totaX tillage owear fo3” years to foity-one dry and 112 wet hulo

Sdse idea of the relative slie of this operation is suggested by the
faot that the grain produced last yeor on those holdings totalled "aout

SBitl & fafiilXy of fourteen ( a natrl is 2«4 bushels)» The next
ueolthletft farm in Banyan Hill and ono with a high level of living,

2a  This approxlaation dspeaSs upon measurements t*ich wo aads of fields
ffarent faimers to represent a hul o Officially the hul is uot wet—



produced only ninet,/-two for ~oCnino.,
pooreait producod a;>out Live jaur™ for i'amiiy of s9ven« m d

How can this rapid acquisitiou of ljsd be eagjlained? To s«ao «ctent it
is the rdsult of the headman*s favored pooitioa In roapoot to labor, and to
education. Including the ability to write le”al docureentB# But acotly It i»
due to extensiva money-“Nendingo Unlike the wealthiest Tbua BrahaanSj, vhosa
estates laainljr reflect the enoluraanrts of office, this aotate refleofce a local
neod for cash brought about by increased trade,, Sere of the larger loane have
been made to shopkeeperso

However, the major significance of thie rapid e3grattilon Is ita link with
the growing pressure on the lando The disappearance of vacant, cultivable land,
combined with increased population, has pushed nore and nore faunes below the
level of marginal productivityo Data from Baryan Hill show that land partition
anmong sons has mede an increasing number of farms too szuall to meet subsistence
needs« The racst coimon reason for borrowing is slctply to meet the need for
foodo Given such a situation, great advantage lies with the person™ such as
the headman, wo has means and ability to lend nmoney. Land and norey both flow
in his directiono This trend is apparent throughout the Thua, arong the wealth**
iest Brahditas and anong i™ars who have retired with large pensions*

Govemment-Stinulated Change

During the last decade, a number of economic and political reform measures
have been enacted as initial steps in the stated government goal of creating a
“grass roots" deaocracy In rural areas* The problem of enforcing these law*
in outlying areas is complicated to sisae extent by the concooltant changes they
require la the traditional social ordero

Gcagpared to many other villages in the large administrative district to
which it belongs. Banyan Hill Is not far firtaa district headquarters* But it
recently took ne two full days with porters to nmaeke the trftp and It takes most
hiiinens tr&velling light and fast, at least a dayo Nowthat there is an alre*
trip in Pokhera, Bartyan Hill is only three to four days forom Kathmandu. OnM*|
a few years ago, It took ten to twelve days to reach the capital city® |
mention these travel times to e”lain a situation v"ioh may be termed "adminls*
trative fadCo" Coramunications are so difficult that lawa vich are passed often
cannot be enforced and, in fact, are sometimesunknoan to viUagerso

I conducted a survey In the village to determine the extent of the
residents* knowledge of a number of laws passed in recant years \hioh directly
affect their welfareo Although there wes almost tbtal ignorance of the law
(1957) which forbade landlords to take over half of the tenants* yield aa rant,
it was generally knoun that interest rates of nore than ten percent were now
illegalo Everyone also knows that headmen are forbidden to take the formerly
allowed three days of free labor per year from hpuselwlds where they collect
the dry-land taxc

The difficulties of iniral law enforcement are seen in the contlnuatltin
cf high interest rateso Although the documents involved record an Interest
rate of only ton percent, one Banyan Hill farmer is paying fifteen percent,
although in kind» Some norney lenders take only ten peroent during the
period the loan runs but at the outset they lend leas than the anmount re-
cordedo In general, the picture is one of rising interest rates with noney
becoming harder to obtaino

A measure which has bad an effect on the traditional social structure is



tha one which forbids headmen to extract custoioaiy labor duecc Xho law ; m
been rseonably effective alnce knowlecige of it is widosprdado Soiaa headriien
have ceaaed trying to take thio kliid of labor bat those who choose to disregard
it spoak of the cu”oisary axaction (profviously called both!)» as sag” mwhich
means 'Volimtary assistanoQo" They have also added the practice of providing
the laborers with a meali bince the usi”™ wage for labor is food pliis

(uaually three-quarters to two-and-a-half rupees per day), the food payneat
still represerta oRI™ a part of what nomally would be due» Labor exactions
fall aost heavily OB'the lower castes,-soiae of whom give ae much as forty days
per year*

Another law which, in recent years, has had a marked effect on social
sti*uotura v/as the edict of 1924 freeing the alaves, a group knovjn as Ghartio
The Host meanijagfiil part of this law was the right of the Gharti to jaaintain
their families intacto Economically» the law bad less effect™ although eooe
of the group have acquired land, kH five of the ftharti families in the Im-
mediate vicinity of Banyan Hill are economically depecdenfc upon Brahman and
Magar families for whom they work as sharecroppers, day laborers, and oc-
casionally as ceromonial fUnctionarieso

Under the Village Panchayat Act of 1949, a panchavat was established in
1952 whose jvirisdiction included Pandera Thom as well as soae adjacent villageBo
Under the terms of the act, the ganchayat was eagjected to carry out village
improvements and also was given judicial povrer in the form of authority to try
some cases and levy fines. Up to this time, the dominant political figure in
the area has been one of the headmen and the act has caused no significan shiffc
in the locus of powsr© In 1957, the panohavat was officially discontinued
as a judicial body, a function which it saems to have parfonaed wello As a body
responsible for village imjxroveraents, its activity was mainly confined to sending
petitions to the government for a ?or a hospital, schools, or a bridge<, This
activity became especially intense after the establiahioant of Parlianentfcary
Rule and the election of a candidate who was given strong local aupporto With
the exseption of these petitions, none of wixioh were granted, its ot™w
major activity was rpa’jijalrrtenaneeo The> paiichayat ceaaed to function al-
together vihen the king assuaad direct rule.

Untouchable Awareness of Hew Attitudes

During the course of my stay in Banyan Hill, | attended a Satya Werayan
ceremonyo It was ouch like other ceremonies I h”™ eeent an elaborately deco»
rated booth, wound with orange and yellow flowers, and oanopied with a sred
clothe The ceremony being conducted within it also seemed nwch the same as
usualo Wnhat made this ceremony different frm the others was that it was being
conducted ¥ an untouchable M”~aX-vorker, for an untouchable ex-soldlsr belong-
ing to the same group® As a guide, the Metalworker was consulting a booklet
on how to conduct such a ceremony» The required Sanskrit verses, which he could
read but could not understand, wore Interepers”™ with directions about the ritual
order xirltten In Hepallo He purchased this booklet the previous year. In the
bazaar town near Banyan Hill. The ritual articles he was using, other than
thixigs he could obtain from the local houses and farms, had been purchased In
the Thum bazaar. In a pre-packaged Satya Karayan "klIt" vrtilch came froo Butwalo
Perhaps qul™e as unusuc.l as seeing a Hetalworkor officiating at a Satya Marayan
ceremony was the fact that he had obtained advice froa a young Thua oan”ito
This was despite the fact that other Brahmans had warned the Metalworker some
ayears before when he first began reading Sanskrit verses for dally personal
worship that all his children would die If he persistede | mention the Incident
because It eaoempllfles a dimension of the new ldeas irfhich are gaining a fodthoU
among many of the younger Metalworkers, especially those who have served In the

army.

*

N



Thysc! iaeag do not nmean that thers is tension, or even very nay

of erosionj at the point of major cleavage in the local caste etruoturos that
between th® TaHors, Leatherworksrs™ and Hetaluorksrs, i4io are "unclean”j ard
castes like the ilagaTs and Brabmane \dio are "olson." But the thinking has
begun aM it is acdiatad mainly by ex-soldiers or soldiers hore on leave

who toll of fines being levied in the Indian anay on those vdio meke die-
crim™-natione on the basis of untouchabilityo It also is well-ithawn that one
Metalwrker idpo got Into a nordxarldxa Indian battalion attained the rank of

bubedaTo

Another source of new ideas has been politicians godtingeloctiono Hb
candidate made an appeal to the lov castas on the basis of untouchability»
but a3l did say there ought to be no difference between hlgh-etatue and
lov-statuB castes in educational opportunltleso All stated that this wes
preseat “verammt-j)olicy» Soon fifter hewing this* ‘lotarviorkers bogon send
ing Bgee children to the local schoolo They were asl»d to eit separately
but in other respects were treated like children of the high-statua caetesc

A third source of new ideas was a Metalworker from one of the nearby
towns who came to the local tlletalworker villages a few years ago tie wes
asking for fUnds in order to start an organization to help them. He told
his listffitiers that they were decendants of a god named Blswa Kanmme« a
brother of Vishnu, Shiva, and Brahaa, tAo laada life possible because he
could fashion things with his hand3--artlfact8, he noted» which were first
made out of stone, lihetorically he asked why people should touch dogs who
eat excrement, bxt refuse to touch the %talworkers, or If they do, met
have thamselves gja@’inkeled with waters

Despite these new ideas (and they are new, for Metalworkers say aothi&g
of the kind wes discussed In their fathers* time), the l4etalworkers are
realistic about their eltuiationo Ore Metalworker said,

WP are like frogs at the botton of the weHo

But he added,

Wa know there are people in the cities y&io are working for oar. beneflto

The extsob of the change arong this group can best be amiBari2ed 1™ nothing
that the phrase sometimes used as a self or group reStoeiitconsists of two
English words, "technical laan' or “technical psoploo”

I did not have as close contact with other untouchable groiips
«as | did "dth the Metalworkers* Those contacts 1 did have, howeww,
indicated inuch siiailarity in attitude regarding disabilities associated
with cajybe* let | believe that, of the three groups. Metalworkers hold
the ideas with the xacst intensity; and this is bacauBO more of their young
men sexne in the anay where they are in deaand as armorerso

Magar Social Mvance

In this Thum the most conepieuous change IAlch has occurred in the
past few decades is the improvement in Magar status. Since status is
relative concept and it is the local Brahmans who have the highest status,
this change emerges most clearly in the context of Magar<“rahnan relationso
Brahman superiority is expressed s;“bolically when Magars, as the usual fom
of greeting, touch their foreheads to the Brahman's lifted foot9 Although
its focus is in ritual, this superiority and associated deference derive



from other sourcos as vreilo As a grcjup, the Brahmans alvrg/”s havo beeo better
aduoated than Magars, They v«re educated in the btsne fathers or relativesj,
or more rscoatly in a iioveriaaejit-suppoitad pathahala (a school for teaching
Sanskrit and religious texts) founded in the Thum and attended almost ©xclubive'
by Brahmanso Together with two other groups \o claiM relationship *dth the
twicO«*'bom castes of India, the Thaloiri and the Ghhetri, the Braluaans have lor.g
been part of the inaling Kepalose elite. There always havo bean many Bralunan
officials in local di”~rict o;Pfioeac Twenty years ago, at a time when no Mager
held a post above the Thum level, five i%ahmans from the Thum held such,office«

As a result of their religious, edacationol, and political advantages™
Brahmans, in contrast to Magars, have bean able to secure more and choicer land.
Less favored groups of the coBBBuaity, including many Hagars, are dependent on
the Brahmans for labor opportunitiesj aiid for loons of cash or gralno Brahmans
do not plo\j and five of the poorer Banyan Hill Matjar nen work for Brahraana aa
ploHisHo Fifty percent of the cash loans in Banyan Hill were aade by neighborly
Braliraana, and, in two cases, interest on the loan is being paid off ly working
as a fraffihand*

It is against such,a background that the change In I™ar status Id to
be luiderstooda | will discuss the Increase in educational facilities now
available to Magars and the result of this Increase; how a l4agar headman has
coHQ to rival Brahmaai families and, finally, I will turn my attention to the
indications and causes of a fairly' pervasive change In the ~“%gar group as a
wholej>

Increase In iSducational Facilities

A reliable Bs”™an Hill Magar Informant, now in his sixties, estimated that*
when he \ras a boy, there were onljr four or five educated iiagars In Pandera ThuBio
In BajYan Hill today thej™o are tv/eaty-eight males and sevao feioales lAio have
had soffls educationo In accountii™ for this advance, the Banyan Hill headman
and Magar soldiering have made important contributionso

Seventeen years ago the Banyan Hill headmanj ~o had educated him~™If with
the help of Brahiaan frleside, founded a pathahala In the Thum ba”ar. Two of
his sons had been iattending the Thum's ftlst oathshala* but It was far away,
and he felt that his section of the Thuffi should have a schools He provided
the building and paid the services of, first, one uandlt and then twoo
Eventuslly, about twenty-five students, were attending, half of them tlagar,
half Brahman* This ahcool ran successfully unltl the pandits said they did
not believe Magars should learn the Veda (ancient scrijituws;* This miffed
the headman. He closed the school, hired another pandit and began educating
his om sons and a few other Magars in his own home. For sane years after
this, until 1952, Magar education did not receive much impetus locallyo In
1932, the headman, with funds he hlaaelf provided and with the help of labor
he was able to secure, erected a new, larger building, and hired two teachers*
Including a pandit* to staff it» This development was an impoi-tant factor In
making it possible to found a school shortly afterwards tAth financial aselst-
ance froa an army-connected source outside the Thum, a development I will con-
sider in connecrtion with the Aiay*s education contribution*

Aray service has made a contribution of long standing» In Banyan Hill,
of the sixteen men who are now forty years old or older, ten served in the
British army and, during the course of tJ-ielr ser rice nine learned to read ana
writeo An army-ooanected source of educatltm, important for the boys of the
present generation are the schools of Dehra Dun» India”™ YeTo there Is a

large GurMia cantonmento There is a hosl>el there for boye with a relative In
service, thus making It possible for a few to go and livé cheaply among their



owxi countryiaeui, Tea l4aga? young acn .r-ci tl.c Thmt havg aV «:
attond™ij™ this Qurldia iMillta?7 nxgl. SYiiuol,

Another factor of Quoh Importanoe for Kagar aducatloa™ and one vibioh
also has an intiiaate comieotion with Magar soldiorisgy is the Central Co-oxdt"®
nation Board Fostt-War HactmstmctloBi Fand® The fond wes astabli™xod ly th®
govern-lont of India for the roseittlement of Indian military porsonneO. who
had serrsd In World War 11> Nepal reoelvad ite share of the fund la 1952
and the aonoy is allocated a Central Gtwjrdin&tlng Board acting in oo-
operation vith Zonal Aidvisox™ Boards and District Sioldlere* Bo6rde*<<™ "truotare
v™oh draws heavlljr on ex”servloeoen Yo are elected as representatives tern
areas of heavy pensioner concentration. Pandera Thim falls illthin the Jurl»«
diction of tha Pokhara Zonal Advisory Board and District Soldiers' Boardo

Ore of the usee for the norey fro» the Post-War Heconstruotion Ruod Is
the establlshnent of schools, over which the District Soldiers* Board exaroiae
adQinistratlve and financial controXo In Pokhara there is a large* wlI->&taffBd
District Soldiers* Board High Sdaool; and four years ago the District Sbldittrs'
Boards acting on a petlticm from Pandara Thvm pensioners™ agreed to pay the
Eolarles of two teachers. At poresent™ this school has ateaohlng staff of three
middIs-Qged " ar pensioners trcm the Thun, and they hove been joined by a
young India.<>edacated Hagar, vho hopes to beoooe headBast«r» pending Board
approval of the petition for his hiringa

The effects of these nev and local educational opportunities are
oleaTo W& have i»ted that only one literate BazoranBill laan over forty
received on education frots sods source other than soldiering* In ocntrast*
one finds that none of the eighteen literate Banyan Hill males under forty
learned to read and write in mle anay,

the
Witb/establiahiaent of the new govermwrt in 1951, education for girls
was officially encouraged™ The data on Banyan Hill woaen tho effects of

this <Oncouragejnent, plus the existence of the local sohode Vilhereas none of
the ninate”™ villaga votaen forty or over are literate, there are seran young

girls o have had sore oducation or nov are studying*
Rise of Magar Jleadman

In Pandera Thun fifty years ago theere was no one Hagar faoily which
could c«apete in prominence with a nuaber of Brahiaan faallies* Today this Is
not true» for now the Banyan Hill headman and his family have attaint a pro-
dinenoe \"ich equals <r exoeeds that of any local Brahmans* In the rough and
tumble of village politics, this headman was able to cow all rivalst including
the most powerful Brahman cllc” and three, other Magar heedtOQ as well* This
brought him veil to the fore ~ltically* since neither the rioe-i™ coUeotors
nor the reraainitig headmen took his wme aotlvo Interest in village affairso
Thiu political rise was acccapanied %y an Increase In wealth, for reasons
noted previously™

In a status system which stresses heredity, ritual equality with Brahmans
is not possible for a Magar. But it can be approaohed, and the heaiBan has
done this in a way which calls attentioQ to a new religioua dsvalopDMmt in
the Thunx A Vaishnavite Brahman, trained In Banaras, has set up a religious

cent< Tf Including a taai™e az»l a number of hostels, on the banks of tha

4« | amgrateful to Captain J* SUcond, Indian Embassy» Katomandy, for
information regarding the Post-War Reconstruction Puxb



KalJi Gciidaici-, about a ‘jalk fi-oa Thum, A : . «
Xvrlshao;, M invaj.yhs against aeal oating? smelling, 3id drinkijag.p "aid
a strict rsjNinan of daiV worship ajid purification, Thla ffliru (religious
teaohar) haa liad a atrorjg offeot on Brahnijins In the ra{;loa, aoEt. of whca are
aeat-«eaters, but ho bae not had much appeal for Wagars, ThO© hoa«tiian liaa IsQon
an aawopfcion. He has becoae a Vatshnavlte, has secured a Brahoan retainer,
and is dervotiag two or laore bours every jnornicg, and on hour or more every
evening to the worship of Hadha and Kriehna In a small twoden tesriple conotructi®
beside iila houseo

In pursuit of merit the headman has ujodertaken a long series of rellgloudg
enjoined activities* most of which have been celebrated in a verse panegyric
oompoced by a Brahman admirer™ These include pligrinages to holy spoto, giving
his vrelght In a mixtiire of {-old, silver, ad copper to BmJ‘aane, and under-
taking Billd but vary lengthy fasta during which lo:™ portions of each day are
spent in reciting religious veraeso Aa a result of these activities, the
headnian*s reputation for religioelty equals that of any of the local BrahEansf
adr in fact, there are aaqy local Brahmans vdth -uomhe will not eat'« since
they fail to come up to hie fltandards of ritual purltyo

Improving Status of the Magar Group as a Whole

The exaiaple of the headman Is a single case of realignment in
BrahmaiWlagar relations., There also Is evidence of a nore pervasive cheagfifp
although It still is in Its Initial stages* Tlie trend toay be sumiaarlaed In
part by stating that nore Magars have attained sonme sort of elevating CRit-
side oonneotlon or at least are securing the means to such ccomeotlone Ad
in this conte:d; there are three things of special importance to theeas the
governiiontj the District Soldiers' Boeardt and the Indian and British aroles®
The Importance of the kind of education now being given In the lojal ahcodey
and in schools such as the Gurkha Military High School of D ~a Inm 1s Its
value in securing governmont eaployiaento As compared with Brahaans, i™agars
in Pandera Thua are taking greater advantage of this avenue to elevating
outside connectlon«

The District Soldiers’ Board, because it is a source of both noney and
valued service for e36»soldiers (which with few exceprblons in Pandera Thua
means the i4agars) provides another form of elevating outside connootlone
The District Soldiers* Board Hospital In Pokhara gives priority to e@"
soldiers, and the Pokhara Soldiers* Board High School, In which one of the
India-educated youiig Magars from Pandera Thum Is a teadier, has bean es-
tabllshed especledly fta- their children*

Finally, the >iagare are improving their position through enlistment ia
the British and Indian armleso There is som ambiguity here, since they serve
as mercenaries and often are forced to leave their farms because of povertych
But ambiguity Is slight and disappears If the soldier returns as a Gurkha
commissioned officer (British) or a junior commissioned officer (In dlaA)o
These Jamadars and Subedars) whose x>en6ion checks represent “bstantl&l suma
In village terms, are always knoan Ity their title, as are th ~ wlveso They

are respected nmen in the comiunityo There is even less ambiguity when a aaa,
as is possible now, returns as a retired commissioned officer llice Thua s
CaptaiAo Few decisions of local Importance are made without consulting him
and his village Is Icnownn as "the Captain’s village”

50 See John T. Hitchcock, ”A Hepalese Hill Village and Indian 2mpl(™*"nt,
Asian Survey, I, N 9 (November, 17°1), 15-20



The local corir™actioii of most importaiice for the general onjianccaieut o€
-Ha™Nar staudjJDi- with the Banj-an Hill Ueadivaiio It in not ao a symbol of
highast i-5agar ‘Attainment that he is primarily valusd® Hit Brahaujiiissationij
pertiaps, is too axoosBivoo The naaee of fS'om outside the Thuan-H
politician oleoted as a -"epali Congi'ess repi”*sentativo to Parliaiaont free
a nearby d.ietx'lctj, and a retired Captain from soae distance awa™ who haa™
done much to improve his villaga”™”s haDOs most meirbioned Hagars sxo
asked what menmber of their group they admire noeto  But there is widespread
agreement that the headiaan, besides >diat he has done to help education Of
Hagars, has iaad® a helpful contribution of a different kijod to their welfare
and enhanced statureo He has provided them with protection against faroilioe
which were taking advantage of them in financial matters, Wealtlxy i'lagars
were not blameless, but the main source of trouble vaa a few Brahaansu In
village iarlanco, thege people now am ’quiet*

cutcome of the recent general election also was a contribution to
general laager advance. To a large extent, the election turned on a contest
between a candidate supported by the Ifegars and <ale supptarted lay tha Brahmanso
The l4sgar Candidate won handily and, although Parliament wes dissolved before
much could be done in the area# Magars did feel during the time it was In « -
istence that they were represented by a man interested in their welfaiwo
Winning the election gave i'lagars an increased sense of their solidarity and*
at thQO saae time, gave them a sense of their power, at least under an electoraJd.

system*
Conclusion

These, then, are some of the most marked effects of recent developments
in this pO2A;ion of western ~epal*an increased  monetiaation of the  economy
and an enlarged flow of goods froo the outside; a ten&aacy for both norney and
land to sojicentrate in fwer handsj goverment-stiiaiilated choages in eduoaticoal
political, and eoonaaic spheres, with effects frequently nmuch attenuate by
administrative fad«j a slight shift in the attitudes of untouc”bles toward
Ttheiaselves and the structure of castej and a general improvement of i-Jagar
statuCo A picture for the most part of incipient, not developed and far-

reaching chaageo

Thinking of the future, 1 would select two trends as having special slgnl-
ficanceo At present there are virtually no landlass families and there is little
hungerO With sceee pride the villagers saj%

“Hiere is no one here wo cannot fill his bellys

Some families eat maise often and rice seld<»i but it ispossible, lisutilising
the land they own, by working for hire? and by borrowing grain or noney  wufian
times are difficult, for almost all families to get enough to eato There are
wide disparities in \/®alth, but there is a point beyond which few families
have bean pushedo Ore might call It the llae ©f minimal econaalc wifficlenoy
and self-iTespeoto This line is socially recognlzedo When a man goes so deeply
into debt that it would be impossible for him to pay his creditcers without
losljag all his land and beoaaing desti'ta.to, ~t is custontary for all creditors
to core together vifWi the det™or and an arbitrator, such as a headman, and
agree to divide a pdMon of his land and perhaps his oattle prc™ortionately
anong the creditors* But soQething is always left-some of the livestock, some
of the land, and a house—so that tlie family will be able to cgantnue as a “
property”olding unlt<, N
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The laclv Of destltuta landless helps to creato a ooixtext In vhich the

"grass raota danoaracy” the goweiiUBent hopoa for will have a better chance
oi ealiisationo But It seems unlikoly that this condition can be maintained
In tha face of the present trend toward concentration of wealth, a trend which
will become nmore pronounced it this area (through the inproviflaentt of trans-
portation facilities) rhould bec<a»e a "breadbasket" for the rapidly groidng
town of Pokharao Oroving pressures on the land and nmore oomiQorclalization
of agriculture will erode the exiffting social controls «hich prevent poor
yaopan £Vineer8 from becomlrg landless laborsrso These social controls will
be further weakened if the present large landholders, as they become aore
wealthy, also become absentee landlordso (Alreadj’ in the Thuo one man oms
a commercial faxiaing venture in the distant lowlands and it seems highly
probable that, In the future, at least one Magal youoig nman with a good-
si?.ed holding will want to work it with tenant labor and live in the town
or city with his wife and children.) The govenunent is not unaware of these
problems and has taken srbeps toward land reform and cheap roral credito But
more vigorous action Is recaded to stem the present trend effectively, and
such action will beccase especially imperative if, for any reason, employQeftt
opportunities outside the country were to dlsappeaTo =

The second trend is the growing leadership potential ~ich can be counted
on to resp<™d to goverhment guidanooo This leadership aeens likely to ooee In
greatest strength from the M”are, 1 say this because the general Hagar mimM
not only seens to have been the most far-reaching change in the last decades
but,seems to point in directions encouraged iy the governmento

The quality of the general Hagar advance nay be seen most clearly idien
contrasted with the rise of the Msial headman, Paradoxlcalljr, even though the
headman has mede contributions of a high order to the general Magar advance.
In its total confirguration, his rise looks in a different directiono Its
main tenor is traditional India and Hepalo

The tdagar advance, seen apart ~om the headman, has a somewhat different
importo Its prime support is foreign military service and Its mgjca activity
is educationo It is typified by ex-soldiers who support the new school or
participate directly as teachers, and by young nmen who have been educated
above the primary levelo Both groups, but nore espeoially’ the young men, are
an important channel through which new Ideas, particularly those generated
during the course of Indians increasingly rapid developoient, reaoh the hiUso
It seems reasonable to expect that this group, vfcich looks more toiimrd a de-
veloping th” a traditional India and Kepal, will be an increasingly useful
source of support for government pr<“rams«

6»  See Mahesh Chandra Ragmi, Sone Aspects of bkand Refoin in Mep™#
Nepal Today Press, Kathmandu, 19600
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SURVEY OF AGRICULTURAL CREDIT AND MARKETIN! COOPERATION IN NEPAL :
STRDCTUREL OPERATION AND PROBLEMS AND STRUCTURAL AND OTHER INTER-
RELATIONbHIPS BETWEEN THEM

by N.B. Shah, Registrar, Coop .Departmen
His Majesty's Government, Nepal, '

July 8, 1965

In the very beginning of this brief survey of agricultural
cooperation, I would like to delineate the borderlines of this paper.

As the subject under review is vast and the cooperative movement of
Nepal is still in 1ts initial phase of development, the paper has,
perforce, to be more descriptive rather than a.xialjrtica‘l. in ‘its nature.
Secondly as this paper deals with cooperative agricultural eredit and
cooPerafiva ‘marketing only, a strict poliey of confining the scope

of this stuay has been followed and as such some of the related
agpects of agricultural cooperation which have a great bearing on
agricultural cooperation have not been taken to consideration,
Finally, this paper has been prepared as a éOOperator's approach to
the problems, possibilities and prospects of agricultural cooperation
in Nepal. In a some what complicated situation where the Registrar of
Cooperative Societies ha;s to present his views with a cooperator's
approach to the problems etc., it must be clearly distinguished that
the suggestions offered here or the observation made with regard to
certain problems which have to be tackled effectively, the Opinioﬁ,
the suggestions, and observations are entirely my individual views
and in no way they reflect the official policy already adopted. Thus
I request you all to bear in mind that while the factual statement

is representation of Depaftmental activities, the problems and their
suggestéd solutions are my personal views, a cooperator's views
towards cooperative problems which need thinking by all of us,

Before proceeding with the survey of Nepalese agricultural co-
operation, an understanding of the general features of Nepalese economy
would be desireble. Like several economies of emerging nations of Asia:
and Africa, Nepalese economic structure is also marked with feudal ;l
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characteristics which have literally twlsted the shape of economy
till very recent past. The rural sector 61‘ the economy, in particular
still suffers from the feudalistic flaws such as the patterns of
Land ownership, the subsistive nature of production and the dormant
stage of basic facilities needed for the intensive type of farming,
that is, better facilities for the transport,better storage and
efficient irrigation. This predominant hold of feudal set up in
economic life was the primary and main reason for the complete
absence of floufishing independent economic agencies in the nation.
Thus, it gives an idea, as to why neither capitalistic organisations
based on individual incentive nor cooperative or, for that matter
any other social form of institutions, could develop either in
industrial or in rural sector of Nepalese economy. Thus, in brief,
a narrow feudal structure of ecovomic 1life has still a great bearing
on the present day Nepalese ecounomy.

Keeping this basic fact in mind 1t can easily be understood
as to why the rural sector in general, and agriculbture in particular
forms the backbone of our national economic life, some basic data
pertaining to the rural sector would explain this observation. Out
of the total population of 93,87,661, about 80.71 lakhs of people
are involved in agriculture in one form or the othér. It shows that
more than 93% population of the country is de?endent on agriculture.
On the other hand only 32.9% of the total land surface of the country
is cultivatable, out of which 17.7% is already under the plough.

It reveals that at the most, only 16.2% of the land can be brought

under cultivation, It further reveals that in future the pattern

of agricultural development will have to be more intensive in scope

7
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and oriented towards technologlcal advancement. As agriculture
is the greatsst single factor of nationé.l production it is
naturally the largest productive ‘occupation of the populace.
This impression is substantiated by the fact that 63.51% of the
total gross domestic product comes from agriculture and forestry.

Thus among the national resources agriculture has the greatest
share of production, |

In spite of such prominent place, agriculture suffers from

the basic maladies which are common to all under developed
countriles.

These may be summed up as - unscientific and primitive
pethods of agricultural operation which lead to decrease in

productivity, disproportionate use of man power in agriculture

which leads to disguised under-employment and also decrease in the
marginal efficiency of labour, feudalistic pattern of land ownershlp
which ultimately leads to a negative approach towards agricultural

development among the farmers and tlms makes these activities a
way of life rather than a paying profession. This is how the

strongest base of Nepalese economy if compared to other countries,
is weakest in its performance.

Now that we have emphasised the vital role and the general
characteristies of our rural sector, it may be sé.id in brief that
unless the rural economy is sufficiently strengthened and

congdquent changes are brought about in the agricultural field,

a major break~through can not be achieved with regard to economic
development. Perhaps this factor was uppermost in their mind
when successive Government which came to power after 200;7, i.e.
1951, began to search for such agencles as might bring substantial

improvements in rural sector as well as entlmse a zeal for self
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improvement and economic prosperity among the farmers. Naturally
the cooperative system of economic activities figured prominently
in their‘thinking. This led to the establishment of Cooperative
Department in the year 2010, i.e. 1955,

Just after the establishment of Cooperative Department, a
multipurpose pilot project was undertaken in Rapti Valley in 1956.
The most important activity under the project was resettlement of
landless people, supply of farm credit and agricultural necessities,
For undertaking all these activities in a comprehensive manner,
organisation of cooperative societies was thought to be the best
method by the project authorities, As there was no legal framework
difficulties were ficed in organising the societies. To save the
situation, His Majesty's Government issued an execulive order
whereby societies could be organised until an act legislated for the
purpose provided for all the necessary arrangements. The first
cooperagtive institutions were organised and registered under this
order.,

Thus, unlike the Western countries where cooperatives grew
out of consumers demand and needs, the Nepalese @ooperative Movement
hag been from the beginning oriented towards agricultural improve-
ments and the need for such improvement was the prineipal reason
for the introduction of cooperative system in Nepal. This point
has v’been very lucidly presented in the preamble of the above
mentioned executive order., It reads "As insistent demands are
being made from different sectors for working on cooperative lines
and as in Rapti Valley Development Project, in particular, there is
no effective agency other than cooperatives to start resettlement
programme 8moothly"...se..e....."The fact that the introduction of

the cooperative system in Nepal was the compulsdon brought about
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by the essential need of improvement in agriculture is explained
by the above given reference to the preamble.

As the need for agricultural improvement was the dynamic
force behind evolution of cooperation in Nepél, agricultural co-
operation has obviously been given a very prominent place in the
whole structure of cooperative development. This partly is the
reason for the predominant place assigned to agricultural co~
operation and also explaing the present set-up of cooperative
development in which more than 90% of the societies are agri-
cultural cooperatives,

With the promilgation of Cooperative executive order, co-
operative credit societies were organised in Rapti Valley and milk s
supply soc¢ietiss were organised in Kathmandu valley. Since the
days of such early beginning in agricultural cooperation started in
1955, much has been done in the following years. At present, i.e.
by the end of July 1964, 1060 cooperative societies have been
organised in which 42,000 members have been enrolled with their
own share capital of more than Rs.12,00,000. Though the expansion
may look a bit swift but when the totality of the agricultural
needs of the country is taken into consideration, present develop-
ment looks fair. As mere concern here only with the agricultural
cooperatives of the country, only these aspects have been analysed
below.

Before dealing with present position, problems and other
aspects of agricultural cooperation, I would like to explain the
broad basis of classification of cooperative societies in Nepal.
As the movement is still far from matured stage, the classification|

has not been made on a very strict line of the classification on
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the basis of the nature of activity undertaken, The classification is

therefore made on the general outline of activities which are grouped

‘together under the broad heads of different types of work., For

example, the whole structure of cooperative society have been classi-
fied into 3 heads i.e. secondary types of institutions, agricultural
societies and non-agricultural societies. Under this system of
classification, first distinction is structural, that is on the basis
of the organisational frame work, the cooperative institutioms are
clagsified into two categories namely primary societies and secondary
societies. Primary societies are those in yhich individual members
of a given area constitute the legal body corporate character.
Secondary socisties are such institutions as are primarily organised
with a view to further the interest of primary cooperative societies,
though in the normal course of business they may cater to the needs of
non member individuals too. Thus, the main difference between the itwo
categories is that, the pfimaries cater to the felt needs of a group
of individuais which combines together to meet a common need while

the secondaries are the associations of a group of cooperative

“institutions which is federated with a view to bring about greater

efficiency in operations and to achleve economy of scale,

The structural classification éawes the way for further
classification bhased on nature of asctivities. In this regard, the
Nepalese cooperative societies are classified into two categories

namely agricultural and non-agricultural, As the name itself

8ignifies, agricultural cooperatives are primaryly concerned with

agricultural activities. These may be producers, institutions,
agricultural supply societies, marketing societies, milk supply
societiegbtc, Thus the major consideration in such elassification

is whether the activities of cooperative society relates to J
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agriculture, in its broadest sense, or these are concerned with
activities which have no direct link with agriculture such as
consumers cooperatives, cottage industries etec. This classification
has the advantage of distinguishing the whole cooperative movement
in two major sectors i.e. agricultural and non-agricultural 8ector.

Accordingly in the Nepalese Cooperative Movement, sgricultural
credit societies, multipurpose societies, agricultural marketing
societies, milk supply socleties, cooperative pouliry societies and
agricultural farming societies are in the categories of agricultural
c00peré$ives. The survey of agricultural cooperation in Nepal as
presented in this paper is therefore concerned with a wyeview of
the activity undertaken by the above mentioned types of Nepalese
cooperative societies.

In the preceding pages it was explained that the very
beginning of cooperative movement in this country was a result of the
pressing need for improving agricultural sector. It was the
principal reason that all the societies organised and registered
earlier were agricultural cocperative societies. Since then many
fold expansion hag been brought abotit in the cooperative sector,
but the agricultural societies have retained their prominent place
in the movement. If we look at their growth of last 8 wears we
find that durdng the first three years starting from 1956,
cooperative credit societies were the only cooperative organisation
introduced into Nepalese rural life. Partly because the movement
at that time was confined to Rapti valley and partly becanse it
was felt that the supply of agricultural credit was the foremost
reéuirement of Nepalese agriculture. Consequently, cooperative
credit societies were given the higest priority which resulted in

turning the cooperative movement almost into cooperative credit

PUPPR B (=]
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movement, This may be discerned from the fact that 17 credit socleties

were orgenised in the year 1956-57, 35 societies during 1957-58, one
This disproportionate stress on co-

socliety in the year 1958-59,
operative credit resulted in a rather loose hold of the organisation
Such development further

on the economic activities of ils members.
resulted in making the credit societies less effective., To check such

undesirable develOpmehts in the field of agricultural cooperation,

a new policy of organising multipurpose cooperative societies was
And since tken multipurpose cooperative

adopted in the year 1959-60.
marketing societies have been getting increased importance and

therefore ingtead of concentrating on only cooperative credit an
" all round development of different types of agricultural cooperatives

has been envisaged;
Now before we go into the details of different types of agri-
cultural cooperatives in Nepal, it would be desirable to have a look
into the over all genersl position of t,hesé organisagtions in the
frame-work of our cooperative movement. At present there are 1060
Out of them 990 societies are agricultural

cooperative societies.
The class-wise breakdown of thege sobieties

cooperative gocieties.,

is as given below
Multipurpose Cooperative societies - 743
Cooperative credit societies - 222
Cooperative marketing and credit union - 14
Cooperative poultry societies - -6
Cooperative milk supply societies - 4
i
20

Cooperative farming societies
The above given table shows that Nepalese cooperation is

The membership together

entirely agricultural cooperative movement,
with the financial investment made in these societies and the capital
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attracted by way of shares have been given below :
Type of societies Memberghip Share capital Loan advanced
Multipurpose 30,815 8,06,100 19, 88,000
Cooperative Marketing |
and Credit Union 606 1,12,290 5,10,000
Creciit Union 8,307 2,62,430 10,04,000
Cooperative milk ‘
supply socieiies 291 ‘ 8,920 60,000

Total : 40,019 11,87,740 35,12,000

The tsble reveals that the multipurpose societies have greatest
numericel strength, have the largest share capital raised from members
and have received highest amount of loan from the Government.

Now we take the function and structure of these societies,
Credit society ¢

These societies are single purpose organisations of unlimited
liability exclusively in providing credit to their members, The only |
activity undertaken by them is provision of eredit, Such limitaiion
with regard to activities makes their impachy rather limited. In the
years of begimning of cooperative movement in Nepal this class of
society was very much encouraged becaunse of the unlimited nature of
liabilities of 1ts members. This aspect agsured that except in extra-
ordinary circumstances, these societies would not fail due to

indifference of members,

»

Multipurpose societieg :
As the credit societies could not undertake many essential

activities needed in rural commnities, mﬁltipurpose cooperatives were
organised. This change in the organisational policy was brought about
round the year 1959-60, and since then this type of society has become
the most prominent organisation in Nepal. The multi-purpose coopera-

tive undertakes such functions as may be required by a rural community ]
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Apart from providing agricultural finance, they sell fertilizer,
agricultural implements, supply of consumption goods mostly the
necegsities of life, marketing of agricultural produce of their
members, Thus, these societies are wide in scope, have sﬁfficient
volume of business and therefore have greater degree of efficiency.
Though all these activities have not been taken up by most of the
Nepalese multipurpose cooperatives, the structure however has
provided for future expansion in these directions, Hearlj all of
these cooperatives supply agricultural crédit to their mecbers.
Thegse societies have been organised in nearly all of the 50
development districts,

Milk-supply society :

This is a milk producers' organisation., Those farmers who
join together to sell their milk in collective mamner organise such
society and sell their milk through the cooperative society. At
present there are four such societies in thaktpur and Banepa. The
milk supply societies organised their sale of milk to near by milk
collecting centres. The milk collecting centre pays a part of the
money to farmers members and retains a part of money from them on
behalf of the milk supply society.

Marketing and Credit Union

These are the secondary type of societies. The organisation
of these institutions needs some & explanation. As there were no
can tral agency for financing and as the frequency of seasonal
credit demand began to increase from the societies, the need arose
evolving suchfinstitution which may have the advan tages of central
agency and also the benefit of economy in the ingtitutional opera-
tions. As a result, cooperative marketing and credit unions came
into existence, The first union was organised in the year 1959,

and since then 14 unions have been organised and registered. The
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membership of unions is composed of primary socleties of a few
individual members. Invariably all the cooperative societies are
federated in these unions. The union on its parts provides loan to
these member societies, Funds for such loan were given to the
union from the cooperative development fund which has now been
transferred to Cooperative Bank. Apart from providing loan to
member societies the union takes up the marketing activities. As
the primary societies do not have enough fund and managerial
strength to take up agricuvltural marketing, the union underkakes
this function, The operational aspect of this activity is like
this, Socieiies collect the produce of their members and pledge it
with the union, Against the commodities pledged the union advances
loan up to a maximum of 75 per cent of the total value, When the
member societies request for the sale of their produce, it is sold
and after deducting the godown rent, handling and service charges
together with the money advenced by way of loan, the rest is
returned to the member societies. In this way, the unions are
engaged in both the activilies of credit as well as marketing.

A question in this regard may arise as to the desirability
of combinihg the technical function of credit with risky wventure
of marketing within a single organisation. The dangers inherent
in such practice are well known, but some of the basic limitations
forced to adopt such policy. They were : (i) Extreme pe scarcity
of cepable persons in the country side to run two different sets
of cooperative organisations, (41) Paucity of finance for providing
two different sets of secondary 4we organisations, (iii) Ultimately
the limited volume of business in both the spheres of credit and
marketing which limited the chances of their separate operation
to be financially profitable, All these factors consequently led

I S SO il

to the combination of these two activities for the time being.
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It has however been kept in mind that as soon as both the wings of the
union get adequate volume of business to sustain their own expendi-

tures involved, both the wings could be organised as independent

institutions.
- Apart from these major types of agricultural cooperative
societies mentioned above, a few other societies are also working

in this field. For example, a cooperative farming society has been
recently started in Gorkha district, a few poultry societies have

been working in Kathmandu valley, a frult orchard sociely has been
But the total impabdt of these organisations
They have

registered in Bhojpur.
is not perceptible enoughto deal with them at length,

therefore excluded from the present survey.
The brief narration of four main types of agricultural co-
operative societies shows thal at the primary level the societies do

not have much structural relation because all of them are composed
But at the secondary level, the structural

of individual members,
relation is well knit, for, the mak eting unions are associations
of primarj societies. Thus the structural relation is well defined.
In the field of management to the relationship is well reflected.
Foyexample, the board of directors of marketing unions is constitutea
Thus the union

from the representatives of cooperative societies,
which is federated unit of cooperative societies 1s actually

controlled and seen by the representatives of member societies,
The last tler of structural chain has just come in to being.

This reference is towards the Cooperative Bank which has been very
recently establigshed. As this is the Central Cooperative Bank all

cooperative societies - primary as well as secondary could be
Though the problem of co-

enrolled as members of this ingtitution.
operative credit unions role in ths financing of primary cooperative

societies has not yet been clearly evolved, it is however hoped
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that they would play vital role in the investment pattern of co-
operative credit at the district level,

In regard to the financlal relationship between these three
~tiers an outline approach is gradually coming up. The Central Bank
should provide funds to the credit unions and the unions in turn,
should meet the financial requirements ofprimary societies working
in the districts. Though this pattern has not yet quite materia-
lised, I, however, think that this system of integration between
different tiers shall ultimately be operative and in my opinion
this would be the begt method of circulating credit funds from top
to the lowest ring of cooperative organisations i.e, village level
cooperative gocieties,

Another feature worth mentioning here is recent trend of
internal relationship between differcnt activities at the higher
level, This relationship is reflected to coordinating three
vital economic functions of supply, credit, marketing of produce
and supply of consumer goods., This is called link-up in the
modern developmeni of cooperative theory. Some of well developed
coopeérative unions of Nepal are heading towards such link-up of
the above mentioned three activities. An outstanding example of
such link-up is witnessed in the functioning in the Rapti valley
cooperative marketing-cum-credit union., This union first started
with the supply of credit activities and later on took up the
marketing business of the agricultural produce of the member socied
ties.

Along with marketing activities undertaken now a new
programme providing essential consumers' goods has been taken up -

with a view to cater to expansion of congumers mowvement, a separate
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wing has been established, although the entire organisation is
controlled, run and supervised by the board of directors of
merketing union. Thus, while enough scope has been left for

future expansion of consumers' movement as an independent coopera-

tive business venture, adequate coordination has also been effected

in the working of these three economic activities - enoﬁgh
instances are discernible to justify the statement made above,

the cooperative marketing union purchases paddy and maize and then
processes it in its plant and sells it through the consumers'

union at the considerable low prices to the consumers. Such link
up of marketing, processing and consumers activities is beneficial
to all the three concerned, namely the producers, the consumers and
the cooperative institutions. Secondly, the marketing union
collaborates with consumers' union in securing farming equipments
and other agricultural supplies needed by the farmer members of
primary cooperative societies. Such integral apprbach has of cours
not been achieved in all the marketing and credit unions, but I
hope in yéars to come, this wuld be the general pattern of growth
within agricultural cooperative movement,

After having reviewed the present position of Nepalese
agricultural cooperation, I would like to draw your atiention
towards some of the pertinent problems faced by the Movement. The
most difficult problem which I think is universal for individual
and institutions alike - is the problem of adequate finance. It
is still more so in a developing economy which strives to shatter
all the shackles and embark upon economic development at all the
fronts, paucity of finance becomes a really gruilling factor.

This limitation is particularly harming the growth of agricultural

marketing which is one of the most important possible method of

|
|
|



i »
Wil

15

inereasing thefural income together with stabilizing the price
spiral in agricultural commodities. The almost noq—existent
nature of seasonal finance for marketing together with a very
‘negligible amount of institutional funds available to the marketing
organisations almost invariasbly leads a very large section of
producers to the obvious clutches of exploiting money lenders,
village traders, intermediaries of private commercial agencies
which deals in agricultural produce and other groups of exploiters.
In such situation where a large section of the farmers have to be
farced to sell their produce in such manner, the total effect
resulting from the lack of financial resources is bewildering.

The same ig true in regard to the requirement of production credit,
capital investment needed by cooperative processing units etec.

The magnitude of the problem can be well understood from the fact
that out of 1061 societies, 627 societies only have been able {o
get financial resources other than their own. In order to solve
this problem, manifold efforts shall have to be made and all the
possible avenues shall have to be explored. I, therefore,
sincerely believe that the house shall make some very concrete

and positive efforts leading to reasdnable solution 4 of this
vital problemg

Another problem about which I have not referred in the

earlier part of the survey is the problem of cooperative education
As we all know illiteracy is still a verg big problem which is
affecting almost all the walks of our national life, Naturally
the cooperative sector is also suffering from this national
malady., In the absence of even a sufficient number of literate
people at the rural level, the requirement ofhaving adequate

nugber of people have reasonable knowledge of Book-keeping and
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accounts, procedures of running the economic operation in a democra- |
tic way and also to have a fair degree of understanding relating to
the principles and practices of cooperation is staggering. Co-
operative educational problems when taken together are vast in
nature and they form an independent subject of study in themselves.
As we are concerned here with agricultural cooperation only, we have
to consider the problems of educatlion which have particular relevance
to,and need pertinent application in, the development of sound agri-
cultural cooperation, Educational problems, when seen in this
perspective, are three-fold. Firstly, the problem of educating the
individual producers, the farmer members of primary cooperative
societies and public at large in the benefits and advantages in
terms of real economic gains which can be had from the gystem of co-
operative marketing. Secondly, after the agricultural producers

are initiated into the system, they should be educated into the day-
to-day eperations of the particular type of society in which they
are interested and which is in thel r opinion-most vital aspect
regarding the loyalty of members towards societies ultimately lies
in the proper selection -~ &s suitable to their economic interest,
Such practical education leads to fullerfrasp of their societies?
problems, appreciation of its achievements and also ah awareness of
weak spots affecting the organisational frame-work, Thirdly and
finally, the problem of educating some of the'responsible and
promising cooperators in to the trade and specialised skills
required for successful running of different sectors of agricultural
cooperation. This is particularly true with regard to the speciali-
zed knowledge needed in running marketing societies, the labour
intengive techniques required in operating a farming socie y , the
managerial skill required for running processing co&per&tives and

refined understanding of the problems as well as the issues
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involved in agricultural credit ( its supply, its effectiveness,
rate of interest, which should be charged etc.) by the managers
of credit societieg and unions.

In order to take up a subtained education comprising all

the three aspects mentioned above, a crash educational programme,

with widened scope and comprehensive in the content should be
adopted on a mass scale. But this solution is also subject to the
availability of literate people in adequate number. As I have
again touched the problem in the concluding part of the swvey,

I now take up another problem whichis of technical nature,

This problem relates to the econmomic viability of coopera~
tive units in hilly parts of the country. We all know that co-
operatives, in spite of the social contents they have, are an ec&-
nomic preposition in the final analysis. The economic justifica-
tion ard based on its capacity to earn its own bread should be the
final test for its organisation and several activities it takes up
In other words a cooperative society is a economic unit with rich
social cohtent, which strives to provide economic benefits to
its members after meeting actual costs involved in its functioning
and therefore the cost factor can not be over looked while jysti~
fying the existence of cooperative organisations, That is to say,
in simpier form, cooperative ame not an itepbf granting perpetual
subsidy rather it is a method of business vhich does business
and while doing it means business.

When the economic justification is taken as the touch-stone
of measuring the successful character of cooperatives, a rather
uncontrollable situation is confronted in the hilly region of the
country. The situation 1s complicated there because of the
peculiar circumstances operating in these areas. The peculiarity

is brought about by a combination of several physical and economc
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factors. For ingtance, the villages in the hills are small economi
units, generally a cluster of a dozen or so families. The mountain
eous terraln is neither very conducive to large scale production
nor offers much scope for intensive cultivation as the soil is not
very fertile. The difficult situation»regarding transport and
communication is accentuated by the almost non-existent roads in
these areas. Thus the small size of villages, low rate of produc-
tion together with the lack of transport facilities limit the
chances of successful functioning of economic institutions. The
economically unviable character of these organisations almost
always result in a stunted growth of cooperatives. In such
circums tances, the task of searching new means to vitalize economic
strength in these societies becomes very urgent. Unless this
complicated situation is properly solved, agricultural cooperation
in the higher regions of this country can not be very successful,
One possibility perhaps could be the concentration of efforts on
developingbnly one aspect of agricultural cooperation, suitable to
local needs and thereby achieve such a high degree of efficiency
and specialisation &s may make thege institutions ecommically
viable units. The house may discuss such a possibility and bring
forward concrete proposals.

Another difficulty faced is related to the problem of
providing technical facilities to the cooperative societies.
Thege facilities include storage facility and the facilty for
technical know-hoy needed in successful management of different
types of cooperatives., In the absence of scientific storage
facilities, agricultural cooperation receives great set back., The
farmers cannot hold their stock for a long period marketing
activities can not be taken up on a large scale and lastly the

contdesese 19
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perishable nature of agricultural commodities results in a seasonal
glut in the market followed by acute scarciy. This brings in price
fluctuation, Another aspect of the problem is the dearth of trained
peréonnel having enough technical knowledge to help and guide the
agricultural cooPerative socleties. In the absence of such guidance
forthecoming from trained experts, sbcieties may sometimes la.nd-in‘co
heavy loss and this might involve the very existence of the societies.'
As the number of departmental personnel is limited and inadequate,
this problem is acutely felt. These are some of the difficulties

and problems faced by the agricultural cooperstives in Nepal.,

The question may nbw arise as to what has been done to solve
these problems? How far these efforts have been successful in meetin;
these problems? In this respect, some of the recent developments
relating to the solution of thesge 'difficulties, even if partially
are worth mentioning,

The most important programme which has been evolved with a
view to avoid the financial bottle-neck is the savings programme.
Under this scheme a systematic and comprebensive drive has been
launched in the cooperative societies already existing., In addition
to this, societies are organised with the particular object of
mobilising internal resources and thereby meet the requirements of
the local erganisation, Under this scheme a note has been taken of
the fact that in rural areas capital eannot be forthcoming in the
form of cash, So, it must be created from whatever production is
available at the rural level, The creation of capital from local
products involves a high degree of efficiency in marketing activities
as well as a dynamic and intelligent approach towards the whole
problem of collection, storage and accounting of the produce saved

by the members and deposited with the society. A policy of
Contdo 0eeelD



‘““Ihb_ >

-

IR

(4]

20

organising separate cooperative organisations has, therefore, been

formulated under which the cooperative savings society - as it is
called - undertakes all such activities as are conducive to the success-
ful handling of the operations mentioned above, The working of the
society may, in beief be summarised in the following manner.

A savings society is organised'with a view to save graing -
or for that matter whatever commodities produced in the area of opera-
tion of the society - from the resident farmer mermbers after tle
harvest of crops. The collectiong are made in kind, it is weighed
at first in the village in front of the farmers and then stored in the
gsociety godown., The weighed commodities are credited to the account of
the concerned members. When the ppices mature, 75% of thgproduce is
sold while 25% is kept in kind to meet food requirement which may arise
in the village by such external factors as draught, floods etc. The
value of the commodities sold and the cash received is deposited with
the society by way of share money contributed by the members towards
the capital of the soc iety and it is also entered in the pass-books of
the members so that they may know exactly the actual amount of the
money they have thus saved. On such deposits the members get 5%
interest. From the capital thus created nearly half of the mopey is |
advanced to the cause ofproduction loan required by the members of
the society while the rest is kept aside for essential but unproductive
expenditures which are generally not‘ covered by cooperative societies.
These expenditures may be éither social in nature such as marriage
ceremony, birth festival, and annual ceremonies pertaining to death
anniversary, or economic in nature by necessities such as money
needed by a family after birth of babies. These expenditures can not

be avoided. For such cases of financial requirements, people have to

private money lenders. The

be complled to seek the favours from
contd...21
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saving soclety makes therefore such provisions whereby the society's
members can fulfill their productive as well as non~productive re-
quirements from the society.Bn both the types of loans, the society
charges 10% interest,

With a view to make the fund of the society adegmte, a policy
of collection based on the size of holdings has been evolved, Under
this system every farmer has to save and deposit with the society at
the rate of one maund i.e., 82 pounds of grain per bighé.. If the
farming is done through the help of a tenant, the amount to be saved
is divided among both the parties namely the land owner and the
tenant. In such case, each party saves 42 pounds.,

In order to further augment the regources of the society
provision has been made for government's financial participation in
the funds of such societies, thoughactual involvement by the Govern-
ment has not yet taken place in the society, I hope, in near future
efforts would be more in the direction of such involvement, The
programme of savingsdrive has been experimentally introduced in 8
districts of Nepalp namely Jhapa, Palpa, Chitaun, Pokhara, Suganza,
Irisuli, Biratnagar, Kalaiya, @mt of these districts very encouraging
results have been recorded in Chitoun and Jhapa. In the rest of the
districts, the programme cauld not make much head-way either because
the preparatory arrangements needed before introducing the programme
was inadequate or because the districts suffered from natural
calamaties much as dramght and hail-storms (in Pokhara and Syangja).

On the basis of the working of the past one year some sxperien
has been gained to generalise g feyw pre-requisites essential for its
successful management, First is the educational efforts which must
precede the introduction of this programme., Unless the farmers are

fully explained the method of working of the society and unless they
contda...22



b >

- il
TR

>A=

22

are convinced about the ultimate benefit accruing from these institu-
tions, enough contribution of produce can not be expected from them.

Educational drive, therefore, must precede the actual savings
drive to be undertaken. Secondly, the problem of storage facilities is
a national problem. This problem #8 acquires still more importance in
the context of savings programme, Because, in absence of sufficient
and scientific storage facilily, even those farmers who are convinced
of the benefit of savings cannot be expected to part with their produce.
This is verified from the fact that the savings programme has made
progress in only those areas - Jhapa and Chitaun - where a reasonable
number of godowns were at the disposal of the society, Finally, as thi.,l
programme is entirely voluntary in nature, the producers can in no way
be compelled to save excepl by pursuation. This voluntary aspect
naturally limits the scope of 100% contribution by the members of
society., To eliminate this snag, educationai programme again acquires
great importasnce., This limitation however cannot be aveided as the
whole structure of cooperative movement and the very best aspect of co=
operative spirit lies in the fact that this is a voluntary self-
governing movement,

Thus, in brief the future development of this programme will
rest on successful implementation of three things, namely, education
among the farmers, stomge facilities and successful handling of the
activities undertaken by the society, particularly in the field of
marketing, by those who run the day-to-day business of these organisa-
tions,

Another field of activity in which increasing attention is now
being paid is the problem of cooperative éducation. Ti11 now we havé
been tackling this problem at two levels. First the training of person

who are posted by the Department in different development districts
contd....23
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with a view to help, guide and supervise the cooperative societies.
As the movement in Nepal was in the beginning, a Government sponsored
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movement, this aspect of education was of paramount importance,

Gradually, as the Government sponsored programme is turning into a
liberal self-governing movement, the problem of educating non-official
sector of the movement is gaining :‘mcreasiﬁg importance., Keeping this
development in view and being fully aware of its importancg, we have

embarked upon educating the non-officials of cooperative societies
Under this programme intensive practical

gsince the last two years.
training of short duration i1s given to the members, directors of
secondary societies and the potential cooperative leaders at the
district level. The method adopted is, seminars, on-the-spost

training programme and group discussions lasting from 3 to 6 dg s.
As iIn the earlier part of the swvey we have seen the importance of

cooperative education for people involved in the activities of

different types of societies, this problem shall have to be
given sustained attention and unremitting efforts. With this
aspect in view we are starting refresher's training course for the

non-governmental officiels of cooperative societies., This course will
last for a period of 3 weeks and during this time the participants

will be given theoretical education regarding cooperative accounts
and book-keeping and practical down-to-earth education regarding tie

day~today problems activities and d€ifficulties of cooperative

gocieties,
Angther field of activity which has engaged' our attention
at the moment is the problem of balanced growth of agrieultural
cooperative with gpecial reference to the Supplsf of agricultural
credit. We have already mentioned that quite a. large number of
cooperative societies have not been able to receive agriculiural
credit for production purposes a direct relation between the supply
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of credit and its impact on increase in production has not clearly
emerged. Furthermore, in the absence of regula agricultural
supplies, technical guidé.noe with reference to improved farming
techniques, introduction of improved variety of seeds etc. an
impressive increasse increase in production can neither be envisaged.

With a view to solve this situatioﬁ where the production credit
needed, is itself very meagre and even the supply of such credit does
not result in concrete increase in production owing to the above
mentioned factors over which a society has no control; and experi-
mental programme of supervised credit has been introduced in the
areas where land reforms programme is being implemented. Though this
is not a truely supervised credit programme in the comprehsnsive
sense of the term - becguse out of three such societies organised in
this programme two sociedies do not have the intimate coordination
between credit, consumption, marketing and dissemination of technical
knowledge together with constant technical supervision in relation
to the actual productive activities. It is, however, very close
to an integral syste-m of coordiﬁated cooperative development in
which production, consumption, marketing and ultikate increase in
production are knit together in the very fabric of cooperative |
structure,

The programme is experimental and its existence has been so
short that nothing can be very positively sald, except that it needs
careful attention and supervision for success. As the first society
of this kind, registered at Budhbare Jhapa, is barely six months old
the final outcome cannot be forcast except that at the moment it is
striving to integrate different activities in successful manner and
that the psychological impact of this process has been very positive
aen the local people. The financial factor is, of course, there to
1limit its graduael projection on national scale but as an
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intensively run project, this is bound to result in some very
interesting experiences which may be useful in years to come,
Conclusion :

. In the brief survey given above, I have tried to give a very
precise picture of Nepalese agricultural cooperation with partiocular
reference to itg gradual development which itself is very short, its
present position, thgproblems and difficulties faced, the efforts
being made to solve them and finally the possible avemues for its
development, Now, by way of conclusion, I would like to siress three
most important aspects on which the agricultural cooperative movement
shall have to concentrate.

The first and foremost aspect is the problem of augmenting
financial resources, At present this is being attempted through
incresed share capital and saving drive and the generous foreign aid
we are receiving for this purpose. But as we have seen in the earlier
part of the survey, this is definitely not enough, we shall therefore
have to devise other means for it, One of the possible ways might be
the involvement of the Central Bank of the country, in one form or
another in dmpwe providing cooperative eredit. This is being done in
India, Pakistan, Cejlon, and a number of other countries of South-East
Agia. Such link in those countries has resulted in a very impressive
development. I therefore think that Rashtra Bank of Nepal might also
be usefully involved in the task of providing adequate agricultural
credit., I invite the attention of this house towards the suggestion.

Anghher related method may be to secure seasonal marketing
finance against the godown receipts submitted by cooperative organisa-
tions to the government sponsored commercial Bank of the country,
namely Nepal Bank Limited, Many of us know that in India, the State
Bank of India honours such receipts and grants loan to marketing

socleties. I think some sort of arrangement of this nature could be
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marketing finance could be solved.

Lastly, arrangements like government guaranteed loan in
respect of the finance needed by processing units, issue of
debentures by secondary type of societies, might also be effectively
used. |

Second aspect of this movement demanding our effort is the
problem of cooperative education. I think enough has been said in
the preceding pages towards the implication of this programme.

Now a erash programme of cooperative education shall have to be
taken at three levels, namely at the village level for the members,
at the managerial for the directors of the secondary societies and
non-official managers and secretaries of marketing societ‘ies,
processing units and such other societies which need specialised
skills in their management, and lastly at the top level the
tra.ining[(c):cfoperative personnel, who would assist and guide in the
operation of cooperative societies, We are already giving attention|
to this aspect and I think more and move will have to be dome in
future in this regard.

Third aspect of Nepaleée agricultural cooperation is the
evolution of an integrated approach towards the whole problem of
agricultural development through cooperative method. After all
the bagsie object of agricultural cooperation is to achk ve
over-all agricultural development together with finaneial
advantages to all concerned that is the producer members, the co-
operative societies and the final congumers., Therefore, an
integral approach of intimately coordinating such activities as
production, processing, marketing and consumption shouldbe tried
to develop within the cooperative sector. Thls should be the
final object towards which all our efforts should be channelized.

oy
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Steps have been taken in this direction by coordinating credit
with marketing, by linking up of credit, marketing and consumers
activities at the secondary level (in Rapti valley) and by

evolving supervised cooperative credit programme in Jhapa. On

the basis of experience gained from these attempts and
integrated agricultural cooperation will finally emerge in Nepal

The foundation for such development has been laid down and I
hope we are on the right path of attaining this cherished

object,

Finally, I think our combined efforts will pave the way
for sound cooperative development in which task, all of us
May I also hope that

assembled here, are intimately involwved.
the deliberations of this house and the prastical suggestions

coming from our practical experiences in the field, will lead
to a strong, healthy and self sustaining agricultural cooperative

development,
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INTRCDUCTION

' The writer on detail from the Fafmers Home Administration, US Depart-
ment of Agriculture, served as an Agricultural Credit Advisor with USAID in
Nepal for about oight weeks. It must be recognized that full ard detailed
analysis could not be made of all the credit problems aﬁ needs in the
limited time available, ley asmgnment was to study and analyze the credlt

T .

n?e?iis and problems, make reccmmendatlons for improvement of credit and
cooperatlves. The recommendations made herein are based on findings from
1nterv1ews with HiG and American officials, local leaders, district and
village cooperative society leaders, fammers, land-owners and farm workers
plus general observations,

A total of thirteen villages with cooperative societies repre senting
hundreds of farmers, several marketing unions and three oraft societies
were visited, In addition a‘ cbnferep,cg of thirty cooperative society
secxetai-iés from theﬂKaiaiya area wés éttendéd. Discussions with these
officiais provided considerable infdrmatibn which reflected the problems
and needs of large numbers of famers in that area,

| Spec:Lal appreclatlon is exterded to Dr. James S. Hathcock who has
spent five_ years in Nepal and has beccme well informed o‘n ‘the éohntr-y, the
people, the problems a"ﬁd general éconémic situation, His close as"sdcia.tion
._and unusual interest in thls credit study made it possz.ble to cover a greater

]

area in the llmlted t:Lme avallable than might normally: be possible.
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SUAMARY

This report provides for the establishment of a Supervised agricultural
Credit program of direct Government loans in Nepal to supplement cooperative

eredit services,

Lien and moftgage laws to cover chattel and cooperative security are

recommended to facilitate and expand cooperative credit as well for direct

‘Govermment supervised credit since real estate is the only property that

can now be pledged as collateral for loans.
A more flexible lending policy by credit cooperatives is recommended.

A pattern of policies for servicing all types of agricultural credit

loans is suggested,

GENERAL SITUATION

3eginning with FY 1961 USAID in cooperation with GON has supported a
program of agricultural credit through cooperative societies licensed
through the department of cooperatives under the Cooperative Societies Act
of Nepal. The primary activity in this area ﬁds been to provide fumds to
these cooperative societies/unions for loans to mémbers thereof for crop
preduction and other economic purposes, _About 800 cooperative qredit
societies have been established since USAID has made funds available for

credit purposes. The services of these societies have been valuable but

! the nunber of farmers agsisted has been small and the lending policies quite

restrictive, A policy of "concentration rather than scatteration” has been
followed since FY 1961, A total of twglve districts have now been selected

for intensive development and thirty-three for less intensive development,

Nt



The difference in these two classifications is Ba§ed on the number ;f

personnel assigned, amount-of loan cgpital, numbe r of.sogieties and the

establishment of aooperativg marketing cum #redit‘and storage facilities,
Trained personnél consigts of‘fourteen inspectors and sixty-eight

subinspectors assigned to Panchayat Develcpment_district headqgarters.

- They receive training at the Rural Trainingjlnstitute at Rampur,

_ During my first week iﬁ Nepaiithe Agripultural Reo;ganization Act 1963
was announced by HiG bﬁ@ details wére not kﬁqwn for some time., It was
decided that field visiﬁs should be made'fo observe prgsent conditions. ‘
This Act provides for dividing land ;wnéd by large land owners among tenants %
and the landless where individual holdihgs would not be in excess of %
adequate égonomic farm units, . This Act also provides that three Districts
'be_selapted as pilot districts, J@ég;awgg;pa and Chitwan districts were
selected, These are now being sefved by coopéraﬁi;;é;b;;ﬁ;t is not known
whether additional predit»institutions will be established in these districts
or not. Field visits by this writer indicate that the Credit needs are being
fairly well met in the Chitwan district. It has not been learned whether
pe;sonnel will be taken from existing cooperative personnel or édditional
people recruited and trained for this_pgrposes. |
‘ It has not been possible to ascertain whether or not MG intends to
make direct i&ans fram the Cooperative 3ank now being established. 4 study
of the specific sections of the cooperative Bank Act would indicate the

loans will only be made to cooperatives but general objective statement of

policy indicate otherwise so the bank may not be fully a cooperative 3ank,
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Twe Bank Act provides that MG will subscribe 51% of the stock giving
preference to cooperatives fox; the.'balan(.ze. Under this arrangement the
member coope.mtive institutions cé.nnot eventually own the parent institution
whicfl is generally the objective of cooperatives, 'fhc Bank Aet gives
considerable latitude and flexibility to the Board of Directors in outling
‘Bank policy which is godd. .‘

The Cooperative Credit Bank will be capitalized at Rs. 50, 00, 000 N.C.
It wili lil_cely be necessary to increase this capitalization to permit new
cooperat:,ives to buy share capital thereby making them eligible to borrow

frem the Coopcrative Credit Bank,

OBSERVATIONS

1. There is deep désire and recognition'by HIG for economic development in
Nepal particﬁlaﬂy to impréve and stimulate the agricultural econcmy,
The Agricuiturai Act of 1963 is the Government's expression and
determination to correct existing abuses and weaknesses in the present
agricultural system. Much of the land is especially in the Terai owned
by large lard owners who demand such unreasonable shares of the farm
income that incentives and progress for tenants become limitbed. The -
landowners also serve é.s the primary source of credit exacting usurious
interest rates; The farmers are and have been exploited under these
circumstances;

’2. The attitude and temperament of farmers generélly is favorable and
corducive to development, Considerable enthusiasm for credit to
ihcrease production and improve living comditions was noted during

field visits. Farmers seem to recognize the impact which increased
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capital would have on their operations. Their attitude to repay lcans

appears good if they know there will be no graz‘ms or subsidies, At~

~ titude and performance may be two different matters but undcrstarding

can improve results, Any grant program administered with a loan program
in Nepal would be disastrous .to sound oredit, Interest and enthusiasm
for cooperatives is spreading more rapidly than the capacity and re-
sourc.s to meet the necds of present and potential members,

Present credit sources are much too inadequate to finance thc needs of
the agricultural economy. The need and demand for medium term (18
months to 7 years) is presently one of Nepalls great need,

The present policy of concentration rather than "scatteration" in
developing coopcrative societies at the village level is a most

fortunate approach., Progressive development will result in a more

- gound program ard the errors made will not be as damaging. Even urder

this policy sane loans received from HiG were too little amd too late,
Collections received by BIG from cooperative societies have not been
reloaned as fully or as quickly as they should be for maximum service
to farm families,

Irrigation development in certain areas would tremendously increase
farm production when coupled with fertilizers, credit and improved seed.
Availability and distribution of such farm supplies as fertilizer,'
equipment, improved seed ete. is restricting agricultural improvement,
Cooperative socicties offer some solution but timely delivery in

adequate amounts is badly nceded,
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Personnel trained or experienced in technical agriculture ard agricultural
crodit is seriously limited. Cooperative inspectors and subinspectors
in gencral seem lacking in agricultural training and the vigorous
lecadership ability nceded to implement a solid credit program.

Fleiible lien or mortgage and recording laws are lacking, Provision
for securing loans by collateral other than real estate security does
not exist, Among cooperative societies visited collateral requirements
averaged six or seven times the amount of the loans,

ILandless people are unable to borrow from anyone except landlords and
money lenders at exorbitant interest rates. They can borrow up to

Rs, 200 from cooperative socicties providing they obtain two surcties
which is difficult to arrange. Consequently they remain undercapitalized
and have insecurc tenure.

Foundation exists in Népal for an active and effective agricultural
credit program if furds, trained Iﬁers‘onnel and favorablc legislation
were available,

It was interesting to find that cooperative society leaders in Villdges
arourd Kalaiya estimated up to 80% of the farmers owned same or all of
the land cultivated. However the situation in the Birgunj area was
considerably different since it was estimated that from 50%-60% were
landless. In both instances insecure and inequitable tenure exists

to a high degree and there are a substantial .number of farmers who
could improve their economic position if adequate credit were available

al rcasonable rates and terms.
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PRESENT SOURCES CF CREDIT

The primary sources of credit presently available to most farmers in

Nepal have becn the landowners, merchants and individual mdney_londors with

interest rarcly lcss than 25% but 30% to 50% being more common ind occasion— ‘

ally higher, Agricultural credit from banks is virpually non-cxistant,

The cooperative movemcent has just begun and 400 village lovel cooporative \

socictios have obtained loans from HMG for local level lerding, These
sociotics service only a small fraction of the total farm population and
are very selgctive. The loans are evén too sm@ll for many of their own
nembers, It is the poliéy of coopefative socictics to lend only.for crop
?roﬂuction purposes on a short tem basis in most cases. A very fow ﬁedium
term loans have been made, The loan policy is extremoly donser&afive'and
security requircmehts arc unusually high., In practicebthe lending policy
amounts to little more than dividing the total anmual allotment of funds
among members instead of appiying basis credit principlu;. The iegal and
-adninistrative structure for multipurpose and credit sociotieé has" been
vcx{y sound_lj organized and established'by law, ILack of expcrienco and
;esources'in administering this program is evident. When more éxperience
has becn gaiﬂed and local people are able to increase their investment and
nemborship increased, farmors will likcly bc more adequ@tely served by co—
opéfative cfedit. "Cfédif'speciaiists Qill then be required, Onc realiable

source stated there were many farmers who did not have sufficient fumis to

join the socictiss, There is also some reluctance by farmers to invest their

limited resources in the coepcratives without assurance of loans.

There are no organized'agricultural credit institutions for real estate
loans in Nepal. The Cooperative 3ank is in the early stages of development
so there may bc some plans to also institute real estate financing but this

has not been made cloar.

|
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REC Q4. IENDATIONS ~

THE PROPCSALS MADE HEREIN ARE PRIHARILY DIRECTED TOWARD THE ESTABLISH.

MENT OF SUPERVISED AGRICULTUR4L CREDIT zJiTH DIRECT GOVERNENT IOANS AND
TOWARD STREB’GTHENING THE SERVICES WHICH CREDIT COOPTZRATIVES Call RENDER.
BOTH SHOULD CONTRIBUTE TO THE BROAD OBJECTIVES (OF TH: AGRICULTURAL RE-
ORGANIZATION ACT, 1963. SINCE THE DETAILS FOR THE DMPLEMENTATION QF THAT
ACT ARE NOT KNOWN, THIS REPORT IS NOT SPECIFICALLY ADDRESSEZD TOWARD PRECISE
DETAILS OF TH4T ACT. THE RECQALIEIDATIONS WHICH FOLLOW ARG MORE CO{PREHEMSIVE
THAN CAM 3E L4LEDIATELY LIPLIMENTED 3UT THEY ARE SUBMITTED> TO PROVIDE A
FRa:EYORK ON WHICH TO 3UILD A SUPERVISED CREDIT PROGRAM AND STREINGTHLL THE
PRESENT COOPERATIVE CREDIT SOCIETIES AND ADAINISTRATION. ALL AREAS OF SZRVICE
CANNOT 3E ESTABLISHED AT THE OUTSET 3UT A PILOI‘ PROJECT CaN 3% EST.BLISHED
AT THE VILLAGE IEVEL, FIRST PRIORITY SHOUID 3E GIVEN TO CHATTEL LOANS TO
MEET SHORT AMD MEDIUi: TERM CREDIT DEMANDS,
- IEGISLATION
1. It is recommended that HiG of Nepal enact legislation to provide a

program of SUPERVISED AGRICULTURAL CREDIT for eligible farmers; Such

a credit institution should be established as a separate section under

an administrator in the Department of Agriculture. This institution

should be so designed so as not to be in competition with other bonafide

and reasonable credit source.s. Government credit of this type should
only be used when all other reasonable credit sources fail to provide
suitable and adequate credit,

This credit institution should be authorized to make loans to those
who (1) have a farm background, high integrity, anmd. either training or

farming experience which the institution determines is sufficient to
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éssure,;easonable prospects of success in the préposed farming operations,

(2),will beéome operators of not larger‘than family farms ard (3) are

unable to obt;in'sufficient credit to financc théir actual needs at

reasonable rates (not to exceed 10%) and suitable:termsAfrom bonafide
cooperative or private sources. This institutio£ or agency should

SUPPLA-NT 3UT NOT REPLACE other 1egitiﬁate private or cooperative

credit,

(a) For the purposeé of such an act and.for‘the administration of
assets the chief administrafor may assign and transfer such powers,
du?ies, authorities, and assets to subordinate agents or to a
separate credit subsidiary or institution or.department for
administration to carry out ﬁhe provisions of such program if
necessary,

(b) The institution or its delegatee may administer these powers and
_duties through district or village level offices as it deterﬁines
ﬁeqessary and it may authorize an office tq serve more tﬁan one
village, '

(o) Thg‘institution.or,its”delegatee is authorized and directed to
appoint a local committee of three in a village, or villages at
least two of whem are family farmers. The committee appointments
shall be for a term of three years except the first appointments
for any new committee shall be for one, two and three~year periods
respectively so as to provide céntinuity of comnittec membership.
The committee shall meet on call of the agent for the institution

or its delegatee,



2.

-10-

e

(d) The institution should be authorized to make loans under this

loglslatlon to buy, enla.rge or improve farms including farm
bulldlngs, for land and water development ‘use and conservation;
to osmbllsh and carry out conservatlon practices; to refinanco
existing indebtedness where necessary and pay fees necessary to
élose loans. Léa.ns.may also bé made for (1) reorganizing the

individual farming system for more profitable operations, (2) pur-

chasing livestock, poultry amd farm equipm.nt and machinery

(3) purchasmg feed, seed, fertlllzer insecticides, pesticides

and farm supplles necessary 'bo meet essentlal farm operating

expenses, (4) financing land and vater development, use and
conscrvatlon not fea51b1e under the above real estate authority,
(5) rofindnce existing indcbtedness when necessary and (6) for

loan closing costs.

Logislation is recommended to provide lien amd rccording laws that fit

various types of loans for coll;iteral purposes thereby increasing the

borrowing capacity and the financial soundness of those seoking credit,

(a) A CROP YORTGAGE law to secure chattel indebtedness as well as

(b)

currcnt ﬁvances for seed, fertilizer, pesticides, insecticidcs,
labor, repairs and tractor fuel should be provided.

A CHATTEL HORTGAGE law should be provided to secure chattol loans
and .unpaid crop.production loans by authorizing livestock, poultry,
machlncry, equipment, trucks and major household appliances to be
taken as security. The VJ.lld period for this instrumcnt should be
at lecast threc years from the d@te of filing or cxecution with the
right of renewal or extension, LEGaAL ENFORCEMENT PROCEDURES H4VE

TO B STRONG EMNOUGH TO MAKL LIEN LAWS EFFECTIVE,



ANY LEGISLATION ENACTED SHOULD BE KEPT RELATIVELY STiPIE
"BECAUSE IT IS IMPOSSIBIE TO ADuINISTER a CREDIT PROGRAM 3Y LAW,
Human boinés and farms are téo variable to fit the fixcd ranges

" of law. It should merely provide the various authoritics nccessary.
The operating procedures could be drawn by thbso responsible for
administering a program of agricultural credit that will contribute

to the ultimate prosperity of Nepal,

APPROPRIATIONS REQUIRED

Administrative funds for this institution should be provided by annual
appropriation. Some of the interest collected from currcnt loans should be
allocatod fér part of “the administrative costs theroby ovontwally roducing - -
the annual apprbpriation for this purpose,

Loan funds shoéuld be appropriated soparately on an annual basis at first.
As rcpayments on oxisting loans are received the funds collected should be

deposited in a revolving fund for eventual replacement of annual appropriasions,

GOOPERATIVE GREDIT SOGIETIES

Cooperative socicties and mulbtipurpose socictics now dispensing crodit
should be strengthencd by incrcasing membership to build up capital. The
prescnt approach of adding new districts to the intensive development group
each ycar and upgrading less intensive to intensive districts and bringing
ncw districts into the less intensive catégory should be continucd, In view
of the limited resources of these socicties it appears they should ponfino
their loaning primarily to production type of credit for sced, fertilizer,
labor, ;nsecticides, improved cquipment, pesticides, gas and oil cte, When
capital has bocen built up sifficiently in these socicties they could oxpand

their loending Vo include more medium term credit,
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It is important that’ logislation for improved lion laws be passed
to facilitate londing by cooperatives as well as others, The inability of
cooperative societics to take crop licns or chattel security as collatcral

~for loans ré’ﬁricts their lending services and deprives borrawers of using
redl estate to securc loans for othor purposcs,

\ “' ..‘The prosént lending policy appears rather. cautious, iore -confidence

" in borrowers capacity should bg. shown and loan amounts inereased up to

realistic limits in ecases where applicants with ;bllltyc“nmcru.usc tholr

incoms with additional funds and an analysis of the proposed farming.
operation shows the cépa.,city for a sound loan,

* If the recommonded lien laws .are: pagsed, cooporative socictics may
considor taking only crop security among the.bctter famezs for puro;y crop
production advances. When additional sccurity secms advisable, chattol
socurity can be. taken to supplemont crop lions, Farmors! real cstate shou;d

+ mot- be- unnccessarily cncumbered. for prc.xi_uczb_ion\ type _l_,-oa.ns, N

Cooperative socicty officials should_ not penalizc members in good
standing by using the coopéi;étiiié" as a.dov:.cc tof‘orco colloctions from
'delin(ihcnf, indiVidualS gince this is a risk of the credit business,. -

It ‘is rccomionded thit loan committee should be establishod to .act. on
eligibility of applicants rather than have the cntire. membe‘rs.h-ipv do so
which is now boing done in many cases," ’

‘An accounting systém should b ostablished whéreby loan funds and
administrative fund's aro scparate. A separate file or record should be -
nadé on ¢ich borrowor as recomiénded for dircet supervised credit loans.

h
-



Iﬁspectors and subinspectors should rcceive considorablo in-scrvice
training., If and when the new and proposcd legislation is implenmented thoy
should reccive intensive instructions and have such instruction reducced to
writing. = A1l personncl handling money should be bonded.

Coopcrative socictics officers werc not in all'ca;es maintaining
roecords so inspcctors or sub-inspcctors had té bring them up to datc cven
though the officials were capable Bf‘maintiinihg then. This is indicative
of the need for pard time and later full time cmployecs in-Coopor&tivdsﬂ»*
as busiﬁess expands, :

E Tillage artisans boing displacéd by modefn nothods might be assisted
ito form éoopcratives for vill#ge industrics supplomontiﬁg fam income,

A continuous cducational program is ﬁecdedifor ﬁemb¢rs to learn moro
about the cooperative movoﬁenf and crédit. iembors should undorstond that
- the dircet supcrviséd droditlprggram focommended”hercih is sapplemontafy to
fhoir progran aﬁdiis a sburce-of futurc or additional members who have
roccived tr;iniﬁg in now farmApréctices, fééhniqucs and will be better
able to handle coopcrative credit.

» Whon the assoﬁs now administored and sﬁpervisod‘by the Dopartﬁcnt
of Cboporativés are transforfod to the Coopcrative Baﬁk cstablishod byhg
Law No., 47 of 20L9, 2 complete and up~to-date inventory should be 'made. S%
A reporting systom by way of liaison arrﬁngcmeht should be ostabliéhed
botween the Bank and the Registrar éf Cooperati\}es'reflocting anount of

loans granted, the nime of cach cooperative, and the amount repaid and

other vital information decmed esscential,
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A nomorandun ‘sh;\:xlz'l be sent out by the Deopartment of Coopcratives to
a.ppi'iso thon of the Act For The Establishrent and Managonment of a Cooperative
Bank giving the highlights of tho act as tﬁoy affect credit sociotics,
Particular @*btontion should bec called to the roquirement for cach cooperative

having 2 sharc to be cligible for a loan with this Bank,
ADJ{INISTRATICN

SUPERVISED. CREDIT

This proposcd Agricultural Crodit Institution for supcrviscd credit
should most appropriately be in the 'Ministry of Agriculﬁure. This insﬁitu;-
tion should be established as a suction undor the Diroétor of the Department
of Agriculture, The full resources of thvao.pa.r't.ment of Agriculturc should
bc closely coordinated with this credit program because suﬁofviscd credit
recquircs all available agriculturc infoma.pion. This éredit instifutibn
could bc a wital vchicle in correc’bing. £hc ovils and iﬁproving the circun-
stanccs of the lindless ard otherg whose progmés is rcstrictod by inadequato
and/or high interest capital. . 4

This ageney should be started on a pilot basis only ard oxp#ndqd after
qualifiod_pgrsonnol is availablc and the cxperionce of the pilo’t cfforts
analyzced, It hshould be confincd to one or two villqgos closély'situa.ted
ard easily a.cc_essible. It would futile to aﬁtempt the v:pilot projccf on. a
district basis, (For coxample, two or threo villigcs in Jhapa dist:;'ict lmight
be sclected as a starting point.) |

The initial staff by necessity of limited available qualifiod porsonnel
will have to bc developed slowly with cmphasis on building the staff ffom

the village lovel up instead of building an administrative structurc from
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the toI; déwn. 4 Dircctor who will bo tho Chicf Apricultural Crodit Officer
(GACO) and 8 Contrﬁl Finanée Officer (CFO) should bc all the contral office
porsonnel roquired for sonc time. Stress should be given to rocruiting,
training and developing Agricultuful Credit Supervisors at the village
lovel, The Chiof Agricultural Credit Officcr should téain the ACS and
spend considerablc tine initially in obsorving ficld opcrations,
" The adninistrition and responsibility for the processing and sorvicing
of individuil loons must be decentralized to the villige level. When the
’Qiii;gé AgriculﬁurcbCrodit”Suporvisor is properly trained, naxinun authority
should be delegated to permit them to properly implomont‘thé progran for
those for whon it is intended,

It is esscntial, however, that upper lovel administrative officials
keep currently inforincd of activities at the ficld level with.rcspoct to
- loan naking, loan scrvieing and loan fund status. This can bo d onc gy ﬁéo
éf:simplc report sumnarics, ficld trips to villages and by porioéib con~
ferences wifh ficld personncl. | _ - _ |

Field Offices at the village lovel éhould bec required to nake périodié
‘roports routed through the District Agricultural Credit Officer to tho
Central Office of th@ credit institution or dcpirtment furnishing th
following details: | N

() The number of applications receivod during the roporfing period.

(b) The nqmber of loans made ard the amount of ﬁoney involved.inclwding

| the valuc of loans in kimd, |

(¢) The nmubor of applications on hand at the time of the report, |
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(d) The.anount of, colloctions roceivod, J,r_ﬁf_thc nunbor of borrowors
-involved, ; This should be on a cumylitive basis since tho _bogixmihg
of. the fiscal yoar. . ) o | | ‘

(6) ‘The nuuber of borrowors who did not pay instalnonts whon duc and
the amount of delinquency for such borrowers,

(f) The nuuber of fam visits to borrowors, | _ ”

(g) The number of active loans reported sep:xmtcly by loan typ\,s such
‘a8 real estate, chattel or production loans. }

(h) The nunber and anount of loans paid in full during tho mportlng

period, .

TRAINING PERSONNEL

| Porso:imelnwc‘all tralncd in Agricultural Credit and basic fam manageient
will cvcntua.lly‘ be roqulrcd fo condﬁct a gound agi'iciiltural: eredit program
in Nepal., It .is”rec:ognized tha.t tﬁeré is prescntly an acute shortage of
tmini“‘ned :J;gx:icultﬁralists eépocialllyw in ru‘z"ai aﬁﬁéds and vefy fow people
w1th agrlcultural crodlt tmining. “ -

To implomnt the Agrlcultuml Act of 1963 two or throe graduo.‘bes of
Mecn Bhawan (Agrlcultural school) should ‘b sclected for spccmllzed
training in supérvised :Xgriéﬁltﬁi;ai C;édit at tho G.5. training contors
in Porto R.1co or Hawail for pmctlcal tmlnmg in condltlons soaowhat
snlila.r to thls area. Thn.so tmlnecs should bc returned to Nbpll to be
emplny'\d at thb Villlge level as Agmcultuml Crodlt Supur\rlsors (Acs) to
adr.n_nlstor the diroct loo.n progrm and pI‘GVldO on-the—farm guidance. I‘his

should bo on a 'bria.l bas:.s in a lmlted arca to detorm.ne tho advisability
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&nd‘foaéibility of further develping diroctléredit'program to supplcenent
cooperatifc aﬁd bthor sources of eredit., It is recommended that the trainces
spend soanctine bbserQing the opcration of several county Farmers Home
* Aduinistration Offices with particular cmphasis on the preparition of new
loans and tochnidues used during ficld visits, {

Trainccs sclected should have a fam b&ckground of actually having
tilled the soil and perfommed other fam duties as a nenmber of a farm family.
This is esscntial to cstablish the kind of confidenco, rospoet and under-
standing neodcd'in working with fanilics who require guidance as well as
credit,

| As tho»program grows and new employccs are rcecruited a pre-scrvice
training progranm of two nonths should be given to ncw candidates, They
should be tr}ined in a village office by an exporicnced credit supcrvisor
*dﬁd through the study of a sinplc coursc of study covering loan procedure,
' ﬁolicios and loan servicing, Much of those two months showld be spont in
obscrving tﬁo ACS in his day;toai;y activitics and nust include loan naking
as well as supcrvisory activitics. Aftor tho first two nonths the traince,
’if fot;ined, will roport'to the official station whorc he will be enployed,

In-scrvice training should be a continuous process, Perioadic training
scssions particularly on a group discussion basis where vill&ge'ievel
cmployces cxchunge idcas and expericnces and where supervisory persomncl
can refine, clarify and interpret policy and adninistration to ficld cmployces.

This should bc applicd to cooperative credit officinls also.



. ;:.‘ . N
- Additional in-scrvice training should bo conducted by the CACO with
ACS!'s at tho ficld lovel, The Ghicf: Agricultural Credit Officor should
sperd 2 cortain anount of his time overy'yelr in this arca. When the
progria cxpands su_.tjificicntly and personncl bocauc a.ya.;'__lable this ficld
training should bc done primaz;ily by Distri,ct Credit _foicors.
District:Credit Offico.rsb should be trained in firm appraisal for
- real cstate loans,
An agricultural college graduate should be sclected as the Chiof
Agricultural Cx‘édit- foico; but if onec with such a training cin not be
found the next best type of individual with strong leadorship ability and
aggressiveness should. be sclacted and givon special training in the ficld
of suporviscd agricultural credit. He should be given pre-scrvice tr;ir_xi_ng
for throo months preferably in tho United States where he could bo trained at
State and Arcx offico lovels to obsorve progran planning, policy oxccution,
personnel adninistration and overall supo_zjvisory__tgchniquos and _q.c‘bivities.
If and when Nepal ‘osta.blish_os‘ an agricultural college. the curriculun
should include t,ho"}fqllowing‘ coursos:
1) Principlos of Agricultural Econonics
- 2) Farn Rocords
3)v Principles of Farm }fquna_.gcment. L
. 4) Agricultural crodit
5) Fam appraisal
6) Land Economics
7) Marketing of Agricultural Products
8) Principle of farm cooperatives

9) Money and banking principlcs.



To obtain balanced training for students preparing for carcors in agri-
cultural credit basic courscs in agronony, aninal husbandry, agricultural
engincoring and horticulturc should also be pursucd.

ADUINISTRATION OF ANY CREDIT PROGR4 REQUIRES SKILLED PIRSOIETL.L SINCE
IT IS 4 SPECIALIZZD FIDLD WHERE THE CHARACTER, PERSONALITY .ND TECHNIQUES
0. THE AGENT FOR THE LENDER ARE AS IMPORTANT AS ACADEAIC PHILOSOPHY AND

BACKGROUND,

VILIAGE COMITTEE

.

A village committoo_bf throc local citizens at least two of whon ﬁust
b§ farmers will be cstablished in oaéb #illage. | ,

JTAls m;y be added as an ex~officio momber.when it is foasible for
then to atterd. Otherwise no me holding 2 public. of 7ice should bo eligible
for this cenmittec, ;

‘The prinary fﬁnction of this cannittce will be to'dgtcrminc‘eligibility
-of loan applicants, Other dutics might inclqdq wh&t,action to take on
dofiultcd‘accounts, counscling borrowers who arc not niking satisfactory
progress and advising the ACS conccerning local loan policics or linits
and sccurity roquiromdnts;

Two nembers shall constitute a quorun. The cpmmitteo shall deterninc
the cligibility of cach applicant for a loan based on character, gackgroundand
his-ability to carry out thc torns of the loan. The institution shall
prescribe rulss governing the procedurc and other dutics of tho comnittec

and it shall determine rates of compensation, if any, for cemittee nen,
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" Bach’ connittoo nouber appointmont will bo-mide by the GACO frem a
“1ist of ‘the thro¢ nincs subnitted by the Villago 4CS,

The villago connittoe w111 not bo: vested wi‘bh loan approval
“ Juthority.

Tho 4CS nust be able to doturnine that a sound basis oxists for a
loan evon ftor the applicant is found oligible.. Comittocuon and
applicants nust clearly urderstind this policy. However, no loan .pay bo
nade without favorablo rocom;»nd.xtion of the. applicant by the village
COT.L‘TllttOu. Conulttocs Lxust be ablo ;,c;.x.nke th01r delibcmt:.ons in private

and the :1\,0193 on should bu rocorded ‘and GCOrtvvd only 18 a group docision

to avoid porsonality confllcts. Majorlty rule will govern,

- FINANCE AND ACCCUNTING CFFICE .

It is rccommended that a Contral Finance system be 6stablishod to
perfém 211 fiseal and dccounting ‘sorvices including mastor control of
all loan funds, imdividuil loan rocords and all rocords roliting to col-
'léjc-:t'j:ons'.' Tt 8hall sorve as custodidn of tho original Pranissory Noto. or
301’1:3. exécutod by the borrewer as ovidénee of indobtedness, Tho Contral
Finance Office would issuc inmdividual statonents of account annually for
" delivery to borrowers through ficld or-village level offices.

Thé Contral Finance Offico must be staffed with personricl trained
in acddﬁntil{g procodurcs and tochniqués, Chocks nust bo issued pronptlyA
\Whon dash 18 being advancod,  This office fust bo able to' rondor trial

" balancos of a.ii:‘adéounfs', ‘pericdic individual loan aecounts and.other
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status infornation nceded by ficld offices to properly handlc loan accounts.
This officc nust be capable of proparing fiscal rcports periadic:lly (an~
nually or scni annually ) for usce by adninistrative officials ard by district
and village lovol offices, The Central Finance Officc should kecp ad-
ninistrative offieials informed pericdically on the ?ot;l,loan niking
activity for the village and distriet lovel offices.
Enployces handling funds should be adoquatoly borded,
ceeipt books should be nade available for usc-by. the agricultural
Credit Supervisor (ACS)'at the village level and he should likewisc be
bonded as woll as others hindling funds at that lovel., Tho original of
cach rcceipt will be given the borrower, a copy sent to the c.ntral finwnce
officc and onc copy rctained at the village office,
The Ceontral Finance Officce should prove morce ccoponicial and a safer
: custodinﬁ of the vital instrunents of indcbtednoss than o docontralized
sysfom. It has the added advantige of being a single source to propare:
financiil and progran summarics of the loan progran for administrative uso

by officials changed with the responsibility of directing the credit progran.
LOAN MAKING

A soumd agriculturl} loan is one that is beneficial to the borrower
ard reasonably safe for the lender, Proven credit principlo nust bo applied
to cach loan to obtain most effective results. These principlos are
derived fron cexperience and training., THS ANXIETY TO MaKE 4 LNAN SHOULD

0l OVER-RIDE THE ECONQMIC JUSTIFICATION FOR IT, Evon in a selfhelp socicty,
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. the autoeracy and ‘diseiplinc of a business such as a credit institution wust

bo- rccognized within the concopt of a. donoc_mcj. Credit nust be dispensod
- on terus required by the ~lcndorb whoso expo-rience; knowledge ond forcsight
nake hia bettor xble t6 prediet or analyze and recognize what constitutes
a sourd 1nan,- |

PLIGIBILITY AM) LOiN PROCESSING FOR ALL LOsNS.

When a loan applicdtion is filcd at the village office, thc local agricul-
tural erodit supcrvisor nust make a thorough investigation including refcerence
contacts., The farn or land that will be opcrated after 2 loan is nade nust
be visitcd: Tho application including the infornation obtained on. the.
applicant will then be subuittéd._tq a village comittoe to deternine the
crodit worthincss of the borrawor. Exhibit 4 is attached as 2 suggested
application form.

 If the comnitt.c considers tho applicant oligibls, the applicant apd
the Credit Supervisor will moct-and prepare a fam and hoie plan as a
basis for cstinating probablo oxpenses and income, agrec on inproved . .
practices to be instituted, determine the itens to be purchased with the
loan and above all corrcct past dceficiencics and change those customs
which have retarded progress, Bdéié;"'iii'jﬁétmonts are nceded in overy loan.
A suggested, simplificd farn plin is attiched. The fafm and home plan is
" the nost inport.lht”doctiment in the loan docket, "It is tho contract be_tween
the iender ard the borrowor, It is the bisis on which tho loan is approvod
iri. cvrfantmet to conventional loans in Nepal which arc usually based on the ,
anount and kind of collateral the borrower offors for security. . (Sco

oxhibit B),
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The purposcs for which loans arc made arc very important. The loans

should be nade prinarily for productive and nceessary purposes.

CHATTEL LOANS

The following should be authorized loan purposcs for chattel loans

in NEPAL: |
(a) Livestock ineluding water buffalo, shocp, goats, horscs and
bullocks,
(b) Poultry.
(¢) iiachinery and cquipnent.
(d) Sced, foed, fertilizer, insceticides, pesticides, labor, and
 custen plowing servicos.
(¢) Rofinwnce cxisting chattel debts providing othar.adjustzzmnts are
being made and sufficiont oquity exists in the property owncd.
(f) .lake ninor building ropairs when the anount is too small to
. justify 1 rcal estate loan.
() 3uild and stock fish ponds.

The intercst should not exccod ten percent and the repoynent

pericd for capital goods may be scheduled in annual installncents up to

scven years with the understanding thait advance payaents above the

anmul instiallment will be made in above normal years, A linit of the

total irdebtedncess for chattel loans should be established.,

Sceurity

A first lien (chattel nortgige) on productive livestock, Iﬁoultry,

" nachinery and cquipaent purchased or refinanced with 2 loan as well
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as first lion on crop financod by the credit institution nust be
roquired, All other livestock, nachinery, oquipment, ind poultry ownecd
or acquired by the borrowor should‘bo securcd. This credit instituion
should fin:ince 21l the applicants chattel and crop production nceds
raither than split financing with other private or cooperative credit
sourccs,- Howcver, borrowcrs should bec rcquircd to refinance with
private or cooperative credit as soon as they have built sufficiont
equity to do so and providing the sources furnish credit at rcasonable
rates and tems,
" To the extent possible loans in kind should be made to supcrvise

. loan fund cxponditures te the maxinum, A1l precautions possible nust
be taken by the eredit supervisors and villaige connittee to have
assurance- that loan advances are used for the purchasce. of thosc itons
agroed upon batwoen the borrower and the credit supervisor. (Scc
eﬂibit o).

REAL ESTATE INANS

Roal estate loans should include the following authorizations:

(a) To buy land,

(b) To build, repair or ronodel essential buildings.

(¢) To provide nocessary sanitary water and water.facilitios incluwding
structurcs for irrigation, ditchos, tile and labor neceded on
individual fam -to conncet to any group or publicly owned
irrigation systen.

(@) Refinuncc oxisting debts to the oxtent of available cquity in the
real estato,

(¢) Provide basic soil treatuent, and consecrvation practices,



. . ~25~
Terms
The interest rate on rcal ostate loans should not excced cight (8)

percent, A repaynent schedule up to twenty-five years should be |
authoriéed with a frariable payuent arrangenent to encourage advance
payzrbnts -du'rihg ‘the yoars of above nomal ineeme. The maxinun loan
should ‘not oxcecd the agricultural value of the far%g deternined by
2 qualified cmployee of the credit institufion.
éocufitx - |

| A firSt lion nust Be obtiined on any real estatc purchased with
loan fands and the bes% available security on any other existing real

ostatc owned by the applicant.

OFFICE RECORDS FOR LCANS

A scparate loan file shoul(i‘ be “set-up: for each borrower and retained

in the .Viillgo office containing the following:

(&) Loan application including investigation report. -

(b) Fam and Hone plan,

{e) A icopy of the promissory note with the original copy filed with

| th: contral finance office antil the account is fully paid.

(@) A copy of the loan voucher. The original should be, sent (to the
Contral Finaﬁce Office for payaent of loan requested along with
the NOTE,

(¢) Licn instrunents.

(f) Corrospondence and running rccord notes made on contact with

the borrower,
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LOuNS FOR SUBDIVISIGN OF LARGE TRACTS CF LAND

‘§inc¢ soveral large landholding in Nopal nay be purchased formd..ivision

' ir‘xto fanily farn tracts, -one option aay taken to,ccypr the contirc tract and
the total tract surveyed,appraised - and sub—difridcd into.,QCOnonic.units for
pumhas‘é by individual farn fanilics, Zach such individual loan can bo taken
to.-bo hardled as scpirate roal ostate loans as outlined above,

LOANS TO ASSOCIATION

T,oans to associations should be authorizod to help groups or associations
of firmcrs dovolop systens for irrigation, dra.i_n;gc_:avzi/ or soil conscrvations

neasure, S . L _ .

This should bc authorized at a rato of interest of not orc than cight

per cont and torms up to twonty-five yoars.

'SERVICING LO:NS

Every type of cooperation should be given borrowers to. naintain the
individu.ll. borrower's account in current  status. Understanding with borrower
rogarding his ropaymont rosponsibilities nust be established when tho loan
is nﬁo. In handling delinquent accounts lender policy should be as fair as
possible, consistont with sound credit practices., Portincnt factors in cach
" individual case should bo ‘given consideration, Doponding on thc factors
in cach case doliqueont accounts will fall ecither into the justifiablec or
tho Non-justifiable category., Settlenont nust be nado on the basis of the
dclinéuoncy catogory,

411 delinguent borrowérs arc oxpected to repay as nuch. as possible

without unduc hardship based on their incone.
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The following factors nay be justification for cxtension or forboarince
of their accounts.
() Tlincss: Scwerc oxtended illnoss . of the fz;mur or his fuonily
which has sceriously hampered prescnt farn nanageicnt practices

and it‘lppears corrcctive action is being taken.

(b) Scverc ard unavoidable attacks by pests, wcathef, discasc or
aninxls resulting -in w3jor crops or livestock losses,

(é) Tdivestock and crops properly raisced but aarket donand docs not
pernit siale of the pajor farn products,

(@) iajor loss of incomc for the year duc shortige of irrigation

o water and it appears wator shortages will only bc tompor:iry.

The following factors do not provide i justification for forbearance

or cxtension of tiac for repaynents on delingucent accounts:

1) Crops not praduced duc to negleet in planting or cultivation.

2) abandoniont of farn,

3) Ioproper harvesting of crops duc to nothods used or tining.

4) .iinor losscs duc to weather, posts, discase or ani.nal -~
destruction,

'5) Salc of major crops not mie cven though opportunity to narket
crops wis or is awvailable,

6) IExcossive fanily expenditurcs for roercation, enbertainnent,
luxury goods, rcligious festivals or pilgrimages, and non-
essontial iteus,

7) Unsatisfictory moncy nanige.acnt duc to undesirable habits
of the borrower resulting in cxccssive indcbtedness.

8) TLack of ambition anmd initiztive by the farmer and his fonily.
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Every delinquent loan should be reviowed with the villige camittee,
thfo liquidation is recormoended s the only alternative to protecting the
crodit institution's intcrosts the comnittee and Agricultural Credit
Suporviso; should so indicate and forward to the Disﬁrict Agricultural
credit officer for roview, If he concurs, he should so indic;tc and forward
to the Chief, Agricultural Credit Officor for decision and action, No
furthcr loans shquld be processed for the bofrdwor unlcss satisfactory
scttloint his been nade and the villige conaittos rocomiends another
loan,

. Judgiaont in overy casc nust be discrect rathor than arbitrary. Each

delinqueney st be considered on its own merits and faiirness applicd.
. ] : ge
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Dot ] ] - APFENDIX "A"

MAJO™ STANDARDS TO® A SOUND AGRICULTURAL GREDIT PROGRAM
Applicants for ény loan sh-uld be thoroughly investigated as to
character, faru gack¢r0und, training, experience and ability,
Prompt action and decisions should be réached and the applicant
notified accordingly. Business-like handling of an:application v
will bhave a direct impact on the future relétionship with the
borrower in supervision and collection. Slow and negligent han-
dling of an application will likely lead the borrower to indif-
ference toward his responsibility.

Borrowers must have = respect for debts and feel responsible for
paying them,

Every loan must be developed on realistic farm management plan
predicated on a sound economic land base. Loans which cannot
be repaid from income should not be approved. The amount of a

loan should not exceed the borrower's need but it must be large

enough to‘properly capitalize him with needed livestock, equip-

ment and supplies,

Borrowers must recognize that CREDIT IS NOT INCOME but that
credit is another tool to be used to increase production and
income. Loan funds mﬁst be used for purposes that lead to in-
creased production and greater net income rather than for un—
productive purposes, social needs, luxury items or ceremonial

expenses.

‘Every loan must have a realistic repayment schedule keyed to

reasonably assured income, A system of variable vayment where-
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by‘borrowers pay more in good years is important, Real estate
loan borrowers should pay the emuivalent of reasonable rent less
taxes.
Eouities must be built by generating enough income to pay family
living and farm operating expenses and still have enough income
remaining to pay debts and replace worn out ecuipment.
A sound agricultural credit program must insist upon corrections
of past deficiencies and customs if the borrower is to receive
full benefit of a loan and the lender is to recover the ioan by
voluntary repayments. A clear understanding between the lender
and borrower must be established at the time the loan is made.
An unsound loan is a disservice.
The credit system including security requirements must be flexible
and 7itted to-each individual borrower's circumstances and loan
needs. o
A servicing program to see that borrowers carry out the agree-
ments made at the time the loan is made must be carried out. On;
the~farm visits with the bofrower will be most effective in fol-
lowing up agreemeénts reached and to provide farm and money manage-
ment guidance. Records should be maintained of income and ex-

penses even though the AGS has to do the writing. -



e APPERDTX "B

DEFINITIONS

A, BORROWER -~ Individual farm operator and his family who receive
a loan from a credit institution and is responsible for its
payment.,

B, LENDER - The credit institution or agency whic@.furnishes funds
to the borrower,

C. FARM UNIT - Represents the total land resources on which the

| borrower conducts his farming owerations.

D. AGRICULTURAL CREDIT SUPERVISOR (ACS) - The agent of the credit

institution who deals directly with the borrower and is admini-
stratively and technically responsible for supervision of the
loan and counseling the borrower.

E. TARM AND HOME PIAN -~ An annual budget jointly developed by the

borrower and the ACS which reflects the total producing capac—
ity of the proposed farming operation, the anticipated expenses
and the improved practices agreed upon.

F; OWNER-OPERATOR —~ The tiller and his family who own the farm as
well as provide most of the labor and all of the management for
the farming operations,

G. "TILTER" shall mean the individual and members of his immediate
family who perform the labor functions in actually cultivating
the land and otherwise producing agricultural products.

H, "IANDIOED" shall mean the individval who owns land and rents or
otherwise makes his land available to the tiller for cultivatioﬁ.

I. !'TENANT" shall mean the tiller who cultivates land belonging to

the landlord.






1.

2.

‘3. PFINANCIAL STATEMENT

Name of Applicant _ _

Name of Village

‘What I own

Farmland o
Number

D e —

Cattlg

Sheep

Goats

L e —

Buffalc

Poultry

s ot St

Machinery

ot

Other Propefty;_

TOTAL

M s

R i s A et e e . ot W Pt

Rs. .

Rs.

—— s i o ———

Rs.

—— - i oot el

Rs.

e et o e it st

Rs.

e s A

S —

.APPLICATION FOR A TOAN

What I Owe

Debts on land

Debts on Livestock

Debts on Machinery
Debts on Living

Owed to others

TOTAL

I hereby apply for a loan for the following purposes:

S

D S

. be.

c.

P

d.

—————— . o

5. Applicant Certification

AValﬁe

Rs.

Rs.
ns.

Rs.

Rs.

If a loan is approved, I agree to use the money or goods borrowed

solely for the purposes for which the loan is made.,

Date:

SEEU

Signature
or

Mark




6.

Comments by Agricultural Credit Supervisor
(Comment on the adecuscy of the farm, the applicants reputation for honesty,
integrity, ability, and for paying bills; approximate amount of loan needed

and other facts useful for committee action).

~Yillage Committee Certification

We have considered the 1nformat10n submitted with this application

together with our knowledge of the above applicant and hlS farm, and

certify that he cannot obtain credit sufficient in amount to finance his
é;£ual needs from other sources.

We also certify that he is a crediﬁ-—worthy applicant and recommend
that he be given consideration for a loan. -It is our opinion that the
applicant will honestly endeavor to carry out the obligétions required

of him in connection with the loan if it is provided.

Comments:

Date- oooooooo o @R 000ee @000 Sigrlature:.-a’oo.tt'noo.c‘.avo.n...o.
Signatur‘e.uoa.o.-oo..oacn...ao‘vo.lcl

Signat‘uI‘eo..-o.obl'o‘.coco.u.!;a.ooo

Note: If the Committee does not consider the application
favorably, strike a line through the certification,
note reasons under 'Comments', and sign.

O e i o S et




FARM PLAN

EXHIBIT

BUDCIT. OF INCOME AND FXPENSES FOR YEAR ...,

 CROP ESTDMATES

lBI

: ICHAS 6R YIELD ESTIMATED
GROES ROPANIES{ PER UNIT 70 BE SOLD INCOME
' Rs
|
|
Estimated Crop Income: Rs
- LIVESTOCK ESTIMATES

LIVESIOOK | NUMBER. | 0 BE PRODUGED| TO BE SOID | op DOTD

Rs

Estimated Livestock Income ... Rs.

Total Estimated Income Rs

- ESTIMATED OPERATING CROPS & LIVISTOCK IXPENSES

FARM OPERATING

AMOUNT BORROWED

Seeds Rs Rs
Fertiliger
Stockfeed
Pesticides
Véferinary expevnses
- Insecticides
Taxes
Plowing Services

TCTAL } Bs

Family Living S

TOTAL OPERATING EXPENSES | Rs Re

/Gapi‘bal expendi'bure esevscsoee |



CAPITAL EXPENDITUEE

ITEM TOTAL AMOINT BORROWID
SRy

Crop and Livestock income
: Cthqr income
Total income ...
Iess operating expenses
Cash profit

Plus amount borrowed for

Rs

: Rs’

Rs

" Rs

_Rs

operating exXpenses

" Total amount
available for.
paying debts

Rs

[EBT REPAYMENT :

. GWED TO AMOUNT TO BE PAID WHEN

FROM

Rs

TOTAL Rs




EXHIBIT
Q&__D_M___ VOUCHER FOR_AGRICULTURAL SUPPLIES ¢
\V?ucher Nb;A:;w‘_‘_‘___
ZART T |
TO: Supﬁiiefr e e e = e e
A loan in the amount of Rs. ___ ____ has been made to_____

for fertilizer and/or seed.

Name of Credit Agency ___

Location

Signature of Authorizing Official

G o ——n e AT c————— T m W AL N it e, MR 1t et

Date

(1) Please”describe items on reverse of this form in Part II
and have borrower acknowledée'reéeipt of the supplies in
Part IV, Payment will be made on presentation of this
voucher té: |

Namé of ACC

At

et s e C—s - —— et

1c!
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PART II | "

Date

The following supplies have been released to

‘ (Name)
as authorized under PART T.
Item Ouantity Rate o Value

1. Fertilizer Rs,
2. Seed Rs.

3, Other Rs.

———— . r———

Total Value Rs.___

e

Name of Supplier

Location " ¥

Signature of Seller

PART III

Date

S——" e

I, as specified in Part I, have received the above'quantity of

supplies from valued at Rs. against my
loan of Rs. sanctioned by the e
at . ‘ on ’ .

Witness (In case of Thumb Impression) Signature or Left Thumb Impression
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Background L2 -“ ” s

In seeking a new form of local government administration which will
be well suited to the cultural and historical conditions which exist in
Nepal, His Majesty's Government has embarked upon a nationgl program to
establish elected local counci}s or Gram Panchayats. The gasic objecti~
ves of this progrém.are first, to bring Lnto existence competent, legally
sanctioned, local government bodies, to which decision making authcrity may
be decentraiizéd'aﬁd second, tﬁé*ésfablishment of an institutional framevork

within which the rural people may actively participate in the processes of

development.

Implicit in these objectives is the desire of His Majesty's Government
to bring about = radical change in the attitudes of the agrarian populace
toward theirAenvironment'and toward their‘ggvernmeht.' Government leaders
widely hold.the view that "there is no éﬁchvthing_as an inherently poor
land, there a:e‘bnly poor people,” It_is their view that development is
1argely e state of mind and that the rural people have to develop them=-

selves before they can change their environment.

The Minister of Development sees the mobilization and development of
the 'human resources' of Nepal as the major task of the government. In an
agrarian sdciety, where‘ninety—five percent of the people live at a marginal
subsistence level, social mobilization must begin with a change in the at-
titudes of the people toward the external world , for the great majority of ' 1
-them do not regard their world as being subject to knowable and consistent ‘

laws which make it possible for them to exert control over it. They consider
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.that control over the external world can only be achieved through
supernatural forces; hence they devote a high proportion of their
energies te gagical snd religiouslp?eetices. ‘Their 'value systenm!'
continues to be goared to what hasibeen cslled,!ﬂa longrange
fatalism", tbat is, the assumptlon that life for their grand-
children w111 be about the same as it is for them, as 1t was for
thelr fa+hers and for their father s fathers, back through time

) 1mmemor1a1. So 1ong as the great magorlty of the populatlon do
not undersuzna and believe that they have thv ablllty to alter
thoir environnent in a positive way througn their own efforts,
economic growti, per 8¢, is not the most urgent problem to be
“dealt with. The linistry of Development recognises that the -
Panchayat syztzi must be 'development oriented! if it is to over-

come this *“raditional-‘passivity of the people.

In addltlon to the 1nst1tutlona1 obstacles te change which
ex1st within tfadltlonal Nepalese 5001ety, there is a 1ong hlstory
of repressich and 1nd1fference on the part of the government which
has left the villagers apprehen81ve of officialdom and bureaucracy,
His Majesty's Government is determined to break -down the barricrs
of sﬁspicion, arprzhension, and indiffererice which have so long
isolated the rural people from their government. - Hence, the
highest priority has been attached to the proposal for conducting
self-help develo,ment ‘activities through elected councils of the

people themselves.

By restoring the traditional institution of the Panchayat

in a modern forri, suited to the present needs of Nepal, the

1
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villagers will be dircetly involved 'in the processes of government
in a way which ig meaningful to thém. By enc¢ouraging local initia-
tive in idéﬁtifying local problems and in reaching solutions loecally,

village leadership, which is competent and ‘confident, will be developed.
|

The proéess of 1oca1fgovernment”administration is secen as one
in whigh local ieadefship will assumé responsibility for recognising
the needs of the comnunity, assessing the resources available to
meet thosc needs, wssigning priorities in the allocation of those
resources, and for obtaining external guidance and assistance to -

meet neccds which aré beyond the capacity of the community itself.

If, in this’ﬁay, é large numbef of‘the rural people c;h'ﬁe
involved directly in simple self-help type activities which improve-
their lives, oveh in very clementary ways, a beginning will be made
in aitéfing thgif passive and fatalistic attitudes toward their
world.“{By demonstrating for themselves that they can later their
environménﬁlﬁy‘;.mgro rétional atilization of their resources, they
wiil o#en/theirqun mindé’t§4the pbésibiiifiés‘of change. ‘Apathy
and poverty, tﬁoée Siameéevtwins ﬁhichiéonstitute'the "low ieveli
eghilibrium trap! 6f ma¥éinéi égrafianveconomiés, wiil give wéy to
confidence,“séif-reliahce and, in time, perhaps. even moderate pros-

perity.

The traditional isolation of the governed from the government
is to be broken down by~invqlving;the;people in government. Local
leaders are to learn the techniques of self-government, not by talking

about them, but by experiencing the, responsibilities of self-government.
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Through local government, His Majesty's Government seeks to develop
stabley, self-reliant communities, capable of assuming greater measure
of responsibility for their own affairs and for the support of their

own bgsic humanitrian and developmental services.

The resources availéble?for instituting this national program
are not numerouse. The: principal deficiency lies in'the absence of .
sufficient numbers of well trained personncl who understand self-help .
development and the techniques of local administration. The second
~main difficulty lies in the field of. organisation. .Support for local .
development requires effective administbative machinery capable of

reaching =sffieciontly to the most remote areas of the nation.

Personnel and organization, rather than funds or materials,
will constitute the primary problem. in establishing the Panchayat
sysfem on a sound developmental basis. For this reason it is plann-
ed to utilize the staff and administrative machinery of the Depart-":
ment of Village Doyglopment, which has been built up.through ten
years of cooperative offort beﬁweeﬁ ﬁhé United States and His.
Majesty's Governmqﬁt,_as the ceﬁtrél‘vehicle for supporting the

v

developmental aspects of the local government program.

A note about the Village Development Scrvice scems releovant.
This body of over fourtecen hundred development personnel has come
into existencc during the past decade as an extension arm for all
the techniéél mihisfriés of His Majesty's Government, When it was-
started in 195é, the téehnical ministries were either non-existent
or nascent. They were therefore willing, indeed, glad, to have Village

Developmont scrvo as their field arm. Hence Village Development came



to be éngaged initially in agricultural, educational and public health
programs‘to'fill‘é void. As programs to strengthen the technical
miniéﬁries hewe cbﬂé to fruition and these ministries have establish-
ed theif own field services, fhere has been, predictably, increasing
resentment and confusion about the role of Village DevFlopment. It
should be recognised that this latest confliet and hostility is more
a measure of the success of programs which have sought to strengthen
the‘tebhnichl ministries of His Majesty's Government than it is of

any supposed failure on the part of Village Development.

Indeed, as. a non-taxing, non-repressive, non-punitive mani-
festation of the national government. (the first such manifestation
ever seen in large areas of the country), the Village Development
Service has becn modestly successful. The impact of the Village
.Dévelopﬁgnt Worker upoﬁ the rﬁral people has Been much:greater

than is 3oﬁera11y reéoghized;' Ten yéérs égo ﬁo one in the village
had evéf coﬁsidéred'that"their gdvérnmént'had any interest in their
devel prent and welfare. Through Village Development they first
léarngdjthat their government 'caréd'; ﬁhéﬁ it was concerned with
their future. Not only ha%e the concéptgiof self-help and community:
cooperation been intrdduced; more important, a 1érge number of rural
people have become receptive to the idea of‘chénge. Thué, though
much remaing to be done, a sound fundation has been laid in many

areas through the efforts of the Village Development Service.

It is therefore most essential that any program to establislk
permanent local government be seen as a 1ogical,step‘forward from
village development. Local government builds upon, and institu-

tionalizes, the concept of participation by the people which was
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the fourdation of village development. As an organization, and
as a body of competent personnel, the Department of Village Develop-
nent represents the principal asset of His Majesty's Government in

giving direction %o a national program of self-help development.

' Alee available to the government arc the persornel and
orgenizatioﬁs of *wo other effective administrative bodies. The
Department of Lo¢al Self-Government has had, an continues to have,
the primary recponsibility for' organization of the national system
of Panchayats.. ‘With a central secretariat, zonal representatives,
and seventy-five District Panchayat Supervisors, Local Self-Government
is weli'sﬁi£eé +o yrovide continuing supervision over Panchayat clec-
tions,.reguletienr, stdtiStics,'reeords, and to perform a wide range

of basic adninistrative duties.

The staff and admlnlstrat1Ve machlnery of two departments of the
Mlnlstry of Lau*onal Guldance can also make a unlque and vital
contribution to the program. These two departments are presently
responsible for the organizatlon of the class organlzatlons through-
out Nepale When this important work 1s completed thelr prlmarv

function w111 be 1n tralnlng local 1eaders. This is a top prlorlty

need and one tkat can be most effectlvely met through cooperatlve

effort 1 tth *he Panchayats.

The Minister of Development novaroposes that the available
resources, personnel, and administrative machinery should be brought
together into a single Panchayat Ministry in order to permit three
most effeetive and intelligent use.:.This Ministryywill have four

departments, wﬁich ﬁill, it is understood, be concerned with



administration, development, training and cooperatives. The Minister
“considers. that the central function of cooperatives should be to make

‘productivity loans to whole communities rather than to individuals.

Undgf this_éinistfy, the Panchayats will be formed in four tigrs at
the village,.district, zonal and,na@ional levels., With the exception of
the Gram Panchayat, which will be elected by direct aéult sufferage, each
sucessire tier of panchayat members;will be chosen from and by the
members of the next lower tier.s When a Gram Panchayat member is selected
4o serve on the District Panchayat, a vacancy will be declared at the village
lovel and a by-election will be held:- Thug, although National Panchayat
members will have to serve successively in each lower level first, they
will Hold office in only one Panchayat at any given time. Having once
served in a‘higﬁer Panchayat, an individual will thereafter-be'eligible
to stand for oléction at that level without again serving at the Gram

Panchayat lovele

To date, only the Village Panchayat have been estgblished by law,

" which defined authority and sanctions. Since there is no tradition upen
which to base the highéf 1evé1'Pah¢hayatS}:their'establishment will be

é unidue stepe Viilage clders, in the historical past, have never had
binding'éuthority io'make'decisions which éffectéd the lives and welfsre
of people dutside their own;Gillages. At the District Panchayat level
and above they will have to accept broador rosponsibility than they had in

traditional socieﬁy.

To mect the needs of contemporary society, the form of the Gram
Panchayat - or council of five villagé elders - has been modified. It
has -been enlargsd to include nine representatives, each elected from one

ward of the village to serve a six year term. Because of the greatly
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increased population of today it has been thought best to divide each

community into nine geographic wards so that each citizen will have personnel
knowledge of the individual who réprescnts him. The terms of the first
members eiﬁcte will be d601ded by lot; thereafter they will serve stag-
\gered terzs, with one-third of the members being elected every two years.

Thus, elections will be held at each level every two years.

Under the Village Panchayat Law of January, 1962, the village
“councils arc zivsn broad authority to deal with matters of a strictly
" local nature. They are also charged with primary responsibility for the
finitiatién and execution of self-help activities. These development
activities are to make maximum use of local resources and skills and
the Gram Panchayat has both theiauthority to impose a loecal tax(equal)
to ten percont of the land revenues of the area) and to receive a
tax rcbate from the government ‘(equivalent to ten percent of the
land reve erues). It is planned that this power of taxation will make

the —~illages lergely self-supporting in time,

Procedures for the organization and coordination of village deve-
lopment activities have not been detailed at the preseht. it has been
proposed that‘at least:one civillservant, perferably a former Village
Development Worker or a Primary school teacher should be assigned to
serve as Sccreﬁary to .each Gram Eanchayat. With his assistance, the
villagers Will-draft an annual program éf work, stating tho priori—l
ties, assessing the local resources available, and requesting such :,
external assistance as may be required. Those work proposéls re-
quiring external support will go intially to the district, for consideration
by a District Development Committee under the chairmanship of the District

Development Officer (the former Block Developmernt Officer).
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The Ministcr sees no difficulty in achieving coordination between the
technical ministriés and local government administration, for, in his viow,
their combined zetivitics will form but a single program at the district
level and kcloy,

\

Once district level approval has been obtained for village activi-
ties, external support will be financed either through district develop-—
ment funds (tox robate) or from self help subsidy funds from the national
budget. Subs’dy funds from the budget pr from foreign aid sources are to
be kept scparate from other revenues in order to impress upon the people
that such assistance is cxtraordinary and cannot be taken as a matter of

'right'. I% 1s hoped that this will spur them to increase local revenues

to the point where no external support is required.

Helationships betwecn the Bara Hakim and the Panchayats are not regarded
as a prcblem. The Zonal Commissioners and District Development Officers are
already cstablished on o rudimentary basis to handle developmental activites.

"As thc Bara Hakin systen is 'phased out' over the next three to five years
administrative powers will be gradually transferred to the Zonal and the Deve-

lopmental Districts and the old system will be replaced by the new.

Although primary attention has been focused upon the village. it is
intended that the election of District Panchayat will commence soon after the
nonssoon is over. When cstablished, the District Panchayat will play an essential
role in the sclf-help program as they will have the final authority to
approve village level activities. The village is seen by His Majesty's Govern-
ment as the most critical level., In the American idion, the village is the
'payoff'! - for it is within this basic political community that meaningful

social progreas, political stability and economic growth must begin.
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Observations

The broad plan put forward by His Majesty's Government to |
establish local government and support self-help development scems
eninently desirable and sound. It forms an essential part of any plan
which aspires to bring meaningful change to Nepal|during the next deceade.
It is not, however, a panaceca, nor éhould it be régarded as a means of
getting economic development 'on the cheape' Without land reform, a
.change in the tax structure, basic public administration improvements,
and a broad prbgram of cducation, local government aione cannot achieve

the goals set by the governcmnt.

This is, however, a critical field, fully deserving the high
priority given it by the National Planning Council, since it is
throﬁgh leenl go&ernﬁent thét'the.mass”of theApéople-can be enabled
to partiéipato both in zovernment and economic¢ growth. Such econonic
growtﬁ‘is desirable'and.nGCGssdfy, but4in'terms:bf nationalzinterest,
aﬁ increase in the gross national product alone, if it concentrates
assitionaluwealth in the hands of the qu who are already wealthy, can
only lead to.uhrest and political‘inétabiiity. Likewise, education is
essontiﬁl,_but education,_without ﬁhe institutional forns which permit
participaﬁi§n and vertlecal mobility, can lead to pressures for change
which will destroy the sbdiéﬁy. Within tﬁé nex£ decadé, if change is
to come in an orderly fashion, it will be the leaders of today who will
bring it. During this period, while education is taking hold, the future
of rural Nepal will reét.in the hands of the adults who have authority in
the villages today. Development, throggh selffhglp and 1ocal government,
is a moeans of giving them both the inééntive to introduce ghange and the

skills, guidance and resources to succgssfully bring it about.
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My obeervations are, thereforg, made with a positive blas, since
I regard the pooonular oenoilus of uhe deveiopmental aspects of the
Panchayat eystem of 1ocal governmenu to be of great 1mportance.‘ However

- as looal ‘Vufﬂﬂpﬂf 1o’concerﬂed almost exclu51vely with the vnllage and

dlstrlct tiers of the Punchayat system, I have not here con31dered the

-

details of Aonal or Natlonal Panchayats.

A

SPGCL i ll,, I would make the follow1ng ohservations:

Aq Then if tno Pqnchayat sysbem is to be successful it must

eefebjis;*oq with the full support of the Coun011 of Mwnletersn

on a uuiform national basis under the ﬂlrect cont“ul of a singlc

ministry or ggency of His Majesty's Government. It cannot be ad-

minigtered in cne manner in some areas and in a dramatically dif-

ferent manner in other areas. Nor can it be adminietered auto—. |
- nomously with 1i$tievreference to the responsible agency of His

Majesty's Covernment., .Bxperience with the Village Development

program has proven this.

B, Thnt aotast goals be establlshed for the prograi. If
each rl_"age panchayat carrles out only one small scale deVe»
| 1opmen+ ect1v1ty durlng the first year of the program but |
carries Lt out under controlled condltlons, thls w111 be a

. major acnlevement

R Tha t it should be recognlsed that 1oca1 government,
L*ke all government, ls founded upon authorlty and that
authority and power throughout Nepal, 1nqofar as the ad-
’manetratron of clv111an affarrs is concerned, ils vested
in the‘Ministry of Home Affairs. 'Therefore any ministry
dealing with the establishment of local government must

have a special relationship with the Ministry of Home



Affairs. =Clear lines of au!h!rity and responsibility must

be established if future conflict is to be avoidedi Once
' local government is flrmly '1nst1tut10naliz9d.it may be
merged, for adnlnlstratlve purposes, into the Mlnlstry of

Home Affairs.

D. That a new Panchayat Ministry'(er MiniStry of Locel Go-
vvernment) should be created to embrace the tra}nlng and non-
technical functlons of the ex1st1ng Mlnlstrles of National
'Guldanee.and Development. Since the tradltlonal euthorlty |
- of the Panchayats was limited to the village and since its
functions were rather more limited in nature than those

" envisaged for the new 8ystem of local admlnlstratlon, I urge

hat the broader term 'Local Government! be used in place of

Panchayat when designating a national cabinet post.

E, .ibat the Panchayat Mlnlstry should have three departments

to handle Panchayat Admlnlstratlon, Local Leadership Tralnlng
and -Self-Help Development. It would appear logical to assign

. the existing Department of Local Self-Government the responsi=
- bility‘for Panchayat "Administration and to give the Department
of Village and District Development responsibility for the Self-
Help Development area. I also consider that the long range ob-

jectives of the national guidance program could be more effectively

" achicved if personnel attached to the two departments (of that

ministry) which are concerned with the class-organisations were
assigned responsibility for conducting a broad national program
for training local leaders in administrative and developmental

skills.

F.  That the Village Development program, in its present form,
"should'be terminated at an early dates All technical personnel

"‘ now aseigred to Vlllage Development should be transfered to the

approprlate technlcal ministries. Technical aspects of the Village



-4 -
Developmeht program should be assigned to the proper minis--
tries, If-such_pfograms are to continue, they must be sup-
ported ; controiléd,'and supérvised by the technical minis—

tries, not by local government personnel.

.G.  That, notwithstanding the Minister's expressed hope that
there will be but a single_developmentél progrsm at the dis-
trict ﬁnd village levels, working arrangements should be formu-
lized to insure coordination between 1ocal government authori-
ties and the technical ministires. A‘iegular coordination meet-
int of the Directors of all Departments of His Majesty's Govern-
ment could serve this purpose if each Ministry would delegate
the authority to its Department Directors to make binding deci-
sions relatingvto opefational matters, Agreements should also be
established setting forth the kind and amount of administrative
support to be given to the technical personnel of the ministries
by Local gpverhment authorities and the technical support to be

gi&en by field personnel to local government.

H, That the proposal to attach even one civil servant to eazh
Gram Panchayat Initially, should be carefully evaluated in light
of overall objectives., If Panchayaté are to create independent,

self-reliant, and self-governing communities, then they should
not be made dependent at any stege upon govergment appointed

' secretaries~cum-administrators. At this stage, single Village
Development Worker should be retrained to serve as the Local
Government Advisor to a mumber of Gram Panchayats. The
Minister of Development considers thgt, as financial and human
resources become available, personnel skilled in a nufber of
useful rural and developmental skills might undertaske a vari-
ty of +tasks at the local level. Records, statistics, revenues,
land registration and the village post office might be handled

by a single person in the employ of the Gram Panchayat. He also
believes that, in time, such persons could organize low level
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technical: programs in health and agriculture..

I. Thau the hope that local government can make the v111agers
totally self-supporting in time is not one which my experlence
1eadshme'to'belleve'is well founded. An-increase in taxes is of
-limited vaive if the tax base remains fixed and the overall'oro-
'duct1v1tv ‘of the community does not increase. In an agrarian
.:SOPlPty oroductlvlty will increase only when the fanmers are
ar-o“ied some 1ncent1ve to 1mprove the1r~crops. This brings us
F”bwck to the 1and tenure system. Land reform 1s the s;gg qua non
without whlch the bas1c structural changes 1n Nepall 8001ety,
which: are essentlal if progress 15 to made, cannot be carrled
out. Until these changes are madey, a- self-sufficient v1¥Lage

is 1ikeiy'to~cbntinus-to~be-a“subemarginal-village.

“de That the. temptation to impose a unlform program from the top
downvard should be res1sted-at all costs. If attltude change is
- to. come, 1ocal 1n1t1at1ve must be glven 1ts head in the selectlon
of self-help act1v1t1es. Thls does not mean that there can be no
demonstratlon or - pllot areas, but it does mean that the national
program must be based upon activities whlch satlsfy needs which
'the v111age peoP1e 1ndent1fy for themselves.‘ The voluritary co-
operatlon of flfty men 1n a communlty progect is more 81gn1flcant
for Nepal than the forced partlclpatlon of five hundered men in a

government 1mposed program.. B o ' 5

' K; Tnat the authority'of'the Gram Panchayats to handle judicial
and leglslatlve matters should be severly circumscribed- if they
- are to have any . chance of carrylng out effectlve developmental
programs, durlng thelr early years. leewise, thelr power to

tax should initially be llmlted to kind and 1abor. Only when



o2 -"gae

they have had training in the techniques of administration
and when proper procedures have been established should they

'be:permitted to collect cash.

L. That the central importance of identifying and training
voluntary local leaders must be recognised. A national train-
ing center for local government officials and selected voluntary
lay-leadersushould~be,established at.the.site of the Rural Insti-
- tute in the Rapti Valley. Training should be given in short
courses during those periods of the year when the farmers are
ehdefeeeeupied, i.e..between;ereps. Not only should such train-
ing include simple pancﬁayatllew, government organization‘and
villege adninistration but also a wide range of useful rural
skills such as rough planning and estimating, basic construction
and carpentry methods, timber and stone work, the mixing of con-
crete, bridge, culvert and road construction, etec. Peace Crops
volunteers mlght well be requested to serve as tralnlng staff in

such a natlonal 100al leadership institutes

Mo That i selectlng boluntary 1eaders for tralnlng, speclal emphasis
should be placed upon obtalning ex—servmcemen, espe01a11y those who have
served in Gurkha battalions in Indla and abroad. Many such persons have

acquired a wide range of developmental skills while in service. They
also have an understanding of the possibllitles of change, hence are
potentlally excellent 'change agents' for much of rural Nepal

N. That when technical personnel now. attached to the Village
Development staff (JTAs, SEOs, D!POS, Cooperative and School Inspectors,
etc.)'are~transferred‘to the appropriate technical ministries, and the
Village Development Workers are assigned as Local Government Advisors
to the Gram Panchayats, provision should be made. fer attaching the

Gram Sevikas and their Women's Tralnlng Institute to the Department of
LOCal Leadershlp Tralning. The Instltute might be used as permanent
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center for tralnlng Voluntary women 1eaders to carry on the program of
"women's’ affalrs which’ has been establlshed by “the Gram Sevikas over the past
five' yearSu The-Gram'Sev1kaSy<after:some-additlonal-tralnlng,'shouldvbe trans-
ferred tio the Field'T&aining'SOGtﬁon and assigned to select and train
,voluntary leade s .ab: the village.level. Peace Corps Volunteers mlght be

used to staff the Women's Instltuto and to re-traln the Gram Sevlkas.

0. Recognlzlng that the formal power structure in the rural areas of

Nepal is orientéd around “the Bata Hakim and, notw1thstqndlng the plan to
!Phase out! this office, that he is likely to continue to be the single most
.Influential clvilian official for some time to come, all local government
programg and development activities should be{plannod with his participation
and carrled out with his suppoft. The Bara Haklm should be named to head the
Dlstrlct Development Commlttees even though they mlght be urged to delogqto
thvlr authorlt to the Dlstrlct Development Offlcer. A funcdmcntal role in
establishiﬂg'ldcal’édministration is to work with and through the existing,
tradltlonal, power structure at the outset to the max1mum extent compatible

¥

w1th your long range obJectlves.

P. That d801slon-naklng authorltJ should be decentrallzad to the

lowest. local gOVernment body whlch has admlnlstratlve competence.'
Authorﬂty to approve vlllage actlvlty proposals should be vested in a
‘District Dovelopment Commlttee to be established in each of the’ ‘seventy-five
dévolopnental districts. ‘Although, as noted; the Bata Hakim should be
‘appointed Chairman of those Committees within his administrative district,
the District DeVelopment?foicer should where: possible; actually serve as

- presiding officer.. Membership in_thisioommitteo should,inolude’all senior
representatives of the various ministries who are serving. in the district.

senior police and military officials, as well as representatives



-8 - .‘”

of Healfh, Educaﬁioﬁ; Agriculture; and Pubiic WOrk§ shouid be iné;uded.
.Infself-helpkactivities the district representative of Public Works has a
major responsibility for assisting Panchayat by drafting and approving
ﬁ&fkabie plans‘for small-gcale sctivities. 5istrict Panchayat represen~

.

tatives will also servé on the Commiftee.

Qe That every ministry haviﬁg field staff and field programs should

be required toldelegate to their district representatives the authority

to make binding decisions on behalf of the ministry in matters relating

to the app£OVa1 of small scalé self-help type activities of a non-technical
nature.v In the construction of schooié; dispensaries, eté., distriet
representatives sh§uld-qply give apprgvalvifbthe proposed activity ié

consonant with the overall plans of the ministry concerned. .

R. That gs thé District Paﬁchayats are establishéd, a developmen£
committee from the Panchayat should bérinéiuded in the District Deve-
lopment Committee. At firgt their role should be to observe and ledrn
proQéduresraé non-voting members. ther, they(should Eé given full
~membership, In time, it may prove desirable to increase ﬂhe ;ebresén-
tation of the District Panchayat in the District Developmemt Committee
and, eventually, as local leaders show evidence of their administrative
competence, the two bodies may be merged. At this point the ministerial
rebresentatives would, perhaps, become non-voting technical advisors to

the semi-autonomous 1oca1:govefnment body. -

S. Although the bulk of developmental funds ought, properly to

come from district tax rebates and local revenues, it seems probable
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that addlt’onal iunds will be requlred from external souroes. Where;.
. ever foaslblo, 1oca11y collectod‘revemues should be used onlyyfor o
) developmental purposes and only 1n the areas where‘collccted., Those
funds,, .should not be ’pooled', used to coyer salary or. admlnlstratlve
costs of district personnel,.or allocated,to:other;dlstrrots. The,
national- hddget should provide funds for the field staff and adminls_
trative: organization oft the Hinistry of Local Government. .If additional
‘developmental funds are obtained from the national budget or other
Hourcecsy' they should be-used, where possible, on a matching 'rupee
~of ‘rupee! basis, to_augmentqlogal revenuess It is vitally important .
to.establish a direct casual -relationship .in the minds of the village

pdople. between revenues ralsed and bencfits received.

r“T;I Thqt SpOClal dovelopmontal funds to support self help ‘activitics
_ushould be tlghtlv controlled by actlvlty agreements between tho Dlstrlct
.Dovelopm nt ommlttee and the Gram Panchayats in order to insure that

- ’on il lage peoplo are .fully aware of the nature and extent of‘ the '

- ‘help afforded them both;by’the-D;strlct and from the:.special funds.

U;E Thaﬁ:im/alloeaﬁimgwsébsldyqfmmds:for égif;ﬁélp, effort should .
b6 ‘Tade tG inbure ‘that ‘the refiote ‘and isolated distriét receive funds,
not on a'per“osbita,baSié;'but”on a basis which will insure that,
regardless of the cost dlfferentlal in proouremont of commodltlcs, .
they w111 bo able to‘oarry on a program adequate to the neode of the
arca. Because dlstrlcts are remote a sparsely populated 1s no- . '

reason to dlsrccard them, 1ndeed, 1t is good reaSon to pay spec1a1

attention to their needs.fu

« 2 R PO . Ve T
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V. In self-help development trrough local government, the nced

to base the'activity program upon repognized néeds which thé community
itself _identifiés, has heen stressed. This is éssentiai if the voluntary
cooperatioﬁ and aétive'participation of the people is.fo be obtained., On
the o£ﬁef hénd, toﬁinSﬁre that national resources ére used rationally,
there ié an increaéing tendency to place reliance upén long range
de%eidpmental plans that are established by the National Planning

“Council from the top downwards. Central planning and local initiative

are not, however, to be regarded as being either mutually exclusive or

in conflict. In my view, self-help development must form a vital part

of any central plan. The role of the central planning agency is to deter-
mine what portion of the national resources will be used torencourage
local initiative and to establish the conditions under which financial
support will be given to local government»bodies. As activities under-
taken by local government should be limited élmést exclusive}y to’non;.
technical areas, as conflict shﬁuld arisé between thg goalé bf“the cantral

government ministries and the progress of the District Devolopment Committees.

W. That Yistrict Development Uommittées shoﬁld be guided in the consi-

derasion of village activity proposals, by criteria similar to these:
~liag y Pprop y

Approval and external support should not be given unless the actitity:
1. benefits a widc scgment of the population of the village.

2., has been assigned a . high priority by the villagers themselves
and will be cooperatively supported by them.

3. makes maximum use of local materials and voluntary labor

4, is sufficiontly non-technical in nature so thétvit can be
successfully completed by the people themselves.

5. is of such small scale that it dan be successfully executed
by the villagers themselves within ninety days.
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As noted earlier, no activities which will require ongoing
support from the national government should be approved without the
prior égreément of that miﬁistry through its designated representative,
X. That a major objecti&e of the overall program during the first
 three years should be to train and upgrade the quality of 1?ca1 leader-

" ship to the point where the salaried staff of the Ministry of Local
Government can be reduced to an absolute minimum, If local governmment
is to be truly local, control of it must rest in the hands of the
elected leaders at the village and district level, not in the hands
of pald advisors on the civil service rolls. 4 détermined effort
should also be nade to give in-service training to the existing
staff of Village Dovelopment Workers cum Local Government Advisor, with
a view to 'selecting out! approximately half of them and assisting them

"~ to find other ehploynent. If at the end of three years, there were
four well trained, effective, and highly motivated local Government
Advisors serving qnder a'qualified‘District Development Officer in each
of thevséventy-five districts, local government would have a much better
long-range chance for success than if there were several thousand under-
trained, uﬁ—motivated and under-occupied personnel in the field. It is
also well to note that the lower the salary costs are reduced, the higher
proportion of available revenues can be devoted to development.

Y. My final observation is that every effort should be made to insure

that the program remains flexible and free from bureaucratic procedures
which tend to defeat its basic purpose. Ivery possible adhantage should
be taken of local conditions, practices, and customs. Local initiative

shoull be cncourgged with a full knowledge that there will be errors
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both in judgenent and.in practice. . Error is,inherent in human éne

deavor. Through trial and error we learn. Only be experiencing
self-governmont can local leaders learn how to organize and control the
resources of the coémunity for the benefit of the people. On the one
hand, too high a level of expectation shoﬁld not be ostablished concerning
the administrative competence of the Gram Panchayats. Fundamental admi-
nistrative rosponsibility for development work should be fixed at the dis-
trict level for the present. On the other hand, it would be both unrca-
listic and umwsiss to form too low an opinion of the political skills pos-
sessed by village leadors. Becausc the Gram Panchayats are, initially,
being elected by 5 'show of hands! vote, it seems very 1ike1y that the
elections will servs primarily to re-affirm the existing, trgditional,
power struecturc within the village. This, howeger, should not be regard-
ed as being ishorently a boad thing. After all, effective local adminis-

tration must be bascd upon de facto power as well as de jure authority.

Therefore, thu suvpert and participation of the recognised leadership

. in the villagoe is essential. It must be remembered that these indi-

. viduals have bocome and have remained leaders because they possess
control over local resources, because they have magiecal orhreligious
authority; because .of kinship ties; or simply because, in many cases, they
are shrewd, intelligent or energetic human beings skilled in dealing with
people. Whatever the reasons, be.they.'democratic' or 'authoritatian',
they arc,; for the present, the acknowledged -leaders. If local govern-
ment is to evolve through using the strength of traditional society
rather than by crus: hing it, their participation is required. This is

where you nust begin in Nepal
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'”The'aptaal*procédureévfor‘giVing“operationalvsubstance to the deve~
‘lopuental prograii to be undertaken by the Gram Panchayats will, of nocessity,
have to be-worked out under field conditions over a period of months or even
"yea}éi' There ara, howeger, certain guidelines which could correctly be es=-
tablished at the cutsct. Taking into account the objective established by

His*Majééﬁy's;COVernment and’ the logistical, communication,‘and transport

difficultics encountered-in Nepal, I'WOuld urge that control over, and sup-
port for the program be decentralized to the maximum extent compatible with

competent administration and the achievement of its goals. .

Based upon my observations, I would suggest that self=help devélopment

.could be carried Qut»through‘the Gram ranchayats:along the fbliowing'lines:

1. Aftér assossing the neéds of the village), the Gram Panchayat,
with the advice of the assigned Local Governient Advisor; should prepare
‘& Village Activity Proposal for sach activity which it would like to un-—
'dértake;'indiédting the priority of each (see sample draft of form attach~
éd). This Proposal should indicate the nature, scale, purpose, location
" and éstimhtea-COSt of the activity and should show the amount of time
‘ﬁhiéh'wili be required for completion. It must also show the nature and
amount of the contributions to be made by the village and to be requested
from the District Dévelopment Committed. Sstimates should show the actual
“goods, materialé;fahd'servicés t0 be provided, not just the amount of money
" required. Local labor and materials must costed out on.the basis of pre-

vailing local prices. Where local development projects require no ex-
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ternal cupport, the Gram Panchayat should have authority to approve
cacbivities which meet the criteria outlined earlier without referring the
proposal to the District Development Committee. In such cases they should,
however, send copies of their proposal to the District for forwarding to
" the Ministry.

2. All Vililage Activity Proposals which request external assistance
should be forwarded by the Local Government Advisor to the District
Development Officer, together with plans, maps and estimates show--

ing the details of each activity. .

3. When proposals have been received from the Gram Panchayats of the
I’District, éhe Developﬁent Offiéer should conveneca meeting of the
Devélopment Cbmﬁittee to consider each propbsal'in the light both of the
criteria set forth for approval and the resources available for support of
development works. Generally speaking, it is preferable to agpprove a
greater number of smaller activities than to concentrate availasble re-
sources on a few large activities, since on objective of the program is
to involve the maximum numbers of rural people in self-help throughout
the videst possible area of the nation. Perhaps a 'ceiling' of Rs.1,0C0
“or possibly, Rs.2,000 should be imposed upon support for any single
activity,

4. When a number of suitable activities have been identified, the
Committee should consolidate them.into a District Development Project
. (see sample draft attached). This Projecf would constitute an agree-

mert bewrow. the Cormittee and the individual Gram Panchayats concerncd
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to undertake spe01flc act1v1t1es along approved llnes. Representatives

-3 e

of thu technlcal mlnlstrles should 1nsure that approved act1v1t1es neet
thetbas1c standards of thelr mlnlstry before being incorporated into

the Progect It is suggested that each such Project should 1nclude

all the act1v1t1es to be undertaken w1th1n the district durlng a work-
1ng pclrod of approx1mate1y three months. Sonce thlé is about the time
avallable between the plantlng and harvestlng of crops, a 51ngle Progect
may well constltute the annual program for many dlstrlcts.

5. A dlstrlct Development Progect may 1nc1ude any number of small—
_scale self-help actlv1tles, but the total value of the external support
to be prov1ded under oone prOJect should not exceed, say, Rs 20 OOO. Un-
less some such llmlt lS 1mposed, proaects w111 become ‘too 1arge and aif-
.flcult to admlnlster on a decentrallzed bas1s. Just as approval of acti-~
.v1t1es requlrlng tcchnlcal a551stance can only be glven 1f the technlcal
sklllS are avallable in the dlstrlct, S0 the qllocatlon of funds and ma-
terlals can only be made agalnst credlts and stocks actuallz avallable
__LMJWW__MW

6o Funds avallable to the Dlstrlct Development ommlttee from local
revenuce and from the spec1al developmental budget should not be co-
.mlngled but should be malntalned in separate accounts opened in the
name of the Commlttee at the nearest Treasury Offlce or banklng ins~
titution. Approval for expendlture of funds form the developmental
budget mis t only be glven after the funds are actually aVallable,

since advancc approval agalst funds not yet received leads to dlSlllu-

sionment, frustratlon, and resentment on the part of v111age 1eaders

and people. It also makes a scapegoat of the national government



-4 -

‘and defeats a naJor purpose of the program. lf dlstrlct Offlclals
are to be glven authorlty, they must also assume responsiblllty.
.7. In every case wherc it 1s economlcally fea31ble, support for i
;llLJ&C‘uCtAVLule should be in klnd, not in cash. The ba81c comnodi—
ties requlred for simple publlc ‘works type activities include cement
rooflng, hand tools, nalls, bolts and smple hardware flttlngs. The
Department of Solf—help Development should undertake central procurement
of these 1tems for allocatlon by the Dlstrlct Development Commlttees in
.eupport of approved progect actlvltles. When so allocated the cost of
commodltles should show as a part of the Dlstrlct's contribution to the
‘ act1v1tv and should be charged on the accounts of the Department agalnst
the funds ob11n1ted for development in that dlstrlct.
8e To suvtaln a natlonal orogram of smwll scale activities on a 16ng
term basis w1th the minimum expendlture of funds, 1t is essent1a1 to
“establls secure storage space and adequate property management reoords
'hbefore any procurement is undertaken. Zonal warehousea should be estab-
lished‘at central locatione for'the etockplllng of bas1c cohstTiiction
commoditie s which could then be iesued on'demand of the District Deve-
lopment OPficer‘for the eupport of approved activities. Well triined
warehousc and property management personnel attached to the Depaetment
of Sclf—help Development should bc charged w1th the responsmblllty for
each such wareshouse. - |
.9. Project accountlng and record keeplng must be kept to a minimum
and must be simple. The Vlllage Act1v1ty Proposal form and the District
DGVclopmcnt Proq ct(whlch 1ncorporates all approved act1v1t1es) should

provide the basic information requlred to determlne the nature of ex-
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- pénditures madc.- On~site examination.should show whether or not

theta%tivitvais-completeda The District Development. Officer should

submit’a regular status report showing completed activities:and giving

- estimated. completion dates for those:which are uncompleteds. Disprict .

approval: for new activities ih any: single village should be withheld.
|

cuntil all previously approved: activities have been successfully ex-

ecuted.” Likewise, no funds should be made: available by the national -
governmnent to the district:for new prujects until there is.evidence -

of sctual achievement under the prujects already funded.

.30+ ‘When all the activities approved under a given District Develop-

ably

this

ment Project have been completed (or terminated for special feasons).‘
The District Development Officer should prepare, for appfoval by the
Cormittee, = Completion of Project Report, indicating very simply
what haé heen accomplished, the time elapsed, the funds expended,

and any snecial circumstances which affected the execution of the
approﬁod activities.

This, in cssence, 1s one approach to the problem of establishing

‘procedurss for the conduct of self-help development in Nepal along reason~

orderly linese. Tjat it is only broad outline and that it can only be

considered as a tentative approach to be modified to meet the unique con-

ditions of Nepal, is, I believe, self evident.

In conclusion I would once again reaffirm by conviction that, at the

loeal level, the Panchayat system bas the potential to make a major con-

tribution to the social and cconomic growth of Nepal at the place where

is vital, the village. At the same time, by broadening the basis

for participation in the processes of government, it can create the con-
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ditions fo political stability which are essential for national develop~
ment. By creating the institutional foundation, the 'infrastructure!,
£or a participant society in which the ninetyseven precent of the people
who are nows inarticulate are given the means of cxpressing their will, of
enga,gingi in meaningful developmental activities, and of taking part in
making those decisions which most directly affect their own communities,
the Village and District Panchayats can do much to alter the attitudes
of the rural people toward both their government and their environment.
Clearly, it is of the greatest significance that His Majesty's

Government has attached the high priority which it has to this program.
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e SAMPLE DRAFT
MINISTRY OF LOCAL GOVERNMENT T ".
DEPARTMENT OF SELF-HELP
VILLAGE ACTIVITY PROPOSALS

VILLAGE: ' ‘ TYPE OF PROJECT:

DISTRICT: 5 DECRIPTION:

EST. TIMI RLQUIRED:

PRUPOSE OF PROJECT s |

SOURCES OF LaND, LABOR, MATERIALS, TOOLS, iQUIPMENT, AND SPRCIAL SKILLS:

CONTRIBUTION OF VILLAGE REQUESTED FROM DISTRICT DEV. COMM.

1. 1.

2. 2

3. | 3.

4. 4.

5. 5.

6. . 6.

TOTAL TOTAL

OVERALL TOTAL: PERCENTARE OF TOTAL CONTRIBUTED BY VILLAGE:

TECHNICAL ASSISTANCE REWUIRED:

"BSTIMATEZS PREFARED BY

DATE: APPROVED:
’ Pradhan Panch
DATE: FORWARDED :
Local Govt. Advisor
DATE: RECEIVED:
District Development Officer

PROJECT NUMBLR OF PRIORITY

NOTE: ATTACH.D PLANS, MAPS, AND DETATL.D ESTIMATES FROM A PART OF THIS
ACTIVITY PHROPOSAL.



MINISTRY OF LOGAL GOVERNMZNT “
DEPARTHENT OF SuLF-HELP . |

DISTRICT DEVELOPMENT PROJECT

DISTRICT: DATE:

PROJECT NO: | _ EST. DATE OF COMPLETION:
The District Development Committee of District here—

- by enters inte agrecment with the below listed Gram Panchayats for the purposeé
of executing the village self-help activities shown; as detailed in the attach-
ed Village Activity Proposals. Agreement is hereby given to provide materials
and technical assistance from District and Sepcial Doevelopment funds in confor-
mity with the attached estimates. The appended Village Activity Pronosals, to-
gether with individual plans, maps and estimates, form a part of this agreement.
The Gram Panchayats of the respective villages will be responsible to insure
that the contritutlion of the population is made in accordance with this agree-
ment and for the purposes approved. The signature of the representative of the
technical ministry concerned shall affirm the availability of technical services
requested and the approval of the ministry for the project. Each Gram Panchayat
shall be responsible for submitting, every ninety days until completion, a status
of project roport regarding each activity and a final notices of completion.

APPROVED DEVELOPMENT ACTITITIES

No. Village Actitity Contribution of Total Cost Completion Remarks

Village District Date
1.
2.
3.
4.
5.
Approved: : :
Dist. #ducation Inspector Dist. Agricultural Advisor
Diste Public Works Oversecr Dist. Cooperative Inspector
Dist. Health Inspector Dist. Dev. Officer Chairman
Approved this . day of s 1962

NOTE: Copies of this document will be forwarded to the Zonal Officer and to
the Dept, of Sclf-Help Development, Ministry of Local Goyernment?
Copies of the attached Activity Proposals, as approved will be dis-
tributed to each village concerned.



THE COOPERATIVE AND AGRICULTURAL CREDIT PROGRAMS IN NEPAL
AID THEIR ROLE IN ECONO4IC DEVSLOP.ENT

By
Russell B, Gregg :
Agncultural Credit and Cooperative idvisor

USAID/Nepal : August 1964
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.. Barpose of Repord .

Thlsmportwas prepared as a result of my temporary assignment in Nepal
£rom arch 30 to August 7, 1964 to advise "iG/Nepal through USsDD/epal in
the.planning of & mare. effective p::‘og:ram.;i_r'ﬁ._cislv'iag,_ the use of Cooperatives
and igricultural Credit in the Development of igriculture. The excellent.
cooperation and aseistance which I received from all persons contacted during
Wy assignment was gratifying.
3-‘.3&.15%2993@

Vepal has had a cooperative program since 1956 when an executive order
by G _iegalized_ the process- ef registra_.tion for cooﬁera@ive_' societies, The
. Department of Cocperatives was established at fhe ‘sanme- time to provide .
assistance to the Cooperative Movement concerning. régistrs._tion,-. education,

auwditing, and management of the societies. I;ega,_l status was given to -

organized cooperative societies by the enactment. qf*_‘ cocperative societies .
Act of 1959 and a year later in 1960 the rules under the Act were designed
; andy?romulga?g@, , ‘>
_— QS;X]I)/Nép&l first participated 1n the Cooperative .iovement in 1960 ..
when, at the request o;;ﬁgn/m, approximately $145,000 was obligated in the

Village Development Project igreement to support mestly the administrative

T Bl e,

3udget of the Department of Cooperatives, During FY 1%1-62 the Indjan Aid
iiission was also supporting Cooperative Development through the Village
Development Program, This assistance, however did not duplicate USAID/N

assistance as each operated along geographical lines,



(hlts.idé of a conparatively\smll amount for the procurement of .comnod i~
“$185 VSLID/H contribition to the césabefaf_ive" Program has béen through the
Yise” &f 'U.S, owned P.L. 486""&&&5&» Rupees. ~ Since 1959 USAID/N' has provided
he equlvalent of ‘Rs. 3,439, 391 23 in Nepalese Gurmncy ‘to "HiG/N towards’
supportlna the Sobperative Acvement . R ‘

--Prev:Lous technical assistance by USAID/N has been limited to three
short temporary duty periods of not over 90 days éach of three .gricultural
Cooperative Credit Advisors. .ir. G, Leonard Dalsted completed his assign-
#ient 1R June 1963, .ir; Roscoe Roberts assignment was cut sh'oré by his un-
‘timely death in’ October 1964, amd Ur, Ralph'B, Johhson completed his assign-
ment-ii March of 1964.° All threé left evidonces’ of their valuable assistance
46° BEG/N cenéérning policy matters and methods of erganization for a hational
agrienltural credit pregram, = It-is unfortuna;be, however, that mich needsd
céﬁtiﬁual a'ss‘is"tance of such advisors was not prov1ded |

7 . During 1963 a "Cooperative Development Loan' Fund" was established withiu
; opere L 2l

i i s AR AR5

the Department of 7 op°rat1ves operating on a f"j}[}}}& Paisif. All previous
loghs mide o’ sodieties, when repaid; would be deposited to this fund as weuld
all future allocations of ‘money intended for loa‘ni_hg purposes. "Thi's fupd
will be ‘transferred to the recently organized Coopsrative 3ank which is now
responsible and hdas jurisdiction over all government sponsored cooperative
financing. S | N

- .Thé progressive growth in numbers of 600perétive societies by yéé.x"s is

shown as follows:

Years No. organized - - Years No. organized
1957 17 1961 208
1958 36 1962 203

t
1959 2 1963 289

1960 | 115 1 1964 190



ke o iay 195¢ Ve, yore 1680 1galdy smaistorsd cooparativo soslstitos
- in existenco: consisting of the following typss; -
rmltipuf%:; BCET
. Oredit ‘: i _22i g
Cobpera,tive Unions - 12
-Consymer . . . . .. 24
_.:_.:.g.§;;age JIndustries .; . 35
i1k preducers - .. . . S
At prasont 1t is ostimabed that a majority of bhe miltipurpose coopera
" tives function mainly as credit coopcratives which are usually of the small |
_willage Production.Credit Type. . They do:not have the provision for acgepting
saving deposits from the members, The mcggnjsti_ot}} 5nFY l%lthat the Co-
operative Societies would be orgarized faster than t;eg_.:j_.;}edg_{pversonnel and loan
capital. could- be:provided resulted in a policy of establishing des:Lgnated
areas where cooperative act,iv/.itie.s. would -continue to be intensive andother
areas where tho activities wonld be less. intensivy or arrested. altogothor.
;This. type. of geographical emphasis wag intended .to prevent furthort'scatteration"
-of . society formation:and. goggqlida:tg. available resources for more effective
258y R S R R ; T
ST ‘1964 marked tho implementation of the "Lard Reorganization ict¥

s A

-enacted into lay. in 19632

nd. wag designed. to.give an organized approagh. =

%o area developmont:on aGram Panchayat basis. . 3udhabare Gram Panchayat in
the Jhapa District was the firgt area,selected for testing _.phe»i-ngﬁi.,apppggch
and to determine weaknesses in its adninietration with the view of making

necossary correction when subscguent gram panchayats were implemented,



A La.nd Beorga.njzat:.on Departmunt was esta.“olished in the - ﬁm.s'bry of
Agnculture, Forcst and Land Reforms to plan and cooxdina.to thc actn.v;Lties

conneeted: uith the 1mplcmenta.t10n of the Land Reorga.mzation Act

The steps pla.nned in mltla,ting the Land: R..organiza.tlon Program in cach

Gram Panqhayat are as follows: /
Step 1. Performing a cadastral survey including the identification of
tenants and landlords; compiling data concerning history of |
teﬁants as well as:_‘pertine_n-t economic information, . g
Step 2. Issuance of permanent Tenure Cortificates and establishmcgt of
* speeial courts fo arvitrate concerning boundai'y; ‘titlé'arid other
Ilamr aisput.'e‘s.' o | : R ) T st
S__t_gl_g Organization of a mulﬁipurpgse cooperative socicty mostly for the
: purpose of admiriisﬁéring a supervised cx"edit program'ﬁo members: #
" “on’the basis of a farm pla.h. | |
Step 4. :faking loan funds available to the Cooperitive Sociocty By the -
: Cooperative Bank for the purpose of mloaning to its members to
‘finance family 1iving and farm operdting expenses.
' The” Copporative Bank ict of the Nepal was passed and became effertive
 during the' last half of 1963. Ths First board of Dircotors 'me‘at'ihg?‘waé hold
in September 1963 composed of the Secretary of the ifinistry of Panchayat,
Dircctor of Departmont of Land Rovenue, Director of Agriculture, Registrar of
Cosporatives, Director of igricultural Reorganization Départment, Ropreseita-
“$ive from the Nepal Rastra 3ank, Advisor from the Ford Foundation Office ‘and

‘bhdé-General ifanager of the Cooperative 3ank.



iy objactives: of the- Coodporativg, 3ank aro, conta.lned ip tho.pre amblc

of ‘tho Bank dct asg follows: Mto-finamce tho .reorganization of. agriculture

and ‘to provide credit facilitics to the.various small sgpg,..'_l.é'_. production,

makerting and ‘other societiss organized on Cooperativeo, Rxxi,‘nqi,plqs_,.“. e

+' v'The:following is ‘a ‘summary of the prosent capitalization of the ., -

‘Gooperative Bank, ... ! SO

“1." Total Gapital made available to the 3ank .

i N/C Rs. 1,200,000 ' HAG/N contribution

1,600,000 USAID/N contribution . . .

' ..44,000 Shares purchasod by 548 socictios

2, 844, 000

2.. _DiSQogit;'on of availablg capifc,al, N

(a)
)
(e)

@,

(c)

)
... Resettlemont Scheme S 300, 000

(g)

Rice .and paddy purchase and copsumer stores N/G Rs. 1,450,000
Godown comstruction . . 100, 000
Nawalpur Resettlgment Scheme = - 100, 000

HiG/N Development Loan certificate . - 10,000

Toans to Socictics for purchase of soed 15, 000

Obligated as additional loan to Nawalpur

Loan to a Cooporative for procurement of

sugar for resale 60, 000

o it A TR S 2 SIS DTS AL S U Rt S
The approximite uninvested capital in the 3ank at present is

M
2, 035, 000

N/C Rs,-809,000. Tho Cooperative Development Loan Fund, as previemsly

mentioned and administered by the Cooperative Department, now consists of
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m e ‘.

N/b“ﬁﬁ”“aé;ié’isl'SG ‘This amount vas dividd up among sevoral-District
Pa.nchayat Dcvelopment officers who, in turn, portionod it out to the Co- -
Opc'rat'i\rd §odictics within their respective districts, There has been no.
contral décéunting of ‘thess funds amd the district offices have boen col~
lecting and réloaning the money until now it fs difficult to obtain specific
information as to the status of this fund. The Cvoopemtive Dopartmsent has
dispatched qﬁestionna_a.imS-to the-district Panchayat.Development offices in
an attempt to obtain 2 contral accounting and the -subsequent c-ollaction of
the fund. The amounts collected are to 'be deposited to the account of tho
Cooperative Bank to be furthar used as loan funds. and administorod according
to the policy and rules of the Bank, | o

The Departmpnt of Gocpcratives has' bee"l conducting a tmmmg program
for its persm'mul through a Cooperativu Tmlnlng Institute now locatcd in
;-Kathmarrlu. The tminlng course is given to an’ a.vurage of 30 stidents each
f éix"months and upon complction of tho course are’ éx&pioy’ed"a;s coope ra.ti?e
" sub-Inspoctors and are asts‘ighé.d‘t'p a rural aroa under the supervision of
' 4 Cooperative Inspector.

The general ho';,aihgs‘ of su'ﬁj'ect”s taught are theory a.nd hi‘s.iﬁory of
Cooévratlon, Coopera.tlve law, Banking, Book keepmg and account:.ng and

COOpuI'ilthG audit, ;md Rural T‘conomlcs. '
The Institute is at prescnt located in thc same bulldmg with the

PanChAY-»t Dovelopment Depa.rtmunt undor cmmpod condltions. .
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PROGRAG AMATYSES AND SULLARY

“:Y‘doo_oere"cive A

B Those persons mvolved in the early organiza*:lon of the Gooperative
dovenent in Nepal are to be congratulated for a dw.fficult task accomplished
To get a nation-wide Cooperative Program functiomng under cotﬂitions of
10;1 ievels of education, poor cormnunica,tions and a feudalistic system of
agricultural organiza.tion oould be demoralizing to ell but the most

"concientious end devo’oed advoca.tes of the cooperative method of developnment,

dhen a close look a.t the present cooperative progran is made it

o 'becomes apparent that due o cha.nging needs a.nd circumsta.nces, some of

”"\the met‘iods and pOllCleS employed durmg the ea.rly steges of organization |
do not have the same merit now. Some of the methods a.nd policies, which
ha.ve been employed and which J_f coatinued will present mcreasing diffi-
' ;culties in obta:ming the rea.l ’oasm ob;ectives of the development programs

are described as f A1lows:

1, Qver expansion

| .. The rate of OI‘ganl.ZJ.I’l.g»neW cooperative societies over the

'b past 3 years has been fa.ster tha.n the necessary follow-up

'supernsion and assmtence by trained per sonnel could be provided.
At present with 1060 registered cooperat"'e sooieties there are only

75 sub-InSpectors Under these CII’CLImSt\. nces each sub-inSpector,
o TS a.vemge, will be reSponSJ.ble for the superviszon of 14

o ’:.cooperai;lve SOCle‘tleS 1lso many of these sub-1n3pectors have been

hurriedly trained whnr'ln reduce“ ”ﬂe nunber of cooperatives which



h “assmtance to exlstz.ng cooperative societies.

',Jsta.ollshment of a cg__gera.tlve fedem’olon :

they can effective]_.y ,assj.st.- Since ‘the_. cooperativé movement now

‘has falrly wide coverage it would seem appropriaté, a.t thJ.s time

to deempha.swe expa.nsion and emphas:.ze additlonal tralmng and

The I‘epartment of Cooperatlves should be actmg mostly in on

‘adv1sory cap;clty to the Coopera.tlve Jdovement. In ozder to do th:Ls

1t should ha.ve a Na.tlona.l COOpera.tlve ederatlon to work through

)y not ha.vmg such a federat:.on to work througl’b the Coo;:emtive

e

Departmen+ fl“dS 1‘bself domg the work f or the coopera’olves instead

of advmlng them and tra.lnmg them to eventua.lly handle thelr own

nwtlona.l mdmmstmtlve duties

A COOpGI‘l’the feder,tlon would be rGSpon31ble J.mong other }

dutles for m11nt .1n1ng central system of sta.tlatics concsrnmg

tho ”Cthl't'ﬂe of md a.ssmt;mce to 111 (oop mtlve sacleties

FPor on exm-ole the cooperative Developm°nt Loxn rund cons:.-stlng'
of ?s. .)5 19 451, 50 whlch the Department of COOper;tlves has been
o,dmln_-s ervng wrbhout a centr*l system of ;mccountmg, should hwe
been :xdmlnlstered by 3 uoopemtlve Feder“tlon under the advise and
gald_unce of the Cooperltlve Deplrtment and whlch would have

prcmded a centml accountlng system.

. Purnosw for whlch cooner*tlve soc:Letlcs are orgmlzed

Out of 1060 coopemtlve soc:.etles now organ:.zed 221 are strictly

of the credlt uype md 2 maj onty of the 745 multlpurpose ones

'opemte prlmu_lv as nrodlt coopemtlves. There are no provisions
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1t prosent whereby thesé credit docistios cin receive saving
deposits -fr‘og‘x;xi"metﬁbesfs;:-a;sxs an-arei Bégins to inerease its pro-
ducticd it con be envisioried thit it will be transférmed from an
:"1réif"’ne'ed5'i.ng loans to oné that will have -available savings which
" can.be-invisted in other Técations, 4 .thrift and credit socicty
.‘:iszr:thé._,s'impl:e-s"c mothod of providing the facilities to its members
t for'the purpose .of saving accumui.lted income.
21 % -Therg are indicu‘tions that many of the societics were orginized
»for-the principal purpose of obtaining 3 loan from the Cooperative
Development ‘Fund without taking into careful considerition how thej
‘would usc the loan funmds productively. (ften members of a commnity
‘shortsightedly hirbor the idea that the saving of interest is their
basig =§rob1em and need when in f£act their problem in most cases
"is low production or lack of marketing ficilities, -

- -In order for the Lind Reorganizition Program to be successful
in increxsing producticn din aetive areas the purposes for organizing
+the respective cooperatives must be based upon the nauil needs of
~inerecising production por unit area, Along with j;ncreﬁ.sediproduc-
tion camos the generation of locil capit:l sé 'bﬁly needed for
‘continucd development,: . =

| ‘The. Cooperative Training Institute)” considering aviilible
facilities ind condition under thch it has to operate, has been
doing a respectible job of providing ‘coopemti’vé educ>tion and

training, There is no library as cuch and too few text books
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’
“dyéiléble which hdvé]to be passed. around for the students to read,
“Phee 18 also o definite need for the institute to have a location
of 'its owﬁiwhereby'there wéuld be adequate facilities for classrooms,
liﬁrafy apdi-ldving quarters., Under the.ﬁresent conditions each
student must f£ind his own living quarters which results in their
5eing séat%ered all over the city. This condition contributes
to high living costs and is not condudive to good study habits.
‘There is a possibility that the institute could be combined with
" the Panchayat trainihg-Centér at Rampur whercby instructors could
be shared and a much‘ere'practicll course given, Traininé in
the future is going to .be of primiry importance and theore will be
a necd to provide training for the staff of the Cooperative Bank
as well as officers of localhcooperltivo‘societios.
A librery of modern' practical books and other printed material
© pertaining to subjects boing taught must be estiblished if the

instriction is to be effective,

Cooperative 3ank -

< 7o The 3ank Having been in actual operation for little less than a year
has “been -mostly engrossed in ofganizational details and has not, as of nbw,
established 2 dofinite policy concerning its future loaning operations,

Its rules and regulations have been drafted but hive not as yet clearod

the legal 2spartument in order that they can be accepted and approved,

?
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Dcm‘xﬁds on the 3ank to release funds for a v.rioty of purposcs ire
incroasing which neccss.;l.tité:s' the fofmul;{;ion- of some spccific policics

in ordor that a conaistant ldiﬁingvprogmm caﬁ be ﬁa,int;ined. Sono basie

principles on which lean policy detorminition should bo b:.s*od’..we listed

as follows: | |

R The banik must mintain control of iﬁs lown funds all tho way to

tho rocipiont and bick through tho conooﬁior; procedure,
'2; éhc Bank must not considor 1t has an‘obligition to make loans
availible for any pﬁxp;su until thosc roquestlng loans hivo

'thoroughly justlflod such roquests wlth Poasible plans and

analyses consistant with sound development objcectives,

"3, Tho procedurcs for supervision mist bo clearly ostablished for
“loans to individucl farmers for production puzpdses. Such loans
'shbuld be based on a sound fxrm plwn prOperd or Apprvvod by a
'represont;tlve of the 3ank,

4, FElegibility roquircmesnts for loans mist bo the same for all similar
- applicants and shbuld be printod and mdo availablo to all Coop~
" erative societies, | |
‘5. The charactor -of the National Agricultural Dcvelopmént Program and
the availability of ]:oa.n capital should bo tho basis for limiting
the purposcs for which loan funds cin be borrowed. |
6., Intorest rates for cach type of loan administerod should be based
on the estimated percentage of loseos“expécted, costs of administering
the loan and tho rate of interost which he Sank éays for the capital

it leans.
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T leLe ‘Bank shoild. roguire: lean ‘applicants to plodge all rocasonable
1lJ.ble holdings as socurlty for the loan up to the value of -
-tho Approvod loan. '

Land Roorginization

The oroer of cvents in initiiting tho Land Roorganization Program in
each Cran Papchayat as mentioned proviously his rnot proved out to be as
effu ivg -28. originally hoped. .In onder to provide more continuity of
effart and to better identify tho basic needs of the arca in question, so
ﬂu‘r tho right kind .and intonsify of assistance can be provided, the

followmg ‘changes’ are rocommurxied..

Step 1. Porforming a cadastral survey including the identificition of
" “tenants and landlomds, compiling datd concerning tho farming
o “history of tenants as well as portinent cconomic informition,
Step _2_ ‘Estdblishmont of speeial courts to arbitrate concorning boumdary,
title, and othcer disputes,
Step 3, An economic and agricultural analysis of tho aroa be conducted by
| a compchent team made up of at lcast one agriculturil economist, one
agronomy specialist, ‘one soil specialist, amd onc extonsion specialist.
‘The purposd of this anilysis would be to identify the basic probloms
" and nocds of the arca and make ostim:bions concorning the production
potentiils and formilate proposals as to how theso pot ntials can be
foeasibly atbained. o

Step 4. Issuance:of perminent tenure certificates.
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Stop 5. U6ld gonoral mootings with rosidents of tho area to inform thom of
the findings-ard ,rccom'mcndations_ of tho toam who mude tho economic
: _;md dgricultuml o.naly‘sés.f .Ass;is‘h:incé will bo prwixiod a.£ this time
to the residents in organizmg into a coopemtiv\a for the purpose
'of using solf holp moasurcs to obtain incrcased prnductlon of tho
"ar6a snd othor basic noeds basod upon tho mcommonda.tion of tha
Stop -6, Miking loan sorvices available to the _coopcmtivé vac.,cief;y by thej_
Cooperative 3ank if. such requesté arc for spoeific sound dovelopment

purposus consistant with the analysos report on the area,

CONCLUS ION

- Probably the grextost oakness in the systea of Agriculture organization
‘and dovelopment in Nepal is the lack of coordimation between tho various
d__epa.rtmenté. and organizations involved in the development program,

In the immlemcntition ij_u’*,‘_’,ulm agrlcultuml development projocts it would

secm necessary to esmbllsh a coordination comnltt.«,e at the Watiomal level,

This committee should be s‘mll and composed of competent persons with
a.dequ te authorﬁv to guide the implemontation of the project,.

A detnl d plan of operation for each projoct area should be devoloped
cloarly explaining the step by step approich and how each department will
particip;te( This weuld especially _include Panchuyat members as well as
representitives fronm the'Depirtmént of Agriculturc, Departuent of Land Re-~

organization, Departsent of Cooperatives and the Cooperative 3ank,
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T is a well k.nown fact t}mt. a feuda.listic artem of -agriculture orga.ni-
v'zatmn, stﬂ.l fourd :ln many areas of Nepal aepends for ite existence upon
*~"keép1n’g~the*mass of peasan_t -farmers uned‘ucatod_ and contlnuously in debt.

©7 At the Sa_,riie*ti_:me'oné”of sticky problems o'onfronting gepai is how to
generste Local capital with which to finance a continued development
program: - | |

Dcononic data supports the reality that Nepal has two important available

rosourcés, -One is a large labor force amd the other is a gocd agr:.cultural
preduction potential. Tt then only seems logical that the principal means

of local capital generation and the curtailment of feudalistic practices,

would be to employ this labor force, supported by appropriate Lamd Reorganiza-

tion actlvitles, effect:we extension ass:.atance, cooperative orga.xuza.tion and

guldnd credlt to Speciflca.lly increase the usually low agricultural produc.-
$ion per un:x.t area. o ”

3ecause easy loans ha.ve such a great appeal to the usua.lly la.rge lower
income category of a rural populatloo a credit organizatlon such as the Co-
operatlve B3ank murzk constantly be on guar against possible polltlcal influence
des:.gned to create condltlons wheraby the Bank mll be pmssured into advancing
loans for purposes wh:.ch are not productlve or are not spec:lflcally in lme
with sound progra.fn objectlves. | | |

There is need for the steady assmtance bof agriculture coopcmtive and
credit advisors to work with the (‘ooperatlve Bank and the Department of Co-
pera.tlves as they formlate pollcy and operatlng procedures for thelr part.

in Agrlcul’fural Development



15~ “i

The %pproach to agricultural develepment through the use of cooperatives
and guided credit, which %iG/N is adopting, will pay big dividerds in the
future increased rate of developmont. Such an approach implemented with
a cerﬁain amount of cautiﬁn and based on sound principles, some of which
are mentioned in this report, is worthy of continued USAID/N bupport both

"technical and financial.
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INTRODTICTION

The writer served’for approximatelv 90 days in Nepal‘on detail.from the
Farmers Fome ldmlnlstratlon, U.S. Department of Agrlculture. My assignment
was tc flll the gap 1eft by the sad death of Mr. Roscoe Roberts, the former
'Agrlcultural Credlt and Cooperatlves Advisor, USAID/Nepal.

Mr. Roberts had been involved in the planning stages of implementlng
HMG/N's égrlcn;tnral Reorganlzatlon Act of 1965 commonly referred to as the ]
land reform measure.l This implementatlon, in one of Nepal's 75 development
dlstrlcts, was just underway upon my arrlval on post., All of the prob]ems,
detalls, personnel tralnlng and other factors inherent upon such an under-—
taklng vere at a critical point and further absence of active USAID parti-
cipation could have proved harmfui to USAID's position in this activity.

Anovt 1/3 of my time was spent in the pilot district of Jhapa and the
rest in Kathmandu attending dlscuss1ons, des1gn1ng necessary forms and
outlining procedure. -

Apprec1atlon is extended to Dr, Quentin Iandsey, Economie Adv1sor to
HMG/N from the Ford Foundatlon, for hlS assistance in orientlng ne to the
51tuatlon and problems at hand. The report written by Mr. G. Ieonard

Dalsted ir June 1963 after his 8 weeks TDY a551gnment to USAID/Nepal has

been very nelpful and many of hls suggestlons have been followed.

BACKGROUND INFORMATION

ﬁdAIQ/Nepal has conducted an agricultural credit. and cooperative projiect
sincem;956l Total USATD/N contributions to the newly created Cooperative
Bank and to the.Cooperative Department for Fiscal Year 1964 is.$250,578.
The largest portion of this is in the form of agrdcnlturalwcredit loan

capital.
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~ The cooperative movement in Nepal really got underway in 1256. Perhaps
it grew foo fast but today there are over 1,000 registered societies, the
buikhof which are multi—purpose cooperatlves whose main purpose is the ex-
tension of creoit to its tiller members Unfortunately only a small per-

’centage}of theee are operating on & sound ba51s and exemplifylng the true

prlnC“DleS of democrftic cooperation. If there is a dominant reason for

this 31tuat10n 1t is probably the lack of an adequate educat*onal program,

both for field personnel and the cooperators themselves.

Land reform measures have been 1n1t1ated by HM&/N under the Agrlcultaroi
Reorganizatlon Act of 1965 and thls has meant the role of creoit coopeiativej
will be of prime importance in the oountry g rural development. The fo110w1ng
are‘the main points of the Act: - | :

1. A landowner may retain a nax1mum of 25 bighas (40 aores) in his own nawe.
Land in excess of this will be sold to those who till it; the Fﬂlce
Will'be}25%_of the annual gross income times 10. Ruyer w147 pay WF%W

rin casb‘and baiancedover 10 years. In practice, there will be 11tu1e
land inrthe "encess" category as the owners, prior to enactment of tne
Act, transferred their excess acreage to‘other family memberso. -

2. Rents from tillers are fixed at SO%‘of the crop ggtgr.tiller has taren
his seed for the next year. In the event lower rents are common in the
area the lower rate will be in effect.

"B, T s tiller hae 4iMled & ploh for et least a yoer, and he has bean

- positively identified as the tiller in fact, he will be eligible for &

certificate of tenure which will give him the right to till that plot

as long as he doesn't violate the terms of the Act.
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Ecrmerly, tillers received their credit from the cwners,'ofﬁen at usuri-.

vcuswrates of interest. Under landareformtthe owner will tend to abandon

. his tillers to their fate; invthe'hone’that\the movement will fail, This
.1s where the cooperatlve credit societies come in. HMG/N, tFrough its
Cooperatrve Departn@nt, 1ntend to organlze 5001eties to prov1de credit and
thus replace tredltlonal sources. One gram panchayat (village political
land reform,lmplementatlon. It was in Budhabare that my main efforts were
spent during wy TDY asslgnment, Spe01f1cally in helping ‘to set up a work-

able cooperative society for about 2,000 members .

THE PILOT PROJECT APPROACH.TO.LAND REFORM

The implementation of land reform in Nepal consists of the fcllowing

parts: | ‘ B |

I. Cad stral survey to measure the plots and set boundaries for each of the
9 wards ksab-d1v151ons) that make up a gram panchayat, i.e. a village
level political unit; |

II. Identlflcaulon of the owner of each plot'

III. Identlflcatlon of the tlller of each plot and ascertain that he has
tilled it for at least a year, thereby making him eligible for a

: certlflcate of tenure-

IV Complle cross reference records on each plot, owmer &nd tiller regardlng

famlly data, cropping plans, income, expenses, livestock data, tax data

and tenure history;
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V. Iééﬁe”gé?tjf{Caté”of tenure;

VI. Orgahize a mﬁitipdrpose cooperative society for the purposes of credit,
loaﬁs-in‘k{ﬁé,:mérketing facilities, consumer services, storage and savings.
As thé*feaaer can'see, the task is formidable and the details multifarious.

Before a workable method can be employed countrywide a sound, well organized,

routine‘éyéfem must be worked out satisfactorily on a pilot basis. The em-

phaéié on‘the‘ﬁiiot district is not so much a desire to "make it work" but

tq esfabliéh'é System,that will work and can be duplicated in other districts.

An atteﬁpt has heen made to avoid "corner cutting" though the tendency to

do so is great. If a satisfactory system on 'a practical basis cannot be.

designed, this ton is Important to know in the early stages. Twice before

Nepal has attemptecd 1and'réform.éhé'lifélé”of'no‘sﬁééess'was noted .

I:[® FROBIEMS ENCOUNTERED IN JHAPA DISTRICT

1. Location -~ Jhavs i= ih the’extreme south-east corner of Nepal. In the
dry éééson‘oﬁe can reach theré by flying scheduled airlines to Biratnagar
and then he has a hoice of (1) crossing th;'Indiaﬁ border and trave]iiﬁg
by train from Jogbani to Galgélia, an overnight trip of 16 hours; in
Galgalis he mist cross the Mechi river (no bridge, and crossing'at this
point ig prohibifed for fofeigners) back into Nepal and Jhapa district,
or (2) drive by jeep 6-8 hours over bullock cart trails to Budhabare-.

.ﬁﬁfing thé monsobﬁ; method (2) is impossible and method (1Y is hazardous
"as the Machi river can be crossed only on elephant. A new air strip

has been completed at Chandragarhi, district headquarters, but regular

flights have not commenced. This is only a "fair weather" airstrip.
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Personnel - The concepts of agricultural credit (especlally supervised
credit) marketlng, farm planning, etc. are new to most HMG/N field
workers. Training is a must and a never endlng process. In addltlon,
the supply of nersonnel that are "trainsble" is definitely limited.
The People - Thejtillers and owner/tillers are nearly the'forgotten
elements of this program. They.heve 1little idea of what's going on,
other than the government is up to something. This lack of involve-
mentlcenvbe disastrous in a booperative. Unless the members feel that
it isitheirksociety‘and‘develop-e.sense of loyalty t6 it success will
be 1nh1b1ted The hlstory of repayment of government loans 1s not aood
At thlskjunoture there is not the feeling among the members that 1oans
are coming from their own cooperatlve and from loan capital that is
partlally thelrs in the form of share cspital and sav1ngs. " This apathy
can be overcome only by numerous educational meetings conducted by |
enthusiastic and knowledgeable -field workers,in‘cooperation.

Communication. -~ Chandragarhi has a wireless ststion but it is not in

direct contact with Kathmandu, but rather with Biratnagarua_Decisions,
that must ¢ wade in Kathmandw in the various ministries are slow: in
coming’ due* to.inadequate communication.. Often .the decision is so.late
that the need for it has long passed. Supplies fram Kathmandu must go
through India. The implementation team has. one jeep in poor condition
so the workers must walk dally to the various wards with_distances up

to 7 miles.
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5. Qggosifiog ~ Although there is nothing in the open, thére is a feeling
of opposition from the landowners. They want land reforé to fail
completely — and soon. ‘This opposition has been felt in the following
ways: |
A. Cooperative attempts to construct godowns have been hampered by
delays due 1t "shortage" of lumber and sawyers.
B. Cwners have prematurely sent their tillers to the co-ops oifice
for loans, knowing coop was not yet in a position to extend then,
C. Owners, in many cases, have taken entire current crop in order to
"settle up" old accounts with their tiilerg. This has meant tiller
will need escential subsistence credit iﬁmediately and in large
amounts. |

D. Owners have prematurely declared land reform a failure in an attemnt

to win wneir tillers back to them.

THE COOPERATIVE BANK

The ngg}wgooperative Bank Act was passed in August, 1963, and this
established an institution for channeling loan capital to the wvarious coop--
erative societies requiring it. The manager of the Bank as well as the
Registrar of Cooperatives, serfed as my HMG counterpérts. The capitalization
of the Bank is as follows: |

Sortribution from HMG/N's Nepal Rastra Bank Rs. 8,000,000 MG

Fundc formerly administered by the Department
of Cooperatives 35,192,451
USATID/N TY 64 contribution 25,00, 000
USAID/N FY 64 contribution for godown construction 2,00, 000
Total Rs. 70,128,451 KC

(Rs. 7.60 NG = $1.00 or $ 925,612
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The Rs. 35,19, 451 NC is dlstrlbuted to various cooperatives so is not avall—
able for loans in the three Dlstrlcts in which land rTeform measures: are to be.
initially undertaken. The Departmeﬁt‘ofVCooperatives has been requested. to make
a full aéééunﬁihg of “the ‘above funds in order?£ﬁet‘1oan aSSets\can be transferred
to thé Jooperativé Bank. At this writirg Rs. 16,00,000 NC has been advanced by
USAID/N for FY 1964 and Rs. 11,00,000 is available, though presently unobligated,
for use later in the year.

It is estimated that Rsi’22,00,000 NC ($300,000) loan capital will be re-
quired fcr;Budhebére gfam‘panchayatecoopefafiee soclety., This dis-one of Nepal's
3533 gram panchayats! Even .though Budhabare is somewhat, larger- than most other
gram panchayats it is still obvious that a tremendous amount of loan capital
will be required (see Recommendations).

Emphasis has been on Jhapa ‘district ‘and it:was felt that-other cocperatives
in Nepal'liad been neglected with regard to loan capital for .their support.:- Many
are newly‘registered and without initial financing they cannot’function.f To
simultaneousiy providevinitieilloan capital‘for newly established cooperatives:
on a country wide basis, and meet the estiméteﬁ“1oanrrequirements'ih.Bﬁdhabare
is a problem yet t6 be resclved .

Obviougly;xHMG/N7iS“not~in a position %o provide the magnitude of credit
required*éhd“if-léhd'¥efermfie to succeed there must be a practical and work-
able plan developed Whereb? exieting:local'cfedit sources can be tapped and
loan caplte¢ "ands from the Cooperatlve Rank will be secondary rather than the
prlmary sourna of C3ed1+ Uhfortunately, such.a. plan has not been finalized anc

those concerned are now looking to the Cooperatlve Bank to provide the funds
necessary to satisfy the whole of the estimated loan requirements in Budhabare ,

The implications as to an established precedent and fiscal over involvement in

a single gram panchayat are clearly unrealistic and undesirable.



ACCOMPLI SHMENTS -

Regalorng o rmplementatlon of land reform in Jhapa district the

notable accompllsnments to date are as follow3° "

1.

For the frrst f’me in Nepal tlllers and owrnérs of ‘each: and every plot .

in a gram panchayat have been identlfied with con51stent accuracy This

is essentlal for equ1table land taxatlon and reglstratlon and for

aeslgnlng nlller rights.

An accurate cadastral survey has been completed:in Budhabare gram

'_pancnayat_which_has set the boundaries of each of the 9 wards and the
- gram panchayat i@self, hitherto unknown for sure.

AL workable cross reference record system has been established which

relates the owner, the tlller and the plot

A system of surveving, coup]ed w1th 1nterv1ew1ng the owner and/or

.tlller on tne spot to obtain cropplng data, income and expenses, has

. ,~been,perfected.

A cooperative society has been organized to provide credit, savings,

marketing -4 ~+oraﬂe facillfles

50,000 —auris (9050 tons) of paddy'have been purchased (or contracted)

by the soriety at a reasonable prlce to flll go~downs (warehouses).

- owned ~r onerated by the soc1ety. This is an important step because
- without paddy on hand to prov1de loans in kind for seed and subsistence

-needs at_ _the rlght time the Whole program would fail.

SUperv1sed agrlcultural credlt has been introduced in Nepal. This is

Creolu based upon a farm and home plan and coupled with technical adv1ce.;



8. An orggnization chart:and job descriptions were devised for those
wquiné on the implementation team. These set out the relationships
amopg'thé coppgfative inspector, sub-inspectors, zone officer, coop-
‘grapive maﬁager‘and agssistant managers, go—down<keepers,‘section
offipgrs and team captain. Heretofore considerable confusion ensued.

9. Thefw?;tgr.édapted the following. forms for use in the pilot district
and'thgy'ﬁave‘begnwrgproduceq in Nepali in sufficient numbers and
éfe now in actuai,ﬁse: )

(A)v Appiication for Membership in the Cooperative Society

(B) Farm & Home Plan (which.includes loan application)

V(G) Pboﬁisgor; Yotg

(D) Supply V‘Qu:che_r ‘

(E) Receipt for loan repayments -.

(f) Loan Record Card.

In qonnéction“with¥§he above‘I.prepared‘a gsimple Forms Manual for use
by fiéld and office personnel as a gulde to the use of the forms.  This

has been printed in booklet form in Nepali.

(See Forms)
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11.

" Through supervised credit certain improved farm practices are being -
" recommended to the tiller. For example, in some cases the crop incouo

- was found to be insufficient to make the farm plan work. The super-

visor would then recommend, where applicable, that the tiller double
erop 'and plant wheat after his paddy. It is then the cooperatives!

‘duty to see that whéat seed is available and it can be -distributed

~asg.a loan-in-kind. Formerly the tiller had little interest in increas-

ing farm income because the major benefits of his efforts accrived to
the land owner’.

A number of HMG/N personnel are receiving on—the-job training in the
various vhasee of land reform. The writer personally trained twenty-
twe field workers in the techniques of interviewing tillers and prepar-
ing their farm plans. These men will be the supervisors for ‘the coop-
erative loans. The field cf farm planning was completely new to them
and some concepts were accepted slowly. Few of the trainees had any
experience in agriculture.  Nonetheless, they took to the task with
enthusiasm and formulated a work plad for interviewing an estimated

2000 tillers in a 2 week period.

RECOMMENDATT ONS

Based upon my brief experience in Nepal with the land reform team in

Jhapa district the following are my recommendations and observations regard--

ing rural development apropos land reform and cooperative growth.

1.

USATD/Nepal has been involved in the formulative stages of land reform

and it would be unfortunate if USAID did not follow up with continuing



advisors and financial assistance - at least until the pattern of

land resorm is well esiablished and moving ahead in other than the

pilot districts.. In this regard I visualize the need [for two USAID
|

- advisors: (1) one in the field of cooperatives with a working knowledge

ol superviged credit, and (2) the other to serve as advisor to the newly
formed Cooperative Bank, with broad knowledge of institutional banking
and cooperative credit. .

An adequate supply of loan capital is essential to the success of a

nation-wide credit program. HMG/N must take definite action - and soon

-~ in this regard. ILoan capital ig available in the villages as land

-owners have, in effect, been supplying it for years. The problem is

how to channel it through the Cooperative Bank. At the present a small

effort is being made. " Tillers are depositing with their cooperative

- society paddy at the rate of 20 seérs (41 1lbs.) per bigha (1 2/3 acres).

- This deposit is held by the society as savings for the tiller, but

cannot be withdrawn for 3 yeafs. In addition,a much broader scheme is
needed and: the following has been much discussed but no action taken:

Owners should ‘be required by 1egislative action to dep031t with

. the bank paddv (or cash) equitalent to 25% of the gross income from

their land holdings rented to tillers, In return, the owner will

receive Class B (non-voting) sharé capital at = set r=te of interest, The

-owner is free to sell his stock if he chooses. In most areas tillers

‘pay rert %o the land owner at the rate of 50% of the ecrop, w1th the

tiller bearlng all expenses and labor. This is simply too muchl




The owners should have little objection to depositing half of their .

share in view of the fact. they will be relieved of a large portion of

record keeping and supervision under land reform. I is concelvable

“ that in the .case of absertee landlords thHey may receive greater income

- undel” thls proposal. In any case, definite action is required to

 develop a scheme of loan'capital generation as it is obvious that no

aid program can prov1de 1t on a cont1nu1ng basxs.

No credlt should be extended to tlllers without supervision. Tillers .

are deeply habltuated.to“thevppesence qf intensive supervision from

their land owners or his representatives. To disconmtinue supervision

at this juncture.would be disastrous. In time it can diminish as the

- tiller's outlook bécomes more motivated. The cooperative must post

supervisors in each ward with the responsibility of a certain
"easeload". The society must charge enough interest to pay for this
supervision < at least 10%. Ideaily;'the-éupervisors'shou]d be trained

in agriculture.

- The cooperatiﬁe'ﬁeVement could benefit by'inviting'the active partici-

pation of agricultural extension. One compliments the other. Co-ops

need this service because few of their workers are trained in agricvl-
. \

ture ‘and- they need guidance in.making recommendations for improved

farm practices.- Prom the exténsion side, cooperatives Provide a ready

.made -unit for implementing an. extension program, Information can readily

be dispersed gpd‘meetings;easily_Qalled through their administrative set-

S up. More 1mportant, cooperators have . credlt available to carry out.

'exten51on recommendatlons. |

3/4/64
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APPILICATION FOR MEMBERSHIP

TO: The Management Committee of

Cooperative Society, Ltd., at 1
|

I, the undersigned, hereby apply for membership in the above cooperative
soclety and am interested in the following services:
YES NO (Check one)

1. Credit

2. Savings

3, Marketing

4, Consumer services
5.

6.

I further certify that I am an owmer/tiller/tenant (cross out word(s) not
applicable) and agree to abide by the society's by-laws and decisions of
the Management Committee.

Date X

Signature or thumbprint

Witness if thumbprint is used
This application is recommended by
the following two members who have
signed below:

X

Above application for membership has been approved this date.

Date , X

Authorized signature for the
Management Committee

K %k ok ok % sk ok %k >k ok %k 3k sk %k
COMMENTS

This form is used when a new merber applies for membership in a cooperative.
Additional details are not necessary as they appear in the Farm and Home
Plan which, in most cases, will be completed at the same time.






Jointly and severally promise to pay to the order of
and/or the Cooperative Bank of Nepal, hereafter

PROMISSORY NOTE

Membership No,

et e

Date

For value received the undersigned (hereafter known aF the Borrower)

known as the Lender, at its office in the
rr lnc_’..r/x,l.z_ sum of Ry o

following installments of principal, on or before the following dates, plus

NC (Rs. J NOY i 4hoe

interest on *the unpaid balances at the rate of per cent (__“ﬁ)
per annum until paid,

.
v

s Rs, NC on . , 19

Rs.. NC on , 19
Rs. ___NCom , 19 ¢+ Rs. NC on ;- 19
Rs.. NC on , 19 ;  Rs. ‘NC on s 19_

we ae

o

Accrued interest shall be due and payable on the same dates as principal
installments . Prepayments may be made in any amount and at any time at the
option of ths Borrower. Borrower further agrees that:

1. He will repay the 1loan as income becomes available even though loan is
net ye* v

2.. while indebted to the Lender he will not borrow for any purpose from any
other source without prior consent of the Lender;

5. he will not sell any of his possessions while indebted on the Promissory
Note without prior consent of the lender;

4. he will immediately notify the lLender of any conditions that mlght affect
his ability to repay:

5. hé recognizes the Lender's right, in case of his failure to repay, to
collect the loan in any way lender deems necessary including the right
to seizure of his property;

6.. any amount advanced by the Lender or expended by him under any security
instrument in connection with this loan shall be added to the loan and
bear interest at the same rate;

7.. the loan funds will be used only for the purposes authorized by the
Lender and will iive up to Yhe terms of any other documents prepared
in connection with this loan:

8.. this instrument shall be subject to the present regulations and legis—
lation of His Majesty's Government, and to its future regulations not
inconsistent with the express provisions hereof .

X X
Witness if print is used

District

Gram Panchayat

Ward No..






SUPI;LY' YOS 15 7

SUPPLY VOUCHER No..

Date - - Member No.

Te: The Mangger of

at

| Picase issue the following specified amounts of
stoplies (or cash) as indicated to:

whose membership number appears above. He has
Re . NC in his loan account for
these purposes.

X

-

Co~op Inspector
ITEM QUAN. | RATE VALUE
|

TOTAL-L - - -

Signature and/or stamp of authorized person
filling order

e s e mm e e we e me

I have received the above quantities of sup-
plies and/or cash.

Date X

Witness if thumb print is used:
' X

COMMENTS - This form is printed in pad form measuring 4"x 7", It is prepared
in triplicate and each set carrieas the same serial number. Each sheet of

the set is a2 different color for ease in distributing the copies. The firs:
and second copy are given to the borrower, the third remains in the issuer’:
pad. Both copies are surrendered by the borrower to the co-op stcre or ware-
house where the manager there completes them. The original is returned to
the borrower after he has signed the second copy which 1s retained by the
store. :






. RECEIPT FOR_PAYMENT

Name | ‘ No.
Dist. Gram Panchayat ! i
Ward No. \ v Member No.

Received this date from above
member as payment on his loan(s) the amount
of Rs.. _ NC applied to princi-
pal and interest as follows:

Office use ! Principal Interest | Total
: B

X
Signature of authorized
receiving official

Date

Stamp of cooperative

'COMMENTS:”The‘réceipt is printéd‘in pad form measuring 4"x 5", It is ﬁre—

pared in triplicate with each sét of three bearing the same
gerial number. Fach sheet in'a set is a different color for
easier distribution. Original goes to the borrower, second
copy accompanies the money when it is transmitted to the branch
bank and third copy remains in the pad as the issuing offices!
record.






* LOAN RECORD CARD

ngembership No._

- Name
‘ Type of tenancy Digtrict |
. i !
~ Gram Panchayat Warrd Number
i : , Application of
Date ‘Advance |/mount of | Receipt payment as to Principal| Repayment)
payment -No. Principgl! Interest Balance Schedule

{

1‘

COMMENTS: Individual loan record cards are’ 5“x 7" and are printed both.sides on
atiff white paper .

proof 1id.

One card is kept for each outstanding loan.

They are kept in special metal boxes with.a dust
One promissory -

note is signed for the years' needs but the borrower will receive it

in a number of advances.

Interest accrues only from the date of the

advance so each advance is recorded and dated and a new principal
balance noted.






)

FARM & HOME PLAN Code No,
Name Age
Tenancy_____ ; Land Owned ; Land leased to others ; Land rented |
lGram Panchavat Ward Village |
FAMILY RECORD ‘
- - . ( |
Name t Relation t Ape J Marital Status 1 Occupation
1
!\
' i )
PART (A) FINANCIAL STATEMENT AS OF , 19.
IQ0wn I Owe
Due |
Real Estate Hec. Value | ILiens on real estate Date! % !Ral. |
|
Livestock No. | Value Crop & Chattel debts
?
} |
Equipment ; | Taxes Due
| A11 other debts

Other Personal Property Qtv. Value

Cash on hand

Crops held for sale

Seed & Supplies

Household goods

Other assets

i S

~

A | :
Total Owned 1 t Total Debts §~§; E;E!

i NET WORTH= B

!
< >t . -~
I







161

PART (B) CROP PLAN

‘ l
Plan L Actnal i
iYield | Operator's Sales 1¥ield: : ;
Crop Hee.| per *Operator's Amount ! Value WHec.; per *Operator's'Salcs'
_ |Unit Share | _ _.Unit | Share | 3
; 1 *
; ! ' ! ! | |
B }
J ! i !
| - | |
, ;
| | | ‘
T\N -1 T — | H i T - - .
Totals fJ"/AL"’}JT““\“~~‘. y ) l L 1
PART (C) LIVESTOCK PLAN
|
Plan 5 Actual
' [ {Prod. | Operator's Salesl {Prod . | i
Kind [No. ' per 'Operator's! Amount ! Value ! No.! per 'Operator's'Sales
, 'Unit_| Share Unit | Share
T 1 }
| :
~ ' - i
.
' i ;
i : e— -
Totals !' J J’_,_/'),)(\_,; 1

-

]

PART (D) RECOMMENDED FARM PRACTICES

Practice

How to carry out

m o =]

IU’! LS

|

PART (E) SUMMARY OF OFF-FARM INCOME

person earning it

Source of income and |

|
! Jan .'Feb .'Mar .

Apr . 'May {

i

Jhne;Jhly*Aug.
j N

T
Sept'Oct.}Nov.fDec.'

t

|
T

!
i
|
!

|
|
\ t 1 % !
" b \ 1
‘ Totals r T S N R N R

Total Off-Farm Income: Rs.

NC




200 .

| PART (F) _BUDGET i PART (G) CAPITAL EXPENDITURES
Date | L Date ! l
Needed! Iter '' Plan 'Credit! Ttem 'Needed! Plan 'Credit
Cash Family Living | ! |
Expenses ﬂ
|
Food J‘
A =z
Clothing L Total \\\17 _f
: =l s
I
Religious ; PART (H) IOAN SUMMARY
‘ Rs,
Miscellaneous ~ For Tamily Living Fxpenses ‘

Cash Farm Expenses

.For Farm Operating Expenses

Seed, ! For Capital Expenditures
b .
; |
. Feed ! Total Loan Requirement 1
Fertilizer PART (I) FINANCIAL SIMMARY

Spray material

f

Plan LActual

Hired lszhor

i1, Farm Income (Pt B & C)

Hired bullocks

2. Other Income (Part E)

PART (J) DEBT RE-PAYMENT SCHEDUIE

Taxes 3. Total Cash Income(l & 2)
.Rent, L 4, Total Cash Expenses(Pt.F)
Qther 5, Net cash income (3-4) %
. 6, Total Credit (Part H) é :
7. Total Available (5 & 6) l
8. Capital Bxpenditures(Pt.G) |
: |_Total Expenses _ﬁ;. Balance Available(7-8) J ;

=

To Whom Owed

{ Amt. . Due
tthis year

Due

Date !

|Amt . to be paid
this year

Source of Funds

[

Total







PART (X) TIMETABIE FOR _CREDIT NEEDED_BY MONTHS

. | : 1 |
Months {Jan.{Feb.'Mar.JApr.lMay ‘JunejJUly Auga&Sept Oct.!Nov., Dec.f Remarks}

Family Living, | ! ] T ]

H
l}
|
1
i

i

¥Food i !

Clothing

Religious

Farm Expenses

Seed — paddy

r

Other seed

Feed

Fertilizer

Spray material ,

Hired labor ! ‘ i |

4

Hired bullocks }
x i
Taxes ! ! ) | | ‘
| i | 5 l {
Rent | i ! i | s
I a ! :
| ; ! ! 1 ;
Capital 1 | f )
Xpenses ! ; § { :Tot.Crele
i H 1 ]
- ; ! i
Totals J 1 ‘1 1 J k j "] sz' !
NG
PART (L) IOAN APPLICATION !
T0: The Management Committee , !
Cooperative Society, Ltd.
At
I hereby apply for a loan of Rs, NC and agree to abide by the

rules of the society and fulfill all the conditions set forth in the documents made

in connection with this loan.

X
Date: Signature or print of thumb
‘ A loan in the amount of Rs. NC has been approved for above
C
mewber based on this plan.
X
Date of Management Committee Authorized signature for the

Meeting Management Committee

i




