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 ̂ S' S GQlMlMSaT ’
OiSPARTMm FOR COOPfiRATIVaS

FIV&
CQOPiSRATIVg MmOPMSNT ,,

BAGKGRQUNi) ,

Mith the objective o f nrabiliaing the scattered manpower and the meagre 

capit,ai resources of the coimtiy and to thereby strengthen tî e rural econony 

o f jSepal oa cooperative lines, the itepartment for  Cooperatives established 

ia  1954- J*or in itiating the cooperative liiovement. In 1956 the i3epartm$at 

orgaxiiaed the fii-st cooperative credit societies for  the landless persons in 

Gaitfein under the Rapti ?alley iDiulti-purpose development plan and made credit 

gvailabls to these rehabilitated people at reasonable terms and rates o f  

interest. Gradually the orgsXiiaing o f  cooperative societies in other districts 

■ ̂ ms- 'ribilcen up. The i>3partmeEt again coaceatrated on training personnel and 

aaqjzaintiag th e  villagers with basic concepts o f cooperation^ The objectivss,

i.a the early years, were to assist with the formation o f cooperative societies 

ba-se-i upon self-help and mitual aid for  the economic development o f I’ural 

p30ple* ■ TlttiSj by th e end o f tfas'last 3-lear Plan pei”iod, a total o f  1109 

primiry cooperative societies (creditj jsulti-piirpossj consumer, cottage 

Indiiritry ®tc.}j 2 d istrict level consumer's cooperatives,,and 14 d istrict 

cooperative ioarketing aad credit tiaions had been orgaiiiaed. The problems 

^enootintered were; ( l)  the activ ities o f the Ooopei-ative Jiapartment were not 

effectively  coordinated-with the activ ities of other concerned organisations; 

(2| J.ack o f adeqiiately trained personnel to sta ff the itepartmenti (3) in - 

e.ieq^sate coimminications mde f ie ld  operations slow and d ifficu lt j (4) in-̂  ' 

Cideqiiate loan capital was available and therefore the needs of small societies 

foi* furtheriiag their davalopment have not been met. In this 5~2ear Plan



'3f:.;ort3 will h& concentrated on tlia strangthoning o f  present sociaties rather!  ̂

th£ui on coatlLTued cumarlcal expansion. The old, &s well as new societies, 

iclll bs reorgaaisad in a planned raanasr mid laada active under the land refarm 

program. This Hill go a long way toward strengtheaing the econoiaie sector of 

tlio Panchayat system.

MTorts w ill b® mde to briag aboxit complete ooordiaatioa between the 

land reform prograia aad the cooparati'^re lEOveiaent, Along with land refona, 

the itepartsent w ill t r y  to orgauiss coopa is  each village Panchayat and make 

a ll  esfforts to provide farmers vdth necessarj credit^ jnarkating fa c ilit ie s , 

improved saed  ̂ fertilisers insecticidass fungicides, consumers’ goods, con

strue t .̂oa o f irrigation canals Bixd storage fa c ilit ie s . Considering ths availabiU 

o f trained persoaael and loan capital, roarkstingj consumer and credit societies 

w ill be organized accordingly. Soeietiss organized imder the land reform 

program will ba responsible for ths eompua-sorj saTiags scheme and they tfill 

also ass’aae the responsibilities o f  the Ward OoiiasittQa. Gooperativ© farming 

sclisMss will ba iatrodiiced in sQsie areas on experimental ’basis. Gonsumer®s 

stores and cottage industries aloxjg cooperative lines w ill also ba given due 

fittsntioa.

The DapartffiOat, in' the plan pariodj v/ill go ahead v-dth a training progx-aiii 

to mc-sat .the'dearth o f trained personnel. The success of the cooperative laove- 

laent depends entirely on its  Moi-kersj therefore training programs o f  different 

,diiratj.ons will ba atarted for  departmental parsonnel and employees and meiebers 

o f so.cieties.

It  has novi bacOES aecsssary to organise cooperativ® aocietias at the 

■Tillagej d istrict and national * level fo r  placing the ffiovement on a, sound



footing. TM?5 oi'gani^sitional sat up vrill the task o f coordijiatioi-

easier aad gi;rs a<i luapetiis to the coopai^ativs moFeffleiit.

OBJEGTim

J:ii ari sconoiaieally davaloping comitry like Mepal cooperative aethods 

ic!.ll pro\̂ e vei-y baaaficial for the oconomic uixlift o f the people. The -tjoop- 

es'ative plan aims to jjrtprove the eccmoiaic conditioaa of the people in a ll 

the variolas sti*ata of l i f e  and profoseions through cooperative 9ffort,s atxd 

practices.

» Gagaral 0^-i«yt  j.ysg

(a.) To partxcipats ia the craation o f s,a a ffic iea t, indspsrideut coop

erative system, consisting of pi-iraarj societies at the village 

panehâ y'at l.eval, coopsrati¥© uaioas at the d istrict Isvol, and 

a fsdsration o f  cooperatives et tlis xiational levels

(b) To eapivasise those aetiy itiss . ivbich Hcii.Id provide ■ assistance to 

the cooperative orgaai^atiofij \M .Qh. wc?':Ald increase agricsulttiral 

production and improve Eai’l^sting fa e llit ie s i

(c) To raise the standard o f  living o f cq p sb o u  people through ecooomic 

de%"elop«0at.

2» Specific Objectives

(a) Provide gtiidanee to potential and existing societies, uaioas and 

the flational Federation rsgardiag the process o f bring5,ng tha systam 

into being.

(b) To participate ia tlis reexaxltsisr.t aud training o f people for  

positiona as sanagers;> ac'couataosts etcj.



(c) To develop a system o f audit, tfusiaess analysis aad In-sorvice 

training for the professioasl stiaff aad asanaging board© of societies 

and unions 30 that management conpsteace will be continuously up

graded.

(d) Develop a system of training for iJepartmsint staff including t«>th 

in-service training and foreign country courses to insure the avail

ability of well trained technicians to provide high qioality assistanC' 

to the cooperative movement*

(e) Establish a permanent location for the Cooperative Training Institute 

which hâ  adetjaate facilities and equiiaaent to effectively parovide 

high quality training to both Itepartment staff and cooperative mem

bers.

(f) To propagate cooperative principles and practices through a systMi
I

of member education.

TARGETS OF TĤ  PLM

One Multipurpose cooperative society will be organized in each Village 

Panchayat in the second phase of the land reforia program. Th» nuiuber of 

Hioltipurpose cooperatives (like the one in Bidhabare panchayat) which will 

be assigned special uprk like, credit, msuiagem.ent, mrketing of agricultural 

produce, supply of consumer goods, cottage industries and gf>dam facilities, 

will be 350. The nuaber of special cooperative farming societies will be 10, 

coasumers 10, and industrial societies 75* The total nundber of a ll types of 

societies working with special assignmsnts will be 445.



VoM to tlio iacraasirig work load of t>he cooparatlvs developoent prograaiJ3> 

tha jOepartaent will, bs ©xpandod accorclingiy at the varioua administrative 

l 0vais. iloffis new sections, auch aa audit, marketing, and aconoinic axwd-yaia

and rsâ Jitrch be added.

2 0 m  AiJfjlNlSTRATION■ Jill «r f nn'— Wli a»rw • y '

The /30partmQat, like otiiar dapso'traents, w ill iiava one 2oaal Cooperative 

Officar X0 eadi zoim. Them  w ill be aa maoy avciitora as thsr© are d istricts 

lender tho Zonal Offioar, and he vrf.ll be the liak betvjesn the center and the 

d ietrict. Audit o f accotaits w ill be carried out by Sub-inspectors aiid w ill bs 

independeat o£ tha d istr ict , fhej vdll also tmdifc the acocunts o f a ll  

d istr ict  level sosistiss. The Zonal Cfficer impleHsat a program o f 

coopQiative developsuaat v;itMn the sone exid also oarrj out a ll  the powers of 

the Registrar as delegated to him.

DISTRICT AimUSmMHlQii

Thare will be one Qyopare.tive Itispsotor iai each diatx-ict to assist and 

cooperate vdtb. the district pancliayat la iir<fctora rslated to cooperatives.

There will be one Sub-inspoator for a.ppro^ l̂savely £1tq cooperative societies, 

to perxodioalLy inspect their activities, to sudit their accounts and to es

tablish a proper set up. They shoiild forward a cop;/ of the report to the 

iJistrict Panchayati the Assistant Gooporatiirs Officer o f  the JJistrict Panchayat 

vdll forward a copy*of fche report to th® Anchal Pauchsyat and the Anchal 

Paachs^at in turn to ths .[tepaarfcment. Informtion regarding the financial 

status of loaag provided to institutions (from ths Coopsratir© Mnk) should 

be fumishad to the Bank. The location of sub-inspeotore’ offices should be 

in convenient places to properly supervise their i*esp0ctlve societies.



To laxT/loh the eoop^ratA:,'© 5:,ovaHGnt propei'li'' tiie Goopsrative Dsp&rtineat' 

vri.il bave as ita  ifiajor functions the following:

(a) organization and registration of cooperatives;

(b) adviao oq drafting of by-laws \iith psirticMlar cara to see that they 

do not conflict \rf.th the Gooperativs Socistiea Act;

(c) recruit an4 train cooperative staff and field worjcers;

(d) maintaia a public relations prograiaj

(e) advise oa cooj^erative mejBJaer’ s educatioiJi

(f) advise aad assiot in tha drafting of forms aad legal docomsnts usad 

w.thin the isovanaatj

(g) audit and inspsctiott o f  coaparativos;

(h) to iGplosaeiat savings schemes j

,( i )  prepare b-usiiisss aaalyaes and research papers;

( j )  finalize the disputes aisoag aocietias judiciallyj 

(k) disseminate cx>operative laforfisationy priiioiplee and practices with 

tiia help of visual aids, perrlodicAla, fi3jaa and film strips aad 

arrange Gendtiara aad viorkshopsj 

(1) appoint liquidators and enforce aud control tli® liqjiidation actj

(a) cax'ry out a ll  other necessary stspa for fcha dsvelopajsat of the

cooperative Kovciaeat.

ORGANIZATIOif OF COOPmTZV  ̂ SQGIgTI^

A. Primary .Sooiety

It is plaaaed to establish one priaaary Eailtipurposa cooperative society 

in SEcb Gram Paachayat vdth the iKploaentatioa of land reform. Da& to the 

dearth of trained personnel, and other difficulties) a lindted number of



«3ocietle3 will b@ soIociQii, Societiies to be establishad in Village Panchs^ats 

w ill liava to carry on ttoir work under Paachayat Vfeu’d Committee. The general 

laeating of the society will select 9 supervisors, one from each ward, aad a 

ciiairaan would be selected from amag them. 5 raeabors fro» each of̂  th©'9 wards 

should be preseat to hold a general meetiag. The monbei's of* the society ia 

each ward v;ill elect from among tliaaselves a J-man WSard CoiKaitte®- One of 

tbisja, v?ho is also elected to the nariageiasnt cooadttee, vd.ll be ejt-offlcio 

chairmrx. The maaagemsat couaaittGo shall appoint a gmeral manager aad ad8qvi8.te 

3ta£’f  to handle the ad.Tniixiatrat5.vo vrark of the society, but these appointments 

ahould.gatfiQol approval of the -gaaeral meeting.

Tha frtactions of the Iferd Cosmiftae will be to advaace loaas to the

xaenberfi and the reco^srj thereof, to prepare aa agriculture development plan,
i . ' ' , 

racaiv'’S aaviags, sell produces provide dailj?' conaiuiiable goods and storage

facll.itie;s. . The primxy society ia tho starting point of the cooperative move-

iaoiit̂  thersfore the msabers will collectj.?elj make aa effor-t to solve problems

of cci!3aon interest and to laobiliaa resm rcm  to most the economic needs. Those

societies will bo the laadiita tbxongh vMoh the various govormaant aided

progj'aifls permeate to the general public.

Undar the variotts reasttleraent pragraas during fcka third phase of Land 

Ref ora, Cooperative Fanaing will ha started on aa esj»erimental basis. This 

work will be doae in close coordination with the Land Reform Departaeat, 

i>spai*taent of i^iculture and Rosettlomeat Canpanj. By this method one 

thousand faailies will do cooperative faming vdth the aim of increasing 

agricultraral production.

Ablo and efficient handicraftsmen of siaall msans would be pooled together 

to work jointly for their econoaic uplift through cooperation. Such societies



woald in cooperation with the Dspartnesit of Cottago aad .q«i>n Scale 

Xndastries aad Industries Departaients. ;$peoial ooi^^Bia would ba glveo to 

p£^r and mstal \mrkB, blaokets* <%>tt00f eeraaioSt nidcl«pl«ting» soap,' 

corios, %K>odea haadlorafts including fornltar», fruit caaoingf etc.

B. iM.strict Cooperative ^nion

In order to tiave a coomioa relationship for the stany cooperative societies 

in a district, and be able to consider and act oa problems and coamion needs, a 

district cooperative union will be organized, ^ e  primarŷ  cooperative societies 

of the district will be the members of the district level tsnion and those 

members will select one representative each for the general oonmittee; sub-

se<|aently the general coamittee will select 9 organizers and one chainoan.
i, ■ • . . ' 

r Xhere will also be an advisory conjsiittee for the union. The laanaging conaoittee

will appoint a manager and staff to manage the administrative work, but it

shall see that it  gets final approval of general meeting for these appointments.

The 'onion will provide short-tena and medluza~tena loans, both in cash 

and in kind, to the umber societies. Qodowns will be constructed to store 

the loans repaid in kind. This will help to stabilize market prices. The 

union will also provide consumers goods, and other goods needed for agriculture 

by fanaers through the msmber societies by procuring them from other sources 

suid processing facilities. It vrill educate people regarding their mesibership 

and pojmlarlse cooperatioa among them.

C. ifaitional Cooperative Federation

A national federation of cooperative unions will be organised so a ll 

cooperative unions and societies u ill have a common relationship and thereby 

become more self sufficient. This federation will be governed by a board 

coosistiiig of one delegate from each msaber union. The ehalnaan and n»nager 

will be selected froD among the represeatatives. The Managing oonDittee will 

appoint the maaager and staff men̂ eirs; however, approval from the general



aeatixig vdll be obtainedo (t) The federation v>ill cater to the conunon nesda 

of m^ber tinions and fcheir mMOber societies, especially in the field  of coop

erative education, i 2) The Federation will be designed and organized to 

negotiate large scale purchases of consiodities and arrange for these to be 

transported to primary aooieties through the unions* (3) It will maintain a 

close contact with goremment departmentSi and other organizations} which 

have appropriate assistance to offer and arrange wa/e and noans to channel 

this assistance to respective unions. (4.) It will keep oXoae contact with 

various international cooperative institutions and taJce advantage of their 

services,

FlxUHGim OF THE COOPEaATIYfi ORGAaiZAriQH AiiD QOVERHT'ffi.lT SgBSlDlZA'flOJ

Member societies should meat the admnistrativa and other expenses trom. 

their own resources to run the cooperative movment at different stages.

All costs related to various services provided by the societyi union or 

federation, will be added to the basic cost of the sei*vice  ̂ ooBunodity 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 vorking properly but due to circumst>anCas beyond their control 

cannot bear the adndnistrative expenses. 

coopm Yiyg MD mMnG_PBQoiiAM

The existing Cooperative Training Institute will be sxpanded for the 

training of DBpartmental staff and cooperatives eo^loyeea. la this Training 

Institute, Ck>operative Auditors and Sub-Inspectors will receive training 

from 3 to 6 awntha; training for Cooperative Msuiagers at the Gram Panchayat 

level will be for 3 months, and a 2 nonthe’ training for Ripply Supervisors



and I'^d Supervisors 10.11 be given. Befresbsr course wHl be arrangeu 

poriodically. The ffexiagers of ilistriot Uaioas, the JSiational Federation, and 

senior officers and Cooperative Inspectors of the i)epartmeat will be eent 

to foreiga couatries for higher training. Similar attec îrts vdlX be oade to 

send some Sajha staff stembers, under the scholarabip sch«BO» so the/ will be 

of niore assistance in adoinistratioa upon their ratura*

CQ̂ ISTRqCTIOJ OF. 20iiAL MD TMXlU ^  l^TIMXE

In the absence of staff quarters and office space, zonal acooioodations 

are now rented. It ia fe lt to be advantageous to ovtn such facilities as the 

construction cost can be recovered through rental savixxgs in 10-15 years. A 

separate building for a Cooperative Institute v ill be constructed in the 

second year of the Plan. 

m&TIOî SHIPS WITH OTHSR INaYITUTIOx̂ S

A committee will be organized to establish close relationships among 

the Department for Cooperative, Cooperative Bank, Itepartment of Agriculture, 

j)epartiaent of Land Reform and J>epartmont of Cottage Indt^tzy, to carry out 

their work in a coordinated viay. The main objective of cooperatives is to 

increase agricultural output; therefore, coordination of activities among 

the various departments in providing technical asdistanoa in the special 

program conducted jointly by the i3epartiaent of Agriculture and the Cooperative 

Department is necessary.

It is essential that the Cooperative Bank, as the loan providing agency, 

maintain fu ll coordination with thd Departn»nt in order to develop the financial 

position.



The ataaboi- o f societcas to be organisad, ‘ and the training fa c ilit ie s

to bs provided, vdll be as follows:

Table A: Nuiabsr of districts whers cooperative
societies will be orgaaiaad yeaxly*

fIan Year
OLstnLCtS

Preliminary Coordinated Profjram

I 10 5
II 15 10

III 20 15
IV 25 20

V 25

70

Table B: Number of Special Cooperative
Societies

Kiiid of Society
First
Year

Second
Xear

Third
Xsar

Fourth
Year

Fifth
Xear Total

Coop Farming 2 2 2 2 2 10
Industrial Coop 5 10 15 20 25 75
Goasumer's 2 2 .....2 J 2 ...-2-. 10

Table C: Ĵumber o f  iJistrict level and ifetions 
level cGOparatiVQS to b© orgaaiaed

a

ifuiaber I II n i I\T y Total

£)istrict Level 1 5 10 11 12 39
National Level - - - 1 - 1

Table i>: itoaber of tillage Pancshayats and Coopsrative
societies with special assigimeats ©ach year

Plan Period
ifiimber of districts to begin each year

Total5 10 n I 15 1 20 -25..

Firat Soar 10 10
Second Year 10 20 •• - - 30
Third Year 10 2D 30 - - 60
Fourth Year 10 20 30 40 - 100
Fifth Year 10 20 30 .40 50-_ _

80 1 90 80 , „■ „?o,— .. iSSL.



I’ablo £; I'iauiber of i-ieopis to be trained for -GhQ 
mlti-puTposo coopQj’afciva societies at 
Village Peiacbayat level.

Plaii PeriodU-.. Managers AccouQtants
ijuppl^ing & 

Sttwarvisors

W.ai’d - 
3up«rviaors

/

First Xear 19 19 19 .30
Seooad i'ear 44- U 44 90
1‘hircl Year 79 79 79 - 180
Fourth lear 124 124 124 300
Fifth Year 179 - 179 .179 450

Totals ULS h m ............

Table Ps to b e r  o f trained peraonnel required for 
District Cooperative Societlee

Plaa Period Managsra
Supply and 
i'ferkoting 
Officer

Loan Officer Acc5omtant

Firat Year 13 17 17 17
Seooad Year 3 3 3 3
Third Year 3 3 3 3
Fourth Yaar 3 3 3 3
Fifth Year 4 4 L L

Totals 26 30 _____ J.O. „

Table G; For ife.tiona3. Cooperatiir© Federatiojn

Plaa Period Ifeaagers
Supply a)id 
Marketiiig ' 
Officer

Accoimtant
£kiuc&tion
Officer

First Year
Secoad Year —

Third Year 1 1 1 1
Fourth Year 1 1 1 > 1
Fifth Year ~

Totals 1 Z 2 2 1 -  - 1 _____________



Table H: Traiaing to ifejmrtmsi'tall- Staffs

Ploa Period Senior Officar Asst. O fficer Auditor Sttb-lasoector

First lear 4 11 16 300
Second Year 4 11 25 350
Third Year 4 11 34 -

Fourth Year 4 11 — (tm

Fifth Year ............4 ..... 11 - —

___ ta ^ s . ______ ............... ------- -..,55....... ....
650

jSuafcer o f  parsons rsquireds (during the plan pariod) 

Tablo I ; (a) Staff needed fo r  ifepartmeit

1. Senior Officers
2. Coop Inspectors
3. Auditors
4- Goop. 3ub~Iaspoctora 

Total

Table I j {b) For xYationai Isvol

1. iteiagers
2. Marketing Officers
3. Sapp3.y Officers 
4* Accountaat 
5* Educ8,tion Officer

Table Is (c) For Jiistrict Level

1. ifeaagers
2. Supply & iferksting

Officers
3. Loan Officers 
4-. Accouataats

TablQ I : (d) For Village Panchayat Level

1. Msuiagdrs
2. Accountaats
3. Sapply & jtorketing

Officers U5
4., Ward Supervisors 1,050

20
55
75

800

2
2
2
1
1

30

30
30
30

445
445



The following ecpipjaeat is raqj,iirod diaxdng the pi;m pariovi;

P  lEflS
Dsfjcrlotion

5

II III I? ?

Jeep 4. 2 2 2

Calculating MacMae 3 3 3 3

Typewriter 6 4 2 2 -

Camsra 1 1 -

Movi© Projector 1 -

Slide Pi’ojector _

1
1 1

\
« f

Sleeping Bags 30 50 50

.Oi7,plicatiag ffeaMae ? 3 2 ■ 2 2

i4otor Cycle
j

fi
1 ! 
L ._ i9 0 !J

1

Bicycle 200 4 ! 100 •• 11 “•

Foreign Advisora

For the ifflpleiRQatatioa o f tlsis plan a fsvj forsign advisors and spacialiBfes

Hill be needed, fisoag thsmj one fo r  contrsJ. offica fo r  f is ld  o ffices .

ono for  fetional Federation and ti«> each for  tb.s fit'sfc and seoond year for 

Sajha Biovgaent. It  is  pres»med that i f  the vKiiicing pariod o f tla© advisora 

and spseialists would be two years j ths atiraber required would be s,a foUovfss

First I Sscoad f Third Foartb Fiftii
Xsar 1 fear 1 Xear Xmr Xear

AdTlsora and 
SDSGJ l̂iStS . 4 ■ 2 1
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VILLAGE DEVELOPMENT WORli

!• The Four Steps in V ill age Development Work are;

a. A systematic discussion of common fe l t  needs by members oP
the Ccmmunitys

b. Systematic planning to carry out the f ir s t  self-help tmdejv 
talcing that has been selected by the Committee,

0* The almost complete mobilization and harnessing of the 
physical, economic, and social potentialities of loca l 
community groups•

d. The creation of aspiration and the determination .to xmdertalsB 
additional community improvement projects.

3, The objective of Village Improvement Work;~

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

3. P itfa lls  to awoid in Village Development Work:

1, Failing to tinderstand the people

2, To t e l l  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 fo r  the villagers use w ill make the v illa ^ rs  
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 and 
respect of the v illagers.

6. Failing to follow  throiigh on village interest.

7. Failing to get village people to act as leaders

8. Making decisions fo r  the people or trying to force the people 
into accepting a given recommejided practice is not democratic 
extension work.

CWER



9, Becoming interested in and stimulating village interest 
in too many things.

<10. Becoming impaii< .̂nt at the amotint of time it  may reqtiire 
to bring out a sufficient change,

4 , Satisfactions of being a good Village Workert-

a. The v iU a^ rs trust him

b» The villagers believe in his honesty.

c .  The villagers know he w ill keep his promise.

d. The villagers know he w ill help them in any way that he can.

o . The -q-in  flgers can count on his help at any time.

The ultimate success of Nepal’ s Village Development Program 
w ill be when the villagers become e ffective , se lf assertive citizens, 
and Nepal w ill blossom out as a living democracy.

May 8.1959
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SOfrffi EFFECTS OF RECiaiJ CHAHGB IN HURAL I®PAL 
John T» Hitchcoolc*

Geographically the kiogdom o f Nepal may be divided into four r^itaiss 
the arsa o f high peaks and northern plateaaj the h illy  area; the Kathiuandu 
Valley and the lot^-lyir® foreefbed bait boi-dering indlao On the tasis o f 
^firsthand experience, l i t t le  has bssn published about villaga l i fe  in ths 
western h illy  region and nothing about how these villages have responded 
to  recent developments of intensification o f  trade educational advancQSj> 
and govoranent-grtiiaulaied changes, To throv/ scsie ligh t on th^ne oueert-ions, 
thip article  w ill analyze data drawn from a single village in thei t ls  

Ixiils south o f AxmajRuna Hlmal. tspecificallyj I aski What changes have 
occurred in the village and the area adjacent to it  during the life tia a  

thoso who control village affaire? T\*o trends iri.ll ba pointed to  aa 
having special significance for the f^itureo

Introduction and Bad r̂ound-*-
Nepal has msmy features in coiamon with other regions o f  Asia; heredity 

as the isain daterroinant o f  statusj family and kinship as the main sources o f 
securityo Industries are few and much of the agriculturally based eccmomy 
is  character!2sed by small holdings, production for use, and tradi%lMlri
servios relationso Coiainunications are d iff ic u lt , educational opportunities 
restrictsdj! and illiteracy  videsprcado

Despite those eim ilarities? the countiy has remained more '‘traditional** 
than other Asian societies# It has been less affected by modern industrial 
c iv ilisa tion  and by the ideas associated with the Enlightenmeato Nepal*s 
relatl'^ely unchanging tiay o f  l i fe  resulted in part from the mountaiaouB and 
d iff icu lt  terrain bxt ijas primarily due to  deliberate govremiaent policy t^hich 
fostered isolationsffl and coaservatisffl*

The Rana family 5 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 o f Kathmanduj, residonco or 
travel Igr outsiders was almost non«»sxlstent* These restrictive policies 
effectively  maintained a conservative Hindu polity through the early part

 ̂ John T, Hitchcock is  in the Department o f  Anthropology and Sociology 
at the University o f  Califom iaj Los Angels* (This essay, representing 
a preliminary fie ld  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 l i t t le  reported area might bs 
covered in th is issue.)
lo  The research on liiiich this article  ia baaed \ra.s mads possible Ijy a grant 
:^oa the National Science Foundatioao The research, which is  s t i l l  in pro
gress} was carried out in the winter, spring, and fa ll  o f  1961b My wife 
participated in a ll aspects o f the worko We i^ere assisted throughout by Hem 
Bkhador $hapa, and during parts of the work hy Hari Raffl Kanâ  Bihari Krishna 
Shresta, and Kesar i«all Shrestao



of thifl oenturyo Tba refanaiet Hindu socta brought constant proesur© on 
the Rana faffllly for more 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 isov̂ ae In liberalized dlrectlona* But i t  wag not until the ro - 
aumpfclon 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 vlde^ 
spread dismission of judicial* political* and ^onomic reform followed Toŝ 
the Iseuance of a number of gorvemment dlrectlvesc In 1959, with the 
ccMi«try*8 first general election, parliamentary rule was establlshedo 'th e  
king felt It neoesaa}  ̂ a year later to  dissolve Parliament and rule'Slrec-tlyo 
But by this time most of the trends In lli3eral governaent w^re established 
and continued to be encouraged and strengthened«

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

Banyan H il l

In the question posed at the beginning of this a rtic le , I  used the phrase 
"vm age and area adjacent to I t ," The meaning o f "area adjacent'* has bean 
defSbaed ly ay Interests during the course of this study, not primarily cca- 
cemed with change. I mode systematic contacts with groups outside the Tillage 
only Wiea th ^  Impinged on or affected the focal village„ I was concerned with 
Brahmans from nea^/ Brahman villages, for instance, o i ^  In their roles as 
moneylenders or family priests In Banyan HlUo I m®atlon th is in order to  
make clear the limitations of the datao

Banyan H ill consists of twenty-six Magar farmsteads with & population o f 
133* The magar inhabttarrts are part of a racially î ongolold tribe who are 
nuBorous In the hU la scnith of the ^apum a and Dhaulagiri Hlmalso 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, 14agarkura, a 
T Ibato-Burman tongue o

Baqyan BUI la but (me of a xaimber of snail vlll£^es which make up 
Fandera Thua, an administrative division whose unity Is symbolised & Thum 
ahrlne or k o t a In addition to the focal vU lage, th ^ e  are eight other Magar 
villages ranging In elae from nine to thlrtyseven households^ Out o f  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 th e  southern slope of a 4,000-foot rldge» Each Is surrounded tgr 
terraced fields; alU et 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 o f  western Kepalo

Ties of traditional service connect Banyan Hill families with Brahoans, 
Metalwoorkars (elxfey householda), Leatherworkers (thlrty-slx 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  Iceep ordor*, 
Religions I l f s  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 o f local godliDgs 'ay li'/e  
riooo

Most Banyan H ill Magars belong to  two patrlllneagoso The nuclear 
family predocolnates and t ie s  o f laarriagQ connect the families to  other Magar 
Tlllagea within a five-<(jllo radiua* Matrillnaal cross-cousln laarilaee Is 
p re fen ^ o  There la one landless laborer familyo All other families owii land 
and land-<wnlng is  important both econranioally and in tonua of status in the 
vlllagea

Inteneificatlon o f  Trade

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

is a Subedar, brought in a tota l o f Rss29ii6o27 in pensxons»^ At present; 
two men froo the village have civ ilian  Jobs In India and, from time to tlrae  ̂
send small amounts o f money to their wives* Monies from outside the Tbuj!1 
are further augmented by the salaries o f five school teacher^ one Is from 
Banyan HUlo

The sale o f grain brings in some cash from outside but this source does 
not compare in importance with soldiers* shlarles or penslonso Althmgh 1 do
not have data on the Thum as a ^ o le ,  I believe that they would show that
loans are one o f the most importsnt channels by which cash is  brought into
the Thun, At least It  is true in the case o f  Banyan HUl whose wealthles^t
resident, a headman, has loaned approximately Rs 60,000 at ten percent and 
fa ir  proportion o f  the loans were made outside the Thum<> The purchasing 
power which this cash represents acts as a stlnmltts to tradeo

Another factor o f  Importance In this newly mergent cash economy is  
rising prlcaso Teh years ago a commonly used village raeasare (•aathl>of 
m lU «t, paddy, or malae cos<̂ - f ifty  plcea In the spring of 1361, paddy 
and maize were selling for 150 pice, m illet for 100 pice a pathlc And 
th is  was a year o f 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 o f  bajsaar townso A bftsaar town has sprung up fcialf a day*s walk f̂ osa 
the Thumo Of its  six  itoro&, a ll but one were started in the last decadeo 
During this time period, two ta ilors moved to the town and a post o f f ic e , 
police station, and governmentxeponsored health center were establlshedo

Although this town attracts some TĴ uo trade, most o f Pandsra Thum*e 
trading is  done in a small bassaar a few mlmtes walk from Banyan H ill,
The flrat shop was built here twenty-five years ago and three others were 
fttt up In the last twelve years. Some idea o f  the trading possib ilities 
at present are shown by the fact that the owner o f the largest shop (with

Cm  UaSo dollar equa’',s ’'<>60 Nepsil.



an iBvcntory o-C ite /45pOOO) now taiku ot' iiotting o.'j another som*; la’.lot 
noî bo C l J

The largest sailing Items In theeo chops ore cigarottes and clotlzo 
Th© Bosfc popular cigarette is raad© ia Nepal and carried in froci Warai'anghaij, 
a town alsout four dâ 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, eomo ready-aade clothing, and a heavy 
inveetment in cotton clotho Recently added items such as stationery supplies 
for the growing number 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 ootne 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 SjOOOi 
In addition to shop purohasea, cash la the usual medium in livestock tranac- 
tions, interest on loans, and tax paymentSo

To balance the picture, howerver, it  roust be noted that there are wxay 
tratisaotions which continue to be made in kind. The people of Banyan Hi3JL 
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 and 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 s till remains clossly tied to the land. The other shop- 
ke«p«r» also havs fanes, ft«t'the most part m^aged by their wives#

Coneentratlons of Wealth

With increasing poPdssures on the land due to the growth in population, 
the emergent money oconoiny, and trade Intensification come new patterns for 
the connentratlon of wealth In the Thum» In the past, the largest conc©n«* 
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 Brahmw official; the 
secoi^, a Brahnan o ffic ia l's  wldowo

,  . axt on a oar with this widow Is the Maiiar headman of Banyan HlUo 
Inheriting a taxm of five M  of dry land tin this region a is
app«wdUttately a third of an aoro)  ̂ and nine of wet land, he increased
hie totaX tillage ovear 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 H ill and ono with a high level of living,

2a This approxlaation dspeaSs upon measurements t* îch w© aads o f fields
ffarent faimers to  represent a hul o O fficia lly  the hul  is  uot wet~-



produced only ninet,/-two for ^ oC nino., yJ:ile the cam ^ a r i t j ; .
pooreait producod a;>out Live jaur  ̂ for i'amiiy of s9ven« '■ d

How can this rapid acquisitiou of Ijsnd. be eaqjlained? 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 docuraentB# But acotly It i»  
due to extensiva money-̂ lendingo Unlike the wealthiest Tbua BrahaanSj, vhosa 
estates laainljr reflect the emoluraarrts of office, this aotate refleofce a local 
neod for cash brought about by increased trade,, Seme of the larger loane have 
been made to shopkeeperso

However, the major significance of thie rapid e3q>attilon Is it a link with 
the growing pressure on the lando The disappearance of vacant, cultivable land, 
combined with increased population, has pushed more and more faunas below the 
level of marginal productivityo Data from Banyan Hill show that land partition 
among sons has made an increasing number of farms too szuall to meet subsistence 
needs« The raost 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, who has means and ability to lend money. Land and money both flow 
in his directiono This trend is apparent throughout the Thua, among the wealth** 
iest BrahJitans and among 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

Gcaapared to many other villages in the large administrative district to 
which it belongs. Banyan Hill Is not far flrtaa district headquarters* But it  
recently took me two full days with porters to make the trftp and It takes most 
h l l l n e n s  tr&velling light and fast, at least a dayo Now that there is an alre* 
trip in Pokhera, Banyan H ill is only three to four days ftrom Kathmandu. OnM.'-l 
a few years ago, It took ten to twelve days to reach the capital city® I 
mention these travel times to e^lain a situation v îoh may be termed "admlnls* 
trative fadCo" Coramunications are so difficult that lawa v^ich are passed often 
cannot be enforced and, in fact, are sometimes unknown 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 was almost tbtal ignorance of the law 
(1957) which forbade landlords to take over half of the tenants* yield aa rant, 
it  was generally knovm that interest rates of more 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 
c f 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 money lenders take only ten peroent during the 
period the loan runs but at the outset they lend leas than the amount re- 
cordedo In general, the picture is one of rising interest rates with money 
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 o f labor bat those who choose to  disregard 
i t  spoak o f the cu^oisary axaction (profviously called both!) » as sag^ ■which 
means 'Volimtary assistanoQo'' They have also added the practice of providing 
the laborers with a meali bince the u s i^  wage for labor is  food pliis 
(uaually three-quarters to  two-and-a-half rupees per day),  the food payneat 
s t i l l  represerta oRl^ a part o f  what nomally would be due» Labor exactions 
fa l l  aost heavily OB'the lower castes,-soiae o f whom give ae much as forty days 
per year*

Another law which, in recent years, has had a marked e ffect on social 
sti*uotura v/as the edict o f 1924 freeing the alaves, a group knovjn as Ghartio 
The Host meanijagfiil part o f th is law was the right o f the Gharti to jaaintain 
th eir  families intacto Economically» the law bad less effect^ although eooe 
o f  the group have acquired land, kH five o f the ftharti families in the Im'- 
mediate v icin ity  o f  Banyan H ill 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 o f  1949, a panchavat was established in
1952 whose jvirisdiction included Pandera Thom as well as soae adjacent villageBo 
Under the terms o f the act, the ganchayat was eaqjected to  carry out village 
improvements and also was given judicia l povrer in the form o f authority to  try 
some cases and levy fines. Up to th is  time, the dominant p o litica l figure in 
the area has been one o f the headmen and the act has caused no significan shiffc 
in the locus o f powsr© In 1957, the panohavat was o ffic ia lly  discontinued 
as a ju d icia l 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 
activ ity  became especially intense after the establiahioant o f  Parlianentfcary 
Rule and the election o f  a candidate who was given strong local aupporto With 
the exseption o f  these petitions, none o f  wixioh were granted, it s  ot^w 
major activity  was rpa^jijalrrtenaneeo The> paiichayat ceaaed to  function al
together vihen the king assuaad direct rule.

Untouchable Awareness o f  Hew Attitudes

During the course of my stay in Banyan H ill, I  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 What made th is ceremony different frm  the others was that i t  was being 
conducted 1̂ '’ 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 th is booklet the previous year. In the 
bazaar town near Banyan H ill. The ritual articles he was using, other than 
thixigs he could obtain from the loca l houses and farms, had been purchased In 
the Thum bazaar. In a pre-packaged Satya Karayan ”klt" vrtilch came froo Butwalo 
Perhaps qul^e as unusuc.1 as seeing a Hetalworkor o fficiating  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 fir s t  began reading Sanskrit verses for dally personal * 
worship that a ll his children would die I f  he perslstede I mention the Incident 
because It eaoempllfles a dimension o f the new Ideas irfhlch are gaining a fodthoU 
among many o f  the younger Metalworkers, especially those who have served In the 
army.



Thysc! iaeag do not maan that thers is tension, or even very many 
o f  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 home on leave 
who to ll of fines being levied in the Indian anay on those vdio make die- 
crim -̂natione on the basis of untouchabilityo It also is well-itnawn that one 
Metalwrker icho got Into a non4xarldxa Indian battalion attained the rank of 
bubedaTo

Another source of new ideas has been politicians godtlng eloctiono Ho 
candidate made an appeal to the lov castas on the basis of untouchability» 
but a3J. did say there ought to be no difference between hlgh-etatue and 
lov-statuB castes in educational opportunltleso All stated _that this was 
preseat_^verammt-j)olicy» Soon fifter hewing this* ‘lotarviorkers bogon send
ing Bojae children to the local school o 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 was 
asking for fUnds in order to start an organization to help them. He told 
his listffî iers that they were decendants of a god named Blswa Karma« 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, muert 
have thamselves sija:’inkeled with water<> 

j
Despite these new ideas (and they are new, for Metalworkers say aothi&g 

of the kind was discussed In their fathers* time), the I4etalworkers are 
realistic about their eltuiationo One Metalworker said,

W© 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 among this group can best be i»amiBarl2ed 1:̂  nothing 
that the phrase sometimes used as a self or group re:Sto'eiit consists of two 
English words, "technical laan" or '‘technical psoploo"

I did not have as close contact with other untouchable groiips 
• as I did d̂.th the Metalworkers* Those contacts I did have, howevw, 
indicated inuch siiailarity in attitude regarding disabilities associated 
with cajybe* let I believe that, of the three groups. Metalworkers hold 
the ideas with the xaost intensity; and this is bacauBO more of their young 
men sexrve in the anay where they are in deaand as armorerso

I

Magar Social Mvance

In this Thum the most conepieuous change lAlch 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 alvraj'̂ s havo beeo better 
aduoated than Magars, They v«re educated in the btsne fathers or relatives j, 
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 
twic©«*'bom castes o f  India, the Thaloiri and the Ghhetri, the Braluaans have lor.g 
been part o f  the inaling Kepalose e lite . There always havo bean many Bralunan 
o f fic ia ls  in loca l d i^ r ic t  o;Pfioeac Twenty years ago, at a time when no Mager 
held a post above the Thum leve l, five i%ahmans from the Thum held such,office«

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

It is  against such, a background that the change In l^ a r  status Id to 
be luiderstooda I w ill discuss the Increase in educational fa c ilit ie s  now 
available to Magars and the result o f this Increase; how a 14agar headman has 
coHQ to riva l Brahmaai families and, fin a lly , I w ill turn my attention to  the 
indications and causes o f a fairly' pervasive change In the '̂%gar group as a 
wholej>

, Increase In iSducational Facilities

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

Seventeen years ago the Banyan H ill headmanj ^ o  had educated h lm ^lf with 
the help o f  Brahiaan frleside, founded a pathahala In the Thum ba^ar. Two o f  
h is  sons had been iattending the Thum's f t l s t  oathshala* but It was far away, 
and he fe lt  that his section o f the Thuffi should have a schools He provided 
the building and paid the services o f ,  f ir s t ,  one uandlt and then twoo 
Eventuslly, about twenty-five students, were attending, half o f them tlagar, 
h a lf 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 
h is om sons and a few other Magars in his own home. For sane years after 
th is , until 1952, Magar education did not receive much impetus locallyo In 
1932, the headman, with funds he hlaaelf provided and with the help o f  labor 
he was able to  secure, erected a new, larger building, and hired two teachers* 
Including a pandit* to  s ta ff it»  This development was an impoi-tant factor In 
making i t  possible to  found a school shortly afterwards tAth financial aselst- 
ance froa an army-connected source outside the Thum, a development I  w ill con
sider in connecrtion with the Aiay*s education contribution*

Aray service has made a contribution o f long standlng» In Banyan H ill, 
o f  the sixteen men who are now forty years old or older, ten served in the 
British army and, during the course o f  tJ-ielr ser rice nine learned to  read ana 
writeo An army-ooanected source o f  educatltm, important for  the boys o f the 
present generation are the schools o f  Dehra Dun» India^ \1heT9 there Is a 
large GurMia cantonmento There is  a hos1>el there for boye with a relative In 
service, thus making It  possible for a few to go and liv e  cheaply among their
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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 was astabll^xod ly th® 
govern-lont of India for the roseittlement of Indian military porsonneO. who 
had serrsd In World War II > Nepal reoelvad ite share of the fund la 1952 
and the aonoy is allocated a Central Gtwjrdln&tlng Board acting in oo- 
operation vlth Zonal Aidvisox̂  Boards and District Sioldlere* Bo6rd6*<<̂  ^truotare 
v^loh draws heavlljr on ex^servloeoen \^o are elected as representatives tern 
areas of heavy pensioner concentration. Pandera Thtim falls ill thin the Jurl»« 
diction of tha Pokhara Zonal Advisory Board and District Soldiers' Boardo

One of the usee for the money 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* v«lI->&taffBd 
District Soldiers* Board High Sdaool; and four years ago the District Sbldlttrs' 
Boards acting on a petltlcm from Pandara Thvm pensioners  ̂ agreed to pay the 
Eolarles of tvro teachers. At poresent̂  this school has ateaohlng staff of three 
middls-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 We have i»ted that only one literate Bazoran B ill 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 ■Uie anay, 

the
Witb/establiahiaent of the new govermwrt in 1951, education for girls 

was officially encouraged̂  The data on Banyan Hill woaen tho effects of 
this <9ncouragejnent, plus the existence of the local sohode VIhereas none of 
the ninate^ villaga votaen forty o r  over are literate, there are seran young 
girls ^ o  have had some oducation or nov are studying*

Rise o f  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 <nr exoeeds that of any local Brahmans* In the rough and 
tumble of village politics, this headman was able to cow a ll rivalst including 
the most powerful Brahman c llc ^  and three, other Magar headntOQ as well* This 
brought him veil to the fore ^ Itic a lly *  since neither the r io e -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 Thum« 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« I  am grateful to Captain J* SUcond, Indian Embassy» Kat̂ bmandu, for 
information regarding the Post-War Reconstruction Pundo
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Xvrlshao;, Iv-i invaj.yhs against a ea l oating? smelling, 3i'.d[ drinkijag.p "aid 
a strict rsj^inan o f daiV worship ajid purification„ Thla ffliru (religious 
teaohar) haa liad a atrorjg offeot on Brahnijins In the ra{;loa, aoEt. o f whca are 
aeat-«eaters, but ho bae not had much appeal for Wagars, Th© hoa«tiian Iiaa 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 o f 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 admirer̂  These include pllgrlnages to holy spoto, giving 
his vrelght In a mlxtiire of {-old, silver, and copper to BrnĴ 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 
andjr in fa ct, there are aaqy local Brahmans vdth -uhom he will not eat'« since 
they fa il 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 
BrahmaiWIagar relations., There also Is evidence of a more pervasive chaagflfp 
although It s till is  in Its Initial stages* Tlie trend toay be sumiaarlaed In 
part by stating that more Magars have attained some sort of elevating CRit- 
side oonneotlon or at least are securing the means to such ccomeotlone And 
in this conte:d; there are three things of special importance to theeas the 
governiiontj the District Soldiers' Boaardt 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  Imn̂  1s Its 
value in securing governmont eaployiaento As compared with Brahaans, î agars 
in Pandera Thuia are taking greater advantage of this avenue to elevating 
outside connectlon«

The District Soldiers’ Board, because it is a source of both money 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 povertyc^
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 known Irty their t it le , as are t h ^  wlveso They
are respected men in the com̂ iunityo There is even less ambiguity when a aaa, 
as is possible now, returns as a retired commissioned officer lllce Thuja’ s 
CaptaiAo Few decisions of local Importance are made without consulting him 
and his village Is Icnown as ”the Captain’ s village"

5o See John T. Hitchcock, ”A Hepalese Hill Village and Indian 2mpl(^^nt, 
Asian Survey, I , NOo 9 (November, 1 ^ 1 ), 15-20



The local corir^actioii o f most importaiice for the general onjianccaieut o€ 
-Ha '̂ar staudjJDi- with the Banj-an H ill Ueadiuaiio It  in not ao a symbol of 

highast i-5agar .’Attainment that he is  primarily valusd® Hit Brahaujiiissationij 
pertiaps, is  too axoosBivoo The naaee o f 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 awâ  who haâ  
done much to improve his v illa g a ^ ^ s  haDOs most meirbioned Hagars sxo 
asked what member o f  their group they admire n o e t o  But there is  widespread 
agreement that the headiaan, besides >diat he has done to help education Of 
Hagars, has iaad© a helpful contribution o f  a different kijod to their welfare 
and enhanced statureo He has provided them with protection against faroilioe 
which were taking advantage o f them in financial matters, Wealtlxy i'lagars 
were not blameless, but the main source o f trouble vaa a few Brahaansu In 
v illage  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 <aie supptarted lay tha Brahmanso 
The 14sgar Candidate won handily and, although Parliament was 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 th,0 saae time, gave them a sense of their power, at least under an electoraJ. 
system*

Conclusion

These, then, are some of the most marked effects of recent developments 
in this i>02i;ion of western ^epal* an increased monetiaation of the economy
and an enlarged flow of goods froo the outside; a ten&aacy for both money and
land to sojicentrate in fwer handsj goverment-stiiaiilated choages in eduoaticoal 
political, and eoonaaic spheres, with effects frequently much 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, I would select two trends as having special slgnl- 
ficanceo At present there are virtually no landlass families and there is little  
hunger0 With scaae pride the villagers saj%

Ĥiere is no one here who cannot f i l l  his belly<>

Some families eat maise often and rice seld<»i but it is possible, li:st utilising
the land they own, by working for hire? and by borrowing grain or money vrfian
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 One 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 come together vffWi the det^or and an arbitrator, such as a headman, and 
agree to divide a p<Mrblon of his land and perhaps his oattle prc^^ortionately 
among the creditors* But soQething is always left-som e of the livestock, some 
of the land, and a house—so that t!ie family will be able to ccjantlnue as a ‘ ; 
property^oldlng unlt<, ^
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The laclv Of destltuta landless helps to creato a ooixtext In vhich the 

"grass raota danoaracy” the goveiiUBent 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 more pronounced it this area (through the improvfflaentt of trans
portation facilities) rhould bec<a»e a "breadbasket" for the rapidly groidng 
town of Pokharao Orovlng pressures on the land and more oomiQorclalization 
of agriculture will erode the exiffting social controls «hich prevent poor 
yaopan £Vi.naer8 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 owns 
a commercial faxiaing venture in the distant lowlands and it  seems highly 
probable that, In the future, at least one MagaT youoig man 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 necaded to stem the present trend effectively, and 
such action will beccaae especially imperative i f ,  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 aeems likely to oc»ae in 
greatest strength from the M^are, I say this because the general Hagar mImM 
not only seems 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 may be seen most clearly idien 
contrasted with the rise of the MstgaT headman, Paradoxlcalljr, even though the 
headman has made 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 t4agar advance, seen apart ^om the headman, has a somewhat different 
importo Its prime support is foreign military service and Its majca: activity 
is educationo It is typified by ex-soldiers who support the new school or 
participate directly as teachers, and by young men who have been educated 
above the primary levelo Both groups, but more 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, Some Aspects of I»and Refoin in Mep^# 
Nepal Today Press, Kathmandu, 1960o
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SURVEY OF AGRICtJLHJRAL CREDIT AND MARKSriMPSc!PERA.riON IN NEPAL : 
STRUGTURB. OPERATION AND PROBLEMS AND STmJGTDRAL AND OTHER INIER̂  
RELATIONSHIPS BEmEM THEM

by N.B. Shah, Registrar, Coop.Departmea' 
His Majesty's Go-vernment, Nepal,

July 8, 1965

In the very beginning o f this b r ie f survey o f  agricwltural 

cooperation, I wotild like to delineate the borderlines o f  this paper.

As the subject under x^view is  vast and the cooperative movement o f 

Nepal is  s t i l l  in it s  in it ia l phase o f  development, the paper has, 

perforce, to be more descriptive rather than analytical in its  nature. 

Secondly as this paper deals with cooperative agricultural credit and 

cooperative marketing only, a strict policy o f  confining the scope 

o f  this study has been fo llo ^ d  and as such some o f  the related 

aspects o f  agrictiltural cooperation which have a great bearing on 

agricultural cooperation have not been taken to consideration.

Finally, this paper has been prepared as a cooperator’ s approach to 

the problems, possib ilities  and prospects o f  agricultural cooperation 

in Nepal. In a some \ihat coa^licated situation where the Registrar o f  

Cooperative Societies has to present his views with a cooperator’ s 

approach to the problems e t c .,  i t  must be clearly distinguished that 

the suggestions offered here or tlie observation made with regard to 

certain problems which have to be tackled e ffective ly , the opinion, 

the suggestions, and observations are entirely my individual viewa 

and in no way they re flect the o f f ic ia l  policy  already adopted. Thus 

I request you a ll to bear in mind that while the factual statement 

is  representation o f  Departuental a ctiv ities , the problems and their 

suggested solutions are my personal views, a cooperator's views 

towards cooperative problems which need thinking by a ll  o f  us.

Before proceeding with the survey o f  Nepalese agricultural co

operation, an understanding o f  the general features o f  Nepalese econo%.,
1would be desirtfjle. Like several economies o f  emerging nations o f  Asia  ̂

and Africa, Nepalese economic structvire is  also marked with feudal
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characteristics which have lite ra lly  tijisted the shape o f  econon r̂ 

t i l l  very recent past. The rural sector o f  the economy, in particular 

s t i l l  suffers from the feudalistic flaws such as the patterns o f  

Land ownership, the subsistive nature o f  production and the dormant 

stage o f  basic fa c ilit ie s  needed for the intensive type o f  farming, 

tiiat is ,  better fa c ilit ie s  for the transport,better storage and 

e ffic ien t irrigation. This predominant hold o f feudal set up in 

economic l i fe  was the primary and main reason for the complete 

absence o f flourishing independent economic agencies in the nation. 

Thus, i t  gives an idea, as to wliy neither capitalistic organisations 

ba^d on individual incentive nor cooperative or, for  that matter 

any otiier social form o f  institutions, could develop either in 

industrial or in rural sector o f  Nepalese economy. Thus, in brief, 

a narrow feudal structure o f  economic l i fe  has s t i l l  a great bearing 

on the present day Nepalese economy.

Keeping this basic fact in mind i t  can easily  be understood 

as to why the rural sector in general, and agriculture in particular 

forms the backbone o f our national economic l i f e ,  some basic data 

pertaining to the rural sector would explain this obseirvation. Out 

o f  the total population o f  95,87,661, about 80,71 lakhs o f  people 

are involved in agriculture in one form or ti^ other. I t  shows that 

more than 9Z% population o f the country is  dependent on agriculture. 

On the other hand only 32,9/6 o f  the total land surface o f  the country 

is  cultivatable, out o f  which 17,7^ is  already xmder the plough.

I t  reveals that at the most, only 16,2^ o f  the laid can be brought 

under cultivation. I t  further reveals that in future tte pattena 

o f  agricultural development w ill have to be more intensive in scope

contd•,••3



I • G • e

and oriented towards technological advancement. As agriculture 

is  tile greatest single factor o f  national production i t  is  

naturally the largest productive occupation o f  the popiilace.

This in|)re3sion is  substantiated by the fact that 63,51$ o f  the 

total gross domestic product comes from agricxilture and forestry. 

Thus aniong the national resources agriculture has the greatest 

share o f  production.

In spite o f  such prominent place, agriculture suffers from 

the basic maladies which are common to a ll under developed 

countries. These may be sumraed up as -  unscientific and primitive 

methods o f  agricultural operation which lead to decrease in 

productivity, disproportionate use o f  man po^ r in agriculture 

w h i c h  leads to disguised under-employment and also decrease in the 

marginal efficien cy  o f  labour, feudalistic pattern o f  land ownership 

which ultimately leads to a negative approach towards agricxiltural 

development among the farmers and thus makes these activ ities a 

way o f  l i fe  rather than a paying profession. This is  how the 

strongest base o f  HepaJLese economy i f  coiq>arBd to other countries, 

is  weakest in its  performance.

Now that we have en ĵhsisised the vital role and the general 

characteristics o f  our rural sector, i t  may be said in b r ie f that 

Unless the rural econonQr is  su fficiently  strengtliened and 

consdquent changes are brought about in the agricultural fie ld , 

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 2007, i . e .

1951, began to search for such agencies as might bring substantial 

iD^roveaents in rural sector as well as enthuse a zeal for se lf



ia ĵrovBment and economic prosperity eimong the fanners. Naturally 

the cooperative system o f economic actiTities figured prominently 

in their thinking. This led to the establishment o f  Gooperatiw 

Department in the year 2010, i . e .  1955.

Just after the establishment o f  Cooperative Department, a 

multipurpose p ilo t project was undertaken in Rapti Valley in 1956. 

The most in^jortant activity  under the project ms resettlement o f  

landless people, supply o f farm credit and agricultural necessities. 

For undertaking a ll these activ ities in a comprehensive manner, 

organisation o f  cooperative societies was thought to be the best 

method by the project authorities. As there was no legal framework 

d ifficx iltiss wre &ced in organising the societies. To save the 

situation. His Majesty's Goverxment issued an executive order 

whereby societies could be organised until an act legislated for the 

purpose provided for a ll the necessary arrangements. The f ir s t  

cooperative institutions were organised and registered under this 

order.

Thus, unlike the Western com tries where cooperata.ves grew 

out o f  consumers demand and needs, the Nepalese 3oopexative Movement 

has been from the beginning oriented towards agricultural in5>rove- 

ments and the need for  such inproveiwnt was the principal reason 

for the introduction o f  cooperative system in Nepal, This point 

has been very lucidly presented in the preamble o f  the above 

msntioned executive order. I t  reads "As insistent demands are 

being made from different sectors for  working on cooperative lines 

and as in Rapti Valley Developji®nt Project, in particular, there is  

no effective agency otiier than cooperatives to start resettlement

prograffirae smoothly” ....................... ” The fact that the introduction o f

the cooperative system in Nepal was the con^julslon brought about
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by the essential need o f  in ĵrovement in agrlctilture is  explained 

by the above given reference to the preamble.

As the need for agricultural in^yrovement was the dynamic 

force behind evolution o f cooperation in Nepal, agricultural co

operation has obviously been given a very prominent place in the 

whole structure o f cooperative development. This partly is the 

reason for the predominant place assigned to agricultural co

operation and also explains the present set-up o f  cooperative 

development in which more than 90  ̂ o f  the societies are agri- 

ctiltural cooperatives.

With the proDulgation o f  Cooperative executive order, co

operative credit societies were organised in Rapti Valley ajid milk £ 

supply societies were organised in Kathmandu valley. Since the 

days o f  such early beginning in agricultiiral cooperation started in 

1955, much has been done In the following years. At present, i .e .  

by the end o f  July 1964, 1060 cooperative societies have been 

organised in which 42,000 members have been enrolled with their 

own share capital o f  more than Rs.12,00,000. Though the expansion 

may look a b it  swift but when the tota lity  o f the agricultural 

needs o f  the country is  taken into consideration, present develop

ment looks fa ir . As mere concern here only with the agricultural 

cooperatives o f  the country, only these aspects have been analysed 

below.

Before dealing with present position, problems and other 

a ss e ts  o f agricultural cooperation, I would like to explain the 

broad basis o f  classification  o f  cooperative societies in Nepal.

As the ffiovement is s t i l l  far from matured stage, the classification  

has not been made on a very str ic t  line o f  the classification  on
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the basis o f the nature o f activity undertaken. The classification  is  

therefore made on the general outline o f  activ ities which are grouped 

together under the broad heads o f  different types o f  work. For 

example, the whole structure o f  cooperative society have been classi

fied into 3 heads i .e .  secondary types o f  institutions, agricultural 

societies and non-agricultural societies. Under this system o f 

classification , f ir s t  distinction is  structural, that is  on the basis 

o f  the organisational frame work, the cooperative institutitos aW 

classified  into two categories namely primary societies and secondary 

societies. Primary societies are those in which individual mejnbers 

o f  a given area constitute tlie legal body corporate character. 

Secondary societies are such institutions as are primarily organised 

with a view to further the interest o f  primary cooperative societies, 

though in the normal course o f business they may cater to the needs o f  

non member individuals too. Thus, the main difference between the two 

categories is  that, the primaries cater to the fe lt  needs o f  a groD̂ ) 

o f  individuals which coiabines together to meet a common need while 

the secondaries are the associations o f  a group o f  cooperative 

institutions which is  federated with a view to bring about greater 

e fficien cy  in operations and to achieve econony o f  scale.

The structural classification  paves the way for further 

classification  based on nature o f  a ctiv ities . In this regaixi, the 

Nepalese cooperative societies are classified  into two categories 

namely agricultural and non-agricultural. As the name it s e lf  

s ign ifies, agricultural cooperatives are primar^y concerned with 

agricultural a ctiv itie s . These may be producers, institutions, 

agricultural supply societies, marketing societies, mUk supply 

societiegfetc. Thus the major consideration in such dLassification 

is  whether the activ ities o f cooperative society relates to
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agriculture, in its  broadest sense, or these are concerned with 

activ ities which have no direct link with agriculture such as 

consumers cooperatives, cottage industries etc . This classification 

has the advantage o f  distinguishing the whole cooperative movement 

in tvjo major sectors i .e .  agriciiltural and non-agricultural Sector.

Accordingly in the Nepalese Cooperative Movement, agricultural 

credit societies, multipurpose societies, agricultural marketing 

societies, milk supply societies, cooperative poultry societies and 

agricultural farming societies are in the categories o f  agricultural 

cooperatives. The survey o f agricultural cooperation in Nepal as 

presented in this paper is  therefore concerned with a review o f

the activity undertaken by the above mentioned tjrpes o f  Nepalese

cooperative societies.

In the preceding pages it  was explained that the very

beginning o f  cooperative movement in this country was a result o f the

pressing need for ic5)roving agricultural sector. I t  was the 

principal reason that a ll the societies organised and registered 

earlier were agricultural cooperative societies. Since then many 

fold  eiqsansion has been brought aboAt in the cooperative sector, 

but the agricultural societies have retained their prominent place 

in tte movement. I f  we look at their growth o f  last 8 jfiears we 

find that durftng the f ir s t  three years starting from 1956, 

cooperative credit societies were tl:^ only cooperative organisation 

introduced into Nepalese rural l i f e .  Partly because the movement 

at that time was confined to Rapti valley and partly because it  

was fe lt  that the supply o f agricultural credit was the foremost 

requirement o f  Nepalese agriculture. Consequently, cooperative 

credit societies were given the higest priority which resulted in 

turning the cooperative movement almost into cooperative credit



movement* This may be discerned from the fact that 17 credit societies 

were organised in the year 1956-57, 35 societies during 1957-58, one 

society in the year 1958-59. This disproportionate stress on co

operative credit resulted in a rather loose hold o f  the organisation 

on the economic activities o f it s  members. Such development further 

resulted in making the ci«d it societies less e ffective . To check such 

undesirable developments in the fie ld  o f  agricultural cooperation, 

a new policy o f  organising multipurpose cooperative societies was 

adopted in the year 1959-60. And since then nwltjpurpose cooperative 

marketing societies have been getting increased in^jortance and 

therefore instead o f concentrating on only cooperative credit an 

a ll round development o f  different types o f agricultural cooperatives 

has been envisaged.

Now before we go into the details o f different types o f  agri

cultural cooperatives in Nepal, i t  xjould be desirable to have a look 

into the over a ll general position o f these organisations in the 

frame-work o f our cooperative movement. At present there are 1060 

cooperative societies. Out o f  them 990 societies are agricultural 

cooperative societies. The class-wise breakdovjn o f these softieties 

is  as given below :

Multipurpose Cooperative societies -  743 I

Cooperative credit societies -  222

Cooperative mariceting and credit union -  14

Cooperative poultry societies -  6

Cooperative milk supply societies -  4

Cooperative fanning societies -  1
- 2 2 0 _______

The above given table shows that Nepalese cooperation is  

•ntirely agriciiltural cooperative movement. The meiEbership together 

with the financial investn^nt made in these societies and the capital
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attracted by way o f shares have been given below :

Type o f  societies

Multipurpose

Cooperative Marketing 
and Credit Union

Credit Union

Cooperative milk 
supply societies

Membershin Share capital Loan advajiced

30,815 8,06,100 19,58,000

606 1,12,290 5,10,000

8,507 2,62,430 10,04,000

291 6,920 60,000

40,019 11,87,740 55,12,000

The table reveals that the multipurpose societies have greatest 

numerical strength, have the largest share capital raised from menibers 

and have received highest amount o f  loan from the Government,

Now «e take the function and structure o f  these societies. 

Credit society :

These societies are single purpose organisations o f unlimited 

lia b il ity  exclusively in providing credit to their numbers. The only 

activity  undertaken by them is  provision o f credit. Such limitation 

with regard to activ ities makes their iaqpac# rather limited. In the 

years o f beginning o f  cooperative movement in Nepal this class o f  

society was very much encouraged because o f  the unlimited nature o f  

l ia b il it ie s  o f it s  members. This aspect assured that except in extra- 

ordinary circumstances, these societies would not fa il  due to 

indifference o f  roecibers*
*

Multipurpoae societiBa :

As the credit societies could not undertake many essential 

a ctiv ities  needed in rural conununities, multipurpose cooperatives were 

organised. This change in the organisational policy was brought about 

round the year 1959-60, and since then this type o f  society has become 

the most prominent organisation in Nepal, The multi-purpose coopera

tive undertakes such functions as may be required by a rural comiuunity
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Apart from providing agricultural finance, they se ll fe rtilize r , 

agricultural injjiements, supply o f consumption goods mostly the 

necessities o f  l i f e ,  marketing o f  agricultural produce o f  their 

members. Thus, these societies are vdde in scope, have sufficient 

volume o f  business and therefore have greater degree o f  e fficien cy . 

Though sill these activities have not been taken up by most o f  the 

Nepalese multipurpose cooperatives, the structure ho«ever has 

provided for fature expansion in these directions. Nearly a ll o f  

these cooperatives supply agricultural crgdit to their members. 

These societies have been organised in nearly a ll o f  the 50 

development d istr icts .

Milk-supplv society :

This is  a milk producers’ organisation. Those farmers who 

join  together to se ll their milk in collective manner organise such 

society and se ll their milk through the cooperative society. At 

present there are four such societies in Bhaktpur and Banepa. The 

milk supply societies organised their sale o f  milk to near by milk 

collecting centres. Tl:® milk collecting centre pays a part o f  the 

money to farn©rs BKtnbers and retains a part o f money from them on 

behalf o f  the milk supply society.

Marketing and Credit Union

These are the secondary type o f  societies. The organisation 

o f  these institutions needs some m explanation. As there Tjare no 

cm tral agencgr for  financing and as the frequency o f  seasonal 

credit demand began to increase from the societies, the need arose 

evolving sucljiinstitution which may have the advaatages o f  central 

agency and also the benefit o f  economy in the institutional opera

tions. As a result, cooperative marketing and credit unions came 

into existence. The f ir s t  union was organised in the year 1959, 

and since then 14 unions have been organised and registered. The
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membership o f  unions is  con îosed o f  primary societies o f  a few 

individual menibers. Invariably a ll the cooperative societies are 

federated in these unions. The union on its  parts provides loan to 

these member societies. Funds for such loan vsre 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 activ ities. As 

the primary societies do not have enough fund and managerial 

strength to take up agricultural marketing, the union undertakes 

this function. The operational aspect o f  this activity  is  like 

th is . Societies co llect the produce o f  their members and pledge i t  

with the union. Against the commodities pledged the union advances 

loan up to a maximum o f 75 per cent o f  the total value, When the 

member societies request for the sale o f their produce, i t  is  sold 

and after deducting the godown rent, handling and searsrice charges 

together with the money advanced by way o f  loan, the rest is  

i^tumed to the member societies. In this way, the unions are 

engaged in both the activ ities o f  credit as viell as marketing,

A question in this regard may arise as to the desirability 

o f  combining the technical function o f  credit with risky venture 

o f  marketing within a single organisation. The dangers inherent 

in such practice are well known, but some o f  the basic limitations 

forced to adopt such policy . They vgere : (i) Extreme scarcity 

o f  capable persons in the country side to run two different sets 

o f  cooperative organisations, ( i i )  Paucity o f  finance for providing 

two different sets o f  secondary 4«m» organisations, ( i i i )  Ultimately 

the limited volume o f  business in both the spheres o f  credit and 

marketing which limited the chances o f  their separate operation 

to be financially profitable. All these factors consequently led 

to the combination o f  these two activ ities for the time being.
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It  has however been kept in mind that as soon as both the wings o f  the 

union get adequate volume o f business to sustain their own expendi

tures involved, both the wings could be organised as independent 

institutions.

Apart from these major types o f  agricultural cooperative 

societies mentioned above, a few other societies are also working 

in this f ie ld . For example, a cooperative farming society has been 

recently started in Gorkha d istr ict , a few poultry societies have 

been working in Kathmandu valley, a fru it orchard society has been 

registered in Bhojpur. But the total in^jatt o f  these organisations 

is  not perceptible enoug^to deal with them at length. They have 

therefore excluded from the present survey.

The b r ie f narration o f  four main types o f  agricultural co

operative societies shows that at the primary level the societies do 

not have much structural relation because a ll o f  them are conposed 

o f  individual members. But at the secondary leve l, the structural 

relation is  weU knit, for, the maiketing unions are associations 

o f  primary societies. Thus the structural arelation is  well defined.

In the fie ld  o f  management to the relationship is  well reflected. 

Foyfexample, the board o f  directors o f  marketing unions is  constituted 

from the representatives o f  cooperative societies. Thus the union 

which is  federated unit o f  cooperative societies is  actxially 

controlled and seen by the representatives o f  member societies.

The last tier o f  structural chain has just come in to being. 

This ireference is  towards the Cooperative Bank which has been very 

recently established. As this is  the Central Cooperative Bank a ll 

cooperative societies -  primary as well as secondary could be 

enrolled as members o f  this institution. Though the problem o f  co

operative credit unions role in the financing o f  primary cooperative 

societies has not yet been clearly evolved, it  is  however hoped
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that they ijoiild play v ita l role in the investment pattern o f co

operative credit at the d istr ict level.

In regard to the financial 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 d istr icts . Though this pattern has not yet quite materia

lised , I , however, think that this system o f integration between 

different tiers shall ultimately be operative and in my opinion 

this would be the best method o f circulating credit funds from top 

to the lowest ring o f  cooperative organisations i . e .  village level 

cooperative societies.

Another feature worth mentioning here is  recent trend o f 

internal relationship between different activ ities at the higher 

lev e l. This relationship is  reflected to coordinating three 

v ita l economic functions o f  supply, credit, marketing o f  produce 

and supply o f  consumer goods. This is  called link-up in tte 

modern developn®nt o f  cooperative theory. Some o f  well developed 

cooperative unions o f  Nepal are heading towards such link-up o f  

the above mentioned three a ctiv ities . An outstanding exan ĵle o f  

such link-up is  witnessed in the functioning in the Rapti valley 

cooperative marketing-cura-credit union. This union firs t  started 

with the supply o f  credit activ ities and later on took up the 

marketing business o f  the agricultural produce o f  the member socie ij 

t ie s .

Along with marketing activ ities undex*taken now a new 

programme providing essential consumers' goods has been taken up 

with a view to cater to expansion o f  consumers moveiaent, a separate
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wing has been established, although the entire organisation is  

controlled, run and supervised by the board o f directors o f  

marketing union. Thus, while enough scope has been le f t  for 

future expansion o f  consumers' movement as an Independent coopera

tive business venture, adequate coordination has also been effected 

in the working o f  these three economic activ ities -  enough 

instances are discernible to ju sti:^  the statement made above, 

the cooperative marketing union purchases paddy and maize and then 

processes i t  in its  plant and se lls  i t  through the consumers’ 

union at the considerable low prices to the consumers. Such link 

up o f marketing, processing and consumers activ ities is  beneficial 

to a ll tlie three concerned, nan^ly the producers, the consumers and 

the cooperative institutions. Secondly, the marketing union 

collaborates with consumers’ union in securing farming equipments 

a»d other agricultural supplies needed by the farmer members o f 

primary cooperative societies. Such integral approach has o f  cours' 

not been achieved in a ll the marketing and credit Tonions, but I 

hope in years to come, this yould be the general pattern o f  growth 

within agricialtural cooperative movement.

After having reviewed the present position o f  Nepalese 

agricultural cooperation, I would like to draw your attention 

towards some o f  the pertinent problems faced by the Movement. The 

most d iff icu lt  problem which I think is  universal Sor Individual 

and institutions alike -  is  the problem o f  adequate finance. I t  

is  s t i l l  more so in a developing economy which strives to shatter 

a ll  the shackles and embark upon economic development at a ll the 

fronts, paucity o f  finance becomes a i^ally  gruilling factor.

This limitation is  particularly harming the growth o f  agricultural 

marketing which is  one o f  th© most iD|)ortant possible method o f
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increasing th^imral incone together with stabiliaing the price 

spiral in agricultural commodities. The almost non-existent 

natiure o f  seasonal finance for marketing together with a very 

negligible amount o f institutional funds available to the marketing 

organisations almost invariably leads a very large section o f 

producers to the obvious clutches o f  exploiting money lenders#
#

village traders, intermediaries o f  private commercial agencies 

which deals in agricultural produce and other groups o f  exploiters. 

In such situation where a large section o f  the farmers have to be 

faeced to se ll their produce in such manner, the total e ffe ct 

resulting from the lack o f financial resources is bewildaring.

The same is  true in regard to the requirement o f  production credit, 

capital investment needed by cooperative processing units e tc .

The magnitude o f  the problem can be well understood from the fact 

that out o f  1061 societies, 627 societies only have been able to 

get financial resources other than their own. In order to solve 

this problem, manifold e fforts  shall have to be made and a ll the 

possible avenues shall have to be exploi^d. I ,  therefore, 

sincerely believe that the house shall make some very concrete 

and positive e fforts  leading to reasonable solution 4 o f this 

v ita l problems

Another problem about which I have not referred in the 

earlier part o f  the survey is  the problem o f cooperative education 

As we a ll know illite ra cy  is  s t i l l  a ver;  ̂ big problem which is  

affecting almost a ll the walks o f  our national l i f e .  Naturally 

the cooperative sector is  also suffering from th is national 

malady. In the absence o f  even a sufficient number o f  literate 

people at the rural leve l, the requirement o0iaving adequate 

number o f  people have i^asonable knowledge o f  Book-l<»eplng and
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accounts, procedures o f  running the economic operation in a democra

t ic  way and also to have a fa ir degree o f  understanding relating to 

the principles and practices o f cooperation is  stg^gering. Co

operative educational problems when taken together are vast in 

nature and they form an independent subject o f  stody in themselves. 

As we are concerned here with agricultural cooperation only, vie have 

to consider the problems o f education which have particular relevance 

to,and need pertinent application in, the development o f  sotind agri- 

ciJltural cooperation. Educational problems, when seen in this 

perspective, are tliree-fold. F irstly, the problem o f  educating the 

individual producers, the farmer members o f  primary cooperative 

societies and public at large in the benefits and advantaiges in 

terms o f  real economic gains which can be had from the system o f  co

operative marketing. Secondly, after the agricultural producers 

are initiated into the system, they should be educated into the day- 

to-day operations o f  the particular type o f  society in which they 

are interested and which is  in their opinion-most v ita l aspect 

i^garding the loyalty o f  numbers towards societies ultimately lie s  

in the proper selection -  is  auitiable to their economic interest,

StiLch practical education leads to fuUer^rasp o f their societies* 

problems, appreciation o f  its  achievements and also ah awareness o f 

weak spots affacting the organisational frame-work. Thirdly and 

fin a lly , the problem o f educating some o f  the responsible and 

promising cooperators in to the trade and specialised sk ills  

required for successful running o f  different sectors o f  agricultural 

cooperation. This is  particularly true w&h regard to the speciali

zed knowledge needed in running marketing societies, the l^ ou r  

intensive techniques required in operating a farming socisby , the 

managerial sk ill required for running processing cooperatives and 

refined understanding o f  the problems as ii^ll as the issues
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involved in agricultural credit ( its  supply, its  effectiveness# 

rate o f  interest, which should be charged etc.) by the managers 

o f  credit societies and unions.

In order to take up a suitained education comprising a ll 

the three aspects mentioned above, a crash educational programme, 

with widened scope and con^jrehensive in the content should be 

adopted on a mass scale. But this solution is  also subject to the 

availability o f  literate people in adequate number. As I have 

again touched the problem in tte concluding part o f  the sirvey,

I now take up another problem whic^s o f  technical nature.

This problem relates to the economic v iab ility  o f  coopera

tive units in h illy  parts o f the country. We a ll  know that co

operatives, in spite o f  the social contents they have, aXe an eco

nomic preposition in the final analysis. The economic ju stifica 

tion baaed on its  capacity to earn its  own bread should be the 

final test for its  organisation and several activities i t  takes up 

In other words a cooperative society is  a economic unit idth rich 

social content, 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 j'Jsti- 

fying the existence o f  cooperative organisations. That is  to say, 

in simpler form, cooperative ax& not an itespbf granting perpetual 

subsidy rather i t  is  a method o f  business which does business 

and while doing i t  means business.

When the economic ju stification  is  taken as the touchestone 

o f  measuring the successful character o f  cooperatives, a rather 

uncontrollable situation is  confironted in the h illy  region o f  the 

country. The situation is  con^jlicated there because o f  the 

peculiar circumstances operating In these areas. The pectCLiarity 

is  brought about by a combination o f  several physical and econoDic
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factors. For instance, the villages in the h ills  are small economi 

units, generally a cluster o f  a dozen or so families. The mountain 

ecus terrain is  neither very conducive to large scale production 

nor offers much scope for intensive cultivation as the so il is  not 

very fe r t i le . The d ifficu lt  situation regarding transport and 

conuaunication is  accentuated by the almost non-existent roads in 

these areas. Thus the small size o f v illages, low rate o f  produc

tion together with the lack o f transport fa c ilit ie s  lim it the 

chances o f  successful functioning o f  economic institutions. The 

economically tinviable character o f  these organisations aliaost 

always result in a stunted growth o f cooperatives. In such 

circUEB tances, the task o f  searching new means to v italize economic 

strength in these societies becomes very urgent. Unless this 

co^ licated  situation is  properly solved, agricultural cooperation 

in the higher regions o f  this country can not be very successful. 

One possib ility  perhaps could be the concentration o f e fforts on 

developing6nly one aspect o f  agricultural cooperation, suitable to 

lo ca l needs and thereby achieve such a high degree o f  efficiency  

and specialisation as may make these institutions ecoH3i|ically 

viable units. The house may discuss such a possib ility  and bring 

forward concrete proposals.

Another d ifficu lty  faced is  related to the problem o f 

providing technical fa c ilit ie s  to the cooperative societies.

These fa c ilit ie s  include storage fa c ility  and the fa cilty  for 

technical know-how needed in successful management o f different 

types o f  cooperatives. In the absence o f  sc ien tific  storage 

fa c il it ie s , agricultural cooperation receives great set back. The 

farmers cannot hold their stock for  a long period marketing 

activ ities can not be taken up on a large scale and la stly  the

contd..........19
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perishaiJle nature o f agricultu.ral commodities results in a seasonal 

glut in the market followed by acute scarcSgr, This brings in price 

fluctuation. Another aspect o f the problem is  the dearth o f  trained 

personnel having enough technical knowledge to help and guide the 

agricultural cooperative societies. In the absence o f  such guidance 

forthcoming ftom trained experts, societies may sometimes land into 

heavy loss and this might involve the veij existence o f  the societies, 

As the number o f  departmental personnel is  limited and inadequate, 

this problem is acutely fe lt .  These are some o f the d ifficu lties  

and problems faced by the agrictdtural cooperatives in Nepal.

The question may now arise as to what has been done to solve 

these problems? How far these e fforts  have been successful in meetinj 

these problems? In this respect, some o f  the recent developments 

relating to the solution o f  these d ifficu lt ie s , even i f  partially 

are worth mentioning.

The most iiqjortant programme which has been evolved with a 

view to avoid the financial bottle-neck is  the savings programme. 

Under this scheme a systematic and comprehensive drive has been 

launched in the cooperative societies already existing. In addition 

to th is, societies are organised with the particular object o f  

mobilising internal resources and thereby meet the requirements o f  

the local organisation. Under this scheme a note has been taken o f 

the fact that in rural areas capital eannot be forthcoming in the 

fona o f  cash. So, i t  must be created from whatever production is  

available at the rural lev e l. The creation o f capital from local 

products involves a high degree o f  e fficien cy  in marketing activities 

as well as a dynamic and intelligent approach towards the whole 

problem o f  collection , storage and accounting o f  the produce saved 

by the nieiQbers and deposited with the society. A policy  o f
con td ....,20



I « G • 8

organising separate cooperative organisations has, therefore, been 

formulated under which the cooperative savings society -  as i t  is 

called -  Tindertakes a ll such activ ities as are conducive to the success

fu l handling o f the operations mentioned above. The working o f  the 

society may, in b r ie f be stunmarised in the following manner.

A savings society is  organised with a view to save grains -  

or for  that matter whatever commodities produced in the area o f  opera

tion o f  the society -  from the resident farmer members after the 

harvest o f  crops. The collections are made in kind, i t  is  -weighed 

at firs t  in the village in front o f  the farmers and then stored in the 

society godown. The weighed commodities are credited to the account o f 

the concerned members. When the prices matvire, o f  th^^roduc^ is  

sold while Zb% is  kept in kind to meet food requirement which may arise 

in the village by such external factors as draught, floods etc. The 

value o f the commodities sold and the cash received is  deposited with

the society by way o f  share money contributed by the members towards

the capital o f the soc iety and it  is  also entered in the pass-books o f

the members so that they may know exactly the actual amount o f  the

money they have thus saved. On such deposits the members get b% 

interest. From the capital thus ci«ated nearly half o f  the money is 

advanced to the cause ofproduction loan required by the members o f 

the society while the rest is  kept aside for essential but unproductive 

e25)enditures which are generally not covered by cooperative societies. 

Ttose expenditures may be iith er 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 o f  babies. These expenditures can not 

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

be coiqa.led to seek the favours from private money lenders. The
contd...21
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saving society makes therefore such provisions whereby the society 's 

members can fu l f i l l  their productive as well as non-productive re

quirements from the society,6n both the types o f  loans, the society 

charges 10% interest.

With a view to make the fund o f  the society adecjate, a policy 

o f  collection based on the size o f  holdings has been evolved. Under 

this system every farmer has to save and deposit with the society at 

the rate o f  one maund i .e .  82 pounds o f  grain per bigha. I f  the 

farming is  done through the help o f  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 poxmds.

In order to further augment the resources o f  the society 

provision has been made for  government's financial participation in 

the funds o f  such societies, thoughactual involvement by the Govern

ment has not yet taken place in the society. I hope, in near future 

e fforts  would be more in the direction o f such involvement. The 

programme o f savingsdrive has been experimentally Introduced in 8 

d istr icts  o f  Nepaljj namely Jhe^a, Palpa, Ghitaun, Pokhara, Suganza, 

fr is u li ,  Biratnagar, Kalaiya, €tot o f  these d istricts very encouraging 

results have been 3?ecorded in Chitoun and Jhapa. In the rest o f  the 

d is tr ic ts , the programme could not make nuch tead-way either because 

the preparatory arrangements needed before introducing the programme 

was inadequate or because the d istricts  suffered from natural 

calamaties auch as draught and hail-storms (in Pokhara and Syangja),

On the basis o f  the working o f  the past one year some «3q>erience 

has been gained to generalise a few pre-requisites essential for its  

successful management. First is  the educational e fforts  which must 

precede the introduction o f  this programme. Unless the farmers are

fu lly  explained the method o f  working o f  the society and unless they
contd*..22
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are convinced about the ultimate benefit accruing from these institu

tions, enough contribution o f  produce can not be ejcpected from them.

Educationeil drive, therefore, must precede the actual savings 

drive to be undertaken. Secondly, the problem o f  storage fa c ilit ie s  is  

a national problem. This problem acquires s t i l l  more in^ortance in 

the context o f savings programme. Because, in absence o f  sufficient 

and sc ien tific  storage fa c ility , even those farmers who are convinced 

o f  the benefit o f 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 gureas -  Jhapa and Chitaun -  where a reasonable 

number o f  godovns were at the disposal o f  the society. Finally, as thi^ 

programme is  entirely voluntaiy in nature, the producers can in no way 

be compelled to save except by pursuation. This voluntary aspect 

naturally lim its the scope o f 100$ contribution by the members o f  

society. To eliminate this snag, educational programme again acquires 

great in5)03rfcance, This limitation however cannot be avoided as the 

whole structure o f cooperative movement and the very best aspect o f  co

operative ^ i r i t  l ie s  in the fact that this is  a voluntary s e lf-  

governing movement.

Thus, in b r ie f the future development o f  this programme wiH 

rest on successful ia^jleiaentation o f  three things, namely, education 

among the farmers, storage fa c ilit ie s  and successful handling o f  the 

activ ities undertaken by the society, particularly in the f ie ld  o f  

marketing, by those who run the day-to-day business o f  these organisa

tions.

Another fie ld  o f  activity  in which increasing attention is  now 

being paid is  the pj?oblem o f  cooperative education. T ill now w® have 

been tackling this problem at two leve ls . First the training o f  personi 

who are posted by the Department in different development d istr icts

contd....2S
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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 

movement, this aspect o f  education was o f  paramount ii^ortance. 

Gradually, as the Government sponsored programme is  turning into a 

liberal self-governing movement, the problem o f  educating non-official 

sector o f  the movement is  gaining increasing in5)ortance. Keeping this 

development in view and being fu lly  aware o f  its  importance, vq have 

embarked upon educating the non-officials o f  cooperative societies 

since the last two years. Under this programme intensive practical 

training o f  short duration is  given to the members, directors o f 

secondary societies and the potential cooperative leaders at the 

d is tr ic t  level. The method adopted is ,  seminars, on-the-^o»t 

training programme and group discussions lasting from 3 to 6 s.

As in the earlier part o f  the sirvey ye have seen the ii^ortance o f  

cooperative education for people involved in the activ ities o f  

different types o f  societies, this problem shall have to be 

given sustained attention and tinremitting e fforts . With this 

aspect in view we are starting refresher's training coxxrse for the 

non-governmental o f f ic ia ls  o f  cooperative societies. This course wHl 

last for a period o f  3 weeks and during this time the participants 

w ill be given theoretical education regarding cooperative accounts 

and book-keeping and practical down-to-earth education regarding tte 

day-today problems activ ities and tfifficu lties  o f  cooperative 

tioeieties.

Antbfaer fie ld  o f activity which has engaged our attention 

at the moBtent is the problem o f balanced growth o f  agricultural 

cooperative with special reference to the supply o f  agricultural 

cred it. We have already mentioned that quite a la r ^  number o f  

cooperative societies have not been able to receive agricultural 

credit fo r  production pui?poses a direct relation beti^een the supply
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o f  credit and its  impact on increase in production has not clearly 

emerged. Furthermore, in the absence o f regular agricultural 

supplies, technical guidance with reference to inqproved farming 

techniques, introduction o f  inproved variety o f  seeds etc. an 

inqpi^ssive increase increase in production can neither be envisaged.

With a view to solve this situation where the production credit 

needed, is  it s e lf  very meagre and even the supply o f  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 o f  supervised credit has been introduced in the 

aregis where land reforms pTOgramme is  being implemented. Though this 

is  not a tmxely supei*vised credit programme in the con^jrehsnsive 

sense o f  the term -  because out o f  three such societies organised in 

this programme two sociedies do not have the intimate coordination 

betvjeen credit, consunption, marketing and dissemination o f  technicai 

knoviLedge together with constant technical supervision in relation 

to the actual productive a ctiv ities . It  is , however, very close 

to an integral syste-m o f coordinated cooperative development in 

which production, consumption, marketing and ultiiiate increase in 

production are knit together in the very fabric o f cooperative 

structure.

The programme is  experimental and its  existence has been so 

short that nothing can be very positively said, except that i t  needs 

careful attention and supervision for success. As the firs t  society 

o f  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 activ ities in successful manner and 

that the psychological iu^act o f  this process has been very positiw  

an the loca l people. The financial factor is , o f  course, there to 

lim it it s  gradtta»l projection on national scale but as an



intensively run project, this is  boxmd to result in some -very 

interesting experiences which may be useful in years to come. 

Conclusion ;

In the b rie f survey given above, I have tried to give a very 

precise picture o f Nepalese agricultural cooperation with particular 

reference to its  gradual development which it s e lf  is  veiy short, its  

present position, th^problems and d ifficu lt ie s  faced, the efforts 

being made to solve them and finally  the possible avemes for its  

developnent, Now, by way o f  conclusion, I wo\ild like to  stress three 

most iu^jortsint aspects on which the agricultural cooperative movement 

shall have to concentrate.

The f ir s t  and foremost aspect is  the problem o f  augmenting 

financial resources. At present this is  being attempted through 

incresod 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 o f  the avTTey, this is  definitely not enough, we shall ti^refore 

have to devise other means for i t .  One o f  the possible ways might be 

the involvement o f the Central Bank o f  tiie country, in one form or 

another in providing cooperative credit. This is  being done In

India, Pakistan, Ceylon, and a number o f  other countries o f  South -̂East 

Asia, Such link in those countries has resulted in a very impressive 

development, I therefore think tliat Rashtra Bank o f  Nepal might also 

be usefully involved in the task o f providing adequate agricultural 

credit, I invite the attention o f  this house towards the suggestion*

Anfltitor related method may be to secxire seasonal marketing 

finance against the godown receipts stibmitted by cooperative organisa

tions to the governjuent sponsored commercial Bank o f  the country, 

namely Nepal Bank Limited, Many o f  us know that in India, tie  State 

Bank o f  India honours such receipts and grants loan to marketing 

societies. I think some sort o f  arrangement o f  this nature could be
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evolved in this country and thereby the acute scarcity o f  seasonal 

marketing finance could b« solved.

Lastly, arrangements like government guaranteed loan in 

r e je c t  o f  the finance needed by processing units, issue o f  

debentures by secondary type o f  societies, might also be effectively  

used.

Second aspect o f  this movement demanding our e ffort is  the

problem o f cooperative education. I tiiink enough has been said in

the preceding pages towaixis the implication o f  this programme.

Now a crash programme o f  cooperative education shall have to be

taken at tiy?ee levels , namely at the village level for  the members,

at the managerial for the directors o f  the secondary societies and

non -officia l managers and secretaries o f  marketing societies,

processing units and such other societies wMch need specialised

sk ills  in their management, and lastly  at the top level the 
o f

training^cooperative personnel, who would assist and guide in the 

operation o f  cooperative societies. We are already giving attention 

to this aspect and I think more and more w ill have to be doM In 

future in this regard.

Third a ^ ect o f  Nepalese agricultural cooperation is  the 

evolution o f an integrated approach towards the whole problem o f  

agricultural development through cooperative method. After a ll 

the basia object o f  agricultural cooperation is  to achfe ve 

over-all agricultural developmient together with financial 

advantages to a ll concerned that is  the producer members, the co

operative societies and the final consuners. Therefore, an 

integral approach o f  intimately coordinating such activ ities  as 

production, processing, marketing and consuHqption shouldbe tried 

to develop within the cooperative sector. This should be the 

fin al object towards which a ll our efforts should be channelized.
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Steps have been taJcen In this direction by coordinating credit 

with marketing, by linking up o f credit, marketing and congaraers 

activ ities at the secondary level (in Rapti valley) and by 

evolving supervised cooperative ci^dit programme in Jhapa. On 

the basis o f  experience gained from these atteit5)ts and 

integrated agricultural cooperation w ill finally  emerge in Nepal 

The foundation for such development has been la id  down and I 

hope we are on the right path o f  attaining this cherished 

object.

Finally, I think oiir combined efforts w ill pave the way 

for sound cooperative development in which task, a ll o f us 

assenibled here, axe intimately involved. May I also hope that 

the deliberations o f  this house and the practical suggestions 

coming from our practical experiences in the fie ld , w ill lead 

to a strong, healthy and se lf sustaining agricultuiul cooperative 

development.
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The writer on detail fran tfie‘ Farmers Home Administration, US Depart

ment of Agriculture, served as an Agricultural Credit Advisor with. USAID in 

Nepal for,about eight weeks. It  must be recognized that fu ll ard detailed 

analysis could not be made of a ll the credit problems and needs in the 

limited time available, l̂ Iy assignment■ was to study and analyze the credit 

needs and problems, make recanmendations foi> improvement of credit ard 

cooperatives. The recommendations made herein are based on findings from 

interviews with HiW and American officials> local leaders, d istrict and 

village cooperative society leaders, farmers, land-owners and farm workers 

plus general observations.

A total of thirteen villages with cooperative societies representing 

hundreds of farmers, several marketing unions and three craft societies 

were visited. In addition a conferenpe of thirty cooperative society 

secretaries from the Kalaiya area was attended. Discussions with these 

o ffic ia ls  provided considerable information which reflected the problems 

and .needs of large numbers of farmers in that area.

Special appreciation is  extended to Dr. James S. Hathcock who has 

spent five years in Nepal and has become well informed on the country, the 

people, the problems and general econanic situation. His close association 

and. unusual interest in this credit study made i t  possible,to cover a greater 

area in the limited time available than might normally be possible.



This report prcfvldes for  the establishment of a Supervised :i,gricultural 

Credit program of direct Government loans in Nepal to supplement cooperative 

credit services.

Lien ard mortgage laws to cover chattel and cooperative security are 

reccnunended to facilitate ani expand cooperative credit as well for direct 

Government 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 a ll types of agricultural credit 

loans is suggested.

GENERAL SITUATION

Beginning withPY 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 has been to provide funds to 

these cooperative societies/unions for loans to members thereof for crop 

production and other econonic purposes. About §00 cooperative credit 

societies have been established since USaID has made funds available for 

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

the number of farmers assisted has been anall and the lending policies quite 

restrictive. A policy of "concentration rather than scatteration" has been 

followed since FY 1961. A total of twelve districts have now been selected 

for  intensive development and thirty-three for less intensive developnent.
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The difference in these two classifications is based on the number of 

personnel assigned, amount of loan capital, number of societies and the 

establishment of cooperative marketing cum credit and storage fa c ilities .

Trained personnel consists of fourteen inspectors and sixty-eight 

subinspectors assigned to Panchayat Develcpment district headquarters.

They receive training at the Rural Training Institute at Rampur.
• r • '

During my firs t week in Nepal the Agricultural Reorganization Act 1963 

was announced by IIiG but details were not known for some time. It was 

decided that field visits should be made' to observe present conditions.

This Act provides for dividing land owned by large land owners among tenants 

and the landless where individual- holdings would not be in excess of 

adequate ecQnomic farm units. . This Act also provides that three Districts 

be. selected as. p ilot d istricts. Jhapa, Palpa and Chitwan districts were 

selected. These are now being served by cooperatives but It is  not known 

whether.additional credit institutions will be established in these districts 

or not. Field visits by this writer indicate that the Credit, needs are being 

fa ir ly  well met in the Chitwan district. It has not been learned whether 

personnel w ill be taken from existing cooperative personnel or additional 

people recruited and trained for this purposes.

It has not been possible to ascertain whether or not MG intends to 

make direct loans fron the Cooperative 3ank now being established. A study 

of the specific sections of the cocperative Bank Act would iixiicate the 

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

policy indicate otherwise so the bank may not be fu lly  a cooperative 3ank.



Tke Bank Act provides that MG will subscribe 51% of the stock giving 

preference to cooperatives for the balance. Under this arrangement the 

member cooperative Institutions cannot eventually own the parent institution 

which is generally the objective of cooperatives. The Bank Act gives 

considerable latitude and flex ib ility  to the Board of Directors in outling 

Bank policy which is good.

The Cooperative Credit Bank will be capitalized at Rs. 50,00,000 N.C.

It w ill likely be necessary to increase this capitalization to permit new 

cooperatives to buy share capital thereby making them eligible to borrow 

from the Cooporative Credit Bank.

.OBSERVATIONS

1. There is deep desire and recognition'by HI'IG for  econcsaic development in

Nepal particularly to imprdve' and Stimulate the agricultural economy.

The Agricultural 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 land owners who demand such unreasonable shares of the farm 

income that incentives and progress for tenants become limited. The 

landowners also serve as the primary source of credit exacting usurious 

interest rates. The fanners are and have been exploited under these 

circumstances.

2. The attitude and temperament of farmers generally is  favorable and

conducive to development. Considerable enthusiasm for credit to

increase production and improve living conditions was noted during 

field  visits. Farmers seem to recognize the impact which increased



capital would have on their operations. Their attitude to repay loans 

appears good i f  they know there w ill be no grants or subsidies. At

titude and performance may be two different matters but understanding 

can improve results. Any grant program administered with a loan program 

in Mepal would be disastrous to sound credit. Interest and enthusiasm 

for cooperatives is spreading more rapidly than the capacity and re

sources to meet the'needs of present and potential members.

3. Present credit sources are much too inadequate to finance the needs of 

the agricultural econaay. The need and demand for medium term (18 

months to 7 years) is presently one of Nepal’s great need.

4. The present policy of concentration rather than "scatteration" in 

developing cooparative societies at the village level is a most 

fortunate approach. Progressive development w ill result in a more 

sound program and the errors made w ill not be as damaging. Even under 

this policy seme loans received frcan HI'B were too l it t le  and too late.

5. Collections received by MG from cooperative societies have not been 

reloaned as fu lly  or as quickly as they should be fo r  maximum service 

to farm families.

6. Irrigation development in certain areas would tremendously increase 

farm production when coupled with fertilizers, credit and improved seed.

7. Availability and distribution of such farm supplies as fertilizer, 

equipmont, improved seed etc. is restricting agricultural improvement. 

Gxioperative societies offer some soluticn but timely delivery in 

adequate amounts is badly needed.



8, Personnel trained or experienced in technical agricultuire and agricultural 

credit is seriously limited. Cooperative inspectors and subinspectors

in general seem lacking in agricultural training and the vigorous 

leadership ability needed to implement a solid credit program.

9. Flexible lien or mortgage and recording laws are lacking. Prevision 

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.

10. Landless people are unable to borrow from anyone except landlords and 

money lenders at exorbitant interest rates. They can borrow up to 

Rs, '200 from cocperative societies providing they obtain two sureties 

which is d ifficu lt to arrange. Consequently they remain undercapitalized 

and have insecure tenure.

11. Foundation exists in Nepal for an active and effective agricultural 

credit .program i f  funds, trained personnel and favorable legislation 

were available,

12. It was interesting to find that cooperative society leaders in villages 

around Kalaiya estimated up to 80̂ 5 of the farmers owned sccie or a ll of 

the land cultivated. However the situation in the 3irgunj area was 

considerably different since it  was estimated that fron 50%-60f> 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 i f  adequate credit were available 

at reasonable rates and terms.



PRESENT SOURCES CF CREDIT

The primary sourcos of credit presently available to nost fanciers in 

Nepal have been the landowners, merchants and individual money-lenders with 

interest rarely less than Z5% but 30  ̂ to 50  ̂ being more common and occasion

ally higher. Agricultural credit fron banks is vir]iually non-oxistant.

The cooperative movemont has just begun and 400 village level coop-rative 

societies have obtained loans fron ffi'E for local level lending. These 

societies service only a small fraction of the total farm population and 

are very selective. The loans are even too small for many of their own 

nembers. It is the policy of cooperative societies to lend only for crop 

production purposes on a short term basis in most cases. A very few medium 

term loans have been made. 'The loan policy is extrenoly conservative and 

security requirements are unusually high. In practice the lending policy 

amounts to l it t le  more than dividing the total annual allotment of funds 

among members instead of applying basis crodit principles. The legal and 

administrative structure for multipurpose and credit sociotioB han been 

very soundly organized and established by law. Lack of experience and 

resources in administering this program is evident. i/Jhen more experience 

has been gained and local people arc able to increase their investment and 

membership increased, farmers will likely be more adequately served by co

operative credit. ' Credit specialists will then be required. One realiable 

Source stated there were many farmers who did not have sufficient funds to 

join the societies. There is also some reluctance by farmers to invest their 

limited resources in the cooperatives without assurance of loans.
There are no organized agricultural crodit institutions for real estate 

loans' in Nepal. The Cooperative -3ank is in the early stages of develcpment 
so there nay be some plans to also institute real estate fimncing but this 
has not been made clear.



RECCKiSNDATICWS ' '

THE PR0PC6ALS IviADE HEREIN ARE PREIaRILI DIRECTED TCW.̂ ED THE ESTaSLISH- 

>iEi'IT OF SUPERVISED AGRICULTTJR.iL CREDIT WITH DIRECT GOVERMiENT LOANS AM)

TaURD STREI'̂ GTHiNING TJffi SERVICES WHICH CREDIT COOPĴ RiTIVES C;iN REi®ER.

3CfTH SHOULD C0OTRI3UTE TO TI® BROAD OBJECTIVES CF THE AGRICULTURiL RE- 

ORGaÎ IZaTION ACT, 1963. SINCE THE DETAILS FOR THE B4PISi''iSNTATI0iJ OF THAT 

ACT ARE NOT KNOWl'I, THIS REPORT IS ,NOT SPECI?ICALL! .-iDDRESSED TOWARD PRECISE 

details of TH.iT ACT. THE RECQ4IEiDATI0NS WHICH FOLLOW ARE MCRE CaiPREHE?TSIVE 

TÊ N CAN 3E miEDLATELY ilPIEi'dSNTED 3UT THEY ARE SU3>IITTED TO PRO/IDE A 

FRArEWOiK ON mCH TO 3UIID A SUPEK/ISED CREDIT PROGR;̂ ivi AND STRE:IGTHEH THE 

P̂ ŜSKT COOPER-iTIVE CREDIT SOCIETIES Al'TO AD/iII'IlSTRATION. ALL AREAS OF SERVICE 

CANNOT 3E ESTABLISHSD AT THE OUTSET 3UT A PILOr PROJECT CaN 3E EST-3LISHED 

AT THE VILLAGE LEVEL. FIRST PRIORITY SHOULD 3E Gr̂ rtlN TO CHATTEL LOaNS TO 

i'lEET SHORT AM) î EDIUii TERi<I CREDIT DEiviAIJDS. 

lEGISLATICN

1. It is recommended that 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 ag not to be in competition with other bonafide 

and reasonable credit sources. Government credit of this type should 

only be used when all other reasonable credit source's fa il to provide 

suitable and adequate credit.

This credit institution should, be authorized to make loans to those 

who (1) have a fann background, high integrity, and. either training or 

farming experience which the institution detennines is sufficient to
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aseure reasonable prospects of success in the proposed farming operations,

(2) w ill become operators of not larger than family farms and (3) are 

unable to obtain sufficient credit to financc their actual needs at

reasonable rates (not to exceed 10%) and suitable terms from bonafide
i

cooperative or private sources. This institution or agency should 

SUPPIZL''rJNT 3UT NGff REPKs.CE other legitimate private or cooperative 

credit,

(a) For the purposes of such an act and for the administration of 

assets the chief administrator may assign and transfer such powers, 

duties, authorities, and assets to subordinate agents or to a 

separate credit subsidiary or institution or department for 

administration to cariy out the provisions of such program i f  

necessary.

(b) The institution or its delegatee may administer these powers and 

duties through district or village level offices as it  determines 

necessary and it  may authorize an office to serve more than one 

village.

(c) The institution or .its delegatee is authorized and directed to 

appoint a local committee of three in a village, or villages at 

least two of whom are family farmers. The committee appointments 

shall be for a term of three years except the firs t  appointments 

for any new committee shall be for one, two and three-year periods 

respectively so as to provide continuity of committee membership.

The committee shall meet on ca ll of the agent for the institution

■■ or its delegatee.
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(d) The institution should be authorized to mako loans under this 

legislation to buy, enlarge or improve farms including farm 

buildings; for land and water development, use and conservation; 

to establish and carry out conservation practices; to refinance 

existing indebtedness where necessary and pay fees necessary to 

close loans. Loans may also bo made for (1) reorganizing the 

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

chasing livestock, poultry and farm equiptunt and machinery

(3) purchasing feed, seed, fertilizer, insecticides, pesticides 

and fam supplies necessary to meet essential fanm operating 

expenses, (4) financing land and water development, use and 

conservation not feasible under the above real estate authority,

(5) refinance existing indebtedness when necessary and (6) for 

loan closing costs.

2. Legislation is  recommended to provide lien ard recording laws that f i t  

various types of loans for collateral purposes thereby increasing the 

borrowing capacity ani the financial soundness of those seeking credit.

(a) A CROP i'lORTGAGE law to secure chattel indebtedness as well as 

current advances fo r  seed, fertilizer, pesticides, insecticides, 

labor, repairs and tractor fuel should be provided.

(b) A CHATTEL MORTGAGE law should bo provided to secure chattel loans 

ard unpaid crop production loans by authorizing livestock, poultry, 

machinery, equipment, trucks and major household appliances to be 

talcon as security. The valid period for this instrument should be 

at least throe years from the date of filin g  or execution with the 

right of renewal or extension. LEG-vL EÎ TFOHCEL'IENT PR0CSDU3ES H-iVE 

TO 32 STRONG ENOUGH TO mKE LIEN UWS EFFECTIVE.



ANY LEGISLATION ENACTED SHOULD 3E KEPT RELaTITELI SLiPIE 

BECAUSE IT IS MP0SSI3LE TO ADwINlSTER A CfEDIT PROGRAii 31 LAW,

Hiunan boings and farms are too variable to f i t  the fixed ranges 

of law. It should merely provido the various authorities necessary.

The operating procedures could be drawn by thpso responsible for 

administering a program of agricultural credit that will contribute 

to the ultimate prosperity of Nopal,

APPROPRIATIONS REQUIRED

Administrative funds for this institution should be provided by annual 

appropriation. Some of the interest collected from' current loans should be 

allocatod for  part o f ‘the administrative cost's thereby dvontwally reducing' - _• 

the annual appropriation for this purpose.

Loan funds should be appropriated separately on an annual basis at firs t . 

As repayments on existing loans are received the funds collected should bo 

deposited in a revolving fund for eventual replacement of annual appropriaMons.

GOOPERATr/E CREDIT SOCIETIES

■ Cooperative societies and multipurpose societies now dispensing credit 

shovild be strengthened by increasing membership to build up capital. The 

present approach of adding new districts to the intensive development group 

each year and upgrading loss intensive to intensive districts and bringing 

new districts into the less intensive category should be continued. In view 

of the limited resources of these societies i t  appears they should confine 

their loaning primarily to production type of credit for  seed, fertilizer, 

labor, insecticides, improved cquipn>jnt, pesticides^ gas and o il etc. When 

capital has been built up sifficien tly  in -ihcse societies they could expand 

their lending to include more medium term credit.
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It is impoJTtant that logislatlon for improved lion laws b3 passed 

to facilitato Iciiding by coopurativos as well as others. The inability of 

cooporativo societios to take crop lions or chattol security as collatoral 

■for loans restricts tholr lending services and deprives borrowers of using 

real estates to secure loans fo r  other purposes,

‘The present lending- policy appears rather cautious. More Gonfidonce 

in borrowers capacity should be. shown and loan amounts increased up to 

realistic liniits in cases where applicants with ability cj.n incn^ase thoir 

incomo with additional funds and an analysis of the proposed farming 

operation shows the capacity for  a. sourd loan-.

• If the recpmmenied lion laws,are. passed,. cooporativo societios may 

consider taking only crop security among the.,better fartaejsfor purely crop 

•production advances. When-additional security seems advisablo, chattol 

socurity.can be taken to supplonont crop lions. Fanners > real estate should 

:aot-be-Utnnecossarily oncumbGrod. for production, type loans,

Cooporativo society officia ls should not penalize members in good 

standing by using the cooperative as a device to force colloctions from 

delinquent individuals since this is a risk of the credit business.

It is recommended that loan ccaamittee should be established to-act oh 

e lig ib ility  of applicants rather than have the entire membership do so 

which is now-being done in many cases. -

An accounting system should be established whereby loan funds-and 

administrative funds aro separato. A separate f i le  or record Should bo • 

made on each borrower as recomiJionded f  or dirfect supervised crodit loans.



Inspoctors and subinspoctors should roceivo considorablo in-soryic3 

training. If arxi when the now and proposed logislation is imploQontod they 

should reccivo intensive instructions and have such instruction reducod to 

writing. All personnel handling noney should bo bonded.
I

Cooperative societios officers wore not in a ll cases maintaining 

rccoids so inspectors or sub-inspectors had to bring them up to date oven 

though the officia ls wore capable of maintaining then. This is indicative 

of the need for part time and later fu ll time employees in- c-o-operativGS •• - 

as business ejipands.

Village artisans being displaced by modern methods might be assisted 

to form cooperatives for village industries supplementing farm income.

A continuous educational program is needed for mombors to loam more 

about the cooperative movemont and credit. Members should understand that 

the direct supervised credit program rocomnended herein is  supplementary to 

their program and is a source of future or additional members who have 

received training in now farm practices, techniques and w ill bo better 

able to handle cooporativo crcdit.

When the assots now administered and supervised by the Department
' ' ■ ■ .0. 

of Cooperatives are transferred to the Cooperative Bank established by

Law No. 47 of 2019, a complete and up-to-date inventory should bo made.

A reporting system by way of liaison arrangement should be established

between the Bank and the Registrar of Cooperatives reflecting amount of

loans granted, the name of each cooperative, and the amount repaid and

other vital information deemed essential.



A aonorandun should be sont out by the Dopartraont of Cooperatives to 

apprise then of the Act For The Establishnont and Managonont of a Coopcrativo 

Bank giving the highlights (£  the act as they affect credit socioties. 

Particular attention should be called to the requironent for each cooperative 

having a share to be eligible for a loan with this Bank.

AD.-IINISTR;iTIQM

SUPSWISED CREDIT

This proposed Agricultural Credit Institution for supervised credit 

should nost appropriately be in the Ministry of Agriculture. This institu

tion should bo established as a section under the Director of the Dopartnent 

of Agriculture, The fu ll resources of the Department of Agriculture should 

bo closely coordinated with this credit progran because supervised credit 

requires a ll available agriculture infomaticai. This credit institution 

could bo a vital vehicle in correcting tho evils and inproving the circum

stances of tho lindloss and othera whoso progress is  restricted by inadequate 

and/or high interest capital.

This agency should bo started on a pilot basis only and expanded after 

qualified personnel is available and tho experience of tho pilot efforts 

analyzed. It should bo confined to one or two villages closely situated 

aM easily accessible. It would fu tile  to attempt the pilot project on a 

d istrict basis. (For example, two or three villages in Jhapa district night 

be selected as a starting point.)

The in itia l staff by necessity of limited available qualifiui personnel 

w ill have to be developed slowly with emphasis on building th3 staff from 

the village level up instead of building an administrative structure fron



tho top down. A Director who will be the Chief Agricultural Credit Cfficor 

(CACO) and a Central Finance Officer (CFO) should bo all thd ccntral office 

personnel required for sonc tine. Stress should bo given to rocruiting, 

training and developing Agricultural Credit Supervisors at the village 

level. The Chief Agricultural Credit Officer should train the ACS and 

spend considerable tiiao in itia lly  in observing field  operations.

The odninistration and responsibility for the processing and servicing 

of individujl loans aust be decentralized to the village level. >Jhen the 

village Agriculture Credit'Supervisor is properly trained, oaxinun authority 

should be delegated to pemit them to properly inplenont’ tho prograc.1 for 

those for whoa it  is  intended.

It is essential, however, that upper level administrative officials 

keep currently informed of activities at the field level with respect to 

loan making, loan servicing and loan fund status. This can bo done by use 

of simple ;xiport summaries, field  trips to villages and by periodic con

ferences with field  personnel.

Field Offices at tho village level should be required to make periodic 

reports routed through tho District Agricultural Credit Officer to tho 

Ccntral Office of the credit institution or department furnishing tho 

following details:

(a) Tho number of applications received during tho reporting period.

(b) The number of loans made and the amount of money involved including 

the value of loans in kind.

(c) The number of applications on hand at the time of tho report.



¥ *—
n. *

Th<? ^ount of, c.aLloctions roceivpd.-and the nunbor of borrowors 

invdLved, , This should bo on a cuaulativo basis since tho beginning

• of. the fisca l year,

(o) The nunbor of borrowors who did not p^y instolaents when due and

tho aoount of delinquency for ,sucb bprrowors,

( f )  The nuaber of fara v isits to borrowors,

(g) The nuriber of activQ loans reported separately by loan types such

as real estate, chattel or production loans,

(h) The nuaber and amount of loans paid in fu ll during tho reporting

. period,

TRAINING EERS0NM:L

Personnel well trained in Agricultural Credit ard’ basic fard nahageaont 

w ill eventually be required to conduct a sound agricultural credit program 

in Nepal. It is recognized that there is presently an acute shbrbago of 

trainined agriculturalists especially in rural areas and very few people 

with agricultural credit training.

To inpleiacnt the Agricultural Act of 1963 two or three graduates of 

Moon Bhawan (Agricultural school) should bo selected fo r ’ specialized 

training in supervised Agricultural Credit at tho U.S, training centers 

in Porto Rico or Hawaii for practical training in conditions sa:aowhat 

siioilar to this area. These trainees should bo returned to Nopal to bo 

enployed at the village level as Agricultural Credit Supervisors (ACS) to 

adninister tho direct loan progran and provide on-the-fam guidance. This 

should bo on a tria l basis in a limited area to detomine tho adviaabiliiy
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J-nd foa s ib ility  of further dcYolping dircct crodit progran to supplcnont 

cooperative and other sourccs of crcdit. It is reccnaerjiGd that the trainees 

spend sonotino observing the operation of several county Famors Hone 

Aduinistration Offices with particular eophasis on the preparation of new 

loans and techniques used during fie ld  v is its . !

Trainees selected should have a fam background of actually having 

tilled  the soil and perfomed other fam duties as a nenber of a fam fanily. 

This is essential to establish the kind of confidence, rospoct and under

standing needed in working vith fanilies who require guidance as well as 

credit.

As the progran grows and now enployoes arc recruited a pre-service 

training progran of two nonths should be given to now candidates. They 

should be trained in a village office by an exporioneed credit supervisor 

aifid through the study of a sinplc course of study covering loan procedure, 

policies and loan servicing. Much of these two nonths should be spent in 

observing the ACS in his day-to-day activities and nust include loan naking 

as well as supervisory activities. After the firs t  two nonths the trainee, 

i f  retained, will report to the o ffic ia l station whore ho w ill bo onploycd.

In-scrvico training should bo a continuous process. Periodic training 

sessions particularly on a group discussion basis where village level 

enployees exch.ingo ideas and experiences and whore supervisory personnel 

can refine, clarify and interpret policy and adninistration to field onploycos. 

This should be applied to cooperative credit o ffic ia ls  also.



Additional in-soryico training should bo conductodby the CACO with 

ACS«s at tho field lovol. The Chiof Agricultural Credit Qfficor should 

spend a cortain anount of his tine ovory year in this area. Ii/hon tho 

progran expands sufficiently and porspnnol boccno available this field 

training should bo done prinarily by District Credit Officers.

District iCxcdit Qfficors should bo trained in farti appraisal for 

roal estate loans.

An agricultural collogo graduate should bo solectod as tho Chief 

Agricultural Grodit- Qfficcr but i f  one with such a training can not bo 

found the next best typo of individual with strong leadership ability and 

aggressiveness should bo soloctcd and given special training in the field  

of suporviSGd agricultural crodit. Ho should bo given pro-servico training 

fo r  thrco apnths proforably in tho United .States whcro ho could be trained at 

State and Aroa offiqo levels to obsorvo progran planning, policy,execution, 

personnel adninistration and overall supervisory tochniquos and activities.

I f  and when Nopal establishes an agricultural ccllcgo the curriculun 

should include the fallowing courses;

1) Principles of Agricultural Econonics 

, .2) .Fam Records

. 3) Principles of. Pam i-'Ianagoaont 

. 4) Agricultural crodit ,

5) Fam appraisal

6) Laijd Econonics

7) Marketing of Agricultural Products

8) Principle of fam cooperatives

9) Money and banking principles.
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To obtain balanced training for students preparing for caroors in agri

cultural crodit basic courses in agronony, aniual husbandry, agricultural 

engineering-ard horticulturo should also be pursuodi

ADiiIi'n;STR.TION OF CREDIT PROGĤ 'I REQUIRES SKILLED PERSOl€'CL SINCE 

IT IS A specialized mRE THE CEiR̂ iCTER, PSRSONjiLITI -iHD TECHÎ IQUES

0̂  THE agent 70R THE lEI'PER ARE AS ĤIPORT.iNT .AS AC.\DSil[C,.PHILOSOPHI AM) 

BACKGROTOD.

village CQ'iilTTEE

A village connittec of three local citizens at least two of whon nust 

be famers will bo established in each village.

JTA's nay be added as an ox-officio ncnibor whon it  is  feasible for 

then to attcrii. Othorwise no one- holding a public, o f ’ ice should be eligible 

for this ceDcdttoo.

The prinary function of this, ccoiaittee will be to doternine elig ib ility  

of loan applicants. Other duties night includc what action to take on 

defaulted accounts, counseling borrowers who are not naking satisfactory 

progress and advising the ACS concerning local loan policies or lin its 

and security requirenents.

Two ueabors shall constitute a quorun. The connittoe shall doteiiiinc 

tho e lig ib ility  of each applicant for a loan based on charactcr, background and 

his ability to cariy out the toms of tho loan. The institution shall 

proscribe rules governing tho procoduro and other duties of tho coiinittoe 

and it  shall deto.irnino rates of ccsQpensation, i f  any, for ccoaittGO uen.
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' Eâ h connittoo honbor appointnoiit will bo' njdo by tho GAGO frco a 

l is t  of tho throe nones subhittod by-tho ?illago 4CS.

The village c emit toe Will not bo vested with loan approval 

authority.

Thd ACS nust bo ablo to dotomine that a sound basis exists for a 

loan Gvon after tho applicant is fbund oligiblo, CoLiiiitteciaon and 

applicants nust clearly uniorstand this policy. However, no loon nay ,bo 

ixado without favorable roccsuijoniation of the, applicant by the village 

cconittce. CoriHiittcos nust bo ablo to nako their deliberations in private 

ard the decision should bo recorded and reported only as a group decision 

to avoid personality conflicts. Ma;Jority rule will gcsvern.

FINANCE AND ACCOUNTING CFFICE

It is roconnendod that a Contral Finance system bo ostablished to 

perfom a ll fisca l and accounting sorviccs including raastor control of 

a ll loan funis, individual loan records and all rocordb relating to col

lections. It shall sorv’G as custodian bf the original Prcoissory Note or 

Bond oxocuted by the borrower as ovlddnco of indebtedness. The Contral 

Finance Office would issue individual stateuents of account annually for 

delivery to borrowers through fie ld  or village level offices.

The Central Financo Qffico must bo staffed with personnel trained 

in accounting pJroccdure’s aiai tochniquds. Chocks nust be issued prcQptly 

when cash is being advanced. This offico nust be ablo to rondor tria l 

balances of a il atf^ounts, periodic individual loan accounts and-other



status infomation noodod by field officos to properly handle loan J.ccounts. 

This office nust bo capable of preparing fiscal reports pericdically (an

nually or soni annually) for uso by adninistr-itive offic ia ls  and by district 

and v illig c  level offices. The Central Finance Office should keep ad- 

ainistrative officia ls infomed periodically on the total loan nakingI
activity for the village and d istrict level officos,

Enployccs handling funds should be adequately bonded.

Roceipt books should be node available for uso-by-the Agricultural 

Credit Supervisor (ACS) at the village level and he should likewise bo 

bonded as well as others handling funds at that level. The original of 

each receipt will be given the borrower, a copy sent to the central finxnco 

office and one copy retained at the village office.

The Central Finance Office should prove noru ocononical and a safer 

custodian of the vital instrunents of indebtedness than a docentralizod 

systen. It has the added advantage of being a single source to propars' 

financial and progran sunnaries of the loan progron for adainistrativo uso 

by o ffic ia ls  changed with the responsibility of directing the crodit progran.

LOAN jvlrlKING

A sound agricultural loan is one that is beneficial to the borrower 

and reasonably safe for the lender. Proven credit principle aust bo applied 

to each loan to obtain vaost effective results. , These principles are 

derived fron experience and training. TIE ANXIETY TO i4aKE a LOaF SHOUU)

IlOr OVEH-RIDE TTE ECOMQvllC JUSTIFICATION FOR IT. Even in a self help society,
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the autocracy'and diseiplino of* a business such as a credit institution nust 

bo- roeognizod' within the conccpt of a. dGnocracy. Crodit aust bo dispensed 

on to ills roquirod by the-lender whose oxporience, loiowlodge ard foresight 

iiiako hi/ii bottor able to prodict or analyze and rocognizo what constitutes 

a sduid loan.

ELIGIBILrrY AND LOiiN .PRlXiESSING FOR.ALL LOuiNS

When a loan application is filed  at the village office, the local agricul

tural craiLt supervisor Qust nako a thorough investigation including reference 

contacts. The fam  or land that w ill bo operated aft-'r. a loan is raodo .B U s t  

bo visited. The application including the infomation obtained on the. 

applicant will then be subuittod t o  a village cccmittoo to detemine the 

crodit worthiness of the borrower. Exhibit A is attached as a suggested 

application fom.

.If tho cooaitt.o considers the applicant eligible, the applicant api 

tho Credit Supervisor w ill noet and prepare a fam  ard hcno plan as a 

basis for  estinating probablo expenses and incoae, agree on inprov;od 

practices to bo institutod, dotoraino tho itons to bo purchased ivith the 

loan and above a ll correct past doficioncies and change those custois 

which have retarded progress, Basic adjustnents are needed in every loan.

A suggested, sinplificd faru plcin is  attachod. Tho farn and hone plan is 

tho nost inportaht docuaont in the loan dockot. It is  the ccaitract between 

tho iendot and the borrowor. It is  tho bisis on which tho loan is approved 

in contrast to conventional loans in Nepal which are usually based on the 

anount and kind of collateral the borrower offers for security. (Soo 

exhibit 3).



Thc purposes for  which loans arc rxidc arc very inporbant. The loans 

should bo nado prinarily for  productivo and nccossary purposes.

CH-lTTBL loans

The following should bo authorizod loan purposes for chattol loans 

in NSPaL: i

(a) Livestock including wator buffalo, sheep, goats, horses and 

bullocks.

(b) Poultry.

(c) i'lachinery and aquipnent.

(d) Seed, food, fe r t iliz e r , insecticides, pasticidos, labor, and 

ouston plowing SGrvicos.

(e ) Refinance existing chattol debts providing other adjustnents are

being aade and sufficient oquity exists in the property owned.

. ( f ) il.xke ninor building repairs when the anount is  too snail to

justify  1 real estate loan.

(g) Build and stock fish  ponds.

Ten.is

The interest should not exceed ten percent and the repayraent 

period for  capital goods nay bo scheduled in annual instalLaents up to 

seven yoars with the understanding thit advance payuents above the 

annu.'.i installnont w ill bo nado in above nomal yoars. A lin it  of the 

total indebtedness for  chattel loans should bo established.

Security

A f ir s t  lien  (chattel nortgage) on productive livestock, poultry, 

uachineiy and oqiiipnent purchased or refinanced with a loan as well



as first lion  on crop financod by the crodit institution nust bo 

roquirod. Û.1 other livestock, nachinory, oquipncnt, and poultry owned 

or acquired by tho borrower should bo secured. This credit instituion 

should fin:mce all tho applicants chattel and crop production needs 

rather than split financing with other private or cooperative crodit 

sources.- However, borrowers should bo required to refinance with 

private or cooperative credit as soon as they have built sufficient 

equity to do so and providing the sources furnish crodit at reasonable 

rates and toms.

To the extent possible loans, in kind should be nade to supervise 

loan fund expenditures to the mxinua. All precautions possible nust 

be taken by the credit supervisors and village connitteo to have 

assurancc that loan îdvanccs arc used for tho purchase of those itens 

agreed upon between tho borrower and tho crodit supervisor. (See 

exhibit C). . .

REAL SST.iTS LHaNS

Real estate loins should include tho following authorizations;

(a) To buy lard,

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

(c ) To provide necessary sanitaiy water and water fa c ilities  including 

structures for irrigation, ditches, t ile  and labor needed on 

individual fam to connect to any group or publicly ox«ied 

irrigation systen.

(d) Ref in-.nee existing debts tb the extent of available equity in the 

real estate.

(o) Provide basic soil treatuent, and conservation practices.



Toms

Tho interest rate on roal ostato loans should not GXGOod oight(8) 

porccnt. A ropaynent schedulo up to twonty-five years should bo 

authorized with a variable payment arrangenont to oncourage- advanco 

payments during the years of abovei nomal inccoo. The naxinuiu loan 

should not excecd tho agricultural value of the farD, doterainod by 

a qualified enployee of tho credit institution. .

Security

A firs t  lion nust bo obtained: on any real estate purchased with 

loan funds and tho best available security on any other existj.ng real 

estate owned by the applicant.

OFFICE RECOIDS FOR LCANS

A separate loan f i le  should be*'set"up• for  each borrower and retained 

in the village office  containing the following:;

(a) Loan application including investigation rep'ort.

(b) Fam and Houe plan.

(c) A copy of the pronissory note with the original copy filed with 

th.. central finance office ^ntil the account is fu lly  paid.

(d) A copy of the loan voucher. The original should be, sent to tho 

Central Finance Office for payaent of loan requested along with 

the NOTE.

(e) Lien instrunents.

(f) Correspondence and running record notes nade on contact with 

the borrower.



•  __

LaiM S FOR S U B D jyiS IC N  CF LiRCE TRACTS (F  UMD

Sinco sovoral lai^o lardholdin^ in Nopal tuy bo purchased for division 

into fanily fa.ru tracts, ono option aay takon to coyor the ontiro tract ard 

tho total tract Survoyod,appraised and sub-divided into-.ocononic units for 

purchase by individual fana fanilio.s. Sach such individual loan can bo taken 

to ' bo hardlod as sepjj^ato real ostato loans as outlined above.

loans to association

Loans to associations should bo authorized to help groups or associations 

of fimors' dovolop systens for irrigation, drainage and/or soil conservations 

uoasuro, \

This should be authorized at a rate of interest of not norc than eight 

per cont and toms up to twenty-five years.

S5RVICING LO-iNS

Eveiy typo of cooperation should bo given borrowers to aaintain the 

individual borrower's accouht in current status. Understanding with borrcwor 

regaiding his ropaynent responsibilities nust be established when tho loan 

is  node. In handling delinquent accounts lender policy should bo as fa ir  as 

possible, consistent with sound credit practices. Pertinent factors in each 

individual case should bo given consideration. Depending on the factors 

in each case doliquent accounts w ill fa ll  dither into the justifiable or 

tho Non-justifiable category. Sottlonont nust be n.Tde on tho basis of tho 

delinquency category.

All delinquent borrcswers arc oa ĵected to  repay a s nuch as possible 

without undue hardship based on thoir inccno.
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The following factors nay be justification  for  extension or forbcannco 

of their accounts.

(a) Illness: Sercre oxtended illness , of the fam^r or his fauily

which has seriously hanpcred present fira  nanageaont practices

and it  appears corrective action is being takeni.
1

(b) Severe and unavoidable attacks by pests, weather, disease or 

aninals resulting in i-iajor crops or livestock losses.

(c) Livestock and crops properly raised taut aarket deuand does not 

pemit sale of the naj or fam  products.

(d) Major loss of incone fo r  the year due shortage of irrigation 

water and it  appears water shortages w ill only bo tenporary.,

The following factors do not provide a ju stification  for  forboarance 

or extension of tiae fo r  repayments on delinquent accounts:

1) Crops not produced duo to neglect in planting or cultivation.

2) Abandoniaont of fam.

3) laproper harvesting of crops duo to nethods used or tining.

4) ainor losses duo to weather, pests, disease or aniaal 

destruction.

5) Sale of najor crops not node even though opportunity to aarket 

crops wis or is available.

6) Excessive fanily expenditures fo r  recreation, ontsrtainaont, 

luxuiy goods, religious festivals or pilgrinagos, and non- 

essential iteas.

7) Unsatisfactory noney nanxgoaent due to undesirable habits 

of the borroTATor resulting in excessive indebtedness.

8) Lack of anbition ani in itiative by the fam er and his fanily.



Bvoiy dolinquGnt Iban should be reviewed with the v il l  igo comittoo. 

Î 3̂J0̂G liquidation is rcconnendod j.s the only alternative to protecting the 

crcdit institution's interests the coUiiittQe and,’Agricultural Credit 

Supervisor should so indicate and forward to the District Agricultural 

credit officer for review. If ho concurs, ho should so indicate and forward 

to the Chief, Agricultural Credit Officer for decision and action. No 

further loans should be processed for the borrower unless satisfactory 

settlea^nt has boon raodo and the village coaaittee rocoixionds another 

loan.

Judgiajnt in every case nust be discrect rath-r than arbitrary. Each 

delinquency :iust be considered on its  own laerits aid fairness applied.



MJO-: STAmRDS ^0̂ . A SOUKD AGRICULTURAL OREDIT ^QGMM.

1. Applicants for any loan sh-vuld be thoroughly investigated as to 

character, farm back'rroimd, training, experience and ab ility .

Prompt action and decisions should be reached and the applicant
I

notified accordingly. Bi.i.siness-like handling; of an iapplication 

w ill have a direct impact on the future relationship with the 

borrower in supervision and collection . Slow and nejTligent han

dling of an application w ill likely  lead the borrower to indif

ference tomrd his respofisibility,

2. Borrowers must ha.ve a respect for debts and fee l responsible for 

paying them.

3. Every loan must be developed on rea listic  farm Bianagement 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 i t  must be large 

enough to properly capitalize him with needed livestock, eouip- 

ment and supplies.

4'. Borrowers must recognize that CREDIT IS NOT INCOME but that 

credit is  another tool to be used to increase production and 

income. Loan funds must 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,

5. Every loan must have a rea listic  repayment schedule keyed to 

reasonably assured income. A system of variable payment where



by borrowers pay more in good years is important. Real estate 

loan borrowers should pay the equivalent of reasonable rent less 

taxes,

6. Equities mu.st-be built by generating enough income to pay family 

living and farm operating expenses and s t i l l  have enough income 

remaining to pay debts and replace worn out equipment.

7. A sound agricultural credit program must insist upon corrections 

of past deficiencies and customs i f  the borrower is to receive 

fu ll benefit of a loan and the lender is to recover the loan by 

voluntary repayments. A clear understanding betvxeen the lender 

and borrower must be established at the time the loan is made.

An unsound loan is a disservice.

8. The credit system including security requirements must be flexible 

and fitted to each individual borrower' s circumstances and loan 

needs.

9. 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 borrower w ill be most effective in fo l

lowing up agreements reached and to provide farm and money manage

ment guidance. Records should be maintained of income and ex

penses even though the ACS has to do the writing.



DEFINITIONS

BOP.ROIilER -  Individual farm operator and his family who receive 

a loan from' a credit institution and is responsible for its  

payment.

B, lEMDER -  The credit institution or agency which furnishes funds 

to the borrower,

FARM UNIT -  Represents the total land resouTces on which the 

borrower conducts his fanrdng orjerations. 

jD. 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, FARM AITD HOME FLAN -  An annual budget join tly  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.

• OWNER-OPERATOR -  The t i l le r  and his family who own the farm as 

well as provide most of the labor and a ll of the management for 

the farming operations.

"TILTER" shall mean the individual and members of his immediate 

familjr who perform the labor functions in actually cultivating 

the land and otherwise producing agricultural products.

".LANDLORD" shall mean the Individual who owns Itmd and rents or 

other\^se makes his land available to the t i l le r  for cultivation.

I .  "TEMHT" shall mean the t i l le r  who cultivates land belonging to 

the landlord.





APPLICATION FOR A LOAN

1. Name of Applicant _____

2, Name of Village ________

3* 'financial STATEI--EKT

What I own 

Farmland

Value

Number

Cattle

vSheep

Goats

Buffalo

Poultry

Machinery_

Other Property_ 

TOTAL

Rs.

Rs.

Rs.
t

Rs. 

Rs. 

Rs. 

Rs.

Rs,

What I Owe 

Dehts on land

Value

Rs.

Debts on Livestock Rs. 

Debts on I'fe.chinery Rs . 

Debts on Living Rs. 

Owed to others Rs.

Rs. TOTAL Rs.

K*  I'hereby apply for a loan for the following purposes;

a.  _______

. b . ._________

c. _________

d. :___ ■ •

5. Applicant Certification

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

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

Signature
or

Mark



6. Comments by Agricult-ural Credit  Supervisor

(Comment on the adequacy of the farm, the applicants reputation for honestyj 

integrity, ability, and for paying b ills ; approximate amount o f loan needed 

and other facts useful for committee action).

7....V illa^  Coiamittee Certification

We have considered the information submitted with this application 

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

certify that he cannot obtain credit sufficient in amount to finance his 

actual needs from other sources.

We also certify that he is a credit-worthy applicant and recomnend 

that he be given consideration for a loan. I t  is our opinion that the 

applicant w ill honestly endeavor to carry out the obligations required 

of him in connection with the loan i f  i t  is provided.

Coiaments;

Date. . . . . . .  ...................... . Signature.............................................

Signature........................... .

Signature................................ .

Note; I f  the Committee does not consider the application 
favorably, strike a line through the certification, 
note reasons under ’ Comments’ , and sign.



• i
FARM plan

Bumî r: o f  BTCOME AND EXPENSES FOR YBflJl . . . .  

CROP ESTIMATES........

• 1

CROPS BIGHAS OR 
ROPANIES

rEEID 
lER UNIT TO BE SOLD ESTIMATED

INCOME
Rs

1
i

Estimated Crop Income; Rs

LIVESTOCK INTIMATES

LIVESTOCK NUMBER TO -BE PRODUCED TO BE SOLD ESTIMATED
INCOl'iE

Rs

Estimated Livestock Income . . .  Rg,

Total Estimated Inoome Rs

ES TINTED OPERATBE- CROPS & LIVES TOOK EXPSMSES

FARM QPERATIHJ ^ TOTAL AMOÛTT BORRG/ED

Seeds Rs Rs
Fertiliser
Stpckfeed
Pesticides'
Veterinary expenses ........ .................... ..........

Insecticides
Taxes
Plowing Services

TOTAL Rs

Family living Rs ........
TOTAL OPERATING EXPENSES Rs Rs

/^apit^ expenditure



I f OAFITAX EXPENDITUIE

ITEM TOTAL AMOUHT BORROWED

 ̂ ..............

SUMMARY

Crop and Livestock income

Other income

Total income . , .

Less operating expenses '

Cash profit

Plus amount borrovred for  
operating expenses

Total amount 
, . available for

paying debts

Rs

Rs

Rs

Rs

Rs

Rs

Rs

lEBT REPAYMEMT

OWED TO AMOUNT TO BE PAID WHEN FROM

Rs

f

total Rs ;



m___  VOUCHER FOR AGRICTJLTIJRA.L SUPPLIES

Voucher No.

PART I

A loan in the amount of R s .________has been made to_

for fertilizer and/or see(i'.

Name of Credit k g e n c j_____

Location

Signature of Authorizing Official

Date

Foot Note

(1) Please describe items on reverse of this form in Part II 

and have borrower acknowledge receipt of the supplies in 

Part IV, Payment will be made on presentation of this 

voucher to ;

Name of ACC_______ ___________ _______ _ ________

At



M

PART II H

Date

The following supplies have been released to_

as authorized under PART I . 

Item Oijantity

1. Fertilizer

2. Seed

Rate

(Name)

Value

Rs.

Rs.

3. Other Rs.

Total Value Rs.

Name o f Supplier, 

Location " "

Signature of Seller,

PART III

Date

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

supplies from _______ _ Valued at Rs._______________ against rsy

loan of Rs._________ _________sanctioned hj t h e _______________________

at ___  _____  o n _______________________________

Witness (in case of Thumb Impression) Signature or Left Thumb Impression



W  ̂MSafe
O  o
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Background ■ *

In seeking a new form of local government administration which w ill 

be well suited to the cultural and historical conditions which exist in

Nepal, His Majesty’ s Government has embarked upon a national program to
1

establish elected local councils or Gram Panchayats. The basic objecti

ves of this program are firs t , to bring into existence competent, legally 

sanctioned;, local government bodies, to which decision making authority may

be decentralized and second, ths'establi&hment of an institutional frameirork
t ;

within v/hich 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 a radical change in the attitudes of the agrarian popalace 

toward their.environment and toward their government. Government leaders 

widely hold the view that "there is no such thing as an inherently poor 

land, there are only poor people," It is their view that development is 

largely a state of mind ;and that the rural people have to develop them

selves before they can change their environment.

The Minister of Develojanent sees the mobilization and developnent of 

the 'human resources' of Nepal as the major task of the government. In an 

agrarian society, where ninety-five percent of the people live at a marginal 

subsistence level, social moblllzsation must begin with a change in the at

titudes of the people toward the external world , for the great majority of 

them do not regard their world as being subject to knowable and consistent 

laws which make it  possible for them to exert control over i t .  They consider



that control over the external world can only be achieved through 

supernatural forces, hence they devote a high proportion of their 

energies to magical and religious practices. Their ’ value system' 

continues to bo goared to \»rhat has been called, "a longrange 

fatalism", that is , the assumption that l i f e  for their grand

children will be about the same as it  is for them, as it was for 

their fathers and for their father's fathers, back through time 

immemorial. So long aS the great majority of the population do 

not understand and believe that they have the ability to alter 

thoir environrient in a positive way through their own efforts, 

economic growth, per se. is not the most urgent problem to be 

dealt with. The liinistry of Develoitoent recognises that the 

Panchayat syst'j'Ti nin.st be 'development oriented* if. it  is to over

come this traditional-passivity of the people.

In addition to the institutional obstacles to change which 

exist within traditional Nepalese society, there is a long history 

of repressioh and indifference on the p^rt of the government which 

has le ft  the villagers apprehensive of officialdom and bureaucracy. 

His Majesty's Government is determined to break, down the barriers 

of suspicion, .ppprehension, and indifference 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 development activities through elected councils of the 

pedple themselves.

By restoring the traditional institution of the Panchayat 

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



villagers w ill be diroctly Involved lii' the processes of government 

in a way which' is neauing'ful to them. By encouraging local initia

tive in Identifying local problems a»d in reaching solutions locally,

village leadership, which is competent and confident, wil|l be developed.
i

The process of local government administration is seen as one 

in which local leadership will assume responsibility for, recognising 

the needs of the comraunity, assessil^ the resources available to ■

meet those needs, assigning priorities in the allocation of those 

resources, and for obtaining external guidance and assistajace to 

meet needs which are beyond the capacity of the community Itself.

I f ,  in this'way, a large number of the rural people caJi be 

involved directly in simple self-help type activities which improve 

their lives, even in very elementary ways, a beginning w ill be made 

in altering their passive and fatalfiStic attitudes toward their 

world. By demonstrating for themselves that they can later their 

environment by a more rational utilization of their resources, they 

w ill open their own minds to the possibilities of change. Apathy 

and poverty, those Siamese twins which constitute the 'law level 

equilibrium trap* of marginal agrarian economies, w ill give way to 

confidence, s^lf-reliance and, in time, perhaps.even moderate pros

perity.

The traditional isplatj-on of the governed from the government 

is to be brpkon down by involving; the; people in goverment. Local 

leaders aro to leam the techniques of self-government, not by talking 

about them, but by experiencing the, responsibilities of self-government.



Through local government. His Majesty's Goverrunont seeks to develop 

stable,- solf-reliant ccMnmunities, capable of assuming greatsr measure 

of responsibility for their own affairs and for the support of their 

own basic humanitrian.and developnental services.

The resources available for instituting this national program 

are not numerous. The■ .principal deficiency lies in the absence of 

sufficient numbers of well trained personnel v/ho understand self-help 

development aiid the techniques of local administration. The second 

main d ifficu lty  lies in the field of: organisation. Support for local 

development requires effective administrative machinery capable of 

reaching o'f’fic : ontly to the most remote areas of the nation.

Personnel .and organization, rather than funds or materials, 

w ill constitute the primary problem,in establishing the Panchayat 

system on a sound developmental basis. For this reason it  is plann
ed to utilize the staff and administrative machinery of the Deisart- 
ment of Villa^ge Development, which has been built up through ten 
years of cooperative effort between the United States and His 
Majesty's Govemaent5 aa the central vehicle for supporting the 

developmental aspects of the local government program,

1 note about the Village Development Service seems relovnnt.
This body of over fourteen hundred development personnel has come 
into existencu during the past decade as an extension arm for a ll 

the tecionical mihistries of His Majesty's Government. When it  was - 
started in 1952, the technical ministries were either non-existent 
or nascent. They were ther<3fore willing, indeed, glad, to have Village 

Development ssrvo as their field arm. Hence Village Development came



to be engaged initially In agricultural, educational and public health 

programs to f i l l  a void. As programs to strengthen the technical 

ministries hr.ve come to fruition and these ministries have establish

ed their own field services, there has been, predictably, increasing 

resentment tmd confusion about the role of Village Devielopment. It 

should be recognised that this latest conflict and hostility is more 

a measure of the success of programs which have sought to strengthen 

the technical ministries of His Majesty's Oovernment than It Is of 

any supposed failure on tl;ie part of Village Development,

Indeed, as a non-taxing, non-repressive, non-punitlve mani

festation of the national government (the first such manifestation 
ever seen in large areas of the country), the Village Development 

Service has been modestly successful. The impact of the Village 

Development Worker upon the rural people has been much greater 

than Is 3 .Gn-arally recognized. Ten years ago no one In the village 

had ever considered that their government had any Interest In their 

de\’-elopnent cand welfare. Through Village Development they first 
learned that their government ' cared*| that it  was concerned with 
their future. Not only have the concepts of self-help and community 
cooperation been introduced! more important, a large number of rural 
people have become receptive to the Idea of change. Thus, though 
much remains to be done, a sound fundatlon has been laid In many 
areas through the efforts of the Village Development Service,

It  is therefore most essential that any prograra to establish 

penaanent local goveiniaent be seen as a logical step forwaid from 
village development. Local government builds upon, and Institu
tionalizes, the concept of participation by the people which was



the foundation of village development. As an organization, and 
as a body of competent personnel, the Department of Village Develop
ment represents the principal asset of His Majesty's Government in 
giving direction to a national program of self-help development.

Also available to the government are the personnel and 
organizations of two other effective administrative bodies. The 
Department of Local Self-Government has had, an continues to have, 

the primary r'eEpongibility for' organization of the national system 
of Panchaya.ts.,. With a central secretariat, zonal representatives, 
and seventy-fi^’-e District Panchayat Supen^'isors, Local Self-Government 
is well suited to provide continuing supervision over Panchayat elec
tions, regulation'l l statistics, records, and to perform a wide range 
of basic administrative duties.

The staff and administrative machinery of two departments of the 
Ministry of National Guidance can also make a unique and vital

contribution to the program. These two departments are presently 
responsible for the organization of the class organizations through
out Nepal, When this important work is completed their primary 
function w ill be in training local leaders. This is a top priority 
need and ona that can be most effectively met through cooperative 
effort I'lbh the Panchayats.

The Minister of Development now proposes that the available 
resources, personnel, and administrative machinery should be brought 
together into a single Panchayat Ministry in order to permit three 
most effective and intelligent use. This Ministry w ill have four 
departments, which w ill, it  is understood, be concerned with



administration, (3evelopin.erit, 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.

Under this ministry, the Panchayats w ill bo formed In four tiers at

the village, d istrict, zonal and national levels, Wlij,h the exception of
1

the Gram Panchayat, which will be elected by direct adult sufferage, each 
sucesslre tier of panchayat members will be chosen from and by the 
members of the next lower tier,- When a Gram Panchayat member is selected 
to serve on the District Panchayat, a vacancy will be declared at the village 
level and a 'by-election w ill be held*- Thus, although National Panchayat 
members will have to serve successively in each lower level firs t , they 
w ill hold office In only one Panchayat at any given time. Having once 
served In a higher Panchayat, an Individual w ill thereafter be eligible 
to stand for election at thqt level without again serving at the Gram 
Panchayat level. ■ ^  ' - •

To date, only the Village Panchayat have been established by law, 
which defined authority and sanctions. Since there Is no tradition upon 
which to base the higher level Panchayats, their establishment w ill be 
a unique step. Village elders, In the historical past, have never had 
binding authority to make decisions which affected the lives and welfare 
of people outside their own villages. At the District Panchayat level 
and above they w ill have to accept broader responsibility than they had In 

traditional society.

To meet the needs of contemporary society, the form of the Gram 
Panchayat -  or council of five village' elders -  has been modified. It 
has-been eHlarged to Include nine representatives, each elected from one 
ward of the village to servo a six year terni. Because of the greatly



Inexeased population of today i t  has been thought best to divide each 

community into nino geographic wards so that each citizen w ill have personnel 
knowledge of the individual who represents him. The terms of the first 
membGrs elacted \iill be decided by lot; thereafter they will serve stag
gered teresw ith  one-third of the members being elected every two years. 
Thus, elections w ill be held at each level every two years.

Under the Village Panchayat Law of January, 1962, the village 
councils aro iiven broad authority to deal with matters of a strictly 
local nature. They are also charged with primary responsibility for the 
■initiation and execution of self-?help activities. These developnent 
activities are to make maximum use of local resources and skills and 
the Gram Panchayat has both the.authority to impose a local tax(equal) 
to ten percont of the .land revenues of the area) and to receive a 
tax rebate from the government (equivalent to ten percent of the 
land revenues). It  is planned that this power of taxation w ill make 
tho -'-illc.gca largely self-supporting in time.

Procodures for the organization ^d coordination of village deve
lopment activities have not been detailed at the present. I t  has been 
proposed that at least one c iv il servant, perferably a former Village 
Development Worker or a Primary school teacher should be assigned to 
serve as Secretary to.each Gram Panchayat. With his assistance, the 
villagers w ill draft an annual program of work, stating the priori
tie s , assessing the local resources available, and requesting such 
external assistance as may be required. Those work proposals re
quiring external support w ill go intially to the d istrict, for consideration 
'by a District Development Committee under the chairmanship of the District 
Development Officer (the former Block Developmert O fficer).



The Minister sees no difficulty in achieving coordination between the 
technical r;iinistric3 c'Jid local government administration, for, in his view, 
their combinGd activities xjill form but a single program at the district 
level and bcicw,

I
I

Once district level approval has been obtained for village activi~ 
ties , external support w ill be financed either through district develop
ment funds (tax rebate) or from self help subsid̂ r funds from the national 
budget. Subsfdy funds from the budget or from foreign aid sources are to 
be kept separate from other revenues in order to impress upon the people 
that such assistance is extraordinary and cannot be taken as a matter of 
’ right’ , It  is hoped that this will spur them to increase, local revenues 
to the point v;here no external support is required..

Relationships between the Bara Hakim and the Panchayats are not regarded 
as a problemo The Zonal Commissioners and District Development Officers are 
already established on a rudimentary basis to handle developmental activites.
As tho Bara Hakim system is 'phased out* over the next three to five years 
administrative powers will be gradually transferred to tho Zonal and the Deve- 
lopmuntal Districts and tho 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 w ill commence soon after the 
monssoon is over. When established, the District Panchayat w ill play an essential 
role in the self-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 critica l 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.





r
Observations

The broad plan put forward by His Majesty’ s Government to 
establish local government and support self-help development seems 

eminently desirable and sound. It forms an essential part of ;my plan 
which aspires to bring meaningful change to Nepal^during the next decade. 
I t  is not, however, a panacea, nor should it  be regarded as a means of 
getting economic development ’ on the cheap.’ Without land reform, a 
change in the tax structure, basic public administration improvements, 
and a broad program of education, local government alone cannot achieve 
the goals set by the gpvernemnt.

This Is, however, a critical field , fully deserving the high 
priority given it  by the National Planning Council, since it  is 
through local government that the mass of the people can bo enabled 
to participate both in government and economic growth. Such economic 
growth is desirable and necessary, but in terms of national interest, 
an increase in the gross national product alone, i f  i t  concentrates 
assitional wealth in the hands of the few who are already ^̂ lealthy, can 
only lead to unrest and political instability. Likewise, education is 
essontio.1, but education, without the institutional forms which permit 
participo,tion and vertical mobility, c;tin lead to pressures for change 
which will destroy the society. Within the next decade, i f  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 Nopal will rest in the hands of the adults xjho have authority in 
the villages today. Development, through self-help and local government, 

is a means of giving then both the incentive to introduce change and the 
sk ills , guidance and resources to successfully bring it  about.



My o'bsGi'Tiatj.ons are, therefore>. a positive bias, since
I regard tuo poLenbiai aenefios of the dovoj-opjaental aspects of the 
Panchayat systec' of local govemiaent to be of great importance. However 
as local govonrnont is concerned almost exclusively with the village and 

district tiers of the Panchayat system, I have not here considered the 

details of Zonal or National Panchayats.

Speci.-'ieally, I would make the following o'hser\’'ations;

A. That rf the Panchayat system is to be successful it  must 

estabj5-shod, with the fu ll support of the Council of Ministers; 
on a uxiifoiE natioiial basis under the direct control of a single.
ministry or agency of His Majesty's Goveiqiment. It cannot be ad
ministered in one manner in some areas and in a dramatically d if
ferent manner in other areas.. Nor can it  be administered auto
nomously with l it t le  reference tp the responsible agency of His 
Majesty's G-overnmeiit. Experience with the Village Development 
program has proven this<-

Bi. inrdsst goals be established for the program. I f
each vi' Ĵ-age panchayat carries out only one small scale deve- 
lopEent activity during the firs t year of the program, but 

carries i t  out under, controlled conditions, this w ill be a 
major achievement,

G« That it  should be recognised that local government, 
like a ll  government, is founded upon authority and that 
authority and power throughout Nepal, insofar as the ad- 
Einjstration of civilian affairs is concerned, is 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



Affaire* Clear lines of authority and responsibility must 
be established i f  future conflict is to be avoided. Once 
local, government is firmly ' institutionalizodJit may be 
merged, for administrative purposes, into the Ministry of 
Home Affairs.

D, That a new Panchayat Ministry (or Ministry of Local Go
vernment) should be created to embrace the training and non
technical functions of the existing Ministries'of National 
Guidance .and Development. Since the traditional authority 
of the Panchayats was limited to the village and since its 
functions were rather more limited in nature than those 
envisaged for the new system of local administration, I urge 
that tliG broader term JLocal Government* be used in place of 
Panchayat when designating a national cabinet post.

E, That the Panchayat Ministry should have three departments 
to handle Panchayat Administration, Local Leadership Training 
and -Self-Help Development. It would appear logical to assign 
the existing Department of Local Self-Government the responsi~ 
b ility  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 rar^e ob
jectives of the national guidance program could be more effectively 
achieved i f  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 
sk ills .

F, That the Village Development program, in its present form, 
should be terminated at an early date. All technical personnel 
now assigned to Village Development should be transfered to the 
appropriate technical ministries. Technical aspects of the Village



Development prograjn should be assigned to the proper minis
tries, I f  such programa are to continue, they must be sup
ported; controlled, and supervised by the technical minis
tries, not by local government personnel.

,G, That, notwithstanding the Minister’ s expressed hope that 
there w ill be but a single developnental program at the dis
tr ict and village levels, working arrangements should be formu- ■ 
lizsd to insure coordination between local government authori
ties and the technical ministires. A regulgir coordination meet- 
int of the Directors of a ll Departments of His Majesty's Govern
ment could serve this purpose i f  each Ministry x̂ ould delegate 
the authority to its Department Directors to make binding deci
sions relating to operational matters. Agreements should also bo 
established setting forth the kind and amount of administrative 
support to be given to the technical personnel of the ministries 
by local government authorities and the technical support to bo 
given by field personnel to .loca l government.

H. That the proposal to attach even one civ il servant to each 
Gram Panchayat Initially, should be carefully evaluated in light 
of overall objectives. I f  Panchayats are to create independent,
self-reliant, and self-governing communities, then they s:hould 
not be made dependent at any stage upon government appointed 
secretaries-cum-administrators. At this stage, single Village 
Development Worker should be retrained to serve as the Local 
GovGrnment Advisor to a number of Gram Panchayats# The 
Minister of Development considers that, as financial and human 
resources become available, personnel skilled in a nufeber of 
useful rural and develojmental skills might undertake a vari- 
ty of tasks at the local level. Records, statistics, revenues, 
land rogistration and the village post o ffice  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 .  That the hope that local government can make the villagers 
totally self-supporting in time is not one which my experience 
leads-toe to believe is well founded. An increase in taxes is of 
limited value i f  tiie tax base remains fixed and the overall pro
ductivity of the community does not increase. In an .agrarian 
societj^j productivity w ill increase only when the faitaers are 
affo-^ded some incentive to improve their crops. This brings us 
back to the land tenure system. Land refom is the sine qua non 

without which the basic structural changes in Nepali society, 
xjbich are essential i f  progress is to made.,, cannot be carried 

oiit. Until these changes are made, a self-sufficient village 
Is likely to continue to be a sub-®arginal village. •

J. That the temptation to impose a uniform program from the top 
downward should be resistBd .at ,^1 costs. I f  attitude change is 
to come, lo c^  initiative must be given its head in the selection 

. of self-help activities. This does not mean that there can*be no 
demonstration or pilot areas, but it  does mean that the hatibnal 
program must be based upon activities which satisfy needs which 
the village people indentify for themselves. The voluntary co
oper,ation of fifty  men in a community project is more significant 
for Nepal than the forced participation of five hundered men in a 
government imposed program.

K, That the authority of the Gram Panchayats to handle Judicial 
and legislative matters should be severly circumscribed i f  they 
are to have stny . chance of carrying out effective developnental 
programs during their early years. Likewise, their povrer to 
tax should in itially  be limited to kind and labor* Only when
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they have had training in the techiiiques of administration 
and when proper procedures have been established should they
be permitted to collect cash.

L. That the central importance of identi:^ing afid training 
voluntary loca l leaders must "be recognised. A national train
ing center for local government o ffic ia ls  and selected voluntaJy 
lay leaders should be established at the site o f the Rural Insti
tute in the Rapti Valley, Training should be given in short 
courses during, those periods of the year when the faimers are 
under-occupied, i .e .  between crops* Not only should such train
ing include simple panchayat law, government organization and 
v illage administration but also a wide range o f useful rural 
sk ills  such as rough planning aJid estimating, basic constniction 
and carpentry methods, timber and stone work, the mixing of con
crete, bridge, culvert and road construction, etc. Peace Crops 
volunteers might well be requested to serve as training sta ff in 
such a national local leadership Institute.

M. That i  selecting boluntary leaders fo r  training, special emphasis

should be placed upon obtaining ex-servicemen, especially those who have

seiyed in Gurkha battalions In India and abro^. Many such persons have

acquired a wide range of developmental sk ills  while in service. They 
also have an understanding of the possib ilities of change, hence are 
potentially excellent 'change agents' fo r  much o f rural Nepal

N* That when technical personnel now attached to the Village 
Development sta ff (JTAs, SEOs, DIPOs, 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 for attaching the 
Gram Sevikas and their Women’ s Training Institute to the Department of 
Local Leadership Training. The Institute might be used as permanent



center for training voluntary women leaders to cariy on the program of 
women's affairs which has been established’by t’he Gram Sevikks over the past 
f  ive year^. ’ The Gram'&evikas> aft’er- sbme' additional training, < should be trans
ferred to the Field Tta;Lning Soction and asisigned to- select and train 
.voluntary ,,lqad,̂ rs at; the-vxll^e. level. Peace Corps Volunteers might be 
used to staff the Women's Institute and to re-train the Gram Sevikas,

0, Recognizing that the formal power structure in the rural areas of 
Nepal is oriented around the Bata Hakim and, notwithstanding the plaii to 

v'jshase out' this o ffice , that he is  likely to continue to be the single most 
influential civilian o ffic ia l for some time to come, all local government 
programs and development activities should be planned with his participation 
and carried out with his suppofii. The Bara Hakim should be named to head the 
District Development Committees even though they might be urged to delegate 
their authority to the District Development Officer. A fundanental r.-.le In 
establishing ldca.1 administration is to work with and through the existing, 
traditional, power structure at the outset, to the maximum extent compatible 
with your long range objectives.

P. That decision-making authority should be decentralized to the 
low-eat, local government body which has administrative competence.
Authority to approve village activity proposals should be vested in a 
District Development Committee to be established In each of the seventy-five 
developmental d istricts, llthough, as noted, the Bata Hakim should be 

appointed Chaxfmari of thdse Gomm'lttees within his admlnists‘atlve district,
•the D1 strict Developilient rOfflcer should. where: posslble, actually serve as 
presiding officer.Membership in this committee should Include a ll senior 

representatives of the various ministries who, ĵ rp seivlng. In the district. 

Senior police and military o ffic ia ls , as well as representatives



o f Health, ikiucation, Agriculture, and Public Works should be included.

In self-help activities the d istr ict  representative of Public Works has a 

major responsibility for assisting Painchayat by drafting and approving 

workable plans for small-scale activ ities . D istrict Panchayat represen- 

tatives w ill also serve on the Committee.

Q* That every ministry having fie ld  sta ff and fie ld  programs should 

be required to  delegate to  their d istr ict representatives the authority 

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

to the approval of small scale self-help type activities of a non-technical 

nature. In the construction of schools, dispensaries, e tc ., d istr ict 

representatives should only give approval I f  the proposed activity Is 

consonajit with the overall plans of the ministry concerned.

R. That aS the D istrict Panchayats are established, a development 

committee from the Panchayat should be Included In the D istrict Deve

lopment Committee. At f ir s t  their role should be to observe and leaim 

procedures as non-vOting members. Later, they should be given fu ll 

membershipf In time, It may prove desirable to Increase the represen

tation of the D istrict Panchayat in the D istrict Developmentt Committee ; 

.and, eventually, as loca l leaders show evidence o f their administrative 

competence, the two bodies may be merged. At this point the ministerial 

representatives would, perhaps, become non-voting technical advisors to 

the semi-autonomous local government body.

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

come from d istr ic t  ta;x rebates and local revenues. It seems probable



that additional funds w ill be required from external sources. VJhore- 

ever feasiblcj locally collected revenues should bo used only for 

develppmental purposes and only, in the areas where collected. Those 

funds,should not be ’ pooled', used to cover salary or administraifcive 

costs of district personnel,:or allocated to other,districts. The, 

national Wc'get should provide funds for the field staff and adminis- 

trative; organi2 ,ation cf ' the: Ministry of Local Goverrment. I f  additional 

develDpmental funds are obtained from the national budget or other 

Sourcosy they should be used, where possible, on a matching 'rupee 

of rupee' basis, to augment-local revenues* It is, vitally important, 

to^establish'a direct casual-relationship-in the-minds of the village 

pebplo. between revenues: raised and: benefits received. ■ -

T. That special developnontal funds to support self-help activities 

should bo tightly controlled by activity agreements between the District 

Development *̂ ommittee and the Gram Panchayats in order to insure that 

the "rillage people are fully aurare of the nature and extent of the 

help afforded them both by the d istr ict and from the  ̂special funds.

U, That in allocating subsidy funds for self-help, effort should 

"bo mjide to injure that the remote i^d"isolated d istrict receive funds, 

not on a'per'capit a basid'ii but oh a basis which w ill insure that, 

regardless of the' cb^t differential in pro6uremont of comflodities, . 

they w ill bo able to carry on a program adequate to the needs of the 

area. Because districts are remote a sparsely populated is no 

reason to disregard themj lride^ ,-it good reason to pay special 

attentiofi to their need;s* ' ' -  ̂ ■ '



V, In self-help development through local government, the need 

to base the activity program upon recognized needs which the community 
itse lf identifies, has been stressed. This is essential i f  the voluntary- 
coopGration and active participation of the people is to be obtained. On 
the other hand, to insure that national resources are used rationally, 
there is an increasing tendency to place reliance upon long range 

developmental 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 w ill be used to encourage 

local initiative and to establish the conditions under which financial 

support w ill bo given to local government bodies. As activities under

taken by local government should be limited almost exclusively to non

technical areas, as conflict should arise between the goals of the central 

government ministries and the progress of the District Development Committees.

W, “That ^ istrict Development ' ômmlttees should be guided In the consi

deration of village activity proposals, by criteria similar to these;

Approval and external support should not be given unless the actitlty:

1 . benefits a wide segment of the population of the village,

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

3 . makes maximum use of local materials and voluntary labor

4 . is sufficiently non-technical In nature so that It can be
successfully completed by the people themselves,

5 . is of such small scale that it  o’an be successfully executed
by the villagers themselves within ninety days.



« •  ' '  • • •
As noted earlier, no activities which'will require ongoing 

support from the national govGrnment should be approved without the 

prior agreement of that ministry through its designated representative,

X, That a major objective of the overall program during the first 

three years should be to train and upgrade the quality of local leader- 

ship to the point \jhere the salaried staff of the Ministry of Local 

Government can be reduced to an absolute minimum. I f  local government 

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 paid advisors on the c iv il service ro lls . ' A determined effort 

should also be made to give in-sei’vico training to the existing 

staff of Village Dovelopment Workers cum Local Government Advjs or, with 

a view to 'selecting out' approximately half of them and assisting them 

to find other enployrient. I f  at the end of three years, there were 

four well trained, effective, and highly motivated local Govemr ênt 

Advisors serving under a qualified District Development Officer in each 

of the seventy-five d istricts, local government would have a much better 

long-range chance for success than i f  there were several thousand under- 

trciined', uri-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 bo 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. Every possible adiiantage should 

be taken of local conditions, practices, and customs. Local initiative 

should be encouraged with a fu ll knowledge that there will be errors



both in judgenent and in practice. Error is inherent in human en-̂ - 

doavor. Through tria l and error we learn. Only be experiencing 

self-governmont can local leaders learn how to organize and control the 

resources of the coamunity for the benefit of the people. On the one 

hand, too high a level of expectation should not be established concerning 

the administr-ativG competence of the Gram Panchayats. Fundamental admi

nistrative roBponsibility for development work should be fixed at the dis

tr ic t  level for the present. On the other hand, it  would be both unrea

l is t ic  and unv;is3  to form too law an opinion of the political skills pos

sessed by village leaders. Because the Gram Panchayats are, in itia lly , 

being elected by a ' shoy of hands’ vote, it  seems very likely that the 

elections w ill serve primarily to re-af.firm the existing, traditional, 

power structare vithln the village. This., howeger, should not be regard

ed as being i/iherontly a bad thing. After a ll, effective local adminis

tration must bo bnsod upon ^  facto power as well as .jure authority. 

Therefore, the support and participation of the recognised leadership 

; in the v ill;ig 3  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 magieal or religious 

authorityj because.of kinship ties; or.simply because, in many cases, they 

are shrewd, Intelligent or energetic human beings skilled in dealing with 

people. VJhatever the reasons, be they ’ democratic’ or ' authoritatian’ , 

they are, for the present, the acknowledged leaders. I f  local govern

ment is to Gvolve through using the strength of traditional society 

rather than by crus.hing i t ,  their participation Is required. This Is 

where you must begin In-Nepal



Mechanics
i i t

Tho actual procedures for giving operational substance to the deve

lopmental pirog tain to be undertaken by the Gram Panchayats w ill, of necessity, 

have to be worked out under field conditions over a period of months or even 

years. There aro, however, certain guidelines which could correctly be es

tablished at the cutset. Taking into account the objective established by
1

His Majesty's Government and'the logistical, commonlcation, and transport 

dlfficultlGb encountered in Nepal, I would urge that control over, and sup

port for the program bo decentralized to the maximum eictent compatible with 

competent administration and the achievement of Its' goals.

Based upon my observations, I would suggest that self-help development 

could be carried out through the Gram "‘̂ anchayats along the following lines:

I , Alter- asfc'ossing the needs of the village', th.e GraiTi Panchayat, 

with the adVico of the assigned Local Govemi.ient Advisor j should prepare 

a Village Activity Proposal for each activity Which it  would like to un- 

dbrtako, Indicating the priority of each (see sample draft of fom attach

ed ) .  This Proposal should Indicate the nature, scale, purpose, location 

and estimated cost of the activity arid should show the amount of time 

which w ill be required for completioh. I t  must also show the nature and 

amount of the contributions to be made by the village and to :be requested 

from the District Develojaiierit Cbmmlttee. Estimates should show the actual 

"goods, materials, arid services to 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 develo^ent projects require no ex-



temal support, the Gram Panchayat should have authority to approve 

, activities which meet the criteria outlined earlier without referring the 

proposal to the District Development Gommlttee. In such cases they should _o 

hovjever, send copies of their proposal to the District for fon^arding to 

 ̂ the Ministry.

2 . All Village Activity Proposals which request external assistance 

should be foivarded 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 

D istrict, the Development Officer should conveneea meeting of the 

Development Committee to consider each proposal in the light both of the 

criteria set forth for approval and the resources available for support of 

development works. Generally speaking, i t  is preferable to approve a 

greater number of smaller activities than to concentrate available 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 throughor.t 

the T/idest possible area of the nation. Perhaps a 'ceiling ' of Rs.1,000 

or possibly, Rs<.2 , 0 0 0  shou,ld 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 Developnent Project 

(see sample draft attached). This Project would constitute an agree

ment - b e t ' ':ho CoTialttee and the individual Gram Panchayats concerned



to undertake specifiq activities along approved lines. Representatives 

of the technical ministries should Insure that approved activities meet 

the basic standards of their ministry before being Incorporated into 

the Project. It Is suggested that each such Project should Include 

a ll the activities to be undertaken within the district during a work- 

Ing polrod of approximately three months. Sonce thlS Is about the time 

available between the planting and harvesting of crops, a single Project 

may well constitute the annual program for many districts.

5. A district Development Project may Include any number of small- 

scale self-help actlvltl'es, but the total value of the external support 

to be provided under one project should not exceed, say, Rs.2 0 , 0 0 0 . Un

less some such limit Is Imposed, projects w ill become too lai^e and d if

ficu lt to administer on a decentralized basis. Just as approval of acti

vities requiring technical assistance caja only be given If the technical 

skills are available In the d istrict, so the allocation of funds and ma

terials can only be made against credits and stocks actually available

to the District Development ^ommlttee at the time of approval.

6 . Funds available to the District Development ^ommlttee from local 

revenues and from the special developmental budget should not be co- 

mlngled, but should be maintained In separate accounts opened In the 

name of the Committee at the nearest Treasury Office or baulking Ins

titution. Approval for expenditure of funds form the developnental 

budget must only be given after the funds are actually available, 

since advance approval agalst funds not yet received leads to d isillu 

sionment, frustration, and resentment on the part of village leaders 

and people. It ^Iso makes a scapegoat of the national government



and defeats a major purpose of the program, i f  d istrict o fficia ls 

are to be given authority, they must also assume responsibility.

7. In every case where it  is economically feasible, support for 

village activities should be in kind, not in cash. The basic commodi

ties required for simple public works type activities include cement, 

roofing, hand tools, nails, bolts and simple hardware fittings. The 

Department of Self-help Development should undertake central procurement
• Kj

of these items for allocation by the I^lstrict Development Committees tn 

support of approved project activities. When so allocated, the cost of 

commodities should show as a part of the D istrict's contribution to the 

activity aid should be charged on the accounts of the Department against 

the funds obligated for development in that d istrict.

8 . To sustain a national program of small scale activities on a 15ng 

term basis with the minimum expenditure of funds, it  is  essential to 

establis secure storage space and adequate property management records 

before any procurement is  undertaken. Zonal warehouses should be estab

lished at central locations for the stockpiling of basic construction 

commodltie s which could then be issued on demand of the District Deve

lopment Officer for the support of approved activities. VJell trained 

x/arehouso and property management personnel attached to the Depaetment 

of Self-help Development should be charged with the responsibility for 

each such wareshou^e*

9. Project accounting and record keeping must be kept to a minimum

and must be simple, ^he Village Activity Proposal form and the District 

Development Prog ct(which incorporates a ll approved activities) should 

provide the basic information required to determine the nature of ex-



-■ p#ndirfcures madG. - On -̂site examinatrion should show whether or not 

tha:activity': w IS■ compl.etGd. The' District Development; Officer should 

subnit a regular status report showing completed activities-and giving 

estimat.Gd .completion dates for those which are uncompleted* Di&trict 

approval, for new activities in akny single village sjiould be withheld 

until a ll previously approved; actiyities have been successfully ex

ecuted.' Likewise, no funds should be made; available by the national 

. govGrnnent to the district: for new prajectis until there is,.evidence 

of a'cttial, achievement under'the projects already funded.

.10. When a ll the activities apprcjved under a given District. Develop

ment Project have been completed (or terminated for special reasons). 

The District Dovelopnent Officer should prepare, for approval by the 

Coir-mittee, a Completion of Project Report, indicating very simply 

what has been accomplished, the time elapsed, the funds expended, 

and any special circumstances which affected the execution of the 

approved activities.

This, in essence, is one approach to the problem of establishing 

procedai'os for the conduct of self-help develojanent in Nepal along reason

ably orderly lines. Tjat i t  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 

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

tribution to the social and economic growth of Nep^ at the place where 

this is v ita l, the village. At the same time, by broadening the basis 

for participation in the processes of government, it  can create the con



ditions fo political stability which are essential for national develop

ment. By creating the institutional foundation, the 'infrastructure'-, 

for a participant society in which the ninetyseven precent of the people 

who are now* inarticulate are given the means of expressing their w ill, of 

engaging 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 th6  greatest significance that His Majesty's 

Government has attached the high priority which it  has to this program.



VILLAGE!

DISTRICT:

EST. TME REijUIREDs. 

PRUPOSS OF PROJECT!

SAMPLE DRAFT 
MINISTRY OF LOCAL GOVERMmT 

DEPARTMENT OF SELF-HFJ.P 
VILLAGE ACTIVITY PROPOSALS

TYPE OF PROJECT;. 

DECRIPTION;

l f «

SOURCES OF LpM), LABOR, MATERIALS, TOOLS, Eî UIPMEHT, AND SPECIAL SKILLS:

CONTRIBUTION OF VILLAGE

1 .
2 .
3.

4.
5.
6 .

TOTAL

OVERALL TOTAL;

REQUESTED FROM DISTRICT DEV. COMM. 

1.
2 .
3*

4.
5,
6 .

TOTAL

PERCENTiilBE OF TOTAL CONTRIBUTED BY VILLĵ E:

TECHNICAL ASSISTAÎ CE REQUIRED;

ESTIMATES PREPARtS BT

DATE;

DATE;

APPROVED;
Pradhan Panch

FORv/ARDED;
Local Govt. Advisor

DATE;

PROJECT NUl'-lBER

RECEIVED;
District Development Officer

OF PRIORITY

NOTE; ATTACILJ) PLÂ Ŝ, MAPS, AID DETAILjD ESTIMATES FROM A PART OF THIS 
ACTIVITY Pî OPOSAL.



MINISTHV̂  OF LOCAL QOVERWMEMT 
DEPARTMENT OF fib'.T.F-l^HF.T.P

DISTRICT DEVELOPMEHT PROJECT 

DISTRICTS________________________________  DiiTE:

PROJECT NOs__________________ EST. DATE OF COMPLETION;

The District Development Committee o f ___________________ District here
by enters intc igreoment with the below listed Gram Panchayats for the purpose 
o f executing the village self-help activities showni as detailed in the attach
ed Village Activity l^roposals. Agreement is hereby given to provide materials 
and technica!^ assistance from District and Sopcial Development funds in confor
mity with the attached estimates. The appended Village Activity PrO'->osals, to
gether ii?ith individual plans, ma,ps and estimates, form a part of this agreement. 
The Graja Panchayats of the respective villages will be responsible to insure 
that the contribution 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 rjid 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 report regarding each activity and a final notices of completion,

î PROVED DEVELOPMENT ACTITITIES

No. Village Actitity Contribution of Total Cost Completion Remarks
Village District Date

1.
2.
3.
4.
5.

Approved
Dist. Education Inspector Dist. Agricultural Advisor

Dist. Public Works Overseer Dist. Cooperative Inspector

Dist. Health Inspector Dist. Dev. Officer Chairman
Approved -this day o f ___, 1962

NOTES Copies of this document w ill be forwarded to the Zonal Officer and to
the Dept, of S elf-lelp  Development, Ministry of Local Government,
Copies of the attached Activity Proposals, as approved will be dis
tributed to each village concerned.
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: Purpose jpf. Report .

. This report; ^ s , prepared a result of ny teajjorary assign^nt in Nepal 

f  rpffl >^rch 30 to August 7, 1964 to ^ y is e  ’iriCr/l?epa.l through USA|&/lTepial ixi 

th^ ,.planning of a. more e ff  ective program imrol'vriiig the use of Coe^eijatir^S 

and Agricultural Credit in the Development of Agriculture. The excellent, 

cooperation and. assistance which I received frcm. a ll persons contacted during 

my assignment wag .gratifying.

Background . . . .

.. Nepal has had a. cooperative program since 1956 when am executive order

by. Hifi legalized the process-cf registration fo r  cooperativ® societies* The 

Department of Cooperatives was established at the same time to .provide  ̂

assistance to the Cocperative Movement concerning registration, education, 

auditing, and management of the societies. Legal status was given to • 

organized cooperative societies by the enactment of cooperative societies 

Act of 1959 and a year later in 1960 the rules under the Act were designed 

and promulgated,

, US;lip/Nepal f ir s t  participated in the Cooperativ© ilcfveTOnt in i960 

when, at the request of Hi-il/H, approxiiaately Ĵ 145, 000 was obligated in the 

Village Development Project Agreement to support mostly the administrative 

Budget of the Department of Cooperatives.^ During FY 1961-62 the Iniian Aid 

liission was also supporting Cooperative Development through the Village 

Developjiient Program. This assistance, however did not duplicate USaD /k 

assistance as each operated along geographical lines.



T i t

Outside of a comparatively small amoiint for  the prtKsarenieiit -of cosmncdi- 

' tiek tJSSilD/W coritributibn to the Cocpei^^ jProgram has b^en through the 

'iise of ir .S /oimed'P.L, 480 ibdiatt-Rupees. Since 1959 USA.3D/N ha:s provided 

•tM-'equivaieiit bf Rs. 3,439,39l;23 lii Nepalese Oui'reiic/tc'BJS/N towaris 

•su]̂ p6i îftg the .'0oBperative McW'ement̂  ■ ■ ■ ' •

' ■ Previous technical assistance by USAID/n has been limited to three 

short ten^jofaiy duty periods of not over 90 days each of three .i.gricultural 

Cooperative Credit M visors. rlr. G, Leonard Dalsted con^jleted hi« assign- 

aiieht in June 1963, /Ir. Roscoe'Robert's assignioaent was cut short by his un- 

•tiaelir'death in-October 1964, and i-Ir, Balph~3; Johnson conpleted his assign

ment in liarch of 1964. ■ A ll three le ft  evidences of their valuable assistance 

to'EK/N c©neehiing policy  matters ar  ̂ methods of organization fo r  a national 

agribtiltural credit pregram. It is  unfortunate, however, that much nbedeid 

csMiiiual assistance of such ^ v isors  was not presided.

*f ■ Duidng 1963 a "Cooperative Development Loan Furai’’ xiias established within 

the Department of voqperatives operating on a revolving basis. A ll previous 

loaris made to 'societies , when repaid, would be deposited to this fund as would 

a ll future allocations of money intended fo r  loalning purposes. This fund 

w iil be'transferred to the' recently organized Cooperative Bank which is  now 

resj^dnsible and has jurisdiction over a l l  government sponsored cocqjerative 

financing.

The progresisive greirth in numbers of cooperative societies by years is  

shown as follows;

Years No. organized Years

1957 17 1961 208

1958 36 1962 203
1959 2 1963 2^9
1960 115 1964 190



uM- in
■ P,of;;aiay--i 1 ^ 0  societies

, in ex^atene©: consi&tir|g..c^.,tht fpllowirjg .f.3̂ e-s,: .

.  i^ t ip u ^ e  ,745,

I Ciedit ;f :. 2 2 1  .

CoopGrative Unions 12

:;C onsi^r ,24

• .Cottage IMustri 35

ililk producets 5

- Other . 18 .

At prfsant i t  i^ estin^ted. that a luajorxty of the multipurpose cocpersu.

! tives function mainly as credit cooporatives which are usually of the small 

village Production .Credit Type., . They, do;not have, the prp?ision f  or a c c it in g  

saving deposits f  rom the members. The rGGo,gnition ,in..]PY 1961, that the Co

operative Societies would be or;gar.lzed faster than tri^iiaed..personnel and loan

capital could; be provided resulted in a policy of establis.^iiig dosignal^ed
/ ...... . •

areas where cooper<i.tiyG activities >rQuld continue to be intensive and other

areas where the . a.ctivitias-would bs less , intensive or arrested, (^together.

type o f : geographical e^hasxs was intended ;tp prevent furthor’-’scatteration”

..of:. focissty formation ̂ and^consolidatp■.available resources fo r  more, e ffective

. .;v\v;.,Fy 1 ^ 4  the iE|)lemep,tation of the "La.nd ReorgdnjLzation Acjb’J

.•ein^t;  ̂ intp, 1 ^-^:,  ̂ .̂ 63-,<̂ i?d-.ŵ  organized âpp.̂ oaĵ ;. ' ^

tc» ;a^a a.-arsLm .Panchay t̂ basis. . 3udhabare .Gram Panahayat in

the Jhapa District was the fire t aiie .̂'.rSelected f  or-testing the . new .approach ' 

and to determine weaknesses in its  adrainietration with the view of making 

HQCossaiy correction when subsequent gram panchayats were iaplementod.



A Laiftd'Beoi^aiiization was estabXished Jji'th© liinistry of

Agriculture,. Forest arri. Land Reforms to plan and cooidinaio the activ ities 

connectod vdth tho in|)lemQtttatlon of the Land Bs organization Act.

The steps planned in initiating the Land Roorgai^zation'Program in each 

Grajft Panchayat are as follows;
I

Stop 1. Performing a cadastral survey including the iden tific^ ion  of 

tenants ani landlords; conpiling data concerning histbicy of 

tenants as well as pertinent economic information, ,

Step 2. Issuance of permanent Tenure Certificates and establishment of

spccial courts to arbitrate concerning boundary, t it le  arid other 

disputes. " ' ■

‘ 3. ' Organisation of a multipuipose cooporativa society mostly for- the' 

purpose of administering a supervised credit program'to uiei&drs-

■ on the basis of a farm plan. ' ''

Step 4 . liaking loan funds available to. the Cooperative Scciott’ By the > '

Cooperative Bank fo r  the purpose of reloaning to its  members' to 

finance faunily living and farm operating eaqienses. v .

 ̂ The' Cobporative Bank Act of the Nepal was passed and became effortive 

during the last half df 1963. The f ir s t  board of Directors meeting'was held 

in September 1963 con5)osed of the Secretary of the llinistry of Panchayatj '̂ 

Director of Department of Land ftevenue. Director of Agriculture, Hegistrar of 

Cooperatives, pirector of Ig ricu ltu i^  Reorganization Department, Hspiosetita- 

'tive from the Nopal Rastra Bank, Advisor from the Ford Foundation Office and

th(3 General i'i^a^or of the Cooperative iBank.
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■‘Thoii.6bgc!ctivoa: df' t̂ho Qo0i^,x^ti70,,-3a^,4 contain^, tho, preambLp 

of t'ho Bank A'ct aaf »»tp.;financo_ tho rcoi^anissatiorx

stssa. to prov'lds ciedit, faciiit.i5S ;1iQ thq.various .9roali\ sc^ o  .productioni, . _ 

oakortlng and bthot aocietios organized on Cooporativo. i?i|Lncipl,QS," , , ,

The f o i l  is 'a  ■ aunpary of tho pro sent capitalization of, the. ■ 

'■Goof)e:rat±vo 3ank., . , • ' , ;v —

' 1. '̂  Total Capital made availablo to the Bank 

N/G Rs. 1,200,000 H'']iG/N contribution

1,600,000 uiilD/H contribution, , ; .

. ■ 44.000 Shares purchasod by. 548 sociotios
2, 844,000

2., Disposition of available capital

(a) Rice and paddy purchase aM consumer stores N/G Rs, 1,450,Ck)0

(b) Godovm, construction 100, 000

(c.) Nawalpur Resettlement Scheme 109,000

; (d), K4Cr/N PevelopniGnt Î oan certificate 10,000

(e) Loans to Societies for  purchase of soed 3.5,000

(f.). Obligated as additional l o ^  to Nawalpur

Itesottlomont ScheniG 300,000

(g) Loan to a Cooporative fo r  procurement of

sugar fo r  resale 60,OOP
2,035,000

The approximate uninvested capital in the Bank at present is  '

H/C Rs,. .-̂ 09, 000. The Gooporative Bovelopment Loan Fund, as previously 

laentioned, and .administered by the Cooporative Department, now consists of
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n/C 1^/ 35,19;451.50. w?ks dividai up among sevoral D istrict

Pijiciiayat  ̂Dcyvelopnent Officers who, in turn, portionod it  out to the Co- 

opo'i^tiVb Societies within thsir respective d istr icts . There has beon no 

contra! dbtfduntlng of thoso funds a n d  the d istr ict  o ffices have boon col

lecting anil roioariing the money until now it  is  d iff icu lt  to obtain specific 

information as to  the status of this fund. The Cooperative DopairtinQnt has 

dispatched questionnaires to th e-d istrict Pancl^yat.Development o ffices in 

an attempt to  obtain a central accounting and the subsequent collection of 

tho fund. The amounts collected' are to  bo deposited to the account of the 

Cooperative 3ank to be further used as loan funds, and administered according 

to the policy and rules of the 3ank.

Tho Department of Gocperatives has been conducting a training'program 

fo r  its'personnel through a Cooperative Training Institute now located in 

Kathmajodu, The training course is  given to an average' of 30 students each 

six months and upon con^ilotion of tho course are en^jloyed as coope ratiyo 

sub-Inspectors and are assigned to a rural area under tho supervision of 

a Cooperative Inspector.

The general headings of subjects taught are theory and history of 

Cooperation, Cooperative law, Banking, Book keeping and accounting and 

cooperative audit, and Rural Economics.

The Institute is  at present located in tho same building \d.th tho 

Panchayat Development Department. under cran̂ sed conditions*



■ AMALYSSS AIID' '

Cooperativefl

Those persons involved in the early organization |of the Cooporative 

liCTrement in Hepal are to be congratulated fo r  a d ifficu lt  task accon5>lished. 

To get a nation-wide Cooperative Program functioning under conditions of 

low levels of education, poor communications and a feudalistic system of 

agricultural organization ,oould be demoralizing to a ll but the most 

conoientious and devoted advocates of the cooperative method c£ dewelopiaent.

Whan a close look at the present cooperative program is  saade it  

becomes apparent that, due to changing needs and circumstances, some of 

the methods and policies en îloyed during the early stages of organization 

do not have the same merit now. Some of the methods and policies, which 

have been ea5)lo3red and which If continued, w ill present increasing d i f f i 

culties in obtaining the real basic objectives of the development pr<^rams 

are described as f-Uo-./s: 

i f  Oyer expansion

The rate of oi^anizing new coqjerative societies o^er thB 

past 3 years has been faster than the necessary follcw-up 

supervision and assistance by trained personnel could be provided.

At present with 1060 registered cooperative societies thei« are only 

75 sub-Inspectors. Under these circumstances each sub-inspector, 

ot'the'average, w ill be responsible fo r  the supervision of 14 

cooperative societies, âlso many of these sub—inspectors have been 

hurriedly trained which reduce? Khfl nuiuber of cooperatives which



they can effectively  assisit. Since the cpqperative movement now 

has fa ir ly  wide coverage it  would seem appropriate, at this time, 

to deemphasize ejqjansion and en ĵhagize additional training and 

assistance to existing cooperative societies.

2. Sstablishment of a cooperative f ederation

The Pepartment of Cooperatives should be acting mostly n̂ on 

advisory capacity to the Cooperative Movement. In order to  do this 

i t  should have a National Cooperative Federation to work through,

3y not having such a federation to work through the Cooperative 

Department finds itse lf  doing the work fo r  the cooperatives instead 

of advising them and training them to wentually handle their own 

national administrative duties.

A cooperative federation would be responsible, among other 

duties, fo r  maintaining a central system of statistics concerning 

the activities of and assistance to a ll cooperative societies.

For an exaeplG, the cooperative Development Loan Fund consisting 

of Hs. 35,19,451.50, which the Department of Cooperatives has been 

administering without a central system of accounting, should have 

been administered by a Cooperative Federation under the advise and 

guidance of the Cooperative Department and which would have 

provided a central accounting system.

' ’ Purposes fo r  which cooperative societies are organized.

Out of 1060 cooperative societies now organized 221 are str ic tly  

of the credit type and a majority of the 745 multipurpose ones 

operite primarily as credit cooperatives. There are no provisions
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It present t/herebjr these c i^ x t  s'bcietios'bin receive saving 

deposits from ijiettoerS;. 'As an area begins to increase its  pro

duction i t  c-an be envisionod that i t  v i l l  be transformed froa an 

. area neediing loans to one that w ill have iva ila ils  Swings which 

cari. iaG'inT'ostGd'in othor Ideations. A th rift and credit society
I

.‘iis:-:the sia^Lsst mothod of providing the fa c ilit ie s  to its  members 

i fo r  Hihe-purpose of saving accumulated income.

■Thorfe are indie•'Jbions that laany of the societies were organized 

1 f o r  the prancipal puipose 6f obtaining .1 loan from tho Cooperativo 

Dev.elopiB3nt :?und without taking into careful cbnsidor.’.tion how they 

■would usG the loan funds‘productively* Often members of a community 

"shortslght^Iy harbor the idoa that the saving of interest is their 

basici'pTOblem and need when in fact their'problem in most cases 

iS: low production or lack of marketing f  a c ilit ie s .

In order fo r  the Land Beorganization Program to be successful 

in increasing production dn abtive areas tho puiposiss fo r  organizing 

;the respective cooperatives must bo based upon tho usual heed.s^^ 

increasing production per unit area. Along with increased produc

tion caiBcs the generation of locoLl capital so badly needed for  

continued development* ■ ;

.-Traj[̂ 3,ng

. . The. .Cooper3-tiv? Tra.ining Institute'’ cjoh^lderihg available 

fa c ilit ie s  and condition under which it  has to operate, has been 

doing a respectable job of providing cooperative education and 

training. There is  no library as cuch and too few text books

• ' t



airaiiable which have to  be pj:ssed arouni fo r  tho students to read, 

■ThGî  is' v\lso a dofinito neod fo r  the institute to have a location 

of its  owii wheroby thore would be adGq.uat0 fa c ilit ie s  fo r  classroonis, 

library indi-living quarters. Under tho. present corriitions each 

student must find his own living quarters which results in their 

being scattered a ll over the city . This condition contributes 

to high living costs and is  not conducive to good study habits.

There is  a possib ility  that the institute could be combined with 

tho Panchayat training Center at Rac5)ur whereby instructors could 

shared and a much more practical course given. Training in 

tha future is  going to  be of primary iE^ortahce and thore w ill be 

a need to provide training fo r  the staff o f the Cooperative Bank 

as well as officers of local cooperative societies.

A library of modem' practical books and other printed material

■ portaining to subjects being taught must be established i f  the 

instri,.;ction .is to be e ffective , ' '

C~o6berative 3ank ,

The 3ank Having been in actual qperation fo r  l i t t le  less  than a year 

has'■been-mostly engrossed in organizational details and has not, as of now, 

established a definite policy concerning its  future loaning operations,

Its rulas and regulations have been drafted but h-ive not as yet cleared 

the legal dspartaent in order that they can be accepted and approved.
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Conands on the Bank to roloaso funds fo r  a v irioty  of puiposcs aro 

increasing which noccssitates tho formulation of some specific policies 

in Older that a consistant loaning progran can bo nuintainod, Sooo basic 

principles on which loan policy determination should bo ba^ed are listod 

as follows:

1. The bank nust oaintain control of its  loan funds a ll tho way to 

the recipient and back through the colloction procoduro,

2. The Bank must not consider i t  has an obligation to Euke loans 

available for  any purpose until those roquesting loans havo

' thoroughly justified such requests with feasible plans and 

analyses consistant with sound devolopmaiit objectives,

3. The procedures fo r  supervision must be clearly established for  

loans to individual faa^rs for  production puiposos. Such loans 

should be based on a sound fara plan prepared or approved by a

■ ' representative of the 3ank.

4. E legibility  requirements for'loans must be the same fo r  a ll similar 

applicants and should be printed and made available to a ll Coop

erative societies.

5. The character of the National Agricultural Development Program and 

tho availability of loon capital should bo the basis fo r  limiting 

the purposes fo r  which loan funds can bo borrowed.

6. Into re St rates for  each type of loan administerod should be basod

on tho estimated percentage of losses esq^ected, costs of administering 

the loan and the rate of interest which the Bank pays fo r  tho capital 

i t  loans.



7. . Sho Sank shoulii roqairo; loan applicants to pledge a ll roasonablo 

available holdings as security fo r  tho loan up to tho valuG of 

tho. approved loan.

Land Hoorganization

Tho ordor of events in initiating tho Land Rooi^anization Progran ia  

e-ach 0.r:ua Panchayat as .aentionod proviously has not proved out to  bo as 

effoctivp as origin.^J.ly hqpod. In order to provide laoro continuity of 

effort- and to bettor idontify tho basic needs of tho area in question, so 

that fcho right .kind and intensify of assistance can be provided, the 

following changes; are rocomnended:

Stop 1. Perfording a cadastral survey including the Identification of 

tenants and landloids, con?>iling data concerning the faming 

history of tenants as well ag pertinent oconoiaic information*

Stop 2. Establishnidnt of spocial courts to arbitrate concerning boundary, ' 

t it le , and other disputes,

Stop__3„ An econoaic and agricultural analysis of tho aroa be conducted by

a coE^jotent team made up of at least one agricultural economist, one 

agronomy specialist, one so il specialist, and one extension specialist.

 ̂ - The puiposd of this analysis would be to identify the basic problems 

and needs of tho area ard make cstimitions concerning tho production 

potentials and formulate proposals as to  how these potentials can be 

feasibly  attained.

•4-. Issuance^ of penaaheht tenure cert if icates.
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Stxais 5. «6id gcnoral mootings with rosidonts of tho aroa to inform thorn of

tho findings-and rocomniGndations of tho tom  who aado tho oconomic

o.nd agricultural analysos. Assistanco w ill bo provided at this tijao 

to tho residents in organizing into a coqporativ^ fo r  tho puiposo 

of using solf holp noasuros to  obtain increased production of tho 

aro::- and othor basic needs basod upon tho rocoDinondation of tho 

toan.,

Stbp 6. liiking loan sorvices available to the cooporativ© society by tho

OooperativQ 3ank if. such requests aro fo r  spocific sound dovelopment 

purposes consistant with tho analysos report on the area,

CONCLUSION

Probably the greatest i/eaknoss in the systea of Agriculture organlasatioa 

and dovelopaent In Nopal is the lack of coordination between tho various 

departaents and organizations involved in the dovelopfiiGnt program.

In t h o  i n T p l  a  m e n t a t i o n  of fijturo agricultural deveiopment projects i t  would 

seeia nocossary to establish a coordination eoanittee at the IMational levol. 

This c o o n i i t G o  s h o u l d  be saall and composed of con^etent persons with 

adoqu.ito authority to guide the in^lemontation of the project,

^ detailed plan of operation for  each project area should bo developed 

clearly explaining the step by step approach and how each departiaent will 

participate, Thi.« would especially include Pancha3rat members aa well as 

representatives fron the Departmont of Agriculture, Departiaent of Land Re

organization, Departjaent of Cooperatives and the Cooperative 3ank,



It is  a well known fact iliatt a feudallstic STstem of agriculture oxgani- 

statibn, s t i l l  found in many areas of Uepal, depends fo r  ite  existence upon, 

iteeipiiig the aass of peasant farmers vuieducated ani continuously in debt.

At tfe  same t i m e ' o f  sticky problems conf ronting Hepal is how to 

generate local capital ^ri.th which to finance a continued develt^ment 

program;

Econoiaic data supports the reality  that MepaG. has two in5>ortant available 

rosbu-rces. One is  a lai^e labor force and the other is a good agricultural 

prbduction jjotential. It then only seems logica l that the principal means 

o f local capital generation and the curtailment of feudalistic practices, 

would be to eiqjloy this labor force, supported by appropriate Land Reorganiza

tion activ ities, effective extension assistance, cooperative organization and 

guided credit, to  specifica lly  increase the usually low agricultural produc

tion per unit area.

Because easy loans have such a great appeal to the usually large lower 

income categoiy of a rural pqpulaticm a credit organization such as the Co

operative Sank constantly be on guard against possible p o litica l influence 

designed to create conditions whereby the Bank w ill be pressured into advancing 

loans fo r  purposes which are not productive or are not specifica lly  in line 

with sound program objectives.

There is  need fo r  the steady assistance of agriculture cooporative and 

credit advisors to  work with the Cooperative Bank and the Department of Co

operatives as they formulate policy  and operating procedures fo r  their part 

in Agricul'tural Development,



The approach to agricultural dorolt^mont through the use of cooporatives 

and guided credit, which HIC/H is  adopting, w ill pay big dividends in the 

future increased rate of dovelopmont. Such an approach in ĵlemented with 

a certain amount of caution and based on sound principles, some of which 

are mentioned in this report, is  worthy of continued USAID/n Support both 

technical and financial.
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INTRODTTCTION

The writer served for approximately 90 days in Nepal^on detail from the 

Farmers Eome ^ministration, U.S. Department of Agriculture. My assignment 

was to f i l l  the gap le ft  by the sad death of Mr. Roscoe Roberts, the former 

Agricultural Credit and Cooperatives Advisor, USAID/Nepal.

Mr. Roberts had been involved in the planning stages of implementing 

HMG/N's Agricultural Reorganization Act of 1963, commonly referred to as the 

land reform measure. This implementation, in one of Nepal's 75 development 

d istr icts , was just underway upon ngr arrival on post. All of the problems, 

details, personnel training and other factors inherent upon such an under

taking were at a cr it ica l point and further absence of active USAID parti

cipation could have proved harmful to USAID’ s position in this activity . 

About 1 / 5  of nr/ time was spent in the p ilot d istr ict of Jhapa and the 

rest in Kathmandu attending discussions, designing necessary forms and 

outlining procedure.

Appreciation is extended to Dr. Quentin Lindsey, Economic Advisor to 

HMG/N from the Ford Foundation, for his assistance in orienting me to the 

situation and problems at hand. The report written by Mr. G. Leonard 

Dalsted in June 1963 after his 8 weeks TDY assignment to USAID/Nepal has 

been very helpful and many of his suggestions have been followed.

BACKGROUND INFORMATION 

USAID/Nepal has conducted an agricultural credit and cooperative project 

since 195&. Total USAID/N contributions to the newly created Cooperative 

Bank and to the Cooperative Department for Fiscal Year 1964 is ^230,578.

The largest portion of this is in the form of agricultural credit loan 

cap ita l.



T h e  cooperative movement in Nepal really got underway in 1956. Perhaps 

i t  grew too fast, but today there are over 1,000 registered societies, the 

bulk of vtiich are multi-purpose cooperatives whose main purpose is the ex

tension of credit to its  t ille r  members. Unfortunately only a small per-- 

' centage of these are operating on a sound basis and exemplifying the true 

principles of democrritic cooperation. I f  there is  a dominant reason for 

this situation it  is probably the lack of an adequate educational program, 

both for fie ld  personnel and the cooperators themselves.

Land reform measures have been initiated by HMj/N under the Agricultural

Reorganization Act of 1963, and this has meant the role of credit cooperative.^ 

w ill be of prime importance in the country's rural development. The follomng 

are the main points of the Act:

lo  A landowner may retain a maximum of 2 5  bighas (40 acres) in his ovn nan'a ,

Land in excess of this w ill be sold to those who t i l l  i t ;  the price ’

w ill be 25%  o f  the annual gross income times 10. Buyer will pay IOp 

in cash and balance over 10 years. In practice, there will be l i t t le  

land in the "excess" category as the owners, prior to enactment of the 

Act, transferred their excess acreage to other family members,

2 .  Rents from t ille r s  are fixed at 50% of the crop after t i l le r  has taken

his seed for the next year. In the event lower rents are common in the

area the lower rate w ill be in e ffe c t . .

'3, I f  a t-'llei -lac a plot for a", least a yoar, and ho- has been

positively idenbiiied as the t i l le r  in fact, he w ill be e lig ib le  for a.

certifica te  of tenui-e which w ill give him the right to t i l l  that plot

as long as he doesn’ t  violate the terms of the Act.
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Formerly, tillers  received their credit from the owners, often at usuri-. 

ous rates of interest. Under land reform the owner will tend to abandon 

his tillers  to their fate, in the hope that the movement w ill fa i l .  This 

is where the cooperative credit societies come in. HMa/N, through its 

Cooperative Department, intend to organize societies to prov'ide credit and 

thus replace traditional sources. One gram panchayat (village political 

unit), Budhabare, has been selected in Jhapa District as the pilot area for 

land reform implementation. It was in Budhabare that my main efforts were 

spent during my TDY assignment, 'specifically in helping to set up a work

able cooperative society for about 2 , 0 0 0  members.

THE PILOT PROJECT APPROACH.TO. LAND REFORM 

The implementation of land reform in Nepal consists of the following 

parts:

I . Cadastral survey to measure the plots and set boundaries for each of the 

9 wards (sub-divisions) that mate up a gram panchayat, i  ,e . a village 

level political unit;

I I .  Identification of the owner of each plot;

I I I .  Identification of the tille r  of each plot and ascertain that he has' 

tilled  it  for at least a year, thereby making him eligible for a 

certificate of tenure 5

IV. Compile cross reference records on each plot, owner and tille r  regarding 

family data, cropping plans, income, expenses, livestock data, tax data 

and tenure history;



V. issue certif'leatB of tenure;

VI. Organiae a mU-Ltipurpose cooperative society for the purposes of credit, 

loans in ’k’lnd. marketing fa cilities , consumer services, storage and savings 

As the reader can see, the task is formidable and the'details multifarious.

Before a workable method can be eirtployed countrywide a sound, well organized, 

routine system must be worked out satisfactorily on a pilot basis. The em

phasis on the p ilot district is not so much a desire to "make it  work" but 

to establish a system that will work and can be duplicated in other districts » 

An attempt has been >nade to avoid ’̂ corner cutting” though the tendency to . 

do so is great. I f  a satisfactory system on a practical basis cannot be. 

designed, this too is important to know in the early stages . Twice before 

Nepal has attempted land reform and lit t le  or no success was noted.

rn? FROBIEMS ENCOTTMTERSD IN JBAPA DISTRICT

1, Location •- Jhapa’ is in the'extreme south-east corner-of Nepal. In the 

dry season' ols can reach there by flying scheduled airlines to Biratnagar 

and then he has a choice of ( l )  crossing the Indian border and travelling 

by train from Jogbani to Galgalia, an overnight trip of 16 hours; in 

Gaigalie he must cross the Mechi river (no bridge, and crossing'at this 

point Is prohibited for foreigners) back into Nepal and Jh'apa district, 

or ( 2 ) drive by jeep 6 - 8  hours over bullock cart trails to Budhabare. 

During the monsoon, method ( 2 ) is impossible ahd method ( l )  is hazardous 

as the Mechi river can be crossed only on elephant. A new air strip 

has been completed at Ghandragarhi, district headquarters, but regular 

fJi^hts have not commenced. This is only a "fa ir weather" airstrip.
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2. Personnel -  The concepts of agricultural credit (especially supervised 

credit), marketing, farm planning, etc. are new to most HM3/N field 

workers. Training is a must and a never ending process. In addition,
Ithe supply of personnel that are "trainable” is definitely limited.

The People -  The tillers and owner/tillers are nearly the forgotten 

elements of this program. They have lit t le  idea of what’ s going on, 

other than the government is up to something. This lack of involve

ment can be disastrous in a fcooperative. Unless the members feel that 

i t  is their society and develop a sense of loyalty to it  success will 

be inhibited , The history of repayment of government loans is not good, 

At thi? junoture there is not the feeling among the members that loans ' 

are coming from their own cooperative and from loan capital that is 

partially theirs in the form of share capital and savings. this apathy 

can be overcome only by numerous educational meetings conducted by 

enthusiastic and knowledgeable-field workers in cooperation.

4 . Coimnunicatlon-. -  Chandragarhi has a ,i îreless, station but , it  is not in 

direct contact with Kathmandu., but rather with Biratnagar'..,, Decisions,. 

tha t mUE-t Ire made 'In Kathmandu-,,in the various ministries are, slow:, in 

coming'due to , inadequate,, conimunicatlon.,; .Often .the decision is,,, so., late 

that the need for it  has long passed. Supplies from Kathmandu must go 

through India,. The implementation team has. one jeep in poor condition 

so the workers must walk daily to the various wards with distances up 

to 7 miles.



5. Opposition - Although there is nothing in the open, there is a feeling 
k.

of opposition from the landowners. They want land reform to fa il  

conpletely -  and soon. This opposition has been fe lt  in the fol]owing 

ways 5

A. Cooperative attempts to construct godowns have been hampered by 

delays due tr "shortage" of lumber and sai-jyers.

B. Owners have prematurely sent their tillers  to the co-ops office 

for loans, knowing coop was not yet in a position to extend them.

C. Owners, in many cases, have taken entire current crop in order to 

"settle up" old accounts with their tillers  . This has meant t ille r  

will need essential subsistence credit immediately and in large 

amountEi.

D. Owners have prematurely declared land reform a failure in an attempt 

bo win Gnelr tillers  back to them,

THE COOPERATIVE BAM

The Nepal Cooperative Bank Act was passed in August, 1963, and this

established an institution for channeling loan capital to the various coop-'

erative societies requiring i t .  The manager of the Bank as well as the

Registrar of Cooperatives, served as my HMS counterparts. The capita!!ization

of the Bank is as follows;

CLintribu îon from HMG/N's Nepal Rastra Bank Rs . 8 ;, 00,000 T'JG

Fundr formerly administered by the Department 
of Cooperatives 35,19,451

USAID/N FY 64 contribution 25,00,000

TJSAID/N FY 64 contribution for godown construction 2,00,000

Total Rs. 70,19,451 NO
I

(Rs. 7.60 NO = $1.00 Or $ 925,612



The Rr. 35,19,451 NC is distribut.ed. to various cooperatives so is not avail

able for loans in the three Districts in d̂iich land reform measures: are to be 

in itia lly  undertaken. The Department of Cooperatives has been requested to make

a fu ll secounting of the above funds in order that loan assets lean be transferred
I

to the GooperatiVe'Bank. At this writing Rs. 16,00,000 NC'has been advanced by 

USAID/N for PY 1964 and Rs. 11,00,000 is available, though presently unobligated, 

for use later in the year.

It is estimated ■ that fts’V-22,00,000 NC ($300,000) loan capital will be re

quire;- for Budhabare gram panchayat cooperative society^ This is one of Nepal's 

3533 gram panchayatsl Even-though Budhabare is somei/diat larger-than most other 

gram panchkyats i t 'i s  s t i l l  obvious that a tremendous amount of loan capital 

w ill be required (see Recommendations). ^

Emphasis has been on Jhapa district arid:it■was fe lt  that-other cooperatives 

in Nepal'had been neglected with regard to loan capital for-their supportManj 

are newly registered and without in itial financing they cannot function. To 

simultaneously provide in itia l loan capital for newly established cooperatives 

on a country wide basis, and meet the estimated-loan requirements in Budhabare 

is a problem'yet to'be resolved . ■ ;

Obviously, 'HM}/N is  not-In a position to provide the magnitude of credit 

required knd -if land refotm is to succeed there’must be a practical -̂nd work- 

able plan'developed whereby existing: local credit sources can be-tapped and 

loan capital fands from the Cooperative Bank will be secondary rather than the 

primary source of credit. - TJrifortunately, such a plan has not been finalized anc

those concerned are now looking to the Cooperative 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 fisca l over involvement in 

a single gram panchayat are clearly unrealistic and undesirable.



ACCOMPIISmffiNTS - 

Regaraixig tne xmpiementation of land reform in Jhapa district the

notable acqomplishments to. date are as follows:

1. For the firs t  time in Nepal tille rs  and owners bf'each and every plot

in ,a gram panchayat have been identified with consistent accuracy. This 

is essential for equitable land taxation arid registration and for

■ assigning t ille r  rights.

2. An accurate cadastral survey has been completed-in Budhabare gram 

panchayat which has set the boundaries of each of the 9 wards and the

• gram panchayat itse lf, hitherto unknown for' sure,

3. A.workable cross reference record system has been established which 

relates the owner, the tiller  and the p lo t.

4 . A system of sur’'^eying, coupled vath intemriewing the owner and/or

, t il le r  on the spot to obtain cropping data, income and expenses, has 

-been perfected.

5. A cooperative ;^ociety has been organized to provide credit, savings, 

marketing- 3 t^rao;e fa c ilit ie s .

6 . 50,000 "aiiMp '"2050 tons) of paddy have been purchased (or contracted) 

by the sonî e'cy at a reasonable price to f i l l  go-downs (warehouses) ,

, owned ,'̂ r orDsrated by the society. This is an important step because 

, without paddy on hand to provide loans in kind for seed and subsistence 

needs at the right time the whole program would fa il'.

7 ‘ Supervised agricultural credit has been introduced in Nepal. This is
credit based upon a farm arid home plan'and coupled with technical advice,



8 . An organization chart’ and job descriptions were devised for those 

working on the implementation team. These set out the relationships 

among the cooperstive inspector, sub-inspectors, zone officer, coop- 

erative manager and assistant managers, go-dovm. keepers, section 

officers and team captain. Heretofore considerable confusion ensued.

9. The writer adapted the following, forms for use in the pilot district 

and they have been,reproduced in Nepali in sufficient numbers and 

are now in actual ;use:

( a) Application for Membership in the Cooperative Society

(b) Farm & Home Plan (liiich .includes loan application)

(C) F_-omicjory Tote -

(d) Supply Voucher , ,

(E) Receipt for loan repayments ■.

(f ) Loan Record Card, ,

In connection with j:he above I pr.epar«d a simple Forms Manual for use 

by field  and office personnel as a guide to the use of the form s' This 

has been printed in booklet form in Nepali..

(See Forms)



10. Throtigh supervised credit certain improved farm practices are being

' recbnfnended to the t i l le r . For example, in some cases the crop incoico 

was found to be insufficient to make the farm plan work. The super- 

vii5 or would then recommend, where applicable, that the tille r  double 

crop and plant wheat after his paddy. It is then the cooperatives' 

duty to see that wheat seed is available and it  can be distributed 

as. a loan-in-kiiid. Formerly the t ille r  had l it t le  interest in increas

ing farm income because the major benefits of his efforts accrued to 

the l a n d ' o w n e r .

11. A number of' HKG/lI personnel are receiving on-the-job training in the 

various phases of land reform. The writer personally trained twenty- 

two field i;rorkers in the techniquewS of interviewing tille rs  and prepar

ing their f=jrm plans. These men' w ill be the supervisors for the coop

erative loans . The field  of farm planning ‘was completely new to thorn 

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 plan for interviewing an estimated 

2 0 0 0  t ille rs  in a S week period,

RECOMMENDATIQMS

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. USAID/Nepal has been involved in the formulative stages of land reform 

and i t  would be unfortunate i f  USAID did not follow up with continuing



- 11'

advisors and financial assistance -  at least until thei pattern of 

land i Sa.orm is well esuablished and moving ahead in other than the

piloh d istricts. In this regard I visualize the need |for two USAID
I

advisorsJ (l)  one in the field of cooperatives with a working knowledge 

of supervised credit, and ( 2 ) the other to serve as advisor to the newly 

formed Cooperati r̂e Bank, with broad knowledge of institutional banking 

and cooperative credit. . .

E, An adequate supply of loan capital is essential to the success' of a

nation-wide credit program. HM5/N must take definite action -  and soon

-  in this regard. Loan capital available in the villages as land 

owners- have, in effect, been supplying it  for years. The problem is 

how to channel i t  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 seers (41 lbs.) per bigha ( l  2/3 acres),

■■ rThis deposit is hfeld by the society as savings for the t ille r , but 

cannot be withdrawn for 3 years. In addition,a much broader scheme is 

needed and. the following has been much discussed but no action taken';

Owners should be required by legislative action to deposit with 

.the bank paddy, (or cash) equivalent t o -25% of’ the gross income from 

their land holdings rented to tille rs . In return, the owner will 

receive Class E (non-voting) share capital at a set r?te of interest.. The 

•owner is free to se ll his stock i f  he chooses. In most areas tillers 

p^y rent to the land owner at the rate of 50  ̂ of the crop, with the 

t ille r  bearing a ll expenses and labor. This is simply too much*.



The owners should have litt le  objection to deposi"ting half of th®ir 

share in view of the fact, they will be relieved of a large portion of 

record keeping and supervision under land reform. It is conceivable

• that' ill the case of absentee landlords they may receive greater income 

uxider chis proposal. In any case, definite action is required to

■ develop a scheme of loan capital generation as i t  is obvious that no 

aid program can provide it  on a continuing basis.

No credit should be extended to tillers  without supervision. Tillers 

are deeply habituated to. the presence of intensive supervision from 

their land owners or his representatives. To discontinue supervision 

at this juncture. would be disastrous. In time it  can diminish as the 

t i l le r 's  outlook becomes more motivated. The cooperative must post 

supervisors in each ward with the responsibility of a certain 

"caseload". The society must charge enough interest to pay for this 

supervision -  at least 10%. Ideally, the supervisors should be trained 

in agriculture.

The cooperative movement 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 agricul- 

ture and'they need guidance in.making recommendations for improved 

farm practicesP rom  the extension' side, cooperatives provide & ready 
made-unit for implementing an extension program. Information can readily 
be dispersed and meetings-easily called through their administrative set
up . More important, coop§rators have credit available to carry out. 

extension recommendations. ,

3/4/64



I8S
APPnCATION FOR MEMBERSHIP

TO; The Management Committee of

Cooperative Society, Ltd., at_

I, the undersigned, hereby apply for membership in the above cooperative 
society and am interested in the following services:

YES TO (Check one)

1. Credit
2. Savings
5, Marketing
4. Consumer services
5.
6 .

I further certify that I am an owner/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
Signature or thumbprint

This application is recommended by 
the following two members who have 
signed below;

Witness i f  thumbprint is used

Above application for membership has been approved this date. 

Date X
Authorized signature for the 

Management Committee

COMMENTS
This form is used when a new member 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.





m
PROMISSORY NOTE

Membership No._ 
Date ___

For value received the undersigned (hereafter known ajs the Borrower) 
jointly and severally promise to pay to the order of_

________ _ and/or the Cooperative Bank of Nepal, hereafter
known as the Lender, at its office in__________________________  the
principal aum of Rs .________________  NC (Rs . /  NC) in the
following installments of principal, on or before the following dates, plus
interest on the unpaid balances at the rate of______________ per cent (__%)
per annum until paid.

Rs..,__________ NC on_________ ' 19_
Rs.___________ NC on_____________ , 19_
Rs __ NC on , 19

Rs, NC on
Rs. NC on ,1 9
Rs. NC on , 19

Accrued interest, shall be due and payable on the same dates as principal
installments ■ Rrepayments may be made in any amount and at any time at the
option of th3  Borrower. Borrower further agrees that:

1. He will repay the loan as income becomes available even though loan is
net ye-". ;

2. while indebted to the Lender he will not borrow for any purpose from any 
other source without prior consent of the Lender;

3. he will not sell any of his possessions while indebted on the Promissory 
Note without prior consent of the Lender;

4 . he will imnjediately notify the Lender of any conditions that might affect 
his ability to repay;

5. he 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 w5̂ 11 be used only for the purposes authorized by the 
Lender and wMl live up to "̂ ihe terms of any other documents prepared 
in connecticri with this loan;

8 » this insxrument shall be subject to the present regulations and legis
lation of His Majesty's Government., and to its future regulations not 
inconsistent vioh the express provisions hereof „

X X
Witness i f  print is used

District

Gram Panchayat_ 

Ward No .,___





SUPPLY VOUCHER i t 7

SUPPLY VOUCHER 
Date ■

No.
Member No,

?c: Thr. jMa.nsgor of_
a'u

Pj.ease issue the following specified amounts of 
supplies (or cash) as indicated to:

whose membership number appears above. He has 
R& - ________ KC in his loan account for
these purposes.

ITEM
Co-op Inspector

RATE VALUE

T O ' T A L - J - ----------

Signature and/or stamp of authorized person
fillin g  order

I have received the above quantities of sup
plies and/or cash.
Date X
Witness i f  thumb print is used:

X

COM-ENTS -  This form is printed in pad form measuring 4"x 7" . It is prepared 
in triplicate and each set carries the same serial number. Each sheet of 
the set is a different color for ease in distributing the copies. The firsi: 
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 store or ware
house where the manager there completes them. The original is returned to 
the borrower after he has signed the second copy which is retained by the 
store.





l a t
RECEIPT FCE PAYMENT

Name No.
Dist. Gram Panchayat
Ward No. Member f

Received this date f 
member as payment on his loan(s) i 
of > Rs NC applied 
pal and interest as follows:

Office use ! Princltial Interest

lo.

*rom above 
;he amount 
to princi-

Total

Date

X
Signature of authorized 

receiving o ffic ia l

Stamp of cooperative

COMMENTS; The 'receipt is printed in pad form measuring 4":x: 5** . It  is pre
pared in triplicate with each s6t of three bearing the same 
!?erial number. Each sheet in a set is  a different color for 
easier distribution. Original goes to the borrower, second 
copy accompanies the money -vAien i t  is transmitted to the branch 
bank and third copy remains in the pad as the issuing o ffices ' 
record.





LOAN RECORD CiSRD

Member shi 

Type of 

Gram Pant

Lp No. Name

benancy District
1

Jhayat Ward Number

Date
/

Advance Amount of 
payment

Receipt
No.

Application of 
payment as to Principal

Balance/
Repayment

SchedulePrincipal Interest

I

[ 1 1 '
1 Ui«— ■ 1 ...... ....

COMMENTS; Individual loan record cards are 5”x 7” and are printed both,sides on 
s t i f f  white paper. They are kepi in special metal boxes with a dust 
proof l id . One card is  kept for each outstanding loan. One promissory 
note is  signed for the years' needs but the borrower w ill 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 priOCipal 
balance noted. '





i m

farm & HOME PLAU Code No.
Name Age
Tenancy ; Land Ovmed ; Land leasnd to others ; Land rented

Gram Panchayat Ward Village

FAMILY RECORD

Name Relation » Ase
j

Marital Status t Occupation!

-

j

t 1 1

NET WORTH=





I t l

PART (b) CR.OP PLAN

Plan i  ̂' Actual 1
Crop Hec.

Yield
per

Unit
Operator' s 

Share

Operator’ 
Amount

's &ies: 
' Value

!Yield 
'Hec.J per 

Unit

------- -----  ■ ------- 1

Operator's!Sales j 
Share i |

1
1

-  -
t

' i 
1 j {

1

1 I ’ 1 

1! 1

ii 1 1

1

i
i

Totals _____ t  ~  »

PART (C) IITrESTOCK PLAN

Plan
I

Actual

Kind 'No.
jProd.
' per 
Unit

Operator' s 
Share

Operator's Sales 
Amount Value

!i 1 
i No.

iProd . 
per 

Unit

I
Operator's'

Share
'Sales

i 1 1 i

! I
!

i
> ii 1

i1
j

!"----- r - ^Totals t - —Y ” 1 ___ ________ ' , ______ i1 » ' —  i

PART (D) RECOMMEroED FARM PRACTICES
j

Practice  ̂ How to carry out

1

j

2
I 1

3 t

4
1

'
i

5 '1 ....  ■■■■ ----------

PART (E) SUMMARY OF OFF-F ARM INCOME
Source of income and | 
person earning it

I j
Jan. 'Feb. Mar . Apr . May 1 June' July'Aug. Sept Oct. Nov. D̂ec . *

i  !  i ! 1 
1 : i i

1
i

I1 1

j i 
i

1

i

11
t

i  i

Totals 1
1 I  I I T 1 f

Total Off^arm Income: Rs. NC



Date
Needed

X .1 V •*- /  J-J

IteiT; ' Plan

l l  r i i n i  v u ;  U A r j - j

Credit'' Item

L A L i  n j v r r i i M u x  1 L i t - t a a

Date 1 1 
Needed Plan Credit

Cash Family Living 
Expenses

1

I

Food
1

Clothing i Total >̂ <

Religious PART (h) U3AN STTMMAPY

Miscellaneous
----------------------1

jRs.

For Family Living Expenses ;

Cash Farm Expenses •For Farm Operating Expenses
1

Seed, For Capital Expenditures

Feed
i

I Total Loan Requirement i

Fertilizer PJffiT (I) FINANCIAL SUMMARY

Spray material Plan Aetna3

Hired labor 1. Farm Income (Pt B & C)

Hired bullocks 2 .  Other Income ( Part E)

Taxes 3. Total Cash Income(l & 2)

; Rent 4. Total Cash Expenses(Pt j )
i

}

Other 5. Net cash income (3-4)

6 . Total Credit (Part H) 1 i
( i

7. Total Available (5 &  6 ) i
( i

18 . Capital Expenditures(Pt.G) i

Total ExDenses
I L

. Balance Available(7-8)
1

PART ( J) DEB̂r RE-PAYMENT SCHEDULE
i Amt. Due 

To Whom Owed *this vear
Due
Date

[Amt. to be paid 
this year

f
Source of Funds

t

1
Total 1 t (





H 9

PART ( k) TIMETABUE FOR CREDIT NEEDED BY MONTHS
■■■: 1 i 1 ................  j ........

Months ' Jan ^Feb .'Mar .1 Apr . May June'July Aug* Sept Oct. Nov i
1

Dec.! Pemarlcs
Family Living;; 

rood
1 1

i ( •

Clothing

Religious
i t1

Farm Expenses 

Seed -  paddy

!
i

t

Other seed
1

Teed iI
1

i

Fertilizer
I

1 i
i

Spray material ! i 1
i
i

I

Hired labor
1 I

1 i (! i : i .
i i i !

1 i i ' Hired bullocks 1 j i ' 1 1)
1 i

1
Taxes 1

i : 1

Rent
; I 

i

CapitalExpenses
i
I

(
i\\

1
!Tot .Credit

Totals
! 1 
i -----i------

i
j------

!
.)— .-1------

1
iRs. 1

PART (L) LOAN APPLICATION

TO: 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 fu l f i l l  a ll 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. 

member based on this Dlan,

NC has been approved for above 
c

Date of Management Committee 
Meeting

Authorized signature for the 
Management Committee


