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Foreign Aid And Social Structure

N Nepai Notes on Intra-State Relationships
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Introdaction

The story bof toreign aid in Nepal is the story of a trickle tarning into a
torrent —an image that is more than literal in Nepal. The grant of Rs. 22,000
m the ﬁscﬁal,y‘;ear 1931-52 from thé United States -Government under the Point
Four Assisjtance Programme was to be the modest beginning of a multi —million
rupee €nt§r'prise on which the paraphernalia of Z\Tepwal’s “devclopment”: would  be
CO‘ltingef%f. The camulative aid inflow into Nepal in the 30 year period between 1951
52 and 1:5979 <80 has ‘been a staggering Rs. 7734 4 million. In these last three decad_es
five deve!‘opfn\fﬁil»‘t plans have ‘marchied * on, each more ambitious than the other, but with
one common cliyarzicfte’rstic: pThe foreign aid component have invariably determined
the content of the ambitions réfleted in each plan, The on-going Sixth Five Year Plan

is no/exception.

*Dr. Mista. is associated with the Centre for Nepal and Asian Studies (CNAS) at Tribhuvan University,
Kirtipur and Dr. Sharma is the Chief Advisor at the Population Commission, HMG,[Nepal. This Paper
originally appeared in Foreign Aid and Economic Development, papérs and proceedingsof a
Conference published by the Integrated Development System (IDS) Nepal in 1983. Reprinted here with
the kind permission of the publisher, '
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The, last three decades of foreign aid in Nepal shows  three distincti‘ve features
even on the surface, Fu:st the sheer magnitude of fmmon aid in l\cpal has more. than
tripled in each c.vc‘»dt Second, there Fas Leen a subsmmm] change in t»hctgg;lgplorsz.uc_n
of foreign-aid. Third, over the last 30.years foreign aid has increasingly penctrated.a

wide range of economic and social sectors cf the country Inevitably then it-has had a

substantial“impact on Nepali - societv. The objective of the presert papcr is to analyse -

'he rﬂauonshlp between fmewn aid aqd social structulc. ‘ o o

" Ihe genexal tmmewom undm whmh this paper s based is as fcllows: Fb%'eigm

a1d VIS not a umhtem] phcnonlcn(nf ' R SRR
Foreign aid {including the amount and the allocation pattern .and ti’ﬁl’ld),-isa.s ~much

a result of - the intcruz\l-—bc it political, “economic or social—cimperative’’ of .the reci-

plent country as reflected  in 1t kf'ormﬂ:o:f.govcrnmé‘nt, a5 it i» of the external
“mfezest —Dbe it political or cconofnk, or lecal, regicnal cor jglobal‘,\v' (-)fi'j“tuhe
_d:om}rs. Sof ieties  which  are politicél]y ard economically ~ diversified and
relatively egalitarian ~and have {ramed a dcve}opménta] st:ucture of their own—may, under
adequate . native balanczing mechanism:, utilize foreign aid cffectively while at . the
sams time maintaining a certain degree of political ncﬁtrality. In the context of a cou-
ntry. - like  Nepal, however, -<development” through foreign aid essentially: becomes -a
metaphor for the maintenance and strengthening of the traditional native power. structure.
Definite social classes in such recipient. ccuntries play a decisive role in determining, in
collusion: with the donors, both the content and the channel of foreign aid, - inflow.,
The upper-social classes of such' tountries derive the major benefits from foreign
aided development; Foreign aid, therefore, enlances the positien of ‘the upper: ‘social
classes who' benefit from the maintenance of the-existing system of political and economic
power. The need to legitimise such a power gives foreign aided - development” the halo
of a {peoplz-oriented ~development” while' at: the same time increasing the’ dependence of
thet-Jower classes, This facade, "in turn; sets “up a  major contradiction within, the

mative sockal - structure.




“The Boonomic'Jowrnal ot Mepal ™~ Bk

“Fer the pubpose’ of the presert tkposition’ we have tried to  visualise Nepal’s class

structiire” a5 belng - made “up ‘of ~two " classes; ike upperclass and the  underclass

The upperciass is a ‘generic categoiy which' “subsumces four major subclasses, the aristec.

racy, the land-owning nebility, the wrban administrative, technical. apd business elite and
the natiepal and local level politicians. Tle -underclass - consists of petly traders, wage
'labomers, tenants, the mass of marcmml and sub—mm_osmal fdnmexs and the lapdless of rural

Nepal, The follome‘ dlsbussmn Lhu] W1H attempt to 'mal} sc the 1ela110nshlp between
forezon aid and class structure vis-a-vis the threc ma301 a<pecls oi" a sociul sflucturcm-ihc

pxoductlon 'md dlstubutlon svstem, 1hc powev slxu(tuxe mld the 1dcoloq1(,al fremewczk,
Production aud Distribution

Forc1g11 ald in \Tcpnl has gone in three mfgor dxrccuo 15 Inﬁastruclur a] dcvclopment
( mcludmcr poawear ), Lealth [ eduzation and, recently Iulal dcvelopmenl The
fitst has “contributed ~in maI\mw the 'ﬁzﬁidﬁal phv51m1 space  more axtmulatcd

but at” the same " fime the pxoductlve ﬂppa;atus of e coumry ‘has heccme
subjacted;

“in “a mitch “fhoré ™ comprelientive ‘fmantiér; to’ exrérnal,” predeminanily
Tudian, » markets: " Infrastructural‘expansion-through foéreign aid has been ai parliculaily
iutéresti‘ng example of the physical articuldtion ‘of political pointss and counter ‘points” for
both the donor-and the rezipient “cowtries: Foreign aided: projects in’ healtli” and" educa-
tion--the: “isoft’ sectors—havé hiad soms benefinialieffects but the gains hive dissipated “for
want of “an’ ‘eflicient local ianagerneént™ structure. As - d result these séctors have gamed

an’increasingly Gentraliszdr and dependérie: character. Rupaldevelopmerit; and the ~search,

so-slong delayed,: for the fulfillment of - <basic. needs” of .the; Nepali. poor under the
‘intergrated’” . approach has, broadened. the spatial. focus of development butiat the same

time a transformation of the,rural. agrigultural; cconomy, while made contingent on.mass-

ive: foreign- assistance, is -nowlere-in sight. Pechaps: the.lack-of ;any positively reintorcing
changes in: the system of produstion and: disteibutior, after-all: these years of planned dev-
elopment can.be traced to the neglect sulfzred. by the rural.cconomy at the hands-of foreign

aidéd-developmcnt in Nepal. In the lack of an introduction of -pesitively iefnforcing
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elemeats in the rural social structure, e. g , access to or participation in resoure usg, .the
nﬂotion of an “integrated rural development” may only be an euphemism for the mtegration
of the interests of the ruval land — hé_ged. upperclasses with those of the urban counterparts.

. The Jimpact that the scalc and the pattern of allocation. of f.reign. aid has had in

the country, my be Summnlspd as fo lows First, foreurn aided  projects, notably infm-

structural prolects have speeded the process of monetlzatlon of the rural economy At the

same tlmc, howcver trade rclatlonslnps ha\e_been op31ded The terms ofrradc have

consxstently rcmuned in favour of the su)s1dxsed urban _sector. Monetlzatmn of the‘
rural economy has also Contubuted to thc anetratlon of the Indmn market W1thln \Iepal
.l\z{onctwation has azcled in., the transfer of.capital from  rural - to urban areas, and the
mobilization of capital for rural development has not been conspicuous. The. beneficiaries
of this process have, been préqist}ly. -those -classes which-determine the content - and-
channels of foreign aid- inflow intg.. Nepal.

Second, foreign aided development has had no signtficant effect -on: the mode:of:
pmdqc?ion. Partly bccguss foreign aided projects. have remained more- infrastructures
btased »aud “soft _sector” — biased the  mode of productign — even in the Terai which

}ns dxstmct possmmues oF commelcxaL agriculLure—-ha‘; undergone little change: Develo-

prne:nt and its effects hzwc contributed, however, to tkie- fast hreakingup of e traditional
patroet _—:Ii'cnt rela‘;i_omgh‘i;p&.— The rueal vnderclass«is ;gradually finding’ the carpet pulled from
under its feet. Pressure of an ever-increasing: population coupled with the already irsgeure

mat.—Jand, relationship . has made - the “situation of the rural underélass tmore nnce:

fﬁ?:in Thus - ic is, that .the. incidence of poverty has progressively increased wlhils

devebpm:at proryoammes deife on with the Intentionrof emdicating poverty and ful-
ﬁnmg thc baslc needs of the, populatlcm

Aoueulture, the mamstay of .. .the. Nepali.cconcmy, }ns not -benefitted . from  pesn
es*ment of the pmﬁts deuved ﬁom .thi

2

ector. . Since  the land:owning nobility  has

a megor stake in its urban bases, the. profis .derived . from . .agriculture-. are

reinyested into, money-spinning . but nongprodugtive.sectors. -Among. the vrricus reasons
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responsible for the stagmation of the agricultural sector in Nepa chis factor has alse
maile a singnificant ' contribution.

Third, the spatial disburdement of foreign aid in the last 30 years. indica.
tes (hat foreign “aid projects have been, with the exception of the road construction
,prOJccts in the hills, mainly conccntmtcd in the ccmral ‘and eastern  Terai ~and
,Kathmandu Vallcv Thcrc isa dr:ﬁmtc urban blas not only in terms ’vz,)f the log-
.Aation of prq;ccts but also in terms of the ultimate '1dvantacm accrmng ‘{.'r'om 1lc

i

. prOJtcts Infeastructural (rrowth,' while facilitating the mobility of the poPulatzon at

N

Al:argc, has enhanced the linkages of the rural landowners and eased their entry

into the power structure which is location specific (nrbmhbasszcl)'. The urban ‘bias
‘in -foreign aided development has had other consequences as welll It has led o
the: rise of a distinet sub-economy within Kathmandu—a’ substconomy  that consis-
tently makes a mockery of the piverty of rural N‘f:pzi]. This sub-economy, which
‘has " helped Kathmandu - Gity graduate' into a metropolis, thrives ‘on foréign  aid
‘and benefits the arisotcracy, the landowning nobility, ‘the administrative, business and
techiiical’ elites and the panchas in the uppm echelons of the political powm str-

ucture. The risc in real estate profits is ‘ah’ offshoot of thxs axtlﬁmally inseminat-
- e pub-economy. - The .manipulators of - this sub-econuiny have femained at" thé “for-

Aront.of -the suburbanization of * Kathmandu;® increasingly ¢haracterised by a process
-of . pesidential segregation -and- by the growth of an aspirant “middle class converg-

ing, from..all over: Nepal. ‘While there has been -a. predominant urhan bias in

: forgign “aided development, it “has, - howewver, ot been instrumental in inducing the

“process: of ~urbanization in Nepal: -

The urban bias has hclpcd fow-ardv the “creation' of a tparasite” primate. city

except tourism. Tt has, however, served the

Swgin functions’ of the  centralization of effective " power and . of the sustenanee of

Y

“the @conornic; social and ‘political "'smms gio.

“Fourth, 1f the system of “production” Iras  wndergone " Jitdle changs as’a’




Misra and Si‘\arma . Foreign Aid in Nepal

. rof foreign aided developement, novel changes have been introduced in the system of
disteibuiien. These changf:s ate. the by-products of the crystallization of the inter.
-ests’ of the upper classes which have become more visible and assertive in the pro-
cess’ of foreign aided development., While the emphasis on what might be termed
“public goods” in foreign aided projects might give the impression that the system
of  disteibution has® been -more - just and eqguitable, reality indicates otherwise. While
a road or a’ school: or a hospital might ease the access to a market, to knowledge
or. to health’ for ‘thosc economically capable, these facilities by themselves do not
create conditions for their use. In the lack. of ascess to or participation in resource-use
for  the majority of the population. “public goods’ tend to disproportionately favour
the economically capable. Consequently, the system of distribution of the gains from
ﬁ;feign aid has made the distribution system more centralized and perhaps cven

more - parochial,
Power

The first and the very obvious political role of foreign aid consists in its
overall support of the traditional power structure to the benefit, by definition, of
the upperclass, This support has manifested itself in a variety  of guises of which
the following appear to be the more important, To begin with this support be-
~comes evident in theedisinterestedness” with which the donors have viewed the obvious
contradictions in the organizaticn of (mainly agrarian) - production in the country,
While most of the foreign aid projcbté envisage an increase in the scale- of produ.
ction and a change in the pattern of production, very few, if any, venture = to
unknot the problcms of rural indel;tedness tenancy,  landlessness, and so’on. There
can be little doubt that this <non-interference” will dnmmsh-—- or altogether nullify—
the potmmally beneficial effects of foreign . md However and as a corollary, one could
as.well assume that it is this s;lence-—-appearmg as colluslon--whlch has bought the donors

the. immense latitude they enjoy within the corridors of .the . power: structure,
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The power of the purse- has..also helped the power strugipre. by contribuling

(o the legitimization of tle political _system,  The political _dimension. .of .the

numerous  development  projécts -becomes evident . here, .. As. long as, districts

and panchayats genuinely vie against one anotber for a - share . .of  the, development

budget one can remain relatively well- assured of the. stability of .the . electoral

politics and the political® systeérm. The . recently promulgated - fiscal  decentralization
scheme also appears to be geared “to this end;

111l another contribution of foreign aid to the power structure has been the immen-

se expansion and diversification of central and local state bodies. "It is ironic that

for the ficst time in pczic‘c-tirn'ew Nepal—and barring the penetration of - land

rent and labour exaction machinery — foréign aid has enabled: the upperclass 16 extend

its reach and make itself felt in the very far flung and heterogeneous villages and
hamlets in the country. Foreign aid has caught Kathmandu by the ‘earshowever

lavishly and partonizingly—and takea it on a ‘guided tour cof the countryside,
Foreign aid has also enabled the power. structure to divert native resources from

productive activities to policing (witness  the proliferation of administrative, political

security - and  superseding, pOIiCYMmaking hodies) and other, activities. Foreign aid

has helped toward the creation of a truly nationwide and unitary power network.

The  second_ political role of foreign, aid has consisted in the increase of political
dependence of the underclass, The lean—to that foreign. aid  has provided to the
upperclass has made a demand of systematic political subservicnce from the gx_r}d_e_f-
searching for a shelter. This is manifested in a more frequent and a .m‘ €,

class

extensive interaction of the villager, from the position of a. subordinate, with the

central and local state bodies for local development programmes. It has come  in

the -form of a closer supervision of acts.of political heresy by means of the police,
the. chief district officer,  the..zonal commissioner and the like, . »1t: has. come:in the:
form-of the wide operating: space. the underclass. is, forced to allow the: urban technical,

administrative and business elite for .the <development of .the country’’s It has:come .in
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the fortof a massive increage in the scale of  state-wsponsored and slate—controlled national
programmes wlich allow little opportunity for the litile voice to be heard

The third E‘pb]itieal role of foreign aid has consisted in a substantial contribution
6" the Westerhization ‘of the upperclass. Foreign aid;* in’ particular, has played the pre-
do‘;:niua’hft role” in the vise of the urban adininistrative, technical and business eemiddle
E:léss”, Thnis cimmediats” and visible beneficiary of furéign aid —who also reaps major
benefits from “the liberal, weltare state——patiérn of goverivmental expenditure, e, g., that
spent on’ edusdtion, fhealth and other mass programmics—as the major carrier of the do: o' s’
cﬁl—turdl'-ﬁcchﬁoldéical complex is characteristically qualified to serve as the support staff
for the donors and as somtime bikas—wizards and sometime fellow conspiators fcr the
rest of thé tpperclass natives. Without an independent economic and palit cal base
this gi"OLibl—llnliké the other upperclass groups=largely ‘subsists on foreign aid and con-
\mually “urges fora generous and stechnically efficient” use of foreign aid, The donors
pav tms‘bg‘rouip“ well if théy happen to-be ciployed by the donor agencies.  For the
nizijovrify‘ of the inembers Of"thi'sf' group—wlio. do ot work directly for these agendies -
the d no's lob”')}; for higher inciine ‘and statis—in the form of higher salarics, allo-

WANC S, W gTs, intcrnntipnal training jaunts and theé like,

The Hurth mijor role of foreign aid consists in its contribution to the crisis of
institutionlization of davelopmsnt programines in the country. The widespread assu-
umption that development prej:cts will be administered locally beyond the specified pro-

ject pericd has remained an unfulfilled expectation for most of the foreign aid deve-

lopm#nt  projeits.  Neither “the government wor the native organization of society is
equip>rd totake over  the resoonsibility of regular administration of the large

and }‘qiﬁl-i:n{' devéléﬁment pv:fl)jects Tt i5 obvious, of course, that development projects
will remain as [j’i‘:lbja.éts V(fof' a speciﬁed pcribd offtirric') ot wither away unless the
burden ‘is shouldered by the largc mass of “the ‘native, the underclass. In a way,
however, the burden is really oun the upperclass ; The longrun pe[‘SpcdiVC on  the

idunlizatién “of "national  developiment “programm-©s necessarily depends upon the
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extent ot distribution of power between the two classes of fatives, cach foreign to
the other, "

The fifth major political role of foreign aid—closely connected with the one
above—relates to the notion of people’s participation. It is enlightening: - to note that
the high—pitched exhortation for ¢people’s participation’” has had a  histerical corr-
espondence with the involvement of large sums of foreign aid in the country. This
correspondence between the infusion of large doses of foreign .aid and the call for
“pecple’s participation™ has two interrclated implications, the first of which is that
the upperclass either did not care for people’s participation or did not have the
design or means to ensure it prior to the inrrease in the scale of foreign aid in
the 1970’s. The second, in turn, is that “people’s participation” becime a catch-
word of the political—administrative domain subsequent to the entry. of forcign aid
projects in rural underclass areas. In any case, while only a genuine. participation
of the undcerclass can ensure a national progrimme  of induced sceial change, the
long—standing historical contradictions involved in people’s participation in the coun-
try make it unlikely that foreign aid programmes il Le able to contribute to
their resolution, Ttis further likely 1hat. twse contradictions will effectivily  hinder
some of the honest attempts at the institutionalization of developmert pregrammes

- the country.

Ideology

Foreign aid has provided impetus to the. crystallization of certain. ideological
dimensions within the Nepali sociocultural structure—those ol the: upperclass m par-
tcular. A beliefl in the possibility and desirability of rather rapidly induced social
change, an overwhelming faith in. the: western culturale~technological ccn}pléx and
a4 growing sense of national frailty: may: be identified - as the major doreign aid—

erystallized ideological dimensions.

The generation of  an ideblogy: which admits’ the “passibility -and . desirabifity
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ol rapid change in a stagnant and segregated social setting through the means of massive
infrastructural and other investments is a distinct contribution of foreign aid—althos
wgh the cxtremely low level of development of the economy cannot but be inti-

mately related  to it

It _is'to be noted, however, that the acceptance by the upperclasses ‘of the
desirability of rapid social éhangc has remained subsidiary to their overall interest
i msintaining  the: traditional framework of production in the country, Regardless
of “ the degree of rapidity, the social change that is decmed desirable is ordered and
controlled social change. which provides adequate stuctural and temporal leeway
for the upperclass to adjust its interest vis-a-vis the underclass. Foreign aid seems

fully agreeable to keeping these interests intact.

Nonetheless, this ideology, exemplified i1 the familiar promisc of a- better
life for the underclass, promised particularly by the aristocracy and the mnational—
and . local wfevel politicians, has not altogether. lost its appeal among a large ma-
jority of .the underclass, despite the stains of disappointment it now bears. Gover-
ment—sponsored development projects are received well in local settings, not merely
becaitse: of the immediate infusion of resources such programmes provide to the
lorality or because: such programmes have a d:fialte coerciveness built into them,
but also Dbecausé: of ‘an carnest hop: or beliel' that “the project’” might indeed create
cdziﬁ/i{éons‘ for long temmdevelopmint ot the ‘avea. <Bikis” has become everyman’s
%\miﬁ Nonetheless; and’ if evaluation reports of the various completed and half-
completed dc:izplﬁ)@héht projects arc any guide, the chances are high that the rather
rash promise of rapid development may‘[{aVC begun to take its toll in the- form
of & michelowered faith in the posssbility and desivability cf rapid social change.
Thcé’c" hopes and - promises were based * as much on excessive zeal as on a- faulty
reading of corssnational histrorical experience by both the donors and the upper-
elass vativé: notice the naive optimism reflected in the early United States aid pro-

gramme and . the. statement made by king Mahendra that Nepal could achieve in
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ten "Years what othett countries Wad taken one hundred| years?). The *pimise “of ra-
pid socidal change, on the other hand-and "as noted in the ‘previous® {Wwa - sections

has la{rgely held truz for the upperclass. S K o Tt

The inordinate faith in western technology, expertiss and culiure ( including

knowiedgé ) is algo Plosely 1c1ated {o foreign aid, The altarhmﬁnt ol the upperclass,

parfidulmrly the ams{ocracy and the utban administrative technical and business eli-

te] to. partmulal western  motions of economic . develepment :and the “ever-shifling
stra egles of economic development, “cducation, popula: culture. .and. modes of - con-
sumptlon have received much support from foreign aid. Much: of the received wis.
dom, however, appears to ignore the systeni(s) of production in the country: " ¥t ‘does no
directly ond adequately acddress itself to the preblems of ile uuderclass. While'there are
promises that the planning of economic development will hence:fo. th De. geared to the
condition of the underclass (e. g. through tle «hasic reeds” approtel, fmell Feaimers
Developmeént Prcgrammes> the generation of a relatively compreliensive native. ideology:
and mode of development does not appear to be intle offing. While the upperclass psyclc
is ‘mired in frustration— with the econcmic and  political. privileges intact .neverth-
eless— the mass of the population is increasingly being alienated from programmes -
of divelopm nt whather - finwced from native sources of foreign aid. The, ideol-
ogical framework bchind the progamme either remains_vv‘uncryslallig{cd or is 'devoid
of  native systems of practice and thought and the underclass ,canndt ,1nﬁianingﬂuflly
relate to it: The apparent commitment of,  the upperolass to the promamme (pres-
umably based on a valid ~HildCFStaHdlng 01 .th¢ 1deolomcal tramewmk} contubutes to
~further mistrust. between . these: {wo “bencﬁuary lclasses Ihe‘ Jmpor ance @i the
generation of a native ideology, of course, - can_ not be over- emphaul/‘ed thc oeucuc
and ubiguitous question mark rasied with respect. to ‘the 1nst1tutxonahmtmn of foremn
aid .development p10Jccts is merely an mecsuoq ot tl mﬂ)xhty £ (uat“ anatwb

ideology . of - economie deyelopment.

“and Nepal's

" Finally, the almost sclf negating reliance on foreign aid inter-
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national rCCOgnizatié}l. as a’ basket case—las contributed to the generation- of an
onéfw.}%ﬂelmihg ssnse of national frailty and personal inefficacy. A juxtaposition of
the -staggering -amount of foreign aid already spent and -being demanded — and 1the
miniscule and obviously mnomendogenously-bred attainments make a very painful re-
ading. V_This national - helplessness coupled with the historical economic_ apd poli-

tical powerlessness of the underclass  combine .together to give a feeling of the

fragility of a common nationality of the two classes.
Conclusion

The intetface between  foreign aid and social structure in Nepal presents us
wih some interesting — although not  altogether novel — perspectives on underdevel.
opment in the world context, While foreign aid my be locked upon as a legit-
imate means towards national dcvelopmcm a mere tlow of grant loan, mchnologv,

W
cxperuse and culturc f‘rom the outs1de may not, under “mcommensurate" structural
condluous hclp ‘transcend underdcve]opment Foreign aid may, on the other hand,
contribute to the appearance of growth within an underdcvelopcd >structure. It
is likely that these <growth sectors’” will primarily cater to the interests of the
traditional power structure. This collusion, or appeasement, of foreign aid in supp.
orting the upperclass in their interests can have a number of important consiqu-
ences for the recipient society, First, it can seriously distort the national scheme
of priorities. Second, it can sharpen the contradiction between the upperclass and
the underclass. And third, it can create an imperative for a larger dosage of

foreign aid—if only to postpone a resoultion to the contradictions.
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