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ABSTRACT
Global fresh water resources are becoming increasingly threatened by the world’s
growing population. The heightened issues and debates over access and
development of these waters are frequently challenged by a variety of stakeholders
across a range of political scales. Hydropolitical theory explores these debates and
the environments surrounding the access and development of freshwaters that
intersect political boundaries. Under-developed landlocked nation’s with
significant freshwater resources, such as Nepal, provide an interesting context in
which to examine hydropolitical theory. The vast source of water that flows from
the Himalaya’s provides opportunities for large hydropower development in
Nepal that could solve the nation’s crippling power crisis, but hydropower
development policies of the nation may hinder national economic development in
favour of encouraging foreign enterprise. This thesis examines the actors involved
in shaping and directing Nepal’s hydropower sector since the nation became a
democratic republic in 2006 and considers the influence of these agents over the
Government of Nepal during this early period of political change.
The research was centred a round the case study of the West Seti Hydroelectric
Project, a controversial large scale dam proposal in rural Far Western Nepal. The
social, environmental, cultural and economic issues of this project have attracted
attention from international concern groups that have challenged the Government
of Nepal to demand greater benefits for the Nepal in allowing large multilaterals
to develop export-orientated hydropower from the nation’s valuable freshwaters.
Qualitative methods were employed to undertake elite and key informant
interviews with a range of politicians, hydropower businesspeople, hydro experts
and engineers, local and international NGOs and affected local peoples.
The research found that Nepal’s complex hydropolitical environment presents a
theoretical challenge to the way that current literature conceives the actors
involved in shaping the purpose and extent of the nation’s hydro projects.
Hydropolitical activity was found to occur across a range of political scales, both
within and across political boundaries as different stakeholders exert their power
over transboundary waters. Stakeholders and agents exist and work to influence
central decision-making bodies to define policies in their favour. The context
within Nepal reflects how there is a need for hydropolitical theory to redefine and
extend the scales and spaces in which hydropolitical activity is considered and
explored.
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CHAPTER ONE

Introduction
Energy is a basic input. Whether you talk of hydro, sun or biomass. Humans need energy;
the point is where do you get that energy (Dixit, pers. comm., 2009)?

The rivers that originate in the Himalayas provide sustenance, livelihoods and prosperity
to millions of people living in a vast area that stretches from the Indus Basin plains of
Pakistan in the west to Bangladesh in the east (International Rivers, 2008, p.4).

1.1 Water of Nepal
Water is an essential resource for basic human livelihood, but this resource is
coming under increasing pressure as the world’s population continues to grow.
Access to freshwater to meet growing demands has become a mounting concern
for many countries over the last sixty years (Dinar, 2000; Giordano and Wolf, 2007;
Elhance, 1999). This problem can be further complicated in contexts where
neighbouring nations share transboundary river systems, meaning the rivers occur
naturally across one or more political boundaries (Elhance, 1999). It is from this
context that a sub-discipline of geopolitics has evolved called hydropolitics.
Hydropolitics aims to explore the political contestations and cooperation between
nations over transboundary waters.
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Nepal’s single greatest natural resource is fresh water (International Rivers, 2008).
The water that originates and runs through the Himalaya region is the source of
some of the largest rivers in Asia such as the Indus, Ganga, Brahmaputra and
Irrawaddy Rivers (International Rivers, 2008). Nepal is a small land-locked nation
with a vast wealth of freshwater resources. The country is keen to develop and
utilise these resources for national progression, but has been relatively
unsuccessful to date. This is exemplified by the extreme blackouts1 experienced in
Kathmandu and the scattered availability of electricity beyond the Kathmandu
Valley.

As a lucrative investment sector, Nepal’s hydropower environment has attracted
interest from a range of large multilaterals and various large investment
companies from India and further abroad. Some of the nation’s politicians and
businesspeople perceive the large hydro developments these multilateral
organisations and investors propose as a fiscally smart means of strengthening
Nepal’s weak economy. Yet not everyone agrees that such projects are in Nepal’s
best

interests.

Local

and

international

water-orientated

non-government

organisations (NGOs), water resources experts, former bureaucrats and affected
peoples have raised strong opposition to the vast environmental, social and
cultural impacts large hydro projects would have. Furthermore these opposition
groups question the real benefits Nepal receives from selling access to their
valuable natural resource.

1

Also referred to as load-shedding by the Nepalese. Load-shedding means cutting off the electricity
supply to specific users on a mostly predetermined schedule.
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This context is further complicated by the political upheaval and changes that have
taken place within Nepal over the last decade. In 2006 the monarchy was finally
abolished and in 2008 democratic elections were held. The Communist Party of
Nepal (Maoist) gained the greatest proportion of votes and formed a coalition
Government with the Communist Party of Nepal (United Marxist-Leninist). Such
political changes provided opportunity for the new Government to reflect and
reform national development policies, starting with the serious lack of electricity.
In order to understand why hydropower development in Nepal is under intense
scrutiny and debate we must consider the geographical and political context of the
nation.

1.2 Context of the research
This research is situated within Nepal, a nation with a turbulent internal political
history and an abundance of transboundary freshwater resources, which has
attracted regional and international interest. In order to examine the complex
hydropolitical environment within the nation it is important to understand the
geographical nature and volatile political history of the nation. The latter has
affected the hydropolitical relationships with regional and international agents,
restricted the internal development of this sector and shaped the political system
by which hydro development policies have been pursued.

3
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Figure 1.1 Map of Nepal showing main rivers

1.3 Geography of Nepal
Nepal is a landlocked country in South Asia, bordered by China to the north and
India to the south, east and west. The country has a diverse topography that
stretches from the Himalaya Mountains that span from east to west across the
northern border, down to the Terei plains in the south. Nepal has a monsoon-type
climate, with the total rainfall varying between 1,000 to 4,000 mm with an annual
average of 1,814 mm (International Commission on Irrigation and Drainage, 1999).
More than 75% of this rainfall occurs during the four months of the monsoon
period (June - September) which can make for long dry periods throughout the
rest of year (International Commission on Drainage and Irrigation, 1999). There are
seventeen river basins and approximately 6,000 rivers and streams (Asian
Development Bank, 2004). The Karnali, Sapta Gandaki and Sapta Koshi are the
major river basins which originate in the Himalaya and account for 80% runoff
(Asian Development Bank, 2004).

The country’s population was estimated to be 27.5 million in 2009 and is expected
to grow at the rate of 2.5% per annum, exceeding the growth rate in food
production (United Nations Population Fund, 2008; International Commission on
Irrigation and Drainage, 1999.) Nepal lags behind other South Asian neighbours
not only in economic progress but also in key human indicators such as life
expectancy at birth, adult literacy, mother and child mortality, food consumption,
provision of safe water, sanitation, health services (see Table 1.1 Human
Development Indicators for South Asian Nations).
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Table 1.1 Human Development Indicators for South Asian Nations
Country

Life
expectancy at
birth (years)

Adult Literacy Population not
Rates (% aged using improved
15 & above)
water source %

Human
Development
Index Rank
(overall)
Sri Lanka
71.6
90.7
18
99
India
63.7
61.0
11
128
Pakistan
64.6
49.9
10
136
Bangladesh 63.1
47.5
20
140
Nepal
62.6
48.6
11
142
Source: Human Development Report 2009, http://hdrstats.undp.org/en/countries/

1.4 Hydropower and dams
Due to the natural abundance of freshwaters that flow from the Himalaya and the
natural topography of the land Nepal has a vast potential for hydroelectricity
development, but little has been developed and there is a nationwide shortage. It
has been estimated that Nepal has a total hydropower potential of 83,000 MW,
although 42,000 MW is reported to be economically viable (International Rivers,
2008). To date about 1% of the potential has been utilised (International Rivers,
2008). Consequently the country suffers from a power deficit and the Nepal
Electricity Authority (a national institution funded by the Department of
Electricity Development from the Ministry of Energy) had to resort to loadshedding in 2006, which peaked at six hours/day during January 2009 2 (Nepal
Electricity Authority, 2009; see timetable provided at Appendix 9.3). At the same
time, about 60% of the rural population did not and continue to not have access to
electricity (International Rivers, 2008). Traditional fuels (wood, animal waste and
2

During this period the nation had, at most, six hours per day of accessible electricity for those
who could afford it and were linked up to the national grid. The electricity was available in two to
four hour blocks in different suburbs of Kathmandu Valley during this time.
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agricultural by product) remain the primary fuel source gathered and consumed in
rural Nepal, which contribute to a range of health problems3 (Amatya and
Shrestha, 1998).

Dams have played a key role in development from early civilisation, providing
flood control, water supply, irrigation and navigation. Since the industrial
revolution they have produced power and electricity. Large dams have often been
perceived as an effective means of meeting water and energy needs for a
population and projects at on this scale often attract interest from international
financial institutions to meet costs (Altinbilek, 2002). However, concerns about the
practice of dam development have spurred recent debates around the broader
environmental, social and economic conditions that need to be mitigated before,
during and after the development of a dam project.

International institutions have developed polices and guidelines that focus on the
social and environmental aspects of dams and water resources. The World Bank
adopted its first dam-related policy in 1977 (on dam safety) and established
guidelines for Social and Environmental Impact Assessment, resettlement and
rehabilitation throughout the 1980s (Altinbilek, 2002). These practices have, with
time, been adopted and formalised by states and regional institutions like the
Asian Development Bank.

Financial institutions have introduced these guidelines in their development
procedures, but many opponents would argue that this is a result of the local,

3

Smoke inhalation affects the lungs and also creates eyesight issues, while the gathering and
transporting of these fuels places significant stress on the body.
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national and international opposition groups that have campaigned for greater
consideration of the wider impacts of dam building. The World Commission on
Dams has been important in providing strategies for the planning and construction
of large dams4 and the report released in 2001 has been widely acknowledged as a
point of reference in ensuring ‘best practice’ ideals are encouraged.

The need for such a commission stemmed from widespread local and national
activism surrounding controversial large-scale hydro projects. Social movements
such as those concentrated on the Narmada dam project in India, Aswan dam in
Egypt, Three Gorges dam in China and the Nam Theun II in Laos have raised
awareness of the vast and significant challenges large dams have on the social,
natural and cultural environments. The Arun III project in Nepal is another large
dam development, which gathered widespread national debate and opposition
and was supported by a range of international NGOs.

Arun III was a 400 MW hydroelectric project, proposed in 1990, to build a
hydrodam on the Arun River to produce vast amounts of electricity to supply the
national electricity grid and relieve the nation’s extreme electricity shortage. The
project was to cost US $1.1 billion, of which the World Bank was the primary
sponsor (Udall, 1995). However a strong campaign from local NGOs opposed the
project on the grounds that it was an overly expensive project, rife with corruption
that did not study alternative and more appropriate options. This movement was
staunchly backed by international NGOs including International Rivers Network,
4

Large dams are defined by International Commission of Large Dams as being 15 metres or higher
(from the foundation) and 5-15 metres deep with a reservoir volume of over 3 million cubic metres
(http://www.dams.org/about/). Using this definition there are more than 45 000 large dams
worldwide (http://www.dams.org/about/).
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Greenpeace, International Technology Development Group, Environment Defence
Fund and Friends of the Earth. In 1995 the Bank famously withdrew from the
project just prior to an investigation by the World Bank Inspection Panel as to
whether the Bank had violated its own guidelines for land compensation,
resettlement and environmental assessment on the project (Udall, 1995). This
outcome also led to a reassessment of the nation’s water resources strategy. Since
the failure of Arun III there has not been a single large scale hydro project built in
Nepal (International Rivers, 2010). The on-going internal political upheaval within
Nepal is another factor which has disrupted and prevented the nation’s overall
development, especially within the hydro sector.

1.5 Political history of Nepal
Nepal’s history has included a significant amount of bloodshed, mass uprisings
and a monarchical dictatorship, all of which have affected the nation’s way in
which hydropower development has been pursued. When Nepal’s Government
has been strong they have dominated and maintained control over the
hydropolitical developments within the nation, but in periods of weakness when
they have been challenged, other interests and agenda’s have gradually altered
their hydropolitical environment.

Throughout the 20th century three major political movements have impacted the
country’s hydropolitical context that exists today. The first was the political
revolution that overthrew the Indian Rana’s rule and weakened the Nepalese
Monarchy in 1949 (Whelpton, 2005). Through false promises of multiparty
democracy the Monarchy was able to re-establish their absolute power in the 1960s
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and embarked on the second major political period of the strict Panchayat regime 5.
It was this regime that encouraged foreign aid and prevented the involvement of
the private sector in Nepal’s hydropolitical sector.

Turbulent politics in the early 1990s ended the Panchayat regime and, when a
second attempt at multiparty democracy did not turn out as hoped, the Maoist
Guerrilla’s Peoples’ War brought in the third major political movement of Nepal.
By the end of this third phase, Nepal’s pivotal political changes had worn down
the Government’s control and direction of the hydropolitical environment.
Significant political changes since the 1950s had gradually weakened the state’s
influence in the nation’s hydropolitical agenda and created an environment easily
swayed by the interests and agendas of foreign multilaterals and India.
Understanding the background and emergence of the different political parties
helps to comprehend the contemporary political debates surrounding hydro
development, which this research will examine.

1.5.1 Early politics of Nepal
Nepal’s monarchy was often challenged by both civil uprisings and the Indian
establishment throughout its existence, all of which gradually weakened this
institution to the point of collapse (Hutt, 2004). The unification of Nepal in 1769
A.D. established the current state that has existed under monarchical rule for
almost 240 years until 2006 (Subedi, 1994). Though never directly colonised, Nepal
was to some extent a de facto tributary kingdom, first to the British Raj and later

5

Oppressive political system that enforced strict social class divisions and banned all political
parties to remove the possibility of political opposition. Further explained later in this chapter.
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post-independent India (Vanaik, 2008). The Kingdom of Nepal, remained in power
until 1846 when the Indian Ranas took control (a hereditary premiership that ruled
for personal wealth and power under the Indian king) and established among
other things a Hinduisation of Nepal that separated the population into a
hierarchy of castes and ethnic groups that remains today (Hutt, 2004). In 1951 the
Ranas were overthrown by the divisions occurring within the political elite and a
coalition that included political parties that had begun to emerge and factions of
those disgruntled with Rana rule (Hutt, 2004; Whelpton, 2005). This was the first of
a series of persistent challenges of power the Nepalese monarchy would face.

During the latter years of Rana rule in Nepal, political parties began to emerge as a
voice of the discontented Nepali people. The first political party, established in
1936, was firmly suppressed, but it lead way for the formation of the Nepali
Congress Party in exile in India in 1946 (Hutt, 2004; Whelpton, 2005). Nepali
Congress claimed to be a non-violent protest group, but secretly deployed a
fighting force aimed at removing the Rana rule and establishing a democratic
system of government with constitutional monarchy (Whelpton, 2005).

In 1949 the Communist Party of Nepal (CPN) was formed for the purpose of
removing the oppressive Rana regime (Hutt, 2004). Since then the Communist
Party has split into many different factions over the decades, including the
currently existing Communist Party of Nepal (Maoist) and Communist Party of
Nepal (United Marxist-Leninist). Through the combined actions of both parties
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and supporters, the Rana regime was removed and Democratisation of Nepal6 was
instigated with the Delhi Compromise in 1951 (Hutt, 2004).

The Delhi Compromise restored the Nepali King’s powers and formed a joint
interim government between Nepali Congress and the Ranas (Vanaik, 2008).
Political parties were legalised once they officially recognised the King as the head
of state. Nepali Congress conceded to this, but the Communist Party, not content
terms of the agreements, refused to support it. The Communist Party perceived it
as an act of weakness that Nepali Congress agreed to it and claimed Nepali
Congress were ‚a stooge of India and the King‛ (Vanaik, 2008, p.57). Consequently
the Communist Party were excluded from the reorganisation of the state
governance.

When the Communist Party did eventually recognise the King as head of state in
1956 the party was finally legalised (Hutt, 2004). A week before the nation’s first
general elections in 1959, a constitution was eventually put forward in which
maximum powers were vested in the King (Vanaik, 2008). Nepali Congress won
the elections and they soon sought to initiate state-led land redistribution7. This
alarmed the King, who immediately used his emergency powers to dissolve
parliament and ban all political parties and embarked on the establishment of the
strict Panchayat system. Nepal entered the second major political phase that
encouraged hydro development through foreign aid, but excluded the private
sector (Vanaik, 2008).

6

A political movement that sought to remove the monarchy and reinstate democratic elections.
A process in which land titles would be removed from elite and higher castes and redistributed
amongst lower castes.
7
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1.5.2 Panchayat system
For the purpose of ensuring their absolute power, the Monarchy introduced the
Panchayat system of governance in 1962 which remained in place until a mass
uprising in 1990 dismantled it (Hutt, 2004). The Panchayat system banned any
form of political party activity in a bid to remove the possibility of opposition
towards the monarchy and enforced a stricter caste system. Through state-centred
control the system developed a strong sense of nationalist ideology with the
introduction of state-owned enterprise, building national infrastructure (including
the east-west highway that remains the single main road to stretch the entire width
of Nepal from the east to west boundaries) and social and economic development
(Whelpton, 2005). Though these changes momentarily improved the nation’s
situation, it has struggled to maintain this growth and remains an underdeveloped
nation.

Hydropolitical development during the Panchayat era reflected this state-driven
activity. Donor-led projects using foreign aid from multilateral organisations were
encouraged, while private initiatives by locally based businesses were discouraged
(Gyawali and Dixit, 1999). Bilateral and multilateral donor involvement was made
easier through a new industrial policy in 1972 that nationalised electricity
production (Gyawali and Dixit, 1999). The pursuit of private and communitybased hydroelectric development was being sidelined in favour of foreign
multilateral involvement. Large organisations including the World Bank, Asian
Development Bank, USAID and United Nations began undertaking irrigation,
flood control, hydroelectricity and water supply projects (Gyawali and Dixit,
1999).
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The Panchayat era with its new direction of hydro development encouraged
foreign multilateral interests to bring aid into the country and allowed
organisations such as the World Bank to establish a role in the country’s
hydropolitical agenda. During this period the Nepal-based private sector was
excluded from any involvement and struggled to develop. Public opposition to the
authoritarian regime became apparent in the early 1980s, but this was suppressed
until the late 1980s when an uprising of the dissatisfied urban middle classes
began to express their opinions (Bhattacharjee and Meena, 2008). Throughout the
Panchayat period, political parties continued to operate underground. Political
consciousness grew amongst the population through underground education by
the banned political parties and anti-Panchayat movements emerged in the 1970s
and 1980s organised by these parties (Bhattacharjee and Meena, 2008). Before
explaining the political uprisings that led to the end of the Monarchy, I will give an
outline of the communist political parties.

1.5.3 Emerging power of Communist Parties
As communist ideas gradually became more popular and numbers of supporters
increased amongst the Nepalese population, different thoughts around the central
ideas led to new factions of the original Communist Party. There appear to have
been three major diversions of views that developed within Nepal Communism.

Early Communist political movements followed a pro-Moscow Stalinism that
eventually became a form of social democracy and followed relatively safe
reformist politics (Vanaik, 2008). During the second phase this movement
progressed into a Marxist organisation and by 1989 it had split in two; one formed
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a Marxist-Leninist approach, while the second followed a Maoist approach. The
first group would eventually become known as Communist Party of Nepal
(United

Marxist-Leninist),

pursuing

parliamentary

reformism

and

social

democracy (Vanaik, 2008). The second group remained staunch radical-Maoist
(Vaniak, 2008). From this second group the third trend of Nepal Maoism was
formed in the 1970s that has retained a fluctuating commitment in the rural and
‚base areas‛ (Vanaik, 2008, p.57). The upsurge of Maoism in West Bengal during
the 1970s led to a Nepali armed peasant rebellion against the big landlords in
Eastern Nepal and though this specific rebellion eventually dissipated, Maoism
became a well-established political ideology within the rural areas of the nation. It
is from this third trend that the Maoist Communist guerrillas of the Communist
Party of Nepal (Maoist) began their attack on the Nepalese army and over a ten
year civil war slowly brought an end to Nepal’s monarchy.
Political challenges to the Panchayat system and the monarchy re-emerged in the
late 1980s with the multiparty movement of the Jan Andolan. The Jan Andolan is a
term used to describe the mass Nepali uprising in February 1990, which was to
become the beginning of a sixteen year period of on-going civil anarchy and
opposition to the powers of the monarchy. Between 1989 and 1990 the Communist
Party of Nepal (Maoist), Communist Party of Nepal (Marxist-Leninist)8, Nepal
Congress and other smaller parties joined together and announced the Movement
for the Restoration of Democracy that sought to restore multi-party democracy
(Vanaik, 2008; Hutt, 2004). In April 1990 King Birendra conceded to allow the
formation of a new cabinet to begin negotiations with Movement for the
Restoration of Democracy leaders and proposed a second attempt at a multiparty
8

What was to later become the Communist Party of Nepal (United Marxist-Leninist).
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democracy, though the King would remain head of state (Vanaik, 2008). Later that
month the ban on political parties was lifted, political prisoners released and the
basic institutions of the Panchayati Raj dissolved (Hutt, 2004). Civil frustrations
and political movements appear to have pressured the King to the extent that he
felt the need to concede to major political changes that would reduce his powers.

By end of 1990 a new constitution was conceived. Amongst other changes the
charter aimed to reduce the King’s political powers. National Assembly elections
held in 1991 (the first since 1959) were won by Nepali Congress (with 105 of the
210 seats in parliament), but communist support was increasing. The United
Communist Party and the Communist Party of Nepal (United Marxist Leninist)
won a total of 69 seats (Hutt, 2004). Political power of the communist parties
strengthened throughout the decade both in the National Assembly and rural
areas.

By highlighting the inability of parliamentary politics to meet minorities and
discriminated groups’ problems, the Maoists launched their democratic revolution
through an armed struggle (Hutt, 2004). Maoist forces attacked local banks, burnt
loan papers to indebted farmers, stole money and attacked police stations (Vanaik,
2008). By 2005 the Maoists claimed they controlled 80% of the countryside (Vanaik,
2008). It is estimated that by 2005 the Maoist army had a force of 10,000 trained
and armed guerrillas called the People’s Liberation Army (Vanaik, 2008). This
period of civil disobedience, political upheaval and eventual political change left
Nepal exhausted, weak and unsure about how to reunite the divided population.
Additionally it placed new leaders in the advantageous position of uniting the
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people through opposition to the fallen monarchy and the previous Government’s
failure to bring positive change and progress to the poor struggling nation.

The constant political unrest amongst the population was reflected in the everchanging governments that came to power during this period. Between 1990 and
2002 there were thirteen changes of government, ‚with no real attempts to address
the immense problems facing the county‛, none of which lasted more than two
years (Vanaik, 2008, p.60; Hearns, 2007). Throughout this period the Monarchy
retained overarching power of Nepal, but widespread and growing influence of
the Maoists led to the King dissolving parliament in May 2002, sacking the Prime
Minister and Cabinet in 2005, suspending civil liberties, arresting political leaders
and vesting all executive powers in himself. The King became increasingly isolated
–both locally and internationally- and by mid 2005 the Indian government
changed tact towards the Communist Party of Nepal (Maoist), seeking to tame
their actions (Vanaik, 2008).

In mid 2005 the Seven Party Alliance was formed between a group of leading left
and right wing parties that included Nepali Congress, Nepali Congress
(Democratic) and Communist Party of Nepal (United Marxist Leninist). By the end
of 2005 the Seven Party Alliance, Maoist Party and Indian government signed a
twelve point Memorandum of Understanding that united all three groups with the
aim of ending of monarchical autocracy, restoring parliament and establishing an
interim government (Vanaik, 2008). In April 2006 over a million Nepalese
protested in the streets against the King’s dictatorship. After nineteen days the
King conceded to all demands of the twelve point Memorandum of
Understanding and Nepal was formally declared a secular state.
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During this last phase Nepal’s hydropolitical context lost direction to some extent
and became infiltrated with foreign agendas, though foreign private investment
decreased. The disruptive political environment throughout the 1990s and early
2000s was not at all conducive to encouraging foreign investment companies to
pursue hydropower initiatives. Potential investors were discouraged by the
uncertain and volatile context that made plans to develop hydro schemes highly
risky.

It was however, a period that was favourable to the large multilateral
organisations such as the Asian Development Bank and World Bank, who were
able to guide Nepal’s hydro sector towards programs that reflected their own
agendas. Consequently the Government, struggling to cope with the political
turmoil, relied on these foreign organisations to take control to some extent in
guiding the sector in a direction they believed was optimal to Nepal’s interests.
The Communist Parties that came to Govern in 2008 were faced with a barrage of
questioning from the public and local commentators as to the means by which
they intended to restructure and resolve the hydropolitical sector of the nation.

1.6 Research aims and objectives
This research aims to extend the existing body of hydropolitical literature that
explores the typical relationships between different stakeholders and the
development of transboundary water resources. Where previous hydropolitical
literature explores transboundary resources on an international scale, the vast
natural resources and concentration of local and international stakeholders within
Nepal’s hydro sector means there is an equally significant hydropolitical context
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centred within this nation. There is a complicated and integrated web of
international and local stakeholders involved in Nepal’s hydropolitical context,
which compete to influence the Government’s agenda, creating a uniquely
intensive hydropolitical environment. Using current International Relations and
geopolitical theoretical understandings this research shows how traditional
hydropolitical theory, which examines relations between nations, can be applied in
a smaller, but still highly complex context to understand which actors maybe
having a significant influence in shaping the country’s hydropolitical environment.
This aim; to extend hydropolitical theory was broken down into the five following
objectives:

a) To understand geopolitical and hydropolitical context of Nepal hydropower.
b) To explore the background to the proposed West Seti Hydro Project.
c) To establish who the main actors are and their views on hydro development
within Nepal.
d) To explore the historic hydropolitical relationship between Nepal and India.
e) To examine the emerging hydropower policies of the main political parties
(Communist Party of Nepal (Maoist), Communist Party of Nepal (United
Marxist-Leninist) and Nepali Congress).

1.7 Research design
This research is situated within an interpretive approach with a critical stance.
Using an interpretive paradigm I seek to understand the motivations and reasons
for the stance and agenda of the different stakeholders in Nepal’s hydropolitical
context. The use of a critical paradigm explores this environment by carefully
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analysing the roles, relationships and sphere of influence these agents may have
within this sector. The research hopes to extend the theoretical understanding of
power relations in hydropolitical environments, while contributing an empirical
documentation during a period of significant political change in Nepal’s history.
Qualitative methods are employed to gather information by conducting key
informant interviews. Observations, following local media reports and gathering
secondary texts were other forms employed to collect information. During the field
research a short trip was undertaken to an affected village by the West Seti Hydro
Project to give context and speak hear the views of local people. The contested
West Seti Hydro Project is utilised in this study consider the hydropolitical debates
within the nation.

1.8 Thesis structure and outline
This thesis comprises of six chapters. The structure of this is shown in Table 1.2.
Chapter one introduces the research topic, Nepal’s political background and
briefly outlines the proposed research. The second chapter reviews relevant
literature and theories surrounding hydropolitics and how a predominately
international conception can be applied to a concentrated setting within a single
nation, such as Nepal. Chapter three explains the research strategies employed to
gather predominately qualitative information and some of important concerns
with regard to cross-cultural research and other limitations.

Chapter four provides an overview of Nepal’s political and hydro development
history, including important treaties established with the nation’s downstream
neighbour, India and the recent abolishment of the monarchy and establishment of
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a democratic communist-led government. The chapter introduces key stakeholders
involved in the hydro sector and explores the issues and problems with previous
policies of hydropower development and the emerging policy plans of the
communist parties. Chapter five further examines Nepal’s hydropolitical
environment through the specific case study of the proposed West Seti
Hydroelectric Project, a large hydro dam, which has drawn strong support and
opposition from different local and international stakeholders. This project has
come to exemplify the hydropolitical debates within the country. Chapter six
examines the key debates amongst the main groups of stakeholders involved in
Nepal’s hydro sector, their interactions and ability to have an influence on the
government. The chapter explores the central issues surrounding the size of hydro
development within Nepal, suggested solutions for the nation’s electricity crisis
and the pressure from India to pursue projects that are more beneficial to the lower
riparian neighbour, than Nepal. Finally, chapter seven summarises the findings of
the research based around the research questions posed in chapter two. I will now
explore the hydropolitical theory that this research is situated within and the key
ideas and concepts that provide a basis to contextualise the hydropolitical
environment of Nepal.
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Table 1.2 Structure of the thesis

Chapter One: Introduction
Introduces the research topic, Nepal’s political background and outlines the
proposed research.
Chapter Two: Literature review
Considers relevant literature and theory surrounding hydropolitics.
Chapter Three: Methodology
Explains research strategies employed in data collection and associated
limitations.

Chapter Four: Hydropolitical context of Nepal: India, legislation and the
new Communist Government
Explores the hydropolitical context and issues within the Nepal environment.
Chapter 5: Case Study: West Seti Hydroelectric Project
Examines the proposed project as a reflection of key hydropolitical debates.
Chapter 6: Hydropolitics of Nepal: Civil Society, Non-State Actors and the
hydropolitical debates and issues
Examines the main stakeholder groups, their roles and influences within
Nepal’s hydropolitical environment.
Chapter 7: Conclusion
Summarises the findings of the research and redefines hydropolitical theories.

Bibliography
Appendix
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CHAPTER TWO

Literature Review
Fresh water is becoming an increasingly scarce, economically prized, politically
charged, strategically valued, and environmentally degraded natural resource
(Elhance, 2000, p.201).

2.1 Introduction
A literature review helps define the contribution of the thesis by situating it within
the broader field of literature. In so doing, a literature review demonstrates gaps
within this literature or offers the possibility of revitalising the way a subject is
studied through the application of hitherto less known or underappreciated
theoretical perspectives. This chapter undertakes such a literature review in order
to establish a theoretical context for understanding the hydropolitical debates and
environment between Nepal and India as well as within Nepal itself. In addressing
the international dimensions of Himalayan rivers, this review draws on a
geopolitical framework to explore the contemporary debates over transboundary
freshwater resources; that is those resources that naturally exist across more than
one state; a concept known as hydropolitics (Elhance, 1999). However, this chapter
argues that while such a perspective can indeed shed some light on controversies
over the utilisation of water resources, in order to comprehend the way that these
23

resources are contested in countries such as Nepal it is necessary to utilise other
approaches that consider other scales beyond and other actors besides nationstates.

The framework for understanding political relationships and people-environment
interactions is considered utilising the theoretical frameworks developed within a
sub-discipline of political geography called geopolitics. The review contrasts
emerging geopolitical literature with that derived from mainstream International
Relations. It argues that while International Relations predominantly focuses only
on issues related to political and economic strategy or defence, geopolitics as it is
practiced in political geography may have certain advantages in understanding the
contestation over water resources in Nepal. Central concepts in this latter subdiscipline include territory and territoriality, which are relevant to the discussion
because how states practise marking borders and defending spaces is important in
terms of establishing exclusive claims over natural resources.

In order to situate the thesis within the broader field, the chapter will undertake
three tasks, before outlining four research questions that emerged from these key
points. First the chapter presents the concept of hydropolitics that emerged in
International Relations and Security Studies literature in the 1970s and the
theoretical changes that have since occurred to the way in which the discipline is
framed. This considers the international laws that have framed the traditional
practices of transboundary watercourses. Secondly the chapter explores the
discipline of geopolitics as a context for the sub-discipline of hydropolitics.
Exploring ideas of conflict and cooperation, this review of relevant literature
examines how power asymmetries between neighbouring riparian states may vary
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in different river basins. Thirdly the chapter looks at the limitations of existing
hydropolitical literature and the need to explore how different actors, outside of
the state, may be engaging in hydropolitical activity within or across a range of
political scales. This includes concepts of civil society and non-state actors that
may be engaging with states such as the Nepal Government.

The chapter argues that much of the pre-existing hydropolitical literature is
inadequate because it has an impoverished understanding of scale, in the sense of
the dynamic interaction between different levels, which means that, in much of the
literature, the possible outcome of the struggle between nation-states is
approached in a mechanical way that does not consider the role of civil society and
non-state actors. By considering issues of scale as central to the understanding of
hydropolitics, alongside other concepts such as territoriality, the literature
demonstrates why a perspective that draws from geography can enrich a field of
study that has been dominated by state-centric perspectives.

2.2 International Law, International Practice and Transboundary Water Resources
The most obvious literature in which a set of norms for understanding water
resource conflict and cooperation exists is that derived from the principles of
international law, since 269 river systems cross national boundaries and most of
these are governed utilising treaties derived from this body of law (Wolf, 2007).
While competing rights of users are difficult to negotiate within one political entity
they become infinitely more difficult when they cross national borders.
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Under the United Nations Convention on the Law of the Non-Navigational Uses
of International Watercourses, 1997, nation-states are given the power to control
territorial resources and can utilise the rivers, lakes and aquifers in a reasonable
manner (McCaffery, 1998; United Nations Convention on the Law of the NonNavigational Uses of International Watercourses, 1997). This is significant when
water resources are shared or originate in one state, but flow to down-stream
states that have come to rely on this resource.

A common perspective within the literature is the notion that all parties should
cooperate to successfully manage the international watercourse, and many people
have pointed out that even countries at war do not often renege on water-sharing
agreements (Wolf, 2007; Kilot, Schmueli and Shamir, 2001). Often these are
accomplished by the establishment of a joint institution9 between nation states
whose borders enter the river basin. While this is not a requirement under
international law, the establishment of these bodies is often seen as the most
effective way of managing transboundary resources. However, because this is a
case-by-case basis it is often unclear how these principles should be applied and
often states may not respect the interpretation that another country has.

The United Nations 1997 Convention on the Law of the Non-navigational Uses of
International Watercourses was the first legally binding instrument governing the
use and other related activities of international watercourses (McCaffrey, 1998).
9

Such as the Mekong River Commission which is governed by its four member countries,
Cambodia, Laos, Thailand and Vietnam; the International Commission for the Protection of the
Rhine against Pollution in which Germany, France, Luxembourg, The Netherlands and Switzerland
are members and the Niger River commission, which includes members from Benin, Burkina Faso,
Cameroon, Ivory Cost, Guinea, Mali, Niger, Nigeria and Chad. See Kilot, Schmueli and Shamir,
2001.
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This is an important document as it codifies the principles of international
watercourses law. There are sixteen countries current signatories to the
instrument; a document which strengthens the concept of multiple interests in an
international watercourse. It has been praised for embodying customary norms
over the use of
international watercourses in an equitable and reasonable manner, not to cause
significant harm, and to notify potentially affected riparian states of planned
measures on an international watercourse (McCaffrey, 1998, p.27).
Yet critics of the Convention have noted that as a universal agreement between a
range of states the agreement does not have the level of detail or environmental
security measures that a bilateral or regional agreement might have. As a
framework instrument it was intended to supplement more detailed agreements
concerning specific water courses shared by two or more nations. Therefore it does
not possess the same weight or significance that regional or bilateral treaties would
otherwise hold.

Just as international law in general sets the parameters under which other security
and conflict issues are discussed and negotiated between nation-states,
transboundary watercourse laws frame the terms under which disputes between
upper and lower riparian nation-states are negotiated. Traditional management of
these resources have been directed by state representative boards or groups. Such
laws and treaties frame the security issues of transboundary waters and explain
how nation-states have dealt with the regional and international disputes within
river basins. These agreements reflect the ability of particular states to attempt to
assert control or manage security threats, but they do not explain the wider and
on-going political relations or geographic context that may also influence inter-

27

state transboundary water negotiations. Some commentators refer to these
disputes as a kind of hydropolitics and have explored the context of these (at
times) hostile environments (Haftendorn, 2000; Elhance, 2000).

2.2.1 International Relations and Hydropolitics
The conflict and cooperation between states over freshwater resources is a
commonly held description for the term known as hydropolitics (Elhance, 2000;
Dinar, 2002). The discipline of hydropolitics has evolved in the growing awareness
of international fresh-water issues. Despite having always been a topic of concern
for most states, it is still a relatively young field of study (Dinar, 2000 and 2002).
The subject emerged from changing perceptions of international security and the
increasing awareness of resource security following the end of the Cold War
(Dinar, 2000; Gleick, 1993; Gleditsch, Furlong, Hegre, Lacina and Owen, 2006).
There have been two significant schools of thought in resource security that are
directly reflected in the hydropolitical literature. Gleick (1993), Dinar (2002) and
Yoffe, Fiske, Giordano, Giordano, Larson, Stahl and Wolf (2004) refer to these as
the traditionalist and non-traditionalist paradigms and outline how they have
shaped hydropolitical thought.

2.2.1.1 Traditionalist theory
The traditionalist theory of hydropolitics came about at the end of the Cold War in
security-based literature. At this time several scholars began to consider the
inclusion of environmental concerns in the concept of international security
(Ullman, 1983; Westing, 1986; Gleick, 1989; Mathews, 1989; Myers, 1989; Homer-
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Dixon, 1991)10. Military power and security was the goal of nation states. Yoffe et
al. explains that early literature usually focused on the idea that vital and
sometimes scarce natural resources, such as water, which cross political
boundaries can present situations of political conflict; ‚As the scarcity of these
resources increases, so too does the potential for conflict‛ (Yoffe et al., 2004, p.2).
Such environmental concerns were not seen as significant threats to state security,
but if an issue did arise it would be resolved through military power (Dinar, 2002).
Early hydropolitical literature exists from commentary that focused on the political
disputes between nations over the access to common waters, such as developing
hydro projects in the Nile River Basin (Waterbury, 1979). Traditionalist literature
of resource security viewed regional and international non-state institutions as
contradictory to the interests of sovereignty and state security. This literature
framed the concept of resource security largely from discussions about
international law. These commentators were sceptical that international
institutions constrain a state’s ability to ensure their own security (Dinar, 2002).
Consequently early hydropolitical studies followed a strongly state-centric focus
(Waterbury, 1979). In later years a broader perception of the security of water
resources emerged.

2.2.1.2 Non-traditionalist theory
The second theory of hydropolitics, under the framework of resource security,
emerged in the late 1980s and 1990s. Traditionalist hydropolitical theory was
challenged by a broader view of state security that placed greater emphasis on the
importance of environmental security (Dinar, 2002). This non-traditionalist
10

As listed in Yoffe et al., 2004.
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perspective extended the military-focussed definition of security to encompass a
‚variety of threats faced by nations‛ (Dinar, 2002, pg.231). Environmental
literature that emerged from the non-traditional perspective recognised the effects
that resource scarcity can have, including economic decline, social turmoil,
disputes and forced migration, which can lead to political instability and
sometimes violence (Yoffe et al., 2004). Within this perspective, environmental
issues and hydropolitical literature gained importance within state politics.

In addition to the broader focus, non-traditionalists linked resource security to a
globalist perspective, whereby environmental problems and solutions are
perceived as being global in nature and requiring cooperative efforts (Stern, 1999).
This broader international relations perspective is more encompassing of interstate relations and suggests the involvement of relevant non-state agents. Nontraditionalists look beyond the international laws and treaties at the other possible
influences that alter or affect transboundary water negotiations. Yet this
perspective remains largely confined to inter-state relations. Hydropolitical
literature for the most part continues to take a more narrow focus, perceiving
states as the central hydropolitical actors and although it encourages regional and
river basin commissions, such groups are made up of state representatives. This
latter perspective emerges from a geopolitical framework.

2.3 Conflict and/or cooperation over shared waters
Elhance (1992, p.3) gives a concise definition of hydropolitics as ‚the study of
conflict and cooperation among nations over shared water resources‛. During the
earlier conceptions of hydropolitics, a more traditionalist view sought to examine
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inter-state conflicts over transboundary resources. Later literature considered
inter-state cooperation over such resources, often through treaties or agreements
(Dinar, 2002). Since the 1950s there have been at least two hundred water treaties
developed to address issues of water management and about 450 international
freshwater-related agreements documented from between 1820 to 2007 (Giordano
and Wolf, 2007). The framework of hydropolitics or hydro-conflict is expanded by
Elhance as being a highly complex arena of study that increases as more states
become involved or have a shared interest in a water basin;
hydropolitics is one of the most complex arenas of interactions between states that
share river basins. The complexity of hydropolitics multiplies as the nationally
available water resources are depleted and/or degraded, and as the demand for water
to satisfy multiple societal needs keeps growing (Elhance, 2000, p.203).
In a water basin where rivers run through a number of states that are relied upon
by large populations of these nations we would expect there to be difficult and
highly complicated issues of hydropolitics. Examples of this are highlighted by
scholars as the Nile River Basin, which includes nine riparian nations, the Jordan
River Basin that includes five riparian nations and the Ganges Basin with a
catchment area over five nations (Dinar, 2003 and Hill, 2006).

Fears over water-wars have often been expressed in hydropolitical literature as an
historic and future cause of inter-state warfare. Whether conflict over water has
degenerated into full-scale war appears unclear, yet water-related violence has
undoubtedly occurred (Wolf, 2000). Examples of the political and military
skirmishes over the Jordan and Nile Rivers and case studies of the Middle East,
South America and South Asia have been cited as historic instances of water
warfare (Gleick, 1993; also see Remans, 1995). The most commonly cited examples
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are between Israel and its neighbours, such as the cause of the 1967 war and the
Israeli invasion of Lebanon in 1982. Wolf (2000) and Toset, Gleditsch and Hegre
(2000) disagree that water was the real cause of war in all of these instances due to
lack of evidence. Wolf (1995) and Libiszewski (1995) conclude that water disputes
have been used as a tool, target or catalyst that has led to several instances of war,
but in no instance has water been a cause or goal of warfare. Toset et al. (2000)
similarly found that there was a direct link between states that share
transboundary rivers and conflict between those same nations. According to the
International Crisis Behaviour data set11, between 1918 and 1994 there were 412
crises and of those only seven were partially related to water resources (Wilkenfeld
and Brecher 1997). In three of the seven no shots were fired, leading Wolf to
conclude ‚there has never been a single war fought over water‛ (Wolf, 2000). Yet
more than 200 water systems are shared by two or more countries (Toset et al.,
2000). Water wars may not yet have occurred, but water-related violence has and,
as a growing world-wide shortage continues, so too does the debate as to whether
the next wars will in fact be about water (Toset et al., 2000). Conflict and disputes
over resource security remains a significant issue on international political
agendas.

The politics and literature surrounding freshwater appears to have dramatically
increased over the last couple of decades presumably due to a number of
contributing factors. Gleick (1993) believes the natural environment has become an
interest for a range of fields across spatial scales;
11

Collected by Jonathan Wilkenfeld and Michael Brecher (1997), this data set contains information
only on disputes the head researchers considered international crises. An international crisis was
considered any dispute in which (1) basic national values are threatened (for example, territory,
influence, or existence); (2) time for making decisions is limited; and (3) the probability of military
hostilities is high.
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"Ecological" or "environmental" security has become one of the most controversial
and stimulating issues in the field of international security studies today. The
relationships between the environment and international conflict and cooperation
are drawing attention at many levels, from the military to the political, from the
local to the global (Gleick, 1993, p.3).
The importance of transboundary water law raises important issues of
international practices and how such matters are negotiated and discussed.

According to the growing literature that has analysed the outcomes of these
agreements each are noteworthy for the extent that they reveal the power
imbalances among different riparian states (Baillat, 2004; Dinar, 2003; Sen, 2000).
These acts of political contestation, cooperation and negotiation by states over
water resources explain how territories and actions of territoriality are conveyed
through hydropolitics. As already explained a transboundary freshwater resource
is often the source of contestation between states that will lead them to want to
assert the greatest control or power over these resources for the benefit of their
nation or territory.

2.3.1 Hydro-Hegemony: Inter-state riparian relationships
The asymmetric power relationships between states that share water resources
have always been a focus of hydropolitical literature (Waterbury, 1979; Elhance,
2000). Since the late 1990s hydropolitical relations have been framed by the
asymmetric power relations and three geopolitical concepts (Haftendorn, 2000;
Dinar, 2003; Elhance, 1999; Baillat, 2004). Haftendorn (2000) argues that
geographical advantages are naturally given to the upper riparian states which can

33

alter the quantity and quality of the water that flows downstream of them,
therefore ‚whoever controls the upper valley has a distinct strategic advantage as
control of the upper valley is necessary in order to control and regulate the water
supply‛ (Spykman and Rollins in Dinar, 2003, p.5). Baillat (2004), Elhance (1999)
and Dinar (2003) go on to explain that hydropolitical power relations are not
always so simple. Economic geography, military power and political geography
can influence the power relations of states that share access to water resources.

The economic geography of a river basin, where states with a stronger economy
hold greater power, can sway the power relations over transboundary water
resources, even if these regional hegemons are lower riparian states. A number of
academics have noted India’s dominant political status in the South Asia GangesBrahmaputra-Meghna river Basin (Elhance, 1999; Baral, 1986; Wirsing and
Jasparro, 2007; Mage, 2007; Muni, 2003) that ‚have placed it in a potentially
hegemonic relationship with its weaker neighbours‛ (Elhance, 1999, p.172). As the
strongest economy in the South Asia region, India is able to extend this hegemonic
power in transboundary water disputes. This dominance within the river basin is
argued by Elhance (1999, p.172) to prevent war over water as ‚non-hegemonic
states usually comply with the order preferred by the hegemon‛ whereby their
superior position often discourages resistance from weaker states.

Similarly to economic power, political geography within a river basin is reflective
of the pre-existing power relations between states, but this factor may be altered
by hydropolitical agreements or treaties. Elhance (2000), Baillat (2004) and Dinar
(2000, p.394) state that domestic politics play a major role in the basin-wide
hydropolitical relations, because ‚domestic factors including political instability
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intensify the conflict and also prevent collaboration [between states+‛. Yet, if they
held greater economic and military power, but were not the upper riparian state,
their overall power in the shared river basin is likely to be decreased or on a par
with the upper riparian states (Elhance, 2000).

While the most commonly examined cases of transboundary water conflict, such
as the Euphrates-Tigris Basin and the Nile River Basin, are complex situations
involving many different nation-states are arguably not comparable to the
relationship examined in this thesis. Yet Baillat (2004) raises interesting similarities
of the hydropolitics of small mountainous landlocked states and the ‚asymmetric‛
structures of their hydropolitical relationship with lower riparian neighbours. The
research examines the power asymmetries of two poor mountainous countries
with a main resource of water (Lesotho and Nepal) that are economically reliable
on their downstream neighbour also the regional hegemon (South Africa and
India). Baillat suggests if the upper riparian country is landlocked the access to the
sea available to downstream states disrupts this power balance creating ‚crossasymmetry‛ relations (2004, p.50).

These relations can create conducive conditions for negotiating water relations on
an equal basis, but this has not always led to equitable outcomes. Such ideas are
explored by Baillat (2004) in the case studies of Lesotho and Nepal which are
chosen for their similarities. These are two poor mountainous landlocked states,
whose main natural resource is water and who both underwent important political
change in the 1990s that had effects on their relationship with the larger states
located below them. Their downstream riparian partners, South Africa and India,
are both dominant military and economic powers that have access to the sea and
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are aware of that their upper riparian neighbours are wholly dependent on them
for their economy and trade (Baillat, 2004).

Both these case studies show situations of water conflict and have negotiated
treaties with one another, though their outcomes have been different. Lesotho and
South Africa signed the Lesotho Highlands Water Project Treaty in 1986 which
uses a needs–based economic approach where Lesotho receives royalties in
exchange for a service (Baillat, 2004). In contrast to this Nepal and India signed the
Mahakali Treaty in 1996, a vague and ambiguous treaty in which Nepal sought a
rights-based approach on the principle of equitable share of the river water and
benefits from the project (through financial compensation), yet has received
neither (Baillat, 2004). What is similar in the outcome of both treaties is the
exploitation of the smaller mountainous states. It is argued that Nepal’s bargaining
power with India before and after the Mahakali Treaty has declined (Gyawali,
2001; Baillat, 2004) as negotiations from previous water treaties have left Nepal
disadvantaged and continued to decrease its bargaining power. Lesotho may have
bargained an equal treaty, but reports of the wider social impacts within the
country can be argued as defeating the purpose of development for the nation
(Baillat, 2004). It appears that, though the upstream riparian states may hold
power in control of essential natural resources, their bargaining power is more
likely to be weakened in treaty negotiations where there has been a history of
unequal treaty relations.

Despite the strategic advantage of being an upstream riparian nation, economic,
military, political and other physical geographic factors can affect the power
asymmetries of a river basin. Different case studies provide examples of how these
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factors may create different power asymmetries within river basins. For example
in the Tigris-Euphrates River system upstream nation and hegemon Turkey
dominates hydropolitical affairs. Yet the small mountainous landlocked states of
Lesotho and Nepal, home to transboundary waters are economically reliant on
downstream regional hegemons South Africa and India. Dinar (2003, p.6)
concludes that ‚just because a nation is most up-stream on a river basin, does not
mean that it can dictate the hydropolitics of the basin‛. Hydropolitical power
relations are highly complex affairs, dictated by a range of physical geography,
economic, military and political factors. Some similarities between river basins
have been documented. However each basin appears to present different
hydropolitical contexts that may not always provide clear comparisons.

2.4 Geopolitics
Geopolitics is still a fairly undeveloped concept despite not being a relatively new
term. First coined by Swedish political scientist Rudolph Kjellen in the 1890s in
reference to his article on Swedish boundaries (Muir, 1997), Kjellen defined
geopolitics as ‚the science which conceives the state as a geographical organism or
as a phenomenon in space‛ (1917 in Muir, 1997, p.215). Within this definition,
territory was considered the core resource specifically in relation to states. As a
subject geopolitics remained relatively undeveloped until the 1960s when new
trends of scale, subject matter and methodologies emerged (Glassner and Fahrer,
2004). Geopolitics then went through a period of reinvention during the late 1970s
and 1980s though is still broadly focused around political territoriality and
boundary-making (Agnew, Mitchell and Toal, 2003). In essence, the key ideas of
geopolitics appear to be territory and territoriality (Cox, 2002).
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The idea of territory has been explored by many geographers and political
scientists in the social construction of space. Anssi Paasi (2003, p.109) offers the
ambiguous definition that ‚refers to sections of space occupied by individuals,
social groups or institutions‛. Paasi explains that conceptual vagueness is reason
to turn to the Oxford English Dictionary that gives derivatives of both terra: the
earth and terrere: to frighten (2003). The latter definition terrere implies an
inextricable link with power which Paasi believes is a more representative and
modern explanation of territory as it is used in geopolitics, closely related to the
legal concept of sovereignty and implying ‚a final authority in a political
community‛ (2003, p.110). Territory is perceived as socio-spatial processes in
which social space and social action are inseparable and are made, given meanings
and destroyed through contested and negotiated actions (Paasi, 2003). Cox (2002)
simplifies the definition of territory as being understood through its relations to
the exercise of territoriality. Territoriality is the activity that occurs in an area
known as a territory. This means that territory has strong associations with area
and boundaries and this could also develop into activities of defence. Activities of
territoriality can be defended through the inclusion and exclusion of certain
activities that may be deemed important to the territory states want to establish.
While Paasi has broken down the dimensions and makeup of territory he does
little to simplify the terms and struggles to make the strong link between the two
as Cox has done.

The conceptualisations of both territory and territoriality in geopolitical literature
appear most commonly derived from Robert Sack’s explanations. Sack (1986 in
Paasi, 2003) notes how different societies use different forms of power,
geographical organisation and conceptions of space and place to construct territory
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and practice territoriality. Territory is perceived as the activity aimed at
influencing content of an area, while territoriality is somewhat more complicated
as an expression of social power (Sack, 1986 in Paasi, 2003). Sack believes
territoriality uses and produces notions of abstract space, produced through the
control of territory from a distance (1986 in Roth, 2004) and is a strategy used by
humans to control others or activities and things within a territory. Through these
definitions we can understand the claim of territoriality as a primary geographical
expression of social power. That territories ‚are always manifestations of power
relations‛ (Paasi, 2003, p.111) is an easily understood concept in light of this
literature. Establishing and defending territoriality is a demonstration of power
over a specific area. In this research the specific area where territoriality is
established and defended as a demonstration of power is the neighbouring states
of India and Nepal who share the transboundary water resources of the major
river basins of the Ganges, Brahmaputra and Meghna. The negotiation,
contestation and defence of territories can be explored further through the actions
of neighbouring states and sub-discipline of hydropolitics.

2.5 Re-scaling geopolitics, re-scaling hydropolitics
According to Agnew (1994) the problems with theoretical approaches of
mainstream International Relations is that they continue to suffer from a ‘territorial
trap’, which means that it focuses only on the interaction between states, rather
than how the internal workings of those states affects what occurs. Agnew
highlights three fundamental principles of the territorial trap. Firstly that the
modern state requires clear boundaries of space; secondly that the ‚internal and
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foreign policy are strictly separated‛ and thirdly that the ‚territorial state serves as
the spatial container of national societies‛ (1994, p.17).

Political activity occurs across a range of scales and spaces (Cox, 1998). It is not
constricted to state-to-state interactions and negotiations. The ‘politics-of-scale’ is a
term used by political geographers to explore relationships between different
actors and the opportunities or constraints actors may face when working within
or across different political scales. Lebel, Garden and Imamura (2005, p.1) provide
an explanation of the ‘politics-of-scale’ in the following passage;
Political geographers have documented for diverse situations how different social
actors constrain, create, and shift scales and levels to serve their own interests.
Actors can change power and authority by working at different spatial levels. They
can alter access to resources, and the decision-making processes with respect to
those resources. Scale choices can be a means of inclusion or exclusion.
In contrast to the above concept, hydropolitical theory appears to be conceived in a
narrow context that does not fully explore the various spaces of hydropolitical
engagement at different scales and the range actors involved. Some hydropolitical
literature explores case studies within a local scale, but fails to highlight the
relationships between local, state and international actors that may be involved.
Increasing thought and exploration is beginning to be employed by some
commentators into the different types of actors and the political spaces and scales
that these actors work within and across in relation to hydropolitical environments
(Hirsch, 2006; Sneddon and Fox, 2006; Furlong, 2006).

Commentators of hydropolitical literature argue that examining transboundary
water concerns must give consideration to the wider context of the entire river
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basin, in which the river may be situated (Medzini and Wolf, 2004; Hirsch, 2006).
Joint management, monitoring and enforcement strategies for regional basin-wide
committees are hailed as the most effective way of ensuring fair and equal access
to transboundary water resources (Medzini and Wolf, 2004). Hirsch (2006, p.104)
links into the idea of regional cooperation and management of natural resources as
a form of ‚transnational commons‛ developed from the idea of a ‚global
commons‛ in which resources should be managed across and within borders for
the common good. Hirsch (2006) raises this issue of scale in the act of
hydropolitical water resource management by examining the Mekong River Basin
and the transboundary water resources that flow through the states. He concludes
that there is a need for a re-scaled approach to transboundary resource governance
that incorporates civil society and community interests through regional
institutions such as the Mekong River Commission and River Basin Committees
that can meet the regional needs in a joint negotiation and multilateral treaties that
create equal outcomes and serve the national interests of all in the basin (Hirsch,
2006).

In addition to concerns about a re-scaling of the analysis that would better account
for the basin-wide nature of decisions about water resource usage, another
commentator, Kathryn Furlong, queries the way in which hydropolitical literature
has often employed a broad International Relations framework in its approach to
exploring transboundary water resources (Furlong, 2006). Furlong (2006) believes
attention is often concentrated on state-actors at an international scale, ignoring
actors from outside of the state (international and intra-national) that may be
involved and the various political spaces and scales where hydropolitical actors
engage with each other. Both Hirsch and Furlong raise important points that
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indicate a need for research that explores a wider range of actors, whose activities
may originate in different political scales or spaces, but engage in a common
hydropolitical activity. In order to interrogate the possible role of actors beyond
and below the nation-state, the notion of civil society is investigated.

2.6 The role of civil society in hydropolitics
Hydropolitical literature typically explores resource conflict and cooperation of
shared freshwater resources on a state-state level. However, there are broader
theoretical traditions that have a more nuanced view of how politics operates, and
some of the most potentially significant are those that recognise that a range of
actors outside the state may influence or shape the decisions and actions a state
may engage in (Cox, 1998). One such approach is that which discusses the role of
civil society, particularly domestic civil society, in influencing the policy choices of
nation-states. Given the contested nature of hydropolitics, political theories that
examine the nature of civil society and interrogate how this influences the
behaviour of states may be useful to gaining insights into the power relations
within Nepal’s hydropolitical context.

Civil society is a broad term that essentially refers to the public political space
between the state and the individual citizen (Dahal, 2006; McIlwaine, 1998). In the
idealised version of civil society, the space between the state and the home
provides a space that enables citizens to interact, communicate, contest and
question the state and so is vital to the operation of democracy within this arena
(Dahal, 2006; McIlwaine, 1998). It is generally associated with western liberal
democracies and many commentators argue that civil society is a consequence of
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modernity. Yet, as many studies testify, the reality of most societies is that not all
citizens are able to gain equal access to media resources that strengthen their
ability to be heard by the state (Chatterjee, 2004). Political commentators provide
various reasons for this, ranging from the structure of society to an undeveloped
public sphere. For example, the influential political theorist Partha Chatterjee
(2004) has recently argued that the idea of civil society as an idealised space of
participatory modernity is very much based on an idealised version of western
liberal democratic societies, and that as such the way that civil society operates in
other contexts may be very different.

To illustrate his point, Chatterjee has recently discussed numerous examples from
around the world, though primarily India, that demonstrate that the conditions
within the Global South are somewhat different from those upon which theories of
civil society are based. He claims that although the concept of civil society allows
that ‚everyone is a citizen with equal rights and therefore to be regarded as a
member of civil society‛, in reality those who are part of this civil society in the
Global South is much smaller than the western societies (Chatterjee, 2005, in
Shindo, 2009, p.4). Thus, Chatterjee (2004) maintains that some actors of civil
society can access various forms of power to strengthen their ability of being heard
by the government. Independent academics, experts and commentators may have
greater access to public media than rural affected populations opposed to planned
developments in their local region. Consequently a single voice of a civil society
actor may have more power in asserting their opinion to the government than the
wider population of the nation. Shindo (2009, p.222) describes this dynamic as
being ‚demographically limited‛ and explores the concept in the context of
Japanese civil society. He found that in Japan’s civil society Kurdish refugees were
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not given the same rights as local Japanese NGOs, but by working with and
adhering to the NGOs requests to behave normally and democratically the
refugees gained political power. The voices of the politically elite have greater
prominence of gaining the state’s attention than large groups of the wider
population, due to their ability to access greater resources.

Nepal’s civil society is difficult to define given the diversity of its nature, function,
character and identity. Dahal (2006) provides insight into the nature of Nepal’s
civil society that can be linked to Shindo’s (2009, p.222) claim that civil society is
‚demographically limiting‛ to only certain groups within society. Dahal (2006)
further claims that the turbulent and disorganised political culture of Nepal has
weakened the state’s ability to define the institutional arrangements of the
executive, judiciary and legislature. As a consequence, checks and balances in the
polity are not often carried out, which has resulted in a lack of accountability.
Dahal (2006) believes this is affecting the state’s response to civil society, as more
dominant and elite members are able to exert their voices over less connected
groups.
The structural problem of the Nepalese state is that it is externally dependent on
foreign aid for its modernization and development, and internally on an influential
section of the dominant political and economic class, bureaucracy and police (Dahal,
2006, p.29).
Dahal believes that the less prominent members of society are marginalised by
their own state, which is ‚unresponsive to citizens’ concerns‛ (2006, p.29).
Chatterjee’s conception of civil society and the Nepalese context Dahal provides
suggests that the hydropolitical issues presented and discussed by the civic
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population of Nepal is also led by a section of the dominant political and economic
class within Nepal.

It is clear that in spite of the positive theoretical implications about the role of civil
society, in providing an arena for public sentiment to be expressed, the reality in
many countries is that not all voices and groups who express their opinion to the
state are given an equal opportunity to be heard. The inconsistency is relative to
status and access to essential resources, such as the media, that different groups or
individuals may have. Dahal (2006) explains how this occurs in Nepal’s civil
society, yet how these notions are played out in the context of hydropolitical
environments within Nepal is unclear. The opinions and motives of the influential
and dominant political and economic class are unknown, while the marginalised
wider population can only be assumed to be in areas where known hydro
development projects are proposed. Exploration of these groups, their ability and
means to influence the Nepalese state is central to this research. A second group of
actors whose role in hydropolitics is currently unclear are the non-state actors that
operate across international scales.

2.7 The power of non-state actors
Civil society can sometimes be influential in policy decisions of nation-states, yet
there are a wide variety of additional actors that are also significant in an era of
globalisation. The term non-state actors is a broad one that in this context describes
the agencies and organisations operating outside of governments at national and
international level of governance. Non-state actors refers to agents that are not
states, yet operate at the international level and are potentially relevant to
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international relations (Arts, 2005; Perry, 2003; Calame, 2008). The role and
influence of these actors in International Relations appears to have gained
recognition and momentum since the late 1990s (Arts, 2005). There are a variety of
categories to help define these groups, all of whom operate in different ways
(Perry, 2003).

The majority of these actors can be categorised into the five groups (Arts, 2005;
Perry, 2003). These are: Intergovernmental Organisations; International NonGovernmental Organisations; Corporate Interest Groups and Transnational
Corporations; Epistemic Communities; and the remaining miscellaneous category
(terrorist networks, professional organisations, churches). The International
Relations commentary that explores the role and influence of non-state actors is
somewhat diverse and fragmented in its approach. Yet there are two theoretical
points from the literature that are helpful to contextualising the expanding nonstate actors in Nepal’s hydropolitical environment.

2.7.1 Power of Non-State Actors in politics
Firstly, commentators of non-state actors and global governance have established
two

opposing

views

about

the

power

of

non-

state actors in international and foreign politics. The more traditional approach is
centred on a state-centric perception that the nation state remains the ultimate
ruler in international politics. Waltz (1979) and Wendt (1999) argue that despite the
increasing role non-state actors have established, states continue to be the
overarching decision-makers who can bring ‘real’ change. Waltz (1979) recognises
that non-state actors may be important players, but this power is restricted to
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politics on a domestic level and states make the final decisions that these non-state
actors must follow. Two decades later Wendt (1999) also acknowledges the
increasing power of non-state actors to instigate change, but believes states
continue to be the central agents that can enact change.
It may be that non-state actors are becoming more important than states as
initiators of change, but system change ultimately happens through states. In that
sense, states still are at the centre of the international system (Wendt, 1999, p.9).
However, opposing literature claims the state-centric view is outdated. These
critics believe states are affected by global social and economic processes led by
various non-state actors.

The alternative approach is a society-centred view that challenges this perception
with the concept that non-state actors may be initiators of fundamental change that
may overrule governments (Arts, 2003). This broader concept of international
politics provides examples of human rights-based NGOs that have forced
repressive regimes out of power, and Transnational Corporations that shape
international economic processes and for which governments are forced to change
their policies (Willets, 1982; Cutler, 2002; Arts, 2003). Willets (1982, p.24) argues
that organisations such as Amnesty International have superseded the power of
states;
Global politics covers the utilization of coercion and the disposal of economic
resources

and

the

mobilization

of

legitimacy,

by

governments

and

intergovernmental organizations and pressure groups (...). In this [latter] domain it
is conceivable that Amnesty International, for example, has greater power than any
single government.
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The power and influence that non-state actors have in International Relations may
reflect the complex hydropolitical situation within Nepal. The diverse
international and intra-national civil society that exists within the nation appears
to be having an impact in restructuring the policies and agenda of hydropower
development within the nation. Nepal has an active civil society that regularly
lobbies Government and uses the national media to exercise their opinions (Dahal,
2006). Additionally the presence and work of international NGOs and other nonstate actors such as transnational corporations is apparent throughout Kathmandu
(Dahal, 2006). Yet the extent of non-state actors’ involvement in Nepal’s
hydropolitics is not clear. Greater investigation is needed to explore whether such
actors are having a significant influence on the Nepalese Government to the extent
that they may be overruling the Government’s agendas and policies.

2.7.2 Hierarchy of non-state actors
The second theoretical concept of non-state actors discussed in International
Relations literature, presents the idea that governments are more dependent on
Transnational Corporations and Business International NGOs than other NGOs.
Transnational Corporations are generally defined as large-scale profit-making
commercial organisations with offices throughout many different countries (Arts,
2005). Business International NGOs are commercial pressure groups also operating
through offices around the world (Chatterjee and Finger, 1994). NGOs are defined
as being civic pressure groups (Arts, 2005). Arts (2005), Calame (2008) argue that
the size and power of Transnational Corporations and Business NGOs in addition
to the resources they offer and structural dependence of governments to these
groups has increased their power within domestic politics and overall amplified
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their international political status. Consequently these non-state actors are able to
exert their interests over policy makers more easily than other NGOs of a noneconomic base. Different types of non-state actors are having varying degrees of
influence and power over governments. This concept may be applied to Nepal’s
political environment in differentiating the power and influence non-state actors
are having in reshaping hydropolitical agendas of the Nepalese Government. At
present there is limited literature available that explores these ideas within the
hydropolitical environment of Nepal.

Debates remain about the extent of influence non-state actors may be having on
state agencies, and there is a specific lack of research around these arguments in
the hydropolitical literature. The role of non-state actors has been linked to global
environmental governance, but clear links to hydropolitical literature is not
apparent. Though hydropolitical literature continues to explore contested water
resources through state-state relations, it has not delved in to the impacts and
influence these non-state actors are having. The limitations of the existing
hydropolitical literature and the broader perspectives of International Relations
and global governance literature outline gaps that require further examination.
How such gaps could be addressed is examined through the following research
questions.

2.8 Research questions
In considering the aforementioned theoretical concepts from the literature, a
number of key points and gaps have emerged. These are formulated in to four

49

research questions used to frame the investigation of Nepal’s hydropolitical
environment, stakeholders and the key debates of this context.

1. What are the central issues of Nepal’s hydropolitical context?
Chapter four will address the objective of this question to explore the
hydropolitical context within Nepal and the sources of conflict over the
transboundary resources in order to understand the key issues and debates. Every
hydropolitical context is different due to the range of geographic, social, economic
and political factors, which leads to key hydropolitical issues or debates as
outlined by Baillat (2004) and Dinar (2003). This question allows consideration of
the history of hydropolitical contestations, the riparian relationship and treaty
agreements Nepal has with its downstream neighbour India and issues related to
Nepal’s political system and development strategies.

2. What are the goals and policies of the Government of Nepal and how
might the proposed West Seti Hydroelectric Project alter these objectives?
Nepal has recently undergone some major changes in the structure of its political
environment. The abolishment of the monarchy and subsequent election of the
Communist Party of Nepal (Maoist) and coalition partner Communist Party of
Nepal (United Marxist-Leninist) provides an opportunity for change. This
question seeks to explore the specific goals and objectives that the new
Government has presented and will consider which stakeholders’ agendas may be
having an influence in the policy-making. The proposed West Seti Hydroelectric
dam project is examined as an example of the direction in which Nepal’s hydro
development is headed. This question will be addressed in chapter’s four and five,
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introducing the agenda’s of the political parties and considering how the West Seti
Hydroelectric dam could affect the nation’s hydro sector.

3. How are various actors outside of the state engaging and influencing
hydropolitics within Nepal? How is this reflected in the case of the West
Seti Hydro project?
This question seeks to identify the range of hydropolitical actors that may be
involved in Nepal’s context. Literature from the field of International Relations
suggests that civil society and non-state actors may be having a more significant
role in hydropolitics than is currently understood. This question identifies the local
and international stakeholders and actors engaged in Nepal’s hydropolitical
environment. It examines the power relations between these actors and considers
what hierarchy has evolved and whether there is as demographically limiting
situation as Dahal (2006), Arts (2005) and Calame (2008) suggest. The case study of
the West Seti Hydro Project is used to explore how specific actors may be
competing to influence the Government’s decisions. Stakeholders will be
introduced in chapter four and the extent of their role and influence within the
hydro sector will be explored in chapter six.

4. By refining the theoretical understanding of hydropolitical actors
within a common context, how does this improve the current
understanding of hydropolitical activity?
The fourth research question aims to refine the theoretical understanding of
hydropolitics to reconsider how the existing concepts may be improved. Where
most hydropolitical research considers the conflict and cooperation over
transboundary rivers, this research seeks to understand how non-state actors and
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civil society groups may also play an influential role in the nation’s hydropolitical
environment. International Relations and global governance literature has
suggested that state politics are increasingly influenced by and operating under
the consideration of wider agendas than the traditional state frameworks. The
extent of this activity in hydropolitical environments is currently unclear.
Conclusions from the previous three questions are used to explore how these
outcomes extend the current hydropolitical literature. This research question will
be explored in chapter six and revisited in the overall outcomes of the conclusion
chapter.

2.9 Conclusion
Existing hydropolitical literature essentially has a broad focus over the inter-state
relations of transboundary water resources. International law endeavoured to
provide a common set of practices to govern transboundary waters, but the unique
nature and different interpretations of each case has made it difficult to apply. The
discipline of hydropolitical literature progressed from a geopolitical framework of
security studies to explore how physical, political and economic geographies
create conflict and cooperation between states over access to valuable natural
resources. Although such conflict has never led to full scale water-wars, waterrelated violence has occurred and the growing world pressure for freshwater
resources has suggested that future wars may be over water.

Geopolitical literature examines how asymmetric hydropolitical relations can
develop between states that share resources. Different hydropolitical power
relationships explored through the varied case studies of the Tigris-Euphrates
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Rivers and the Lesotho-South Africa: Nepal-India examples showed how riparian
relationships can have particular power imbalances based on key political,
economic and geographic factors, but that each example is unique in how it may
operate. A nation with greater political power may be vulnerable to the upstream
powers of an economically and politically weaker nation.

Mainstream hydropolitical literature holds on to the premise that only states are
the involved in the cooperation and contestation over transboundary resources.
Beyond the hydropolitical literature, International Relations and Global
Governance fields have suggested that actors, outside of the state, are now having
a greater influence in national and international politics. However, closer
examination of the wider International Relations resource security literature
highlights that hydropolitics fails to acknowledge the role of civil society and
growing influence non-state actors may be having within traditionally state
dominated activity. By exploring global governance literature the need to consider
civil society and other non-state actors as additional agents to the state in the
hydropolitics of a nation is identified.

As a nation rich in freshwater resources flowing from the Himalaya Mountains,
Nepal offers a complex hydropolitical environment due to the hydropolitical
history and over-bearing relationship with downstream neighbour India. The
wealth of resources and vast potential for hydro development has been restricted
by a number of key political issues that continue to be debated in the postmonarchy environment. Identifying the key agents outside of the state that are
involved in shaping the nation’s hydropolitical environment and examining their
individual agendas and relations with one another, will depict the wider and more
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in depth hydropolitical context of Nepal. The tools and methods to explore the
above research questions are considered in the next chapter.
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CHAPTER THREE

Research Methodology

3.1 Introduction
This chapter discusses the methods used to investigate the four research questions
outlined in section 2.8 of the literature review. Primary data was gathered from
key informants and stakeholders within the Nepalese hydropolitical sector in
correlation with a case study approach, which employed the methods of semistructured interviews, press conferences, site visits and group discussions.
Secondary data from Nepalese newspapers, hydro resource experts and
academics, non-government organisations and business reports, Government
documents and policies, press releases and letters of correspondence were used to
gain a broader understanding of the wider context in which the research took
place.

Aside from how the research information was gathered, this chapter frames the
research within the issues and complexities involved in cross-cultural settings and
explains how such barriers were overcome to continue the work in a more ethical
and sensitive manner. The chapter is divided into five sections. The first section
outlines the interpretive and critical research approaches that were employed. The
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second section describes the research sites and the people and groups involved.
The third section presents an overview of the research methods I employed in the
field, followed by an explanation of how the data was analysed. Finally, it explores
the methodological issues that surround cross-cultural research, ethical procedures
and the idea of reflexivity and problems that can arise in writing up the research.

3.2 Research approach
For this research an interpretive approach with a critical stance was employed to
explore the hydropolitical context of Nepal and the web of interacting stakeholders
vying to influence the country’s hydro sector. The interpretive paradigm of social
research seeks to understand and deduce actors’ reasons for social action, the way
they construct their lives and the meanings they attach to them (Sarantakos, 1993).
For this research the interpretive paradigm is used to investigate the hydropolitical
context within Nepal, how this unique situation of hydropolitics has evolved and
how the situation has been affected by recent major political changes of becoming
a democratic republic.

Where different stakeholders sought specific outcomes in policy direction or for
hydro initiatives I have sought to understand the reasoning behind their opinions
and involvement within the sector and the meanings attached to it. Nepal’s
complex hydropolitical environment is made up of a wide-ranging group of actors,
both international and intra-national which are engaging with each other and the
Nepalese Government. This diverse environment presents a range of different
social actions and meanings that each group of stakeholders attaches to the hydro
sector of Nepal. This situation is explored using a critical stance.

56

A critical perspective intends to remove any ‚false beliefs or ideas about society
and social reality‛ and is critical of ‚the power systems and inequality of
structures that dominate and oppress people in societies‛ (Sarantakos, 1993, p.39).
To employ a critical approach is to emphasise the need to explore below the
surface and expose the real relations (Sarantakos, 1993). Murray and Overton
characterise this approach as the ‚communication of these findings to promote
progressive social change‛ (2003, p.21). I adopted a critical paradigm to gather
further insight into the ways in which hydropolitical development and issues are
discussed and promoted within Nepal. It critically examines the perspectives of
the diverse actors to analyse the relationships and interactions between these
groups within and across scales. This helps to understand and frame the
hydropolitical context.

For the purpose of this thesis a qualitative approach to gathering information was
employed. The available information on hydropolitics and the development of
transboundary hydro resources in developing countries topic is centred on
international academic journal articles. Some of these key articles have been
written by Nepalese hydropolitical experts and academics. For hydropolitical
information specific to Nepal and the chosen case study of the West Seti dam
project, there are several12 Nepali academics that hold valuable insights to this
topic. Politicians involved in hydropolitical decision-making processes and NepalIndia hydro relations are of specific interest to the research, as are Nepalese hydro
business people. Affected Nepalese populations in the rural areas where the
WSHP is proposed and other areas where hydro development has occurred, are
12

Dipak Gyawali, Ajaya Dixit, Bishnu Upreti, Gopal Siwakoti and Prakesh Chandra Lohani are all
Nepalese hydro experts in engineering, economics and law that frequently have published articles
in international media.
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relative to the research. Finally, all of the major Nepali newspapers have produced
frequent articles on the developing case study of the West Seti dam proposal and a
number of opposing non-governmental organisations (NGOs) provide regularly
updated posts of the developing situation on their websites. All of these sources
provide valuable information on the developing case study and Nepal’s national
stance of hydro-development. With this in mind the research techniques employed
for this investigation focus on qualitative techniques of key informant and elite
interviews and focus groups. The following explains the objectives for gathering
the data.

3.3 Objectives
This research aims to provide a theoretical contribution by expanding on the
existing hydropolitical literature with the exploration of Nepal’s unique and
complex hydropolitical context. As the previous chapter identified, traditional
hydropolitical literature is limited by the narrow focus most commentators have
used to explore the conflict and contestation over transboundary waters between
states, without considering possible wider agents from international and intranational origins. Where states were traditionally perceived as the central (or only)
actors that engage in hydropolitics, more recent literature in similar political fields
of International Relations suggest this is an outdated concept. NGOs and non-state
actors are having a greater role in international relations than ever before and
some commentators have begun to link such ideas to the negotiations and
development over these resources. This research seeks to explore the different
actors involved in Nepal’s hydropolitical environment and to what extent they
may be influencing the nation’s hydro development agenda.
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3.4 Case study & location of research
There were two central locations where field research was carried out. The main
study area was Kathmandu, the capital city of Nepal where all main hydropolitical
stakeholders and actors operate. This includes the Government and Nepalese
politicians, Nepal National Mission of the Asian Development Bank, Snowy
Mountains Engineering Company office and local and international NGOs
involved in Nepal’s hydro sector. Concentrating this research within Kathmandu
was essential to accessing the main actors involved in the local hydropolitical
environment.

The second location of this field research was the village of Deura, situated in the
foothills of the Himalaya in the region of Doti. In order to gather the perspectives
of affected people at the WSHP proposed dam sites required travelling, with
representatives from three international NGOs and a local NGO, to rural villages
in far western Nepal (see Fig. 1.1 which pinpoints Deura). Due to the complexity of
this research topic and the diverse range of stakeholders and actors involved in
Nepal’s hydro sector, an important contemporary case study was chosen as a
common point of interest to discuss Nepal’s hydropolitical environment.
Accessing Deura requires driving along the East-West Highway of the Terai Plains
of Nepal, before heading North through the Doti region and in to the foothills of
the Himalaya. Deura village is a central location to the West Seti Hydro Project as
the main village that will be affected if the dam is carried out.

The proposed West Seti hydroelectric project is a 750 megawatt dam in Western
Nepal, primarily funded by the Asian Development Bank, an Indian finance and
construction company, the Government of Nepal and Snowy Mountains
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Engineering Corporation (SMEC) of Australia. The project is intended to produce
extensive hydroelectricity that will be sold to northern India, while providing
about 3,400 local jobs to Nepali’s during the construction period. However, people
living in the Deura and surrounding villages will be relocated as the West Seti
Project will submerge their houses and land to create the reservoir.

Case study approaches in social science research are used for a range of reasons
and are valuable for the range of sources and information they consider. This
includes primary data through interviews and observations and secondary texts
such as documents or reports (Yin, 1994). For a long period of time case studies
were perceived as an inferior form of inquiry, since they were specific to a
particular environment. Interest in case studies has increased in the social sciences,
particularly for complex studies or when the researcher is interested in the
structure, process and outcomes of a single example (Sarantakos, 1993). A case
study approach was important for this research to tie in and connect the actors and
agents involved in Nepal’s hydropolitical environment with an example of a hydro
project that would set a precedent and impact Nepal’s overall hydropolitical
context.

The case study was chosen for the purpose of this research as a developing issue in
the national media of Nepal and in light of the changing political situation. It has
drawn significant attention and protest from national and international NGOs
(such as Wafed and the Japan Centre for a Sustainable Environment and Society)
and the outcome of the proposed project is likely to have considerable impact of
the direction of future hydro development projects in Nepal and more importantly
reflect new emerging directions in Nepal’s water policies. The relevance of the case
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study to the overall topic of research provides an example of the increasing
influence of multi-national corporations’ impact in developing nations and
highlights what how developing nations’ governments can be caught between
decisions of national economic development and local social and cultural
protection of livelihoods.

3.5 Methods in the field
The information gathered for the research employed qualitative methods based
around semi-structured interviews, observations, media reports and gathering of
secondary texts that were not available outside of Nepal. One of the most difficult
tasks in the early stages of the field research was identifying the central actors and
agents involved in Nepal’s hydropolitical environment. To overcome this issue the
snowballing technique became an essential tool that was relied on throughout the
field research to gather a range of sources and information.

3.5.1 Interviewing techniques
The practice of interviews has been described as ‚a conversations with a purpose‛
to ‚give an authentic insight into people’s experiences‛ (Valentine, 1997, p.111;
Silverman, 1993, in Cloke et al., 2004, p.149). Through direct access to the person
being interviewed, geographers can gain insight into different opinions and
experiences in a way that allows interviewees to construct their own accounts
using their own words (Dunn, 2000). Dunn (2000) outlines four strengths of
gathering information through interviews. Firstly, they can fill a gap in knowledge
where other methods are not as effective. Secondly, interviews allow researchers to
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investigate the complex motivations or behaviours of actors in depth. Thirdly, the
technique can be used to gather a diverse range of opinions and experiences and,
finally, it is a method that is respectful and empowers the people providing the
data, rather than simple observations or questionnaires that can limit how
information is conveyed.

A semi-structured interview technique was employed to gather opinion-based and
subjective information. Semi-structured interviews are content focused and deal
with issues or ideas that are important to the researcher (Dunn, 2000). Interview
questions were derived from the research questions, but the flexibility of this
approach allowed interviewees to guide the direction of the discussion and
elaborate into relevant topics that the researcher did not know about or had not
considered. It also allowed participants to avoid questions they were not
comfortable with. With such licence, interviewers must recognise when the topic
of conversation has strayed too far from the research topic and redirect the
interview. Politicians are often well rehearsed in dealing with hard hitting media
and, for this reason, getting them to answer questions they do not want to, or that
they have a controversial answer to, proved to be difficult and sometimes had to
be tackled from different angles.

As there is not a great deal written on the hydropolitical environment of Nepal,
these interviews allowed the opportunity to discuss the central issues within
Nepal’s context in a subjective manner. The contemporary nature of the research
(electricity shortages featured in the newspapers every day and hydro policies
were formulated by the Government during time in the field) meant it was a topic
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of interest to most local people. By analysing these interviews the data could be
linked to the broader themes from the literature.

Identifying and interviewing the central actors and agents involved in Nepal’s
hydropolitical context required keeping up to date with the Kathmandu
newspapers and remaining in contact with central informants after interviews
were conducted to encourage them to pass on information. This networking
utilised the snowballing technique.

3.5.2 Snowballing
The snowballing method is the technique of using available contacts to refer other
interviewees, who in turn suggest others, continuously increasing the researchers
layers of possible sources and contacts until enough information is gathered
(Overton and Diermen, 2003; Valentine, 1997). Snowballing is a particularly useful
technique for finding informants when they may otherwise be difficult to get hold
of or where there may be few initial points of contact (Overton and Diermen,
2003). The main obstacle can be finding an initial contact or knowing ‚the most
appropriate person to talk to‛ (Valentine, 1997, p.117). For this reason it is
important to use multiple initial contact points to ensure that all informants are not
recruited from a narrow group of like-minded people and to maximise the
diversity of interviewees in a number of different networks (Willis, 2006). A
difficulty with the technique can be knowing when to stop gathering possible
interviewees and reassessing the wealth of information that has been gathered, or
where there may be gaps.
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The snowballing method was the most important means of gathering research
participants during the research fieldwork. It was a vital technique to gaining
access to a wide range of actors and agents of Nepal’s hydro sector. Before arriving
in Nepal, I established with a local NGO and a local hydro expert, and confirmed
an interview with the Asian Development Bank Country Director of Nepal.
Though a limited list, these connections provided the initial interviews for this
research. This began a web of hydropolitical contacts within Kathmandu that
helped frame the interactions and relationships between these actors. Another
informative method was the observation of key presentations and rural village
meetings and consultations about the planned West Seti Hydro Project. Gathering
the perspectives of affected people at the WSHP proposed dam sites required
travelling with representatives from three international NGOs and a local NGO to
rural villages in far western Nepal.

3.5.3 Observations
Observational research was employed to establish the context of hydro debate
between different hydropolitical actors. The research involved unstructured
participant observation to examine several days of meetings and consultation in a
rural village of far western Nepal (see Fig. 3.1), where the local people face
significant impacts if the West Seti Hydro Project is completed. The flexible and
open approach focussed on actions, speech and attitudes of the local villagers, the
project directors and the opposing NGOs that had travelled to the region to
consult and discuss on the Project.
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As an outsider observing these events I was not always able to understand what
was said at the time, but the actions and attitudes conveyed strong emotion. A
translator was able to interpret this at a later date. Several focus group-type
meetings occurred between local villagers and the visiting NGOs and myself
under the direction of the local leaders (as shown in Fig. 3.1). Women and men
were invited to speak and though I played no part in directing or questioning
participants at the time of their speech I was able to discuss issues with individuals
in more depth afterwards. The meetings provided first hand perspectives on the
WSHP and electricity development within the Doti region.

Figure 3.1 Villagers of Doti meet with visiting members from West Seti Hydro Ltd about
the West Seti Hydro Project (Authors own collection).
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3.5.4 Secondary resources
Throughout the research various secondary texts were collected relating to
hydropolitical issues within or associated with Nepal. These included academic,
media, and internet texts. Other non-published texts such as reports and
documents put together by local hydro development businesses, affected rural
Nepalese populations and political parties were also collected. There were three
purposes to gathering these texts. First, they provided background information to
the hydropolitical environment of Nepal. Second, these documents offered an
updated dialogue of the political and resource development changes as they
occurred. Finally, secondary resources provided an insight to the opinions of a full
range of stakeholders and interested parties in Nepal’s hydropolitics.

To gather formal documents, reports, political parties’ policy plans and goals and
other relevant texts the snowball approach was used throughout the research
(Valentine, 1997). During the fieldwork, as I interviewed and met with a range of
stakeholders and interested parties, I requested the relevant texts or references to
places or people that these documents could be obtained from. This approach was
sometimes limited by the fact that not all relevant documents were available in
English. Through consultation with interpreters, I obtained translations of the most
relevant documents.

I also purchased daily newspapers, as they provided a range of different
information on topical issues of hydropower development, policies and the
increasing blackouts that occurred throughout my fieldwork. Newspapers gave
regular reports of new and changing hydropolitical events or issues, opinion
articles outlined local insight to the views and perspectives of Nepali academics
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and various experts (engineers, economists, foreign affairs and humanitarians),
while letters to the editor provided the short and concise opinion of the wider
literate population13. The language barrier was a limiting factor in gathering
newspaper resources. There are about twenty-three newspapers published from
Kathmandu on a daily or weekly basis, of these papers four are published in
English, The Kathmandu Post, The Himalayan Times, Nepali Times and The Rising Sun.
Gathering information from the media can pose a risk for strong bias or
propaganda, especially when writing about a controversial topic of national
interest to a vast population of the country. Media reporting and discussion on the
topic is often bias based on the overall nature of the source. The Kathmandu Post,
Himalayan Times and Nepali Times are independent papers known to favour leftwing political ideas, while The Rising Sun is a Government owned paper that
expresses a strong bias in favour of Government opinion. My translator and
Nepalese associates would sometimes point out the differences in how
hydropolitical articles were portrayed in the various newspapers, highlighting the
political bias that exists.

3.6 Ethics
In accordance with the University of Otago’s Ethical Approval for the
authorisation of research involving human participants, a number of measures
were taken to ensure participants were invited to partake at their own will and
treated fairly. Participants younger than eighteen years of age were excluded from
the data gathering, as it was not deemed vital to the data composition and

13

Remembering that the total adult literacy rate is 52% in a nation-wide context (UNICEF, 2010,
http://www.unicef.org/infobycountry/nepal_nepal_statistics.html).
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inclusion of this age group would further complicate the data collection. Key
informants were specifically selected through careful consideration of their role in
Nepal’s hydropolitical context, as outlined by the snowballing technique, with
particular emphasis on the range of participants. At the beginning of interviews
participants were talked through consent sheets that had been translated into
Nepali, and it was made clear that they could refuse to answer any question or
terminate the interview at any time before, during and after, without any
consequence to themselves (see Appendix 9.1). Some participants provided
information that directly concerned their private lives in relation to the affects of
the West Seti dam, while some of the business people and bureaucrats disclosed
views and opinions that made their anonymity imperative. Personal details were
kept separate from data extracts and all data was stored in secure online files
during the field work until it could be transferred to a locked cabinet at the
University that could only be accessed by the researcher and supervisor.

3.7 Data Analysis
Data analysis of qualitative research aims to interpret data presented in words,
embracing many methods to try and understand the world ‚as being socially
constructed through language and the idea that analysis deals with cultural
representations treated as texts‛ (Sarantakos, 2005, p.344). By analysing documents
and interviews during my field work it was possible to use the information to
highlight gaps or important leads to follow up for further data collection while in
the field. The main data analysis occurred upon my return to New Zealand, when
interviews were transcribed and latent content analysis used to search all
documents for coded relevant themes. Coding interview transcripts for relevant
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themes (such as hydro policy plans, their stance on the West Seti Hydro Project
and their perception of the Indian government’s influence in Nepal) aims to
provide interlinking concepts between the documents. These texts were then
reviewed collectively to assess the diversity of opinion amongst the different
hydropolitical stakeholders. I begin to map out the correlations between these
themes and how they fed back to previous hydropolitical research and relevant
literature (Dunn, 2000). There were a number of significant limitations to the
means and outcome of gathering information for this research.

3.8 Limitations of the research
The nature of social science research encounters many limitations and barriers that
interfere with or prevent research gathering as originally intended. Some
limitations can be identified before entering the field through wide reading of
research. Other limitations may not always be clear until we are in the field and
faced with unexpected situations. Such an example I faced was on my way to an
interview in Kathmandu. A policewoman waved down the taxi and told the driver
to drop me at the corner. I was given no explanation as to why I suddenly had to
walk the remaining three blocks until turning the corner I came across between
fifty to seventy young men chanting amongst burning car tyres blockading the
road. Not knowing what they were protesting, I had to walk right through the
group in order to get to the interview. Had it been possible to understand what
they were chanting I would have been aware that they were frustrated at the lack
of electricity available at their college.
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3.8.1 Language barriers
Language barriers were the greatest obstacle to gathering information for this
research. I do not speak Nepali, but attempted to learn basic vocabulary before
arriving in Nepal and took lessons during the time I resided in Kathmandu. It was
not enough to converse with, but proved useful for common greetings and simple
sentences, such as ‚how are you?‛, ‚what is your name?‛ and ‚I am from New
Zealand‛ as a conversation starter and informal introduction at the beginning of
interviews, before explaining the purpose of my research and the interview with
the participant. In my experience this helped to put the interviewees at ease by
showing my interest in their language and customs, rather than expressing a cold,
dislocated approach to such qualitative research that relied on people feeling
comfortable to express their opinions.

Fluent English is not commonly spoken outside of the Kathmandu Valley.
Amongst the population that reside in Kathmandu English is often spoken fluently
by people of higher education and those that work closely with the tourism
industry. Most interviewees spoke English to some extent due to the nature of
their role as businessmen, politicians, bureaucrats and internationally published
hydro experts. Interviewees would often speak in English but use Nepali when
they were unfamiliar with relevant English vocabulary or wanted to use the
assistance of the interpreter that accompanied me to further explain a concept.
Only three of the twenty three formal interviewees said they did not speak
satisfactory English to converse in for the sake of the research.

Translation during the interviews slowed the process, creating a fractured
conversation and limiting the questions that could be put forward in the allocated
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timeframe. However, the breaks between translations also gave both the
interviewee and myself time to reflect deeper on the point in consideration, during
which time the interviewee sometimes expanded further or raised other relevant
points. Additionally, it provided me the time to consider the direction of the
interview and whether the statements were addressing my questions.

Language barriers further restricted my access to formal documents, such as
statutes, policies and reports. These included documents discovered in the course
of the research that I came across or was referred to by others by research
participants. Some of these were available in English, but for those that were not I
asked an interpreter to read through the document and explain important points.
This required the interpreter to have a comprehensive understanding of the
purpose of my research and the data I needed. The role of an interpreter within
qualitative research can be an invaluable asset, but may also influence the data that
is gathered.

3.8.2 Interpreters
Bringing another person in to assist in the communication and interpretation of
research can result in a number of limitations in the outcome of data gathering.
However I encountered few if any significant problems with this arrangement.
Due to the language, cultural and social barriers I faced, having Prabha, a local
translator accompany me on most of my interviews proved to have a number of
benefits to data gathering, aside from translation. It was important that I was clear
in the type of role I wanted the interpreter to have as this could impact on the type
of information gathered. For example non-professional interpreters are more likely
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to censor or edit responses that are the essence of what is needed for social
research, while other limitations difficult to avoid are those concepts that do not
translate or translate differently between languages. The importance of the
interpreter understanding the topic of my research was invaluable to the outcome
of the data I gathered.

Finding a suitable candidate was difficult. Initial attempts by putting up posters in
local cafes and on information boards were slow and ineffective, while asking
around English language schools proved too expensive for my budget. Finally,
through a research participant I met Prabha, a female university engineering
student similar in age, looking to earn some extra money. My translator was not
always required in interviews as some key informants spoke fluent English, but
her personal interest in the research and the informants I was interviewing lead
her to accompany me on many of the meetings in and around Kathmandu. Laws,
Harper and Marcus (2003) explain that where professional interpreters are likely to
simply translate what is being said, research assistants will take a more proactive
approach once they understand the purpose of the research. This may include the
translator asking additional questions to draw out responses and encourage
participants’ views (Laws, Harper and Marcus, 2003). Prabha’s interest in the
research was an advantage to me as she would delve further in to an answer if she
felt the interviewee was holding something back or avoiding the question.
Additionally Prabha sometimes suggested further questions or topics that linked
back to previous interviews we had taken to try and find connections between the
points informants had raised. After interviews we would often discuss the
outcome and review what the interviewee had revealed, before considering where
there were still gaps in the information I had gathered. Prabha often took it upon
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herself to use her contacts to find other suitable interviewees I would have found
difficult to contact otherwise.

Having a single interpreter accompany a group research trip to the rural villages in
Western Nepal was not as productive in gathering information as I had predicted.
This was no fault of the interpreter or the local villagers who were eager to speak
with the foreigners who had arrived. Miscommunication about the purpose of the
five different parties that had come together to travel to the villages of Doti, in
Western Nepal was root problem that caused tension within the group and with
local village leaders. Three of the visiting research parties were there with activist
intentions, while the other remaining party and myself were interested in
determining local perceptions and opinions about the West Seti Hydro Project and
the problems they had with the project developers. With different intentions
amongst the group I attempted to split away from the activists and pursue
conversations and informal interviews with locals. This was not always possible as
my time with the interpreter was minimal at best, but later transcriptions of
community meetings lead by local leaders produced invaluable information about
the frustrations and stance on hydro development within the Doti region. The
situation that unfolded in this rural context was one of many that contributed to a
distinct positionality I carried while undertaking the research.

3.9 Positionality
The criticisms and questions of the authenticity of qualitative research, also called
the ‚crisis of legitimacy‛ by Scheyvens and Storey, have encouraged researchers to
become more accountable in cross-cultural research and acknowledge how one’s
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position may affect the research process and outcomes (2003, p.3). The very nature
of qualitative research requires analytical self-scrutiny of the researcher. Bulmer
(1984) states that all research relates to the positionality of the researcher, where
positionality refers to the ‚perspective shaped by the *researcher’s+ race, class,
gender, nationality, sexuality and other identities‛ (Mullings, 1999, p.337). How a
researcher’s background and context may influence the research process or how a
researcher negotiates, understands and represents cultural environments different
to their own is an important aspect to qualitative research (Scheyvens and Storey,
2003).

There are four important aspects to the positionality of my research that impacted
the field work. These were situated around my ethnicity, my gender, the power
relations that occur within development research and the social and cultural
circumstances I experienced during the field work. All of these aspects are centred
within my identity. Positioning myself in my research requires acknowledging my
identity as a white New Zealand woman (unmarried, researcher and student).
These traits of my identity were significant and obvious characteristics that
frequently played a major role in the course of my fieldwork.

3.9.1 Ethnicity
My ethnic characteristics (blonde hair, white skin, blue eyes) drew constant
attention where ever I went and created both a barrier and an advantage to
gaining contact to potential interviewees. This physical identity immediately
created a position of being an ‚outsider‛ within this foreign context. It is a
situation I have experienced in other cultural settings, but I found it was more
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emphasised in Nepal as I was worked and lived alone. Herod (1999) explains that
researchers in cross-cultural research are in a position of being an ‚outsider‛ and
will never be able to experience and understand the ‚reality‛ of the context that an
‚insider‛ would hold. Researchers in this context are ‚automatically at a
disadvantage because they could never hope to understand the cultural
complexities of that which they are unfamiliar with. The validity of one’s research
is seen to be a reflection of one’s positionality‛ (Herod, 1999, p.314). Scheyvens and
Storey (2003) believe this insider/outsider position does not recognise the flexible
nature and complex characteristics of individuals to change or move beyond these
barriers.

During the field work in the rural villages of Doti I was viewed as a strange
looking foreigner and novelty visitor to many of the locals. These people’s interest
in my skin and hair colour drew them in, but they were distracted away from the
research with questions about who I was and why a single white woman was
visiting their village. It took time to gain people’s trust and for the novelty to wear
off before I was in a position to ask about West Seti River and the WSHP. Joining
in common activities (washing, cooking, playing games with the children) helped
break through this barrier. Consequently, the amount of time I had to undertake
the research I had intended with the rural hydro project affected Nepalese people
was limited and sometimes I had to rely on the information some of the other
members of my research party had gathered.

In Kathmandu my ethnicity was an advantage. Hydro business people were keen
to pour out their grievances and frustrations to a foreign researcher as to why their
hydro projects have been delayed and devalued. To have a foreign individual

75

interested in their situation and the hydropolitics of Nepal was reassuring to the
business people. This also placed me in a position of power and I had to be careful
not to make promises about the outcome of my research.

3.9.2 Gender issues
A second major factor in the positionality of my research is my gender and the
way in which this affected how I was addressed, perceived and the outcome of the
information made available to me. Gender issues are a universal issue for social
research methods and designs as all societies have some degree of gender
differences in the different jobs, roles, responsibilities, customs and traditional
practices that are undertaken in each society (Laws, Harper and Marcus, 2003). The
gender of the researcher is suggested by some academics to influence the outcome
of information that is made available (Valentine, 1993; Henshall Momsen, 2006).

I had expected that I would find it easier to extract information from local
Nepalese women (who would feel less intimated to talk to an unknown female
researcher than an unknown male researcher), but the women were not often
available, instead busy with housework. When I did have the opportunity to speak
with local women they were shy about answering my questions, making
comments that they did not know enough about the situation, had generations of
family who had lived in the area and would only consider relocating if it was in
the best interests of Nepal’s development. Instead I spent time discussing common
points of interest (different views of marriage, their children and family and my
family) to build up trust and appear less imposing to the women.

76

In contrast to this Nepalese men were keen to talk with me about my research.
Village leaders and local school teachers in Doti, taxi drivers, hospitality staff at
backpackers, policemen and staff at the post office all had an opinion on the state
of electricity production and consumption in Nepal and what the Government was
and was not achieving. For some of these men it was a great concern they wanted
to voice, for others it appeared to be more of an opportunity to talk with a young,
white female.

Valentine (1997) refers to O’Connell, Davidson and Layder (1994) when making
the point that a young female interviewing relatively powerful male respondents
or senior managers can ‘act dumb’ as means of encouraging them to disclose more
information to her than they would to an older male interviewer, whom they
would assume would know how to use the information against them. So by living
up to a stereotyped assumption a researcher of the right demographic may gain
access to greater information.

However, while this may have occurred unintentionally in this research, age and
gender also worked against me at times. Powerful male respondents of a different
culture did not consider such interviews to be worthy of their time. As a single,
white female undertaking research work in an environment that was dominated
by Nepalese men, I stood out and gained attention or responses to questions that
were not always professional or made me feel uncomfortable. I had to learn new
and different means of breaking the ‘ice’ with Nepalese businessmen and
especially hydro experts and politicians to convince them of my academic
justification for undertaking such research.

77

3.9.3 Power relations in research
Additionally I had to be aware of the complex power relations that can exist
between researchers, interpreters and research participants. Flowerdew and
Martin (1997) emphasise the importance of specifically acknowledging this when
conducting research in less developed countries and where there is little
understanding of the local codes of behaviour or the cultural context. Participants
can be made to feel obliged to cooperate with researchers because of a feeling of
inferiority toward an educated, ‘white’ researcher (Flowerdew and Martin, 1997).
As explained in the Ethics Approval (see Appendix 9.1) Participants were assured
that they were in no way obliged to complete any interview they participated in.

Having travelled to the remote village of Deura with representatives of four
different NGOs I was automatically associated with the activists amongst our
group. It became important for me to distinguish the different agenda and purpose
of my presence as a researcher and not an activist. Especially when relations
between one activist and some of the locals became very heated. I was aware and
concerned that through my participation in the field trip I might also appear as an
activist to locals.

Other power relations can arise from the cultural context of the research, relative
to issues of different classes or castes, landholders and the landless, educated and
illiterate, elders and youth, women and men and rich and poor (Brydon, 2006).
Valentine (1997) comments that holding focus groups can pose problems with
some participants perceiving they have less of a right to speak or present their
views in the presence of fellow villagers from a greater position of power due to
the cultural norms and position in the village. Nepalese society continues to be
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segregated by caste14 and this was reflected by the order that people were allowed
to speak. Dalits15 or untouchables were given an opportunity to speak once
everyone else had presented. This may have showed social progress in allowing
lower castes to speak, but it was clear that these people remain a marginalised
group within the community. I had to be careful that I respected local culture,
without neglecting various members of the community.

3.9.4 Cultural and social practices
Finally, learning, acknowledging and becoming accustomed to different cultural
social practices were significant aspects that affected my positionality within this
research. Problems associated with misunderstandings between the researcher and
respondent through language, cultural nuances, practices and body language have
been well documented (see Scheyvens and Storey, 2003). Clothing played a
significant role in breaking down cultural barriers. By wearing traditional dress
commonly worn by older Nepali women and most young Nepali girls, locals were
more responsive and helpful in assisting me with my research. I was seen as
adopting and attempting to fit in with the acceptable female dress code, rather
than maintaining my western image. Nepali women especially, were much more
helpful in providing directions or showing me the way to interview locations.
Research respondents were pleased to see my effort to acknowledge the culture

Society is segregated by the ‘caste’ (class) that they are born in to. The Nepali caste system is
based on the Hindu system that divides society by their ethnic and cultural backgrounds. It works as
a multifaceted status hierarchy, whereby the different divisions define the livelihoods and social
inclusion or exclusion. These divisions are hereditary and can only be changed by migrating to a
new area or marrying across the caste line (which is dependent on the spouse’s caste and carries
strong social stigma).
15
Dalits or untouchables are the lowest caste and in many instances are still not given equal rights
as higher castes.
14
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and I felt that I was taken more seriously in what my research was aiming to
gather.

3.10 Re-presenting the research
In writing up the research I became aware of the ethical complexities of research
outcomes in a developing nation context. One of the greatest challenges in
conducting research in a developing nation is the expectation from the local
population that research outcome will provide a solution to their problem. Local
NGOs, affected rural populations and members of the public I spoke with were
eager to inquire in to the solutions I would produce and how my research would
help them. This was a valid and justified query given my request for their time,
information and sources or contacts to assist my research. After I had completed
the field work I worried over the need to produce a document that could provide
invaluable insight to the solutions of hydropolitics and hydro development that
this new government could follow. However with scholars such as Mitchell and
Draper (1982) in mind I have realised that by pursuing solutions for Nepal’s
hydropolitics I was diverting away the original aims to expand on existing
hydropolitical literature, while documenting this important political crossroads
within the nation. This gradually became clearer once I returned to New Zealand
and was removed from the research field.

3.11 Conclusion
This methodological rationale for the study conducted outlines the approach and
objectives that were pursued through specific research techniques and the
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problems that were encountered. These methods aimed to ensure an in-depth
collection of information and materials were gathered to create a holistic picture of
the situation of Nepal’s water policies and development strategy towards the
nation’s natural freshwater resources. As mentioned by Sarantakos (1993)
qualitative research employs a flexible research design and open methods of data
collection that can be developed or altered during the field research to suit a
changing or misconceived situation. Using a qualitative approach (semi-structured
interviews, observations, gathering media reports and snowballing to gather
further contacts and documents) provided the flexibility to adapt to unforeseen
situations, not accounted for prior to entering the field. The greatest limitations
arose from the language barriers and my obvious physical differences in ethnicity,
gender (most interviewees were male), being aware of the power relations in
development-related research and understanding or adapting to the cultural and
social differences. Comprehending and finding ways of breaking through or
adjusting to such differences became imperative to framing my positionality
within my research.

Using these qualitative research techniques I gathered a variety of information that
led me to consider the complex hydropolitical environment of Nepal under the
framework of the four key research questions posed in section 2.8 of chapter two.
The following three chapters discuss these questions in turn and conclude the
outcomes of each in the final chapter.
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CHAPTER FOUR

Hydropolitical context of
Nepal: India, legislation and
the new Communist
Government
Nepal is at the crossroads of a fundamental socio-political transformation and so a
new beginning. The conduct, action and behaviour of the fundamental institutions
will determine the success or failure of transformation. The water sub-sector is one
of the major areas where a change in governing system, legal arrangements,
bureaucratic reorientation and institutional reframing is essential in order to
address the associated growing scarcity and conflict (Upreti, 2007, p.16).

4.1 Introduction
Nepal has a natural wealth of freshwater resources, but has been unable to utilise
the full potential for their own benefit. The recent national democratic elections
held in April 2008 brought a new coalition government to power, determined to
bring drastic changes that would solve the nation’s crippling blackouts. The goals
and policies of this new government represent an opportunity to make changes or
introduce new policies that could encourage Nepal’s development and progress.
In order to understand why Nepal’s hydropolitical environment is now influenced
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and guided by international agents it is important to identify the political history
and context of the nation that have lead to this present situation.

This chapter sets out to explore four important aspects of Nepal’s hydropolitical
environment. Firstly it investigates the historical water related treaties and
agreements with India that have gradually weakened the Nepalese Government’s
control and power over the nation’s hydropolitical context. It examines how the
state negotiates its power across national and regional scales and the power
asymmetries, outlined in chapter two, have emerged between India and Nepal.

Secondly, the chapter examines the ad hoc national policies and constraining
views of politicians that continue to hinder the efficiency and progress of Nepal’s
hydro development. It explores how the Governing Maoist party in particular, has
attempted to provide solutions to the electricity crisis and encourage various forms
of hydro-development. These two objectives build on and extend the existing
literature by presenting the context and reasons that Nepal has a unique and
complicated hydropolitical environment.

Thirdly, this chapter introduces the four key stakeholder groups involved in
Nepal’s hydro sector and considers their opinions of the acts and policies. Finally
the chapter examines the new policy goals and agendas of the two coalition parties
elected to in the April 2008 national elections; the Communist Party of Nepal
(Maoist) and the Communist Party of Nepal (United Marxist-Leninist). Objectives
of both parties are explored and considered as to why there does not appear to be
any significant change for Nepal’s short term hydropolitical agenda. Information
and data sources used to investigate these issues include interviews conducted
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with Nepalese hydro business people in Kathmandu, politicians from the three
main political parties16 and bureaucrats, including people from the Nepal
Electricity Authority.

4.2 Water related treaties and agreements with India
An exploration of the history of Nepal shows a violent and turbulent past. In
addition to the disruptive and unstable political environment of country, the water
related treaties and agreements with India are another major contributing factor to
Nepal’s weakened hydropolitical context. A central issue that has dominated
Nepal’s economy, intervened in the nation’s politics and demanded controversial
negotiations over shared natural resources is the relationship with, and influence
of India. Nepal and India share a vast amount of the Himalayan waters that begin
in Nepal and flow south to India on their way to the ocean. The development and
management of these transboundary waters has been an on-going challenge for
the co-riparian nations and an ongoing cause of political dispute.

Water relations between the two nations began in the early 1900s as India looked
towards developing the Mahakali River, a border river between the two states
(also known as the Sarda River in India) (Baillat, 2004). Since then, numerous
transboundary resource agreements have been signed between the leading powers
of the two nations, but the inability of Nepalese leaders to negotiate the terms they
want has lead to bitter feelings of manipulation and discontent towards their
powerful downstream neighbour. Often described as Nepal’s big brother, India is

16

Communist Party of Nepal (Maoist), Communist Party of Nepal (United Marxist-Leninist) and
Nepali Congress.
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perceived as having transparent motives to encourage the development of mega
hydroelectric dams in Nepal that can then be exported south across the border to
India (Gyawali, pers. comm., 2009; Dixit, pers. comm., 2009). The geopolitical
riparian context is a common source of explanation of the, at times, stressed
relationship between the two South Asian neighbours. A brief examination of the
history of the Nepal-India hydropolitical relationship is necessary here to show
how India has, over time and through five water treaties, secured the influence of
its agenda in Nepal’s current situation.

The first India-Nepal treaty negotiated over transboundary rivers was the Sarda
Treaty, signed in 1920. The Treaty effectively gave India 4,000 acres of the eastern
banks of the Mahakali in exchange for the equivalent area in forest to the east and
50,000 Rupees (Gyawali and Dixit, 1999; Baillat, 2004). Though Nepal’s withdrawal
volume from the river was restricted, India’s was never specified, creating a source
of on-going dispute and feeling of mistrust amongst the Nepalese (Gyawali and
Dixit, 1999; Baillat, 2004). All efforts to change this Treaty failed and prevented
Nepal from developing an upstream project (Salman and Uprety, 1999).

The second treaty signed between India and Nepal Governments was not
specifically a transboundary water treaty, but the 1950 Peace and Friendship
Treaty tightened political relations between Nepal and India, to a point of
restriction. Nepal became something of a pawn in India’s foreign policy and, more
specifically, a buffer state against Communist China. This Treaty was signed
following the rise to power of the Communists in China and a period of political
instability in Nepal, during which India feared the spread of Communism. The
Treaty strengthened ties between Nepal and India against any neighbouring

85

threats, while ensuring that Nepal imported all arms from or through India
(Dahade and Pant, 2004). In addition to this, a clause about ‚commonly shared
rivers‛ was instigated requiring new and modified uses of the rivers to be pursued
through joint ventures (Gyawali and Dixit, 1999, p.554). The Treaty secured India
as Nepal’s closest ally and prevented Nepal from foreign relations and interactions
without the approval of the Indian parliament.

With the independence of India in 1947 and a form of democratisation of Nepal in
1951, political interests of both nations turned to the development of their shared
rivers as a means of modernisation and economic development. The Kosi
agreement, first signed in 1954 and amended in 1966, sought to harness Nepal’s
largest river, the Kosi [see map of Nepal’s rivers, Fig.1.1]. Plans were made to
build a 20,000 kilowatt powerhouse on Indian territory and give India indefinite
access to the land where the project was to be built (Baillat, 2004). India had been
seeking to gain control over the Kosi for a long time, due to it being the most siltladen river of Nepal, with a history of disastrous flooding during the monsoon
(Baillat, 2004). The Kosi Treaty drew criticisms from within Nepal where people
felt the Treaty was a surrender of territorial rights for an indefinite period of time
without adequate compensation. Further angst developed over the restricted
access to water for Nepalese people and the fact that there was no limit to the
quantity of hydropower that could be produced by India, while Nepal has strict
limits on water that can withdrawn from the river (Baillat, 2004). This was
amended in 1966, but has done little to resolve Nepali opinions and bitterness
about the agreement (Iyer, 1999).
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Like most of Nepal’s significant policy changes, the negotiations of the Kosi Treaty
were made during a period of political weakness on the part of the Nepalese
Government. The early 1950s was a transition period, when the monarchy was reestablishing its own power as head of state, fending off local political parties and
improving relations with the new independent Indian Government that had
ousted the Ranas. The Treaty was another form of bridging alliances with the new
Indian Government, while ensuring their own power, but it was not a treaty as
favourable to Nepal as it was India. Five years after the initial Kosi Treaty, a
similar agreement was made between the two states.

The Gandak Treaty was the fourth major hydropolitical treaty between the
neighbouring riparian neighbours. This Treaty was not as controversial as other
Nepal-India water treaties. Signed in 1959 and amended in 1964 the Treaty focused
on a complicated multipurpose project (again designed and financed by India) on
the Gandak River [see map of Nepal’s rivers Fig. 1.1 in chapter one] (Baillat, 2004).
The Treaty established the plans for the Gandak project, which consisted of a
barrage and two power houses on both Nepalese and Indian territory, for which
financial compensation to Nepal was made. The demand for re-negotiations by
Nepal delayed the completion of the project and although many Nepalese have
claimed it was an unequal Treaty, others have argued that this has more to do with
the nation’s sensitivity to national sovereignty and resources (Baillat, 2004).

Finally the most recent transboundary water treaty between the two nations is the
Mahakali Treaty signed in 1996. Mahakali has become a classic example of Nepal’s
typically blinded approach to treaties with their riparian neighbour and an
idealistic perception for developing their vast hydropower potential. The Mahakali
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River, flowing from the Himalaya down the western Nepalese border, is the fourth
largest river that feeds into the Ganges River system in India (International Rivers,
2008). Initially, the Treaty was given praise and support in the hope it would
resolve grievances from the Sarda Treaty, while also embarking on integrated
development approach to water use between the two nations, where both parties
would be entitled to equal benefits and share the costs relative to their share of
benefits (Salman and Uprety, 1999). The Mahakali Treaty further proposed to
develop a joint hydropower project, irrigation and flood control, while also
creating the Mahakali River Commission, a joint coordinating body for the
conservation and utilisation of the waters (Hearns, 2007). Dispute has arisen from
the different way in which water sharing is viewed. India sees the Mahakali as a
border river where both countries can use it but it does not belong to either,
whereas Nepal believes it belongs to both nations, therefore half the waters belong
to Nepal (Salman and Uprety, 1999). The Mahakali example is another agreement
that has fostered a Nepali mistrust of India. It reflects the literature of
hydropolitical relations between small landlocked upper riparians and their
powerful lower riparian neighbours, as discussed by that Baillat (2004) and Dinar
(2003), whereby the economic reliance and political power of larger downstream
nations, such as India and South Africa, creates a sense of uneasiness with smaller
landlocked upstream states, such as Nepal and Lesotho. The Mahakali is another
treaty that has fuelled the hydropolitical relationship with India, where those
directly affected of the Nepali population, Nepali politicians and those aware of
the political treaties, express the opinion they have been outplayed at every
manoeuvre (Gyawali and Dixit, 1994; Upreti, 2006; Vanaik, 2008).
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Since the beginning of the 20th Century India has gradually secured a prominent
position within Nepal’s hydropolitical environment through a series of
transboundary water treaties. An asymmetric hydropolitical power relation has
gradually increased India’s influence over the transboundary resources that
originate within Nepalese territory. Haftendorn (2000) argues that states in control
of the upper riparian valley have a geographical advantage that can alter the
regional political relations. However, it appears Nepal has not utilised this
advantageous position. This is likely to be a result of the economic and political
power India maintains, while domestic political instability has prevented
collaboration between the two states. Throughout each of these treaties Nepalese
opinion has maintained that ‚Nepal policy makers were Indian puppets selling off
the water resources of the country to India‛ (Balliat, 2004, p.26). By negotiating
these treaties during or following periods of political instability in Nepal, India
was perhaps able to secure more favourable outcomes then they would otherwise
have achieved. Despite the power and influence India has commanded through
river resource agreements, Nepal remains determined not to be sidelined in the
development of transboundary rivers. Yet the water treaties that exist between
these two nations have, with each one, gradually weakened Nepal’s position in
negotiating terms with India, while securing India’s prominent position and
emphasised the downstream neighbour as the only viable hydroelectric export
partner. India’s position in Nepal’s hydropolitical environment is inevitable for the
small

landlocked

nation

to

maintain

good

political

relations,

export

hydroelectricity or attract Indian investors and also for the reliance Nepal has on
India for essential economic trade.
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4.3 Ineffective policies and legislation
This next section explores why Nepal’s water resource and hydropower policies
have done little to improve the sector, while politicians are continuing to make the
same mistakes that continue to prevent effective hydropower development. There
have been several water resource and hydropower development acts and plans
introduced since the 1990 Constitution. Examination of four central acts shows that
all have contributed to improving resource management, but done little to
improve the efficiency or regulate the system. Essentially, the culmination of ongoing political instability and weak legislation have diminished the Government’s
status and control over the nation’s hydropolitical sector and created a situation
conducive to the acceptance of influential outside interests that have infiltrated
and guided the sector towards their own agendas of large-scale export-orientated
hydropower.

The first piece of legislation brought in to effect by the second Nepali Congress
Government was the Water Resources Act 204917 (1992). This was introduced to
manage the rational utilisation, conservation and development of the nation’s
water resources. It became an umbrella act for national resource management;
acknowledging the importance and value of Nepal’s natural resources so as to
prevent serious environmental impacts, especially pollution (Nepal Electricity
Authority, 1992). All waters were vested in the ownership of the Kingdom, which
still held supreme authority. Provisions included a ‘priority order’ of the uses of
the nation’s waters, listing hydroelectricity after domestic use, irrigation, and
agricultural use (including fishing) (Nepal Electricity Authority, 1992). While it is

17

The Nepalese calendar is a traditional solar calendar, but 56.7 years ahead of the western
Gregorian Calendar.
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not considered the most important use, hydroelectricity is recognised as an
essential component of the basic needs and economic development of Nepal.
Additionally, the Act made minimal arrangements for the utilisation, conservation,
management and development of water resources, while it further attempted to
prevent the pollution of the freshwater resources. It set out the provisions for
obtaining licences to utilise the resources, established the rights of the King to
exercise authority over any person or licensee and listed penalties that could be
enforced for various infringements. Despite covering all of these issues, the Act
had no context or responsibility placed with any one organisation to ensure that
the provisions were adhered to. It was, in effect, an unfounded mandate that
existed, followed to some extent, but not actively enforced.

The second central Act was the Hydropower Development Policy 2049 (1992)
which aimed to meet the electricity demands of people throughout Nepal and
encourage ‚national and foreign private sector investment‛ in the development of
hydropower in Nepal (Nepal Electricity Authority, 1992). The policy introduced
key objectives to meet urban and rural demands; industrial needs; motivate local
and foreign private sector investment; and to pursue hydropower development as
a means of conserving the nation’s environment (Nepal Electricity Authority,
1992). Furthermore, it covered a brief list of regulations that must be met in the
operation of each hydropower project developed in Nepal. Following the
unsuccessful implementation of the 1992 Act, broader objectives were introduced
that could be achieved much more easily and, in turn, would make the
Government appear it was making significant progress within this sector. In 2001
this Act was amended to pursue a more liberal approach to encourage foreign
private sector investors, while attempting to ensure a commitment to
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environmental protection, where development projects in the sector are
transparent, practical and investment friendly. The amended Act was a lot less
specific than the preceding policy and allowed for loose interpretations, with less
demanding hydropower development goals placed on the Government.

The Water Resources Strategy of Nepal, established in 2002, aimed to provide
Nepali people with access to water for basic needs of drinking, cooking, sanitation
and energy production. The Strategy outlined the formulation processes that
would lead to a National Water Plan and Environmental Management Plan and
the surrounding issues of the water sector. It also highlighted recommended
institutional changes, but upon examination of these suggestions it revealed a
lenient attitude towards maintaining a focussed and goal driven system.

From the Water Resources Strategy came the fourth major document in Nepal’s
hydro sector, the National Water Plan 2005. This Plan aimed to provide short,
medium and long term action plans for the water resources sector (Nepal
Electricity Authority, 2005). The Government hoped this plan would encourage
hydro development to boost the economy, while refocusing on use of the country’s
water resources and creating an efficient strategy for poverty alleviation. The
National Water Plan 2005 considered a range of management mechanisms (such as
regional cooperation frameworks, institutional mechanisms and water information
systems), security and use aspects. Consideration was given to the implications,
costs (economic and financial analysis, foreign exchange and rate of return and
other water sub-sectors), environmental management and the basic frameworks of
monitoring and evaluation systems involved in development planning of water
resources.
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Upreti (2007) discusses these issues and concludes that Nepal’s water resource and
hydro development policy is confusing, inconsistent and lacks the necessary
procedures to ensure project proposals are examined and licensing decisions are
made in an efficient manner by professionals. One of the overarching problems
with the legislation is the inability to link all of them to a single Act that provides
consistency and establishes a clear process for the development of hydro projects
with set time frames, especially for the decision-makers (Upreti, 2007). This
problem is a result of the disjointed transition from earlier Acts and a lack of
qualified or capable personnel in writing the more recent documents. Thapa (1997)
refers to the fact that as was typical of developing nations in the mid twentieth
century, Nepal’s economic policy was based on centralised development planning
through state intervention. However, excessive government controls and
regulations over the private sector created an inefficient public sector reliant on
foreign aid. The circumstances of this were explained in the earlier political history
section of this chapter.

In the late 1980s and 1990s when this planning framework was abandoned for a
more liberal market-friendly approach, the intra-national and international private
sector were encouraged back into the economy (Thapa, 1997). Nevertheless, this
transition does not appear to have been wholly successful in Nepal as a lot of the
responsibility for improving the country seems to have been thrown towards the
private sector, while the state has relinquished itself of such duty. While there are
now processes in place for examining and providing justified reports on the
development of hydro proposals from the private sector, the correlating legislation
has made for a disjointed and ineffective process in providing feedback and
answers to local businesses waiting to begin work.
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4.4 Different stakeholders and their interests
These policies and acts have come under criticism by local experts, media and
business people for neglecting to ensure a stringent system of checks and balances
are implemented to monitor and evaluate programs and progress of each
(Hydropower businessperson 1, pers. comm., 2009; Hydropower businessperson 4,
pers. comm., 2009; Dixit, pers. comm., 2009; Gyawali, pers. comm., 2009). Discussions
with a range of commentators, activists and business people of Nepal revealed
their frustrations at the lack of stringent checks and balances in all of the nation’s
development legislation. This issue is reflected throughout the hydropower sector
as it has struggled to produce enough electricity to meet basic needs within the
Kathmandu Valley. Outside of the Valley, electricity supply is scattered. There is a
strong opinion amongst those involved within the hydropower sector that there is
a serious lack of monitoring, evaluation and overall implementation of the
hydropower development policies which prevent the development of ‚good
dams‛ and allows ‚bad dams‛ to slip past regulations (Dixit, pers. comm., 2009).

This section introduces the five main stakeholder groups of Nepal’s hydro context
in order of the apparent influence they have established over the Government. It
explains the extent of their involvement and outlines the agenda they are pursuing
for the development of hydropower within Nepal. These groups are multilateral
organisations and non-state actors, local and international civil society; and local
business people.
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4.4.1 Multilateral Organisations
Multilateral organisations such as the World Bank and Asian Development Bank
(ADB) are very influential in Nepal since the 1960s when they were encouraged to
provide development aid by the monarchy during the Panchayat era. The ADB has
become a prominent organisation within this environment due to their ability to
establish and maintain a strong relationship with the Government which in turn
appears to have become a dependent on the Bank’s development aid18. While the
ADB’s own mission statements suggest that it primary focus is on poverty
alleviation, this multilateral has fallen under criticism

from local and global

activists for not adhering to environmental and social needs of local peoples in
nations where projects have been undertaken. There have also been criticisms that
suggest that the dominance of wealthy member-states in the contributions and
voting power of the ADB has led to an agenda that reflects these interests rather
than those of the poorer countries in which the Bank works.

18

The Bank is run by a Board of Governors based at the office headquarters in Manila, Philippines,
who oversee the departments, offices and missions throughout Asia (ADB,
http://www.adb.org/About/default.asp). Its purpose is to assist developing member countries to
reduce poverty and improve the quality of life of their population (ADB,
http://www.adb.org/About/default.asp). The Bank was established in 1966 as a post-World War II
strategy for rehabilitation and reconstruction to promote economic growth and cooperation in the
Asia region (ADB, http://www.adb.org/About/default.asp). Thirty-one member states signed the
original ADB Charter in 1966, including Nepal and since then membership has grown to sixtyseven and includes nations from throughout the world, such as Norway and the United Kingdom,
each of whom donate varying financial contributions. As shown in Table 4.1 both Japan and
America hold the greatest shares and voting power, well above other member states.
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Table 4.1 Shares and voting power of member-states of Asian Development
Bank
ADB member-states
Percentage of shares Percentage of voting power
Japan

15.571%

12.756%

United States of
America
India

15.571%

12.756%

6.317%

5.352%

United Kingdom

2.038%

1.929 %

Norway

0.34%

0.57%

Nepal

0.147%

0.415%

Source: Asian Development Bank, Membership, 31 December 2008,
http://www.adb.org./about/membership.asp
These criticisms include insufficient recognition of the extent of environmental and
social impacts and a lack of local consultation or substantial mitigation and
resettlement packages for displaced peoples (Nette, 2002; Wafed, pers. comm., 2009;
Dixit, pers. comm., 2009). The Bank follows an economically driven agenda,
encouraging Nepal to promote the development of large-scale hydro projects. The
ADB has become synonymous with pursing market-led capitalism at the expense
of local people’s livelihoods.

In response to on-going protest and criticism around these issues the Bank has
made recent changes to their policy regarding the impact of their projects on
natural and social environments. In the past, they have been a frequent target of
civil society groups in the Mekong region (such as the Assembly of the Poor) for
their involvement in projects such as Nam Theun II and Se San Basin (Hirsch, 2006;
Missingham, 2003). The Bank’s power as a large wealthy multilateral organisation
and often the central financer in projects, means they can exert overarching
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influence to dictate the terms and conditions of development projects in poor,
politically weak and unstable nations like Nepal. Chapter five that examines the
case study of West Seti Hydro Project (WSHP) in far western Nepal, illustrates this
point.
Outward- orientated policy reforms in the early to mid 1990s re-emphasised the
importance of Foreign Direct Investment for Nepal’s development progress and
encouraged further involvement from multilateral organisations like the ADB.
Foreign Direct Investment in Nepal steadily increased between 1988 and 1996,
except during 1994 when uncertainty in the political climate caused a reduction in
investor interest (Athukorala and Sharma, 2006). However in recent years the
pattern of foreign investment project approvals has been erratic. All years between
1997 and 2001, except for 2000, have recorded a decline compared to the levels of
the mid 1990s (Athukorala and Sharma, 2006). It is common for a significant
number of Foreign Direct Investment projects to never reach implementation in
developing nations, yet Nepal has an exceptionally low rate in comparison to other
developing nations in Asia (Athukorala and Sharma, 2006). Only 37% of approved
projects since 1988 have been implemented, while Vietnam, Sri Lanka and
Malaysia are estimated at 70%, 75% and 80% respectively (Athukorala and
Sharma, 2006).

Despite liberalising their policies, Nepal has difficulty in attracting foreign
investors over their neighbouring South Asian countries. Table 4.2 shows that
between 1989 and 2002 Nepal is superior only to Bhutan. The exact reasons for this
are not available from the data, but geographical constraints of being landlocked
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along with political instability, policy uncertainty and the slow pace of reform are
likely reasons for Nepal’s poor record for attracting foreign are investment.

Table 4.2 Foreign Direct Investment Inflows in South Asia, 1989-2002
1989-94*

1995

1996

1997

1998

1999

2000

2001

2002

India

394

2144

2591

3619

2633

2168

2319

3403

3449

Pakistan

304

719

918

713

507

530

305

385

823

Sri Lanka

102

65

133

433

150

201

175

82

242

Bangladesh

6

2

14

139

190

180

280

79

45

Maldives

6

7

9

11

12

12

13

12

12

Nepal

4

8

19

23

12

4

0

21

10

Bhutan

1

0

1

1

0

0

0

0

0

Source: Athukorala and Sharma, 2006.
* Annual average.

The translation of this multilateral investment in the hydro sector has not been as
forthcoming. Although the Government has liberalised the energy market, the
capacity being developed by the private sector continues to be at very low levels
(Pokharel, 1998). Between 1987 and 2001 US $230 million had been invested by
foreign entities in the electricity, water and gas sector, making it the second highest
foreign investment sector within the country behind general manufacturing
(Athukorola and Sharma, 2006). This figure is low when considering the lack of
electricity it has produced in the fourteen year time frame. Nepal currently
generates and uses 1000 MW of electricity, 144 MW of which is produced by the
private sector and considerably less by foreign investors (Athukorola and Sharma,
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2006; Shrestha, 2008). There are a range of reasons for this limited investment. The
pressure for foreign investors to supply electricity to the national grid is a common
deterrent (Athukorola and Sharma, 2006). Inefficiency and poor management of
the Nepal Electricity Authority is another reason, as the state-owned enterprise
regulates and distributes Nepal’s electricity. Political instability and geographical
limitations of a mountainous landlocked country are further disincentives.

4.4.2 Local and international civil society
Nepal is a society that has a high level of dependence on foreign aid and as a
consequence there are many NGOs working within the country. A 2004 estimate
suggested there were over 30,000 NGOs of various sectors existing within the
country (Kobeck and Thapa, 2004). However, perhaps surprisingly, very few of
these are devoted to advocacy roles, particularly around water resources
development. The dominant local environmental group in Nepal’s hydropower
sector is the Water Users Federation of Nepal (commonly known as Wafed), an
organisation formed following founding members’ opposition to the Arun III
project in 1996 (Wafed, pers. comm., 2009). Wafed frequently produces articles on
hydro projects or proposals, commentating on the relevant environmental, social
and economical issues these present. They openly state that they are not entirely
against large-scale projects, as is often perceived by others, but rather are
concerned with the overall benefits for the nation and specifically for locally
affected Nepalese living in areas where dams are proposed (Bhandari, pers. comm.,
2009).
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Wafed works in connection with several international organisations including
International Rivers, the Asian Development Bank NGO Forum and the Japan
Centre for a Sustainable Environment and Society. As international NGOs, they
hold a position of power and respect with locals frustrated with Nepal’s hydrosector. To some degree these NGOs also have an influence over the Nepalese
Government because of their effort at attracting national and (at times)
international media attention highlighting the pitfalls of large projects, like the
WSHP, they perceive as harmful for the nation’s overall development.
Organisations such as the Japan Centre for a Sustainable Environment and Society
and the NGO Forum on ADB take it upon themselves to monitor projects the Bank
funds or loans money to and ensures money is not being used to support
development projects that threaten people’s lives, their environment and
communities. By drawing international attention to the problems embedded in the
WSHP, these non-state actors contribute to framing Nepal’s hydro-sector as an
unattractive investment opportunity, deterring potential foreign investors.
Additionally, through their international connections, these agents have helped
raise the profile of local groups such as Wafed. Aside from the support they
provide local NGOs, the Japan Centre for a Sustainable Environment and Society
and the NGO Forum on ADB monitor how their own government’s contributions
are spent in the hands of organisations such as the ADB, as both Japan and the
United States of America are the top two stakeholders of the ADB as shown in
Table 4.1.

100

4.4.3 Hydro-experts and civil society
Nepal is arguably an unusual case where water resource experts have a prominent
role in civil society than would normally be the case in a place that is so dominated
by NGOs. However, because of the specific nature of civil society in Nepal, these
experts collectively constitute a significant part of Nepal’s hydropower debate. The
researcher interviewed four key informants who hold prominent positions within
these debates as part of the investigations into the role of civil society. Their role
spans beyond the realm of commentary to provide a well justified perspective and
influence on the nation’s politics and polices, based on the range of prominent
roles they have held in the public arena. These include their longstanding
involvement in the nation’s politics, as bureaucrats in former governments and
international experts in the fields of engineering, law, finance and foreign affairs.
The weight of their opinion stretches beyond that of just another voice lobbying
the government, with business interests or radical environmental views, to holding
a respected and prominent position in the development of the nation.

The first prominent civil society hydro-expert is Dr Prakesh Lohani, who trained
as an economist and was a well respected politician (including by opposition
parties) for the pro-monarchist Rastriya Janashakti Party holding a number of
important positions, including as Minster of Finance, Minister of Foreign Affairs
and Minister of Agriculture. The second hydro-expert is Dr. Dipak Gyawali is a
former Minister of Water Resources (2002-2003). Dr Gyawali originally trained as
an engineer before becoming the founding director of Nepal Water Conservation
Foundation and co-editor of the journal Water Nepal. His colleague Ajaya Dixit
trained as an engineer and specialises in hydroelectricity. Dixit, a hydro expert and
co-editor with Gyawali of the journal Water Nepal, has become a central
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commentator of Nepal’s hydropolitical issues, both locally and internationally. The
fourth prominent hydro-expert is Ratna Shrestha, a water resource analyst and
consultant at the Nepal branch of G M R Energy, who specialises in
financial/economic, legal and managerial aspects of the water resources sector,
mainly hydropower. Mr Shrestha is a trained accountant and lawyer and was
previously a member of the Board of Directors of the Nepal Electricity Authority
between 2002 and 2004.

While all of these commentators have different opinions on various aspects of
Nepal’s water resources, all agree that the country’s policy framework is
fragmented, and incoherent. Former Minister of Water Resources, engineer and
prominent civil society commentator Dipak Gyawali, argues that the policies
introduced in the early 1990s were specifically moulded to suit export interests
(pers. comm., 2009). Gyawali explains;
a lot of mistakes were made in the 1992 Act because by then already the Ministry
and Congress Party had begun to come under the grip of the old guards who drafted
the act in such a way to make it beneficial for Arun III and export of power to India
(pers. comm., 2009).
The Act was driven by a bureaucratic undertaking that was in line with the former
state powers and monarchy, not the Nepali Congress Party, who had just become
the new leaders of the Government. Consequently, the Acts were not intended to
meet the real needs of Nepal, but rather the pre-existing agendas of the ruling
class. These problems continue as new politicians fail to adhere to the systematic
weaknesses of the legislation.
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4.4.4 Business
The final set of stakeholders in our analysis are the small business community, that
argues that Nepal has the potential to develop an extensive assortment of small
and micro hydrodams scattered throughout the mountainous geography of the
country to meet the electricity needs of the country. This group includes the
Independent Power Purchasing Association of Nepal (IPPAN), an organisation
established in 2001, whose members are small, independent power companies
operating in Nepal19. Their aim is to form a link between the private sector and the
Government, exchanging technology, expertise, financial and management
information amongst members. IPPAN is not a dominant group, but they are a
noticeably active organisation within the Kathmandu context voicing concerns and
lobbying Government to increased the electricity purchasing rates20.

Just like the civil society members mentioned before, the Hydro businesspeople
are another group frustrated with the inefficient system and by the priority that
seems to be afforded to large-scale development and foreign-backed investment.
As a small hydro business, this local businesswomen may be constricted by in her
ability to be heard by the Government as her impact on the national economy does
not compare to the role the ADB or WSH Ltd would have in developing the West
Seti Hydro Project.

The frustration felt by local business people due to the fact that the nation’s
legislation is not clear or consistent is evident from the key informant interviews.
19

These power companies may or may not be producing electricity, but remain members of the
Independent Power Producers Association of Nepal.
20
Electricity purchasing rates are the predetermined prices the Government pays to purchase
electricity from companies for the national electricity grid that supplies power for the country.
These rates are confirmed through Power Purchasing Agreements.
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One local hydropower businessperson stated in an interview that despite the many
meetings and interactions she and other Nepali business people have had with
their government, ‚our rules are very ad hoc and don’t make sense or are unfair‛
(Hydropower businessperson 4, pers. comm., 2009). She explained that her own
business suffers from the long delays in replies from the government about
whether her projects have been accepted. The drawn out process has resulted in
hydro licences expiring while she has waited for project construction approval.

This hydropower businessperson believes the lack of communication between
government departments and the business community has not only created a
frustration with the system, but also a growing sense of disrespect at officials’
inability to respond with decisions (Hydropower businessperson 4, pers. comm.,
2009). Her response was that Nepal needed a ‚clear mandate‛ that would help
establish a political structure that was reliable and consistent, improving current
procedures that take too long to reach decisions (pers. comm., 2009).

4.5 The ambiguous perspective of the new Government
While some of these legislative and systematic inefficiencies highlighted by the
different stakeholders above are recognised by the new Maoist-led Government,
they fail to acknowledge other corresponding issues. In an interview with
Lokendra Bistra, a member of the Communist Party of Nepal (Maoist) and Central
Committee member for the Constitute Assembly, he stated that his aim is to
remove all previous hydropower policies and rewrite new ‚very strong and strict
policies‛ (pers. comm., 2009). Bistra believes the best way for Nepal to regain
control and direction in the national hydro sector is a compete overhaul of all
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policies, with a strong independent direction that pursues Nepal’s own needs. He
claims that the weak and unclear policies that exist have allowed some business
people to buy hydro licences and produce projects that are not in the nation’s
interests or regulated properly (pers. comm., 2009).

Despite the strong and direct stance Bistra holds on the issue, his inability to
distinguish the central reasons (disruptive politics, ineffective governance and a
lack of planning) for the problems Nepal now faces, suggests he does not quite
grasp what needs to be changed to improve the overall hydropolitical context of
Nepal. Aside from ineffective policy he intends to re-write, Bistra does not
acknowledge corresponding issues that continue to prevent substantive progress
towards creating sustainable hydro development for the good of Nepal. The
ineffective policy is associated with a governing system that does not promote
regular monitoring and evaluation to highlight progress or issues of inefficiency.
The disruptive political context of Nepal has made it difficult to focus on the lack
of electricity development during the last decade, while changing governments
have also contributed to changing approaches in how best to deal with the
situation. Overall, this has limited the forward planning for the hydro sector of
Nepal. Yet Bistra’s narrow view differs from other Maoist party members.

Fellow senior Maoist member and leader of the Committee for Natural Resources,
Amritta Thapa is more hesitant on the solutions to Nepal’s disorganised and weak
hydropolitical environment. Thapa emphasises that in such early stages of the
political transition the main priority is to review, debate and question the best
solutions for Nepal to move forward (pers. comm., 2009). She comments that the
party sees the development of hydroelectricity as the obvious progression for
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Nepal’s development, but they are not prepared to commit to any policy just yet,
as they need time to provide a well reasoned and informed direction for the nation
(pers. comm., 2009). The different views of Thapa and Bistra suggest that the
Maoists have an ambiguous understanding on hydropower development and
perhaps the Party requires time to consider the direction they wish to take before
they announce further plans for the hydro sector and water resources. If not, the
Government runs the risk of continuing to make the same mistakes in enacting or
implementing disjointed and unclear legislation.

Pradip Nepal, a member of the CPN (United Marxist-Leninist) and current party
leader of the energy development department, supports Bistra’s claim that the
weak pre-existing policies have contributed to Nepal’s unsatisfactory hydropower
development. Yet he believes this is not the only reason the country has been held
back within this sector (pers. comm., 2009). Other factors include the attitude of the
ruling class and the Government, which was specifically opposed to the public
view of producing enough hydropower and associated infrastructure for national
consumption. Pradip Nepal comments that the evidence for the failure of the
current hydropower policy is apparent by the lack of a single hydropower project
built in the last decade, making electricity blackouts inevitable (pers. comm., 2009).
Pradip Nepal acknowledges that governments need to have a greater
understanding of the processes for implementing successful hydropower
development, something he believes the Maoist Party lack due to their
inexperience in government. He believes the Nepali Congress had clear ideas of
how to develop hydropower during their time in government from 1991 to 1994
and again between 1995 until 1997, but was inefficient in executing such plans.
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4.5.1 Political opposition
A respondent from the Nepali Congress Party, politician Minedra Rijal, stated that
the political climate and constant upheaval of the 1990s made it impossible for the
Nepali Congress Government to pursue development projects. Rijal is correct to an
extent. The political upheaval and mass civil action of the People’s War was more
than disruptive to the nation’s development. Aside from internal struggles, the
erratic conflict of the civil war presented Nepal in international media as
dangerous nation on the edge of becoming a guerrilla-led communist country.
Consequently, potential foreign investors became discouraged from exploring
investment opportunities within the nation. Now that the politics have settled, the
central political parties are very keen to encourage foreign investors back to Nepal
and the policies of each show a clear alignment with this view. However, the lack
of foresight in developing an agenda for the progress of the nation has left it
reconsidering and redefining Nepal’s development.

4.5.2 Underlying causes for ineffective hydro systems
The director of Independent Power Producers Association of Nepal (IPPAN), a
group of local hydropower businesses, explains that, though Nepal’s policies have
the potential and capability to develop the hydro sector of Nepal, the deficiency of
proper institutional arrangement and implementation are one of the key
underlying causes to Nepal’s lack of development in this sector. The Independent
Power Producers Association of Nepal Director blames the Government for the
inability to develop a system and adhere to it. He claims that previous and current
governments failed to understand how to use their capacity, individual capability
and manpower capability [sic]. The IPPAN Director acknowledges that the
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development of such a system is a process that cannot be achieved overnight,
‚because of the weaknesses of the previous Government and the thinking of the
current Government‛ it takes time (pers. comm., 2009). With this in mind, he
recommends improving the positive aspects of what are already available from
preceding governments, such as policies that have become ineffective, due to the
lack of effective implementation. He states that Nepal ‚should improve on what
there is already and keep on. The process of improvement continues‛ (pers. comm.,
2009). Improving a system should be achieved by building on, not throwing out,
what is already there, as it takes time to work efficiently and, given how long these
policies have been inefficient, starting again does not seem a practical option.

A local hydropower businessman reiterates this view, stating that the country’s
policy is one of the major barriers among a spectrum of issues that hinder Nepal’s
development. The inability of previous and current governments to take
ownership of the policies has led to a lack of motivation and responsibility for
implementation, management and evaluation of Nepal’s energy crisis. In short, no
one appears responsible or accountable;
the problem has been ownership. Who owns the policies? It’s not like we’ve not had
studies before, it’s not like we’ve not had commissions, taskforces etc, but it’s
always been: so who owns that document at the end of the day and who is
responsible for implementing it and making sure it happens? (Hydropower
businessperson 1, pers. comm., 2009).
This hydropower businessman suggests that accountability of the policies will
only be possible if the private sector, especially foreign investors, enter the Nepal
hydropower sector, igniting pressure on the Government to ensure regulation and
the monitoring of projects occurs. He states that ‚if the private sector and foreign
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investors come in there will be a lot of pressure on the Government to stay away
from these development projects themselves, so the Government will be left to
regulate and monitor‛ (Hydropower businessperson 1, pers. comm., 2009). The
Government’s ineffective role in directing the nation’s hydropower legislation is
another key issue that contributes to the debates surrounding the central
contestations over how Nepal’s hydropolitical environment can be improved.
Without a clear and decisive system of implementing effective legislation, the
nation is at risk of being exploited by outside parties unconcerned about whether
developments are in Nepal’s best interests.

4.6 Unrealistic new policies and hydro development goals from the Communist parties
Frustrated with the ineffective development of the nation, the Nepalese elected a
new coalition Communist Government to power in April 2008, in the hope they
would bring positive changes and a new direction of development and prosperity
for the poor and underdeveloped nation. As Nepal’s greatest natural resource,
development of hydropower from the vast network of rivers is an obvious solution
to the extreme power crisis, as well as overall economic progress. Aside from
exporting hydroelectricity it offers opportunities to establish factories to produce
and sell goods or services. It allows small owner-operator businesses to advance
and expand. The increased availability of electricity in houses assists in relieving
the cooking and cleaning chores of women creates a healthier environment due to
reduced smoke inhalation, while light in the home means children can complete
homework, leading to undertaking higher levels of education.
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The response of the Communist parties over the eight months since they gained
power was very minimal. When representatives from the two coalition
Communist parties were asked about this, both presented drafted outlines of
policies and plans they aimed to bring in, but it was clear that they are uncertain
about tackling the complicated hydropolitical issues.

In the period of political change since 2008 the political views of the dominant
parties were pushed to the forefront of development issues. In the post civil war
context, the early development direction and projects of the democratic multiparty Government are important in establishing the basic needs for the Nepalese
people and also in looking towards long term development strategies. How these
policies of the Communist Party of Nepal (Maoist) and Communist Party of Nepal
(United Marxist-Leninist) are framed sets an agenda for the development of
freshwater resources and specifically hydropower in Nepal. These documents
have each developed from pre-existing policies under former governments.

The Communist Party of Nepal (Maoist) gained the most votes in the April 2008
elections, and went on to form a coalition government with Communist Party of
Nepal (United Marxist-Leninist). In an interview with a senior research scientist
for the Nepal Development Research Institute and a member of the Maoist Party, a
copy of the drafted hydropower policy plans the party has developed were
presented. Though not published, the document provides an outline of the
direction and central ideas the Maoist Party had devised after several months in
Government. The Maoist Party plans for electricity development were based on
the formulations that predicted the ratio of increase in income to electricity usage
over time. Using these predictions target outputs of hydro production are listed for
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ten, twenty and forty year goals with the overall aim of raising the living
conditions of Nepal’s people.

The goals are very ambitious given the current standards of the nation. National
Gross Domestic Product per capita is estimated to be about US $1,040, based on a
recent United Nation Development Report (UNDP, 2009), total electricity
production is 440 MW (about 300 MW short of the demand, which continues to
grow) and the national standard of living is very low. However, despite being very
ambitious, the Maoist Party policy plans make a solid attempt to list immediate
changes and program goals that could be followed, including minimising load
shedding, leakage control, identification of alternative energy sources, grid
connection of as much micro-hydro as possible, power purchase from India and
completion of ongoing projects as soon as possible (CPN Maoist, pers. comm., 2009).
Each of these ideas can be scrutinised for the lofty, vague and farfetched concepts
they are as immediate solutions and programs to Nepal’s problems. Minimising
load shedding is a vast task in itself and would more likely be an outcome after
undertaking other programs/improvements. The completion of ongoing hydro
projects as soon as possible should be achievable for micro and small projects, but
funding for larger projects may need to come from foreign investors or loans.

In 2008 the Maoist Party announced their hydropower goal to develop 10,000 MW
of electricity within the following decade. This statement was quickly condemned
by local experts, engineers and businesspeople who felt it wasted time and
resources on unfeasible and unachievable goals that were risky, rather than
focussing a smaller projects that were more easily accomplished. However, what
the Maoist Party plans aim to achieve over the United Marxist-Leninist Party is to
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successfully identify the nation’s problems within this sector. The suggested
immediate, long-term and special programs highlight Nepal’s weaknesses.
Unfortunately the plans remain vague and loose, just like previous acts. Throwing
about vague figures and obvious concepts does not mean this plan is any great
improvement on what can already be found in Nepal’s legislation.

Table 4.3 CPN (Maoist) goals and predictions for hydropower development of
Nepal
Goals and predictions
10 Years
20 Years
40 Years
Income per capita

US $3,000

$18,000

$40,000

Electricity production (national total)

10,000 MW

25,000 MW

45,000 MW

Living conditions of Nepalese

Medium

High

Very high

Source: CPN (Maoist), pers. comm., January 2009.

This drafted ‚Power Sector and Hydropower Development‛ policy plan from the
Maoist political party has the single national goal to raise the living condition of
the Nepalese people to increasing standards over the following ten to forty years
(pers. comm., 2009). This growth is based on the development and growth of per
capita income and electricity production of the nation during the same relative
timeframe. The hydro goals aim to improve the nation’s living standards to a
medium standard in ten years, a high standard in 20 years and a very high
standard in 40 years (CPN (Maoist), pers. comm., 2009). This improvement is
expected to be reflected in the intended increasing incomes of the nation’s people
that will reach US$3,000 in ten years, US$18,000 in 20 years and US$40,000 in 40
years (CPN (Maoist), pers. comm., 2009). If this development did manage to occur,
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Nepal would experience significant changes and improvements throughout the
nation.

The following examines some of drafted energy policy from the United MarxistLeninist Party provided following an interview with Pradip Nepal, an elected
representative in the Government and in charge of energy development for the
party. United Marxist-Leninist Party policy presents three central objectives of
hydropower development: to increase the national income through industrial,
commercial and agricultural development; increase export earnings through
hydropower export; and increase the socio-economic status of Nepalese people
through employment within the sector (CPN (UML), pers. comm., 2009). These are
clear and viable courses of action, but there is no explanation or rationale for the
means through which the objectives could be achieved. The document also
highlights seven major policy areas with brief bullet pointed explanation that does
little to justify the statements. It must be recognised that this information is
sourced from a drafted document and more complete documentation may be
available elsewhere, though language constraints prevented access in parts.

This drafted document begins by stating the United Marxist-Leninist Party
approach to hydropower, including the different investors it hopes to attract,
national priorities and how to integrate policies with Indian agendas. The brief
explanation of this approach provides no indication of how this improves upon
existing policy, a limitation that continues in the following sections. The priority of
investors links the size of hydropower plants to suggested investors, which range
from local communities and cooperatives for micro power of up to 5 MW, to the
foreign private sector for mega dams over 500 MW. This reinforces current policy,
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but suggests an increased emphasis will be placed on promoting the inclusion of
local communities and cooperatives to work in micro projects and encouraging the
Nepali private sector into small and medium projects. It is this area of
development that will produce electricity for the nation’s rural communities, but
currently appears constrained by inefficient systems, on-going delays and legal
ambiguity. Encouraging the involvement and rights of local people is another
issue touched on, followed by an attempt to re-organise the licensing policy. The
licensing system is a major hurdle in the sector that needs to be re-addressed if the
local private sector is to have a chance at developing their planned projects.

Other issues include the promotion of national investment, foreign investment and
rural electrification schemes. All of these points are valid and concerning problems
for the future of Nepal’s basic progress. However, the policy suggests no change
on the pre-existing documents, making it difficult to justify such amendments. The
plan provides a brief outline of the party’s agenda, but is strictly limited in that it
does not mention any means of ensuring it is adhered to. This problem of
implementing and enforcing existing policies has been recognised as a central
cause for the ineffective, corrupt and disjointed governance of the hydro sector.

The problem with the early drafted documents put forward by the Maoist and
United Marxist-Leninist Parties is that both continue to avoid the central issues
that have plagued pre-existing policies and failed to assist and guide the
hydropower sector of the nation. The inability to successfully implement, enforce
and adhere to the single purpose of the policy has rendered these plans useless.
Unless the politicians can recognise and transparently work towards improving
the systematic functions and procedures essential to the successful undertaking of
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any policy, the hydro sector will continue to operate in an ineffective and ad hoc
manner. New or amended policy will not change this. Overall, these problems
suggest Nepal’s ineffective governance have resulted in an ad hoc hydro sector
that is unclear in it short and long term approach for development.

4.7 Conclusion
Nepal continues to suffer from a serious power deficit that is hindering national
development and economic progression. This remains a central development issue
as the nation’s water and hydro Acts are unclear and lack obvious regulation and a
commanding control of the sector. The nation’s hydropolitical environment has
been shaped by the outcome of key events, specific treaties, agreements and
policies that have gradually weakened the Governmental system and allowed
international state and non-state powers to gain influence in the sector. This
chapter explored four significant issues that have each contributed to shaping this
hydropolitical context of Nepal. The first is the on-going asymmetric relationship
between Nepal and downstream riparian neighbour India. Over the previous
century the two nations have signed four main water treaties that have gradually
conceded greater power and influence of India in Nepal’s hydropolitical
environment. The hydropolitical conflict and cooperation between the nations is
typical of that expressed by Baillat (2004) and Dinar (2000) and Elhance (2000)
where small landlocked, mountainous states are pressured in to signing
documents through economic and political circumstance. Consequently, India has
successfully managed to ensure it remains a central consideration in the
development of most transboundary waters or water policies of Nepal.
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Secondly the ad hoc policies and inefficient political systems have created a messy
and confused context for the direction of hydro development in Nepal. These
unclear documents have been further weakened by the inability of the state to take
control in implementing and monitoring their purpose. It appears from the
interviews with current politicians that there is still an inability to recognise the
need to adhere to the basics of creating and maintaining efficient, clear policies.
Unfortunately, it does not appear that this issue will improve in the near future.
Politicians seem more concerned with changing the documents rather than
working on improving the disjointed system already in place.

Thirdly, the chapter introduced the four key stakeholder groups that hold various
roles and involvement in Nepal’s hydro sector. Multilateral organisations such as
the ADB are a central player in the development and funding of large hydro
developments, but have been constrained by the uncertainty of success in the
sector, inefficient and poor management systems and political instability.
Uncertainties around a single project, such as the West Seti Hydroelectric Project
(examined in the following chapter) are hindering further investments by the Bank
and other multilateral organisations. Local and internal civil society groups are
concerned with the widespread and significant impacts such projects will have for
the surrounding social and natural environments. Hydro experts and specific
individuals of civil society express concern about the fragmented and incoherent
water resource Acts and policies that remain in place. Finally the local hydro
business groups are frustrated by the ineffective and delayed system that has
prevented the development of their projects.
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Finally, the chapter examined the new hydropower agenda and goals of the
Communist Party of Nepal (Maoist) and Communist Party of Nepal (United
Marxist-Leninist). Despite the hype that the new Government will deliver major
changes and improvements to the underdeveloped hydro sector, the short term
hydro agenda will not see any improvement of the situation. The Communist
Party of Nepal (Maoist) has taken to announcing ambitious and unclear hydro
development goals that divert attention away from the above central issues.

In order to situate these issues within a specific case study, this research now
explores the proposed West Seti Hydroelectric Project, a large scale hydro dam in
far western Nepal, met with strong opposition and support by a range of actors
from Nepal’s civil society and international non-state actors.
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CHAPTER FIVE

Case Study: West Seti Hydro Project
What’s immoral here is that this is going to be an export project. Why should Nepal
put in $45 million of loaned money at a very heavy interest rate? Given the
loadshedding [in Nepal] why are we getting in to debt to sell electricity to India?
(IPPAN, pers. comm., 2009).

5.1 Introduction
In order to contextualise the hydropolitical situation within Nepal, this chapter
explores the case study of the 750 MW West Seti Hydro Project (WSHP), a
proposed export-orientated mega dam to be constructed on the West Seti River in
rural Nepal. This large scale hydro project aims to produce vast quantities of
hydropower to be on-sold to the northern Indian states. The debates for and
against the WSHP reflect wider issues that divide Nepal’s hydropolitical
stakeholders as they consider what each believe to be the best program for the
nation to pursue in hydropower development.

Nepal desperately needs a reliable supply of electricity in order to end the seasonal
power blackouts and assist in extending electricity supplies to a greater portion of
the population (especially outside of the Kathmandu Valley). This is vital to
improving

the

standard

of

living

(improving

health,

education

and
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communication) and supporting economic growth of grassroots businesses while
supporting established businesses. Additionally Nepal is looking to attract large
foreign investors to the underdeveloped nation to stimulate growth in the nation’s
weak economy. Large, international investors are looking for attractive guaranteed
investment opportunities, directed by reliable development partners and
promising high returns. Projects such as the WSHP may provide this, but the
actual benefits to the people of Nepal continue to be debated amongst the water
resource experts, environmental organisations and the developers.

Cutler (2002) and Arts (2005) suggest that in some political contexts, the power of
specific non-state actors has superseded the power of states. The extent of this
influence within hydropolitical contexts is currently unclear, especially within the
Nepalese context. Given the recent changes to the political structure, the political
stability of the nation and the Government’s open statements to support and
encourage extensive hydro development (as explored in the previous chapter),
Nepal’s hydropolitical environment appears to be increasingly conducive to
potential foreign investors.

Opposition and support for this extensive project has been debated in Nepalese
media over the past fifteen years since it was initiated by the Snowy Mountain
Engineering Company (SMEC) in 1996. Foreign multilaterals, large Indian
investment companies and some of the local Nepalese hydropower businesspeople
support the project as a fiscally smart way for Nepal to pursue economic
development. Opposition for WSHP has arisen from the local populations living in
the proposed dam site, Nepalese hydro engineers, water experts, former
bureaucrats and local and international NGOs. During the 2008 election campaign,
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Maoist Member of Parliament, Lokendra Bistra openly proclaimed the Party
would prevent West Seti and other large scale export orientated dam projects from
being developed, given the need for Nepal’s internal electricity shortages (Dixit, 6 th
July, 2007). Following the 2008 election, the Maoist-led Government announced
they would reconsider their support for the hydro dam. Local and international
criticisms have queried the proclaimed benefits for the nation. If the WSHP is
developed and is successful it is likely to set a precedent for hydro development
within Nepal, encouraging other large scale export-orientated hydro initiatives.
However if the project is abandoned (due to on-going licensing costs and strong
opposition) foreign investors are less likely to be encouraged to pursue
investments or developments within Nepal. In many ways, the WSHP is a test for
the future of hydro development in Nepal.

Previously a similar proposal was initiated and funded by the World Bank to
construct a large scale hydro project known as Arun III. Yet on-going national and
international protest gradually led to the project being abandoned by the Bank.
Whether or not WSHP is developed will impact hydro development within Nepal
at least in the short term and probably much longer as the nation’s Government
comes to terms with organising and managing this sector.

This chapter explores ideas from the second and third research questions proposed
in chapter two and covers four central aspects to understanding the WSHP case
study. Firstly, it presents the background to the project, its purpose, where it is
located and who is funding it. Secondly, it introduces the actors and agents
involved in the development and funding of the project. Thirdly, it outlines some
of the social, cultural and environmental issues with the West Seti Hydro Project,
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including the extent of human displacement and resettlement that will occur if it
goes ahead. Finally, this chapter explores why the WSHP illustrates the political
crossroads the Government of Nepal faces in re-defining their hydro development.

5.2 Background of the West Seti Hydro Project
The WSHP has always been intended to be large scale hydro dam producing
hydroelectricity to be on-sold to India for profit. The history of the WSHP proposal
dates back to the 1980s when a medium-sized (37 Megawatts (MW)) run-of-river21
hydropower project was initially proposed along the West Seti River in 1981 by
French consultancy company Sogreah (WSH, 2008). The size of the project was
later increased to 360 MW in 1987 so as to operate as a storage project during the
west season when excess electricity could be produced (WSH Ltd, 2007). The size
of the project was increased again in 1997 when the smaller 360 MW scheme was
determined to be too small to attract international support as an export project
supplying baseload power to India (WSH Ltd, 2008). The project proposal was
adopted by the Snowy Mountains Engineering Company (SMEC), an engineering
and development group from Australia and, following negotiations with the
Government

of

Nepal

and

prospective

financers,

a

Memorandum

of

Understanding was signed between SMEC and the Government of Nepal in 1994
and a Project Agreement in 199722 (WSH Ltd, 2008).

21

Hydro projects that uses the natural flow and elevation of a river to create power. Though they
differ in design, these projects essentially rely on fast-flowing and steady rivers to divert portions
through pies or channels that propel turbines before the water returns back to the river.
22
The Memorandum of Understanding relates to the development of the project (location and
energy production), while the Project Agreement established the necessary details to proceed with
the implementation of the project.
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The Project Agreement between His Majesty’s Government of Nepal and SMEC
West Seti Hydroelectric Corporation Limited lays out the project, Power
Purchasing Agreement (PPA), licences for the development, construction and
operation, the Environmental Impacts Assessment and project handover (WSH
Project Agreement, 1997). Most importantly the Project Agreement confirms the
Export Agreement that the Government of Nepal will receive 10% of the energy
produced from the 750 MW hydrodam as payment for the project (WSH Project
Agreement, 1997). In addition to this, the dam will be handed over to the
Government, to become national infrastructure, at the end of the thirty year licence
that was issued to SMEC West Seti Hydroelectric Corporation Ltd (WSH Project
Agreement, 1997).

122

123

Figure 5.1 Map showing location of West Seti Hydro Project in Far Western Nepal (WS SEIA, 2007)

SMEC are not the developers of the project, but the instigating project sponsors
who have coordinated the planning, Environmental and Social Impact
Assessments and maintained licensing to develop this dam. To finance the project
SMEC established West Seti Hydroelectric Corporation Limited (commonly
known and herein referred to as WSH Ltd) as an operating company and
approached a range of international companies to become shareholders. The
proposed shareholders are the Government of Nepal, the Asian Development
Bank, Infrastructure Leasing & Financial Services Ltd (Indian company), the China
National Machinery & Equipment Import & Export Corporation and SMEC (WSH
Ltd, 2008, see Table 5.1). However, confirmation of shareholders funding was still
uncertain during the field research. Before considering the financial investment of
the project, the location of the dam is outlined.

5.2.1 Location of the West Seti Hydro Project
The proposed hydro project is located on the Seti River in Nepal’s Far-Western
Development Region, as shown in Figure 5.1. The reservoir area for the project
spans the Baitadi and Bajhang districts, the project sites are located in the Doti and
Dadeldhura districts and the transmission line corridor runs through Doti,
Dadeldhura, Kailali and Kanchanpur districts (WS SEIA, 2007). The project site is
currently accessible by road that runs north from the East-West Highway. The
project area stretches from the Shivalik ranges down to the Terai plains in the
south. Estimations of the population living within the river catchment have been
debated due to the remoteness of the hill/mountain villages in the area, though the
WSHP Environmental Impacts Assessment has suggested the population is about
345,508, based on 2001 figures from the Nepal Central Bureau of Statistics (WS

124

SEIA, 2007). It has been estimated that the WSHP will cost a total of US$1.6 billion
(Nepal News, August 18, 2009, p.2). This figure includes the cost of construction,
environmental and social mitigation measures and the interest during
construction. How this is broken down and who will be funding it is the next
aspect this chapter focuses on.

5.3 Project financiers for the WSHP
The total figure for the development of the WSHP was initially placed at US$1.2
billion in the Environmental Impacts Assessment, but this total was increased to
US$1.6 billion in 2008 due to on-going delays (WS SEIA, 2007; Bhusal, 2008).
Where the additional $400 million will be spent is not clear from currently
available documents, but Table 5.1 shows a general breakdown of the expected
costs based on previous figures from 2007. The total environmental and social
mitigation and improvement measures have been estimated at US$147 million (WS
SEIA, 2007). Environmental mitigation includes water supply and sanitation
improvement, forest compensation and the establishment of a community forest
for the affected riparian communities (for both communities currently located
downstream and those that will be relocated) (WS SEIA, 2007). Social mitigation
includes resettlement costs and compensation for the affected communities (WS
SEIA, 2007).
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Table 5.1 Financiers of the West Seti Hydroelectric Project
WSHP Financiers
China Export Import Bank
Bank of China
The Industrial and Commercial Bank of China
Asian Development Bank (Private Sector Loan)
Other Equity Holders
China National Machinery & Equipment Import-Export
Corporation
Infrastructure Leasing & Finance Corporation India
Government of Nepal
Asian Development Bank
Guarantees
ADB (Political Risk Guarantee)
Power Trading Corporation India Limited (Power Purchasing
Agreement to purchase all power exported to India)
Source: WSH Ltd, 2007; International Rivers, 2008.

$M (US $)
400
300
200
50
(plan- designbuild)
300
45
40.8
68.5

Table 5.2 Equity structure for ownership of the project
Stakeholders
Snowy Mountains Engineering Corporation
Chinese National Machinery & Equipment Import-Export
Corporation
Asian Development Bank
Government of Nepal
Infrastructure Leasing & Finance Services India Limited
Remaining 14%

%
26
15
15
15
15
To be
finalised

Source: International Rivers, 2008.

There are a range of international financiers involved in the WSHP. These agents
and their financial contribution are shown above in Tables 5.1 and 5.2. Though not
the key financier of the project, the Asian Development Bank (ADB) has earned its
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status as the project’s crucial partner in bringing the many complex elements
together and promoting the benefits the project could have on Nepal’s economic
relations with potential investors. The Bank entered the project in 2006 and will
provide an investment of US$50 million from the private sector of the bank, a soft
loan of US$45 million to the Government of Nepal, which will allow the state to be
shareholders in the project, and a political risk guarantee, should the project come
under financial jeopardy. Additionally, the Bank’s stringent policies and protocols
for development projects ensures the environmental, social and economic factors
must be carefully considered to avoid ill-conceived or unprepared projects the
Bank would be left liable for.

Development of the WSHP continues to be postponed as the Bank is yet to
approve either their private investment or the public loan to the Government of
Nepal for the dam (WSH Ltd, 2007). Hesitation from the ADB to confirm their
funding has been due to three prolonged issues. The first is the political instability
within Nepal, creating an uncertain environment to pursue development.
Undertaking the development of a large and expensive project was too risky
during the late 1990s and early 2000s when Nepal’s political context was extremely
volatile. Secondly, local and international opposition to the project from affected
villages, local concern groups, water-related NGOs, including Water Federation of
Nepal (Wafed), International Rivers, the Japan Centre for a Sustainable
Environment and Society (JACSES) and representatives on the Asian Development
Bank Non-Government Organisation Forum (ADB NGO Forum) have delayed the
progress of licences. In 2008 representatives from Wafed, JACSES and the ADB
NGO Forum visited some of the villages that would be displaced from the project
and presented a number of issues in the conception of project plans and social
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impacts (Tanabe, Bhandari and Fried, 2009). Thirdly, the financial uncertainties
over the profitability of the project has created doubt within the ADB and led to
further inquests and reports to calculate costs and benefits (Hitchcock, pers. comm.,
2008).

Other shareholders include the Government of Nepal and private business
interests from India, Australia, China and Nepal. The financial support of the
Nepalese Government has come under scrutiny because of the source of these
funds and the risk that the project will not be profitable. The Nepalese
Government is scheduled to invest US $45 million in the West Seti Project, but as a
poor nation the Government is in no position to afford this (Dixit, pers. comm.,
2009; Gyawali, pers. comm., 2009; Shrestha, pers. comm., 2008). Instead this money
will come in the form of a soft loan23 from the ADB, to be paid back over an
extended period of time with low interest rates. In exchange for the project licence
granted to West Seti Hydroelectric Limited, Nepal will receive the equivalent of
10% of the power produced for their own consumption (WSH Ltd, 1997). There are
problems with utilising this power in Nepal, as the only transmission lines
included in the construction design are for transmitting vast amounts of electricity
to India and will run at a voltage too high for the Nepal national system to handle.
Taking out a multimillion dollar loan to produce electricity to sell to India is a
risky business venture for this economically weak and underdeveloped nation that
desperately needs such hydropower resources for its own production. In addition
to this, profits from the project are not confirmed. If the project fails, or profits are

23 A soft loan is most commonly made by multilateral development banks to developing nations.
The loan typically has an extended period (up to fifty years) in which only interest or service
charges are due and are at significantly lower interest rates than conventional bank loans.
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not as high as expected, the Government could be left repaying a loan for a project
that provides few benefits to the state.

The other financial partners will provide the majority of the project investment,
but have had little involvement in the development as yet. The China Export Bank,
Bank of China, Industrial and Commercial Bank of China, Infrastructure Leasing &
Finance Corporation India and China National Machinery & Equipment ImportExport Corporation are the investment companies that will finance the majority of
the costs. The Export-Import Bank of China, Industrial and Commercial Bank of
China and the Bank of China are all Chinese Government agencies that are key
financiers of the project. Though major stakeholders in the project, they have
managed to avoid the criticism the ADB has attracted (given their status as a
development agency). The Infrastructure Leasing and Finance Corporation India is
one of India’s leading infrastructure development and finance companies and has
proposed to provide debt financing for the project. The China National Machinery
and Equipment Import-Export Company is an agency of the Chinese Government
which has been granted the technical planning, design and construction for the
project. The Power Trading Corporation of India Limited holds the primary Power
Purchasing Agreement negotiated with West Seti Hydro Ltd in 2003 (WSH Ltd,
2007). This agreement allows the Power Trading Corporation to receive the power
supply via a 230 Kilometre transmission line from the project to the Bareilly
distribution centre in Uttar Pradesh for a twenty-five year period from the date of
commercial operations. The company is an Indian Government private-public
partnership, with a primary focus to develop a commercially viable power trading
market in India.
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5.4 Environmental, Social and Cultural issues
All hydro projects impact and alter the natural environment and ecosystems of the
river channel, river embankments, both upstream and downstream of the project
site. Social, cultural and economic impacts arise when there are people living
alongside or interacting and using a river that has a hydro project built on it.
Impacts vary greatly between each hydro development based on the size of the
project and the pre-existing natural and social environments. As a large-scale
project the WSHP will have significant environmental, social, cultural and
economic impacts if it is carried out. These impacts have been the subject of debate
amongst local and international agents over the approval of the project. The
different stakeholders and the debates amongst them are discussed in Chapter Six.
Following are the main impacts, as outlined in the Environmental Impact
Assessment (WS SEIA, 2007).
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Figure 5.2 West Seti River flows through Deura in Doti district in far west Nepal
(Author’s own collection).

5.4.1 Possible environmental impacts
Environmental Impact Assessments have been conducted by the WSH Ltd to meet
the licence agreements of the Memorandum of Understanding. The outcome of
these reports have stirred immense outcry over the extent of the effects. As with all
dam projects, issues of river inundation and construction of the reservoir disturb
and often destroy natural habitats, submerge river banks and alter natural
hydrology. The WSH Environmental Impact Assessment (2007) lists hydrology,
land resources, ecosystems and natural and project induced hazards as the four
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primary biophysical issues and impacts that will result from the construction of
the dam.

The Seti River hydrology will be altered by the seasonal changes in oxygen and
nutrient levels in the water. As the reservoir for the dam is filled, the oxygen levels
in the water will be ‚unsuitable to support an aquatic ecosystem, while coliform
bacteria will be present in reservoir water, making the water unsuitable for
drinking‛ (WS SEIA, 2007, p.13). This will cause vast problems in the everyday
lives of local people who rely on the river as their only source of freshwater for
cooking, cleaning and washing.

The downstream flow of the river will be decreased and regulated from the
construction of the dam. This will be beneficial in preventing flooding (decreasing
the frequency and volume of downstream floods), but will also decrease water for
irrigation supplies. A slower water flow can also reduce the rivers natural selfpurification, encouraging the growth of algae (World Commission on Dams, 2000).

The WSH Ltd Environmental Impact Assessment proclaims to have minimised the
total land area required for the project in its design, by limiting the number and
length of project roads, locating the power station underground. Land degradation
aims to be minimised through controlled use of temporary sites during
construction and tight monitoring of potentially polluting activities (WS SEIA,
2007). The project’s reservoir will result in submerging 25.1 km of the Seti River
and a total of 28.0 km of five main tributaries (Chama Gad, Dhung Gad, Saili Gad,
Nawaghar Gad, and Kalanga Gad) (Shrestha, 2008).
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The construction of the dam will further threaten the local ecosystems, home to
rare and endangered species. The proposed removal of 1,042 hectares of vegetation
and an additional 2,463 hectares of existing fauna habitat will most likely result in
the complete removal of at least two plant species from the region, with at least
twelve endangered and rare plants becoming increasingly threatened. One section
of the proposed electricity transmission line will cross the Shuklaphata Wildlife
Reserve, an occasional migratory path for significant species, including Asian
elephants (WS SEIA, 2007). The habitat of the Yellow Cheeked tit bird will be
inundated by the dam’s reservoir, removing its presence from the region.
Spawning grounds will become dry as migratory fish species (including long
distance migratory species of eel) south of the dam will no longer exist in the
Upper Seti River, while the increase in temperature of the water will cause cold
water species to decline or disappear (WS SEIA, 2007). As species are removed
from the environment, other species reliant on their existence can become
threatened as well. The removal of vegetation will threaten remaining forests as
local villages will have a reduced area from which to gather firewood. A
propagation and planting program has been proposed to mitigate the loss of
species to the region and a fish hatchery is to be constructed to breed native
species and maintain genetic variation (WS SEIA, 2007). Yet it is unclear as to how
long such initiatives will be carried out and where forest planting will occur if the
original land has been inundated.

Finally, in conjunction to the range of negative environmental impacts
construction of the WSHP will reduce the existing natural hazards that threaten
lives and livelihoods each year. Existing natural hazards include catastrophic
floods from run-off of the 6,000 rivers and streams that flow south from the
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Himalaya, glacial lake outburst floods, landslides and landslide floods and seismic
activity (WS SEIA, 2007). The dam will control the downstream water flow,
reducing the threat of flash floods and the associated impacts floods have in the
lives of the local populations. Some commentators have argued that regulated
water flow, reducing flow in the rainy season and increasing flow in the summer
months, which provides a ‚free benefit‛ to downstream populations in India,
should be charged to the Indian Government (Shrestha, 2008). This regulated
water flow will also affect the traditional floodplain farming activities in the
southern regions. Although hazardous, these floods bring important sediments
and nutrients vital to farming the plains in these areas. Regulating the river and
reducing flood possibilities will alter the ecosystem, especially for those who farm
the outskirts of the floodplain region and affect the associated farming
productivity of the region (World Commission on Dams, 2000; WS SEIA, 2007).

5.4.2 Social and cultural impacts
Aside from the significant alterations and changes to the physical environment, the
hydroelectric project will create considerable social and cultural impacts for the
local populations that exist in and around the project site. It will also affect people
living south of the dam and in the relocation area along the Terai Plains.
Population displacement, the permanent and temporary loss of private assets and
land, changes to the socio-economic conditions and practices, the effects during
construction and changes to the cultural practices associated with the river are all
important impacts that will affect the Nepalese populations of the Baitadi,
Bajhang, Doti, Dadeldhura, Kailali regions. These are each explored in turn.
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Table 5.3 Outline of impacts of the WSHP
Environmental impacts
Hydrology
Land resources
Ecosystems

Natural and project induced
hazards
Social and cultural impacts
Loss of land and private
assets
Displacement of people
Changes to socio-economic
conditions and practices
Associated health risks
Loss of traditional gathering
grounds
Environmental impacts
Hydrology
Land resources
Ecosystems

Natural and project induced
hazards
Social and cultural impacts
Loss of land and private
assets
Displacement of people
Changes to socio-economic

Changes oxygen and nutrient levels of the river.
Decreased and regulated river flow.
Land inundation to create reservoir.
Threaten and alter natural ecosystems including
aquatic populations and species dependent on
migratory paths.
Will prevent landslides and landslide floods, prevent
flooding.
Permanent and temporary loss of land and private
assets for affected locals during and after construction.
Displacement and resettlement of affected people to
Terei Plains.
Decreased fish species will affect local fishing
practices, local incomes and nutritional value of
peoples’ diet.
Exposure to disease from migrant workers.
Inundated land and forests will remove access to
traditional gathering areas. Displaced people will no
longer be able to access traditional lands.
Changes oxygen and nutrient levels of the river.
Decreased and regulated river flow.
Land inundation to create reservoir.
Threaten and alter natural ecosystems including
aquatic populations and species dependent on
migratory paths.
Will prevent landslides and landslide floods, prevent
flooding.
Permanent and temporary loss of land and private
assets for affected locals during and after construction.
Displacement and resettlement of affected people to
Terei Plains.
Decreased fish species will affect local fishing
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conditions and practices
Associated health risks
Loss of traditional gathering
grounds

practices, local incomes and nutritional value of
peoples’ diet.
Exposure to disease from migrant workers.
Inundated land and forests will remove access to
traditional gathering areas. Displaced people will no
longer be able to access traditional lands.

The main social and cultural impact that will arise from the construction of the
WSHP is the permanent and temporary loss of private assets and land. The West
Seti Environmental Impact Assessment (2007) estimates that 2,326 hectares will be
permanently required for the construction of the project, with a further 26 hectares
temporarily leased for construction facilities. The permanent and temporary loss of
this land is, in most instances, unavoidable given the size of the project. However,
the dislocation these people will experience, if they are forced to leave land and
assets that have been in their families for generations, will have major social and
cultural implications.

The displacement of local peoples from their traditional homelands to new and
unfamiliar locations can be extremely unsettling24. The figures of the affected
Nepali populations are conflicting, but at least 18,269 people are acknowledged by
WSH Ltd to be directly affected by the project, with an additional 11,160 people
that may be affected to varying degrees (WS SEIA, 2007). Of the almost 30,000
affected people, the project design team estimate 12,914 will need to be resettled
from project sites to land in the Terei plains, yet to be purchased (WS EIA, 2007).
Resettlement plans have been prepared by the project designers, but locals fear
they will not be compensated in full for the permanent and temporary loss of their
24

There is a large body of research that explores the impact of displacing populations for the
construction of hydro dams, see Cernea (1990).
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land and assets. Compensation is to be in monetary value or a replacement
provision, including houses and structures (mainly tea shops), but building
replacement houses and business-related structures is not a simple physical
substitute. People have connections to the homes and neighbourhoods they live in
and building a replacement tea shop in the Terei plains may not be accepted or
welcomed by either the receiving party or existing population of the new village in
the plains.

Other major social and cultural impacts the WSHP development will have on local
Nepalese people are changes to their socio-economic conditions and practices. As
previously noted, the change in water flow and volume, especially south of the
dam, will reduce the fish species and quantity. The decrease in fish will reduce
fishing practices, local incomes and locals’ protein intake. Associated with the
reduced water volume and speed of flow are the health and sanitation impacts.
The river is used for many cultural practices, including religious ceremonies and
scattering the ashes of cremated bodies. This could have a variety of health issues
if these people are to continue these traditional practices.

In addition to this, the local populations could suffer from the associated health
risks that would arise from the large workforce employed for the construction of
the project. There is likely to be an increased occurrence of disease as a result of the
influx of carriers in the workforce. One disease that local people from Doti
expressed serious concern about is the likelihood of HIV/Aids infiltrating the
population with the arrival of an unfamiliar workforce. The concern of the spread
of HIV/Aids was noted in the Environmental Impact Assessment, which it
proclaims will be mitigated through health awareness campaigns (WS SEIA, 2007).
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Aside from these issues that may result from the dam construction, the WSHP has
a wider significance for Nepal’s hydropolitical context. The variety of agents
involved, the sources of funding, size and purpose of the project have each
contributed to forming a controversial development being reconsidered by the
new coalition Government.

5.4.3 Traditional gathering grounds
A major impact that has been excluded from the WSHP Environmental Impact
Assessment and Social Impact Assessment is the access to traditional gathering
grounds of nearby forests that local women rely on to gather essential resources to
provide for their families. Women gather firewood to fuel home fires for cooking
and warmth and collect fruits, nuts and leaves to make meals for their family.
These are primary resources that locals have relied on for generations and are
crucial to their livelihoods. Reports estimate that women spend four to six hours
each day to collect and carry about fourteen kilograms of firewood back to their
houses (as shown in Figure 5.3) (Hydropower businessperson 1, pers. comm., 2009;
Hydropower businessperson 3, pers. comm., 2009) As these sources are becoming
diminished the women must travel further to collect what they need. At present
about 88% of Nepal’s energy needs are currently met through traditional fuels
(wood, animal waste and agricultural by-product), about 10-12% from petroleum
products and coal, and about 2% from hydropower (see Table 5.3) (Hydropower
businessperson 3, pers. comm., 2009; Water and Energy Commission Secretariat,
2006). The potential for hydropower is vast, but the majority of Nepali people
continue to rely on wood fuel for their homes.
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Only about 14% of the total population has access to electricity, and this drops to
just 3% of the rural population (Banskota and Sharma, 1999). Excessive use of
biomass energy is not only a threat to the environment due to the high use of forest
resources, but also results in a trade off in agricultural productivity as the use of
agricultural residues and animal waste is used as fire fuel rather than fertiliser on
their farm. This situation is worsened by the low-level efficiency of these fuels,
which are also a health hazard due to the increased air pollution when they burn
(Amatya and Shrestha, 1998). Women are most affected by this as they do most of
the cooking.

If the WSHP is constructed, local women will be alienated from their traditional
gathering grounds as the forests will be inundated to create the reservoir, the
relocation of rural populations from the hill areas to the plains will dislocate these
women from their traditional resources and place them in competition with
existing plains populations for the same resources (WS SEIA, 2007; Dixit, pers.
comm., 2009; hydropower businessperson 1, pers. comm., 2009). The project
designers and developers have ignored this important aspect of traditional local
livelihoods and failed to provide for it through the resettlement and compensation
programs.
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Table 5.4 Fuel consumption in rural Nepal
Types of Fuel wood Used

Qty. of Fuel Used

Fuel wood
Agricultural by Product
Animal Waste
Total Biomass used
Electricity
Petroleum
Coal
Total
Source: Water and Energy Commission Secretariat, 2006.

78.14%
3.8 %
5.77 %
87.71 %
1.82 %
8.19 %
1.76 %
100 %

Figure 5.3 Rural women carry firewood home for household fuel (Author’s own collection).
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5.4.4 Complications in communication
The documents and reports for the preparation of the WSHP have been written in
English, as per the requirement of the ADB. As yet none of these documents have
been translated into the Nepali language, a task the WSH Ltd proclaim is ‚an
unnecessary hassle‛, and very difficult, given the different dialects of the Seti River
regions compared to Nepali spoken in the Kathmandu Valley (WSH Ltd, pers.
comm., 2009). The people of the Doti region have expressed frustration at the lack
of communication they have had about the project since the Memorandum of
Understanding was signed in 1994 (Doti villagers, pers. comm., 2008). They have
never seen any of the project documents or designs and have no interest in doing
so if they are not translated. This lack of communication and consultation has
created mistrust between the rural peoples and project proponents and has led the
frustrated locals to impulsive actions such as torching the information centres in
2008, built by WSH Ltd. It was these destructive actions that re-ignited the central
debates over Nepal’s hydropolitical objectives within national media and
instigated a visit by WSH Ltd to consult the proposed project region.

5.5 WSHP has become an example of Nepal’s hydropolitical debate
The issues of the WSHP and its development reflect the wider development
debates, strategic relationships and power relations of Nepal’s hydropolitical
context. The political crossroads of Nepal have presented the Government with the
opportunity to reflect and reorganise the nation’s hydropolitical sector and
consider what avenue of hydro development the nation should pursue. Secondly,
the range of stakeholders, their agendas and relationships with one another
reflects the wider interactive web of agents involved in Nepal’s hydropolitical
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context. Thirdly, the strong encouragement by the Indian Government for Nepal to
pursue large export orientated projects like the WSHP supports the lower
riparian’s agenda to exploit the transboundary resources, while reaping the
benefits of being the only viable hydro export partner.

The Nepalese Government appointed in the 2008 election sought to prove their
ability to bring prosperous development for the nation. The existing development
proposals of large hydro projects, such as the WSHP, became examples of the ways
in which the Government planned to improve Nepal’s struggling economy,
utilising the abundance of natural water resources to generate fiscal growth
(through royalties) and establish infrastructure they could not otherwise afford
(through the construction of roads and transmission lines). However, by taking out
vast loans to invest in risky projects with minimal benefits for Nepal, the
Government risks placing the nation in further economic crisis. The decision
Nepal’s politicians face in pursuing large, export orientated projects like WSHP,
over a widespread network of small, locally managed hydro dams to increase
national electricity availability, will have long term impacts on the nation’s
development.

The stakeholders involved in the WSHP and their relationships in developing the
project reflect the wider range of local and international actors involved and
strategically linked through hydro resource development within Nepal. The
WSHP is a clear example of how specific stakeholder groups and strategic
relationships between stakeholders and the Government are dominating and
redefining the practices of hydro development within the nation. Large,
multilateral interests, such as the ADB, have a persuasive position in encouraging
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the Nepalese Government to support the development of mega dam projects when
there are greater benefits to the international interests than local.

The Snowy Mountain Engineering Company (SMEC), the project developers and
initiators of mega dams, also play a central role in Nepal’s hydro sector. As the
developers of the West Seti Hydro Project, SMEC creates links between large
foreign investment companies and work at a local scale in Kathmandu to create
project proposals and gain licences for hydro developments, connecting to foreign
investment groups and businesses keen to become involved in this sector. If the
economic strategy of Nepal emphasises a more export-orientated hydro sector, it
will be companies like SMEC that will provide the links and connections to attract
the foreign investors required for such projects.

However, the power of multinational groups in the hydro sector of the Nepal is
limited by the fact they have no immediate sway in the direction the Government
policies may take. Interviews conducted by the author with employees of West Seti
Hydro Ltd reveal that as locally-based foreign project developers, companies such
as SMEC have something of a middle-man role, playing a constant game of waitand-see with the changing political context of the country. They are reliant on
bureaucratic, rather than political compliances and therefore claim the changes in
political leadership will not affect the conditions for their project. Fourteen years
on, they are still waiting to begin construction. As this specific project involves
public and private enterprises, the Government of Nepal and the pending support
of the ADB continues to prevent WSHP going ahead.
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The example of the WSHP also demonstrates the role and limitations of civil
society in contributing to the debate about Nepal’s future hydro-development. The
WSHP has been a central focus of Wafed’s campaign since the hydropower
proposal was first released. The group aims to highlight and represent the views
and concerns of the locally affected people in rural Nepal, through direct
discussions and negotiations with the Government, using Nepalese media and
gaining the attention and concern of international freshwater agencies such as
International Rivers and the ADB NGO Forum. Wafed has posed questions drawn
from the Environmental Impact Assessments and highlighted the extent of
community displacement if the project proceeds, to embarrass the Government.

All of which makes the Government appear as if it is incapable of making
decisions that are in the best interests of the nation as a whole. Given that water is
the single largest natural resource within the country, the issue of hydrodevelopment is at the forefront of national debates. However, very few are
campaigning on the hydro issues to the extent of Wafed. The group’s work is
regularly reported in local media and often noted in the international arena
through websites and forums of large NGOs, such as International Rivers, World
Commission on Dams and the ADB NGO forum25. Wafed’s prominence in Nepal’s
hydro sector highlights the scarcity of organisations involved in monitoring hydro
development and campaigning for fair, safe and just projects.

In association with the work of Wafed, a range of international non-state actors are
working to draw attention to hydro-projects they believe are harmful to Nepal’s

25

An organisation that monitors the work of the ADB. Membership is from the member states of
the bank.
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social and natural environments. Groups include the Japan Centre for a
Sustainable Environment and Society, International Rivers and the ADB NGO
Forum. Local and national organisations, such as Wafed, have established links to
feed information and voice concerns to international organisations like the ADB
NGO Forum. This communication feeds information of national issues, like
WSHP, to an international forum of hydro concern groups, able to voice these
concerns on a larger scale, where they have a greater ability to targeting questions
at the multilateral investors, like the ADB or connecting with other small national
organisations that may have or be experiencing similar issues within their own
nation. This creates a ‘jumping scale’ whereby local or national groups can engage
with global audiences. Wafed are able to use their relationships with the Japan
Centre for a Sustainable Environment and Society and the ADB NGO Forum to
extend the platform where they can express their concerns. Such alliances have
significantly improved the awareness and extent of hydro issues amongst civil
society, but remain limited in the support they gather from civil populations to
bring the changes they seek from their Government. In view of this understanding
of the different stakeholders’ involvement in Nepal’s hydropolitical context, the
central debate as to the nature and direction of hydro development Nepal should
pursue is now explored using the data collected from interviews and discussions
with the stakeholders.

5.6 Economies of scale or monumental folly? The economics of WSHP
The ADB, Infrastructure Leasing & Financial Services India Ltd, and the WSH Ltd
operating company argue that large scale projects and mega dams like the WSHP
are required to push Nepal into a more developed economy. The financial
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efficiency of developing large and mega hydro projects, Nepal’s current inability
to absorb large quantities of electricity and the belief that Nepal should begin
pursuing all scales of hydro development at this point in time, are all factors for
encouraging mega dam initiatives. Non-state actors, including the ADB, foreign
investment companies and some local hydro businesses, are confident that the
nation’s economic development must come from projects like the WSHP because
of the financial efficiency of doing so. Barry Hitchcock, ADB Country Director,
states;
the WSH project is a good size for exporting, but something half the size is not as
attractive. 30 MW is probably more than the local community could chew. It’s more
efficient to build one 10,000 MW plant instead of ten 1,000 MW plants (Hitchcock,
pers. comm., 2008).
Through large scale dams, such as the WSHP, huge quantities of electricity could
be produced to export to India, which Hitchcock claims will boost the nation’s
Gross Domestic Product (pers. comm., 2008). Hitchcock explains that it will be
financially efficient to combine the development of electricity into larger projects,
rather than construct many smaller projects, because of the reduction in costs of
purchasing licences, construction and transmission expenses (pers. comm., 2008).

However, the hydro-experts that are so prominent in civil society are less
convinced of the economic merits of this project. Dr Lohani questions projects such
as WSHP and why the state is taking out a multi-million dollar loan from the ADB
to finance a project that will export raw electricity to India, when electricity is a
much needed input for Nepal’s progression. He proclaims;
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It does not make financial sense to export electricity. Only if we generate more than
we require, otherwise we must encourage local industries to use that power. [We
should] not export raw materials (pers. comm., 2009).
Similarly, Mr Shrestha believes large scale hydro development may be feasible and
beneficial for Nepal, but in the current political and economic context believes the
risk of exploitation of Nepal’s valuable natural resources is too high. He believes
Nepal’s are not considering the wider implications and consequences that large,
internationally funded or loaned projects such as WSHP would have, if developed.

Dixit believes the WSHP is an example of how Nepal is falling into the trap of
allowing large scale hydro projects for which the nation will see minimal profits;
the impact of hydropower development is larger and particularly when you have
equity in question. The government taking a $45 million loan to invest in
hydropower project being developed by a private sector then there’s a problem. The
loan is not something private sector will pay. The loan is something the
Government of Nepal will pay and that loan, that responsibility will fall to me, my
son and that generation (Dixit, pers. comm., 2009).
By taking out a $45 million loan to be a shareholder in the WSHP, the Nepalese
Government are entering into a risky financial agreement. This will filter down to
affect all Nepalese, as basic needs, services and infrastructure are put on hold, or
limited, to compensate for the financial involvement in the project. The financial
benefits of large scale projects such as the WSHP are extremely risky and are not
expected to be profitable for the first five to ten years after establishment
(Hitchcock, pers. comm., 2008). There has been considerable criticism of the
Government for agreeing to enter into the WSHP, taking out an extremely large
loan when the funds are so desperately needed in most of the nation’s sectors.
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For $45 million you could build a $45 million project for THIS country. Given the
loadshedding now why are we getting into debt to sell electricity to India? This is
the kind of shady thing ADB does (Gyawali, pers. comm., 2009).

Finally, the demand, encouragement and involvement of Indian investors in the
WSHP reflect the role India has played throughout Nepal’s hydropolitical history.
Although the Indian Government does not hold a role within the project,
Government

officials

have

encouraged

widespread

hydro

development

throughout Nepal and expressed a clear interest in purchasing all possible
electricity from Nepal over the coming decades (Dixit, July 6, 2007). India is
plagued by electricity shortages that have led to demonstrations, violence and riots
in some of the country’s urban centres (International Rivers, 2008). India’s rapid
population growth has further widened the energy deficiency, particularly in the
northern states. The encouragement by the Indian Government for Nepal to
pursue large export orientated projects, like WSHP, is in their own national
interest as the only possible receivers for the electricity. Though this creates a
ready market in India, it encourages Nepal to pursue the exportation of a primary
resource they desperately seek for their own progress.

5.7 Conclusion
Large, export orientated hydro projects, like the WSHP, present a range of issues
that Nepal must consider as the Government reorganises and directs the hydro
development sector of the nation. The success of this project could initiate a variety
of interest from international investors, keen to develop hydro projects that may
advance Nepal’s weak economy. Yet the wider implications of allowing such large
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export-orientated developments within the natural environment will have serious
impacts for the natural, social and cultural environments of the affected areas. In
the case of the WSHP the Nepal Government is also a shareholder in the project,
using a loan from the ADB. Whether the financial involvement of the state in this
risky project is wise, has yet to be confirmed, but further investigation and review
by state agencies may clarify this.

The project developers West Seti Hydroelectric Ltd stress that the dam will
provide mass employment for Nepalese, generate significant revenue for the
nation and benefits such as regulated water flow for the downstream people living
along the West Seti River who currently endure regular, heavy flooding. Given the
extent of impacts the dam will have on the natural, social and cultural
environment of the region, these benefits may not be enough. WSH Ltd and ADB
are determined not to lose face over the failure of the project. They have driven the
proposal for 16 years and to let it go now would be a major setback if they were to
forgo such a development. Yet if the project was to go ahead it would most likely
encourage other international business interests keen to benefit from developing
Nepal’s hydro potential. As the previous chapter outlined, Nepal’s policies and
resource management systems are not equipped to regulate and monitor the
practices of these large development companies in this capacity. Manipulation of
the Government, weak systems and resource exploitation would inevitably occur.

Despite this determination, it does not look like the project will be built, at least not
in the next decade. The continued stalling and proposed reinvestigation by the
Government to reconsider WSHP benefits to Nepal has delayed the possibility of
progress in development initiatives that will progress the nation for at least one to
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two years. In January of 2010 the project licence ran out and has not yet been
renewed by the Government or West Seti Hydro Ltd. Furthermore, the ADB has
delayed final confirmation of their financial support, pending further reports from
West Seti Hydro Ltd, as NGOs and ADB monitoring groups continue to protest
current proposed project designs. The project continues to come under scrutiny
from the state and a range of opposing actors outside of the state, as explored in
the following chapter.

Understanding the hydropolitical history and context within Nepal and the
specific case study of the West Seti Hydroelectric Project (as a contemporary
hydropower proposal) are essential to framing the situation within Nepal. The
historic context has shaped how hydropower development is pursued, that is in a
haphazard and inefficient manner, and has created an environment that
encourages foreign interest and investment, but is unsure of how to handle such
agents. How this context and the key issues and debates are being played out is
explored in the following chapter from discussions and consultations with central
stakeholders and agents working in strategic and interlinked hydropolitical
relationships in Nepal.
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CHAPTER SIX

Hydropolitics of Nepal: Civil
Society, Non-State Actors and
the hydropolitical debates and
issues
They keep on repeating the same rhetoric without taking any action. This game is part of a
larger game that is being played and that’s why we say there are other interests they want
to serve rather than serving national interests. I don’t think the Maoist government will be
any different from previous governments, because outside forces are powerful and so
overwhelming. It will be too difficult for such a small tiny vulnerable country like Nepal.
We are very very vulnerable. (Hydropower businessperson 2, pers. comm., 2009)

Energy is a basic need after all. Without energy how can you have other development?
(Independent Power Producers Association of Nepal, pers. comm., 2009)

6.1 Introduction
As was highlighted in Chapter Four, the main stakeholder groups involved in
Nepal’s hydropolitical context include multilateral organisations, multinational
companies, local and international civil society and small hydropower businesses.
The differing agendas of these stakeholders influence Government policy to
varying extents. Chapter Five argued that the WSHP exemplifies wider national
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debates that these stakeholders contest, primarily over whether Nepal should be
using such a valuable natural resource to pursue large-scale export orientated
initiatives in favour of many smaller hydro projects that would encourage local
industry and progress. This chapter explores research questions three and four and
discusses why Government of Nepal is faced with a crossroads in developing and
redirecting Nepal’s hydro sector and how these stakeholders are working to
impart their own agendas into policy changes. Finally, this chapter investigates the
continuous influence that India commands in Nepal’s hydro agenda and discusses
what type of role India should hold in the future of Nepal’s hydro environment.
Each of these discussions are based on the interviews and observations with
representatives and elite informants from the following stakeholder groups based
in Kathmandu, many of whom are involved or directly connected to the WSHP.

6.2 Nepal’s direction of hydro development: Large export-orientated vs. small nationally
consumed hydro projects
To many of the observers and stakeholders of Nepal’s hydropower sector,
harnessing the nation’s vast water resources is essential to its economic and social
growth (Thapa, 1997; Dixit, pers. comm., 2009; Gyawali, pers. comm., 2009; Shrestha,
pers. comm., 2008). The extent to which this should occur is a central issue that has
divided the hydropower sector within Nepal and raised concerns through the
media over whether it is in the nation’s best interests to pursue risky large scale
hydro projects promoted by international and intra-national business interests,
such as the WSHP. This contestation is a central debate within Nepal’s
hydropolitical environment. Here the agendas and opinions of the stakeholders
and actors introduced in previous chapters are discussed around this topic.
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There are two clear groups that have formed either side of this argument. Leading
the drive to encourage large and mega hydro development in Nepal is the
multilateral organisations, Indian investment companies and some local business
interests who strongly support the pursuit of projects such as the WSHP. These
stakeholders believe that by such developments will bring economic prosperity for
Nepal through licences, project royalties and investment profits.

In opposition to this are local and international NGOs concerned about the impacts
of such projects on the natural and social environments of Nepal. This second
group is supported by the frustrated national experts and former bureaucrats,
worried that Nepal is giving in too easily to the pressure of multilaterals like the
ADB and Indian politicians. These stakeholders express concern over selling the
licensing rights to Nepal’s freshwaters or exporting cheap hydroelectricity, which
would be damaging to the development potential within Nepal. This group is
additionally apprehensive about the ability of the Government to manage foreign
interests and the royalties Nepal would receive. The WSHP exemplifies this
contestation as the export-orientated project would sell hydropower to the Indian
market at a rate that is considerably lower than what local experts suggest is
profitable.

6.2.1 Support for large-scale export-orientated hydro and financial benefits for Nepal
The argument over using Nepal’s water resources for small and large scale
hydropower projects is essentially reflective of the hydro agenda of each of the
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different stakeholders. A key issue here is obviously whether either of these
options should be favoured over others.

One of the most influential voices in this debate, the ADB, supports a development
program that focuses on a smaller number of large schemes that may have a
significant impact to the national economy. However, the ADB recognises that,
though their agenda is set to pursue large scale, profitable projects, there is a wider
need for smaller projects that the Nepalese Government has to address to meet
national electricity requirements and that there is a place for smaller projects to
support the wider population of the Nepal. If not, Nepal risks their own national
development. Hitchcock states that the country;
has to develop big projects for export and develop generating capacity and
transmission and distributing for local community. Got to develop all those things.
I don’t think you can get too far ahead on exporting power to India and neglect the
local situation (Hitchcock, pers. comm., 2008).
Hitchcock acknowledges the electricity needs of the Nepalese population and
would like to see the government pursuing both avenues of hydro development
(public and private), but he thinks the ADB and other institutions like the World
Bank may need to come forward to close the power deficit26 that is preventing
further investment in other sectors.

Other supporters of large scale hydro development in Nepal are the regional and
international investment companies. Indian investors Infrastructure Leasing &
Financial Services are aware of Nepal’s minimal electricity usage at the present
time and cite this as a reason for pursing larger projects which do not deter from
26

Terminology that refers to the shortage of power available in Nepal.
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meeting the country’s needs. The Indian investment company proclaims that
Nepal’s low electricity consumption means the country is unable to absorb a
project like the WSHP for its own use and, therefore, it must be exported. Small
projects are considered suitable options to meet the nation’s needs, but like the
ADB, Infrastructure Leasing & Financial Services believe large scale exportorientated dams are the best option to improve the nation’s economy.
[Is] Nepal is in a position to buy a 750 MW project? No they are not. What is the
demand in Nepal? 800 MW as of today. Only 800 MW. That’s all (Infrastructure
Leasing & Financial Services, pers. comm., 2009).
Consequently,

Nepal’s

relatively

small

demand

for

electricity

as

an

underdeveloped nation provides opportunities to export the majority of what is
developed as a hydro resource. WSH Ltd agrees with this statement (pers. comm.,
2009). They proclaim that while it is important for Nepal to be aware of the value
of their natural environment, the Nepalese people ‚do not want to live in the Stone
Age‛ and therefore must find a balance within this context (pers. comm., 2009).
WSH Ltd believes large projects, like the WSHP, offer Nepal the chance to develop
this sector in association with international companies and investors that have
experience in this field (pers. comm., 2009).

Non-state actors, including the ADB, WSH Ltd and Infrastructure Leasing &
Financial Services India Ltd, appear supportive of a range of hydro developments
(micro, small, medium and mega), but the reality is that their interests lie in what
part each can play in undertaking and profiting from these ventures. Key
informants from domestic civil society argued that by supporting development
that entices foreign investors to fund large projects set to make large profits, these
fiscally-focussed actors are pursuing business-orientated programs to suit their
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needs, an outcome local voices argue is at the expense of Nepal’s interests (Wafed,
pers. comm., 2009; Dixit, pers. comm., 2009; Gyawali, pers. comm., 2009). Each of these
business-orientated agents highlight the need for developing national electricity
consumption, but it is the licences for mega dams that they are most keen to attain.
Foreign investors as well as multilateral organisations like the ADB and World
Bank support the construction of large and mega dams as construction and
associated costs (including establishment of new or improved roads, housing and
facilities for on site workers) can be concentrated within the single project, making
it more profitable (Hitchcock, pers. comm., 2008).

6.2.2 Resistance to large scale hydro development
In opposition to this stance, prominent civil society members and hydro experts,
Gyawali, Dixit and Shrestha, argue that the overall outcome of exporting raw
electricity would have the greatest benefit for business-orientated organisations
like the ADB and Infrastructure Leasing & Financial Services India Ltd. These local
hydro experts raise concerns over what benefits Nepal would really receive from
the hydro development agreements the ADB and Infrastructure Leasing &
Financial Services suggest.

Local water resources commentator Shrestha is supportive of hydro development
occurring on all scales, but like IPPAN and some of the local hydro businesses, he
insists this strategy must be purely for Nepal’s consumption (pers. comm., 2008).
Shrestha has expressed concerns that the Nepalese Government has not only sold
hydro development rights at an amount far less than what they should, but that
downstream riparian neighbour, India, also receives added benefits at no
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expensive (see Shrestha, 2008). Those in opposition to the development of such
mega dams include Wafed, Nepali hydro experts Gyawali, Dixit and Lohani and
foreign environment concern groups JACSES and The ADB NGO Forum. They are
frustrated that the common hydro discussions in Nepal are centred on the pursuit
of large scale projects. Such projects will only ever be for export, as they require
significant foreign funding and consequently will likely sell their hydroelectricity
to India as the most profitable solution. There does not appear to be feasible
programs for the energy security of the Nepalese. ‚Everybody is talking about
energy export, but nobody is talking about energy needs of Nepal, energy security
of Nepal‛ (Dixit, pers. comm., 2009). Dixit is worried that there is not enough
transparent discussion occurring about the long term solutions and practical,
realistic measures of securing Nepal’s electricity problems and raises concerns
about the short-term scope of debates around national energy.

Aside from financial responsibility, Dixit is uneasy about the idea that exporting
hydro resources and selling rights to hydro development will bring more
prosperity than maintaining hydro development to meet Nepal’s basic needs. Dixit
states that the need for energy within Nepal is greater than the need to export, as
energy provides opportunity for all of the Nepalese population to further their
individual capacity and prosper.
I become rich or prosper when I have jobs, when I can do work. To do work and to be
doing well I need all kinds of inputs and energy is one kind of primary input for me
to be effective. Because if I have no energy I can’t turn my computer on, I can’t
check my emails. So my livelihood stops. My efficiency gets compromised (Dixit,
pers. comm., 2009).
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Dixit explains that Nepal should not be exporting this invaluable resource during
the development phase of the nation, when electricity is an essential input to basic
economic development. By exporting essential natural resources, such as hydro
power, Nepal is forgoing its ability to develop its own economy before others.
If you look at the history of the world, Switzerland, Norway and others. If you go
back and look at their history and economy they didn’t go around exporting
electricity. They developed electricity to support their own economy (Dixit, pers.
comm., 2009).
Dr Lohani, prominent civil society hydro-expert and former Minster of Finance,
Minister of Foreign Affairs and Minister of Agriculture, agrees with Dixit’s claim.
He states that raw materials, including hydro electricity, should not be exported,
but utilised for Nepal’s nation-wide progression (pers. comm., 2009). Nepal’s
secondary industry is minimal, but with reliable energy supplies, economic
progress in this sector has a much greater opportunity to prosper.

Nepalese hydro and water experts are additionally wary of the claims that Nepal
would benefit from vast profits by selling hydro licences and receiving royalties
from the hydro potential of their rivers. Dixit contends that the wider Nepali
population will not enjoy the profits which the Government claims it will receive
from selling licences to the nation’s water resources or from revenues of projects
such as the WSHP. ‚My government becoming rich is not me becoming rich,
because I don’t get the money‛ (Dixit, pers. comm., 2009). This concern was raised
in the literature by Thapa (1997) who concludes that large hydro developments can
contribute extensive fiscal wealth for the Government, but this does not necessarily
flow down to the people. Increasing the financial resources of the Government
does not equate to economic development of a nation and therefore can not be
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viewed as a wholly beneficial outcome (Thapa, 1997). Dixit is concerned that some
of the new and inexperienced politicians now in positions of power are not capable
of ensuring that there are rigid processes and policies in place to make sure any
financial benefits are accounted for and spent wisely. New leading political parties
may bring change, but may also have inexperienced, unqualified or unreliable
party members who can end up in prominent positions of power through party
decision-making rather than by election. Specific concerns with Nepal’s new
political leadership surround the fact that the leading Maoist party maintains the
operation of their guerrilla army which has held an intimidating and sometimes
fearful position amongst rural communities since the mid-1990s.

In contrast to Hitchcock’s earlier claims about the financial efficiency of larger
projects, hydro and water resources experts believe such projects actually bring
additional costs to compensate for the greater impacts. The mitigation costs of
large scale projects are considerably greater than a series of smaller projects due to
the intensified impacts on the natural environment, social displacement of villages
and cultural dislocation. The impacts of smaller developments are able to be
absorbed more readily by local populations and environmental measures can be
introduced more easily to mitigate the effects. Larger projects take longer to build 27
and are more likely to strike problems with delayed construction due to
inadequate labour, increasing costs requiring additional investment security and
the associated delays with materials, access to sites and miscommunication. The
combination of these factors reduces the effectiveness of implementing a large
scale project in a fragile natural environment and unstable political context prone

27

WSHP is predicted to take five years without accounting for possible production delays; where as
micro and small projects can be built in one to two years (WSH, pers. comm., 2009)
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to corruption. Subsequently larger projects may not be as financially efficient or
profitable, as Hitchcock suggests, if sufficient mitigation for displacement and
resettled peoples is properly adhered to.

Wafed, Dixit, Gyawali and Shrestha are inherently against large scale projects
instigated by proponents who to them are misguided about what benefits such
projects bring to the nation (pers. comm., 2009; pers. comm., 2009; pers. comm., 2009;
pers. comm., 2008). They challenge the claims that the large scale hydro will provide
any benefits for Nepal and Dixit questions the benefits the specific case of the
WSHP;
Are Nepali people benefiting? No! Are local people benefiting? No! Is it making a
contribution to Nepal’s economy? No! Really what it does is sustain German
contractors, but in the process bleed the Nepal economy. So is that the path Nepal
would like to pursue? (Dixit, pers. comm., 2009).

There is a clear divide amongst the different stakeholders and agencies involved in
Nepal’s hydropolitical context

over

what

are

appropriate sized hydro

development projects for the country. The large multilaterals, international
business interests and some of the local hydro companies stress the need for Nepal
to pursue large-scale, export orientated hydro projects amongst a range of hydro
initiatives (Hitchcock, pers. comm., 2008; IL&FS, pers. comm., 2009; Hydropower
businessperson 6, pers. comm., 2008). The extent of export earnings that Nepal
stands to gain from projects such as the WSHP is central to the argument these
multilaterals use to persuade the Government to pursue large-scale developments.

160

Hitchcock believes a singular mega dam is more cost efficient than a series of small
projects, but the wider the mitigation costs, construction delays and the increased
occurrence of flooding may counter this claim (pers. comm., 2008). Non-state actors
and organisations such as the ADB emphasise that Nepal’s relatively minimal
requirement for electricity at present provides an opportunity to produce vast
amounts of hydropower to export to India’s awaiting market. Business-orientated
stakeholders argue that a single large project of this magnitude could solve all of
Nepal’s electricity issues in a more cost-efficient way. Yet, they also stress the
country must engage in all scales of hydro development to meet the range of needs
throughout the rural areas and urban demands of the Kathmandu valley.

In contrast to these economically-focused perceptions, opponents of the WSHP
argue that the Government needs to adhere to the wider concerns and needs of the
population (Wafed, pers. comm., 2009; Gyawali, pers. comm., 2009; Dixit, pers. comm.,
2009). These opposing stakeholders claim that larger hydro projects exploit
Nepal’s natural resources, exporting raw hydro power for minimal economic gain.
Instead, they argue that exporting it should not even be an option during this
transitional phase, when the political environment is still shaky. Larger projects
may bring greater profits, but are also harsher on the social and natural
environments. Instead, attention needs to be focused on a collection of smaller
initiatives throughout the nation that ensure power to the wider population. If
large scale projects are to be developed, these stakeholders believe it would be of
greater economic benefit for Nepal to use the electricity to develop its own
primary and secondary sectors rather than exporting the resource for a disputable
profit.
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6.3 Policies of the new government
The future hydro development of Nepal is currently dependent on the amended or
re-written policies of the CPN (Maoist) and CPN (United Marxist-Leninist)
coalition Government and their ability to withstand influences of outside interests.
The emerging goals and plans of the democratic republic Government will have
implications for all stakeholders involved in Nepal’s hydro sector. The CPN
(Maoist) proposal of producing 10,000 MW in ten years and linking every
household to a national grid system are bold and ambitious plans for a nation not
long out of civil war.

That many of those involved within the sector are sceptical of such goals was very
clear in the interviews and discussions undertaken during the research fieldwork.
Even the ADB, WSH and the Infrastructure Leasing & Financial Services are
hesitant over the feasibility of such plans. Many stakeholders are disappointed
with these emerging policies because they believe the Maoist Party are aiming for
unachievable targets in hydropower growth, saying they are closer to a political
slogan than a viable development policy that will solve the long term power crisis
currently restricting Nepal’s progress. Announcing such goals may provide an
opportunity for local businesses to embark on an era of expansion and to develop
of vast amounts of hydropower. However, achieving such expansive goals within
the planned timeframe is not necessarily feasible through the small and micro
projects that local businesses are capable of. Hence, medium and large scale dams
would be required. This, in turn, would rely on foreign aid and investment to
assist financially, with profits being sent out of the country. More than one
respondent referred to the policies as a ‚beautiful political slogan‛ (Hydropower
businessperson 5, pers. comm., 2009; Hydropower businessperson 2, pers. comm.,
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2009; Dixit, pers. comm., 2009)) because politicians are continuously repeating these
goals to the Nepalese public as a solution to the problem, without explaining if or
how such goals can be practically transferred into practice. There is doubt from the
business community that these new policies support the Nepalese economy.
Instead, they say they are to meet the needs of and encourage foreign interests to
come and enjoy the large profits to be made from the nation’s hydro-potential
(Hydropower businessperson 1, pers. comm., 2009; Hydropower businessperson 2,
pers. comm., 2009; Hydropower businessperson 5, pers. comm., 2009).

The sudden announcement of far fetched goals and policies of the new
government, often referred to as ‚beautiful political slogan*s+‛, made many of
those interviewed uneasy about the future of Nepal and their business. Overambitious development goals were seen as setting up the new republic for
inevitable failure and a waste of national funds in programs that were not properly
thought through or feasible. A local hydropower businessman referred to the
Maoist Party policies as following a ‚jump-frog‛ growth rate, with no explanation
as to how these would be achieved.
Their policy is like jumping of a frog. From nothing to a lot of policy. So they have
two catch words: the jump-frog growth rate of economy; and the other that they
want to have 10,000 MW of electricity in ten years and electricity connection to
every household. This is not a policy it’s a slogan (Hydropower businessperson 2,
pers. comm., 2009).
WSH Ltd project promoters were also quick to note that the lucrative goals are
unachievable.
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It is a political slogan. It is a very lofty sort of goal which we wish was true, but it
may not be practical. We’re trying to contribute with 75 MW (WSH Ltd, pers.
comm., 2009).
There has been no apparent policy that can be constructed in to a practical and
achievable plan. Instead, the hydro sector continues to operate through ambiguous
and disjointed policies prone to being ignored through corruption.

Dixit contends that the government has no right to be announcing hasty goals
when their role as a constitution government requires the political body to be
focussing on other matters. He was concerned about corruption within Nepal’s
political system and that some politicians already are accepting, or may accept
bribes to pursue policies that support large scale dams intended for export.
The present government’s purpose is to write the constitution. So it’s not their job
to go around saying 10,000 MW. (Dixit, pers. comm., 2009).
Meanwhile, Shrestha stated that large scale electricity production would never be
available for the Nepalese people, but was a subtle way for the government to
embark on export orientated development schemes.
Even if they can build 10,000 MW in ten years Nepal will still be facing
loadshedding, because in 10,000 MW 8,200 MW will be for export (Shrestha, pers.
comm., 2008).
Shrestha, like Dixit, is critical of the Government’s motives and the sway that
foreign investors can have on Nepal’s hydro development. The enthusiasm that
some politicians (originally within Nepali Congress and now with CPN (Maoist))
have for the WSHP as a development solution for Nepal suggests just how
unrealistic they are in anticipating benefits the country may receive from the
project.
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A local hydropower businessperson and member of the Independent Power
Producers Association of Nepal expanded on this comment. He proclaimed that
the problem is not necessarily individual policies, but the people in positions of
power who do not uphold their responsibility.
The problem has been ownership; who owns these policies? It’s not like we’ve not
had studies before, it’s not like we’ve not had commissions, taskforces etc. But it’s
always been ‘so who owns that document at the end of the day and who is
responsible for implementing it and making sure it happens’? (Hydropower
businessperson 1, pers. comm., 2009).
Many others within civil society are conscious of the fact that some of the new
politicians in power have little educational background and, therefore, a
questionable ability to provide development policies for the nation. These experts
noted that the plan for 10,000 MW in ten years is to meet other interests, such as
the Indian establishments and foreign investors keen to benefit from the
opportunities to develop hydropower at low cost.
The basic argument is that CPN (Maoist) is agent of imperialist-capitalist forces.
So they are doing exactly what the imperialist-capitalist forces represented by
Indian state wants them to do (Dixit, pers. comm., 2009).
Gyawali agreed with Dixit, explaining that political alliances and relations
between the Seven Party Alliance, the Maoist’s and the Indian Government are
working together, irrespective of the actual needs of the nation.
Ever since the Seven Party Alliance and Maoist’s overthrew the King they have
been absolutely concentrated and fixated on exporting electricity to India. To the
detriment of our people and absolute ignoring developing electricity for our own
need (Gyawali, pers. comm., 2009).
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These comments are important as, not only do they emphasise these actors’
opinions of Nepalese bureaucracy and the Government, but also, given that their
opinion is unlikely to be accepted by the state, shows the disjointed state-society
relations of Nepal. Dixit and Gyawali think the Government is unrealistic about
what is achievable in the next decade, given the recent political context the nation
is still emerging from.

Gyawali warns that the country is not yet prepared, nor has the right mechanisms
and processes in place to handle large foreign investment companies that can
manipulate weak institutions and governments like that of Nepal’s, to exploit
such natural resources (pers. comm., 2009). He believes Nepal is allowing itself to be
exploited and, as a consequence, benefits that could otherwise accrue to Nepal will
instead be largely taken out of the country as profit (pers. comm., 2009). Indeed, the
haphazard nature of the economic liberalisation now taking place, and Nepal’s
relatively weak bargaining position, means that a classic ‘race to the bottom’
scenario may ensue:
Shady investors will come. There’s nothing to be happy about if foreign investors
are falling over one another to get in here. It means that you’re probably shortchanging and under- valuing your resources. This is why people come and see so
much profit in it (Gywali, pers. comm., 2009).
Gyawali is concerned that multilateral actors, such as the ADB, lack awareness of
the social and environmental consequences of large scale projects, such as the
WSHP, and may not have in place or enforce stringent enough evaluations of the
damage and problems emerging from such projects. He referred to the history
development projects by the World Bank that exploited local resources, while
providing little or no compensation, mitigation to the affected populations (see
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The Reality of Aid edited by Randel, German and Ewing, 2002). However, as
outlined earlier, these experts’ opinions are unlikely to be influential in the new
political context and are unlikely to result in any major changes, demonstrating a
disjuncture between informed civil society and those who make decisions in
government.

6.3.1 Support for Government policies
In contrast to the above opposition, the ADB supports the overall policies of the
Nepalese Government, but the ADB also openly cautions the Government’s
development agenda must be realistic. Given the size and the current state of the
nation, the ADB questions whether 10,000 MW of electricity is the right avenue for
the new Government to be aiming for. They suggest that the Government is best to
try and highlight what they perceive to be the most important issue– being able to
attract foreign investors to Nepal’s hydro sector.
My point is they have to be very realistic as they move forward. It’s one thing to say
well lets have public-private partnerships and let’s develop 10,000 MW, but is that
realistic given the previous track record and given the current international
economic environment? With this international credit crisis it’s going to be difficult
to attract foreign investors into Nepal. So I see our role as trying to help
government address this really significant problem (Hitchcock, pers. comm., 2008).

WSH Ltd, project designers of the WSHP, state the new policies of the Government
are still liberal, following on from the early 1990s when Nepal’s energy sector was
opened up for private investment, but they agree the goals, which include 10,000
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MW of hydro-development, are somewhat unfeasible. A representative of WSH
ascertains that the:
Nepal economy opened up the power sector to the private sector and encouraged
them to come and invest in our country. Nobody knew if it would work out (WSH
Ltd, pers. comm., 2009).
Despite this, WSH Ltd say it is people’s preconceived attitudes towards projects,
especially export-orientated, rather than towards any new energy goals, that are
more of a barrier to Nepal’s hydro development. They believe there are particular
individuals and groups who are working to undermine project promoters like
themselves as they pursue the development of hydropower within the country.

It appears that despite the seemingly conflicting agendas for Nepal’s hydro sector,
nearly all of the agents within this complex web of stakeholders agree that the lofty
goals put forward by the Maoist Government are unachievable within the given
timeframe and are not in the best interests of the nation. To some local
hydropower business interests, the proposal to develop 10,000 MW within the
following ten years gives them hope the Government will encourage and support
their production. Yet, as indicated by Dixit, Gyawali and Shrestha, if 10,000 MW of
hydro energy is developed it will not be through the construction of the smallscale initiatives local hydropower business people are hopeful for. Large scale
projects, funded by foreign investors, with the purpose of exporting hydropower,
are a more likely outcome.

Instead of encouraging and fostering impractical and unachievable hydro goals for
the next decade, the new Government needs to reassess what feasible and practical
solutions the nation can afford to develop without exploiting their resources. This
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does not mean Nepal should never undertake large scale developments or prevent
all foreign investment companies from funding projects. Yet, given the unsettled
political environment and the local community of small owner-operated
businesses, this suggests there is a significant opportunity for short term progress
of small sized energy development which could fuel the local economy. Larger
developments could follow when the nation is more stable. Exploring the
problems with Nepal’s hydro context, and the suggested policies of the new
Government, are the recommended solutions different groups of stakeholders
have in regards to improving those problems.

6.4 Suggested solutions for Nepal’s hydro context
Despite expressing concern and frustration at the emerging policies of the Maoist
and United Marxist-Leninist parties, all of the interviewed non-state actors and
agents within civil society had specific ideas on how best to remedy the nation’s
electricity crisis and prepare for the future. These opinions were found to mirror
each actor’s perceptions about the scale of development and Government policies.
In looking towards establishing immediate and short term solutions to the nation’s
electricity crisis, there were disputes over whether such solutions were even an
option, given the time and expense it costs to develop hydropower. Alternative
energies to hydropower were mentioned, but the reality of implementing such
programmes seems improbable for various reasons, mainly the expense and
rationale given the vast natural water resources available. Medium to long term
solutions vary amongst actors, though all support some form of smaller scale
development for the national consumption. It is the extent and priority of this,
compared to exporting it that is the area of dispute.
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Hitchcock, on behalf of the ADB, highlighted the essential problem of the
electricity shortage within Nepal (pers. comm., 2008). Without access to energy,
progress and advancement of all sectors is obstructed. In addition to preventing
the improvement of livelihoods and basic needs, the lack of energy available in
Kathmandu hindered simple commerce within the nation, but also the connection
with international markets (Hitchcock, pers. comm., 2008).
It’s really fundamental. Without power here in Kathmandu you’re not going to get
investment in other sectors. So it’s really important to close that deficit pretty
quickly (Hitchcock, pers. comm., 2008).
There are difficulties in trying to solve the nation’s immediate electricity crisis
because India is the only viable import partner; a solution that would require
building further infrastructure of large transmission lines for not just hydropower,
but also another other alternative that has been considered, thermal power.

In contemplating other short term solutions Wafed, hydro experts Dixit and
Gyawali and some of the local hydropower businesses are strong advocates for
assistance from the Government for development of micro and small scale hydro
to relieve the need for electricity in wider rural areas.
Micro hydro with government money and locals’ money. Five to ten megawatt, we
have lots of possibilities to generate these projects. Just connect to the national grid
(Wafed, pers. comm., 2009).
Micro and small scale projects are relatively cheap and quick to get up and
running. They require basic training and management which can easily be
handled, and often are, by local communities for their own use. Rather than
concentrating on large projects in a few specific areas, Dixit, Gyawali and Wafed
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see the obvious potential micro and small hydro could have in building pockets of
development

throughout

the

mountainous

topography

and

widespread

population, creating a nation-wide development program.

Opinions vary on what the long-term agenda of Nepal’s hydro sector should be to
secure adequate hydropower for the country’s future. What is clear is the
nationwide need for electricity and the obvious means of meeting this demand
though hydro generation. Gyawali supports a decentralisation program to allow
small private business interests to establish a wealth of micro projects, while also
embarking on a bureaucratic overhaul to improve the system. Dixit frames this
concept with the simple slogan that Nepal ‚needs to build less socially and
environmentally risky hydropower projects. What we argue is a good dam, not a
bad dam‛ (pers. comm., 2009). By pursuing less risky projects, the nation can begin
to meet the populations needs with reliable, cheap energy relieving loadshedding
and establishing hydropower as an industry to enhance production processes
which can lead to ‚hydropower to be an input into production and using that in
producing value-added goods‛ to be sold on the international market (Dixit, pers.
comm., 2009). Dixit and Gyawali are both aware their ideals are just that, but they
believe in the need for a clear-cut framework that is progressive but realistic in its
achievements. This will take time and careful planning, but small projects are a lot
less risky, relatively cheap, take a lot less time to establish and can be managed
locally.

By working together and exchanging resources and expertise with the other
stakeholders, the Government of Nepal could gain a wealth of helpful advice to
solve the energy crisis. Some of the central stakeholders, with longstanding
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experience and expertise, have the right concepts and strategies to pursue effective
programmes, but they are apparently ignored by the key decision-makers within
the Government. The far-fetched and unexplained goals of the new Government
suggest they are influenced by the economic potential of pursuing large hydro
projects that would attract significant investors. One stakeholder that has managed
to remain an influential force on Nepal’s hydro development agenda is their lower
riparian neighbour, India.

6.5 India and the transboundary theory
Beyond the specific hydropolitical issues that dominate Nepal’s internal context,
there is the enduring hydropolitical relationship between India and Nepal. It is a
transboundary riparian relationship in which both states hold different forms of
power over the other, but which India’s agenda remains a central factor in the
hydropolitical strategy of Nepal. In theoretical terms, the riparian relationship
between Nepal and India is typical of the hydropolitical literature discussed in
Chapter two, which explains common relations between upper and lower riparian
states (Baillat, 2004; Dinar, 2003). In the context of this research Nepal is a small
nation whose land-locked geographical position makes them economically and
politically vulnerable to neighbouring India. However, this status is strengthened
because Nepal is home to most of the headwaters that flow south through India 28.
Where the previous chapter explored the role and influence India has had in
Nepal’s hydropolitical past, this chapter now discusses the differing views of the
central stakeholders about the current affect India is having over Nepal’s hydro
sector and the Communist political parties in power.
28

There are hundreds of small and large rivers that run through Nepal and into India (International
Rivers, 2008).
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All major political parties emphasise a strong desire for mega dams that export
electricity to India because Nepal’s system is constrained and unable to absorb
such large amounts at the present time. That the Government and leading political
parties of Nepal are expressing the need for such projects, when the country is in a
state of electricity crisis, could be perceived as a smart economic move to push for
fast mega dams to boost the economy. Alternatively, it could be perceived as a
weakness by Nepalese leaders who feel obliged to pursue Indian friendly policies
to please the regional hegemony. The fact that it seems foolish to pursue projects
that currently are not a viable option for the country’s own needs, suggests that the
latter is more likely. This is outlined by Dixit.
In the period after 2008 you are in a very hegemonic part. That is that large hydro
and mega-dams are good. Exporting energy to India is good. So therefore the
government will do everything in its power to export these projects. To the extent
that they say we implement a state of emergency. We’ll give all the foreign investors
security (Dixit, pers. comm., 2009).
There appear to be three views surrounding this issue. The first asserts that
because India is Nepal’s only viable export partner for hydropower, India’s needs
must be factored into the export agenda of the development strategy. The second
perception suggests that while India has been a source of tension throughout
Nepal’s hydropolitical history, now is the time to move past this and build a
working relationship with the larger nation. In contrast, the third opinion argues
that India is out to gain as much as possible for as little as possible, as they always
have, and, so, suggests that they must now be prevented from doing so. These
opinions will become clearer as actors’ reasoning’s are explained.
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With reference to the first perspective, the ADB ostensibly represents both Nepal
and Indian perspectives as a multilateral organisation for the South Asia region
and perceives its role as something of a facilitator in encouraging hydro
negotiations between the riparian neighbours. The Bank is clear that it would be
economically and environmentally unwise for Nepal not to work in conjunction
with India in developing hydropower.
Yes you can talk about developing 10,000 MW, but that’s to be a discussion with
India because they’re going to be the buyer and potential users of irrigation,
potential created by dams, affected by flood control. That discussion is extremely
important (Hitchcock, pers. comm., 2008).
Hitchcock emphasises that because of these natural riparian factors, it is important
for the two nations to establish bilateral agreements to deal with the benefits and
disadvantages that coincide with hydro development (pers. comm., 2008). The ADB
highlights a concern that, while Nepal’s national demand for electricity is low,
their possible export market is only one nation, rather than several. However, the
increasing demand for electricity in India is an economic comfort.
It’s pretty clear Nepal has more hydropower resources than they need. Even then
they have far more potential than they need for the domestic market. The problem is
they only have one market. So the Indian market is important. The good thing is
that in the last five years the Indian market has really started to grow and will need
more power. So at least there is a market they can exploit (Hitchcock, pers. comm.,
2008).
As the Indian market is Nepal’s only viable export market, the ADB perceives
Nepal must work hard at establishing a cohesive hydro-relationship with India to
ensure their access to this market.
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Yet, while multilateral organisations like the ADB believe India’s needs must be
factored in to Nepal’s hydropolitical strategies, other non-state actors or members
of Nepal’s civil society, believe recent political changes provide the opportunity to
work towards building cohesive and mutually beneficial hydro-relations with the
neighbour state. One local hydropower businessperson emphasised that hydro
relations have historically been an on-going source of tension between India and
Nepal over transboundary resources. He would like to see a change in the
Nepalese perspective of India, one that moves towards building a working
relationship with the downstream nation.
India has always had a say, directly and indirectly. Experts here think this has
traditionally been to India’s benefit. But now there is big opportunity for us. Or if
not we should make it opportunity because India are not here for charity
(Hydropower businessperson 1, pers. comm., 2009).
It is easy to understand the opportunities this presents for this businessman. By
encouraging Indian investment in hydro projects, local hydro businesses have the
opportunity to embark on a greater number of projects and larger projects that will
sell the hydropower to the Nepal grid or, through transboundary transmission
lines, to India. This businessman recognised such a proposed change in the
hydropolitical attitude towards India was not a concept people in Nepal are likely
to adjust to immediately.
It’s a very complicated relationship with India. I think we have not been able to get
over our past. We do need to grow up and find a tangible working relationship with
India, there’s no reason not to. The only way we can optimise our resources is to
have a working relationship with India (Hydropower businessperson 1, pers.
comm., 2009).
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Other Nepali businesspeople were similarly supportive of establishing a hydro
partnership with India, so long as it is mutually beneficial for both partners
involved. Because tensions still remain over the historic water and hydropower
treaties between the nations, Nepal's are pushing for their new political
environment to be stronger when establishing economic partnerships with India.
India as a neighbour, if they want to come and develop and give some positives to
Nepal and take something that is ok I would say. Giving it to India in a way it’s
beneficial to both. Mutual benefits (IPPAN, pers. comm., 2009).
Indian investors appear to be strategically relaxed in their approach on the subject
of encouraging export projects for Nepal’s hydropower. They are keen to see
Nepal allow mega dam projects like the WSHP, but do not want to be caught in
the political cross-fire between the Nepalese people, politicians and foreign
developers. An Indian investor in the WSHP said Nepal needed to be responsible
to its own people and questioned the intent and requirement of proposed projects.
You need to realise the benefit of the project. If it is not required, ok. Drop it. Just
say no, Nepal doesn’t require any WS project or any other project (IL&FS, pers.
comm., 2009).
This seemed to be a surprising response from the representative of a company that
could potentially earn a lot of money from their investment in the WSHP and other
similar projects in the future. The company appeared aware that the Nepalese
population alone are unable to use all of the hydro resources themselves and that
India provided Nepal with the only viable export market:
What is the demand in Nepal? 800 MW as of today. Only 800 MW that’s all. …So
only market is India, because China is not interested to buy (IL&FS, pers. comm.,
2009).
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See they do not need it [India]. They do not want to rely on Nepal. But if it
[hydropower] will come up a lot of private agencies [from India] will buy it (IL&FS,
pers. comm., 2009).
The Indian investment company explained that, although India had the capacity to
buy as much electricity as Nepal will produce, India does not want to rely on the
small mountainous nation for electricity (IL&FS, pers. comm., 2009). For that reason,
while India undoubtedly has a vast market for electricity resources and is keen to
buy whatever can be produced from Nepal, there is hesitation to form a reliance
on Nepal’s hydropower, possibly due to the history of political instability, as
reflected in the context of Nepal’s own hydropower availability.

The third perspective on how Nepal should conduct its hydropolitical relationship
with India, local hydro experts and some of the Nepalese hydropower companies
feel that India is maintaining its historically dominant position within Nepal’s
hydro sector. This is despite recent political changes and statements from
politicians that the nation is establishing its own political identity, independent of
their dominant South Asian neighbour, India. Dixit says that the Indian
government uses comparisons of Bhutan’s successes in hydro to encourage
Nepal’s production to supply India’s market.
Indian ministers come here and say, ‘oh we want to see Nepal as an energyexporting country’, ‘oh Nepal is not doing well, Bhutan is doing well, so Nepal
should emulate Bhutan’s model’. Nepal should do this, Nepal should do this, Nepal
should do this. So you have this idea of Nepal being benign. It’s essentially the
political agenda of the Indian establishment (Dixit, pers. comm., 2009).
This comparison to Bhutan makes Nepal appear an economic failure, despite
Nepal’s abundant natural freshwater resources, and Dixit argued that by doing
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this India succeeded in manipulating the Nepalese into thinking export projects
are essential to proving their development. Other members of civil society
perceived India’s influence as widespread through multilaterals, investment and
construction companies, as well as the Indian Government. Shrestha (pers. comm.,
2008) believed the Indian motives for developing Nepal’s hydropower potential
dominate the ADB projects specifically pushing for proposals in the country that
serve India’s interests over the needs of Nepal.
Indian’s working in the multilaterals are highly nationalistic and they are there to
serve their country- meaning India. So ADB and World Bank make policies to serve
India, not Nepal (Shrestha, pers. comm., 2008).
Shrestha believed the large international multilaterals have greater working
population from the larger more developed regional states. As these employees
negotiate prospective development projects, they are more likely to approve and
encourage projects in which they have an invested interest.

The local Nepal hydro businessmen were angered that the Indian government
appeared to be engaging in such tactics and are using partnerships with foreign
companies and multilaterals to pursue large-scale private projects.
So millions of people will be displaced and it is not possible to displace millions of
people, submerge the fertile valleys and make hydro projects for meeting the power
supplies of India. That is a wrong power politics. That’s clearly manipulation
(Hydropower businessperson 2, pers. comm., 2009).
There is frustration from this group who fear Indian interests are manipulating the
Nepalese government at the expense of the social, natural and economic
environments of the nation. They feel that their neighbours are taking advantage
of Nepal’s resources, their landlocked status and the fact that India is the nation’s
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only viable electricity export partner. It appeared that this Nepali businessperson
believes Nepal is somewhat trapped, struggling to define and defend their
territory, and abused by the ’big brother’ affect of India (Hydropower
businessperson 2, pers. comm., 2009).

Aside from this angst, is the disbelief about the absurdity of what large
multilaterals and foreign interests are proposing for the incredibly poor and small
nation, with a highly rural population.
The government of India convened with certain international foreign companies
and started building the projects under the flag of private projects. India did try to
play at that game. ENRON29 was invited here and what did they say? They would
make the second largest project of the world. It is already a silly idea- world’s
largest project in the poorest country under the banner of some multinational
company. They are playing on our ignorance (Hydropower businessperson 2, pers.
comm., 2009).
There is the feeling that if Indian companies are able to negotiate major projects in
Nepal, they will render it difficult for local businesses to compete for licences and
projects on Nepal’s rivers.
India has been trying to make several reservoir projects here on the basis of
negotiation directly with the government. And there are lots of people questioning
it (Hydropower businessperson 2, pers. comm., 2009).
However, though Indian companies may increase the competition for hydroprojects, politicians are clear that this is not the case, as local businesses will be
applying for small and micro-scale licences, while Indian companies are looking to
invest in larger projects. Yet, if Indian investors are introduced into Nepal’s
29

ENRON was a large American energy company that went bankrupt in 2001.
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market, the emphasis on hydro production is likely to be swayed in favour of
building a greater number of larger projects, which will take longer and have
much more significant environmental and social impacts.

The debate over the influence of the Indian government and private sector is a
controversial issue which remains a constant factor within the hydropolitical
debate in Nepal. Though not always central to the issue of hydro arguments, the
Indian factor will always be a relationship that will be considered in all major
hydro policies and direction, based on the geopolitical and spatial proximity of the
riparian neighbour. It is also a historical point of tension for Nepal. Local experts,
concern groups and some local hydropower businesses are concerned about the
impact Indian investment companies could have. They continue to perceive the
Indian Government as manipulative by encouraging Nepal to build or allow large
scale projects as an export commodity, an activity that Dixit openly stated is not
essential to meeting Nepal’s needs now and for the short term. Shrestha was also
concerned that multilaterals have an Indian perspective on how they operate
within Nepal. He stressed that organisations such as the World Bank and ADB are
more focussed on creating development programs in Nepal for which the
outcomes create greater benefits for India, rather than Nepal (Shrestha, pers. comm.,
2008). Local businesses are less concerned about multilateral organisations, but
worried that the Indian Government and Indian hydro investors are influencing
the Nepalese agenda to encourage export orientated hydro that would supply the
Indian market.
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6.6 Conclusions
Nepal’s hydropower sector is dominated by large multilateral organisations such
as the ADB, are re-directing Nepal’s hydro development towards large-scale
export orientated projects. International hydro developers, project designers and
finance companies are playing a significant role in supporting these multilateral
organisations, but their sphere of influence is not as great. The power of the two
groups of non-state actors reflects the global governance and International
Relations literature discussed in the earlier literature review chapter (see chapter
two sections 2.6 and 2.7). As suggested by Arts (2005) and Calame (2008), Nepal’s
hydropolitical environment displays a clear hierarchy where, due to the economic
opportunities they can offer to such a poor underdeveloped nation, Business
International NGOs and Transnational Corporations are having a greater influence
over the hydropolitical agenda and objectives of the Government than local
businesses, NGOs and members of civil society.

Although local water resource experts and experienced hydropower business
people may have a greater understanding of the national context, environment and
needs of the overall population, their voices are disregarded by the Nepalese
Government. These opinions are expressed in the national media and endorsed
internationally through international NGOs such as the Japan Centre for a
Sustainable Environment and Society and the Asian Development Bank NGO
Forum. These stakeholder groups appear to be classed as outsiders by the
Nepalese Government, while the aforementioned non-state actor groups (such as
the ADB) hold more of an insider position with politicians.
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The central debate surrounding the angle of hydropower development for Nepal is
split between whether the nation should pursue large scale developments
(currently only feasible to export, due to the large costs and lack of national
infrastructure) or small scale developments more suitable for improving the
nation’s economy in a bottom-up fashion. The dominant multilateral groups and
some of the local hydropower businesses support large scale development as a
solution that aims to boost the nation’s Gross Domestic Product, while attracting
foreign investors back to the alluring economic potential of Nepal freshwater
resources. However, local experts and river concern groups provide strong
reasoning against these points. They argue that large export-orientated hydro
projects are exploitative of the nation’s raw materials during a period when
electricity is most needed for nation-wide, small-scale development. These
stakeholders’ dispute suggests the large hydro dams are more efficient. However,
the impacts on the natural and social environments counter-balance such claims of
efficiency made by the ADB. Instead, local hydro experts and river concern groups
argue that during this political transition period, Nepal is at risk of falling to
corruption or mismanagement of export earnings. They believe Nepal should
pursue small and micro projects to establish a network of locally managed hydro
dams. Local hydro business-people are divided on the matter.

Most of the stakeholders are in agreement that the CPN (Maoist) goals for hydro
development in the coming decade are not feasible or practical in the current
context. Instead, stakeholders believed there needs to be a reassessment of the
viable hydro development that Nepal can successfully undertake to meet the
current electricity deficit, support the national economy and encourage hydro
projects that are in the nation’s best interests. The range of solutions suggested by
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the four different groups of stakeholders focus on achievable, smaller goals than
those put forward by the Government. The most feasible of these appears to be a
web of small hydropower plants developed in conjunction with local hydropower
businesses to fuel the scattered populations living outside of the Kathmandu
Valley, throughout the nation. The country has the funding and personnel to
undertake this, but requires improved national infrastructure and financial
security.

The role and influence of India in Nepal’s hydropolitical context remains a hotly
contested issue that could be tackled in three alternative ways. The large
multilateral stakeholder takes what could be considered a less sympathetic
approach, stating that Nepal must incorporate India’s needs into their national
agenda, working with the downstream riparian neighbour to pursue regional
strategies. Stakeholders from Nepal’s civil society have taken a more progressive
approach in light of the recent political changes and would like to see the Nepal
work towards building cohesive and mutually beneficial hydro-relations with the
neighbour state. Yet some of the more staunch local perspectives believe Indian
motives to exploit Nepal will never change and therefore Nepal must work harder
than ever to stand up to the dominant ’big brother’ neighbour. China’s role within
Nepal’s hydro context is neither an imposition on the nation’s agenda nor an
outright threat to the Indian market. It provides a source of competition for
construction companies (predominately from India or overseas) looking to supply
materials or build proposed initiatives like the WSHP.

There are a broad range of local and international stakeholders engaging in
Nepal’s hydropolitical environment. These agents are having a more significant
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role within the nation’s hydropolitics than traditional literature of this field has
suggested and are interacting in manner that is reflected in global governance and
International Relations literature. The overall power and influence of these groups
is varied and there is a clear hierarchy between the stakeholders, but despite these
major changes in the hydropolitical activity, the environment remains a statecentred context, whereby the Government of Nepal, albeit a politically weak
structure, is the central and ultimate decision maker.
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CHAPTER SEVEN

Conclusion
7.1 Introduction
Nepal’s complex hydropolitical environment presents a theoretical challenge to the
way that current literature conceives the actors involved in shaping the purpose
and extent of the nation’s hydro projects. The thesis has argued that this
hydropolitical literature, drawn largely from the field of International Relations,
including sub-disciplines such as security studies, is inadequate to convey how
water resources are actually negotiated, the variety of actors involved at various
scales and the complexity of their interactions. In recognising the inadequacies in
these literatures, the thesis has sought to employ alternative approaches that might
usefully add to our understanding of these questions. In particular by utilising
some concepts found in the political geography literature, such as those related to
territoriality and its significance at a variety of scales. This is not to suggest that the
theoretical innovations conceivable through the engagement of international
relations with geography is always uni-directional, since, arguably, political
geography can also be invigorated by greater engagement with theoretical
approaches that are usually not considered within this sub-discipline. For
example, as the last chapter demonstrated, large business-orientated non-state
actors in particular are having a significantly greater role in influencing the agenda
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of the Nepalese Government than has been usually apparent in the hydropolitical
literature (for earlier literature see: Muir, 1997; and Elhance, 1999, more recent
literature that address non-state actors see Arts, 2005; Perry, 2003; and Calame,
2008). In this case the political interactions of these groups are understood by
theoretical conceptions found in work on global governance from within
International Relations, rather than from within political geography. Additionally,
the relationship between Nepal and India helps to frame the hydropolitical context
within Nepal and, to some extent, explain the direction the nation’s hydropolitical
environment has taken. The internal politics and the weaknesses in Nepalese
policy making and institutions were also found to have constrained the progress
within this sector. Finally, it is apparent that hydropolitical activity occurs across a
range of political scales, both within and across political boundaries as different
stakeholders exert their power over transboundary waters. The context within
Nepal reflects how there is a need for hydropolitical theory to redefine and extend
the scales and spaces in which hydropolitical activity is considered and explored.

This thesis has not only been about these theoretical questions: rather it has been
fundamentally concerned with understanding what Nepal’s contemporary
political situation means in terms of water resources development and in terms of
how actions in this sector are indicative of broader patterns in Nepal’s
development paradigm. By interrogating the connections between these changing
empirical realities and how theorists have portrayed water resources in developing
countries, this thesis has aimed to demonstrate the place of field-based study in
understanding policy. It is argued that it is only by understanding the specifics of
each context, in this case Nepal, that we can properly comprehend how
hydropolitics works in practice.

186

This chapter provides a summary of the key findings from the research and how
these outcomes reflect or differ from the existing theoretical concepts. This is
considered with specific reference to the contested export orientated West Seti
Hydroelectric Project (WSHP). Finally, this chapter considers the limitations of this
research and concludes with reflections on possible directions for future work
within this area.

There are at least two factors that have influenced those examples discussed
throughout the thesis. Internally, Nepal has very weak and fragmented
institutions, making the role of the post-conflict state potentially very fraught. In
addition, Nepal’s geographic position as a small, landlocked country that is the
upper–riparian from India– South Asia’s most populous and powerful nationstate– means that all discussions about water resource development, particularly
transboundary, become connected to broader debates about this relationship. The
very nature of hydropolitics suggests that different stakeholders will hold varying
degrees of hydropolitical power based on economic, political and geographic
factors, which in turn affects the way transboundary waters are controlled
(Elhance, 2000; and Dinar, 2000).

7.2 Reflection on the research questions
An exploration of the relevant hydropolitical literature raised a number a key
theoretical concepts. Hydropolitical literature commonly explores the state-state
relations between transboundary nations and, within these relations, the literature
focuses on the asymmetric political associations that shape the context of each
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river basin. This literature considered the international laws and treaties that have
provided a means of framing the terms by which states should manage
transboundary water disputes. However, the internal politics of any nation can
alter and redefine the way in which hydropolitical relations are negotiated. Further
exploration of the hydropolitical literature found an impoverished conception of
who the major players and decision makers involved in transboundary resource
management and development are, since it was largely restricted to the
interactions of states. These concepts were formulated into research questions and
examined through the hydropolitical context of Nepal and the case study of the
WSHP, a hydro proposal that reflects the debates and issues Nepal faces in
pursuing hydro development. Here the thesis considers how these issues were
formulated in to research questions and, in the following section, reviews the
outcomes of the research.

Hydropolitical literature explores conflict and cooperation between states as they
negotiate the use and access of freshwater resources that transcend political
boundaries (Elhance, 1999). Within this framework, literature by Baillat (2004),
Dinar (2003) and Elhance (1999) discussed asymmetric political relations and noted
how geographic, political and economic factors create hydropolitical relationships
specific to each river basin region. As a small landlocked and economically poor
nation, the literature suggested Nepal held a weaker position in its hydropolitical
relations with India, despite most headwaters between the two originating within
the upstream nation. Baillat (2004) compared the hydropolitical relations of
Lesotho and South Africa to the Nepal-India relations and considered the historic
treaties that have contributed to shaping these relationships. This research sought
to understand the context of Nepal’s hydropolitical environment through the
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historic treaties and agreements between India and Nepal and consider the
geographic, political and economic factors that have shaped the subsequent
hydropolitical relations between the two nations. It is only by framing this context
that we can understand the inherent weaknesses that continue to inhibit Nepal’s
hydro development.

Secondly, the examination of Nepal’s hydropolitical context was further
complicated by the recent political changes that had ousted Nepal’s ruling
monarchy and re-introduced democratic governance, providing opportunity for
changes to the way hydro development is pursued within the nation.
Consequently, such changes instigated new policies and goals by the leading
political parties. By considering the political context of Nepal, this research
examined the emerging goals and policies of the coalition Government and sought
to frame how the case study of the WSHP might alter such plans.

In addition to these state-state hydropolitical relations, global governance and
International Relations writers have noted that the growth of global civil society
which, along with the increasing integration of the global economy, have meant an
increasing role and influence of non-state actors and civil society groups in
international political relations (Arts, 2005; Chatterjee, 2004). Two distinct theories
of this literature suggested that particular groups and individuals are empowered
or disempowered in their ability to access and influence the government. Firstly,
there is noted debate over whether the nation-state remains the ultimate ruler in
international politics or whether non-state actors and civil society groups may be
the initiators of fundamental change that may overrule governments (Arts, 2005;
Cutler, 2002). Secondly, the literature suggested that there is a clear hierarchy

189

amongst the various non-state actors and civil society groups, based on the
economic power, and resources they offer and the structural dependence of
governments on specific groups which, in turn, enhances the domestic and
international political status of the actors (Calame, 2008; Arts, 2005).

The extent of this influence within Nepal’s hydropolitical environment was
unclear from available literature, providing a rationale for this research to explore
the context and the agents involved in greater depth. In order to examine the
extent of this the research used the case study of the WSHP as an example of the
various groups and actors involved in re-directing and shaping Nepal’s
hydropolitical development.

It was hoped the findings of this research would assist in understanding the
integrated web of agents involved and their individual hydropolitical agendas so
that central governing bodies could ensure they are pursuing developments in the
best fashion for their nation.

Finally, this research sought to reflect on the outcomes of the study and refine the
understanding of hydropolitical actors and agents to improve the existing
hydropolitical theory. The fourth research question aimed to reconsider how the
research findings may or may not have highlighted the need to re-theorise the way
in which hydropolitical contexts are examined and the role of non-state actors may
have in influencing this environment. If International Relations and global
governance literature is to be accepted, hydropolitical theory may need to redefine the parameters of the agents involved and power relations between these
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groups within specific hydropolitical contexts. From the four research questions
there were several key findings on which to reflect.

7.3 Key research findings
Chapter four examined how the historic political treaties and the transboundary
relationship with India continue to shape Nepal’s hydropolitical agenda. The
asymmetric relationship of India and Nepal reflects the typical hydropolitical
transboundary relations outlined by Baillat (2004), Dinar (2000) and Elhance
(2000), where the smaller, upper riparian state is geographically advantaged as the
natural origin of many of the regions transboundary waters, but is pressured in to
signing documents through economic and political circumstance, further
disempowering their regional water status. The transboundary water treaties
signed by the two nations have increasingly disadvantaged Nepal’s ability to
access and developing these waters, while securing India’s presence in Nepal’s
hydropolitical agenda.

In addition to the overarching influence of India, Nepal’s ad-hoc water policies
and inefficient political systems have created a messy and confused context for the
direction of hydro development of the nation. The series of unclear policies
developed in the 1990s and early 2000s and, more recently, in the plans and goals
of the Maoist-led Government elected in 2008 continue to restrict the country’s
hydropower system with a lack of full implementation and monitoring
programmes. Maoist-led goals and plans for the nation appear caught up in the
hype of fast, widespread development to propel Nepal in to economic prosperity
during this period of political change. Yet their plans are based on weak and lofty
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goals that few local and international agents support. This weak disposition has
exposed Nepal’s hydropolitical environment to a range of business interests able
to manipulate these conditions to pursue hydro developments that are less
advantageous to national interests than would occur in a politically stable and
strong economy. Despite the possibility of such exploitation, it appears the
strength of the country’s civil society groups and political instability has, until
now, prevented major resource exploitation.

If the Government is to prevent resource exploitation in the future they need to
openly recognise the inherent weaknesses of their position and work collectively
with a range of stakeholders towards programmes focussed on delivering
widespread benefits across Nepal’s population. Achieving this may mean some of
the large hydro projects will still be developed, but under strict guidelines to
minimise effects on the environment, society and culture. A stronger approach by
the Government when negotiating with international project developers and
multilateral organisations would be ideal, but may not be realistic, given the
disjointed and unstable nature of politics in Nepal. For this reason, it is possible
political leaders will not see the need to enforce the regulations and monitoring of
this sector until they experience a degree of exploitation by the multilateral
organisations dominating Nepal’s hydropolitics. It appears most politicians have a
good understanding of what is restricting Nepal’s progress, but are constrained in
what they can do, while a handful of politicians (some of whom have managed to
gain key positions in Parliament) cannot recognise the importance of regulating
the system. This is unfortunate, but some exploitation seems the most likely
outcome given the haphazard and disjointed governance in Nepal.
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Chapter five explored the Nepalese case study of the WSHP, as an example of a
large scale hydro proposal, and associated debates about its merits which reflect
the wider development issues faced by the nation. This hydroelectric dam
exemplifies what could be a good project for the economic development of a
nation struggling to progress. It will be funded, constructed and overseen by a
range of multilateral organisations that specialise in such developments. However,
the project continues to stall and looks less and less likely to go ahead, for a range
of reasons. These include the reluctance of the ADB to finance the project because
of risks associated with Nepal’s unstable internal politics, the ability of other
interested parties to convince the Government not to go ahead with the project and
the perceived links to dubious roles large multilateral stakeholders, such as the
ADB, may have played in other developments. Political risk security may be due
to the internal political instability of Nepal, the ability of other interested parties to
convince the Government against the project or a correlation to dubious role large
multilateral organisations like the ADB have played in other development projects.
It could also be suggested that these dominant actors might hold less of an
influence over the Nepalese Government than what is apparent.

The reluctance by the Nepalese Government to continue to pursue the project and
reinstate the project licence may also reflect an uncertainty about their ability to
manage the powerful international investors and developers attracted to the
freshwater-rich nation. Alternatively, the Government may be hesitant about the
actual benefits Nepal will receive from the project and, instead, have heeded the
calls by civil society groups and individuals to reconsider implementing such an
environmentally and socially exploitative proposal. Other reasons for it failing to
go ahead could be the result of Nepal’s civil society exerting greater influence over
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the Nepalese Government. Alternatively, the non-state actors originally pushing
the project’s development may be disenchanted with the lack of progress, get cold
feet, and give up on it.

Whether the WSHP is developed or not, international developers will continue to
propose large scale hydro developments in eagerness to use the small nation’s vast
fresh waters. This is largely inevitable, given the economic prosperity that such
resources hold for large multilateral organisations and potential foreign investors
and the otherwise limited nature of Nepal’s economy. How the Government
chooses to deal with the hydro proposals that arise and the policies they pursue for
economic progress will, most likely, continue to reflect the extent of influence and
the role central stakeholders play. Just as the WSHP highlights the influential role
of multilateral organisations, such as the ADB and SMEC’s WSH Ltd, other large
hydro developments will reflect the respective influences and agendas of various
stakeholders. To ensure development is in the country’s best interests, the
Nepalese Government needs to learn to balance the pressure from multilateral
organisations and local business groups. If they do not, the Government risks
pursuing developments that exploit Nepali resources and burden the nation’s
existing weak economy with further debt for the benefit of foreign interests.

Furthermore, the Government needs to recognise which projects will be beneficial
to developing and progressing their economy with the assistance of cooperative
investment. Employing the experience and knowledge of local water resource,
economic and political experts such as Dr Gyawali, Dr Dixit and Dr Lohani would
provide the state with carefully considered perspectives for directing or reformulating the hydro development of Nepal.
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Throughout chapters four, five and six the interests and influence of India was
examined as a major consideration in the history and future of Nepal’s
hydropolitics. As literature has shown, India maintains a dominant position over
its upstream neighbour, due to the series of treaties negotiated during Nepal’s
periods of political weakness (Baillat, 2004; Dinar, 2003). Together with the
regional economic reliance on India, Nepal continues to formulate national
hydropolitical agendas that favour Indian interests. The WSHP is a further
example of India receiving maximum benefits (a cheap reliable source of electricity
and regulated water flow) at no apparent cost to themselves. India has sustained
their position as a key stakeholder within Nepal’s web of hydropolitical agents,
although Nepal’s politicians and other stakeholders exert varying opinions on the
hydropolitical relationship that should be fostered between the two riparian states.
Past hostilities between these states have encouraged some local business people
and water resource stakeholders to argue in favour of reducing India’s political
dominance. Yet other hydro business people and multilateral organisations
endorse the need for the two countries to work towards mutually beneficial
resource management, a goal that would help to settle political disputes. What is
clear from the Nepal-India hydropolitical relationship is that the two nations will
remain a fixture in each other’s hydro development agenda due to the political,
economic and resource reliance on one another. For this reason alone a more
harmonious relationship would be favourable. A solution to past and present
hydropolitical tensions may require the renegotiation of some of the historic
treaties.
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7.4 Addressing the research aim
The aim of this research was to explore how traditional hydropolitical approaches
may be re-theorised to overcome the current narrow focus by which hydropolitical
conflict or cooperation is negotiated. By focussing on the case study within Nepal’s
hydropolitical context the researcher sought to explore the various stakeholders
involved and their agenda for the nation’s hydro development. This was
contextualised by a description of the political history and contemporary political
environment of Nepal and how the current Government is choosing to pursue
hydro developments. This section reflects on how the outcomes of this research
have addressed the objectives.

Firstly, this research illustrated how traditional geopolitical concepts of territory
and territoriality are being challenged and reconstructed as a variety of non-state
actors, civil society groups and individuals are having a greater role in
hydropolitical decision-making. This research found that, although the Nepalese
state remains the central decision-maker, holding overall control over the
upstream territories, other hydropolitical agents are working to assert power over
the same rivers. Consequently, territoriality– an expression of social power over
space– is being exercised by these different stakeholders as they work to exert their
power over the transboundary waters (as asserted by Sack, 1986 in Roth, 2004).

Additionally, this research explores the dominance of economic and political
power in the control of the physical geography within inter-state riparian relations.
Examining the historic hydropolitical relationship between Nepal and India has
emphasised the continuous presence India, holds through its economic and
political status, in Nepal’s hydro development agenda. The exploration into the
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hydropolitical history, India’s pressure to develop export-orientated projects and
the economic reliance of the landlocked nation on the regional hegemon highlights
the fact the India will remain a factor in the hydro development policies and plans
of Nepal. This reflects the asymmetric power relations between inter-state riparian
states where the state with economic, political and military power benefits, despite
the origin of the transboundary waters (see Haftendorn, 2000; Dinar, 2003;
Elhance, 1999; and Baillat, 2004). In an increasingly connected world, global
governance issues are presenting states with the added challenge of negotiating
relationships with a variety of new stakeholders, as examined in this research. The
interactions of these groups demonstrate similarities to the hydropolitical relations
between states, non-state actors and civil society groups or individuals where the
relationships are, dominated by those with economic and political power.
Therefore states, such as Nepal need to recognise such relations to ensure they are
not heavily influenced by one sector of the hydropolitical society.

7.5 Limitations of the research
This research was limited by the broad and complex field of study it was situated
within. The fast changing and unstable political context of Nepal and the language
barrier were two key limitations that influenced the outcomes of this research.
Conducting research in what had been a volatile and unstable political
environment was a challenging task from the outset. As previously explained there
were thirteen changes of Government in Nepal between 1990 and 2002 (Vanaik,
2008). During the field work (November 2008 to January 2009) the CPN (Maoist)
party was struggling to maintain power within parliament as coalition partners to
the Maoist Party, the CPN (United Marxist-Leninist) was showing increasing
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support for the Nepal Congress party. In May 2009 the CPN (Maoist) Prime
Minister resigned due to disagreements surrounding the dismissal of the Security
General, but the Party remained in Parliament. The period of time in which this
research was conducted was a limiting factor to gaining a holistic understanding
of the political context. However, the volatile nature of politics in Nepal was
apparent throughout the nation’s history. If the research was continued for a
longer period it may have shown a progression in the attitude and direction of
planning or a change in the influence and status of the wider stakeholders in
relation to the Government.

A second limitation within this research was the inability to use the majority of
information gathered during the joint field trip to the villages in and around
Deura, the dam site area for the WSHP. The various interviews, focus groups and
series of village meetings attended provided a wealth of information from the
people of this rural area whose lives were to be affected. They held poignant views
about dam project, what it would mean for their livelihoods and strongly
expressed their frustrations about the failures of the West Seti Hydro Limited
company to communicate with them. However, whilst valid, this information was
superfluous to the wider context of the study which focussed on the variety of
hydropolitical agents at a broader scale.

7.6 Future research within the field
There is potential for further research within this field to continue expanding and
exploring how agents and actors outside of the state may influence or direct the
hydropolitical agenda within nations. Case studies like Nepal, with a natural
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abundance of fresh water resources, a long history of transboundary negotiations
with neighbouring states and weak internal political systems, present interesting
examples of complex hydropolitical contexts. There are two direct avenues within
this field that could continue this research. Firstly, further research could monitor
or examine the progress of Nepal’s hydropolitical environment in a decade’s time.
During their time in Government, from May 2008 until May 2009, the CPN
(Maoist) party proposed hydropower development goals (explored in this
research) to pursue rapid hydro development between 2010 and 2020 for the
nation. Re-examining the progress of these propositions and further changes in
Nepal’s hydro sector after ten years would, hopefully, allow time for the national
politics to settle and begin pursuing national hydro development plans. By
reflecting on similar issues and the influence of such stakeholders could build a
long-term study from this initial examination of the Nepalese context.

Secondly, the outcomes of this research have created several points of interest that
could be considered in other hydropolitical case studies presenting similar
contexts or features. Countries such as Lesotho and Laos are both geographically
small, landlocked and economically poor nations politically linked or influenced
by regional powers, yet they hold a wealth of natural fresh water resources. The
variety, power relations and influence of stakeholders involved in the
hydropolitical contexts of both nations may provide similar or contrasting
information to that explored in this Nepal case study.
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7.7 Conclusion
Hydropolitics is an increasingly complicated field of study. Fresh water
transboundary conflict and cooperation is no longer restricted to state-to-state
negotiations. As the political environment of Nepal has changed, so too has the
hydropolitical context. International and local stakeholders outside of the state are
playing a significantly greater role in influencing governments’ hydropolitical
agendas than traditional literature suggests. To avoid manipulation or exploitation
of Nepal’s fresh waters, the Government of Nepal needs to recognise and work
with the full variety of stakeholders within this nation’s sector. The Nepalese
Government appears to have close relations with multilateral organisations, such
as the ADB, which holds an insider position with the Government, but maintains
an agenda on economic development that could be less beneficial to the state than
is suggested. Conversely, stakeholder groups such as water resource experts and
environmental/social NGOs hold greater experience and understanding of Nepal’s
hydro sector, but their opinions and knowledge is disregarded by the
Government. Local business interests hold varied views which are not openly
acknowledged by the Government, although the state is clearly aware of the
importance of their role within Nepal’s hydro sector. There is a hierarchy amongst
the different stakeholders that reflects their varying degrees of economic and
political influence over the Government.

This research explored the hydropolitical environment of Nepal through the
empirical documentation of the opinions of key stakeholders and the political
context of the state in the early stages of the re-democratisation following the
abolition of the state’s monarchy. In addition to this documentation, the research
sought to extend the existing hydropolitical literature by reconsidering the agents
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implicated in negotiating conflict and cooperation over transboundary waters.
Geopolitical studies of hydropolitical issues need to reassess the wider interest
groups and actors that may be involved within this sector, in order to consider the
impact they may be having.

It is hoped that this thesis will serve to contribute to a body of knowledge that
people can refer to, in order to build a greater understanding about the activity
within hydropolitical environments.
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Appendix
9.1 University of Otago Ethics Approval Documentation

HYDROPOLITICS OF NEPAL:
THE DEVELOPMENT OF FRESHWATER RESOURCES
INFORMATION SHEET FOR PARTICIPANTS
Thank you for showing an interest in this project. Please read this information sheet
carefully before deciding whether or not to participate. If you decide to participate we
thank you. If you decide not to take part there will be no disadvantage to you of any kind
and we thank you for considering our request.
What is the Aim of the Project?
This project is being undertaken as part of the Masters of Arts course in Geography at the
University of Otago in New Zealand. The purpose of the project is to explore and
understand the policies for freshwater hydro development in Nepal and the potential
outcomes of these developments.
What Type of Participants are being sought?
Key informants are being sought from four main groups:
1. Rural peoples from areas affected by hydropower dams, especially from villages
along the Seti River who will be affected by the West Seti dam.
2. Government officials, ADB employees and supporters of the West Seti dam project.
3. Nepalese academics, media and NGOs who have a specific interest in hydropolitics
in Nepal and have followed, reported on or protested against the West Seti dam
project.
4. Anyone else deemed appropriate to this research.
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What will Participants be Asked to Do?
Should you agree to take part in this project, you will be asked to answer questions or
provide information on the impacts of different freshwater development policies in Nepal,
from a personal or professional perspective (as appropriate). Participants will be asked
about the perceived impacts, benefits or limitations from such developments and what
these could mean for them as an individual. Participants will also be asked what sort of
policies they view as most appropriate for development of the nation's hydropower sector.
Interviews may take about 30-40 minutes and focus groups may take between one and two
hours at most.
Please be aware that you may decide not to take part in the project without any
disadvantage to yourself of any kind.
Can Participants Change their Mind and Withdraw from the Project?
You may withdraw from participation in the project at any time and without any
disadvantage to yourself of any kind.
What data or information will be collected and what use will be made of it?
Information will be collected from the participants’ comments relevant to hydrodevelopment in Nepal. This information is being collected to assist in understanding the
hydropolitical situation of Nepal and the wider impacts hydro-projects may have for the
country.
Participants are asked if they mind having the interview or focus group audio-taped for the
benefit of the research, but are welcome to decline this.
This project involves an open-questioning technique where the precise nature of the
questions which will be asked have not been determined in advance, but will depend on the
way in which the interview develops. Consequently, although the University of Otago
Human Ethics Committee is aware of the general areas to be explored in the interview, the
Committee has not been able to review the precise questions to be used. In the event that
the line of questioning does develop in such a way that you feel hesitant or uncomfortable
you are reminded of your right to decline to answer any particular question(s) and also that
you may withdraw from the project at any stage without any disadvantage to yourself of
any kind.
This information gathered will be used in the writing of the final Masters Thesis and only
the researcher will have access to it prior to the printing of the Thesis.
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The results of the project may be published and will be available in the University of Otago
Library (Dunedin, New Zealand) but every attempt will be made to preserve your
anonymity.
You are most welcome to request a copy of the results of the project should you wish.
The data collected will be securely stored in such a way that only those mentioned below
will be able to gain access to it. At the end of the project any personal information will be
destroyed immediately except that, as required by the University's research policy, any raw
data on which the results of the project depend will be retained in secure storage for five
years, after which it will be destroyed.
Reasonable precautions will be taken to protect and destroy data gathered by email.
However, the security of electronically transmitted information cannot be guaranteed.
Caution is advised in the electronic transmission of sensitive material.
What if Participants have any Questions?
If you have any questions about our project, either now or in the future, please feel free to
contact either:Lucy Petheram

or

Dr. Douglas Hill

Department of Geography

Department of Geography

Email: petlu768@student.otago.ac.nz

University Telephone Number:64 3 479 8775

This study has been approved by the University of Otago Human Ethics Committee. If you
have any concerns about the ethical conduct of the research you may contact the
Committee through the Human Ethics Committee Administrator (ph 03 479 8256). Any
issues you raise will be treated in confidence and investigated and you will be informed of
the outcome.
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9.2 Example of Kathmandu Loadshedding timetable 2009
The following tables are examples of the increasing loadshedding that occurred
within Kathmandu during November 2008 and January 2009. Power shortages
increased until late February 2010 before national hydro dams were able to
produce enough electricity to reduce loadshedding.

Table 9.1 Power availability in a suburb of Kathmandu, November 2008
Day of the week

Morning (24 hours)

Evening (24 hours)

Sunday

0800 -1400

2000 -0200

Monday
Tuesday
Wednesday
Thursday
Friday
Saturday

0800 -1400
0400 -0800
0200 -0800
0200 -0800
0400 -1000
0800 -1400

20000 -0200
1400 -2000
1400 -2000
1400- 2000
1700 -2100
2000- 1400

Table 9.2 Power availability in a suburb of Kathmandu, January 2009
Day of the week

Morning (24 hrs)

Afternoon (24 hrs)

Evening (24 hrs)

Sunday

0800 -1000

1400 -1600

2000 -2400

Monday

0400 -0600

1200 -1600

2200 -0200

Tuesday
Wednesday

0900 -1100
0700 -1000

1500 -1800
1400 -1630

2300 -0300
2100 -0100

Thursday

0500 -0800

1400- 1800

2300 -0200

Friday

0800 -1100

1500 -1700

2000 -2200

Saturday

0300 -0700

1500 -1800

2000 -0200
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