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***** A landlocked Himalayan kingdom between India and China, Nepal ranks among the world s poorest countries. In 1990, following a
democratization movement, the country became a parliamentary democracy under a constitutional monarch. Although this led to a process
of economic restructuring and market liberalization, more than a decade of political instability and nearly seven years of increasingly dire
internal security challenges have seriously hampered Nepal s economic growth and reform efforts. After several years of relatively robust
growth, the economy is reported to have contracted in the fiscal year ending July 2002. Compounding the country s difficulties was the June
2001 tragedy in which 10 members of the royal family, including King Birendra, were killed in an assassination-suicide, reportedly carried out by
Crown Prince Dipendra. At present, the Kathmandu government faces increasing pressure to end a 7year-old Maoist insurgency that has
caused widespread violence and crippled the Nepali economy. Nearly 8,000 people reportedly have been killed in the insurgency, with some
two-thirds of the deaths occurring since the Maoists broke a cease-fire agreement in November 2001. In May 2002, then-Prime Minister Deuba
met with President Bush to discuss U.S. financial help in suppressing the insurgency. Actual U.S. security assistance to Nepal was $14.
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