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T SicrET ATeTSHT O SRl ATl e | SoTerdr T i et Yo arATE o
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TG AP [AhpTah! ATEROT

T TEHT A dSi A, e aehi, R EwE, s e, ERea awg
IUEA T AMF q@gR MR ATegwae S ¥ A A T T SAeeaib!
e R were wEAE wEE afife R abeg)| e aiie B
TATAATATS B (e-GHT C ey | TATAATH T AT AT &=H T Td=aH 9,
TAATH AAIR, FAATH TATTHT AeAHATE o Taxer A HEAS TS | Faqad=T4r
wEE OGS [, e werhiw, {9 fEwE, SN faw, e qarar HEi,
ARIEET aeq IcMed Sl M e Fame anEE o 79t gy, 74t 5, @iy,
drefeaT, &, seremon T gemeier wifdE Prarares guEe gy T |

T i [T T qEdl SHdT T SUGsy 9iae Giddh] QIEAs 8T | T qear
IJUASY ETHAT T AT AdHTH ITNEE T A e gifee g7 ey | A s
TGP A=A AT HATST FEANTT WA (Institutional Capacity) ¥ SERTT gma
(Institutional Governance) ATIYh ‘Té@' |

ATMeTeRT-9
it s duar
&1 RIS

ATfefes erear - THE Faee

Ao &Har . i difee

ElEIEEE R N SERCHICE

FEANTT &qHaT - o grdeE
Local Economic Development =C x R, Where,
C = Local Area Capacity (Economic Capacity, Social Capacity, Technological Capacity, Institutional Capacity)
R = Resources available at local level (Natural Resources, Physical Resources, Human Resources, Financial
Resources)
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W@HWWFW A e aREre I, T aitdE e arEte
8, GEhrd & qur el SEel qREred T, ?aﬁﬁwmwﬁ%wﬁs{a@ﬂﬁz
T &S T AMAD BB THAH! AT [AHE T ILYIZE® TWH! g | Taf
T e T qEE T S W A A A A B W e
FHRER AT 8 1 TEW-aT ¢! T TBHT AT FehTdAT g AbuaT AdF &7 TEg |
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(%) TIHT THR G5 UA, 208Y:
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FAMR T AT FFeeell qaie 7, T 98q T a1 SAMRE Hed a9
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FhicrEgT aife FFEies Qs g1 99 Ul THE s e aFad
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SeHETHAE, [l Ffaha UTH 9 @i, Sar! Saqeas, AR T AR agH,
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TAITaTE T THEUHT |
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AMIF [T AeAgHT AP HRAEITH aUS! G| T9 HEee T
AT AT T AW 4R FeT Gk, TIEA ATdE FHha a3 9T
o, ATMIF WIRBIBIR! &A1 9T G T Suqeierd e T i
YALTHT AR 93 AT GAF T Y0 AT AFHe® Tedd TWH G | T Il
TGH] HeAGHA ATCIEd Ued T A TRAHH g | T9 aFa-dl qahee
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Aot e famg | R e =afwn wat Rt B T swexedr R
g T T2aCT ARFEE AT g | el gar qiawd favg | Tamia s
Fpra®! i faer FEEET WO R aEeEsde dasan 14 fe G
T AIMCTHRT HIEAHAE USRI Gl T4 Aiobeag | el qierd fort safhead!
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T qEeEc dd AR TEqd TP TAEEH] ATIRAT T Adq-acs

TAETH ST dFeg |
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FIST U9 @leRk HIeT forshl, wieT Fer Tas! R, Mo e, I
Rfercar qar s | SuaET T3t SHaEEH! YA a1 Weied! Fadad FEr
T G| SHAEIIE Sond g oAb o WHE A1 el a€q a1 A Akl
AR T AT AT ICAET BT A& a1 a1 WG T [ooh! B8 TagH | T
TEcl a9 [@HE FRHA TOA T SAEAS [GwhEs! i q@rgr Ha,
SHAFAH] T TAT FSAAAH] AN SAEGAE ATAARTRT Goral, STaAFTIHA
AND! AT [T T AT b BAHAD! oo, Taeed qqard Taeg=eh!
e, ot cueEEm TH SEeT R WIchTEd, oW degdhl €I e
PRI Ae® TodTed 71 daag | TIMT Tedhl S SJaauh] [dmeh!
A T Tl AT TS AT TFHAT AT T 9ag | SAqEH] TaMgT
T WATETE a0 T FAfdTs TauadTar S Jedres 19 aihg |

AMIF YATaRH! B ST TA TR FAgTHl AT ATfh qaremear
A THIEG | T TE SN ARATIH GE AN SN YH T T
e | TG AT ATHAT STAHT BT AN T AT G T AW Arelstivies
AR FRTH AN T GFg | ATdE qAaRE [AETHAT AEetd b
SHAEAT AN EHT G | TGA A FAFTAAET @ g |

R o] ST Ol RERRTTETH SCIa g AT qd1 feaaied
FSAAT TN WUHT, WA U YT g A a1 F&aar eqiyd queat a¥
BT AT FIATHAT TEHT U1l [T Icaraars I Eid T4 Fivey T T J9alls
AR Tq A=A SARAT Foad T Al JeAEAAE AqUAEAH! TS
ata gads T T @ Ed a€d (Niche Product) I Avdied A€o Eﬁ
ey | faREd awgH! ScETa T AiidE aREEaE. SR g | a6
M ASAHT Fq8qE Ya Teg | [EReEa aeqh! e Fagadas gar
THHT @ Tag | FHA0 aEqe® @RIET aeqdh] ®IH [@H™ T qieg |
qTedTehT SR Ao, JoT e, e, Tt e, o131, Fear T Aeiqe g,

TS ATeTs e aeqeh! €A Ja49T T4 afh qraraT &l 3§ |

FAT AMYH (@I T AdF FHEaa AN wied, HU T Idrs @
TAHEHAHT T FqeTS] e | A FE & TR qI7 qANCHE AHT &3
e T dF ] UL |

FEN o T el aanm wamE aifds Fems g e
Al fasTaent TRl TEINTa &AHaT fashTaeTe e THude | I9 AT i
AT TEAT TAME AE FEE el T TRy | R
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Ty arEEEE A T AEeE e | B a9 ey A qae
YHTI T AEASAHBT THIEE | T GEele e Sl ©9d e
THUEE | T T8l AT U q97 BEAATS SHaaEaAl S sy uE e |

(W) wra Gt FeiT Joe aeRe 99 wreatwe fraredeear wiksfee qen
SR e (CTEVT) g T e 96T Geelsi T ¥ caeeara
qqT WiAfaE v Tde qar Ty g5ardd T i@ Business
Incubation Centre Fﬂ—g aﬁaﬂfﬁ‘{ EEHCRRCEREANC I S E ) WW@
T Fens Uh AuRErd et ©TH @A T8 B Geiee T e 18
WA USRI T g | T deaeel AFHT Il I qFG | T
AT &FAHT AATAHT ANET TG MUK AT Gsiieb! AT U Hewaqul AT

O &7
ATfeTeRT-

LRI R R E A ke 2 M1 B e R P B s B e e AR PR S

aiffer TR gl FUEE

o e greedt Fee

T ATdE qatar o aeerdl Freiee
faRieET avg Scaes wverdl FiEE

e gE A qFedl HHeE

AN [ gFa=dl HaeE
Sgaefiarar o Tt Freige

% I TE-Uh I Faedl HTIee
SEAH AN qaR a4l HHee

AR qeaeE T FEE

A A TR qrad Bl
rasE ol Fag qradl HAee

AT g4 qradt ®rdee

T g ar gEEad FEE
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FWWWW&W
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TIACEHAT AT AiHwg | TN Ush a7 A 9waT &1 STUl aUT HaarigE®ah! &
AT 74t T&T f9IT o T FATh! e al (o056 GFardl sqadash Tt
T gouOed g | TEAY SHFErEHT IUHT a9T cgaaiieed Siaw  forget
TG FEd FE TR WHEITAT AEAFA TS ACHT HGGERT G T
T (Red Ocean Strategy) wear 9= 3t ?‘lﬁ_cﬂ, ERIRC IS CIE @?L Tt
aEq ar JAT (Blue Ocean Strategy) T LM ATAFIT A Mg | TeIEAqT
FAI JAEEcs SATAAA] FAT T5 FARSNREHT ATIR YaM Tag | gl
JUH AT ARG TAf EHEHR] T @iielierg | TCEATHT SAgH qHI B
TEg | TICATH JACEH] FA 1 AUHI INEEcls YRS =IO TednT T
SR AEAYTHA Tag | FcReh! TIAIHT A7l U TIAT T3t S| Jaeec
FAATH o€ qIeR SqaE EAT, T @i gl i R, g e
AT TSI B ATATEITHT ATATHAT T4 |

TN A [ABTaHT Fel TN Fag®

(&)

T A erasr it Sioua g e T ifdes gaedrsT TIAr Wahl
F| PN TEH] AAAT AAAA AU PAFEEH] ANAH SaTars gl
TR | AGAT B HART T AMT GeATIAT WEHSSEAA O |
UTETHT AT ATATAHRT ATALATH G AL TAHT ST BTeiehT et i)
ety 5 | 9T AT @ [Tl TUET ST Aad @rd 9riiiee
WIN B 5 | AGHH ICHE HieR aag a8 BTHl WA MR afeiaT
FHH TUEARAHT BieH! et 5 |

el & ofy g aaear g1 get SEnht awar e aferar ge | Mo S
TUTh ATAIA & e el G | AT U THIH! TR AgAeesh! Fela
STEQT G | Sl SAee TSIaAT e hTeed! TrafHadar Hadhad! Jar S=al AT
SAFHIIE FATEDT T FET Bl Wbl G | {d Tl YS(laaah! AheqgHl Hdb|
T | TG, T, Fead T e T AIREAd AeaHae g g v
TIFT G | IAETH TACUHT HATT GEHFEES TNREHHT el IS
ExY

SeATEAH] &I ATge H Aaaq Ticgshl FRO gmiegar wuet g1 Tees
FHIART AT STHFT TAT i HEHTH TFadl qRUd TUH G| 98 A
& ghed Hic B e faias! SeFaRe Reres! R 9 Fdang
WA W@ AU G| WG FUCHE], B IUCHH!, U IUTE], HIGHAE!
IJITHT TGHT ST g1 TWEHT TERE R e B smar
F | IAEH T ITARGBIEEST T Al g |
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(%) SOTTeRT TS e T Qe SearedT ST T B | ST 9
AT ITUTE T AT 9=aT Ui foraeorr =it eame o Tt geienr gt
T rEE 99 IO AT HSHEHT TUAHT TEEEdEE ASaHT AideeHr
el AT THT AT U | AT SSTHT Hewa Ul H-ATTTEEH]
gt O qar A9 (Finance and Economics) TI&aT qﬁw
Y Aqeabl fFar RUET saear uf g1 J9HT HROT Geh AT AREAT T
JAEARAT A T THHT B |

T A e FE wrfdee

() BRSAT ATARG T N e T A9 IShaT IAeh! Hhma
FROT ANGF PRATHaIe® e TAT T deeh! ASidd SAET Weal af Tt
A qa1 W% ATEIE Bivgd g BT gLl Hiawd AdE Brarwaiee
&I BIEITHT hivgd g ATl Y| Tl AL AMdD a4 3059-63 &l
T ATHeFAIE U WETAH] BRSAT AT AT frbrgers afe A
T | SR TN 3 S oo AR SIS Telal HRSAT b T
Al | FedTTh! ARET T4l ATEIEH] SAATs B qdN THN &7 [@HE T
iy | sl AT T e T4 AraarEat sAars Al g BRERAT [FaH
T Gibeg | BIEANUGHT TE ATGAEDT SACTS A5 qHb! BIRGAT T
T Hibeeg |

(@) Faee AaRa ade Fem: Jaaw s faa Facean aids e
FRIHH oA T AebT GFAEAT | ST (SleaTehl ZTa01 &rars Argl Icdie-
&, el SO0 fAdre Af7 Icaed &4, ®Urdelh! AAER A de
ICUEH &, SAUCATS T GHDHT ATAT & ANTHAT TAFAT T Alebeeg |

(1) Rl aeq ISt ARG A TUCTAT A, HEAA, A T BT
AT AT ATENNEF SAHT AEAHAT G | T ICAE AN HeTSg T AqTadelrs
grcaTed. T4 |

(57) TRl IUEAD @Ud: AR T Ieaeaarg Acded THde | Tarerdr
fraeata wHeR aege T OH HETEIH AANdd Rk et 5|
TAT AR T Giobgg | Aol TWRATADT BrAerde® TR g Q6T dle,
TE AMCATS THHI T = A XD G| HU Tl B @G &l
T HARAs TAHEAH TEH F | TP TR T e
HIERATE WART T TH! G | HTd T qeel Aialels =@l 9 JaTda 5
T T FIHAS AcdET Wl g |
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(T) gEvEE FFA A faeae waiean add=q aieR e Hemenr aifde
gAFT FUSEEHT YA 9 e NI qur FEwHars Fea e | 99,
TN, AT, qdad, =W e HEHFHr WA q9ides qoar YemaHE J@eht
T eI TAfErE A AT, WS o e qefeTerEr 5 A g
o et A M FH SRAEAT M B UTe | i@ Jar ATARTRl AT
MEAHH TEAT EAATS oo WAHEHAHT Ted T |

R

HAFH! b it € s B g qdg, a9 o wari e e
& g | T AiE G adene Wi Se e A @ | e S o
FHET a9 AT T AMdF [FhrEars Siaid WAHEar ThH! 5| Aeh! AMdF [FAbTHH!
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ATLMET HIAA T TG4BT | A AATaed GAY i A B b A qa7d
I e A T Feve BY W g ORd Uoid WeAredel Hihd €9 T
AT AT ATART AT FHET FHEM AT A 0E T BAHHB] AAZGH T4
AT THET Mg | T A T&T 9 ooie @9 a1 ATASAIRT T e aET
FHH YA T U TG Ul AR T A G T AT R G TR erg
T 3N W A He oA e A g a9 IUSEadl BRI 9N ave
FTAHH T AT A FEAFAE] THT TTER FAFEIT g G| TG THE
AU = AOHATHT THAAT TRUHT HAAY I @bl 5 | T8l Al rifafer qar
Rl STRATUCT UA, J08& Bl THT (% A TFHA e qdl BRHA HAadT T
THAET RUHAT AT UTHT THT X3 A o9iE T HREFHAH] ATAT T HedlgH T T
e U TRUHN G| A9 WA FHIGH HRE ©TH GEaer T AAiE € o
T ATEA AT HeATZHA T SHaedT TRUHT G | TAHT AT STTaFH TAEaH
& ThH! S | Toh TGP AT U AR WA g TR G BT THEH
AT eATgh T+ T GHIAT J BTH A SUTcH Al TAABI g Taer
AN g AHAT e |

. WEANHE WRE YOl THEHIT: ATATST, FoiE. T HRBHABT TERT T TAEHT
FAERI WS GRE JOTCATR! FTATEIET BAT a8 o g | Siicds Tar =i
AT AT HIAHH T A AEh @NE HTAH! qTe T T @RE T G AT
AT HTAHH o T AASTARED] THT T AHUH! SSCHT FFIA T HIES 575 |
@GR FEF! AN ToAS TAT FEFHABT TAT T AAG ABHT GBI T
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T IR g | GRS AU BRATE ] THT T9E HIAHH T ATASAIH ATATAHATTAR
GRE FHAH! AAIIHAHT qea T TR AeqTT FidaqT (Market Survey Report)
BIEGEA FETA AT wiEfee® =@ (Technical Specification ), SRSl AT, ART
ATHEEET A T, JuAeh @iE [l T A fl aqene afiw g s
g A Wl FART FHEEH AURA GRE T& AW T A6 GRS T o
T W ATIRAT ARUHT THIAA WRE BB AN PRI HEEae qient
TR g Eg | T TEA TAK HTAHT GE-IA] AEAAE HHIEeR] GHET T o
T TG TCRATHT SEETEg A9 GHREHT TRUEE AT Aled 6 TAN g A |
BEATH R 0 TS GEANHE GREGEETH AATT ACATTHT SIITHT ATCTHH!
FHEGAA UH GEAEE TeT FUHT T8 g | 790 qadHT Friee 99 W WK 9
FAAHT I AATTIAA S0l o TUTATDT aoe. HAB T FHIAAT Aard TRUH! gaT
A @RE AT 97 T ¥ e @iEst A o e TR g7 9w et
W AT T ATENE AR 73T Aedh g g | aardEr 9 @Re A qarE
S ATTF ATACE G BREEHT I qar qEe Teg | A @i Ao
AfpuaRT Wi @RE Fri®! IR0 fa sEedr wua Fai-ad AT a1 BB HD!
ATIAT @R FTHHT ATE T BT STFCIAAA [l T ThT 2weg o dATelsh o
AT WA U TE FHEAA G A TG WERA | T @RE B G g
TFT BT UeeaTS AT G §F Fohopl 2L | TG a1 WAt foed et
U W@ ILIT G BAFIAA (Operating Efficiency) WTH T+ |l Fa€dr W |
GRET HAGFIH HETT@ITOEH] TR AMH FddeTeed T HUeedh HHl
ﬁlvaéqil 3

o WENME WNE HIAD! HIATAIAH] AN T IR TAT Wl ARG
AEANF @NE ATHAT FEAIA T AT A WIRET GEs@E  (Haeed
A=t g AU GTHT |

o YA FRI®T THEW FATTHT HUPT TRETH ATER AR T AAEH g TaHDIT
AT ATAAAT GREAT AWHI G A7 WA @i saEas T g
ANATHT HedTgHT T SHAH] HeATgH D! AR (AT SHFFAT THTF HH T
e Aferebaw drar f die iUt Afde |

o WRE FED THST T TGO T H1 Jq T AT g7 T9HF g8l @RS
FIT AfEd T AqERHT Taeqaicasharl fafd g7 #fed wuar g w fwf
HADHT AEAUD] TIHT Wb JUAHT AT G BT Ed TN T 7w
TRAfer T AHTHT FrEE THR AT TS TE B g T B wa
ATEAR G Tohebl AGE | TG GEeeedT Ted Aeaa R T e qomest &
N ATaTF WH g |
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o TUE] WHTUR FHT FEET Rt gE RengAanr e aeafaa it wE an
THETRTATETS A A SEHAR Sarg adr FHiT & qaaer 989« TRIST
et ATATEHT (AT T B7f g Fopopl IGa | v G qar sraeens
BT TG Tl ST R G AT, 99 e S qeea ¥ weshn
T SAFAET AT Al T AGHD! AT (IIEET AN ATAILD] TATHHT AT
WOHT TS ATWTDT AT BT B GFI B A T SIS I A=)
a IE g A |

o TEGEF BRE FET ATER GRE GG FEEIT TAEFEE TEE AT T
TR FAET WA AT WW@WH@WW [ENIRIETEATCRY
&fadfd o BT TEhh! HSSHT WY BrAT-adT Tgar 4+ A>T a1 BAHA
memﬂg—vrﬂ%ﬁﬁiffﬁﬁm

o T fgde efw weiete aftw we S gudr o ge s Herees
(19 b qHA) caafead g Gl g |

Sfediad qrEaEED! MUHH! AR BHABH AATIEE Foic GHIGAT I §H 9T
TAT HTHHA a1 AASD] NG HEHT T T W AA GRE AT TR T T
TIEAN @RE AAH] ATARAT AR GHIAT GRE AT {9 sFaedl T4 |
ATER BT GHIEA W UEiUPRIgEds qral-da BT A7EE HRETE Mg 9649 |
TP AR AGF FRAEE o1 i JAEeE U, 088 BT T K8 T qEs«H
GRE UF, 0§ 3 T7 GIEA UH, R08Y T WA ATAR &0 {27 Ol T g
ATTF F| W AR TIH T T AT AR AFSHEEH! @RE B
TEEAAT FOEA (Contract Administration) FHEERY FATST & AIHTHT EICHRELSS
AT T T T AEIHATAR HAGFAETA GHEA 9¢ 70 fo fearg 1 g |
T A FEela AT G T Aaeh] AEAATA g1 FHIET o T
HAET dF AR g ok W AAIHATAR AT AT AR T AT
QEEAT TG SR gehe T WIE @E B T AvEier WerEd A
EUEREEas 708 &7 ®E WEEd THeT dEaE | caed aikg weEed
FTEEH! AT AATqIeEd T ATEA T FOEA Tl gfqaaa! wfds a8
a0 AHT T B FAATAT T AAGRTE R BT T Al AEawH
P IGHT AR AEAHE GG AT FRIT qEseE @ig U T e
AT ATAR HRATEN T S A, Wi foawor, wees HaRen, and aq@m=
T, i e T, B e ww aw F  agE e
WWW&%%WW% TechmcalNotes)GlT&TraW
w—wﬁao—@ﬂr;fqﬁﬂ Tt @i g qar FHeftrars qEaAr Feunil RS |rEsi-e
foroft ameraTdl wrear fafeedt @it @it qor 9T gvgitar S T AEeE 5 |
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Y. WA FI=A T AR @l TOEu JuTeiiel Hiai=aa: ATde o= Joret:
TG YTl N G Sevd Wi ¥ A BRIER €og T8 <qT bt
B 0 HEAThT Yidhel WHh! WEawh! TIAT B TEg | Alidw B T4 o
JALETed U, R00s a9 FoHEe 06l o #Alfde HRER el T Femsr 32
B T AR =0 Jonell HaEia €9H TR T AN T saeedr TRuh!
WOAT 9 RO ST T T AR ©TH GAE qAAE AN ST 2 T
FHH FUHT IG5 | A HT ATIR HeTodl Ha=a% HEieded AN Ha=a0 Jumer
HRfgel W A T A AnReT ATaRE g s Feeee aed gomedt
T ®OHT TR T AN T W@ Wbl g1 A Bl AR T qEd 6wy
TATCE, T TAT TAHEd] AATd ATfael TEal JOell R T SRauar 9 HeTerar
o= Frtes T Sfeafeq A=raae®e Tawi TAHT (Agency Level) THIAT foawor
Jodd T é‘%’@ﬁ HIAT I HRIEARET (Transaction Level) Bl ATdRE FF=a
JOTTEAT ST g1 TehbT SRS | T el AT aTh] TUHT FEETHT TR T T
T FHIARRT § TR WA U IR | AR TATIE AR HAA GOy
TATERT FHET T T T AR A B g Gt ST | T6e & qHa
FGAFIE AT RATHAT TaT TS T A€l SRae | T T8 T U qedh! GihiaT
i T HeaT S[eal AaedT Tl Av | WEWHE b T ATAEHT Geerd AT
N FBRAHAD] AT ILYATE qAT ANGH AIAET T FHA BH T T H!
WWWWWW@@TWWW%@HT#
AT saFET U qI@T g A9a] SERE] IS T F |

AT TEQT FUEAT THTTHT SIS HATAT A1 B4 12 BT Sr@Taierr qer eaie
o= AWfdel FRcns FREa T8 T4 90 T S e JhedsE g |
AAEdH Mg TEdl JUel G TR AN] T W] Jodd HoATTa Al &7 g ar
ATl AT €I T @l IIREHT AGFacls qidaad T a1 Gl HraadT T
FFreEaTs wRE TE TEEHT AL FT ToHA GART T AT T T
T TRMIFRIGEATS V€ § Aaed] MU g | T Adea WaTe@l HaAd Hraia
BB GFHIA ATAR HEBIEEDH! BALEH! ATdRD Tl ANGEH T4 T A
T A AEETE g T A AR G e e Fhera ardis e
Tl AN T 968 | Seale Mol I59d T Uahd WHHT HEAEFE A qo0
e SHithardeen T W |

AN @l T AR FMa-AT JUITAT Joas SSUsHh! AT <@l e
AT) GARHT TEIZHT WH! ABT G 8| AMGH BRAEE a0 &l e

FHTA ATl Fo=ad HTATd Aeaidahl H a9 @l o= HEauee T T4l
TEHERH! Y9 ol I HAedes aa7 AT qehl A dedl Haeeed o
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AR T@AUET T HIA SFa€d] TWH G| STAavAD] Felel@uadha! ais
gfaaETEEe A qEdT AT JHTEHT IREES | G WEeE T9HE T
HAT FrAfTaer HEcaH] ATIRHT g 969 a6 MAaddr, 78 T T Ieefl J6s] 4
T T = T Gl | A AT JATER T TG Sfediad UAET g SUHE T T
AT THEFT TG T THIHT 37 | T AT AN FHAE WS aHear g
T T AT IUTHEHT HH T T T SRATHT 5 | aed Al T Heiaprer oo
AT AT AlHes e 97 Tl HUAT U SOaedqas qae (UeaATerasT
) TG €A AT G TR G| ACH ATAGART HEAHAE FHIAT | A
femfoeT T Ffhad qra T T OB AR g Whal Y| ARdanr A
TEHTY § B A SRGHAT AT FHAHIE @ (Concurrent Audit) HT ST
TS &1 W ETAH! 9% g WAt ol AT a1 HRHH HRATATTH @IEH q7d
T ANTT WHEAT SATHTIT TN GAT T4 Gl | A el GLHE ATCIelS G
Hewd TSN BRC T8 URIEIAT ARTAE BN Aqbar A Fael T
AT SHATAIAH] TAACHE AT (Constructive Arms) I EIAT TIMUT T Ahabl
IS Tl &1 AAABT AN T AedEd LA Hrdeh! €A T BT
AEREATHT TTHT B TRUHT 75 | TIT &1 B BN NHIeEdh T
T ATTIHT AR TeAATE ol ATCHT O 8T {6 9 ATIHT TH0 ararer R
WU T | mwwﬁnw%m@ﬁwﬁﬁ%ﬁmﬁaﬁml
T FET TUHI TGTEEH! RAM T WeITH! HAHEH! AlME HdaaTeed HaAT
ST S T T e FHYATS Yol TG!S |

FIATEAH! AT JHIAHINAT AT Tl ATerqelrs &9 Hewd &% dohrel quaT
FHIHEE Aledde 21g=g | TFHT AN HAd: TR &0 GIR T AE99% g | T, Tl
ATATEFI= GLTAT T BT RIRATE 4T U wrided AF A=aade 6T T AT
FrfEt T4 FoxiT ITREHE HIAAH! Taed] ATAR T@IIa STHHEH TAEHR
URATAH] STTEATH GIR T TG TTcHE ANATgHT AR FHriaern! Rt
AIRAT IR T | T3, A FA, Wl HFAa BT qd0 G HeArad e
TRIEN WA Sl BT T Yl |gT [FeRT Aeareadr < @ T
AT THE & T a1g] ATeE FHA & ol T =R T Tl S @t T
HeATgae 4 AT Sl WeTs B TN qunell wiua | A, g [
AT SEITAET THE H TET T T TET HeATCTIETCHT S@ITAET T AT
e wfafa Arha STerd T q9r g9 dewr Ao e et o ar e weer
qE T BT WAHT T TedT FHae®d! AT T YUell ATa9TH s | Ta9T
T T Tl AT TRIURNIEE Taa-a ©IHT HIH TH H(&ATs T UL ATAITRT
T TG B § AP TEd GLAAIHT AT Wred ATavas 3fawg | =, gl
Tl ATANHREHT A ge Ao RS weerEr M dEierE e oA
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<.

RS o 1] sava® vy, [T el I SHara! T adr U9
EATAT T HTHEHT TEAAT ATEAT TEq caaeel T AEeqH F |

D! AIETE T AMAH HAHAIEED] Hed [HEIT: Fauleh [ e qar Tal
A @H &I a1 WNE FHABI B &1 ol AT 9 A6 97 AIRe® AdedH
g | AT AN AANT AAIH AAHT AR AN G &2 S TH T TR
T T 3 | TR A v IR | A PR e Heagh e T deR g
e | T AT St v wareed Fi a9 qUr T e SEEeHr A9H
T FEHT AR A-ATAIT bl AUETE ATEAITF Yog | Il AUEVE A-ATATEEHD!
F PFAHaTEEd! ATIRAT Al 1 IR T Fidh Th THAH HREEH Al
AELAF ANAH] ATIRAT TR T{Ieg | TEQT ARG GqAT 9OHT @ T B a1
PRaTaenTshT Yid qu ARETTERT ATICAT UHTETT AT AL T AEAAH | A
A FrfEly o oy I T Todd AeAaaded Aea1ad T Adede!
FrREd! AR @ T A9EIE TR THIT TEGE TWHI G | BTaaed 7 Aearaae
ATARE TSI AR TR D! HIAGSAAT e8] THISHDT HIETE Aeh A4
qeATIE e AT I AN @] WAEUS IR T SeT | TGHh! FaTael =i,
FEFH T AASHT T I, Aol @NT FHEA AN AT TaHT are e
Fawe (Output) AT areiia ffFESH womel frEEEr smma e W@ a9
WWW@W%@ H=ATAITT GeHhT HISUSH] AATTHT BT
AN AT TR T e g1 T S st Fawe Femeea T caenr s
PR a1 EeM® MHHeed ATUR TE T Tada] HRAGH 97 WETl a@Ts
i Tl st [ g qUdl ey | aoie T B H JUR TR AEad
CEHE g T 79 aoie I S Er 3Ry s W&t afdE e e o
T TEE THARAT AR T ANE 99 T grgal 9 HeAreddl B T g

YT U T@TSE |

GHB! HAGUSH] M GEGIH Fral-gd HeACIe®el T TS BEHA AESH T
FACHT FHIEAY HUSHT PHATHATERT ATIHT HUDT Geb! THd T THR AT (HITEHT,
qaet 4T, FEiT ), g e, qd IR ATS) @9 WUhT 99T UTH Yidhereh! ATERar
TR IR | A ATIRAT oA d @9l AieTe TR 1§69 o9 Aeared
(AT AN JLQT o a1 AT e qeared T T T8l SEEH | At
T T AR, A HATT, WA AT AN, HET@Ia & Hh! Hred, Heteran
% FEET 9 TATIHT T GRS Fahd T dihe @b A=arddid
WIETE TR T grafad A Aadeedls IUaed RIS AEIH g | TqH AR
HET@l =A% BRI oA TWHl UHA @Il HUEE JIdsd g1 qeargd a4l
FFILBHA BN @l TATD] AGA T Jolledt v g @Hebl (a0 AJaR AR
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TAGT Ay | TEH! AT Weloldl =% Hriaa @9 AMere Huio wrefed
T T qY AT A BRCAH] [ABIEDH! ATIRHAT HAETE F&IHd T @R T

JITH §H g |

g e FRER T THFHT A sgaedm T gEeT Jomar: FAAA THITAT
TAAH] AESANH [ TTEATIT JOTCAT [FEde el saraed AT Ul g |
ToE TUHI, @I, (e, @ sgae, fFgdy @ie, aEigs gfaded, afie gidae
AT qEIR! A O EEdE G gl Jhd T Suered g ekl Sy |
T TET S EAAT STaeda=shl & ol AT ST § | aoeh! ain a9
AT Line Ministry Budget Information System, Provincial Line Ministry Budget
Information System (PLMBIS) WOl ¥5HTel TN & W Heloldl [Faae% Haieaet
HepTar @=at i Treasury Single Account, G NECIEER IS W’Iﬁ’ﬁﬂﬁ Computerized
Government Accounting System,“@ﬁ W fora=oT yfdag=TahT < Financial Management
Information System, TSR] ANl Revenue Management Information System, TEIRIET
ANIT@RT T Public Assets Management System AT TIMT qEHT T T‘l_\gi:‘:lT, AT T
gfcrargseR! @R Subnational Treasury Regulatory Application (SuTRA)Fl'U'I'I?"ﬁ AT T
3 | F’T@f aie g W W'la’ﬁ AT Electronic Government Procurement
(c-GIP) FTEWM® @RE AAT HRAIT oA T Wb Sfdvg W AT AT
AT Ui TSI Soheh! ST e Gt Guiredt « ! 3faeg | aad wrafcas
T TR AHRD! AN A G GOMATD] a9 TANT § T AT€dT WY i 4
TSI T TAME qEd FoAEd N AT FREORE®  deaeaaad EEder gt
Uhldd FEaT Sie HapTE, @ sadedTdd, qoed qu @ Widagd Yullell sqawra T
THTAHT g:[ bl a_*fl RECALEA ng\loyd 99T Whole of the Government Fidag 31_%
T Wl e 3R | AifE i vfeaeT o g whdr e w9 aww
THFd o Ao e @ T e T el gl fraeer sfee g e
FET o | el gt qonelie®sh! Gose LT (Cyber Security ), ATE =g FHTHT
T qeATg A WA AUERW 9 IAAA €4 TUET g 9 GEAr it o
T @ite T goererat wEwr faeee Mameed [Ceg Ted uH HieT g Ml
Elickeaiel

AT T BRAFHHB! STACAIT: TETT T ARl HIEAFHH a1 AT TR T
ATATEe AT ATediEsd T AFql BrAvaaTR! N AR Febehl AU <A1
Ui TEHT A TEhT GLBR ATRBATAT WA T T AEAaqT [Gaqe e T6h!
FTATEITAT TR J e, e aaer “Rrer seier F e UF e |
FE A A Farad FEwe i g6 T Ao g9 HEHE qsH e o
T THEY ATuuley J€dl Sl G qAR T BRIAT HE qRTedbdl AU TATAT
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AL WHUH! SREIT | AT FbHT FET ILeA TE U A A e
AR T AT /A [awdul T aeqeaaid] ATaRAT J13 AT a1 S
FSATCAT T AT W G | BTATFART FATIHT HETTRIINEAHH! HTATATHT A
WAEETEEAT AT FHUHT AN (HET HH BANIEE AeATHT STwa:

o ATSEEEH GAIE TET BEqd ASTAT AN T AT WA T A

o AASHEFEE A STARTT ATTHT T HeAGHT T AN SJAedqT Gorr
TUTEAl BT g THebabl,

o HAANIH qcd TR &I HEGFIET FIR, AASH AATH FEaT T A,
HHEGEET T AR Adrad! ArEagdar g1 T@ha,

o TSR] TP T TAHT FIEHEE STed ST T Ao A7, Sdeaeadeas
T FAFH, T W T AASHA AFHd T TREH g T,

. WWWWH&K@ﬂH*WIWWWmW
T YAEHR B TED DI,

o AN FEAIT T Frai@vd-ad HAH 98%, [@dd, I, @HamT, a9
AT qeaf-ad BTHHT THET g TqDH,

o WY SHEERiE! FAT WA [FE Tl Sekh, o HEi SUHeE, FA
AAPTHT AT ATEH! SAAHAD T WGP AR HeAGHA TATD g
BREZa

o AWNIHI 3TT fS9TEA, THAT, FHNT iy e qard vt Sethae
g HOAT A TRIALIETAS] TN GO AT A1 HAT €T TIHT |

TE FHH FAALDT FAEMHT AN ST Qs @RE BT T AE e qar
o Seatea Hrwr Sedfes gFaEE wed T wF G0 SE wHeE I
b | T TaWH HERN AT D] auie QT T AT AN T 7 ATl
T T BB TEAE T FA® T a4 @A &1 BT g7 g9 HA [
I A AMME e T HRAHAAT THEL T AT BTAH] Jfedgd THEAEE THTE
T Gfeee) | Sl WA BRI AT Sebb! B G T AT TS
Thee Tl 99 WUHEE AA HAFTITH] AN SIHAT THEE TRCAT BTl GSd @
@Wwﬁﬁ%swm ENET T Aiebeeg |

C. WENMS AR sqaedas aR WHI: gTel Taash! Qs @i sqaedras ar
Tﬁﬁﬁﬁmﬁﬁwﬁwwiﬁﬁm et FrpTIEEeT AT T
W%HWMW@WHWWT&WHWW Al HIETS
B OWH G A GARST BUGEHT FHAIH] A I G| qd WA, HeTerdn
o= Hraier, YT AT, e T qur e e /AT, T AT
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AN, FIAAT T ACATIGD] HAIAE GUE-@IE T THT ATATHAT  HIAEAA
G & GUR FF g TR G| GEHAAHT FEIH THHT GUE! FE T A
TEFT TEHHT M IO O AR g Gohebl Qe | Thipd GUR g aaaT
BRI Gl FEFHAS] e SFHa U g7 T8aal Gk sqaedaTd @t
P qar Fhadee ardw o qwE SAed g Fem e aww i
SRR FT THAT T G TRl THIEHI & Gohabl Sfeia |

TR TGHT ST o FeATTAT | Aqed T T4 ThIHd qrefoti~ap B soaearaT g
THTE TS T AaviT & saaeads Yl sR0ag R T WHIT T T
T ™ T dET® g gIRS! 0 F70 FEEe WA 91 Uwe sl 9eHd T
QH=IAT AT THI T T UBTES  Foel AT AU AT T GURAELT T 671 1
AEAYTF G| AHUF €A AT HACATIH] GURB! AN A (o cqaedrd
T TR T8 A FFEd Thied 0 IRET FHeE asded T quRed
Mg | YR GRS AaET HH BAAEE U Sfewted FeTaer 7 i
THELT T GILHT FTeE HE=a7 T 4 b qavas |

LIRS eI Ik L b (- S I A CHIC I CE IR E A E N R IR I ca e |
ME G| A T AT IRG SNie, ToiEd, @9 qA7 @G AT, g e adr
Gidaad, Aa® FFeA gl T ATARNE I, AT T Hed1gH, Afrad
q@EAEAT AfE TeT AHeER AHA FEEET Y NG Wy | AR AN E
S ol sqaeads qiierd broel Hed ®IAT T HIgeR Tq@qAl e JeEiHaH
iETErT s T T R wiienr sfaseeEr W e 9 gee utyg aeer
FAMET AT Frgel T T JIU TEHT AMAH TMETHT BT HHANGED] AR
Aeqehiferss, TATRT q97 YATHRA dleHe® qoaia T4 A1UHl g | Fgal B
SHAEATAH] S TAEEH AN BTeAD] ANCTHS] AT o AT qAHT GER T
U TR BTG g ae hepl e | BTl AfH Hrgee goure T
Ao e FrEeq GHg g7 T 99 qiferdsdT sideathees! ail arfge T
TET A e TEFAT Ggl=ash ATICHT A & 7T R T ohaeiiess e gl
FEAEA §F GHP] AGAT | A AAH HH AT GAA TG TG G wTHw
AU ¥ A T G T AT g Tl G 0 Agaal SFHar Faar for
X @ e ReE 3RET T FHeE T oaE U s 9fg T diferds!
FTH g ThHT G| T TET ABAA AANEIE AZTwqh TEAHT FAHT ATIHT
frtradt wedl, qere wedl A STl I =t quET FHE el a1 el supiiE
T HTH T HEAE WEH g | TIF G 1 AEIHdT T HHAEEH
TR ATER BT GEAET T H T UB Aeaabadt W g T AT @68 BEHA
TS N AETE 3 |
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qo. B WarheRer, Fey ATWA T GoHlc HEB! TR HECETAABH
EIAGEHE] A daeTeedr Ggii-dsh, aue Sur, Faffa T T Jefl Feqs! w9w
forfrr wfafiar gor Ffhadee Ser@ WA g1 W M ' aEstE e
TR Foh T AR T Halie T4 Mol Gebept afdee s ol T e st
ATTAT T TEIT TR T THEHT 969 SR @A FARers dwcd T ahl
e Sed Fafia T ST e & WRRTaEEn [l g 9T Qe g de
TEAT 3 REAR qEiiibieesh! 9ERadr T B Saiema! e O 6T waeie
T AHg | T ET AAAAE HHTIH TENIHeed! Al AAEaar I Jard
e w1, 7w Frw Srar =t ¥ o SaEr afaddee Iehe 98 3% T
AT ATATATDT BRIAT T T BRETE TG Al AT AT B g &S
WU |

Jq FrESE @l WA GEaH Yed ANHER gRSH qEs€E BT (Public
Treasury)ﬁ@@ﬁa@ﬁwwwmmﬁw
TETEEHT AMHLH] AURAT AGeFT IE q& T4 araeft €0 dos T qe
AeE IR | AEATS A ANIEDHT AT TS T BAEAA A
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PSC and Diplomatic Service- Areas of Convergence
and Divergence

Madan Kumar Bhattarai”
Abstract

The Public Service Commission (PSC) is the constitutional body enjoying permanent place in all our
constitutions at least since 1951 without any break truly highlighting the prominence and primacy it
enjoys in terms of vital functions involving all categories of government employees, civil service,
defence and police, and even organized sectors of the government.

While the impact of the work of the PSC is positively felt in all sectors of public administration, there
seems to be a curiously intimate connection between the PSC and the diplomatic service in the sense
that many people who have served as diplomats or members of diplomatic service, are found to have
assumed top positions in the PSC.

At the same time, there are divergences between the two as there is an inherent belief on the part of
the PSC and Ministry of General Administration that the Foreign Ministry has possibly been less
sacrosanct in following the directions of the PSC.

Keywords. Constitution, PSC, Civil Service, Foreign Service, Ambassador

It is gratifying to note that the Public Service Commission (PSC) remains one of the most trusted and
reputed organizations of the country, if not the only such instance in the case of current scheme of
things when most of the units of the government are not beyond blemish or accusations of politicization
and lack of impartiality and fairness.

While there may be many legal provisions governing a plethora of these organizations, there is
absolutely no doubt that the PSC enjoys best of appreciation and moral strength to show that things
are running in an absolutely fair manner.

Even in Nepali, it was called by the English name until sixties when most of the names in the constitution
and elsewhere were translated into Nepali and from that time, Nepal Public Service Commission was
written as Nepal Lok Sewa Aayog or simply Lok Sewa Aayog in Nepali.

* Former Secretary, Government of Nepal
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As the most glorious unit of the government that has seen so many wide-ranging changes, both systemic
from monarchical to republican, and individuals, in terms of driving seats of the political governance
or administrative milieu, PSC retains a position of prominence and excellence never diluted by any
other issue that may have affected rest of our administrative culture from time to time.

This is all the more important in a country like ours as it is alleged that either we are ruled by people
who are less worthy or we are forced to follow the whims and fancies of the people who claim to rule
the country impartially and dispassionately but such transparency and integrity are hardly visible if we
examine their acts from different manifestations.

The PSC rose to occupy its place of pride after the end of the Rana regime in 1951 though its seeds
seem to have been sown by Shri Teen Maharaj Prime Minister Juddha Shumshere taken as Nepal's
last strong ruler in Rana period, who wished to separate the executive and judicial branches of the
government and also introduced a modicum of permanency of civil service along with the provisions
of provident fund.(1)

Shri Teen Maharaj Prime Minister Padma Shumshere took some major steps ahead both by instituting
legal and constitutional reforms in the form of the first written constitution of the land in 1948. For this
purpose, he enlisted the support of his family and local administration, and also invited a team of legal
and constitutional experts from India for recommending suitable reforms in our country.

The Darkhasta Parishad, predecessor organization of the PSC, came into being despite almost
immediate departure of the chief executive to India in a manner taken as not less than forced political
exile. In fact, Padma Shumshere seems to have negotiated with the first official delegation of India that
came to Nepal in December 1947 to seek support for supply of foodgrains from Nepal to cope with the
acutely precarious food shortage prevailing in India on the eve of independence.

The Indian side readily offered to present a tract of land at Doranda, Ranchi, present-day capital of the
state of Jharkhand, to Nepali Maharaja for construction of his house.(2) The site used to serve as the
summer capital of Bihar as all governments offices used to be shifted to Ranchi for six months every
year. A team of people led by Engineer Bed Prasad Lohani visited the site and constructed the new
building for the use of erstwhile Maharaja of Nepal. The impressive edifice called Nepal House still
exists there.

It is also a matter of sheer coincidence that all the last three Maharaj Prime Ministers of Nepal namely
Juddha Shumshere who was in power for more than thirteen years and Padma Shumshere and Mohan
Shumshere each with less than three years of stewardship of the country, found it politically expedient
to move to India after their rules within a period of three to four years.

The last Rana Prime Minister Shri Teen Maharaj Mohan Shumshere who is blamed for doing everything
to sabotage the constitution and reforms that were introduced by his predecessor Padma Shumshere,
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was rather unknowingly involved in formally setting the PSC as he headed both the last administration
of Rana regime with a total length of about 104 years, and chaired the first democratic government
involving a coalition of both Rana elements and people supposed to represent the masses of Nepal.

The PSC was formally established as per the provisions of the second constitution of Nepal called
the Interim Government of Nepal Act, 1951, under Part V of the document that is also taken as one
of the key agreements that was reached as part of the so-called Delhi Settlement worked out among
King Tribhuvan, government of Nepal and government of India, with a view to introducing a fully
responsible and representative government in Nepal under a democratic setup.

One interesting aspect is that despite the PSC being a constitutional authority designed and established
for promotion of an impartial system of civil service in the country that had seen arbitrary and
perfunctory system of appointments, promotions, transfers and dismissals of government servants,
the first head of the PSC was no other than a senior civil servant of the Rana period. He was Sardar
Nagendra Man Singh Pradhan.

Pradhan who was the sixth and last hereditary head of the Munshi Khana, had earlier resigned as
the head of the Munshi Khana (department of foreign affairs) to protest against the appointment of a
learned person with experience of more than seven years in our Embassy in London. After the political
change of 1951, he was the first Finance Secretary of Nepal albeit for a very short tenure, and had
trained top officials for taking over as the top bureaucrats in the changed circumstances.

Pradhan's father and grandfather too had headed Nepal's foreign office for a long period. He had the
essential gut, something unusually bold, to tender his resignation during the Rana regime in protest
against the appointment of Professor Sardar Narendra Mani Acharya Dixit as Sanyukta Hakim (joint
head) of Munshi Khana.

As the matter lingered with Dixit executing his job on an ad hoc basis and quite defiant Pradhan not
attending office for quite a longer period despite persuasion from the Rana authorities, there were
legally and technically two heads of Munshi Khana for a period of fifteen months until Pradhan's
resignation as the last Munshi head of the Munshi Khana was formally accepted by the government
of Nepal.(3)

Sardar Nagendra Man Singh Pradhan formally took over as the first Chairman of the PSC in 1951
and vowed to establish and promote development of impartial civil service in the country. His first
grievance was what he found excessive interference in the work of the nascent commission both from
political actors as well as designated advisors deputed by the government of India.

While he could not do anything in terms of checkmating the pervasive influence that Govind Narain,
ICS, exercised in the country in his capacity as both Secretary to King Tribhuvan and Advisor to the
PSC, his attitude towards unnecessary interference by other people was pronounced as he confronted
all moves to sabotage the work of the organization.(4)
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Pradhan successfully prevented another advisor of the government of Nepal, Balakrishna Ganesh
(B.G.) Murdeshwar, from interfering in the functioning of the PSC as he staunchly refused to cooperate
him as he insisted on speaking in Newari rather than English. Murdeshwar with a very impressive
track record in Indian legal service, was quick to realize the issue, and stopped entering PSC premises
from that day.(5)

Sardar Nagendra Man Singh Pradhan had second occasion to not only resign from his position but also
deny accepting other government jobs as he was fed up with what he found blatantly negative attitude
on the part of the political masters who possibly harboured grudges against Rana era officials possibly
considering them inferior in their performance.(6)

This applied to the government's decision to mutually transfer him as PSC Chairman and Badakaji
Manik Lal Rajbhandary who was then heading the Nepal Law Commission. While it was quite suitable
for Rajbhandary who had a long stint in Nepali administration including posting in London and his
writing a very relevant piece on Rana era administration to take over as the Chairman of the PSC, it
was completely out of place for Pradhan to be entrusted with the work of the law commission as he
was never involved in the field.(7)

One area that the new PSC seems to have not been able to exercise the authority is waiver in matters
of appointment by the government as provided by the promulgation of the Nepal Public Service
Commission (Limitation of Functions) Regulations or Nepal Public Service Commissionko Karbahi
Bandej Sawal 1951 that came into vogue almost immediately after the formal institution of the
constitutional authority, PSC.

Interestingly, these regulations along with the Nepal Public Service Commission Regulations that
can be taken as the pith and marrow of the constitutional body, came into force on the same day,
September 3, 1951, only some weeks after the assumption of the position of the Chairman by Pradhan.

This pertained to, among others, giving the government arbitrarily unrestricted and blank rights to
appoint people enjoying constitutional authority, and some posts like ambassadors to New Delhi and
London, consul-general to Kolkata, consul to Rangoon (Myanmar), envoy to Lhasa and liaison officer
to Malaya along with their staff members.(8)

In a way, all important appointments taken as diplomatic positions were kept outside the purview
of the PSC. This was something like a precursor to later activities in relation to diplomatic service
whether it was a full-fledged service or something hyphenated with the administrative service. There
were also special provisions giving the government blanket right to appoint private secretaries to
prime minister and ministers, without reference to the constitutional body.(9)

Pradhan called the new provisions a black hole.(10) This latitude has now evolved into a fairly big
exercise on the part of politicians to make excessively random and unchecked appointments as advisers
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and secretaries irrespective of their need, suitability, merit or qualification, as a cruel joke and heavy
cost to the country's exchequer.

As the coalition government faced various problems mostly due to internal contradictions, another
government headed by Matrika Prasa Koirala took office at the end of 1951 making Koirala the first
commoner Prime Minister of Nepal for more than a century. As per the negotiations and supposed
request of the Nepali side, a stream of Indian advisers started to come to Nepal. Among such people
were three senior bureaucrats namely M.N. Buch, ICS, K.P. Mathrani, ICS, and S.K. Anand, IPS.

The last three senior bureaucrats came to Nepal in the second week of May 1952 as the office-bearers
of the Nepal Administrative Reorganization Committee, popularly called Buch Commission after the
name of its leader. Two senior bureaucrats from Nepali side to be deputed to the committee by the
Nepal government were Col. Tilak Shumshere Thapa, then Secretary, Ministry of Law and Justice,
and Lt. Col. Himalaya Shumshere Rana, then Finance Secretary.

The Buch Commission presented its 169-page recommendatory report to the government of India
on June 23, 1952 for necessary compliance. The report was kept confidential for some time from
the Nepali side before it was published in the PRASHASAN, a government magazine relating to
administration.

It may be recalled that B.G. Murdeshwar that we referred to earlier, was involved in drafting the Nepal
Kanun Byakhya Sambandhi Ain, 2010 that can roughly be translated as Nepal law interpretation act.
One legal expert conversant with all these matters, opines that this particular act heavily borrowed
from the Indian statute, was possibly the single greatest contribution of Murdeshwar to the realm of
Nepali legal scene and judiciary.(11)

While the PSC was involved in the reorganization of Nepal's foreign service as was the case with the
entire administrative machinery of the government of Nepal, there is a curious coincidence that many
of Nepal's top diplomats and officials of the foreign service, have been involved with the constitutional

body as its chairmen or members.

Apart from the inaugural Chairman Sardar Nagendra Man Singh Pradhan, last Munshi head of Munshi
Khana, some important people to be involved as Chairmen of the constitutional organization were
Badakaji Manik Lal Rajbhandary, Anirudha Prasad Singh, Kaisher Bahadur KC, Meer Subba Krishna
Bam Malla, Professor Sardar Yadunath Khanal and Meer Subba Pradyumna Lal Rajbhandary.
They were all senior bureaucrats with the experience of serving as ambassadors except Manik Lal
Rajbhandary and the noted scholar Khanal even serving as Foreign Secretary twice.

Likewise, Sardar Narendra Mani Acharya Dixit, first Foreign Secretary of the country, served as
a member of the commission. Dixit considered his stint in the PSC as one of the most satisfying
moments in his public career despite his strong resentments against the political class that tended to
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make inroads and interferences with the working of the commission for their nefarious or outrighty
partisan interests.(12)

At least two members had a glorious pedigree in the PSC in the sense that Chairman Manik Lal
Rajbhandary's son Ganpat Lal Rajbhandary who had retired as Additional Secretary in the government,
was appointed the member of the commmission and Uma Pandey whose father Professor Kulnath
Lohani had served as the Secretary to the PSC, later took over as the member.

The other senior bureaucrat who started as a junior officer in the Ministry of Foreign Affairs and later
took over as the Chairman of the PSC was Yogendra Nath Ojha. Bhuwan Man Singh Pradhan who
is generally taken as the permanent fixture of the PSC as he started from the junior rank to reach the
position of Secretary, belonged to the family of Munshis who controlled Nepal's foreign affairs for a
period of 168 years from the period of King Rana Bahadur Shah to almost the end of the Rana regime
in 1951.

Bhuwan Man Singh Pradhan who spent most of his career in the organization, is duly given the credit
for strengthening PSC and enhancing its role as an impartial body as he was the one to bring about
various reforms including introduction of the double coding system to promote confidentiality and
secrecy in the whole working system of the organization to keep up the faith and confidence of every
citizen in the functions of the body.

While the above account shows intimate ties between Nepal's PSC and our diplomatic machinery,
not everything was smooth in terms of working relations between the two. There were many areas of
divergence apart from the points of convergence that we dealt above.

There have been allegations on the part of the PSC and General Administration Ministry that the Ministry
of Foreign Affairs, irrespective of its status as a government organization supported and inspired by
the Royal Palace bureaucracy or elected governments showing signs of outright partisanship, has been
demonstrating highhandedness.

Bhuwan Man Singh Pradhan accuses the line ministries in general and Ministry of Foreign Affairs
in particular for their overtly and covertly interfering attitude in the works of the PSC. He calls the
selection process pursued by the Ministry of Foreign Affairs in the intake of eight officers in 1977 as
something smacking of due process and even the rule of law.(13)

Anirudha Prasad Singh as Chairman was forced to confront what he called double pressures from
both the executive head and Home Minister who were keen to recruit their favourites in the newly
created foreign service. He told that he was forced to follow a middle of the course path as a way out
in the recruitment of seven officers as part of the reorgnized foreign service under Foreign Secretary
Narapratap Shumshere Thapa.(13).
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Similar resentments were expressed on the part of the PSC on the allegedly non-transparent modality
adopted by the Foreign Ministry in the intake of officers from other services. Two officers who had
passed out the examination in 1967 were ultimately denied opportunity to enter the foreign service
with three more accepted after a long gap of six years. Even people with less than average records have
entered the foreign service through political and administrative patronage.

Chairman Krishna Bam Malla was particularly perturbed at the way the Ministry of Foreign Affairs
almost independently ran the show with least regard for administrative norms. He was the one to
prevent outright transfers of people into the foreign service stream on the basis of patronage, political
links and other acts of favouritism. He was frank to acknowledge that the Ministry would have its way
after his leaving the position of the Chairman. Malla died in harness but his prophesy proved true in
many cases.(14)

Recent endeavours made by the Foreign Ministry to phenomenally increase its strength though
supported by other agencies of the government seem to have met with inherent and subtle resistance
though in subdued forms, from both the PSC and the General Administration Ministry. There is a
thinking that such expansions could have been introduced in a phasewise manner rather than in an
unplanned manner. There are also questions about its sustainability and maintenance of standards with
distinct possibility of chokage of promotion opportunities in due course.

To conclude, there is absolutely no doubt that the PSC has traversed a lot in its journey to provide
services in the matters relating to recruitment, posting, transfer, training and promotion, and even in
the aspect of ensuring that the interests of the civil servants are safeguarded at all costs preventing
summary or arbitrary dismissals of people who may not be liked by the political class.

It is the only organization of the government that has its uninterrupted role in the country despite
having a record of seven constitutions so far. Unlike in countries, for example, India, where the PSC is
basically involved in recruitment process apart from other supervisory functions, in our case, the PSC
is intimately connected with all the strands of administration and that too at all levels. This is in itself
a huge challenge to its effective functioning.

After the country adopted federal system of governance, the work of the commission has undergone
changes. On the one hand, the PSC is now the sole recruiting agency in terms of civil service, army,
police and all organized sectors of the government and oversees all promotions and other matters, it
seems to have a resource crunch in the form of budgetary grants and supply of adequate manpower to
oversee its vast array of works and responsibilities.

While the system of inclusion howsoever efficient and transparent it may be, is against the principle of
merit, there are some resentments that the system of reservations for various communities on the basis
of ethnicity, remoteness or differently abled status is perhaps stretched too far having an indelibly
negative impact on both efficiency and standard of the service.
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After all, some services like foreign, defence, police and others may have difficulties in fully applying
reservations on various grounds. There is also a genuine demand that the system of reservations be
applied only at the point of entry into service and not multiple times as applied to promotions to higher
levels or appointments to positions like secretaries to the government.

While the PSC retains its image, there is also an institutional problem in the commission to retain
good manpower from the level of Secretary to the lower echelons as there is a wrong impression that
the transfer to the commission is a punishment posting. This is indicated at the way secretaries in the
commission change so frequently.

The only lurking fear is that while the commission has so far safeguarded its status as a proudly
independent and impartial body imbibing the faith and trust of all citizens of the country, the provision
of separate public service commissions in the provinces after the declaration of the country as a federal
democratic republic may dent its overall image.

There are views that the regional offices of the parent organization could have been entrusted with
these works instead of separate constitution of such bodies in provinces. In a nutshell, there is no
alternative for the PSC to do everything to retain, strengthen and keep up its status in the interest of
good goverance and justice to the entire populace.

Notes and References:

1.  Madan Kumar Bhattarai, PhD/DLitt, is a former Foreign Secretary, Ambassador to Germany and
Japan and a writer. After reaching superannuation, he was appointed Foreign Policy Advisor to the
President of Nepal for 770 days from February 2016 to March 2018. He topped the PSC examinations
held in 1977 and joined the Ministry of Foreign Affairs in 1978. Prior to joining government service,
he had shorter stints with academics and journalism.

2. In his endeavour to separate executive and judicial units of the government, Juddha Shumshere took
steps to "elect" one suitable member of the family as the Judge General, something like that of Chief
Justice. Incidentally, his own son, Commanding General Bahadur Shumshere was the first Judge
General of the land. He was also first head of mission to the United Kingdom when we opened
our diplomatic mission there in 1934 making him Nepal;s first residential diplomatic representative
heading an Embassy.

3. B.D. Pande, in the Service of Free India: Memoir of A Civil Servant, New Delhi: Speaking Tiger
Books LLP, 2021, p. 48-51. Pande who later became Cabinet Secretary and Governor to two
important states of India, West Bengal and Punjab, had accompanied Food and Finance Minister
of the government of Bihar, Anugrah Narayan Singh, to Nepal in December 1947. Pande has given
details of the observations the team made in Nepal during its short stay.

4.  Periodic Chats with Sardar Nagendra Man Singh Pradhan at his residence at Khichapokhari,
Kathmandu.
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11.
12.

13.
14.
15.

16.

Ibid. Govind Narain, ICS, told me that he held both Sardars, Nagendra Man Singh Pradhan and Sardar
Narendra Man Dixit, in high esteem, but found the former as more of a practical man than the latter.

Ibid. Among three daughters of BG Murdeshwar, the second, Professor Kusum Shrestha, married a
Nepali and wrote a book on Nepal, and the third and youngest, Laksmi Murdeshwar Puri is married
to Hardeep Singh Puri who is currently a central minister in the government of India. Both Puris
joined the Indian Foreign Service (IFS). Hardeep Singh Puri retired from the IFS after serving as
Ambassador to a number of key stations. Lakshmi Puri joined the international organization after
serving in the IFS for some time.

Ibid.

Ibid; conversation with Chairman of the PSC, Chief Secretary and Ambassador Pradyuman Lal
Rajbhandary who was closely related to Chairman Pradhan.

A notification of the Home Ministry published in Nepal Gazette published on September 3, 1951.
Ibid.
Talks with Sardar Nagendra Man Singh Pradhan, Ibid.

Conversation with a senior bureaucrat and Minister Madhab Paudel. The original text drafted by
Murdeshwar in English was translated into Nepali by Shambhu Prasad Gyawali who served in Nepal's
legal field for a long time as judicial officer, Attorney-General and Senior Advocate and also as
Minister.

Conversations with Secretary Bhuwan Man Singh Pradhan from time to time.
Talks with Professor Sardar Narendra Mani Acharya Dixit.

Interactions with former Chief Justice, former Chairman of the PSC, former Minister and Ambassador
Anirudha Prasad Singh.

Views of Chairman Meer Subba Krishna Bam Malla who also served as Chief Secretary and
Ambassador to India, and was a litterateur.
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Abstract

This article examines the significance of meritocracy in the context of public personnel selection.
Meritocracy, defined as a system that provide opportunities and rewards based on individual talent
rather than favoritism, plays a vital role in promoting fairness, motivating excellence, and placing
capable individuals in positions where they can make meaningful contributions. This, fosters
innovation, productivity, and social mobility which contributing to a more equitable and efficient
society. The principle of meritocracy applies across all public appointments, although its interpretation
has evolved over time. The article also analyzes the diverse challenges and highlights the complexities
involved in maintaining meritocracy, underscoring its ongoing relevance in today’s context.

Keywords: democracy, governance, meritocracy, personnel selection, public administration,
qualification.

“Meritocracy’s promise of equality-the theory that anyone can succeed simply by excelling,
because meritocratic universities admit students based on academic achievement and

employers hire workers based on skill-proves false in practice.”

-Daniel Markovits, (2019).
Introduction

In a democracy, leadership selection remains a subject of debate, as various individuals or groups
wield authority over the population. People value different qualities in their leaders, such as integrity,
intelligence, experience, or relatability. While fair elections are a widely accepted method of selecting
rulers, popular democracy-where leadership reflects the collective will of the people-is increasingly
favored for its emphasis on equal participation and representation. This approach enhances governance
legitimacy by fostering inclusivity and ensuring alignment between leaders and the electorate. However,

* Joint Secretary, Government of Nepal
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the selection process for public administration differs from that of political positions, highlighting the
distinct nature of bureaucratic appointments (Costa, 2025).

Meritocracy in the selection of employees for public offices refers to a system in which hiring,
promotions, and career advancements are based primarily on an individual’s skills, qualifications,
and performance rather than non-merit-based factors such as nepotism, political connections, or
social status. This system aims to ensure that the most capable individuals occupy positions of public
responsibility, ultimately enhancing effective and efficient governance. The merit-based approach
to personnel selection in public administration has undergone significant evolution, influenced by
societal changes and advancements in management theories. Historically, the idea of assigning
government roles based on ability rather than birthright is rooted in ancient practices like China’s
Imperial Examinations and the Enlightenment’s focus on individual merit. (Mirayanti et al., 2025)

The merit-based selection system in public positions has evolved through governance shifts, societal
changes, and administrative reforms. Initially, appointments relied on patronage and political
connections, restricting opportunities for qualified candidates. Over time, transparency, qualifications,
and competency became key priorities, though political instability occasionally hindered progress.
Despite setbacks, ongoing efforts to refine recruitment standards, implement standardized testing, and
uphold accountability have strengthened the system, ensuring personnel are chosen based on ability
rather than influence, promoting efficiency and integrity in public administration

Box 1: Selected Perspectives and Opinions on Merit-Based Selection

Confucius (551-479 BCE): Promoted the idea that government officials should be chosen based on
moral integrity and competence, emphasizing the importance of ethical leadership.

Plato (c. 427-347 BCE): In "The Republic," he proposed that rulers should be philosopher-kings,
selected based on their wisdom and knowledge, emphasizing that governance should be entrusted
to the most capable individuals.

Aristotle (384-322 BCE): In "Politics," he argued for the importance of selecting public officials
based on virtue and ability, advocating for a meritocratic approach to governance.

Francesco Patrizi of Siena (1413-1494), Italian Renaissance political philosopher. He argued that
governance should be based on virtue and merit rather than wealth or hereditary privilege.

Max Weber (1864-1920): Emphasized the importance of a bureaucratic structure based on rational-
legal authority, advocating for meritocracy to ensure efficiency and fairness in administration.
Woodrow Wilson (1856-1924): Advocated for a distinct separation of politics and administration,
highlighting that merit-based selection is essential for a competent and impartial bureaucracy.
Henri Fayol (1841-1925): Stressed the need for administrative principles, including the selection
of personnel based on their capability, to enhance organizational effectiveness.

Frederick Taylor (1856-1915): Introduced scientific management, arguing that personnel should
be selected based on their skills and performance potential to improve productivity.
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Chester Barnard (1886-1961): Discussed the importance of cooperative systems in organizations,
suggesting that merit-based selection fosters loyalty and efficiency among employees.

Herbert Simon (1916-2001): Critiqued traditional decision-making processes and supported
meritocracy as a means to improve rationality and effectiveness in public administration.

Dwight Waldo (1913-2000): Highlighted the role of ethics in public administration, suggesting that
merit-based selection aligns with the principles of democratic accountability and professionalism.
Charles E. Lindblom (1917-2018): Advocated for a pragmatic approach to decision-making in
public policy, emphasizing that merit-based selection can enhance the quality of governance.

Source: Compiled from various documents, with primary reference to Basu (2015)

The journey of merit-based personnel selection systems is a captivating evolution from ancient
practices to contemporary complexities. The early forms of meritocracy can be traced back to ancient
China during the Qin and Han Dynasties, where a sophisticated network of officials was established
to govern a vast empire. Importantly, these dynasties allowed individuals from rural backgrounds to
ascend through civil service examinations, emphasizing merit over nobility. This marked a significant
shift towards assessing officials based on their abilities rather than their birthright, laying a foundational
framework for future meritocratic systems (Mulligan, 2023).

Over time, the concept of meritocracy began to spread westward, reaching British India by the 17th
century and subsequently influencing continental Europe. This diffusion highlighted the practical
advantages of selecting capable individuals for governance. In stark contrast to this progress, the 19th
century saw the rise of the "spoils system" in the United States, particularly after Andrew Jackson's
presidency in 1829, where political loyalty overshadowed competence, leading to government
positions being awarded to supporters and cronies. The inherent inefficiencies and corruption within
this system eventually spurred significant calls for reform.

One pivotal moment in the evolution of merit-based selection was the enactment of the Pendleton
Civil Service Reform Act in 1883 in the United States. This reform was partly a response to the
assassination of President James A. Garfield by an office seeker frustrated by the spoils system. The
Pendleton Act fundamentally transformed the federal bureaucracy by mandating that appointments be
based on merit, determined through competitive written examinations overseen by a bipartisan Civil
Service Commission. The act aimed to eliminate political favoritism and establish a more competent
civil service, introducing features such as competitive examinations, anonymous submissions, and
ranked eligible lists. This initiative inspired other nations to adopt similar merit-based systems, with
Canada's formal implementation of such practices in 1967 serving as a noteworthy example (Mulligan,
2023).

As the merit-based selection system evolved, the understanding of "merit" expanded beyond mere
written examination scores to encompass a broader range of assessment methods. Modern methods now
include interviews to evaluate communication skills and personality, performance tests for job-specific
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abilities, and assessment centers that simulate real-world scenarios to gauge various competencies
(Costa, 2025). Additionally, today’s practices emphasize job-relatedness and validity, ensuring that
selection methods align with job requirements and accurately predict future performance. Despite
substantial advancements, challenges remain in defining and measuring merit, addressing fairness and
equity concerns, and balancing merit with other strategic organizational goals, such as diversity and
inclusion. The integration of technology into personnel selection has introduced efficiency but also
poses questions regarding data privacy and algorithmic bias. Ultimately, the evolution of merit-based
personnel selection reflects an ongoing effort to enhance the efficiency, effectiveness, and fairness of
hiring practices, while the need for continuous evaluation and adaptation remains critical in an ever-
changing environment.

Dimensions:

Meritocracy encompasses multiple causes and effects and is influenced by various contexts. It surrounds
under distinct principles and priorities. Numerous dimensions of meritocracy can be identified within
the public office selection process. (Kim & Choi, 2017)

Table 1. Different Dimensions of Merit Based Selection System

S. No. | Dimension Description

1 Competence and Emphasis on relevant skills, knowledge, and educational
Qualifications qualifications required for the role.

5 Performance-Based Assessment based on actual job performance, measurable
Evaluation outcomes, and contributions to the organization.

3 Transparency and Open selection processes with clear criteria and procedures to
Fairness minimize biases and ensure equal opportunity.

4 Standardized Use of objective evaluation methods such as tests and interviews
Assessment Tools focused on job-related competencies.

5 Training and Encouragement of continuous professional growth and skill
Development enhancement for employees.

Commitment to promoting a diverse workforce by intentionally
including varied perspectives and backgrounds.

Holding employees responsible for their actions, ensuring

7 | Accountability consequences for poor performance and rewards for high
achievers.

Adherence to ethical principles that discourage corruption,
favoritism, and discrimination in the selection process.
Flexibility to adjust the meritocratic approach based on changing
job requirements and societal expectations.

Building confidence in governmental institutions by
demonstrating a commitment to fair and competent governance.

6 | Diversity and Inclusion

8 Ethical Standards

9 | Adaptability

10 | Public Trust

Source: based on (Kim & Choi 2017).

Meritocracy in the selection process for public office encompasses several critical dimensions that
ensure a fair and effective approach to human resource management. At the core of this framework
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is the emphasis on competence and qualifications. Candidates are required to possess relevant skills,
knowledge, and educational credentials that meet specific professional standards for their roles,
ensuring that only the most capable individuals are considered for public service positions. (Costa,
2025) Another vital aspect is performance-based evaluation, where employees are assessed according
to their actual job performance. This evaluation includes measurable outcomes, goal achievement,
and contributions to the organization. Regular performance reviews and metrics are implemented to
uphold accountability, reinforcing the importance of tangible results in public administration.

The principles of transparency and fairness play a significant role in the meritocratic selection
process. Conducting the process openly allows for equal opportunity among candidates, with clear
criteria and procedures communicated to minimize biases. Standardized assessment tools, such
as objective evaluations and job-related competency tests, further support a level playing field for
all applicants, ensuring that decisions are based on merit rather than subjective judgments. A true
meritocracy values diversity and inclusion, recognizing that varied perspectives enrich the workforce.
(Mirayanti et al., 2025) Continuous training and development opportunities foster a culture of lifelong
learning, enhancing employee skills and adaptability to changing job requirements. By adhering to
ethical standards that discourage corruption and favoritism, meritocratic systems build public trust
in governmental institutions, demonstrating a commitment to fair and competent governance that
responds effectively to community needs.

Other process to Selection Systems

Selecting individuals for policy-level roles in public office can be achieved through various processes,
each presenting unique benefits and challenges. Elections are one of the most prevalent methods,
allowing candidates to be chosen through popular vote. This democratic approach gives citizens direct
influence over their governance, enhancing accountability and responsiveness from elected officials.
Elections can vary in format, including direct elections, primaries, and general elections, depending
on the jurisdiction and the level of office contested. Another method is appointment, where individuals
are selected by authorities like governors or presidents. This approach often prioritizes qualifications
and expertise, enabling leaders to choose candidates they believe will effectively fulfill specific roles.
While appointments can facilitate efficient decision-making, they may also raise concerns about
political favoritism or insufficient public involvement.

Nominations by political parties or organizations are also integral to the selection process, as
candidates are frequently chosen through conventions or committee selections that reflect party
values and priorities. This can simplify voter choices but may restrict options to those aligned with
major political affiliations. Merit-based selection is particularly important for bureaucratic positions,
emphasizing candidates’ qualifications, skills, and performance to ensure that capable individuals hold
key roles. In some local governance contexts, lotteries may be employed to randomly select officials
from a pool of qualified candidates, promoting fairness and representation. Consensus building, often
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utilized in smaller communities, involves leaders or stakeholders agreeing on candidates through
mutual respect and collaboration, fostering unity but potentially lacking the broad representation
characteristic of electoral systems. Furthermore, civil service exams may be mandated in certain
jurisdictions for individuals aspiring to public office, evaluating their knowledge and skills relevant to
the positions they seek. Each of these selection processes embodies different governance values, such
as representation, efficiency, and accountability, influencing how public officials are chosen and how
they serve their communities.

Selection methods for public office positions vary beyond just political appointments. Among them,
merit-based selection stands out as the most convincing and widely accepted approach, emphasizing
qualifications, skills, and performance to promote fairness and equal opportunity. In contrast,
seniority-based selection relies on tenure, which may perpetuate inequities if it does not align with
actual competence. Political patronage, based on personal or political connections, is often seen as
unfair and nepotistic, lacking transparency. Lastly, random selection employs a chance-based method

that can appear arbitrary and meritless, though it is transparent in its process.

Table 2. Various Methods for Selecting Personnel in Public Administration

S No Selection Merit-Based Seniority-Based Political Random Selection
Method Selection Selection Patronage
Selection based Selection based on Selection based Selection based on
. on qualifications, tenure or length of | on connections or | chance or lottery
1 |Meaning . . IS
competency, skills, service political influence.
and performance
Objective criteria Length of service or | Personal Random draw or
2 | Criteria (e.g., Exams, tests, experience or political selection process
interviews) connections
Promotes fairness and | Can perpetuate Often seen Can be perceived as
3 | Fai equal opportunity inequities if seniority | as unfair and arbitrary or lacking
airness S .
does not reflect nepotistic merit
competence
Generally transparent, | Less transparent; Often lacks Transparent in process,
with clear criteria. decisions may not be | transparency; but not in outcomes
4 | Transparency clearly articulated decisions are made
behind closed
doors
Aims to place the May not necessarily | Often results May result in a mix
5 | Effectiveness most .qualiﬁ.ed lead to the most . @n qngualiﬁ(?d of qualliﬁed ?nd .
individuals in roles. | capable leadership individuals in key |unqualified individuals
positions
Can enhance morale | May demotivate Can lead to distrust | Can create randomness
6 Impact on by rewarding high performers if and dissatisfaction |that may frustrate
Morale competence. they see less capable | among staff employees
individuals promoted
Competitive exams, | Automatic Appointments Lottery systems for
7 | Examples performance promotions based on | based on political | public roles.
evaluations. years served loyalty

Source: Calculated by the authors based on Salgado and Moscoso (2008)
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Rationale of Merit based Selection Process

Merit-based selection systems in public administration are designed to ensure that individuals are
chosen for positions based on their qualifications, skills, and performance rather than on arbitrary
factors such as nepotism, favoritism, or political connections. Here are some major rationales behind
this approach:

Fairness and Equality: Merit-based systems promote equal opportunity by ensuring that all candidates
are evaluated based on the same criteria. This helps mitigate discrimination and ensures that everyone
has a fair chance of being selected for a position.

Competence and Performance: By focusing on candidates' qualifications and competencies, merit-
based selection helps to ensure that the most capable individuals are in positions of responsibility,
leading to improved job performance and efficiency in public administration.

Public Trust: When public officials are selected based on merit, it fosters trust and confidence among
the public. Citizens are more likely to support governmental institutions when they believe that leaders
are chosen fairly and are qualified for their roles.

Accountability: A merit-based selection system creates a culture of accountability, as individuals
know they are being held to a standard based on their abilities and achievements. This can lead to a
more dedicated workforce.

Diversity and Inclusion: By implementing a structured selection process, organizations can create
pathways for diverse candidates to enter public service. This can enrich the workplace with varied
perspectives and experiences, ultimately leading to better decision-making and representation.

Long-Term Stability: A merit-based system contributes to the stability and continuity of public
administration by ensuring that hiring practices are systematic and based on qualifications rather than
changing political dynamics.

Encouragement of Professional Development: Knowing that promotions and career advancements are
based on merit can incentivize employees to pursue continuous learning and professional development.

Control of Corruption: Minimizing bias in the selection process helps reduce opportunities for corrupt
practices, such as bribery or favoritism, thereby promoting integrity within public service.

Each of these justifications highlights the importance of adopting a merit-based selection system to
improve the effectiveness and legitimacy of public administration. While meritocracy fosters fairness
by rewarding individuals according to their skills and accomplishments, it also encounters various
challenges. Below are some key issues related to meritocracy:
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Challenges:

Merit-based selection presents several significant challenges, including biases in evaluations, unequal
access to opportunities, and differing interpretations of merit. Recognizing these obstacles is crucial,
but it's also important to develop strategies that bridge these gaps. A more equitable system is needed
that not only values merit but also fosters inclusivity and fairness, ensuring that all qualified individuals
can succeed in the selection process.

Equity vs. Inequality of Opportunity: Equity prioritizes fairness and justice by tailoring support to
address the unique needs of individuals in order to attain similar outcomes, while equality emphasizes
treating everyone the same and providing uniform resources or opportunities, regardless of their different
circumstances. Individuals do not all begin from the same baseline; factors such as socioeconomic
status, access to education, and social networks can greatly affect their opportunities. Meritocracy
may unintentionally benefit those who are already privileged, perpetuating a cycle of inequality. By
prioritizing equity, there is a potential risk of compromising the principles of meritocracy.

Assessment Bias: The evaluation of merit can be subjective and affected by biases stemming from
selection tests, as well as factors such as test methods, gender, race, ethnicity, and more. Unconscious
biases can distort perceptions of qualifications and abilities, thereby compromising the fairness of the
selection process.

Neglect of Non-Academic skill and Behaviour part: Behavioral attributes is a significant issue
in strictly meritocratic systems, which often place excessive emphasis on quantifiable metrics like
standardized tests and grades. This narrow focus can fail to adequately capture an individual's
potential, creativity, and soft skills, resulting in a workforce that lacks essential interpersonal and
practical abilities such as leadership, emotional intelligence, and collaboration. Moreover, the
relentless pressure to succeed and continually validate one’s worth can lead to stress, burnout, and
anxiety, adversely affecting mental health and overall well-being. In such high-pressure environments,
crucial factors like a candidate's attitude, behavior, and mental background-vital for success in real-
world situations—are frequently overlooked.

Sustainability of Talent and possibility of conflict: The potential for conflict can be significant
concerns in a purely meritocratic system, as it may discourage collaboration and teamwork in favor of
individual advancement. This competitive culture can harm overall organizational health. Furthermore,
established hierarchies and structures might resist adopting meritocratic principles out of fear of losing
power or status, leading to conflicts that hinder progress toward a more equitable system.

Cultural and Contextual Differences: The concept of "merit" can vary greatly across different
cultures and situations. Let's, look In the 18th century, merit was frequently linked to wealth, physical
prowess, and elite connections, whereas today, those with greater knowledge, innovative ideas, and
persuasive skills are often deemed meritorious. A meritocracy that works well in one context may not
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be effective or applicable in another, leading to misunderstandings and misalignments. Additionally,
in some contexts, there may be an erosion of traditional values, as the focus on individual merit
can overshadow community values or support systems, resulting in a diminished appreciation for
collaboration and the significance of community.

Short-Term Focus: A meritocracy can promote an emphasis on immediate results and achievements,
potentially compromising long-term development and sustainability, which in turn impacts the overall
growth potential of both individuals and organizations. To tackle these challenges, a thoughtful
and nuanced approach to talent management and organizational design is necessary to ensure that
meritocracy effectively fosters equity and opportunities for everyone.

Meritocracy vs Inclusive Participation: The tension between meritocracy and inclusive participation
is a key issue in merit-based selection systems. While meritocracy promotes rewards based on
individual skills and achievements, it can inadvertently exclude marginalized groups who face systemic
barriers to demonstrating merit. Conversely, inclusive participation emphasizes equitable access and
representation, acknowledging that merit is influenced by diverse backgrounds and experiences. The
challenge lies in balancing these concepts to create selection processes that uphold high standards
while ensuring fairness and inclusivity, thereby addressing existing inequalities in opportunities.

Talent management and Meritocracy: Talent management and meritocracy are interconnected
concepts focused on optimizing human resources within organizations. Talent management involves
strategies to attract, develop, and retain employees, while meritocracy emphasizes rewarding
individuals based on their performance and capabilities. For effective talent management in a
meritocratic environment, it's crucial to ensure fair, transparent, and inclusive selection criteria that
minimize biases against marginalized groups. Balancing these elements fosters a culture of excellence,
promotes diversity, and provides equal opportunities, ultimately enhancing organizational performance
and harnessing the full potential of all employees.

Future of Merit-Based Personnel Selection System

The future of merit-based personnel selection systems in public administration is set for considerable
transformation, influenced by advancements in technology, shifting societal expectations, and an
increasing focus on diversity and inclusion. Key trends are emerging that will shape this evolution,
highlighting the need for systems that are not only effective but also responsive to the changing

landscape of public service.

One major trend is the integration of technology, particularly the use of artificial intelligence (Al) and
data analytics. These innovations are anticipated to revolutionize the selection process by enabling
automated systems to sift through vast amounts of candidate data to identify the most suitable candidates
for various positions. This approach promises to enhance objectivity and efficiency in assessments
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while utilizing predictive analytics to better inform decision-making, predicting candidates' potential
performance by analyzing historical data.

The methods used for candidate assessment are likely to become more sophisticated. Future selection
processes are expected to incorporate diverse assessment tools, such as virtual simulations and
situational judgment tests, which offer deeper insights into candidates' problem-solving capabilities and
interpersonal skills. By aligning these assessments more closely with job requirements, organizations
can make better-informed decisions that align with the specific needs of their roles. (Mulligan, 2023)

There will be a growing emphasis on diversity and inclusion within merit-based systems. Recognizing
the value of a diverse workforce in enriching decision-making and enhancing public service, recruitment
practices will aim to attract candidates from various backgrounds. This commitment to inclusivity
will be essential to ensure that meritocracy is not sacrificed for the sake of uniformity. Furthermore,
as the job landscape continues to evolve, there will be an increased focus on continuous learning
and professional development, prioritizing candidates' potential for growth and adaptability alongside
their current qualifications. Ultimately, the future of merit-based personnel selection systems holds
great promise for improving the effectiveness and integrity of public administration by embracing
technological advancements, fostering diversity, and adhering to strong ethical principles.

In the early 19th and 20th centuries, socialists viewed meritocracy as a vital solution to combat nepotism
and social hierarchies, while conservatives expressed concerns that it could disrupt established
structures. This perspective has since reversed; contemporary socialists often advocate for quotas and
preferential treatment, whereas the liberal right emphasizes equal opportunity. Public sentiment largely
reflects this liberal viewpoint, recognizing that while merit-based systems can contribute to some
level of social stratification, alternatives like identity-based reward systems may undermine social
cohesion and provoke economic challenges. To enhance merit-based selection, it is crucial to address
systemic biases and ensure that equal opportunities are available to all individuals, irrespective of
their backgrounds. Historical evidence supports that meritocracy promotes both economic and social
benefits by encouraging effort and talent, reinforcing the idea that, while acknowledging the importance
of hard work, meritocracy must be refined to guarantee fairness and boost social mobility—an idea
strongly advocated by educator Horace Mann, who believed in education as the great equalizer.

In conclusion, the principles of merit-based selection and meritocracy are foundational to a functioning
bureaucracy, guaranteeing that qualified individuals are appointed to roles where they can effectively
serve the public. Nonetheless, it is vital to acknowledge potential shortcomings within this framework,
caused by ingrained inequalities and biases that can obstruct genuine meritocratic outcomes. To ensure
the delivery of sustainable and effective services, it is essential to confront these issues through policy
reforms, equitable access to opportunities, and continuous training and support. By taking these steps,
we can cultivate a bureaucratic culture that not only prioritizes merit but also promotes fairness and
inclusivity.
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Provincial Financial Management in Nepal: Struggles
and Opportunities

Purushottam Sharma”
Abstract

This article examines the state of public financial management (PFM) at Nepali provincial level in
the context of its federal governance structure. It examines the state of PFM at the provincial level,
highlighting persistent challenges and emerging opportunities. Despite constitutional mandates and
legal frameworks, provinces face critical issues including weak institutional capacity, limited internal
revenue mobilization, unrealistic budgeting, and dependence on federal transfers. The imbalance
between recurrent and capital expenditures, along with growing budget sizes unaligned with actual
revenue potential, reflects deeper structural problems in provincial fiscal management. However, the
article identifies opportunities for reform. The constitutional and legislative framework provides a
strong foundation for fiscal federalism, enabling provinces to exercise financial autonomy and improve
governance. Functional institutions, such as the National Natural Resources and Fiscal Commission
and provincial planning commissions, offer potential for improved intergovernmental coordination
and equitable resource distribution. Strengthening institutional capacity, improving transparency,
and promoting evidence-based budgeting are critical steps toward building a more accountable and
sustainable provincial PFM system. The study concludes that existing legal provisions and institutional
structures enable provinces to better meet development objectives and strengthen Nepali evolving
federalism.

Keywords: public financial management, fiscal federalism, provincial governance, budget

discipline, intergovernmental transfers
Introduction

Public Financial Management (PFM) simply refers to the management of public income and

expenditure. The methods, processes, procedures, and systems adopted to manage government receipts

* Joint Secretary, Government of Nepal
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and payments are collectively referred to as Public Financial Management. This includes managing all
types of government receipts (taxes, non-tax revenue, grants, loans etc.) and payments (allocations,
grants, repayment of borrowings etc.). Public finance management encompasses a range of critical
components—including budgeting, accounting, reporting, treasury and revenue management,
procurement, and management information systems all of which are essential for the effective
operation of government functions (Adhikari & Shrestha, 2019). A PFM system, in any country, aims
to ensure aggregate fiscal discipline by fostering a predictable, transparent, and accountable financial
governance framework, while institutionalizing principles of good governance across all levels of
government (Dahal, 2013). Effectively operating the public financial resources in a manner that
achieves the intended objectives and results is what constitutes public financial management. Public
resources should be used in the most effective manner to meet the highest needs of the people. Income
and expenditure-related activities require parliamentary approval and oversight. Financial transactions
and activities must be transparent, results-oriented, accountable, and responsible (Kumagai et al.,
2019).

Nepal made a significant shift from a unitary to a federal system of government with the adoption
of the 2015 Constitution. The establishment of seven provinces, each with its own government, held
out the prospect of increased autonomy and decentralization, particularly with regard to financial
management. Provincial governments, as per the current governance systems in Nepal, have their
own responsibilities and functions in fiscal management including the collection of taxes, allocation
of budgets, and provision of services. However, Nepal's provincial governments still struggle with
adequately handling their financial affairs in spite of the country's decentralized federal governance
system.

The challenges of managing their financial affairs at the province level stand out as an area of priority
in reform endeavors. This paper aims to examine the challenges faced by PFM at the provincial level
in Nepal, particularly in the context of its ongoing efforts toward improvement. It also explores the
opportunities presented by the current framework of fiscal federalism to strengthen the effectiveness
and sustainability of federalism in the country.

Literature Review

Scholars of Public Administration and Management have consistently emphasized that financial
resources constitute the vital foundation upon which public organizations operate and sustain their
functions (Kioko et al., 2011). Effective PFM is about good governance and sustainable development.
PFM enables countries receiving donor funding to build institutional capacity and utilize resources
more efficiently (Pokharel, 2022). Financial management breeds trust between the citizens and the
government by ensuring efficient and equitable use of public resources. This will, in turn, provide an
avenue for governments to implement policies for economic growth, enhanced service delivery, and
reduction of poverty.
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To achieve economic growth, stability, and social justice, the primary goal of PFM is to make sure the
system is accountable, transparent, responsible, and result-oriented. Achieving national development
goals, maintaining economic stability, and practicing good governance all depend on effective
PFM. Effective PFM covers more than simply financial management; it includes fostering citizen-

government trust.

Effective financial management is not only about the management of money, but it is also something
more valuable: trust between governments and citizens. Well-managed public finances can contribute
to development at the national level, improve service delivery, and increase social equity. Particularly
in developing countries, sound PFM systems lie at the very heart of fostering development and
improving the lives of the poorest and most marginalized groups.

The procedures of budgeting, revenue creation, expenditure management, and fiscal accountability
that take place within the government are together referred to as public financial management. These
financial activities in the public sector are cyclical, and they remain continuously active, passing
through various stages each fiscal year. Strong financial management institutions are built on the
effectiveness of all these stages.

Reviewing the implementation achievements of past fiscal policies, analyzing the economic and
financial situation, and outlining the necessary policy programs for the nation. In this stage, the
technical work of formulating the budget based on the policy is carried out, involving various
institutions and sequential tasks. The proposed budget is presented to the parliament for discussion and
approval on both a theoretical and subject-specific basis. Implementing the income and expenditure
management in alignment with parliamentary approval and set targets, within the specified timeframe.
Financial transactions are recorded and reported in the prescribed format, providing information
about the financial activities.Detailed and systematic audits are conducted to verify compliance with
parliamentary approvals and to ensure the correct implementation of the budget. Citizens' participation
through various mechanisms such as civic forums, beneficiary evaluations, and public dialogues also

helps in financial oversight.

The PFM domains are essential areas for ensuring the effective, accountable, and transparent
management of public funds. Governments can establish mechanisms that enhance service delivery
and enhance governance by concentrating on the budgeting process, income generation, expenditure
control, sustainability of debt, and fiscal accountability. These mechanisms are considered as the
fundamental arears of PFM.

Fiscal Distribution in Federal Structure

The Constitution of Nepal, 2015 established the structure of the country as federal democratic republic.

The national and broader issues like defense, foreign affairs, and fiscal policy are included within the

federal authority. The country is divided into three tiers: one center, seven provinces, and 753 local
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governments. Each level, therefore, enjoys its own legislature, government, and is supposed to ensure
good governance through shared and self-rule.

The federal structure pursued decentralization for wider political representation and autonomy of
diversified communities in Nepal. Each level enjoys different powers and responsibilities, including
the management of public finances. Fiscal decentralization is widely recognized as fundamental,
emphasizing that financial resources should be allocated in a manner that effectively supports local
development priorities.

The Constitution of Nepal (2015), along with subsequent legislation such as the Intergovernmental
Fiscal Management Act (2017), governs the distribution of financial resources among the different
tiers of government. This distribution is carried out through mechanisms including revenue generation
and collection rights, revenue sharing arrangements, and the provision of grants. Theunderlying
principle inrevenue collection and sharingmechanismsis designed to ensureall levels of government
have sufficientresources toperformtheirfunctions.

Most of revenue is collected by the federal government under the revenue raising rights, and it is then
redistributed to provincial and local governments with the help of predefined sharing formulae. It
considers population size, incidence of poverty, and special needs. Provinces and local governments still
suffer from fiscal imbalance, a situation wherein revenues collected within their respective jurisdictions
are not enough to meet local development requirements. They have limited revenue sources and have
limited mobilization capacity and rely mostly on revenue sharing and intergovernmental transfers due
to limited potential revenue on their own.

Constitution has provided a structure for Intergovernmental Fiscal Transfer, where the federal
government constitutionally has to provide four kinds of grants to the provincial as well as local
government. Provincial government also provide the same type of grants to the local governments
as well. These are equalization, conditional, special, and Matching grants. Equalization Grants are
designed to reduce fiscal disparities in various provinces and local government levels, conditional
grants have specific purposes and could be intended for education, health, and infrastructure
development, while special grants would be given for certain projects or development initiative
activities in underprivileged areas.

Provincial Financial Management

Provincial Financial Management involves building strong frameworks of budgeting, revenue
collection, and expenditure management, while introducing transparency and anti-corruption
mechanisms. With strategic financial planning, PFM allows governments to pursue long-term
fiscal health, high performance in the public sector, and proper resource allocation to infrastructure,
education, and healthcare, among other priorities. However, Nepal's provincial governments still
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struggle with adequately handling their financial affairs in spite of the country's decentralized federal
governance system.

With the adoption of the new Constitution, Nepal’s PFM system shifted from a unitary to a federal
structure. However, over the past seven years, the experience of provincial governments suggests that
the PFM system has yet to achieve the desired level of effectiveness. As Pant (2012) observed, Nepal’s
PFM framework-similar to that of many developing nations-remains largely centered on control and
accountability, rather than on the strategic allocation of limited public resources to targeted programs
that support national development goals. This has led to ongoing challenges in provincial financial
management, which can be viewed as part of a broader struggle to adapt systems and practices to the
federal context.

Effectiveness of Fiscal Policy

Fiscal policy is the course of action taken by the government regarding taxation, public spending, and
borrowing. It means visioning a structured plan or process as to how the government will handle its
finances to attain certain economic objectives like growth, stability, employment, poverty reduction
etc. Despite a guiding framework, fiscal policies are not being effective as desired. Political instability
and frequent changes in the leadership is degrading the development of consistent fiscal policies.
There is no adequate workout and discussion on revenue mobilization, capital formation, employment
generation and overall fiscal issues during budget formulation and approval. The principles and
priorities of the budget, the policies and programs of the provincial government do not even sometime
come at the time specified by law. These all makes the fiscal policy more limited, theoretical and
formal rather than effective, implantable and result oriented.

Fiscal Gap

One of the hitting issues that the provinces are facing is the presence of horizontal and vertical
fiscal gaps. These gaps have led to difficulties in the use of resources, development budgeting and
the daily operations of the provinces. There exists a fiscal discrepancy between the sources required
for expenditure and revenue generated from provincial revenue rights. In other side there also exist
the differences in revenue capacity among provinces. As a means to fill these gaps, it is required
constitutionally to provide financial equalization grants on the basis of the revenue capacity and
expenditure requirements. However, an objective review of spending needs and careful analysis of tax
capacity and effort taken has not been taken in account. As a result, the tax effort has been lower, and
the overall ability of the provinces to manage finance has been poor.

Internal Revenue Mobilization

The proportion of internal revenue to the total expenditure of provinces is negligible, and they are
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forced to rely heavily on federal government finances. Provinces have very limited rights when it
comes to generating revenue. The only exclusive revenue they can rely on is agricultural income tax,
and they haven't been able to tap into it effectively. Some taxes, such as vehicle taxes, fall under shared
rights, and provinces receive a portion from their distribution.

There are differences in revenue potential, capacity, and efforts among provinces. Some provinces
have potential but there is lack of capacity and effort, while others have low levels in all three measures
(potentiality, capacity, and efforts). Despite this, the provincial tax administration system is still in
its early stages of development. Provinces do not have the institutional capacity or infrastructure
same like Internal Revenue Department (IRD) in Center. This results in inefficiencies like poor tax
collection, inadequate monitoring, and a dearth of comprehensive data systems for tax assessment and
enforcement.

Ballooning of Budget

Provincial governments in Nepal are facing ‘ballooning” syndrome in budget sizes. Each year, these
governments ambitiously plan their budget size to fund new programs and projects, often ignoring the
actual income and spending patterns from the previous year. The resource estimation in Nepal is mostly
based on accounting information and expenditure trends. (Pant, 2012). Provinces often overestimate
their internal revenue projections, resulting in a significant mismatch between the proposed budgets
and the actual funds available. This not only undermines fiscal discipline and weakens the credibility
of the budgeting process but also contributes to ineffective budget implementation, inefficient use
of resources, and an increase in fiscal liabilities. The problem is worsened by the lack of strong tax
administration systems at the provincial level. Inaccurate revenue projections further complicate the
budgeting process, making it unrealistic and unsustainable. As a result, provinces are stuck in a cycle
of increasing budget sizes without matching revenue growth, which weakens budget credibility and
adds to financial burdens.

Budget Structure

Provincial governments are fighting with serious financial challenges due to shortcomings in their
budget structures. The lack of improvement in how revenue is generated and spent has left provinces
struggling to expand their budgets. Since internal revenue remains weak, provinces are unable to
achieve economic self-reliance and often rely on external support. To make matters more difficult,
they lack the ability to mobilize internal loans, which means they cannot operate deficit budgets—an
essential tool for driving growth.

At the same time, the failure to implement necessary reforms has hurt efforts on capital formation.
Instead of directing funds toward productive investments, rising recurrent expenditures such as
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administrative costs continue to consume a large portion of resources (Devkota et al., 2021). The
creation of parallel structures, increasing number of political appointments, and other distribution-
focused programs have further stretched already limited funds. This ongoing trend is making it
harder for provinces to achieve long-term development goals and allocate resources toward essential
infrastructure and capital-building initiatives.

Selection of Budget and Programs

Budget formulation is a fundamental pillar of PFM, directly influencing how public resources are
allocated to meet provincial priorities and support sustainable development. It involves strategic
planning and coordination among political leaders and public officials to ensure resources are directed
toward impactful programs. However, the process often faces challenges, particularly the prioritization
of infrastructure projects without adequate preparation and studies. Development work is often
not based on actual needs, as officials tend to focus only on their own constituencies; subnational
entities must take citizens' voices seriously and coordinate more effectively to meet the rising public
expectations (Devkota, 2021, p26). This results in inefficient spending, uncertain outcomes, and
reduced sustainability of public investments.

Beyond these challenges, significant inefficiencies stem from fragmented budgeting and the influence
of personal or political interests, which often result in resources being dispersed across a wide array
of small-scale projects. This dilution of funds weakens their potential to contribute meaningfully to
capital formation and long-term infrastructure development. Furthermore, inadequate coordination
between different levels of government leads to overlapping responsibilities and duplicated efforts,
undermining the coherence and effectiveness of public investment. As a result, the average cost
allocated per project continues to shrink year after year, reducing the scale, impact, and sustainability

of development initiatives.
Inter-Governmental Fiscal Transfer and Revenue Sharing

The constitutional framework of Nepal mandates equitable revenue allocation among federal,
provincial, and local governments to uphold fiscal autonomy and promote balanced resource
distribution. However, the current fiscal transfer and revenue-sharing practices face multiple structural
and operational challenges. Delays in fund disbursement, unpredictable allocations, and lack of
transparency in the transfer process create significant uncertainty for subnational governments in
planning and executing development programs and ensure effective service delivery.

The criteria for revenue sharing are often imprecise and inconsistently applied, leading to disparities
across provinces and local governments. Furthermore, excessive dependence on fiscal transfer has
discouraged subnational governments from mobilizing their own revenue sources, thereby weakening
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their financial autonomy and long-term sustainability. There is a growing need to streamline fiscal
transfer processes, ensuring timely and equitable distribution to reduce intergovernmental conflicts
and strengthen fiscal discipline and coordination among governments.

Debt Management

The constitution provides the federal government exclusive right to obtain foreign aid and loans.
Under the Loan and Guarantee Act, 2025 BS, the federal government is permitted to obtain
bilateral, multilateral, concessional, or other types of loans to address fiscal deficits across all levels
of government. Provincial governments can raise internal loans as per the recommendation of the
National Natural Resources and Fiscal Commission (NNRFC). Despite this provision, no province has
successfully mobilized internal loans to date.

Some provinces include internal loan as a funding source in their annual budgets without necessary
groundwork or institutional preparedness. The NNRFC has advised that such borrowing should follow
due processes, including proper assessments and regulatory compliance. However, legal complexities,
weak institutional capacity, and lack of financial discipline have hindered implementation. As a result,
internal loan announcements remain largely symbolic, with no practical execution, posing challenges
to fiscal stability and long-term development.

Unsecured Commitments and Liabilities

Provincial governments increasingly face a widening gap between available financial resources and their
approved budgets. As budgets size expand, numerous new projects are added without understanding
of fiscal capacity, creating long-term financial liabilities. Many of these are multi-year commitments
approved without adequate planning and secured funding, leading to incomplete implementation
and the accumulation of unpaid obligations year after year. This cycle places significant strain on
provincial finances, as limited resources are insufficient to meet past commitments, yet new projects
continue to be introduced annually.

This pattern has led to a growing fiscal crisis at the provincial level. Development funds are
continuously expanded to accommodate new programs yearly, while earlier commitments remain
neglected. Inefficient budgeting, driven by fragmented planning and poor coordination between
government tiers, further hampers the effective use of public funds. Over time, these inefficiencies
limit governments' ability to allocate resources effectively, causing financial constraints that weaken
sustainable development efforts.

Institutional Capacity

A major challenge in provincial financial management is the persistent institutional capacity gap.

Many provincial ministries and departments, including the Ministry of Economic Affairs, lack skilled

~ 108 ~



Nijamati Sewa Patrika Volume 1 & 2 Issue, Asar, 2082, P 101-115

professionals in key areas such as financial planning, budgeting, accounting, auditing, and monitoring.
This shortage hinders effective fiscal management and policy implementation. Moreover, there is a
notable absence of structured training programs to build and enhance technical skills, limiting staff
capacity to adapt to modern financial systems and evolving practices. In addition, experience-sharing
between different levels of government-especially between federal and provincial institutions-remains
limited and largely underutilized. This lack of coordination and knowledge exchange constrains the

dissemination of best practices and valuable lessons that could strengthen institutional performance.
Budget Discipline and Governance

Provinces are facing several challenges to maintain budget discipline and governance, which continue
to weaken public financial management system. A key issue is the imbalance in budget spending,
resulting in rushed and excessive expenditures in the final quarter of the fiscal year. Meanwhile,
recurrent (operating) expenditures are steadily increasing each year, while capital expenditures remain
relatively low which indicates limited long-term developmental outcomes.

General syndromes of provincial PFM, mid-year revisions of budgets and programs, along with
frequent fund transfers and reallocations etc. disrupt the consistency and reliability of PFM system.
Lack of transparency, Corruption and delays in project implementation further undermine budget
governance. Another growing concern in provinces is the annual increase in Irregularities, signaling
weak financial accountability. Overall, Nepal’s budgeting system struggles with unrealistic planning,
weak project execution, and insufficient oversight. Budgets are often not aligned with actual spending
capacity, and fiscal discipline is compromised by structural inefficiencies and governance lapses.

Opportunities in Provincial Financial Management

Provincial financial management in Nepal faces persistent challenges, including limited fiscal capacity,
institutional inefficiencies, and weak intergovernmental coordination. However, these challenges also
present opportunities for growth and reform. With an evolving federal structure, provinces now have
greater autonomy, legal authority, and untapped potential for local revenue generation. By strategically
identifying and leveraging these strengths, provinces can enhance fiscal discipline, improve service
delivery, and strengthen accountability. Transforming existing challenges into opportunities through
effective financial governance will be critical in building fiscally resilient, responsive, and capable
provincial governments-laying a strong foundation for inclusive development and sustainable
federalism in Nepal.

Constitution provides the foundation for Financial Management in Federal Structure Nepal’s
Constitution lays a strong foundation for public financial management across all tiers of government-
federal, provincial, and local. Article 56 outlines the three-level structure, while Article 57 distributes
powers among them as detailed in constitutional Schedules. Each level has the authority to make laws,
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formulate budgets and policies, and implement financial decisions within its jurisdiction, as stated
in Article 59(1). The Constitution grants sub-federal levels both functional responsibilities and the
power to raise revenue. Article 60 empowers provinces to levy taxes and collect revenue, while also
mandating the federal government to ensure equitable revenue distribution. Fiscal transfers, including
grants and shared revenues, are recommended by NNRFC.

Further, Article 204 requires each province to maintain a Consolidated Fund for all revenues, loans,
and repayments received. Provisions in Articles 231-237 ensure coordination and cooperation
between different levels of government. Additionally, Articles 59(3) and 59(7) obligate provincial
and local governments to align their budgetary and financial practices with federal laws, promoting
fiscal discipline and consistency nationwide. This constitutional framework presents a significant
opportunity for provinces to strengthen their public financial management systems by leveraging their
fiscal authority, ensuring accountability and delivering services more effectively within a well-defined
legal and institutional structure.

Federal and provincial laws on provincial finance are under implementation to
strengthen fiscal governance.

Nepal’s federal parliament has enacted several key laws to operationalize the constitutional provisions
for public financial management across all levels of government. These laws provide a structured
framework for managing intergovernmental fiscal transfers, defining institutional responsibilities, and
ensuring financial accountability (Devkota et al., 2021). The Intergovernmental Fiscal Arrangement
Act, 2074 lays out processes for grants, revenue-sharing, borrowing, and fiscal discipline among federal,
provincial, and local governments. The National Natural Resources and Fiscal Commission Act, 2074
establishes the NNRFC’s structure and mandates, aligning with principles of fiscal federalism. Similarly,
the Finance Procedure and Fiscal Responsibility Act, 2076 promotes transparency, accountability, and
results-based financial management at the federal level, with guidelines for budgeting, expenditure,
reporting, and audits.

Discussion

At the local level, the Local Government Operations Act, 2074 defines the financial procedures and
responsibilities of local governments, including fund management, budgeting, and procurement.
Furthermore, the Federal, Provincial and Local Level (Coordination and Interrelations) Act, 2077
addresses mechanisms for intergovernmental coordination. Each province has also enacted its own
Financial Procedures Act, along with laws governing intergovernmental transfers and revenue sharing.
This comprehensive legal framework presents a valuable opportunity for provinces to enhance their
public financial management systems within a clearly defined institutional and legal structure.
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Nepal has established a functional institutional framework to support effective Financial Management
across all levels of government. At the national level, the National Planning Commission leads
the formulation of strategic and periodic development plans, allocates resources, and monitors
implementation. At the provincial level, Provincial Planning Commissions perform similar functions
by developing and facilitating provincial plans and policies. The Ministry of Finance plays a central
role in managing fiscal federalism and preparing the federal budget, while the Ministry of Economic
Affairs and Planning performs similar responsibilities at the provincial level. The NNRFC is an
independent constitutional body responsible for designing fiscal transfer mechanisms and estimating

resources for equitable distribution.

The Financial Comptroller General Office (FCGO) oversees treasury operations, budget execution, and
consolidated accounting for all government tiers. In provinces, Provincial Treasury Controller Offices
manage the Province Consolidated Fund, monitor provincial spending, and prepare annual financial
statements. For audit and oversight, the Office of the Auditor General (OAG) conducts final audits at all
government levels. Provincial assemblies, through finance and public accounts committees, exercise
financial oversight. Each province also has a Resource Committee to assess economic indicators and
a Province Development Council to guide development, led by the chief minister.

To ensure coordination, the Inter-Provincial Council resolves disputes among provinces, while the
Intergovernmental Fiscal Council facilitates consultation on fiscal matters among the three tiers of
government. These institutional provisions create significant opportunities for provincial financial
management by enabling structured planning, equitable resource allocation, transparent budgeting,
and coordinated oversight within a federal framework.

Nepal’s constitutional framework for fiscal federalism is well-established, providing clear guidelines
for expenditure and revenue assignments among different levels of government. The Constitution
establishes the core functional responsibilities of provincial governments, which have been
further detailed through federal laws and decisions regarding the unbundling of functions. These
responsibilities are reflected in each province's business allocation rules (Devkota et al., 2021).
Provincial taxation powers are also defined in the Constitution, granting provinces authority over their
tax base and rates within their jurisdiction. To promote balanced national development, a structured
fiscal transfer system ensures equitable distribution of national resources, recognizing the fiscal rights
of sub-national governments. NNRFC recommends criteria for these transfers, emphasizing fairness.
For example, the Karnali Province, which trails in socioeconomic development, receives the largest
portion of equalization grants.

Provinces have shown progress in enhancing their revenue collection capacities. They have begun
expanding their tax base by tapping into new areas such as FM radio licensing, business registration,
and water usage charges, demonstrating their commitment to fiscal self-reliance (Devkota et al.,
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2021). A revenue-sharing mechanism has also been implemented, where both provincial and local
governments receive 15 percent of value added tax (VAT) and excise duty collections, and 25 percent
of royalties from natural resources like water, forests, electricity, mining, and mountaineering. To
ensure fiscal discipline, limits on internal borrowing have been introduced. The NNRFC advises that
sub-national units restrict their internal debt to a fixed percentage of their total revenue, which includes
both intergovernmental transfers and revenues generated independently.

Provincial planning and budgeting systems in Nepal are now well-established and operational. All
seven provinces have formed dedicated institutions called Province Policy and Planning Commissions
(PPPCs) to lead strategic planning processes. These bodies have formulated provincial periodic
plans, with some provinces already implementing their second periodic plan, reflecting institutional
continuity and evolving governance capacity.

Provinces have adopted structured budgeting practices, including the use of fiscal calendars,
expenditure guidelines, and strategic priority frameworks. Most have begun systematically prioritizing
projects and programs to align with development goals and available resources (Devkota et al., 2021).
To support informed fiscal decisions, each province has established a resource estimation committee
tasked with forecasting revenue and setting expenditure ceilings. The issuance of advance budget
ceilings is also being practiced, improving the predictability and discipline of the budgeting process.

Policy Recommendations

There is increasing alignment between federal and provincial plans, both in terms of overarching
development objectives and policy direction. Provincial periodic plans are closely aligned with
the goals and strategies outlined in the national development framework, ensuring coherence and
integration across governance levels (Devkota et al., 2021). In addition, provinces have begun
institutionalizing tools such as the Medium-Term Expenditure Framework (MTEF) to enhance fiscal
discipline and support multi-year planning.

Advancing ICT Integration in Provincial Financial Management

Provinces are increasingly leveraging Information and Communication Technology (ICT) to enhance
the efficiency and transparency of financial management. Software-based systems, including the
Provincial Line Ministry Budget Information System (P-LMBIS), are being used to streamline budget
formulation and execution. Efforts are underway to integrate P-LMBIS with the federal LMBIS,
promoting greater coherence and data sharing between levels of government (Devkota et al., 2021).
Provinces have also adopted digital tools such as the Provincial Treasury Single Account (PTSA) for
accounting and expenditure management. These ICT systems have significantly improved the quality
of financial data compilation and have strengthened transparency and accountability in PFM.
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In parallel, provinces are establishing project banks to better manage and prioritize investments. These
databases support the identification and evaluation of projects, especially large-scale infrastructure
initiatives, often designated as “province pride projects.” Several sectoral ministries have begun
aligning their project proposals with project bank guidelines during budget formulation, promoting
strategic planning and resource allocation. A robust PFM system is now operational across all
provinces, encompassing the full budget cycle from preparation to execution and reporting. Key
PFM tools, such as the unified Chart of Accounts, PTSA (linked with the federal TSA), standardized
accounting formats, and internal control guidelines, have been institutionalized. These tools ensure
fiscal discipline and enable consistent integration of provincial expenditures with the national financial
reporting system.

Strengthening Financial Reporting and Oversight at the Provincial Level

A structured financial reporting and oversight system has been established across provincial
governments, contributing to greater transparency and accountability in public financial management.
The use of unified accounting codes enables the integration and consolidation of financial data across
all three tiers of government, facilitating comprehensive and standardized financial reporting at the
provincial level.

Provincial governments now prepare financial statements in accordance with the Nepal Public Sector
Accounting Standards (NPSAS), which are aligned with federal practices. In addition, accounting
formats have been developed to support the gradual transition from a cash-based to an accrual-based
accounting system, enhancing the quality and relevance of financial information.

An internal control framework, developed by the FCGO, is applicable across federal, provincial,
and local governments. Provincial agencies are required to design and implement their own internal
control systems in accordance with the COSO framework and the International Standards of Supreme
Audit Institutions (ISSAI), ensuring consistency and effectiveness in financial oversight.

Internal audits are conducted by the Provincial Treasury Comptroller Offices to monitor compliance
and financial integrity. The OAG carries out the final audit of provincial accounts annually, with
the primary objectives of verifying the accuracy of financial statements, assessing compliance with
laws and regulations, and identifying potential areas of improvement. The OAG's audit reports are
being formally submitted to the respective Provincial Chiefs, reinforcing public accountability and
institutional transparency.

These efforts and developments provide mark significant progress and opportunities toward
strengthening sub-national governance, deepening fiscal federalism, and improving the overall quality
and effectiveness of provincial financial management in Nepal.
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Conclusion

Nepal’s transition to a federal governance system represents a landmark move toward decentralization
and inclusive development. While this framework permits provincial governments greater autonomy
over financial affairs, the gap between potential and practical implementation has become increasingly
evident over the years. Provinces continue to grapple with limited fiscal capacity, excessive reliance
on federal transfers, weak institutional infrastructure, and fragmented planning processes, all of which
undermine their ability to deliver essential services efficiently and foster sustainable development.
Addressing these challenges requires strengthened fiscal governance, enhanced institutional capacity,
and strategic resource mobilization to ensure that the federal system effectively supports regional
development and sustainable national prosperity.

The framework for reform and progress is well-established, supported by a robust constitutional
foundation and an expanding set of legislative provisions that define clear fiscal mandates and
operational protocols for subnational governments. Institutional arrangements, including Provincial
Planning Commissions, resource committees, and oversight mechanisms, have been instituted and are
progressively strengthening their role in governance. Notable advancements such as the adoption of
digital systems, the implementation of project banks, and the integration of public sector accounting
standards demonstrate a promising shift toward enhanced accountability and transparency in provincial

financial management.

Looking ahead, advancing provincial financial systems requires building upon existing momentum
and implementing strategic reforms. Provinces must prioritize enhancing internal revenue generation,
strengthening budget discipline, investing in institutional and human capacity, and fostering effective
intergovernmental collaboration to ensure efficient fiscal governance. Equally essential is the
promotion of transparency, adoption of performance-based planning, and reinforcement of financial
accountability as core principles of fiscal management.
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Building Public Trust in Government: Issues and Prospects

Ram Babu Nepal’

Abstract

Trust is one of the most predominant factors in building and sustaining trust in personal, social, po-
litical and economic relationships. It provides assurance to related parties that their interests shall be
taken care of and ensure mutual respect. Trust is more crucial to government because it has the power
to exercise authority and possibilities of misusing its mandate. Public concern on the performance of
government has been significantly increased in recent decades which have necessitated assessing the
degree of trust on different levels of governments and stakeholders. The major reasons to pay a greater
attention on public trust on government include slow economic growth, rising cases of corruption,
complains against public institutions for not performing well as compared to resources available and
authority entrusted, lack of transparency, weaknesses in holding managers accountable for perfor-
mance and stewardship of public resources and inefficiency in managing international relations. In
addition, failure of people’s representative in identifying challenges of society and nation. The main
factors influencing trust in government are behaviour and performance of public officials, coordina-
tion among public institutions and consistency in their approaches to manage public issues, integrity
and public service values, capacity of managing economy and international relations, selection of key
officials, response and address to public concerns. In Nepal, uncertainty public policies, negative per-
ception on the capacity of public officials and the practice of governance has remained key challenges
in building trust in government. Government is required to greater attention in enhancing the capacity
of state machineries, strengthening knowledge management, oversight and regulatory mechanism,

pragmatic system of reviewing performance and encouraging organizational learning.

Keywords: Transparency, Public Trust, Judicial Verdict, Political Influence, Efficiency and
effectiveness and representative democracy.

Introduction

What is the best government? That which teaches us to govern ourselves.
Johann Wolfgang von Goethe

* Former Assistant Auditor General and Patron — Ram Babu-Gyanu Social Service Award Fund (RGSSAF)
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Trust is fundamental to promote harmony, coexistence and mutual respect in social life. It binds people
together and creates a favourable environment to achieve common goals. Public trust is vital for the
credibility and legitimacy of a government. Securing trust is both a challenge and an opportunity. It is a
challenge because government should constantly appraise the state of its performance, adopt sufficient
and relevant measures and remain pro-active in addressing public concerns and expectations. It is
an opportunity because victory in election and legitimacy of government depend to a great extent
on public trust. It is more critical in crisis and post-conflict situations where the delivery of public
services and the fulfilment of basic needs depend on the coordination and cooperation between the
actors who were or are in rebellion and rivalry positions. Clear strategic direction, predictability of
public policies and the capacity of public entities to meet the challenges that affect the quality of public
life are the major issues in securing public trust. Government are facing more critical challenges than
before because of the fast changing international environment and rising public expectations.

Government must be proactive in addressing public concerns and expectations. But in Nepal, it is
generally perceived that government did not pay adequate attention to people voice and listen unless
they organise protests.

This article aims to discuss the perspectives on public trust in government, its significance, elements

that affect trust, major issues and prospects.
Elements of Trust

Trust is a complex interpersonal and organizational concept. As an interpersonal concept, it is a
“confident expectation or firm belief in someone or something.” (Concise Oxford English Dictionary,
2001), Trust is a positive perception among people which encourages them to communicate freely,
seek cooperation and support. When there is lack of trust, we hesitate sharing of thoughts, feelings,
and emotions. It gradually widens differences. We assume that a trusted party seeks to fulfil policies,
ethical codes, law and previous commitments. Public trust in government is a complex mix of
ideologies, experiences, aspirations and images. Trust is usually understood as “holding a positive
perception about the actions of an individual or an organisation” (OECD, 2017) The degree of trust on
the same issue may vary among people for a number of reasons such as personal expectation, feeling
and emotion, understanding of the capacity and limitations of government agencies etc. “Trust is not
merely an emotional attitude, it is an intellectual belief in someone. The attitude and belief associated
with trust are what make trust a vital social energy. Trust in oneself also creates trust in other. Thus
trust is not a matter of the individual only but the person to whom you trust.” (Gupto, Arun 2011).
Increased public consciousness to democratic values, accountability, transparency, fair distribution of
socio-economic opportunities, expectations for efficient and effective public services and the need to
respond to a changing international environment effectively, promote competitiveness and the growing
demand for inclusive and participatory governance has posed new challenges to government.” The
components of trust are as follows:
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To have or place confidence in: rely

To expect: hope

To entrust: custody

Something given to one’s care for the benefit or interest of another: charge/authority

To account for entrusted power and authority: accountability. (World Public Sector Report, 2008)

Trust is placed in the person who is reliable, has the authority and opportunity to make decisions in time
of need and accepts accountability for results and the custody of resources. It is the outcome of abiding
established procedures, addressing issues in a timely manner and providing a sense of satisfaction to
stakeholders. The commonly held criteria to judge public trust are the capacity of providing basic
living standards, availability of infrastructure and the access to public services which may not always
be equal to all citizens.

People are constantly assessing the performance of government and eventually deciding to what
extent they should trust in government. The major factors that are eroding public trust on government
(executive, judiciary and legislature) are as follows:

Continuing slow economic growth and its impact on incomes, jobs and promoting social and economic
equality;

Public anger over persistent problems of corruption, lack of transparency, tax evasion, waste and
mismanagement of public resources, impunity, weaknesses in using regulatory authority and other
signs of weak respect for rule of law;

Weaknesses in managing global pressures and risks such as climate change, geopolitical tensions,

terrorism and large-scale migration; and

Constant public dissatisfaction over the quality and timeliness in performance of government agencies
and service delivery;

The quality (timeliness, efficiency) and coverage of decisions made by executives, issues raised in the
Parliament and efficiency in settling court cases and the quality of verdicts made by judiciary.

According to the Organization for Economic Cooperation and Development (OECD), the share of
people who trust their national government in selected 15 countries 2020 was as was follows:

Table 1: Trust of people in their national government in selected 15 countries

Name of Above Name of 50 — 75% | Name of Country Less than

Country 75% Country 50%
Uzbekistan 94.5 Canada 72.6 Hungary 48.6
Norway 94.3 Egypt 72.2 Slovenia 48.1
Switzerland 93.3 Uruguay 70.2 Russia 47
Myanmar 91.8 India 66 Argentina 43.9
New Zealand 83.7 Sweden 64.7 Greece 40.7

Source: https://ourworldindata.org/grapher/share-who-trust-government
In that year, Nepal and USA scored 50.2 and 52.5 percentage respectively.
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Importance of Public Trust in Government

Public trust is crucial for the efficient functioning of governments. Citizens have the legitimate right to
choose their leaders and decide whether to keep them in office. Public trust supports in securing vote.
Conversely, when the actions of governments create mistrust — for example by displaying inconsistency
in positions, being perceived to favour some and hinder others in designing reforms, or by not carrying
out announced reforms — results failure. It makes policy outcomes sub-optimal. Generally, trust in
government is the share of people who report having trust in national government. Governments must
ensure policy coherence and provide a comprehensive package of solutions the problems citizens are
facing. The measures of reform in areas which affect the well-being of the entire population cannot
be effective without the active support and trust of citizens. “Lack of opportunity, authoritarian rule,
gross inequity, exclusion and deprivation — all increase the likelihood of a state’s de-legitimization
and withdrawal of its citizen’s support, leading to social disintegration, conflict and violence.” (Ortiz
Isabel, 2007), The importance of public trust can be viewed from two perspectives i.e., what are its
benefits to government and what can happen if the degree of trust decreases or the situation of mistrust
arise. The main benefits of public trust can be summarised as follows:

It is the most important predictor of the support and smooth implementation of government policies
and programs and enhances the potentials of winning elections.

It reduces the burden of public administration and eventually the potentials of conflict between state
and citizen. This enables the state to allocate resources for development and welfare rather than
focusing more on law and order.

The legitimacy and durability of government depends to a great extent on public trust. Fairness,
efficiency and effectiveness of public sector institutions help building such trust.

The results of the lack of trust in government and its institutions can be enormous such as:

Citizens may become cynical about the political system, disaffected with the existing order and attempt
to disrupt the functioning of the state machinery. They will circumvent government institutions and
adopt informal means to realize their goals — and thereby lead to a situation of instability, if not
outright chaos; vigilante groups will emerge.

People will alienate and withdraw from the political process, leaving a shallow, fragile state that
cannot mobilize national resources and shape a collective vision for national development.

Erosion in trust not only costs elections, but also has severe economic consequences. Investors may
flee if they perceive state machineries as unfriendly, unstable or corrupt. Once damaged, restoring
public trust can take years. They may choose more hospitable and efficient alternatives.

Continued mistrust can lead to the situation and symptoms of a failed state.
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Table 2: The importance of trust in public institutions for governance processes (UNDP, 2021)

Policy Making Trust in public institutions can expand the range of politically viable
policy options and the timeframe within which policies are expected to
deliver results.

Policy Implementation | Trust in public institutions is important for the implementation of policies
requiring citizens’ cooperation and compliance

Service Delivery Trust in public institutions is required for people to be willing to use the
services of the state, especially when alternative options are available

Regime Stability Trust in public institutions can tide a political regime over bad times, thus
avoiding extreme regime volatility

Democratic Life Trust in the ability of institutions to protect the losers of an election is
indispensable for the peaceful transfer of power

Public trust comprises political and social trust.

Political trust-implies the judgment/perception of citizenry that political institutions are responsive to
public needs and aspirations and do right things in the right way even in the absence of an oversight
mechanism for scrutiny. It also comprises moral values, attributes and positive perspectives on the
capacity and trustworthiness of politicians and elected representatives. It is mainly based on the capacity
of reasoning, sincerity to the commitments made to people, diligence in public events, consistency
between speeches and behaviours. ‘Political trust can be directed towards the political system and its
organizations as well as the individual political incumbents.’(Blind, Peri K., 2006). Mistrust of specific
incumbents especially of those in influential positions can transform distrust to political institutions
and ultimately to the political system as a whole. “Once in office, governments must maintain the trust
of their citizens in order to fulfil the mandates they were given. These mandate often concern reforms,
which are on the agenda of just about every government in the world.” (Angel Gurria , 2007) Political
trust happens when the majority of the population appraise that the government, its institutions and
political leaders meet their promises and are efficient, fair, and honest and maintain high moral values.

Social trust-means the positive perception of people in the social systems and institutions and the
quality of relations among groups, communities and government. It is largely influenced by the degree
of civic engagement, public participation in the governance process, the efficiency of social capital and
confidence among the members of social networks. Due respect to democratic values, human rights,
dignity, rule of law, accountability and transparency, professional integrity and objectivity are critical
to build social trust. Democracy must give people something. Social trust erodes if government fails
to assure people that democratic values, merit and rule of law are respected and people treated fairly.

Trust between different actors of public life and its dividend can be shown as follows. (OECD, 2017)
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Table 3: Types of Trust & Trust Dividend

Types of Trust Trust Dividend

Citizens towards other citizens | Social capital gains; more cohesive communities.

Citizens toward government | Greater compliance with and support of government programs and
policies. Lower enforcement costs.

Business toward government | Greater propensity to invest. Easier compliance with regulations.

Government toward citizens | More streamlined public services optimized for efficiency and
effectiveness.

Within government Promotes effectiveness as government institutions increase the
level of collaboration among government services and with
outside providers.

Citizens toward political Greater public confidence can allow government leaders the

leaders support to see through implementation of their policies. Less
deadlock.

Among government leaders Enhanced effectiveness in approaching shared, complex

challenges (i.e. climate change, security, etc.).

Diversities in ethnic composition, religious practices and cultural and social traditions are the
common features of modern nations. Such feature can be a great treasure and support to national
development if managed efficiently. Mutual trust between citizens, communities and ethnic groups
is fundamental to build and sustain peace. The absence of trust creates chaos in society, increases
the burden of government and leads to the use of power for controlling the incidents arising due to
mistrust. Government has to play a leading role in enhancing the strengths of diversities by creating a
conducive environment through support to multicultural and multi-ethnic societies and the elimination
of discriminatory practices that prevent building mutual confidence and respect.

Building public trust is a two way process. Government alone cannot meet public aspirations without
the active support of citizen and their institutions. Partners aspiring to achieve common goals should
have confidence on each other. As national development and prosperity is a common objective of
citizen and government, it demands a high degree of trust among government and community based
organizations (CBOs) which can be built by a number of measures including encouraging citizen’s
participation in planning, policy making, implementation and monitoring. This brings governance
closer to people and helps smooth implementation of public policies, programs and eventually
promotes trust.

Economic prosperity of a nation depends to a great extent on the capacity of business community to
invest, boost production, stand firm in the face of competition and protect from internal and external
shocks. Government needs to provide necessary support and establish trust with business community
to achieve optimum benefit from their capacity.

Trust of citizen in government can be built by enhancing the capacity and responsiveness of government
in addressing major concerns such as public services, security and social order.

Multiple mutually exclusive factors contribute in building Public trust in government.
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Figure 1: The key factors influencing public trust in government
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Behaviour and performance of public officials (commitment, action, acceptance of
responsibility and accountability)-Behaviour is like a mirror through which a person can
reveal his image. It is about what a person does, but not he thinks, feels or believes. People
carefully assess how public officials behave publicly and treat them. People have a general
concern over the processes they are served or provided access to services. Gradual expansion
in educational opportunities, the access to the media and contact with the external world
have made people more aware of their rights, socio-economic status, dignity and prospects of
development. Any case of unequal treatment or discrimination in the delivery and access to
public services seriously erodes public trust. People constantly appraise the performance of
public officials (ministers, Parliamentarians, judiciary, civil servants and the police force etc.)
in terms of the responsiveness to their concerns and the capacity of analysing situation and
taking measures effectively.

Trust depends to a great extent on the fairness of application of legal and administrative

procedures. The qualities of judicial verdict, integrity of judges and the delays in delivering justice

have been the major issues to criticise the judiciary’s performance. The quality of verdict may be the

subject of wider public debate and retrospection but delays in delivering justice and the lack of integrity

are vivid and can be frustrating. The maxim ‘justice delayed, justice denied’ clearly reflects the need

of delivering justice on time. In addition, the approach of politicians and elected representatives in
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settling issues of broader public concern have also been a matter of criticism because of frequent

changes in strategies and lack of clarity of vision and purpose. In Nepal, large number of legal cases

remained pending which has resulted severe pain to people seeking justice. Recent data published in

Kantipur daily reveals this fact.

Table 4: Total number of court cases, settled and pending

Level of Courts Total Cases Settled Pending (outstanding)
Supreme Court 42,917 16,689 26228
High Courts 84,533 59,198 25,539
District Courts 365,387 286,555 118,832
Total 492,837 362,442 170599

Source: Kantipur, 19 Baishakh 2082 (2 May 2025)

In legislature, large number of bills is not presented for approval. Prominent bills such Federal Civil

Service Bill and Education Bill has been pending for a long time and affected seriously.

)

€)

Trust among the institutions of governance-Horizontal and vertical coordination and
coherence among the institutions of governance in the interpretation and implementation of
public policies is critical to build a positive image of government. Executive, legislative and
judiciary play distinct roles in the process of governance. But this does not mean that there
should be a sense of suspicion or mistrust. A constructive relationship between Parliament
and the executive is essential to build trust. Mistrust between them impairs legislative and
administrative processes. Different branches of government should be able to perform their
duties and exercise authorities as stipulated in the Constitution. Any attempt of the executive
to influence judiciary and the confrontation between the executive and legislature leading to
the instability of government and unethical influence to stay on power erodes the credibility of
democratic system. The more people notice or perceive that there is a lack of coordination and
support, the more the degree of trust is affected. Horizontal coordination in executive branches
of government is important to smoothly implement public policies and programs. Vertical
coordination is essential to efficiently deliver public services. Anomalies in procedures should

be avoided to ensure smooth implementation of public policies and programs.

Integrity and public service values-Public servants are the guardians of public trust. Therefore,
people expect that the officials holding public positions maintain morality, integrity and
respect public service values because of the authorities and privileges entrusted to them.
Public service values are the collectively shared principles that guide judgment about what
is good and proper and they provide guidance on how public servants should act and behave.
Values form the foundation of public service. The decisions of senior public officials have a
significant impact on our daily lives, development, peace and social order. “Integrity in public
service is the cornerstone of good governance. To serve in the public interest, civil servants are
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to discharge their official duties honestly, fairly and in a manner consistent with soundness of
moral principle.” (Misuzarde, Mariam 2022). The cases of corruption manifested in a number
of forms and the government’s inability to curb them has been one of major factors challenging
the legitimacy of government. The reports of the Commission for the Investigation of Abuse
of Authority (CIAA) reveal the cases of corruption as follows:

Table 5: Number of cases filed in courts by the CIAA in last five years

Year Number of Cases filed, gender and total amount claimed for recover
Number of Male Female | Institutions Total Amount Claimed (Rs.)
Cases filed
2076/77 441 1060 152 - 1212 2,53,66,98,268
2077/78 114 390 53 - 443 1,89,47,35,434
2078/79 131 538 101 - 639 2,79,27,48,100
2079/80 162 622 138 6 766 1,74,52,16,634
2080/81 201 1117 380 48 1545 8,40,06,49,407

Source : 30" to 34the Reports of the CIAA

The public service values set by the Treasury Board Secretariat of Canada include democratic,

professional, and ethical and people (www.tbs-sct-gc.ca) and the seven principles of public life

selflessness, integrity, objectivity, accountability, openness, honesty and leadership (www.archive.

official-documents.co.uk) provide balanced guidelines on the values that every public servant should

respect. The conduct of public officials and the lack of respect for public service values have raised

serious doubts in their integrity.

4)

©)

Capacity of managing the economy-People carefully watches the capacity of state in managing
economy because the results of economic performance are apparent and affect the present
and also the future. “An effective state is vital for the provision of the goods and services
-and the rules and institutions-that allow markets to flourish and people to lead healthier,
happier lives. Without it, sustainable development, both economic and social, is impossible.”
WDR, 1997) People expect their government to be capable of managing the economy which
implies adoption of appropriate monetary and fiscal policy measures, their indiscriminate
implementation, keeping the economy running and addressing major issues that affect daily
lives such as supply of essential items, minimising unemployment and sustaining economic
growth. Continued and rapid departure of youth force to foreign soil despite harsh working
conditions is one of the results of the failure to provide gainful employment within the country.
Government that cannot efficiently manage national economy faces serious consequences,
makes daily life burdensome and loses public confidence.

Capacity of managing international relations — We are living in an interdependent world.
National prosperity and image depends to a great extent on the skill of securing benefits from
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international relations. The wave of globalization has influenced all countries. “Globalization
poses an additional challenge for governments: increased global connectivity has enabled
citizens to continually compare products and services around the world, and the same
holds true for government policies. As citizens become more aware of policy solutions in
different countries, their expectations and demands vis-a-vis their own governments increase.
This pressure is an additional incentive for governments to increase their efficiency and
effectiveness. (Angel Gurria, 2007).

Government should constantly endeavor to use political influence, relationships and
consolidate the right political climate to promote international trade and investments, improve
the functioning of markets, and reduce the cost and risks of cross-border transactions, to
achieve internationally accepted standards, to secure private property rights and to develop
international telecommunications, energy and transport networks. Economic diplomacy has
to be used as the specialized diplomatic skill of negotiating and advocating national economic
interests with external partners. It requires the application of technical expertise that analyzes
the effects of a country's economic situation on its political climate and on the economic
interests of partner countries. It is mainly about advancing contacts between businesses and
international organizations to promote economic interests, seek ways to resolve bilateral trade
disputes and negotiate with trading partners to liberalize world trade, formulate foreign policy
for economic development, facilitating negotiation on trade-related agreements and treaties,
identifying and coordinating financial assistance to troubled areas.

Selection and appointments of key officials-Constitution and acts provide government the
authority to select and appoint key officials. People keep on watching how competent people
are selected to hold key positions. It is obvious to expect that they are selected on the basis
of merit which encompasses academic degree, experience in related field, track record of
high quality of performance etc. However, people are highly concerned that government has
ignored merit but political and personal connections have become major yardsticks have of

selection and appointment. This has resulted lack of trust on government.

Response and address to public concern-People have the legitimate right to expect that their
government timely responds and addresses public concerns. They want government listen to
their concerns and respond in a timely manner. However, government agencies did not pay
adequate attention in identifying public concerns and respond them in a timely manner. It
is generally perceived that government does not listen unless people organize protests and
demonstrations. It has eventually urged to people to consider that government is not serious
of people’s problems.

Issues and Challenges

Building and sustaining trust is an on-going process. Periodic and objective assessment of the factors

that cause depletion in trust helps identifying potential measures to build trust. Factors leading to
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distrust have a vicious circle. For example: political instability and uncertainty affect the quality of

governance (leading to weak governance) which exacerbates public accountability, policy making,

administrative and social order. “When people do not see themselves and their interests represented by

their government, trust is compromised and the general public interest is undermined. When citizen’s

expectations are not satisfied with how the state operates and what it delivers, a dissonance may

result which can be heightened in the context of globalization. This leads to distrust and apathy.”

(Vienna Declaration, 2007). The major issues and challenges in building public trust can be broadly

categorised as follows:

(@)

(b)

(©

(d)

Political uncertainty-Predictability in public policies and programs is critical to encourage
investment and to build a sound foundation for sustainable growth. Political uncertainty
cannot ensure predictability and build a favourable environment for investment. Government
fails to provide clear direction to administrative machineries if its political status is uncertain.
Changes in political leadership affect administrative leadership, policies and programs
because parties want to implement their policies. The process of objective review of policies
and programs is seriously constrained by political uncertainty. The public trust will be at stake
unless the political system is stabilised and people feel that the vision of government is clear.
Effective public-private sector partnership is crucial to build a sound economy. It is difficult to
build such partnerships unless the political environment is stabilized and business community
feel a sense of security in their investments.

Public perception on public officials-The behaviour, performance and capacity of public
officials is one of the significant factors of building trust in government. People may have
differing views on this matter. However, there are some common features which are widely
recognised such as integrity, responsiveness to major public concerns, contribution and/or
participation in policy making and the allocation of public resources. Elected representatives
have to a play meaningful role in representing the voices of their constituencies, contributing
to the making of public policies and programs to achieve their goals and overseeing the
performance of the executive to uphold the principles of public accountability and transparency.
Civil servants are responsible to sincerely implement public policies and program and to
ensure the compliance with the legal framework giving due care to austerity. If people realise
that their representatives are not meeting their expectations and public resources are wasted
and used for the benefits of limited elites, the degree of public trust will be adversely affected.
Clarity of vision and strategy - Citizen have the legitimate right to know the what, why,
were, when, how of government plans and priorities because they answer basic questions.
The vision and strategy of government can provide such information. If people do not get
clear answers those questions, they will doubt the capacity of government to lead the country.

Practice of governance-The quality of governance affects the quality of public life. Trust,
both in political and social forms, is the sine qua non of good governance. It sets institutional
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mechanisms that effectively respond to current and future needs of societies. Trust encourages
good governance and vice versa. Governance, in general, is the process of decision-making
and implementing decisions to achieve desired outcomes. Government fails to build trust
if it lacks a sincere commitment to provide good governance (essentially making the right
decision at the right time and implementing them correctly). Good governance comprises
characteristics such as participation, rule of law, transparency, responsiveness, consensus
orientation, equity and inclusiveness, efficiency and effectiveness, accountability and
protection of human rights. It assures that issues relating to equity are properly focused in
the development process, corruption and misuse of public resources are minimized, the views
of minorities are taken into account and that the voices of the most vulnerable in society are
heard in decision-making. It may be difficult to achieve all these characteristics in totality at

once.

Government should constantly endeavor to achieve them through policy orientation and
implementation of programs and administrative procedures and be capable of designing,
formulating and implementing policies for public well-being and managing the country’s
economic and social resources for development. In 21 century government is expected to
play four major roles i.e., developing institutional capacity, creating an enabling environment
by enacting and implementing policies that create a conducive environment for dynamic
and responsive economy, formulating pro-poor policies that combat poverty and enhance
the capacity of the weaker sections of society and strengthen the capacity of public
administration to promote socially equitable economic growth and enable participation in a
changing international environment. Accountability is central to representative democracy.
Public officials are obliged to demonstrate, review and take responsibility for performance-in
terms of both the results obtained and the means used. When problems occur they need to be
corrected and actions taken to ensure that they do not recur.

Weak governance fails addressing public concerns, makes public life difficult, erodes the
credibility of the state machinery, slows the pace of growth and development and creates
chaos in society. Public officials who are in the front seat of governance neither reasonably
care for it nor realize its need. It cannot be improved unless its major actors change their
mindset and aspire to achieve better results and service quality.

Administrative capacity-It is crucial to ensure that government is capable of providing public
services and to address people’s concerns. “Capacity comprises abilities, skills, understandings,
attitudes, values, relationships, behaviours, motivations, resources and conditions that
enable individuals, organizations, networks/sectors and broader social systems to carry out
functions and achieve their development objectives over time.” (Bogler, Joe 2000) Citizen
assess government performance considering the abilities of public officials, responsiveness
that demonstrates a service-oriented work culture of its implementation apparatus i.e., public
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administration. A sound and competent public administration is essential to:

= ensure laws work as intended with a minimum of waste and delay;
= exercise administrative authority in a lawful and sensible manner;
=  recommend new policies and propose changes in existing policies and programs as
needed;
Ll enhance the efficiency and responsiveness of organizations;
= manage public affairs and resources in a just, democratic and transparent manner;
and
= secure public confidence over the institutions and the processes of governance.
A worsening situation of law and order and inefficiency is the delivery of public
services reflects the situation of administrative capacity.
Corruption and lack of integrity-These are the major features of the low quality of governance
and most prominent elements that deter public trust. Corruption implies use of public office
for private gain. This is breach of trust and misuse of authority entrusted by the virtue of
public position. Corruption is the shame to humanity because it makes life of the majority
miserable and promotes illicit interests of the minority. There is rising apprehension on the
manifestation of corruption in a wide variety of forms despite continued commitment of
government to combat it and to take action against the perpetrators. Corruption is seriously
hurting our nation where resources are scarce and poverty alleviation has been a major
challenge for a long time. One of the major reasons that give rise to corruption is a lack of
integrity. The widespread perception of people of the low level of integrity of public officials
and failure to combat corruption is eroding public trust.

Performance review-A systematic and objective process of performance review is critical
to identify the gaps between what was planned and achieved. This process contributes
in taking appropriate measures to bridge performance gaps. Establishing relationships
between objective, indicators of achievement and expected achievement is essential to make
performance review meaningful and trust worthy. But in many cases, no serious attention
is given to establish such a relation to provide valid ground to assess performance in an
objective manner.

Assessment of Nepalese Scenario

It may be a timely initiative to assess where the Government of Nepal stands in terms of securing

public trust in government. There are certainly some noteworthy positive changes in recent decades

in terms of infrastructure development, number of schools, colleges, hospitals, communication

systems increase in life expectancy and literacy. Political awareness has grown substantially. But the

gravity of things that are not going well is much more than the achievements of which we can be

proud. Good governance is vital to build trust in government. The approaches of political parties, the
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conflicting views of partners of government on a number of important issues and attempts to politicise
administration by ignoring the principles of merit have seriously weakened the foundation of a sound
state system. Nepali people have been living in a vortex of different political philosophies which
was focused mainly on fulfilling the interests of limited people and parties. People are disappointed
with the performance of public entities and with the approaches and visions of political parties.
Winning election is important to secure legitimacy but it is not the only factor. Elections can be won in
countries like ours by using various means but securing the confidence of people by demonstrating real
commitment to people and translating it into actions remains the main challenge. People are carefully
watching the performance of public entities because they have a direct impact on their lives and help
in framing public perception. The capacity of government to provide security and control corrupt

practices remains a serious issue which has largely disappointed majority of population.

Much has been said about democracy and its positive features. However, the government has not been
capable of providing those benefits to people for a number of reasons including the mind-set of those
who are in governing seats and their self-centred attitude. Constant violation of human rights, the
phenomenal growth in extra-judicial activities and constant obstructions in daily life of people all over
the country are glaring examples of the humiliation of the rule of law. These situations demonstrate
the lack of preparedness in building social trust. Currently, Nepal is in a situation where major issues
that the country faces must be resolved in priority through a pragmatic approach and by building
consensus. But the political culture which has evolved in the country seriously undermines the
logical process of addressing national issues. Government faces the challenge of pursuing progressive
and forward-looking policy and strategy, solving the problem of unemployment and boosting the
national economy. Government has failed to ensure proper public accountability for a number of
reasons. Over focus on political issues has opened venues for compromise and diminished the value
of accountability. Continued ignorance of major issues affecting public life have given an impression
that we do not have other agenda to consider than playing political games and blaming each other for
the things gone wrong. Definitely, this is a critical time to decide our future. Political issues should be
top of the agenda but that does not mean we should ignore other factors that have so much impact on
public life. Balanced consideration of all factors is vital to building a sustainable, just and evolutionary
nation is needed. But we are often missing this very important factor. Accountability requirements and
relationships are not always clearly defined. As a consequence, people are not held accountable for
weak performance and serious measures are not initiated for improvement.

Prospects in Building Trust

Securing and sustaining public trust should be the ultimate goal of any democratic government.
People always seek justice, equity and socially responsible behaviour from government. On-going
assessment the major concerns of citizens and the ways to best address them is essential to sustain trust
in government. Any government should consider the following factors to build trust:
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1. Assess and maintain the capacity of state machineries — The state has to play a leading role
in managing the economy and society irrespective of political philosophy and the level of
development. The role of a state is diverse which can be broadly categorised as: (a) promote and
maintain public service values, ethical standards and integrity; (b) maintain law and order; (c)
manage economy; (d) develop right public policies and programs and implement them efficiently;
and (e) deliver public services. Adequate attention should be paid to upkeep the capacity of state
machineries to effectively discharge these roles. The state machineries should focus on critical
issues that most affect citizens.

The capacity of a state is important to achieve a number of objectives including: (a) achieving
development objectives, (b) ensuring fairness and equity, (c¢) optimising the use of available resources,
(d) selecting the best alternative, and (e) providing a sense of safety and security to people.

Respect for ethical standards, integrity and public service values are crucial to sound governance.
Ethics set a standard for the behaviour in the public domain. Values are collectively shared principles
that guide judgement in daily life. Integrity is the notion of honesty and the courage to say no to
any act that is illegal or does not deserve merit. The Organization for Economic Cooperation and
Development (OECD) identified the most frequently stated public service values i.e., (a) impartiality,
(b) legality, (c) integrity, (d) transparency, (e) efficiency, (f) equality, (g) responsibility, (h) justice.
(OECD, PUMA 2000) Public trust can be built if these values are respected and people consider that

government is serious in translating them into actions.

Law and order is the most visible element to judge how effectively a government in providing decent
living to its citizen. Every individual can feel the state of law and order irrespective of their professional
and political affiliation and beliefs. Failure to maintain law and order erodes public trust and encourages
people to circumvent the rule of law. Judiciary, quasi-judicial bodies, police administration are the
leading institutions that contribute in maintaining law and order and demonstrate respect to rule of
law. Building capacity of these institutions is vital to maintain law and order. Enhancing the capacity
of public sector institutions is urgent to mitigate the arbitrary use of power, enhance reliability and
consistency in administrative practices and to achieve the following:

a)  success in making a clear distinction between public and private;

b) strong commitment to prevent private use of public resources;

¢) clarity in rules and regulations that minimizes arbitrary and discretionary use of authority;

d) provide reasonable degree of flexibility and autonomy to promote smooth functioning of
organizations;

e) ensure consistency between development objectives and operational priorities for the
efficient allocation of resources;

f)  institutionalise (1) broad based and transparent decision making process, and (2) sound
performance measurement and public information system.
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There is growing emphasis on paying greater attention in improving the delivery of public services.

There are four mechanisms of delivery public services:

(a) Delivery through public sector institutions-Combined efforts of line ministries and local
government institutions (LGIs) are best to expand the coverage of social service, to reduce
poverty and social exclusion. Among them line ministries set policy, monitor the coverage
and quality of service whereas LGIs deliver services to people.

(b) Delivery through private sector-business organizations may be encouraged or involved to
deliver public services where government agencies cannot meet increasing demand.

(¢) Non-profit or charitable institutions-these institutions may be involved in delivering public
services considering their mandate on not-for-profit basis.

(d) Mixed system-More than one mechanism may be involved to deliver public service under
certain agreement which ensures mutual accountability.

All these mechanism may have certain limitations. Therefore, government should carefully review

how these mechanisms are performing.

2.

Effective oversight mechanism-This is critical to make public officials accountable in the exercise
of authorities delegated to them. ‘Pure deference to authority does not provide a sound foundation
for effective governance; rather it invites abuse of power. A certain questioning scepticism can
be healthy for good governance indeed vital for democracy, leading citizens and civil society
organizations to scrutinize what government does and check abuse. (Diamond, Larry 2007) Sound
and independent oversight institutions and government’s commitment to provide them reasonable
resources, adequate legal frameworks and support for enforcement of their decisions are the issues
that demand attention to build trust. These institutions should also be sincere to the responsibilities
entrusted to them.

Develop the culture of performance review and organizational learning-The review of performance
is important to determine accountability and to improve the delivery of outputs. It provides an
opportunity to learn lessons from what was done or not done. The capacity of analysing history
and learning from mistakes and deficiencies leads to better performance and results.

The Global Forum on Reinventing Government held its seventh meeting on the topic ‘Building Trust

in Government’ (26-29 June 2007) in Vienna, Austria. The summary of recommendations made during

the meeting (The Vienna Declaration on Building Trust in Government) is as follows:

(a) The state must be and seen to be legitimate, fair and institutionally strong. Government
derives its legitimacy from the respect and adherence to fundamental human rights and
the constitution, including the separation of powers between the executive and legislative
branches of government and the independence of the judiciary. Free, fair and regular
elections, rule of law, constructive relationship between parliament and executive and

shared understanding of the role and functions of the state and different socio-economic
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actors are important to sustain trust.

Trust in government depends in part upon the degree to which it ensures citizens receive
consistent and responsive access to the basic services on which they largely depend. Locally
provided services often constitute the first contact that citizens have with government
processes. The efficiency in delivering public services by local authorities makes lasting
impact on public trust. Regular collection and analysis of citizen feedback on the efficiency
and quality of public service delivery helps to gain trust.

Corruption is one of the greatest challenges facing the world today. Involvement of officials
from private and public services in corrupt practices is a serious misuse of authorities
entrusted to them. Strengthening the transparency of policy making processes, ensuring
the access to information, improving enforcement mechanisms, promoting accountability,
increasing public awareness and strengthening anti-corruption strategies and institutions
are essential to combat corruption.

Effective knowledge management can help to improve public service capacities, by enabling
better coordination with the public sector and between governmental agencies, improving
efficiency, permitting improvements in service delivery, enabling better response time to
citizens and strengthening the effectiveness of e-government initiatives. As e-government
is recognized as a measure with tremendous potential to improve transparency, foster
greater citizen engagement and participation in policy making process and improving the
quality of policy decisions and their implementation, improving access to information and
communication technology (ICT) can build confidence among the partners of governance
and stakeholders.

Meaningful dialogue and regular face-to-face involvement of civil society organizations
(CSOs) in deciding the process and models of governance are the most direct and effective
ways of building trust and also trusting communities. Constant interaction of CSOs with
government authorities can promote trust in government because such interaction provide
the opportunity of understanding the issues and challenges and identifying reasonable
pathways to address issues they consider important.

The role of media in creating public perceptions about government has been well recognised
in recent years. Revolution in the dissemination of information has brought people close to
the clues of governance. Securing legitimacy requires the existence of a free and responsible
media to enable greater public participation in planning and policy making.
Decentralization and local governance are the most effective ways of bridging gaps between
citizens, political representatives and administrators. They contribute in strengthening
democratic governance, the legitimacy of government, promoting the notion of citizenship,
citizen empowerment and public service. Transferring powers and resources to local
authorities, devolution of administrative authorities, developing the method of local

~132 ~



(h)

(@)

)

Nijamati Sewa Patrika Volume 1 & 2 Issue, Asar, 2082, P 116-135

accountability and institutionalizing local participatory processes bring government closer
to people.

Sound development of societies and the economy depends to a great extent on the
partnership between public and private sectors. Such partnership helps improving the
design and implementation of public policies and development programs by capitalizing on
the respective strengths and resources of partners. Comprehensive governance agreements
should be in place to strengthen the environment of trust between partners and to promote
mutual accountability.

The capacity of the public sector is critical to earn the trust of citizens. Governments should
employ incentive-based strategies which reward public sector employees who successfully
introduce innovations that improve public service. Leadership should play an important
role in instilling public sector ethics, ensuring full participation of women in the decision
making process, reinforcing shared values and motivating staff. The issues that affect the
capacity of the public sector to deliver services and to play an effective role in policy
development and their implementation must be assessed periodically.

The interplay of social and political trust is more crucial in crisis and post-conflict countries.
Building trust in countries where conflict still exists in various forms although armed
struggle has stopped is critical because warring factions focus on their interests rather than
public welfare. Post conflict societies are characterized by sweeping policy changes. Legal
frameworks must be carefully designed to avoid any form of bias and to motivate warring
faction to give up their partisan interest.

The agenda of good government introduced by the Government of Mexico consists of six strategies

i.e., (a) honest and transparent government, (b) professional government, (c) quality government, (d)

digital government, (e) government with regulatory reform, and (f) government that costs less. These

strategies are also worth considering improving performance and building trust. The survey conducted

by the OECD on drivers of trust in public institutions suggests that “national government can do the

following to build trust:

Engage better with citizens to enhance trust in both local and national government.
Strengthen capacity to address complex policy challenges especially at national government
level.

support a healthy information ecosystem and invest in evidence-based communication.
Invest in improving perceptions of integrity in daily interactions and complex decision
making.

Invest in reliable, responsive and fair public services, especially to enhance trust in the civil
service and local government. (OECD, 2024)
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Conclusion

Development, peace, security, stability and equity in the distribution of resources and the benefits
of development are a matter of prime concern to every nation. Building public trust is a collective
responsibility although its major responsibility lies with government. Other players such as civil
society, media and professional organizations can also make a significant contribution. Achievement
of these objectives depends to a large extent on the quality of governance and the competence of
people directing and managing the institutions of governance. Accountable, efficient, responsive and
dynamic administration is the foundation of effective governance. The role of government is not only
to exercise power but also to interact effectively with the private sector and civil society in achieving
public goals and policies.

Nepal is currently experiencing turbulence in managing the shift in its political landscape and the
emergence of new political forces. The stakes are higher to get policies right and implement them
carefully, both for today and for the future generations. There are certainly rays of hope for a better and
prosperous Nepal. There are serious challenges in leading the peace process to its logical conclusion.
There is a clear role for governments in ensuring that market mechanisms and globalisation have
win-win outcomes for all, and in communicating and providing accurate information to the public
about the challenges and opportunities offered by increased global integration. Governments no longer
hold the monopoly on decision making, and therefore, generating trust in the relations with actors
such as business and civil society is crucially important to achieve policy objectives. Governments
have a reduced margin of error. Today, governments have very little room for error in policy making.
Citizens’ expectations are high — and growing — and in today’s world, choosing the wrong policy is
sanctioned almost immediately. But just as sanctions for mistrust can be heavy, so the rewards for trust
can be immeasurable. Trust can be transformed into a virtuous circle which enables governments to
pursue policies that bring well-being to citizens, which in turn increases the level of public support.
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Abstract

This study critically evaluates the outcomes of affirmative action policies implemented in Nepal's civil
service, with a particular focus on gender and social inclusion. Following the political transformation
after the 2006 People's Movement, Nepal enacted significant reforms to make its civil service more
inclusive, addressing historical exclusion of women, indigenous peoples, Madhesis, Dalits, and other
marginalized communities. Through analysis of government employment data, policy frameworks,
and implementation mechanisms, this research examines the effectiveness of these affirmative action
measures over the past decade. Findings reveal that while representation has improved quantitatively
across these groups, qualitative aspects of inclusion remain challenging, with structural barriers
persisting in career advancement, decision-making participation, and institutional culture. The study
identifies critical gaps between policy formulation and implementation, proposing evidence-based
recommendations to strengthen Nepal's inclusion framework. These insights contribute to ongoing
policy discussions around embedding sustainable diversity and inclusion within Nepal's governance
structures, offering valuable guidance for policymakers at the Public Service Commission, National
Planning Commission, and government ministries working toward genuine representation in public
administration. Ultimately, this research underscores the need for a more transformative approach that
goes beyond numerical targets to foster meaningful participation and equity in Nepal’s civil service.

Keywords: gender equality, social inclusion, affirmative action, diversity policy, public
administration, marginalized communities, policy implementation, institutional transformation

Introduction

Nepal's journey toward establishing an inclusive civil service represents a critical component of

its broader democratization and state-restructuring process. Following decades of political struggle

culminating in the Comprehensive Peace Agreement of 2006 and the promulgation of the Constitution

of Nepal in 2015, the country has formally committed to principles of proportional inclusion and
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participatory governance (Government of Nepal, 2015). These commitments emerged in response
to historical patterns of exclusion that systematically marginalized women, indigenous nationalities
(Adivasi Janajati), Madhesis, Dalits, Muslims, and people from remote geographical regions from
state structures and services (Lawoti, 2017).

The civil service, as the permanent administrative machinery of the state, plays a pivotal role in policy
implementation and service delivery. Its composition inevitably influences how policies are interpreted,
resources allocated, and services delivered to diverse populations. Recognizing this, Nepal has
instituted various affirmative action measures, most notably through the Civil Service Act amendments
(2007) and subsequent legislation that reserved 45% of vacant positions for excluded groups, with
specific quotas for women (33%), indigenous peoples (27%), Madhesis (22%), Dalits (9%), persons
with disabilities (5%), and people from remote regions (4%) (Public Service Commission, 2023).

Despite these progressive policy frameworks, questions persist regarding their actual effectiveness in
transforming Nepal's civil service into a truly inclusive institution. While numerical representation
has shown some improvement, deeper structural issues related to workplace culture, advancement
opportunities, decision-making influence, and institutional practices may continue to limit the
meaningful inclusion of historically marginalized groups (Paudel & Shrestha, 2018). This gap
between formal policy intentions and ground-level realities necessitates a comprehensive evaluation
of affirmative action outcomes to strengthen future policy interventions.

This study therefore aims to critically analyze the implementation and outcomes of Nepal's affirmative
action policies in the civil service through an intersectional lens that considers both gender and
social identity dimensions. It examines quantitative trends in representation across different levels of
administration while also exploring qualitative aspects of inclusion that affect the everyday experiences
of civil servants from marginalized backgrounds. By identifying both achievements and persistent
challenges, this research seeks to contribute to evidence-based policy refinements that can advance
Nepal's constitutional vision of a diverse and representative bureaucracy.

Literature Review
Theoretical Foundations of Affirmative Action in Public Administration

Affirmative action policies in public administration draw theoretical justification from several
complementary frameworks. The representative bureaucracy theory, pioneered by Kingsley (1944)
and later expanded by Mosher (1968), argues that public institutions should mirror the demographic
composition of the society they serve. This representation occurs at both passive levels (demographic
resemblance) and active levels (substantive representation of diverse group interests). Riccucci and
Van Ryzin (2017) further demonstrated that citizens perceive public services as more legitimate
when delivered by a workforce reflecting the population's diversity, enhancing government-citizen
relationships.
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Social justice frameworks provide another theoretical foundation, positioning affirmative action as
a corrective mechanism for historical discrimination. Fraser's (2009) conceptualization of justice
encompasses recognition (cultural respect), redistribution (economic equity), and representation
(political voice)—all dimensions relevant to civil service inclusion. These frameworks emphasize
that mere numerical representation must be accompanied by substantive empowerment to achieve
meaningful inclusion (Tamang, 2017).

Global Evidence on Affirmative Action Outcomes

International research presents mixed findings regarding affirmative action effectiveness. Studies from
India's reservation system show significant improvements in public sector representation of Scheduled
Castes and Tribes, though with continuing challenges in senior position attainment (Deshpande,
2017). Research from Malaysia's Bumiputera policies indicates improved ethnic representation in
bureaucracy but raises questions about merit-based efficiency (Lee, 2021). South Africa's employment
equity policies have demonstrated moderate success in racial transformation but slower progress in
gender inclusion at top management levels (Burger & Jafta, 2016).

These comparative studies reveal common implementation challenges: resistance from traditionally
dominant groups, difficulties in addressing intersectional disadvantages, tokenism risks, and backlash
regarding perceived merit compromises. Success factors typically include strong monitoring
mechanisms, leadership commitment, accountability systems, and complementary capacity-building
programs (Peters et al., 2018).

Nepal's Social Exclusion Context

Nepal's social structure is characterized by complex overlapping hierarchies based on gender, caste,
ethnicity, religion, language, and geography. Historical analyses by Gurung (2005) and recent studies
by Lawoti (2017) document how hill high-caste males (particularly Brahmin, Chhetri) have dominated
state institutions since Nepal's unification, establishing cultural, linguistic, and administrative
hegemony that marginalized other communities.

The World Bank and DFID's landmark study "Unequal Citizens: Gender, Caste and Ethnic Exclusion
in Nepal" (2006) provided empirical evidence of systematic exclusion across multiple dimensions.
These disparities manifested in governance representation, with pre-reform civil service comprised
of over 80% high-caste hill men despite representing only about 31% of the population (Awasthi &
Adhikary, 2012).

Bennett et al. (2008) developed the Gender Equality and Social Inclusion (GESI) framework to analyze
these intersecting forms of discrimination in Nepal, highlighting how gender disadvantages compound
with caste, ethnic, and regional inequalities to create layered exclusion, particularly for women from
marginalized communities. This framework has since informed policy approaches in Nepal, including

civil service reforms.
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Nepal's Policy Evolution Toward Inclusive Civil Service

Nepal's journey toward inclusive governance gained momentum with the post-conflict political
transition. Maharjan (2018) traces how demands for inclusion, initially raised by ethnic movements in
the 1990s, became central to the Maoist insurgency's agenda and ultimately found expression in the
Comprehensive Peace Agreement and Interim Constitution of 2007.

The Second Amendment to the Civil Service Act in 2007 marked a watershed moment, introducing
reservation quotas in recruitment. Subsequent legislation, including the Civil Servants Adjustment Act
2019 following federal restructuring, attempted to further strengthen inclusion provisions (Ministry
of Law, Justice and Parliamentary Affairs, 2019). The Constitution of Nepal 2015 elevated these
commitments, enshrining proportional inclusion as a fundamental right and directive principle.

Analysis by Bishwakarma (2021) highlights tensions between Nepal's inclusion frameworks and
meritocratic civil service traditions, noting resistance from traditional bureaucratic elites. Khadka
(2018) documents implementation challenges, including quota misuse by relatively privileged
subgroups within marginalized categories and inadequate preparatory support for competitive
examinations. These studies reveal gaps between policy intentions and implementation realities that
require deeper investigation.

Research Gaps and Study Rationale

While existing research provides valuable insights into Nepal's affirmative action frameworks,
significant gaps remain in understanding their comprehensive outcomes. Most studies focus narrowly
on numerical representation without examining qualitative dimensions of inclusion or career
progression patterns (Neupane, 2019). Limited attention has been paid to intersectional aspects that
create distinct challenges for women from marginalized communities (Paudel, 2021).

Furthermore, the impacts of federal restructuring on inclusion dynamics remain underexplored, as do
implementation variations across different government tiers. This study addresses these gaps through
a comprehensive assessment of both quantitative and qualitative dimensions of inclusion outcomes,
employing an intersectional analytical approach that considers multiple identity factors simultaneously.

Methodology

This research employed a mixed-methods approach to comprehensively evaluate affirmative action
outcomes in Nepal's civil service, combining quantitative data analysis with qualitative inquiry to
develop a nuanced understanding of both numerical representation and experiential dimensions of
inclusion.
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Data Sources and Collection

Primary quantitative data was obtained from the Public Service Commission (PSC) annual reports
(2013-2023), Department of Civil Personnel Records, and the Ministry of Federal Affairs and General
Administration's GESI audit reports. These sources provided comprehensive statistics on civil service
composition across different service categories, levels, and demographic groups. Additional statistical
information was drawn from Nepal's 2021 National Census and the Nepal Living Standards Survey to
establish population benchmarks for proportional representation analysis.

Qualitative data collection involved semi-structured interviews with 42 key informants, including civil
servants from diverse social backgrounds, human resource managers, PSC officials, policymakers, and
civil society representatives working on inclusion issues. Four focus group discussions with women
and members of marginalized groups in the civil service were conducted to explore lived experiences.
Document analysis examined policy documents, implementation guidelines, parliamentary
proceedings, and institutional reports related to affirmative action measures.

Analytical Framework

The analysis employed an intersectional analytical framework drawing on the Gender Equality and
Social Inclusion (GESI) approach developed for Nepal's context (Bennett et al., 2008) and Fraser's
(2009) three-dimensional justice framework. This enabled examination of inclusion outcomes across
multiple dimensions:

1. Numerical representation: Analysis of demographic profiles across service categories and

levels, comparing pre-reform and current composition with population benchmarks.

2. Structural inclusion: Assessment of mobility patterns, glass ceilings, access to decision-
making positions, and participation in policy processes.

3.  Procedural inclusion: Evaluation of recruitment, examination, promotion processes, and
implementation of reservation provisions.

4. Cultural inclusion: Analysis of institutional environment, everyday discrimination

experiences, and organizational practices affecting inclusion.

5.  Policy implementation gaps: Identification of disjuncture between policy frameworks and
implementation realities.

Limitations

The study faced several methodological constraints. First, inconsistencies in data categorization across

different government databases complicated longitudinal analysis, particularly for subgroups within

broader reservation categories. Second, the recent federal restructuring and civil service adjustment

have created transitional data gaps that may affect trend analysis accuracy. Third, response bias may
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be present in interview data, as participants might hesitate to discuss sensitive workplace experiences.
These limitations were mitigated through data triangulation, transparent reporting of data constraints,
and maintaining participant confidentiality.

Policy Framework for Inclusion in Nepal's Civil Service

Constitutional and Legal Provisions

Nepal's commitment to an inclusive civil service is anchored in its constitutional framework. The
Constitution of Nepal 2015 explicitly establishes proportional inclusion as a fundamental right under
Article 42, guaranteeing marginalized communities the right to participate in state structures based on
principles of proportional inclusion (Government of Nepal, 2015). Article 285 specifically addresses
civil service inclusion, mandating the federal government to make "inclusive provision for entry of
citizens from all classes and communities into the government service" (Constitution of Nepal, 2015).

These constitutional principles are operationalized through specific legislation, most notably the
Civil Service Act 1993 (with Second Amendment, 2007), which established the reservation system
allocating 45% of vacant civil service positions to excluded groups. The Act carefully delineates quota
distributions across six categories: women (33%), indigenous nationalities (27%), Madhesis (22%),
Dalits (9%), persons with disabilities (5%), and individuals from remote areas (4%) (Public Service
Commission, 2023). Subsequent amendments have refined implementation mechanisms, including
the Civil Servants Adjustment Act 2019, which addressed inclusion concerns during the transition to
federalism (Ministry of Law, Justice and Parliamentary Affairs, 2019).

Institutional Mechanisms

The Public Service Commission (PSC) serves as the primary implementation agency for affirmative
action in recruitment, responsible for administering the reservation system in examination and selection
processes. The PSC has established specialized units to handle inclusion-related responsibilities and
has revised examination procedures to incorporate principles of fairness and accessibility (Public
Service Commission, 2020).

Supporting this work, the Ministry of Federal Affairs and General Administration houses the Gender
Equality and Social Inclusion Section, which monitors inclusion indicators across the civil service and
provides policy guidance. Similarly, the National Inclusion Commission, established under Article
258 of the Constitution, has a mandate to monitor inclusion policy implementation across all state
structures (National Inclusion Commission, 2022).

At the organizational level, most ministries and departments have established GESI focal units
tasked with mainstreaming inclusion principles within their respective jurisdictions. These
institutional arrangements create a multi-layered governance structure for implementing affirmative
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action provisions, though coordination challenges between these entities have been documented
(Administrative Reform Monitoring Committee, 2021).

Policy Evolution and Reform Trajectory

Nepal's journey toward an inclusive civil service has evolved through distinct phases. The initial phase
(2007-2015) focused primarily on introducing reservation quotas in recruitment without substantial
changes to organizational cultures or promotion systems. The constitutional codification in 2015
represented a second phase, elevating inclusion principles to fundamental rights and establishing
specialized commissions for implementation oversight.

The current phase, coinciding with federal restructuring, presents both opportunities and challenges for
inclusion. The massive civil service restructuring under federalism created openings for historically
excluded groups but also risked reinforcing existing hierarchies if not carefully managed (Bhattachan,
2019). The emergence of provincial and local civil services under the new federal structure has
necessitated harmonizing inclusion provisions across government tiers, a process still underway
through the development of Provincial Civil Service Acts.

Throughout this evolution, policy approaches have gradually expanded from narrow quota-based
interventions to more comprehensive frameworks addressing workplace environment, career
development, and institutional transformation. However, this study's findings suggest significant gaps
remain between these expanded policy intentions and implementation realities.

Quantitative Analysis of Representation Outcomes

Overall Representation Trends

Analysis of civil service composition data reveals measurable improvements in diversity since the
introduction of affirmative action measures. The proportion of women in civil service increased
from 8% in 2007 to 24.3% by 2022, representing a three-fold improvement, though still below their
51.5% population share (Department of Civil Personnel Records, 2022). Similarly, representation of
indigenous nationalities rose from 14.2% to 21.9%, Madhesis from 11.3% to 15.8%, and Dalits from

1.8% to 5.7% during the same period (Public Service Commission, 2023).

These aggregate improvements demonstrate the reservation system's positive impact on workforce
diversity. However, progress has been uneven across different excluded groups, with particularly slow
advancement for Dalits and Muslims, who remain significantly underrepresented relative to their
population share. The data also reveals acceleration in diversity gains following federal restructuring
in 2017, when numerous new positions were created across all government levels.
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Hierarchical Distribution and Glass Ceilings

Disaggregation of representation data by hierarchical level reveals persistent vertical segregation.
Women and excluded groups remain predominantly concentrated in lower and non-d positions, with
their representation decreasing progressively at higher administrative levels. As of 2022, women
held only 12.7% of special class (highest administrative) positions despite constituting 24.3% of
the overall civil service (Ministry of Federal Affairs and General Administration, 2022). Similarly,
indigenous nationalities occupied only 9.8% of special class positions compared to their 21.9% overall
representation.

This pattern indicates what scholarly literature terms the "sticky floor and glass ceiling" phenomenon,
where marginalized groups enter the civil service but face barriers to upward mobility. Longitudinal
analysis demonstrates that while representation has improved at entry levels, progress at decision-
making levels has been significantly slower, requiring approximately 15 years for entry-level
diversity improvements to begin reflecting in mid-level positions (Administrative Reform Monitoring
Committee, 2021).

Intersectional Patterns

Intersectional analysis reveals complex patterns of advantage and disadvantage. Women from
marginalized caste and ethnic groups face compound barriers, with Dalit women constituting less
than 0.8% of the civil service despite representing approximately 7% of Nepal's population (Public
Service Commission, 2023). Within each excluded category, more privileged subgroups tend to benefit
disproportionately from reservation provisions. For instance, within the indigenous nationality’s
category, relatively advantaged groups like Newars have secured significantly more positions than
more marginalized indigenous communities like Tamang or Tharu (Ministry of Federal Affairs and
General Administration, 2022).

Geographic disparities compound these inequalities. Civil servants from remote districts remain
underrepresented, particularly those from Province 2 (Madhesh Province) and Karnali Province,
Nepal's least developed regions. These patterns suggest that affirmative action benefits have not been
equitably distributed across all marginalized subgroups (National Inclusion Commission, 2022).

Service-wise Distribution Patterns

Representation varies substantially across different civil service segments. Women and excluded groups
have achieved better representation in social sector services like health and education but remain
significantly underrepresented in traditionally prestigious services such as Administration, Foreign
Service, and Revenue, which offer greater authority and career advancement prospects (Department of
Civil Personnel Records, 2022). Technical services show particularly low diversity, with engineering,
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forestry, and agricultural services continuing to be dominated by men from traditionally advantaged
groups.

This horizontal segregation creates what analysts' term "inclusion islands," where diversity improves
in certain sectors while power centers remain homogeneous. Such patterns limit the transformative
potential of affirmative action policies by constraining the influence of diverse perspectives in key
policy domains (Bhattachan, 2019).

6. Qualitative Dimensions of Inclusion

Recruitment and Entry Barriers

Qualitative findings reveal persistent obstacles in the recruitment pipeline despite formal reservation
provisions. Key informants highlighted several systemic barriers that disadvantage candidates from
marginalized backgrounds. The centralized examination system, while standardized, privileges
candidates with access to coaching centers and preparatory resources concentrated in urban areas,
particularly Kathmandu Valley. Language barriers significantly impact candidates from non-Nepali
mother tongue communities, as examinations and interviews predominantly use Nepali, disadvantaging
many Madhesi and indigenous candidates (Focus Group Discussion, March 2023).

Information asymmetry constitutes another barrier, with awareness about civil service opportunities
and application procedures disproportionately lower in excluded communities. A civil society
representative noted: "Information about vacancies often doesn't reach rural areas until deadlines
approach, and complex application procedures further discourage potential candidates from
marginalized communities" (Interview, April 2023).

The financial burden of examination preparation creates additional hurdles. The protracted preparation
period, coaching costs, and urban living expenses during examination phases pose substantial economic
barriers for candidates from disadvantaged socioeconomic backgrounds. While some scholarship
programs exist, they reach only a fraction of potential applicants (Dalit Civil Service Association,
2021).

Workplace Experiences and Institutional Culture

Interview data revealed profound gaps between formal inclusion and meaningful participation. Civil
servants from marginalized backgrounds frequently reported experiencing "double standards" in
performance evaluation, with their competence routinely questioned despite equal qualifications. A
female indigenous civil servant in a mid-level position observed: "Even after fifteen years of service, |
still face surprise when people discover my position. There's an unspoken assumption that people like
me aren't qualified for decision-making roles" (Interview, February 2023).
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Institutional cultures remain predominantly shaped by traditional norms, with informal networks and
after-hours socialization-often inaccessible to women and those from different cultural backgrounds-
continuing to influence professional opportunities. Several female respondents noted challenges
navigating workplaces designed around male norms, from inflexible scheduling that conflicts
with family responsibilities to inadequate facilities for women. These cultural barriers create what
scholars' term "exclusion within inclusion," where formal representation occurs without substantive
participation (Paudel & Shrestha, 2018).

Language and communication practices emerge as significant barriers in daily operations. Documents,
meetings, and official communications predominantly use Nepali and English, disadvantaging
staff from different linguistic backgrounds. This creates both practical challenges and symbolic
marginalization for those whose cultural and linguistic identities differ from the dominant institutional
culture (Nepal Federation of Indigenous Nationalities, 2020).

Career Advancement and Promotion Patterns

The research identified significant disparities in career progression, with promotion processes
subtly disadvantaging candidates from marginalized backgrounds despite seemingly neutral criteria.
Performance evaluation systems that emphasize subjective assessments by supervisors introduce
potential bias into promotion decisions. A senior human resource manager acknowledged: "The
current performance appraisal system gives substantial weight to supervisory evaluation, which can
be influenced by conscious or unconscious biases" (Interview, March 2023).

Transfer and posting patterns reveal informal disparities, with civil servants from excluded groups
more frequently assigned to remote or challenging locations, creating disruptions in career continuity.
Additionally, access to career-enhancing opportunities like training, foreign exposure, and project
assignments-critical for promotion eligibility-remains unequally distributed, with networks and
patronage influencing selection (Administrative Reform Monitoring Committee, 2021).

Multiple respondents noted that while reservation policies have enabled entry, no equivalent
mechanisms support career progression, creating what one participant called a "sticky floor" effect-
entry without advancement potential. This pattern contributes to the persistent underrepresentation of
marginalized groups in decision-making positions despite improved overall representation (Tamang,
2017).

Policy Implementation Challenges

The research identified several implementation gaps undermining policy effectiveness. Monitoring
mechanisms remain weak, with limited accountability for achieving inclusion targets beyond

recruitment. Data collection systems lack standardization across agencies, complicating consistent
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tracking of representation patterns, particularly at sub-national levels (National Inclusion Commission,
2022).

Institutional resistance manifests in various forms, from passive non-compliance to active
circumvention of reservation provisions. Several key informants noted cases where temporary
appointments bypassed reservation requirements or where position classifications were manipulated to
avoid quota applications. A senior policymaker observed: "There's sometimes strategic redesignation
of positions to circumvent reservation requirements, reflecting institutional resistance to substantive
change" (Interview, January 2023).

The quota system itself faces criticism for its design limitations. Current provisions treat categories
as monolithic, without addressing intersectional disadvantages or significant disparities within
categories. This enables relatively advantaged subgroups within each category to capture most benefits,
perpetuating marginalization of the most disadvantaged (Bishwakarma, 2021).

Federalism implementation has created additional challenges, with unclear harmonization between
federal and provincial civil service inclusion provisions. Provincial Service Commissions are
developing varying approaches to reservation policies, potentially creating inconsistencies across
government tiers (Ministry of Federal Affairs and General Administration, 2022).

7. Discussion and Analysis

Evaluating Progress Against Objectives

When evaluated against its stated objectives, Nepal's affirmative action policy shows mixed results.
The primary goal of improving demographic representation has been partially achieved, with
notable increases in women and marginalized groups' presence in the civil service. However, these
improvements remain uneven across groups, hierarchical levels, and service categories, falling short
of truly proportional representation (Lawoti, 2017).

The deeper objective of institutional transformation-creating a responsive, inclusive bureaucratic
culture-shows less progress. Representation improvements have not automatically translated into
influence on organizational practices or policy orientation. As Tamang (2017) notes, "numerical
inclusion without voice transformation merely diversifies the implementing agents of unchanged
systems" (p. 218). This assessment aligns with international scholarship distinguishing between
"passive representation" (demographic presence) and "active representation” (substantive influence on
governance approaches), with Nepal achieving more progress on the former than the latter (Riccucci
& Van Ryzin, 2017).
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Policy Design and Implementation Gaps

Analysis reveals several design and implementation shortcomings. First, the current framework
emphasizes recruitment without equivalent attention to retention, workplace culture, or career
advancement. This creates what Paudel and Shrestha (2018) term a "revolving door phenomenon,"
where marginalized groups enter but frequently exit due to unsupportive environments or limited

advancement prospects.

Second, the reservation categories' broad design insufficiently addresses intersectional disadvantages
and intra-group disparities. The system treats each category (women, indigenous nationalities, etc.)
as homogeneous, enabling relatively advantaged subgroups to capture disproportionate benefits. This
phenomenon, documented internationally as "creamy layer" effect, undermines the policy's ability to
reach the most marginalized (Deshpande, 2017).

Third, implementation suffers from insufficient institutional capacity and coordination. While multiple
entities hold inclusion-related mandates, coordination mechanisms remain weak, creating fragmented
approaches. Limited resources allocated to supporting programs, such as preparation courses
for excluded groups or mentorship initiatives, constrain policy effectiveness (National Inclusion
Commission, 2022).

Structural Versus Accommodative Approaches

The findings highlight tensions between structural and accommodative inclusion approaches. Nepal's
current framework predominantly employs accommodative measures that integrate marginalized
groups into existing institutional structures without fundamentally transforming those structures. This
approach improves representation but may inadvertently reinforce assimilation pressures, requiring
excluded groups to adapt to dominant institutional cultures rather than creating genuinely inclusive

environments (Bhattachan, 2019).

Structural approaches, by contrast, would address fundamental power relationships and institutional
design elements that perpetuate exclusion. These include language policies, work arrangement
flexibility, recognition of diverse knowledge systems, and transformation of institutional cultures.
Interview data suggests limited progress on these structural dimensions, with institutional environments
remaining aligned with traditional norms despite increased diversity (Nepal Federation of Indigenous
Nationalities, 2020).

Federal Restructuring Implications

Nepal's transition to federalism creates both opportunities and challenges for civil service inclusion.
Positively, the massive expansion of public service positions across three government tiers has opened
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unprecedented entry opportunities for excluded groups. Provincial and local governments, operating
closer to diverse communities, potentially offer more accessible entry points and culturally responsive
working environments (Ministry of Federal Affairs and General Administration, 2022).

However, federal restructuring has also created implementation complexities. Varying approaches to
inclusion across provincial civil services risk creating inconsistent standards, while the redeployment
of civil servants during adjustment processes sometimes reinforced existing hierarchies. A senior
policymaker observed: "The adjustment process often prioritized seniority and existing hierarchies
over inclusion considerations, sometimes reversing diversity gains in certain departments" (Interview,
March 2023).

These tensions reflect broader challenges in balancing technical administrative considerations with
transformative inclusion objectives during Nepal's state restructuring process. How these tensions
resolve will significantly influence long-term inclusion outcomes in the restructured civil service.

8. Policy Recommendations

Based on the empirical findings and analysis, this study proposes several evidence-based
recommendations to strengthen Nepal's civil service inclusion framework:

Refining the Reservation System

The current quota system requires refinement to address identified limitations while preserving its
positive impact on representation. Sub-categorization within broad reservation categories would
address the "creamy layer" effect by ensuring benefits reach the most disadvantaged subgroups within
each category. For example, within the indigenous nationality’s category, disaggregated quotas for
highly marginalized, marginalized, and disadvantaged groups would promote more equitable benefit
distribution (National Inclusion Commission, 2022).

Implementation could be strengthened through improved monitoring mechanisms that track not only
overall representation but also promotion patterns, departmental distribution, and retention rates
for excluded groups. Regular public reporting of these metrics would enhance accountability for
substantive inclusion beyond recruitment (Bishwakarma, 2021).

Beyond Quotas: Career Advancement Interventions

To address identified career progression barriers, complementary measures supporting advancement of
excluded groups are needed. Structured mentorship programs pairing senior officials with promising
staff’ from underrepresented backgrounds could help navigate institutional environments and build
professional networks. Leadership development programs specifically targeting high-potential staff
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from marginalized groups would build capacity for senior positions (Ministry of Federal Affairs and
General Administration, 2022).

Performance evaluation systems require reform to minimize subjective biases affecting promotion
decisions. More transparent, criteria-based assessment frameworks with diverse evaluation committees
would reduce potential discrimination in career advancement processes. Special incentives for
departments demonstrating exceptional progress on diversity at senior levels could accelerate cultural
change (Administrative Reform Monitoring Committee, 2021).

Institutional Culture Transformation

Achieving meaningful inclusion requires addressing institutional cultures that subtly marginalize
diverse perspectives. Mandatory diversity and inclusion training for managers would build awareness
of unconscious biases and inclusive leadership practices. Language policy reforms expanding official
use of diverse languages would create more inclusive communication environments, particularly
important in a multilingual society like Nepal (Nepal Federation of Indigenous Nationalities, 2020).

Flexible work arrangements accommodating diverse needs, particularly for women balancing family
responsibilities, would remove structural barriers to full participation. Recognition and celebration
of diverse cultural practices within institutional settings would signal genuine valuing of diversity
beyond numerical representation (Tamang, 2017).

Harmonizing Federal and Provincial Approaches

With civil service functions now distributed across federal, provincial, and local governments,
harmonized approaches to inclusion are essential. Development of model provincial civil service
legislation incorporating robust inclusion provisions would promote consistent standards across
government tiers. Inter-governmental coordination mechanisms focusing on inclusion policy
implementation would facilitate experience sharing and standard-setting across jurisdictions (Ministry
of Federal Affairs and General Administration, 2022).

Special attention should be given to local governments, where numerous new civil service positions are
being created. Technical assistance to local governments in implementing inclusive recruitment and
workplace practices would capitalize on the unprecedented opportunity for diversification presented
by local government expansion (Administrative Reform Monitoring Committee, 2021).

Strengthening Preparation and Support Systems

To address upstream barriers in the recruitment pipeline, expanded preparation support for civil service
aspirants from marginalized backgrounds is needed. Scholarship programs covering examination
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preparation costs would reduce financial barriers for economically disadvantaged candidates.
Decentralized coaching centers in underrepresented regions would improve geographical access to
preparation resources (Public Service Commission, 2020).

Information dissemination through culturally appropriate channels and languages would address
awareness gaps in excluded communities. Specialized orientation programs introducing civil service
career pathways to students from underrepresented groups could build longer-term interest in public
service careers (Dalit Civil Service Association, 2021).

9. Conclusion

This comprehensive analysis of affirmative action outcomes in Nepal's civil service reveals a complex
picture of progress, persistent challenges, and emerging opportunities. The reservation policy
has demonstrably improved numerical representation of women and marginalized communities,
marking significant progress from the pre-reform homogeneity of Nepal's bureaucracy. However,
these quantitative improvements have not automatically translated into qualitative transformation of
institutional cultures, decision-making influence, or career advancement patterns.

The findings highlight critical gaps between policy intentions and implementation realities. While legal
frameworks espouse comprehensive inclusion principles, implementation has predominantly focused
on recruitment quotas without equivalent attention to workplace environments, career progression
barriers, or structural factors perpetuating exclusion. The result is a civil service that is more diverse
in composition but not yet fundamentally transformed in its operational culture or power dynamics.

Nepal's federal restructuring presents an unprecedented opportunity to accelerate inclusion by
designing more responsive governance systems across government tiers. However, realizing this
potential requires addressing identified implementation challenges, harmonizing approaches across
jurisdictions, and moving beyond accommodative approaches toward structural transformation of
institutional environments.

For policymakers at the Public Service Commission, National Planning Commission, and Ministry of
Federal Affairs and General Administration, these findings underscore the need for a comprehensive
approach that addresses both entry barriers and post-recruitment inclusion challenges. The
recommendations offered provide concrete pathways to strengthen Nepal's inclusion framework,
ensuring it delivers on the constitutional promise of proportional, meaningful representation in
governance structures.

As Nepal continues its political and administrative transformation, building a truly inclusive civil
service remains fundamental to ensuring responsive governance that addresses the needs of its diverse
population. The evidence presented in this study provides a foundation for evidence-based policy
refinements that can advance this essential aspiration of Nepal's democratic transition.
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Tables and Figures

Table 1: Representation of Different Social Groups in Nepal's Civil Service (2007-2022)

Social Group Populat‘i)on Share RS;)‘;‘lelesifll;;:sn Representation
(%) o Index*
(%)
2007 2012 2017 2022 2022
Women 51.5 8.0 15.3 19.8 |24.3 0.47
Elft‘i%i';%‘t‘ises 36.0 14.2 170 195 |219 |06l
Madhesis 27.5 11.3 12.5 14.1 |15.8 0.57
Dalits 12.6 1.8 3.1 45 |57 0.45
Muslims 44 0.6 1.0 1.5 1.9 0.43
Persons with
Disabilitics 1.9 0.3 0.7 1.1 1.4 0.74
Remote Areas 3.5 2.0 2.8 3.1 33 0.94
Brahmin-Chhetri 28.7 67.2 61.5 55.9 [49.0 1.71

*Representation Index = Share in civil service / Share in population (2022)
Source: Public Service Commission Annual Reports (2007-2022); Nepal Census 2021

Table 2: Hierarchical Distribution of Different Social Groups in Nepal Civil Service (2022)

Position Level | Women (%) |Indigenous (%) | Madhesis (%) |Dalits (%) | Brahmin-Chhetri (%)
Special Class 12.7 9.8 7.3 1.2 78.5
First Class 15.4 12.7 9.8 2.8 71.5
Second Class 17.9 16.5 11.5 4.1 65.8
Third Class 253 22.7 16.2 6.5 50.3
Non-Gazetted 29.5 27.9 18.6 7.2 42.5
Overall 243 21.9 15.8 5.7 49.0

Source: Department of Civil Personnel Records (2022)

Table 3: Service-wise Distribution of Excluded Groups in Nepal Civil Service (2022)

Service Category | Women (%) Indigenous(%) | Madhesis (%) | Dalits (%) Others (%)
Administration 28.5 19.8 16.3 5.9 29.5
Health 42.1 25.7 13.8 4.9 13.5
Education 34.6 27.3 15.2 7.1 15.8
Engineering 13.2 17.5 14.6 3.2 51.5
Agriculture 16.8 20.1 17.5 43 41.3
Forestry 12.5 24.6 12.1 3.7 47.1
Foreign Service 18.3 11.2 8.9 1.5 60.1
Revenue 21.5 14.6 17.2 2.9 43.8
Overall 24.3 21.9 15.8 5.7 323

Source: Ministry of Federal Affairs and General Administration (2022)
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Table 4: Implementation Progress of Reservation Quotas in Civil Service Recruitment (2013-

2022)

Fial | Totsl | Reserved ndigenous | Madhess | Dali

Year Vacancies Positions | Women (%) Nationalities (%) %) %) Others* (%)
2013/14 8,342 3,754 85.6 79.8 72.3 65.1 61.7
2014/15 7,016 3,157 88.3 80.5 75.2 68.7 63.5
2015/16 9,267 4,170 92.7 84.1 77.9 71.5 66.8
2016/17 8,154 3,669 93.5 86.3 80.2 75.4 72.1
2017/18 12,563 5,653 95.8 89.7 83.5 79.2 75.4
2018/19 15,972 7,187 97.3 91.2 85.6 81.8 77.9
2019/20 11,486 5,169 98.1 93.5 87.8 84.3 80.2
2020/21 9,345 4,205 99.2 95.6 89.5 87.1 82.6
2021/22 14,267 6,420 99.5 96.2 91.3 88.5 85.3

*Others include persons with disabilities and individuals from remote areas

Source: Public Service Commission Annual Reports (2013-2022)

Table 5: Key Barriers to Meaningful Inclusion in Nepal's Civil Service (Based on Qualitative

Research)
Inclusion . . Implementation .
Dimension Identified Barriers Challenges Policy Gaps
v’ Language barriers in Focus on quotas without
examination v' Limited preparation addressing preparatory
v Geographic concentration support programs inequalities
Recruitment and of preparation resources v’ Centralized Insufficient support
Entry v Economic cost of examination system mechanisms for
preparation v' Inadequate outreach in candidates from
v’ Information asymmet remote areas disadvantaged
Y ry g
about opportunities backgrounds
V' Persistent discrimination v Weak gricvance
and stereotyping &r Focus on numerical
. mechanisms . .
v" Dominant cultural norms v Limited accountabilit representation without
Workplace in institutional settings for discriminato Y workplace culture
Experience v’ Limited recognition of ractices Y transformation
diverse cultural knowledge | , I;\bsence of diversit Limited attention to
v" Language barriers in daily trainine for mana erys linguistic inclusion
operations & &
v jecti .
Sggggilgg sesrtf:rrnnslance v" No equivalent quotas
v Unequal acc}éss 10 career- for promotion Absence of affirmative
Career enhaglcin opportunitics v Informal networks measures for advancement
v i & Obpo; influencing Insufficient monitoring
Advancement Limited mentoring and obportunities of career progression
sponsorship pPPo! . prog
. . v Limited tracking of patterns
v' Disparities in transfer and )
. promotion patterns
posting patterns
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Inclusion . . Implementation .
Dimension Identified Barriers Challenges Policy Gaps
v" Resistance from traditional | v Weak monitoring v Broad catecory definitions
bureaucratic elites mechanisms without a d(%rersysin sub-
v "Creamy layer" effect v Limited sanctions for roup disparities g
. within excluded categories non-compliance group cisp
Policy D v' Limited resources
. v' Limited institutional v Fragmented
Implementation . . . allocated for
capacity for implementation implementation
implementation responsibility v F(})cus on compliance
v" Poor coordination between | v Data gaps and rather than outg omes
responsible agencies inconsistencies

Source: Synthesis of interview data and focus group discussions (2022-2023)

Figure 1: Trends in Women's Representation Across Civil Service Levels (2007-2022)

Year | Non-Gazetted (%) | Third Class (%) | Second Class (%) | First Class (%) | Special Class (%)
2007 9.8 7.5 5.3 3.1 0.0
2012 18.7 14.2 9.8 7.5 4.2
2017 249 21.5 15.1 13.9 8.5
2022 |29.5 25.3 17.9 15.4 12.7

Source: Department of Civil Personnel Records (2007-2022)

Figure 2: Comparative Satisfaction Levels Among Civil Servants from Different Social Groups

(2022)

Satisfaction Dimension Women | Indigenous Nationalities | Madhesis | Dalits g::::;;m
Career Advancement Opportunities |3.2 34 3.1 2.7 4.1
Workplace Culture 3.1 3.3 3.0 2.8 43
Performance Recognition 3.0 3.1 2.9 2.6 4.2
Decision-making Participation 2.8 2.9 2.7 2.4 4.0
Training & Development Access 33 32 3.0 2.9 4.2
Overall Job Satisfaction 34 3.5 32 3.0 4.4

Scale: 1 (Very Dissatisfied) to 5 (Very Satisfied)
Source: Civil Service Satisfaction Survey (2022)

Figure 3: Provincial Variation in Civil Service Representation of Excluded Groups (2022)

Province Women (%) | Indigenous Nationalities (%) | Madhesis (%) | Dalits (%) Others (%)
Province 1 25.7 29.5 11.2 5.8 27.8
Madhesh Province 20.3 8.7 37.5 4.9 28.6
Bagmati Province 28.6 30.5 7.8 5.2 27.9
Gandaki Province 26.9 28.7 6.4 7.1 30.9
Lumbini Province 23.8 22.4 19.5 6.8 27.5
Karnali Province 19.5 13.8 4.7 6.3 55.7
Sudurpaschim 18.7 12.5 83 7.2 533
Federal Level 24.6 22.3 15.1 5.1 32.9
National Average 243 21.9 15.8 5.7 323

Source: Ministry of Federal Affairs and General Administration (2022)
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Local Governance in Federal Nepal: A Critical Review

Khubi Ram Pokharel”

Abstract

This article highlights on local governance in Federal Nepal, including legal and institutional
framework, institutional capacity and service delivery, success in local governance, accountability
and transparency, inclusivity and representation, fiscal federalism and intergovernmental relations. It
also describes the challenges of local governance and suggests the recommendations too.

Keywords: Local governance, Service delivery, Inclusivity, Intergovernmental relations, Fiscal
Federalism

Introduction

Local governments are political subdivisions of a nation as social change agents, influencing social
political and economical development. It is an organization that looks out for the needs of local
communities in order to ensure the pleasure of its citizens. Good governance is concerned to the idea
of local government. It was created to lessen the load on central government by putting the major five
foundations of good governance into practice: participation, representation, accountability, and the
application of the law.

Evolution of local governance in Nepal

Historically, local governance in Nepal has been shaped by successive political regimes: The Panchayat
era (1960-1990) focused on centralized control, despite the rhetoric of decentralization. The post 1990
democratic reforms introduced the Local Self-Governance Act, 1990, creating elected local bodies
with some authority. The 2015 constitution and subsequent laws like Local Government Operation
Act, 2017, formally established the three-tier system of governance: federal, provincial and local.

The implementation of the constitution was a historic shift from unitary system to federal system of
governance. Subsequent to this, the 2017 local elections were milestone that established 1 federal
government, 7 provincial governments and 753 local governments with devolved powers to exercise.

* Under Secretary, Government of Nepal
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Now local levels have local governments in function after the 2022 election. This analysis examines
how local governance evolved after elections, taking structural, administrative and socio-economic
and political factors into account.

Objective of the study

The main objective of this study is to critically examine the structure, functioning and performance
of the local governance in federal Nepal. More specifically, the study has following objectives:
1. Examine the legal and institutional frameworks that constitute the foundation of local
governments under the federal set-up of Nepal with particular reference to the period since
the promulgation of the constitution in 2015.
2. Assess the institutional capacity of the local authorities in planning, service delivery, fiscal
management and building human resource capacity.
3. Analyze the achievements and deficiencies in implementing local governance with a focus
on accountability, transparency, inclusiveness, and citizens’ participation.
4.  Evaluate the performance and effectiveness of fiscal federalism and intragovernmental
relations in ensuring local autonomy and development.
5. Identify loopholes and weaknesses that undermine effective local governance and service
delivery, particularly in rural and marginalized communities.
6. Advise strategic reforms and policy actions for deepening democratic local government,
enhancing service delivery and promoting inclusive, transparent and accountable local
governance at the grassroots.

Legal and Institutional Framework

The legal and institutional framework governing local governance in federal Nepal is mainly based
on the constitution of Nepal and series of follow-up laws and policies. Individually, they identify the
powers, functions and independence of local governments in federal Nepal.

Constitutional Provisions

The constitution of Nepal has established the three-tier of governments: federal, provincial and
local level governments with constitutionally guaranteed jurisdiction. Schedule 5 to 9 enumerate the
exclusive and concurrent powers of the governments. Schedule 8 mentions in particular 22 areas
of exclusive powers of the local governments (like: basic education, health, local roads, disaster
management etc.).

Municipalities and rural municipalities are established by Article 214 and Article 215 mandates elected
councils and local executive heads. The local governments are given the authority to collect revenue as
taxes, fees and service charges on Article 229.
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Key Laws and Policies

There are several important acts that enact constitutional principles:

Public Finance management Act, 2019.

Local Government Operation Act, 2017

Intergovernmental Fiscal arrangements Act, 2017

Federation, Province and Local Level (Coordination and Inter-relation act, 2020

® oo T

Other sectoral laws like agriculture, health, education, procurement etc.
Institutional Arrangements

A. National Natural Resources and Fiscal Commission (NNRFC): It offers recommendations
regarding fiscal transfer and allocation of resources to ensure balanced growth.

B. Ministries of Local Affairs

C. Local Government Associations like Municipal Association of Nepal (MuAN) and
National Association of Rural municipalities in Nepal (NARMIN)

D. Office of Prime Minister and Council of Ministries

E. Office of Chief Minister and Council of Ministries

Institutional Capacity of Local Governments

Institutional capacity refers to the ability of local governments to plan, implement, manage, and deliver
services effectively and qualitatively. Since the federal transition, the power of local governments in
Nepal has gone through drastic changes, but there are substantial gaps in their institutional strength.
Some of the key areas of institutional capacity are described below:

Human Resources

There are insufficient professionals in technical fields like engineering, technology, education, health,
urban planning, and financial management employed by most local governments. Recruitment has
been slow and there is too much reliance on deputed officials of the federal bureaucracy or temporary
personnel. Management of human resources is becoming problematic due to lack of federal civil
service law.

Administrative systems

While basic administrative systems do exist (e.g. ward committee, municipal council), digitalization,
record-keeping, internal control systems and monitoring of performance are still huge challenges for a
majority of municipalities. Federal government appoints and posts chief administrative officer against
the federalist spirit.
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Policy and Planning

Medium-term and annual development plans are now mandatory but have limited technical expertise
in evidence-based planning, budgeting, and public participation processes. Periodic plans and
project banks have been formulated by most of the local governments that steer them towards better

development in local levels.

Financial Management

Despite budget autonomy, weak financial management practices (procurement, auditing and reporting)
lead local governments vulnerable to mismanagement and corruption.

Service Delivery by Local Governments

One of the most visible roles of local governments is service delivery — providing education, health
services, infrastructure, agriculture support, and civil registration at the community level.

Capacity problems have plagued local governments. Municipal governments typically did not have
the governance, planning, and financial expertise. Service delivery was improved in municipalities
like Machhapuchhre and Banganga. These included better delivery of administrative services and
greater citizen engagement.

But rural municipalities did not have much, such as inadequate staff, inadequate data systems, and
inadequate technical capacity. Fiscal federalism, as constitutionally guaranteed, was yet in its infancy
due to untimely disbursement of grants and weak local revenue bases.

Successes in Local Governance

Despite facing significant challenges during the transition to federalism, Nepal’s local governments
have demonstrated notable successes in several areas. These achievements highlight the positive
impacts of decentralization and grassroot level empowerment in Nepal.

Enhanced political representation and inclusion: The constitution mandates the inclusion of women,
dalits, janjatis, and marginalized groups in local level governments. Over 40% of elected representatives
at the local level are women, making Nepal one of the leaders in South Asia in gender representation
at local governments. Citizens are now more involved in local decision-making through public
hearing, social audit, ward meetings and participatory planning process along with self-recognition,
empowerment, self-respect and ownership.

Institutional development: Most municipalities have now set up functional administrative systems
including financial management, procurement processes and basic e-governance facilities like online
service delivery portals.
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Fiscal empowerment: Local governments now raise revenues through taxes (property, business,
vehicle), fees and service charges. Some municipalities have successfully introduced innovative
revenue models such as tourist entry fees or land development taxes. Timely fiscal transfers from
federal and provincial governments have strengthened local budgets, enabling larger and more
independent local projects.

Improved access to basic services: Local governments have expanded the management of health
posts and public schools. Initiatives like free basic health care programs and scholarship schemes
have been strengthened under local government. Services like issuing birth, death, marriage, and
migration certificates are now faster, better, effective and accessible to citizens, significantly reducing
administrative burdens. Local governments also have been active in building local roads, small
irrigation canals, drinking water projects and community buildings, promoting rural connectivity
and urban infrastructure. Public participation is now growing higher in development projects in local
levels.

Local Innovation and good practices: Some municipalities have introduced innovative practices like
community-managed schools and health centers, participatory budgeting, mobile apps for service
requests and complaint registrations, climate adaptation projects led at the local level. Election of
women to over 90% deputy mayoral seats can potentially enhance gender-sensitive governance,
particularly through the municipal judiciary committees that deal with matters of women. 41.2%
women’s representation can be found in local governments including 25 chiefs in Nepal.

Accountability and Transparency in Local Governance

Accountability and transparency are fundamental principles for effective local governance. In Nepal’s
federal system, they are essential to ensure that local governments serve citizen’s interests, use public
resources properly and uphold democratic values. Progress has been made, but lots of gaps are also
remain.

Constitutional and legal provisions: The constitution of Nepal promotes transparency, public
participation and accountability across all tiers of government. Local Government Operation Act, 2017
makes local governments to conduct public hearings twice a year, practice participatory planning and
budgeting, publish financial details and projects reports for public reviews, submit financial accounts
for auditing by the Office of the Auditor General. Right to information Act, 2007 guarantees citizens
access to public information, binding local governments to maintain openness in decision making and
service delivery. Good Governance (management and operation) Act, 2008, Corruption Control Act,
1997, Federation, Province and Local Level (Coordination and Interrelation) Act, 2020, Monitoring
and Evaluation Act, 2024, Financial Procedures and Fiscal Responsibility Act, 2076 and Regulation,
2077 are also effectively ensure good governance in local level of Nepal.
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Mechanisms for accountability: Local governments are mandated to organize public hearings and
social audits where citizens can question elected leaders and administrators regarding governance,
development, service delivery. Many oversight agencies are effectively monitor the provisions and
processes of good governance at local levels which foster accountability in leaders.

Recent status: Most of the local governments now publish budget, annual programs and progress
reports online or in public spaces. However, some municipalities even cannot announce the budgets and
programs on time due to political conflicts in them. There has been an increase in local-level audits and
investigations by federal agencies like Commission for Investigation of Abuse of Authority (CIAA).
Accountability and transparency in Nepal’s local governance have improved with federalization, but
they are still largely “on paper” in many places. Institutionalizing meaningful citizen engagement and
strengthening oversight systems will be key to making local democracy more credible.

Inclusivity and Representation in Local Governance

Inclusivity and representation are central pillars of Nepal’s federal restructuring. The goal is to ensure
that local governance is participatory, equitable and reflects the country’s social, regional, ethnic,
gender diversity.

Constitutional and legal provisions: Constitution of Nepal guarantees the right to participation for
women, dalits, indigenous nationalities, madhesis, muslims, tharus and other marginalized groups at
all levels of governments including local levels. Each municipal council must elect at least one woman
as either the mayor/chairperson or deputy. Ward committees include at least two women, one of whom
must be from dalit community. Local Government Operation Act, 1017 emphasizes the importance
of promoting inclusive participation in service delivery, decision making and development planning.

Major achievements: About 41.2% of elected representatives in local governments are women
including chiefs. Nepal now has one of the highest rates of women’s political participation at the
local governance in South Asia. Thousands of dalits. Madhesis, tharus, muslims and marginalized

community members now serve as elected ward members.

Impacts: Local policies are becoming more sensitive to marginalized group’s needs like scholarships
for dalit children, targeted health programs. Disadvantaged communities are better able to access
government services when representatives share their background and concerns. Equity and equality,
proportional participation, empowerment help to maintain social justice in local governance. Increased
participation has led to greater community mobilization and awareness of rights at the grassroots
levels.

Fiscal federalism and intergovernmental relations

The main components of federal governance system of Nepal are fiscal federalism and intergovernmental
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relations. They play crucial role for distribution, management and utilization of resources among three
levels of governments in Nepal.

Fiscal federalism: The constitution of Nepal establishes the principles of fiscal federalism describing
the need for resource sharing and fiscal autonomy among the federal governments. Schedule 5 to 9
allocate exclusive and concurrent rights.

Revenue sources for local governments: Taxes on property, business, vehicles, tourism fees, service
charge etc. are the main sources of revenue of local governments. Grants like equalization grants, special
grants, conditional grants are provided by federal and provincial governments. Local governments
have rights to limited borrowing for specific development projects with approval. Intergovernmental
fiscal transfer system is governed by the Intergovernmental Fiscal Arrangement Act, 2017.

Achievements: Fiscal federalism increases the budget authority, predictable fiscal transfer system and
resource mobilization. Local governments have been enabled to invest in local development projects

like roads, drinking water, schools, health centers etc.

Intergovernmental Relations: Both vertical (federal-provincial-local) and horizontal (among
provinces and local levels) relations are being practiced in fiscal federalism. Intergovernmental
coordination among the governments remains weak.

Challenges of Local Governance

As Nepal’s local governments are empowered with greater authority, power and responsibility, they
continue to face numerous challenges that hinders good governance in local level. Some of the major

challenges are described below:

Institutional and administrative challenges: Many local governments lack skilled manpower
especially in technical fields like engineering, technology which creates weak administrative system.
Inconsistent coordination, capacity gaps, lack of institutional structures are the main challenges of
local governance.

Financial challenges: Lack of resources, limited sources of revenue, ineffective financial management,
disparity of resources are the challenges faced by the local governments.

Political and governance challenge: Elite capture, political interference in administrative and
financial management, low political commitment, low accountability etc. are the challenges in local
level.

Challenges of inclusion: Low public participation in development, proxy representation, lack of social
harmony, lack of resources, deep rooted poverty etc. are the challenges faced by local governments to
foster inclusion in local governance.
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Challenges in Service delivery: Poor infrastructure, illiteracy, poor participation of citizens, ambiguity
and process-oriented laws, limited e-governance, deep rooted corruption etc. are the challenges faced
by local governments in federal Nepal.

Recommendations for strengthening local governance

To enhance the effectiveness of local governance in Nepal, the following recommendations are being
suggested:

a.  Strengthening institutional capacity by investing in human resources, enhancing
administrative system and developing local laws and policies.

b.  Improvingfiscal managementby simplifying fiscal transfer, ensuring financial accountability,
expanding own sources of revenue.

¢.  Promoting inclusive governance by empowering marginalized groups, deepening people
participation.

d.  Enhancing service delivery by focusing on quality and sustainability, promoting innovation,
strengthening monitoring and evaluation.

e. Clarifying intergovernmental relation by empowering oversight institution, implementing
the constitutional and legal provisions, strengthening coordination mechanism, harmonizing
laws and responsibilities.

f.  Embracing technology and innovation by expanding e-governance, bridging the digital
divide.

g. Building the culture of good governance by strengthening civic education, promoting
transparency and integrity.

h.  Establishing democratic values.

i.  Periodic reviews and reforms in laws and policies.

Conclusion

The federal restructuring of Nepal has transformed the landscape of local governance, granting
unprecedented authority and responsibility to local governments. This enables governance,
development and service delivery in participative way. Important achievements have been made in
institutionalizing local democracy, improving transparency and accountability, fostering participation
and representation, expanding service delivery and developments.

However, the journey towards effective good governance in local level is far to be completed. Many
challenged including administrative and institutional, capacity gaps, fiscal dependency, political
interference, proxy representation, elite capturing etc. continue to hinder good governance at local
level of Nepal. Ambiguities in intergovernmental relations and inequalities among local units highlight
the need for more coherent policies and effective stronger coordination mechanisms.
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Nepal must focus on building institutional capacities, fostering fiscal autonomy with accountability
and transparency, deepening participatory governance, development and service delivery, ensuring
technological innovations and embracing a culture of integrity in local level. Strong, sustained and
effective commitment from leaders, civil society, development partners and citizens is essential for
strengthening good governance at local level in federal Nepal.
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Nepal: Lesson from Japan for Nepal
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Abstract

SME:s are the foundation of economy of Nepal.99% of all registered business and 80% GDP source of
industrial sector in Nepal is from Small and medium-sized enterprises (SMEs). However, there are a
lot of obstacles preventing the growth of SMEs in Nepal. The high interest rates, collateral requirements
and lack of institutional financing make the financing of SMEs a great problem for the beginners.
Market access is limited because of poor infrastructure connectivity and lack of skills in the SME
owners. The development hurdle is also posed due to the technological decline and limiter resources
for R&D. This paper find out the policy suggestion for Nepal by studying the successful SME support
system of Japan. This paper offers customized solution to Nepal by learning from Japan’s third-party
guarantee system, interest rate reduction program, initiative to market access by JETRO, SMEA, and
METI. The paper suggests a way out to the technology and innovation hurdle by implementing
initiatives like Innovation voucher program and local level support system.

However, there are many barriers to implement these programs in Nepal which includes limited
finances, limited regulations, lack of skilled manpower, poor capacity of institutions, lack of proper
laws, weak intellectual property rights and unwillingness of SMEs to participate in government support
programs. Recommendations includes the need for specialized SME regulations, capacity building of
financial institutions, strong centralized database and international financial and technical support.
Private sector engagement, strengthening local government and incentivising private sector for

innovation, and cross border business is advised in this paper.

Keywords: SMEs, financing, market access, financial aid, international support

1. Background

Small and medium-sized enterprises (SMEs) are very important for economic growth and employment

* Under Secretary, Government of Nepal.
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generation in developing country like Nepal. In Nepal, among the registered enterprises more than
99% are classified as SMEs. These SMEs account for over 80% of the contribution of Industrial sector
to the country’s GDP (Singh, 2023; ILO, 2005)

Industrial Enterprise Act 2076 (2020) define SMEs in Nepal based on their annual turnover or total
assets. These acts classify SMEs into micro-enterprises, small enterprises and medium-sized
enterprises. The industry having an annual turnover or total assets of up to NPR 2.5 million
(Approximately USD 21,000) are classified as Micro-enterprises. Those having annual turnover or
total assets of up to NPR 50 million (Approximately USD 420000) are classified as small enterprises
and those having annual turnover or total asset of upto NPR 250 million (Approximately USD 2.1
million) are classified as medium-sized enterprises) (ILO, 2005).

Despite their role in country’s economy and their contribution to GDP, SMEs in Nepal face various
challenges. These challenges include but are not limited to access to finance, poor infrastructure and
inadequate government support (Singh, 2023; Kharel, 2020). To overcome these challenges and
define strategies to support SMEs, Nepal need to learn from the practices which are successful. Japan
has well-established SME sectors and is known for its best practices, innovative approaches, and
successful policy in fostering SME growth and overcoming obstacles (Kharel, 2020).By the study of
the support program of Japan to its SMEs, Nepal can generate ideas which could be adapted with
certain modification. The adaptation of idea to own context and implementing tailored solutions help
enhance competitiveness and sustainability of SMEs of Nepal. This article analyses the current
challenges faced by SMEs in Nepal and analyse some support program ideas from experience of
Japan. In addition to the analysis, the article also identifies the constraints of implementing such ideas
in Nepal and purpose some modification in those support program ideas for effective implementation
in Nepal.

2. Analysis
2.1 Challenges of SME in Nepal

2.1.1 Access to Financing

In Nepal, financing is done by bank, micro-finance and some informal sources. For small
investors and entrepreneurs’ access to financing is the bottleneck for their expansion and
improvement. Bank loan and micro-finance loan are not reachable to the small-scale investors,
women and people of rural area because of need of high collateral and capped interest rates.
World Bank’s Enterprise survey also shows the average interest rate of Nepal to be around 11.4%.
Because of this scenario only 20% of SMEs in Nepal have access to bank loans and others either
rely on informal financing or do not have access to financing. This result in lack of expansion of
production capacity or investment in new technology. Many new and innovative SMEs in various
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sector could not expand because of lack of financing (Kharel, 2020; Silwal, 2020; Tiwari, 2024).

2.1.2 Limited Market Access

Market access is limited to SMEs because of their limited capacity, limited technical skills and
infrastructure barriers (ESCAP, 2004). Limited capacity of SMEs implies their lack of knowledge
and skills to identify market opportunity and fulfil market demands. Their capacity is sufficient
only for local market and they fail to meet the standard and regulation of buyers in extended
market specially in international markets. Limited technical expertise also affects the quality,
safety and standards of product which in turn affect the expansion and access to global market.
This causes the decrease in competitiveness of these industry (ESCAP, 2004). Infrastructure
barrier includes inadequate transportation, communication and storage facilities (Exchange.).
Because of lack of these facilities product storage and transportation has become difficult to
SMEs and they are forced to do business in local markets only. In addition, non-tariff barriers like
environment regulations, product certification and intellectual property rights also seems to be
problematic to SMEs and act as barrier to market access (ESCAP, 2004).

2.1.3 Lack of Technology and Innovation

It is difficult for small business in Nepal to keep up with rapidly changing technology. Their
limited capacity towards new process and advance technology also affects their efficiency and
productivity. SMEs generally use outdated machinery and equipment as a result their production
process is slow or less efficient and the quality of their product is also lower.

SMEs also face problems in human resources. This limits their capabilities in research and
development. Lack of financial resources inhibit them from investing in Research and
development and to promote innovation. They cannot keep up with changing market demand
which leads to competitive disadvantage. Inviting Foreign Direct Investment (FDI) and
transferring technology could be a possible solution to this. However, because of lengthy
bureaucratic procedures and complicated regulatory framework to obtain permits and licenses,
foreign investors are also discouraged to enter Nepali market. This also deprives SMEs from the
benefit of technology transfer FDI could bring (Poudel, 2020).

Support Program ideas from Japanese Experience

2.2.1. Financial Assistance Programs

Government of Japan ensure the access to finance by all SMEs through different financial
assistance Programs (OECD, 2022; Usami J., 2020). For those SMEs who do not have collateral
for loans, Japanese Government provide Third Party Guarantee System (TPGS). In TPGS

~167 ~



Shashi, Ratnesh & Sitaula Deepika, 2082

program qualified and registered organisations like industrial associations or credit guarantee
corporations can provide collateral on behalf of SMEs to obtain loan from financial institutions.
This reduces the amount of collateral required from SMEs (Uesugi, 2017). TPGS program
supports the SMEs that do not have enough collateral to access finance and invest in their growth
and expansion (Uesugi, 2017; Yamori, 2015).

To solve problem on interest payment, there is Interest Rate Reduction Program. In this program,
Government selects some financial institution and give interest rate subsidies to these institutions.
These participating financial institutions then design a specific eligibility criterion for SMEs
which include the size of the company, type of business activity and purpose of loan. Depending
on these criteria the participating financial institution then offer loans to SMEs at a reduced
interest rate. This program help SME to access finance for their expansion (Nakagawa, 2012).

In addition to these, Japanese government also provides commerce and regional support, and
different subsidies for SMEs development. For disaster situation, government provides subsidies
such as Disaster Recovery Plan and COVID-19 Countermeasure Capital Subordinated Loan.
There are subsidies like Business Continuity Enhancement Plan and the Small Business
Management Development Support Financing System for the time of economic crisis (Ono &
Uesugi, 2014). To develop SMEs in desirable ways Japanese Government also give subsidies.
For example, to encourage SMEs to contribute in environment preservation there is a special
loan program called J-Support plan. Japanese Government always make sure the SMEs have
enough access to finance for their growth and development in every situation (OECD, 2022).

2.2.2. Market Access

Japanese Government also support SMEs for global market access. A good example of such
support is the program of Ministry of Economy, Trade and Industry (METI) called “Support
Program for SME Globalization”. This program provide opportunity for SMEs to participate in
worldwide trade shows and business matching events. They also provide translation and
interpretation services for SMEs to participate in such program and financially support the SMEs
to do market research in global market (METI, 2023; JapanGov, 2017).

In addition to that, there is an organization called Japan External Trade Organization (JETRO) to
promote mutual trade and investment between Japan and other countries. JETRO also support
SMEs expanding overseas for market research, business matching, and support for legal and
regulatory compliance in other country (JETRO, 2023). Agency named Small and Medium
Enterprise Agency (SMEA) works for capacity development of SMEs, like improving their
management skills on finance, marketing, human resource management and business planning
(Yoshimura & Kato, 2007).

Local gobernments also have different support programs for the SMEs located in their region.
Most of the local government provide financial assistance, training and counseling services for
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the SMEs. For regular consultation, training and networking of SMEs; small business support
centers are located throughout Japan (Yoshimura & Kato, 2007). These programs are very helpful
to capacitate SMEs, enhance their production capacity, link to market and even expand overseas.
Such trained SMEs are capable of matching product according to the demand of the potential
buyers.

2.2.3. Support programs for technology and innovation:

2.3

For continuous development and progress of SMEs, Government of Japan provides support for
innovation, technology, research and development, and technology transfer (Yoshimura & Kato,
2007; OECD, Targeted support to SMEs and young innovative enterprises, n.d.). “Innovation
Voucher Program” by SMEA supports Research and Development activities of SMEs by
providing subsidies for such activities. METI supports the human resource development by
training engineers and researchers via the program: “Support Program for the development of
Human Resources in Science and Technology”. This trained human resource, then promote
technology and innovation in SMEs (Yoshimura & Kato, 2007; MOFA, 2017).

Similarly, “JETRO Innovation Program” by JETRO help the collaboration of SMEs with
Japanese Universities and Research Institution. This collaboration helps to develop cutting edge
technologies for SMEs and make this technology accessible to SMEs (JapanGov, 2017; MOFA,
2017). For the promotion of technology and innovation in specific fields like environment and
energy an organization called “New Energy and Industrial Technology Development Organization
(NEDO)” works continuously (Yoshimura & Kato, 2007; MOFA, 2017).

Constraints in implementing measures

2.3.1 Financial assistance program:

The financial assistance program in Japan seems to be very beneficial for SMEs to have better
access to financing and for growth and development. However, implementing such program in
Nepal is quite challenging. Firstly, Nepal lacks reliable, accurate and real-time information of
SMEs. So, it is difficult to determine what kind of financial assistance is needed and how much
resources are required for such assistance. Secondly, the financial and technical resources of the
country is limited which creates a big question mark about the sustainability of financial assistance
program if we plan to start them. Thirdly, financial institutions in Nepal also have limited capacity
and resources. These institutions can’t evaluate the creditworthiness of SMEs and do not meet
other condition of support program like third party collateral system. Furthermore, Japanese
SMEs are owned by bigger firms (i.e. a single firm owns many SMEs) but, in Nepal every SMEs
are owned by different individuals. So, unlike Japan, the number of stakeholders for financial
assistance program is huge which includes both the creditors and suppliers (Kharel, 2020;
Adhikari, 2022).
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In addition to these situations, the legal system of Nepal is not sufficient to support the financial
assistance program. Regulation and law for financial support of SMEs are limited, there is no
specific law for third-party financial guarantees. Because of recent federalization, the role of
providing financial support to SMEs is delegated to the newly formed local government. This
makes the financial assistance program more difficult and design and implementation of effective
policies more challenging (Adhikari, 2022).

2.3.2 Market access:

Business support center in Japan is successful because of the active participation of private sector
(APEC, 2006). However, in Nepal private sector are hesitant to participate in the programs
offered by the Government due to various reasons like the fear of competition or lack of trust in
Government. The support program of government of Nepal for capacity building of SME:s like ,
Small and Cottage Industry Development Board (SCIDB) Programs, Cottage and Small Industry
Development Fund (CSIDF), Export Promotion Board (EPB) Programs, and Technology
Business Incubation Program (TBIP) are also unknown to many SMEs. Lack of proper
information dissemination by Government and private sector may be the reason behind low
participation in these programs (Adhikari, 2022; Kharel, 2020).

After implementation of federalism, the supportive role to SMEs is now delegated to newly
formed local government. Local government lacks financial and technical resources to establish
such support centers for SMEs. In rural areas of Nepal, where most of the SMEs are located, it is
difficult to find and retain the experts who could train SMEs and run the business support centers
(ADB, 2022).

2.3.3 Support program for technology and innovation:

Technology and innovation are not the priority for SMEs in Nepal because they are unaware of
the benefit they could achieve by investing in it. Therefore, it is challenging to get these SMEs
participate in support program for technology and innovation. On top of that, Government of
Nepal has very limited resources to allocate in research and development. In this situation, it is
very challenging to conduct support program for technology and innovation. Thus, Government
is unable to incentivize private sector to participate in support program and understand importance
of technology and innovation. Nepal also lacks sufficient experts with skills in research,

development, technology and innovation.

Additionally, because of the weak intellectual property protection in Nepal, those SMEs who has
invested in innovation and technology are unable to get returns on their investment. Because of
the infrastructure deficiency and very high cost to access state of the art technology and risk of
intellectual property protection, it is difficult for SMEs to adopt new technology and process to
improve productivity and their efficiency (Thakuri, 2023; Kharel, 2020).
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2.4 Recommendation and Modification for effective implementation in Nepal

2.4.1 Financial Assistance program:

The data system of SMEs needed to be strengthen before starting the financial assistance program.
A centralized database of SMEs with clear information about their financial needs and their
status need to be established. This system need to be updated regularly with timely and accurate
information and made accessible to financial institutions willing to take part in financial assistance
program. Once the database is in place, all the required laws and policies need to be improvised
or established and implemented. Laws related to third party financial guarantee, protection of
financial institutions and rights of SMEs need to be established and implemented. For those
institution willing to take part in financial assistance program, technical assistance and capacity
building via training and workshop is needed. It is essential to capacitate them to evaluate
creditworthiness of SMEs and collateral requirement to support the program. In the Government
part the shortage of finances could be resolved by accessing help from the international
organisations. Support on financial infrastructure development and technical assistance for
capacity building would be helpful in this regards.

2.4.2 Market access:

Information dissemination is the effective tool to improve market access of SMEs. The
information about the support program provided by the government to SMEs should be
disseminated by using effective tools such as social media, push messages, radio and television.
For the establishment and sustainability of small business support centers in local level, Central
government should assist the local level with required fund and expert supply. Local level need
to capacitate themselves to effectively run the business support centers. They should focus on
infrastructure development for better connectivity of SMEs to the potential market. For active
participation of SMEs to develop business support centers and various government program,
government could provide incentives to the participating SMEs like tax discount, technical
assistance and access to finance. Government should collaborate with Universities and vocational
training centers to design training courses to capacitate marketing strategy of SMEs and to
produce certain number of trained enterpreneurs every year. In order to promote market entry of
SMEs the regulations for SMEs need to be simplified and communicated effectively. Negotiating
effective trade aggrement with neighbouring country and simplifying custom procedures for
SMEs could be another step to promote cross border business of SMEs.

2.4.3 Support program for technology and innovation:

To support SMEs for technology and innovation, first government need to facilitate the process.
Government should modify the complex and opaque laws and regulations for smooth technology
transfer and innovation. In addition to that, government should collaborate with national

universities and vocational training institution to perform research and development in the
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designated sector for innovation. Partnership with international research institution and companies
to perform joint research program, exchange and experience sharing programs and technology
licensing agreement would also be helpful in this regard. In order to motivate for research and
development the government should modify and strengthen the intellectual property protection
law. Networking events with SMEs, research institution and universities; making innovation
clusters and providing matchmaking services to innovation and SMEs needs, are another way to
promote technology and innovation. In addition, government should either establish new
dedicated institutions or modify existing institutions to strengthen the institutional framework for
technology and innovation support. Encouraging private sector to participate in the support
program and rewarding new technology and innovation in SMEs by providing tax incentives,

market accessibility and funding support are also essential for technology and innovation

development.
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3. Conclusion

Nepal needs to work a lot in the sector of SME development. The SMEs need access to finance,
accessible market and technology and innovation in order to develop and expand. Japan has been
proven to be a successful example of SME development. Japanese government has been providing
a lot of resources and support to their SMEs. Nepal could learn from the experience of Japan’s
success in developing and supporting SMEs. Support programs for financial access, market
access and technology and innovation could be provided to the SMEs. They can be capacitated
to even have presence in cross border markets. Innovation and entrepreneurship should be
encouraged with simplified process, access to finances and capacity building support system.
Nepal could learn from Japan on how to link its human resources like people with financial
access to people with idea and people with skills with people with industry.
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Abstract:

The concept of New Public Administration (NPA), which emerged in the 1960s - 70s to promote
responsiveness, efficiency, decentralization, and citizen-focused governance. It outlines how NPA
principles such as transparency, inclusivity, technological integration, and accountability are shaping
modern administrative trends in political, business, and educational contexts, with a strong emphasis
on digital transformation, data-driven decision-making, and sustainability. Case studies illustrate
the effective application of NPA principles through meritocracy, citizen engagement, technological
innovation, and performance management. Meanwhile, Nepal’s post-2015 federal reforms alongside
ongoing efforts in decentralization, e-governance, transparency, and public service delivery despite
challenges are highlighted. The article also discusses strategies for successful new governmental
administration, emphasizing public engagement, economic reform, environmental stewardship,
leadership development, and long-term vision building to create efficient, equitable, and future-ready

governance systems.

KeyWords: New public Administration, Decentralization, E-Government, Transperancy and
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Introduction

New Public Administration (NPA) is a concept that emerged in the 1960s and 1970s, emphasizing
responsiveness, efficiency, and a focus on serving the public in a more decentralized, participatory, and
client-oriented manner. In the context of South Asia, countries have made various reforms aligning
with the principles of NPA to improve governance and public service delivery. Administration refers
to the process of organizing, managing, and overseeing activities within an organization, institution,
or government. It involves planning, directing, coordinating, and controlling resources to achieve

specific goals.

The term administration was used as control type in the past. These-days, it is mostly used as managing
resources for the intended purpose. For these, the use of Al is essential. The term Al (Artificial

* Director, Office of the Auditor General
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intelligence) can be described as a set of technologies that enable computers to perform a variety of
advanced functions, including the ability to see, understand and translate spoken and written language,
analyze data, make recommendations. Administration is often used in various contexts, such as:

e Business Administration: Managing the operations of a company or organization to ensure
efficiency and effectiveness.
e Public Administration: The management and implementation of government policies and
services to serve the public.
e Educational Administration: The process of managing schools, colleges, or universities,
including tasks like budgeting, staffing, and curriculum planning.
In essence, administration is about ensuring that resources are used efficiently to meet an organization's
objectives.

"New administration" typically refers to a newly appointed or established government, leadership
team, or organization in charge of managing operations, policies, or decision-making. It could be
related to:

» Political Context: A newly elected or appointed government or leadership team in power. For
instance, when a new president takes office, the new administration will refer to the group of
individuals, policies, and strategies they implement during their term.

» Business/Organizational Context: A newly formed leadership team in a company or
organization, responsible for making strategic decisions, restructuring, or implementing new
policies.

> Environmental Context: The environment determines the pace of administration
New trends of administration:

The "new administration" often brings changes in direction, priorities, and policies compared to the
previous one.

Recent trends in administration across various sectors, particularly in business, government, and
education, reflect a shift toward more efficient, transparent, and inclusive practices. Some key trends
include:

a. Digital Transformation and Automation

e  Automation in Administrative Tasks: Many organizations are implementing Al (Artificial
Intelligence), machine learning, and robotic process automation (RPA) to streamline
administrative tasks such as data entry, scheduling, and customer service.

e  Cloud-Based Systems: Cloud solutions are replacing traditional software, allowing for
easier data sharing and collaboration. This leads to increased flexibility and cost efficiency
for administrative operations.
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Data-Driven Decision Making

Analytics in Administration: The use of data analytics is helping administrators make more
informed decisions. In both the public and private sectors, data is being used to improve

resource allocation, optimize processes, and predict trends.

Performance Metrics: There is an increasing reliance on key performance indicators (KPIs)
and dashboards to monitor progress, ensuring that departments and organizations operate
effectively.

Remote Work and Hybrid Models

Flexible Work Arrangements: Remote work and hybrid work models have become
mainstream. Administrative practices are evolving to support these arrangements through
virtual collaboration tools, digital document management, and virtual meetings.

Employee Well-being: There's a growing focus on improving the work-life balance of
employees through policies that encourage flexibility, mental health support, and wellness
programs.

Inclusive Leadership and Diversity

Diversity, Equity, and Inclusion (DEI): Administrative leaders are placing a stronger
emphasis on DEI in the workplace. This includes implementing policies that promote
diverse hiring, creating an inclusive culture, and offering equal opportunities for growth.
Inclusive Decision-Making: More organizations are adopting decision-making processes
that involve a wider range of perspectives, ensuring that leadership teams better represent
the diverse population they serve.

Transparency and Accountability

Open Government: In public administration, there is an increasing trend toward transparency
and open data. Governments are adopting open data policies that allow citizens to access
public records and data, increasing trust and accountability.

Governance Models: Many organizations are exploring more democratic or flat governance
structures where decision-making is more decentralized, allowing for greater participation
from various levels within the organization.

Sustainability and Corporate Social Responsibility (CSR)

Green Administration: With increasing awareness of climate change, there is a stronger

~177 ~



Paudel, Ram Chandra, 2082

i.

push for sustainable practices in administrative functions. This includes reducing paper
usage, energy efficiency, and sustainable procurement policies.

CSR Focus: Companies are investing in social responsibility initiatives, and administrative
functions are increasingly tied to the organization's broader CSR goals, such as addressing
environmental issues, supporting local communities, and engaging in ethical business
practices.

Employee Empowerment and Leadership Development

Decentralized Decision-Making: More organizations are empowering employees at all
levels to make decisions, fostering a sense of ownership and responsibility.

Leadership Training: There's a greater emphasis on training and developing leaders at all
levels to adapt to changing business environments and to manage diverse teams effectively.

Agility and Innovation

Agile Administration: Many organizations are applying agile methodologies, which
emphasize flexibility and quick response to change, to their administrative processes. This
helps businesses remain competitive in fast-paced environments.

Innovative Administrative Tools: The adoption of new tools and platforms (like collaborative
software, project management tools, and automated workflow systems) has been rising to

enhance productivity and improve communication.

Regulatory Compliance and Risk Management

Increased Regulatory Scrutiny: Administrative bodies are adapting to the increasing
complexity of regulatory environments. This includes ensuring compliance with data
privacy laws (e.g., GDPR), industry standards, and local regulations.

Cybersecurity: As administrative functions increasingly rely on digital systems, there is a
strong focus on strengthening cybersecurity practices to protect sensitive data.

Customer-Centric Administration

Focus on Customer Experience: In both public and private sectors, the trend is moving
toward providing better customer service through streamlined administrative processes.
This involves utilizing CRM (Customer Relationship Management) systems and creating
more responsive customer service strategies.

Personalized Services: Administrators are also using data to offer more personalized

services to clients, whether in healthcare, education, or customer-facing business sectors.

These trends are reshaping how administrations function, making them more agile, technology-

driven, inclusive, and responsive to the needs of a dynamic environment.
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Recent Administration: Examples can be drawn as:

a. U.S. Biden Administration (2021 - 2024): The administration in the United States is led by
President Joe Biden and Vice President Kamala Harris. Their administration focuses on several

key issues including:

COVID-19 Response: Promoting vaccinations, economic stimulus, and public health
initiatives.

Climate Change: Rejoining the Paris Climate Agreement and pushing for green energy
policies.

Economic Recovery: The American Rescue Plan, aimed at economic stimulus and job
recovery.

Social Justice: Emphasizing racial equity and reforming policing practices.

Foreign Policy: Strengthening alliances, particularly NATO, and addressing global
challenges such as Russia's invasion of Ukraine.

b. Recent Corporate Leadership:

Apple (Tim Cook, CEO): Under the leadership of Tim Cook, Apple has continued to
dominate the tech industry. Some significant developments during his tenure (since 2011)
include:

Product Innovation: Continued success with the iPhone, introduction of new products like
the Apple Watch, and a shift towards services (e.g., iCloud, Apple Music, and Apple TV+).
Sustainability: A major push towards being carbon neutral by 2030, including the use of
recycled materials and renewable energy for production.

Market Performance: Apple reached a market valuation of $2 trillion in 2020, becoming
one of the first companies to do so.

Both the examples above highlight recent leadership that's had significant impacts on their

respective sectors, whether it's government policy or the corporate world.

Governmental Administration: When it comes to a new governmental administration, there are

several aspects to consider for creating an effective and forward-thinking leadership structure. Let

us find some key recommendations that can help guide a successful transition to new governmental

administration. They are:

a. Transparency and Accountability

Open communication: Ensure transparency in decision-making. Regularly update the
public on government activities, budget spending, and policy changes.

Independent oversight: Set up independent bodies to oversee corruption and ensure
accountability, such as anti-corruption commissions or government audits.
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b.

Public Engagement

Inclusive policy development: Engage citizens and experts through consultations, public
hearings, and surveys to make policies more inclusive and reflective of the people's needs.
Civil society partnerships: Strengthen partnerships with non-governmental organizations
(NGOs), community groups, and businesses to gather diverse perspectives.

Efficiency in Governance

Digital governance: Invest in digital tools and platforms to make government services more
accessible and efficient (e.g., e-governance, digital ID systems).

Streamlining bureaucracy: Simplify administrative procedures to reduce red tape and
increase government responsiveness.

Strong Rule of Law

Judicial independence: Ensure that the judicial system operates independently, free from
political influence, to maintain a fair and just legal system.

Protection of human rights: Prioritize the protection of basic human rights, including
freedom of speech, press, and assembly.

Economic Reform and Sustainability

Diversified economy: Focus on diversifying the economy to reduce reliance on a single
sector (e.g., oil, agriculture) and promote innovation, technology, and education.

Social welfare systems: Invest in social programs like healthcare, education, and
unemployment benefits to support vulnerable populations.

Sustainable policies: Incorporate long-term sustainability in policies—such as renewable

energy, climate change mitigation, and responsible resource management.

Foreign Policy and Diplomacy

Strengthening alliances: Build and maintain strong diplomatic relationships with both
neighboring countries and global powers. Prioritize peaceful cooperation and trade.

Promote regional stability: Actively work on regional peace initiatives, especially if your
country is part of volatile regions or dealing with cross-border issues.

Education and Innovation

Invest in education: Reform and modernize the education system, focusing on skill
development and vocational training to meet the demands of the global economy.
Encourage innovation: Create a policy environment that promotes research and development

(R&D), technological advancement, and startup ecosystems.
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h. Security and Safety

e  National security: Strengthen security forces and intelligence networks to ensure the safety

of citizens, but ensure that this does not infringe upon civil liberties.
e  Crime reduction: Focus on both preventive measures and rehabilitation in criminal justice
to reduce crime rates and improve community safety.
i. Environmental Stewardship

e  Climate change action: Implement policies that tackle climate change, such as carbon

reduction initiatives, renewable energy investments, and sustainable infrastructure.

° Conservation and biodiversity: Protect natural habitats, wildlife, and ecosystems through
stronger environmental regulations.

Leadership Development and Succession

Qo o
.

e  Training future leaders: Invest in leadership training for public servants at all levels to build

a robust and efficient government workforce.

e  Succession planning: Establish clear plans for leadership succession to ensure stability and
continuity in the event of political transitions.

k. Health System Overhaul

e  Access to healthcare: Work towards ensuring that all citizens have access to affordable and
quality healthcare.

e  Public health systems: Strengthen public health infrastructure and respond proactively to
potential health crises (e.g., pandemics, epidemics).

In short, a new governmental administration should aim for a holistic approach, balancing governance
efficiency with the promotion of social justice, economic growth, environmental sustainability, and
international co-operation. By focusing on these areas, the administration can create a foundation for
a more prosperous, peaceful, and inclusive future.

An example of New Public Administration (NPA) in Asia can be seen in Singapore. The country has
incorporated many NPA principles, such as efficiency, responsiveness, and a focus on outcomes, in its
public sector management. Let us discuss a few aspects of how Singapore implements NPA principles:

Public Sector Reforms in Singapore:

Singapore is widely regarded for its efficient and highly effective public administration. The
government has embraced the principles of NPA by focusing on results-based management and
performance metrics. Policies and reforms in public administration prioritize responsiveness to citizen
needs, quality of services, and accountability.

~ 181 ~



Paudel, Ram Chandra, 2082

Meritocracy and Professionalism:

The public service in Singapore is known for its commitment to meritocracy, with recruitment based
on qualifications, skills, and the ability to perform. This is a key element of the NPA, which stresses
the importance of professional public servants who can efficiently manage public resources.

Citizen-Centered Governance:

Singapore’s government emphasizes citizen engagement and strives to improve the quality of life
through direct involvement of citizens in the policymaking process. This approach involves continuous
feedback mechanisms to adjust services to meet the changing needs of the population, a principle
central to NPA.

Technological Innovation:

Singapore has heavily invested in digital government initiatives to improve public services. This
includes developing an e-government platform for easier access to services, enhancing transparency,
and facilitating citizen participation. Through technology, the government aims to provide more
accessible, efficient, and responsive services.

Performance Management Systems:

Singapore uses performance management systems to monitor and evaluate the effectiveness of public
programs and services. For example, public agencies are required to set clear performance goals, and
regular audits are conducted to ensure that they meet these goals, aligning with NPA’s emphasis on
accountability and results.

In summary, Singapore's public administration, with its focus on meritocracy, citizen engagement,
accountability, and efficiency, reflects key elements of the New Public Administration approach.

Nepalese Context:

The application of New Public Administration in Nepal is ongoing, with notable strides toward
decentralization, public service delivery improvements, and transparency. While challenges persist,
especially due to political instability and limited resources, the principles of NPA align well with the
country’s efforts to create a more responsive, accountable, and citizen-oriented public administration.
As Nepal continues to navigate the complexities of federalism, the New Public Administration
approach offers a useful framework for improving governance and public service delivery.

Nepal has been undergoing various reforms in its public administration, particularly after the
promulgation of the 2015 Constitution, which transformed the country's governance structure from a
centralized system to a federal system. This shift has introduced a new model of public administration
that aims to enhance service delivery, promote decentralization, and ensure more participation from
local communities. Some examples of changes in Nepal's new public administration can be described
as:
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Federal Structure of Government

The 2015 Constitution of Nepal established a federal system, dividing the country
into 7 provinces, with local governments and the central government having distinct
responsibilities.

The federal structure means that certain functions, resources, and authority are now
decentralized and devolved to provincial and local governments, making public
administration more local-focused and responsive.

Creation of Local Governments (Municipalities and Rural Municipalities)

Nepal implemented local elections in 2017, which were held for the first time in two decades,
enabling the creation of 753 local governments (municipalities and rural municipalities).

These local governments now have more autonomy in decision-making and are responsible
for local service delivery, infrastructure development, education, health services, etc.

They also manage revenue generation (through taxes and other local sources), contributing
to a more responsive and accountable public administration.

Provincial Governments

Each of Nepal’s 7 provinces now has a provincial government with its own legislative,
executive, and judicial authority, as defined by the Constitution.

Provinces can make decisions about specific sectors like education, health, agriculture, etc.,
and create policies that suit their local needs.

This decentralization promotes more equitable development and helps tailor governance to
regional diversity.

Civil Service Reforms

As part of its governance reforms, Nepal has been working on civil service reforms,
including efforts to modernize and professionalize the public administration system.

The Public Service Commission (PSC) oversees the recruitment, promotion, and
management of civil servants, focusing on merit-based systems rather than political
appointments.

There have also been efforts to make the public service more inclusive, with attention to
gender and ethnic diversity, ensuring that various communities have representation within
government positions.
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i.

E-Governance Initiatives

Nepal is increasingly embracing e-governance to improve the transparency, efficiency, and
accessibility of public services. Several services are being digitized, including online tax
collection, issuance of certificates, and public service applications.

Digital platforms are being used for citizen engagement, making it easier for people to

access government services and interact with local and provincial governments.

Transparency and Accountability Mechanisms

New administrative structures in Nepal emphasize greater transparency in governance.
Anti-corruption measures and initiatives like the Right to Information Act (RTI) have been
strengthened to ensure better public accountability.

Citizens' participation is being encouraged through various mechanisms, including public
hearings, budget consultations, and grievance redress systems.

Decentralized Planning and Budgeting

Local governments are involved in planning and budgeting based on the local needs of

communities, allowing for a more tailored approach to development projects.

The Local Level Planning Commission helps formulate plans for development at the local
level, ensuring that resources are allocated according to the region's priorities.

Policy Reforms in Governance and Public Services

The government has introduced policies to promote gender equality, inclusive governance,
and the empowerment of marginalized groups, including women, Dalits, indigenous
peoples, and minorities.

Public service delivery has also seen innovations like mobile health services, community

schools, and social welfare programs, all aiming to improve life in rural areas.

Judicial Reforms

Efforts have been made to make the judicial system more efficient and accessible to the
public, in alignment with Nepal's goals of good governance.

New laws and regulations have been introduced to speed up court processes, enhance legal
education, and ensure citizen access to justice.

These reforms are a work in progress and aim to address the diverse needs of Nepal's population while

moving towards a more decentralized, transparent, and efficient public administration system.
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Conclusion:

The conclusion of a new administration typically reflects on the early successes, challenges, and

directions of the incoming leadership. We can summarize the new administration, whether in a

political, business, or organizational or environmental context. They are as follows:

1.

Assessment of Initial Impact: The new administration's effectiveness in implementing its
agenda in the first months or years is critical. This includes evaluating any significant policy
changes, initiatives, or reforms that have been successfully passed or launched. For a political
administration, this could involve assessing new laws, changes in foreign policy, or shifts in the
domestic economy.

Challenges and Obstacles: Every administration faces hurdles. These might include opposition
from other political parties, internal disagreements, resistance from interest groups, or unforeseen
crises (e.g., economic downturns, global conflicts, or pandemics). The ability of the administration
to navigate these challenges is crucial to its overall effectiveness and public perception.

Public Reception: How the administration is viewed by the public, media, and other key
stakeholders is important. This involves public opinion, approval ratings, and the administration's
ability to build relationships with different sectors of society. A successful administration
typically has a strong connection with its constituents, though this may evolve over time as
political realities change.

Economic or Organizational Performance: For political administrations, the state of the economy
is often a key point of evaluation. For businesses or organizations, the focus would be on the
administration's ability to improve productivity, manage resources effectively, and drive growth.

Vision for the Future: The new administration should ideally conclude with a clear vision for
the future, outlining its goals and priorities for the coming years. This could include long-term
strategic plans for development, growth, stability, or other major changes.

Legacy Building: Early in the life of an administration, the groundwork is laid for its potential
legacy. This includes the framing of long-term projects, reforms, or ideas that could define its
historical impact
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Economic Security and Connectivity in the BIMSTEC
Region: Charting a Course for Enhanced Cooperation

Pharshu Ram Bhattarai”
Abstract

The Bay of Bengal Initiative for Multi-Sectoral Technical and Economic Cooperation (BIMSTEC)
stands as a crucial regional organization, bridging the distinct yet interconnected realms of South and
Southeast Asia. This report examines the multifaceted dimensions of economic integration, economic
security, and connectivity within the BIMSTEC framework, underscoring their pivotal role in fostering
regional prosperity and stability. By synthesizing insights from recent summits, strategic frameworks,
and expert analyses, this report identifies key strategies for building resilient supply chains, mitigating
risks from external disruptions, enhancing trade facilitation through streamlined procedures and
digital advancements, strengthening financial integration, and improving transportation connectivity,
including critical port infrastructure. The findings highlight the significant potential of BIMSTEC,
while also acknowledging the persistent challenges that necessitate focused and coordinated policy

interventions to achieve its vision of a prosperous, resilient, and open Bay of Bengal region.

Keywords: economic integration, connectivity, trade facilitation, economic security

Introduction

BIMSTEC, established in 1997 and expanded in 2004, is a vital organization connecting South and
Southeast Asia. By bridging SAARC and ASEAN members, BIMSTEC leverages the economic
strengths of both regions to promote integration and prosperity. The BIMSTEC region is home to
22% of the world's population, with a combined GDP of approximately 5.2 trillion USD. While
demonstrating significant economic potential, the region requires deeper integration and cooperation
to fully capitalize on its resources and market. Enhanced cooperation can unlock substantial economic

growth, strengthen the region's global economic standing, and create a more robust internal market.

The Bay of Bengal's strategic location is critical, serving as a key maritime link between the Indian
and Pacific Oceans for global trade. The region's rich natural resources, including energy reserves,

* Section Officer, Government of Nepal
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necessitate strong regional cooperation for energy security and trade. BIMSTEC's location also places
it at the center of evolving Indo-Pacific strategies, increasing its geopolitical importance. BIMSTEC is
increasingly seen as a valuable alternative to SAARC, providing a platform for regional collaboration
unhindered by the political challenges that SAARC has faced. This is particularly important for India,
as BIMSTEC facilitates stronger ties with both South and Southeast Asian nations.

Recent years have witnessed significant institutional developments within BIMSTEC, marking a
renewed commitment towards deeper regional integration. The adoption of the BIMSTEC Charter
in 2022, which came into force in May 2024, provides a formal structure and a strengthened legal
framework for the organization's operations and objectives. Furthermore, the Bangkok Vision
2030, adopted during the 6th BIMSTEC Summit in April 2025, outlines a comprehensive roadmap
for regional prosperity, emphasizing key pillars such as economic integration, resilience to global
challenges, and an open approach to cooperation. These institutional advancements signify a growing
consensus among member states on the need to invigorate BIMSTEC and pursue more structured
and goal-oriented cooperation across a range of sectors, paving the way for a more integrated and
prosperous future for the Bay of Bengal region.

1. Building Resilient Supply Chains in BIMSTEC

1.1 Analyzing Current Supply Chain Vulnerabilities and External Disruption Risks

Supply chains within the BIMSTEC region face a complex array of vulnerabilities that threaten their
stability and efficiency. These vulnerabilities arise from a combination of external shocks and internal
weaknesses, requiring a comprehensive approach to risk management. The key sources of vulnerability
can be categorized as:

e Natural Disasters: The BIMSTEC region is highly susceptible to natural disasters, including
cyclones, earthquakes, and floods. These events can cause widespread damage to infrastructure,
disrupt transportation networks, and halt production, leading to significant supply chain
disruptions. The increasing frequency and intensity of extreme weather events, potentially linked
to climate change, exacerbate these risks. The interconnectedness of supply chains means that
even localized disasters can have ripple effects throughout the region.

¢ Global Economic Instability: Economic downturns, recessions, and financial crises in major
economies can disrupt trade flows, reduce demand for exports, and create financial uncertainty for
businesses in the BIMSTEC region. Fluctuations in exchange rates, interest rates, and commodity
prices can also impact the cost of inputs and the profitability of businesses, affecting supply chain
resilience. The increasing integration of BIMSTEC economies into the global economy exposes
them to external economic shocks.

e Geopolitical Tensions and Trade Disputes: International conflicts, political instability, trade
sanctions, and protectionist policies can disrupt trade routes, restrict access to markets, and
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create uncertainty for businesses involved in cross-border trade. These factors force businesses
to reconfigure supply chains, seek alternative sourcing options, and navigate a more volatile
international environment. The rise of economic nationalism and protectionism poses a significant
challenge to global and regional trade.

Health Crises: Pandemics, such as the COVID-19 pandemic, demonstrate the vulnerability of
supply chains to widespread disruptions. Lockdowns, travel restrictions, and factory closures
can disrupt production, transportation, and logistics, leading to significant delays and shortages.
The long-term impact of health crises includes changes in consumer behavior and supply chain
design.

Beyond these macro-level risks, BIMSTEC supply chains also face internal weaknesses:

Fluctuating Material Costs: Volatile commodity prices can impact profitability and create
uncertainty in production planning.

Over-Reliance on Single Suppliers: Dependence on a single source for critical inputs creates
a single point of failure and increases the risk of disruptions.

Limited Supply Chain Visibility: Lack of transparency across the supply chain hinders the
ability to monitor and respond to potential problems.

Insufficient Real-time Monitoring: Inability to track goods and identify bottlenecks limits
the ability to anticipate and mitigate disruptions.

Given the geographical characteristics of the Bay of Bengal region, building resilience against climate-
related shocks and natural disasters is crucial. Climate change is projected to increase the intensity of
extreme weather events, posing a growing threat to supply chains.

1.2 Strategies for Developing Robust Supply Chains Within and Beyond BIMSTEC

Developing resilient supply chains is essential for BIMSTEC countries to ensure economic stability

and mitigate the impact of future disruptions. Key strategies include:

Diversification of Suppliers and Sourcing Locations: Reducing reliance on single sources or
specific regions minimizes the impact of localized disruptions. Expanding supplier networks
across different countries enhances operational continuity. This is particularly important for
multinational manufacturers.

Strengthening Supplier Relationships: Building strong relationships through clear
communication, collaboration, and long-term partnerships improves reliability, pricing, and
quality. It also facilitates a coordinated response to disruptions.

Adopting Agile Practices: Implementing flexible and adaptable processes allows for rapid
adjustments to changing conditions. Agility includes the ability to switch suppliers, modify
production, and respond to market shifts.

Promoting Regional Sourcing: Increasing sourcing within the BIMSTEC region strengthens
regional value chains and reduces dependence on external sources. This approach fosters
economic integration and regional self-sufficiency.

Integrating Technology: Utilizing technologies such as ERP systems, Al, IoT, and blockchain
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enhances real-time monitoring, predictive analytics, and automation. These tools improve
visibility, decision-making, and responsiveness.

Developing Regional Value Chains: Creating regional value chains that integrate into
global value chains allows BIMSTEC countries to participate more effectively in the global
economy, driving economic growth and reducing poverty.

Building "Anti-Fragile" Supply Chains: Implementing strategies to not only withstand
disruptions but also learn and improve from them, including adaptive inventory management
and continuous improvement processes.

1.3 Mitigating Risks to Supply Chains from Natural Disasters, Economic Crises,

and Geopolitics

Mitigating risks requires a comprehensive and proactive approach:

Developing Robust Contingency Plans and Alternative Sourcing Strategies: Preparing
for various disruption scenarios with backup plans for suppliers, logistics, and production.
Scenario planning helps anticipate potential risks.

Establishing Regional and National Stockpiles of Essential Goods: Creating strategic
reserves of critical goods, such as medical supplies, food, and fuel, to ensure availability
during crises.

Enhancing Data Visibility and Real-time Monitoring: Improving the flow of information
across the supply chain to enable early detection of issues and proactive responses.
Regionalizing Supply Chains: Shifting towards more localized production models to
increase agility and reduce reliance on distant and complex global networks.

Engaging in Comprehensive Scenario Planning Exercises: Conducting "what if" analyses
to anticipate potential disruptions and develop effective mitigation strategies.

Strengthening Regional Cooperation on Disaster Management: Establishing disaster
management monitoring centers and coordinating responses to natural disasters.
Diversifying Supply Chains to Reduce Over-Dependence on Specific Countries:
Mitigating geopolitical risks by diversifying sourcing and production locations.

1.4 Identifying Key Technologies and Products Requiring Supply Chain Resilience

Resilience is particularly important for:

Critical Minerals and Rare Earth Elements: Essential for clean energy technologies and
electronics, requiring secure and stable supply chains.

Semiconductors: Foundational for the digital economy, disruptions in their supply chain can
have widespread economic impacts.

Pharmaceuticals: Crucial for public health, resilient supply chains are necessary to ensure
access to essential medicines.

Agricultural Products: Vital for food security and livelihoods, requiring resilience against
climate change and other disruptions.
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o Electronics and Related Components: Increasingly important with digitalization, stable
supply chains support economic growth and technological advancement.

2. Enhancing Trade Facilitation for Deeper Regional Economic Integration

2.1 Current Trade Facilitation Landscape and Existing Barriers within BIMSTEC

Intra-regional trade within BIMSTEC remains below its potential due to significant trade barriers.
These include tariffs and non-tariff measures (NTBs), complex customs procedures, extensive
documentation, and infrastructure deficits. Weak special economic zones and an under-resourced
BIMSTEC Secretariat compound these issues. The stalled BIMSTEC Free Trade Area (FTA)
negotiations, ongoing since 2004, highlight the challenges in achieving consensus and commitment to

trade liberalization among member states, hindering deeper economic integration.

2.2 Streamlining Customs Procedures: Best Practices and Targeted Measures

Enhancing trade facilitation requires streamlining customs procedures. This involves simplifying and
harmonizing documentation and procedures across BIMSTEC. Adopting risk management systems
and pre-arrival processing can expedite clearance for low-risk shipments. Implementing Authorized
Economic Operator (AEO) programs can further facilitate trade for trusted businesses. Transparency
in trade regulations is crucial for reducing uncertainty and compliance costs. Improved coordination
among border agencies like customs, quarantine, and immigration can minimize delays. The BIMSTEC
Agreement on Maritime Transport Cooperation (AMTC) is a key step for maritime trade.

Digital platforms and paperless trade are essential for modernizing customs. Digitalization and
automation lead to faster clearance and reduced administrative burdens. Paperless trade, using
electronic documentation, improves convenience, compliance, and regional competitiveness. The
BIMSTEC Trade Facilitation Strategic Framework 2030 provides a structured approach to address
NTBs, simplify customs, and improve the overall trade environment.

India's Unified Payments Interface (UPI) offers potential for digital cross-border payments. Linking
UPI with other BIMSTEC nations' payment systems can benefit trade, industry, and tourism. India has
also offered to share its digital public infrastructure expertise. Furthermore, BIMSTEC is exploring
digital cross-border payment systems and trade in local currencies to reduce dependence on foreign
currencies and transaction costs. Finally, the implementation of a regional single window in customs
is under consideration, allowing for electronic exchange of trade information through a single entry

point, significantly lowering trade costs and processing times.

2.3 Reducing Tariff and Non-Tariff Trade Barriers

Finalizing the BIMSTEC FTA is a cornerstone of deeper integration. Despite ongoing negotiations
since 2004, complexities and sensitivities hinder consensus. Successful implementation is vital for
unlocking the region's trade potential by reducing tariffs and NTBs. High tariffs on agricultural products
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and NTBs like Sanitary and Phytosanitary (SPS) measures, Technical Barriers to Trade (TBT), import
licenses, and quotas continue to restrict intra-regional trade. Addressing these through progressive
liberalization and the FTA's finalization is crucial.

Harmonizing standards and technical regulations among BIMSTEC members is essential for seamless
movement of goods. Divergent standards act as significant NTBs, increasing compliance costs.
Establishing mutual recognition arrangements (MRAs) and working towards convergence in technical
regulations are important steps. Specific attention should be paid to streamlining regulatory approvals
and augmenting infrastructure for essential sectors like pharmaceuticals to boost regional value chains
and healthcare access. Similar initiatives, like promoting regional sourcing in textiles, can maximize

value addition and foster economic growth.

2.4 The Role of Digital Platforms in Trade Facilitation

E-commerce has significant potential to bridge markets and enhance trade within BIMSTEC by reducing
transaction costs and providing greater market access, especially for SMEs and women entrepreneurs.
A unified e-commerce platform, inspired by India's Open Network for Digital Commerce (ONDC),
could enable local artisans and manufacturers to access regional markets more efficiently, contingent
on efficient logistics and payment systems.

Promoting digital public infrastructure (DPI) and expanding digital access across BIMSTEC can
significantly contribute to trade facilitation by revolutionizing public service delivery, enhancing
governance, increasing transparency, and accelerating financial inclusion. India's willingness to share
its DPI experience, including UPI, offers a valuable opportunity for other BIMSTEC nations. Moving
towards a paperless trade regime through digital documentation, automated customs systems, electronic
single window platforms, and electronic exchange of clearances can significantly reduce costs and time
associated with cross-border transactions, improving regional competitiveness. Exploring blockchain
technology for secure and efficient trade transactions offers further potential for enhancing traceability
and trust in cross-border trade.

3. Strengthening Financial Integration Across BIMSTEC Nations

The current state of financial integration within the BIMSTEC region is characterized by limited
cross-border financial flows and investment among member states. Capital markets in most BIMSTEC
countries are still in their nascent stages, with a primary reliance on domestic commercial banks for
financing. The participation of institutional investors, such as pension funds and insurance companies,
in regional financial activities remains limited. Attracting private sector investment into infrastructure
projects also poses a significant challenge in many member states. This limited financial integration
and depth within the region's financial sector constrain the flow of capital necessary to support regional
development initiatives.
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3.1 Harmonizing Financial Regulations and Standards

To deepen economic cooperation and facilitate cross-border activity, BIMSTEC must prioritize
harmonizing financial regulations and standards. This involves aligning institutional, operational,
legal, and regulatory frameworks to create a more consistent and predictable financial environment.
Such harmonization is crucial for building robust regional value chains, encouraging intra-regional and
global investments, and reducing funding costs. The diversity in regulatory frameworks and market
structures among BIMSTEC members is a challenge, but harmonization is essential for realizing
financial integration's full potential.

A key area for harmonization is the energy sector, particularly for energy grid interconnection.
Harmonizing grid codes and establishing regulations for cross-border electricity trade are necessary for
a successful regional grid. This will facilitate energy trade, optimize resource utilization, and enhance
energy security. BIMSTEC can learn from more integrated blocs like ASEAN and the EU, which
offer models for standardization and regulatory regimes. ASEAN's Digital Economic Framework
Agreement (DEFA) provides insights for BIMSTEC's digital economy development. Studying these
examples can guide BIMSTEC's integration agenda.

3.2 Enhancing Cross-Border Payment Systems and Trade in Local Currencies

India's proposal to link its Unified Payments Interface (UPI) with other BIMSTEC nations' payment
systems is a significant initiative. UPI, a successful real-time payment system, facilitates quick, secure
transactions. Integrating it regionally can boost trade, business, and tourism by enabling seamless
cross-border payments. India has also offered to share its digital public infrastructure expertise to
support digital payment system development in other BIMSTEC countries.

BIMSTEC members are also exploring promoting trade in local currencies. Using local currencies
for trade settlements reduces dependence on foreign currencies, mitigating exchange rate risks and
enhancing trade efficiency. This was discussed at the 6th BIMSTEC Summit, reflecting growing
interest in this approach. The exploration of digital cross-border payment systems with local currency
settlements, discussed at the Bangkok Summit, further emphasizes the commitment to modernizing
financial infrastructure for regional trade. This combined focus on digital technologies and local

currencies aims to create a more efficient, cost-effective, and resilient financial ecosystem.
3.3 Fostering Investment Flows and Promoting a Favorable Business Climate

Creating a transparent, liberal, and facilitative investment regime is paramount for strengthening
financial integration and encouraging investment flows within BIMSTEC. This includes clear rules
for investment promotion and protection, and transparent investment regulations. BIMSTEC's goal
of an open and competitive investment regime within the FTA framework highlights the importance
of an attractive investment environment. To attract investment, BIMSTEC countries should simplify
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regulatory frameworks and offer fiscal incentives. Streamlining regulatory approvals and providing
incentives can enhance the region's appeal. Improving the ease of doing business in each member state
is crucial for investor confidence and economic activity.

The BIMSTEC region has significant potential for increased Foreign Direct Investment (FDI),
especially in sectors linked to trade and regional value chains. FDI brings capital, technology,
expertise, and market access. Given the region's growth prospects and strategic location, BIMSTEC
members can attract more FDI, contributing to technological upgrading and economic diversification.
Promoting a favorable business climate is essential, including easing FDI restrictions, automating
customs agencies, and refining governance mechanisms for dispute resolution, labor practices,
and intellectual property rights. Improving trade and investment facilitation enhances the region's
attractiveness. Finally, establishing a BIMSTEC Development Fund to finance regional integration
projects is worth considering. Modeled after ASEAN initiatives, such a fund could provide financial
resources for infrastructure and connectivity projects, which often face funding constraints. The lack
of a dedicated funding mechanism has hindered BIMSTEC's progress, making a Development Fund
potentially transformative.

4. Improving Transportation Connectivity for Seamless Regional Trade and
Logistics

The BIMSTEC region faces significant challenges in developing an efficient and integrated
transportation network despite the recognized importance of connectivity for regional trade and
economic integration. Underdeveloped transport infrastructure and connectivity gaps exist across
various modes, including road, rail, maritime, air, and inland waterways. The need for enhanced multi-
modal transport connectivity, which integrates different modes of transport seamlessly, is particularly
pronounced. Addressing these multifaceted challenges requires a comprehensive and coordinated
approach involving substantial investment, strategic policy reforms, and enhanced regional cooperation.

4.1 Key Challenges and Opportunities in Enhancing Transportation Networks

Enhancing transportation connectivity is fundamental for achieving seamless regional trade and
logistics within the BIMSTEC region. However, significant infrastructure gaps persist, necessitating
substantial investment in various modes of transport, including roads, railways, ports, and waterways.
The estimated annual infrastructure investment gap of approximately $120 billion underscores the
magnitude of the challenge. Achieving an efficient transport network across the diverse terrains of
the BIMSTEC region requires a long-term and sustained commitment to infrastructure development.

Financial constraints represent a major hurdle in developing and implementing transportation
connectivity projects within BIMSTEC. Viable financing remains a significant challenge, as member
states often face limitations in government budgets due to rising debt and fiscal deficits. Addressing
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this requires exploring innovative financing mechanisms, such as public-private partnerships (PPPs),
attracting private sector investment, and leveraging multilateral and bilateral development assistance
to bridge the substantial funding gap.

Beyond financial limitations, regulatory hurdles, lack of coordination among agencies, and
political issues often contribute to delays in the implementation of transportation connectivity projects.
Factors such as diverse technical standards across member states, varying policy and regulatory
environments, and the complexities of coordinating cross-border projects can significantly impede
progress. Political instability within some member countries can also disrupt long-term planning and
project execution. Overcoming these non-economic barriers through enhanced inter-governmental
coordination, regulatory harmonization, and sustained political will is crucial for the timely completion
of connectivity initiatives.

Despite these challenges, improving transportation connectivity presents significant opportunities for
the BIMSTEC region. Functional connectivity is crucial for facilitating trade, attracting investments,
bolstering tourism, fostering people-to-people interactions, and encouraging cultural exchanges among
member states. A well-established and interconnected transport network is a prerequisite for reaping
the full benefits of a free trade area and promoting overall economic growth and social development
within the region.

4.2 Strategies for Developing and Modernizing Transportation connectivity
Infrastructure

The signing of the Agreement on Maritime Transport Cooperation (AMTC) represents a significant
strategy for enhancing port efficiency and maritime connectivity within BIMSTEC. This agreement
aims to reduce logistical bottlenecks and deepen economic integration through seamless maritime
transport, enhancing port efficiency, harmonizing maritime policies, and streamlining customs
procedures. A key aspect of modernizing port infrastructure involves not only the development
of deeper water ports to accommodate larger vessels and increase trade capacity but also a strong
emphasis on multi-modal transport connectivity. This means developing ports as hubs that efficiently
integrate maritime transport with other modes such as road, rail, and inland waterways. Improving
the container handling performance at ports is crucial, with a specific focus on facilitating the smooth
transfer of goods to and from dry ports and inland destinations. This includes:

e Upgrading and developing new container terminals with modern equipment to expedite the
handling of cargo not just for maritime transport but also for efficient transfer to rail and road
networks connecting to the hinterland.

e Establishing and improving land connectivity from ports to inland areas, prioritizing efficient
road and rail networks that can handle the increased flow of goods.

e Developing dry ports in strategic inland locations to serve as consolidation and distribution
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centers, reducing congestion at seaports and bringing customs clearance and other trade
facilitation services closer to businesses, especially in landlocked countries within the
BIMSTEC region.

e Investing in inland waterway infrastructure where feasible, to provide an alternative, cost-
effective, and environmentally friendly mode of transport, particularly for connecting coastal
ports with landlocked areas.

By prioritizing multi-modal connectivity and the development of dry ports and efficient land transport
corridors, BIMSTEC can ensure that improved port infrastructure benefits not only coastal areas but
also significantly enhances access to trade for landlocked countries, promoting more inclusive and
balanced regional economic growth.

4.3 The BIMSTEC Master Plan for Transport Connectivity: A Stock take

The BIMSTEC Master Plan for Transport Connectivity, adopted in 2022, serves as a comprehensive
10-year strategy (2018-2028) for improving transport linkages across the sub-region. This ambitious
plan aims to enhance transport linkages across various modes, including roads, railways, ports, and
waterways, providing a roadmap for developing international transport linkages and services among
the member states. The Master Plan identifies a large number of projects, totaling 267, with an estimated
investment requirement of approximately $124.4 billion over the 10-year period, underscoring the
scale of the effort needed to significantly improve connectivity within the region. A significant portion
of these projects, around 60 percent, are currently in the planning stage and require securing the
necessary financing.

The formulation of the BIMSTEC Master Plan for Transport Connectivity was supported by the
Asian Development Bank (ADB), highlighting the importance of external partnerships in achieving
the organization's connectivity goals. While the Master Plan provides a comprehensive framework,
securing adequate financing for the large number of identified projects remains a major challenge.
Therefore, developing a sustainable financing framework that explores various funding sources and
encourages private sector participation is crucial for the successful implementation of the Master Plan.
The Master Plan recognizes the importance of addressing both hard infrastructures, such as roads,
railways, and ports, as well as soft infrastructure, including trade facilitation measures and human
resource development in the connectivity sector, for a truly seamless and efficient transport network.

5. Way Forward and Conclusion

5.1 Way Forward: Charting the Course for a Prosperous, Resilient, and Open
BIMSTEC

To further enhance economic integration, economic security, and connectivity in the BIMSTEC region,
the following policy measures and strategic actions can be recommended.

~ 195 ~



Bhattarai, Pharshu Ram, 2082
Resilient Supply Chains:

e Establisha BIMSTEC Regional Supply Chain Resilience Task Force to develop and coordinate
regional strategies for mitigating supply chain risks and enhancing resilience.

e Actively promote the development of regional value chains for critical products, encouraging
collaboration among member states in production, processing, and distribution.

e Facilitate the adoption and diffusion of digital technologies, such as Al, IoT, and blockchain,
across the region to improve supply chain visibility, efficiency, and security.

e Develop a comprehensive regional strategy for disaster preparedness and response that
specifically addresses the potential impacts on supply chains, including the establishment of
early warning systems and coordinated relief efforts.

Trade Facilitation:

e  Prioritize the finalization and full implementation of the BIMSTEC Free Trade Area (FTA)
Agreement, addressing outstanding issues related to trade in goods, services, and investment.

e Establish a permanent BIMSTEC Customs Coordination Committee with the mandate to
harmonize customs procedures, simplify documentation requirements, and promote the
adoption of best practices in customs administration across member states.

e Provide technical and financial support to member states for the development and
interoperability of national single windows (NSW5s) to facilitate paperless trade and electronic
data exchange.

e Actively implement the measures outlined in the BIMSTEC Trade Facilitation Strategic
Framework 2030, focusing on reducing non-tariff barriers, enhancing transparency, and
improving cross-border procedures.

Financial Integration:

e Empower the BIMSTEC Expert Group on Fiscal and Monetary Policy to develop and
implement a concrete action plan for the harmonization of financial regulations and supervisory
practices within the region.

e Undertake feasibility studies and pilot projects to facilitate the development of a regional
digital cross-border payment system, exploring potential linkages with national payment
systems like India's UPI.

e Establish a BIMSTEC Investment Promotion Agency to actively market the region as an

attractive investment destination and provide support services to potential investors.
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o Expedite the establishment of the BIMSTEC Development Fund with contributions from
member states and potential external partners to finance key regional infrastructure and
development projects.

Transportation Connectivity:

e  Prioritize and accelerate the implementation of the 267 projects identified under the BIMSTEC
Master Plan for Transport Connectivity, ensuring adequate financial resources and effective
coordination among relevant stakeholders.

e Address the specific challenges hindering connectivity across road, rail, maritime, air, and

inland waterways through targeted investments, policy reforms, and bilateral agreements.

e Significantly increase investments in the modernization and expansion of port infrastructure
across the BIMSTEC region, focusing on improving efficiency, capacity, and connectivity
with other modes of transport.

e  Expedite the finalization and implementation of the BIMSTEC Motor Vehicle Agreement to
facilitate the seamless cross-border movement of passenger and cargo vehicles, promoting
trade and tourism.

To ensure the effectiveness of these recommendations, BIMSTEC should establish robust monitoring
and evaluation mechanisms to track progress and identify areas requiring further attention. Encouraging
public-private partnerships and actively collaborating with international organizations such as the
Asian Development Bank (ADB) and the World Bank will also be crucial for mobilizing resources
and expertise to achieve the shared vision of a prosperous, resilient, and open BIMSTEC region.

5.2 Conclusion

Economic integration, economic security, and enhanced connectivity are indispensable for the
BIMSTEC region to achieve its full potential. While progress has been made in various areas,
significant challenges remain in developing resilient supply chains, facilitating trade, strengthening
financial linkages, and improving transportation infrastructure. The vision of a "Prosperous, Resilient,
and Open BIMSTEC" by 2030, reaffirmed at the 6th Summit, underscores the collective commitment
of member states to overcome these hurdles and foster greater cooperation.1 The adoption of the
BIMSTEC Bangkok Vision 2030 provides a strategic roadmap for future cooperation.1 The signing
of the Agreement on Maritime Transport Cooperation is a notable achievement that promises to
enhance port efficiency and streamline maritime trade.1 However, realizing the ambitious goals of
BIMSTEC requires sustained political will, strong commitment from all member states, and effective
implementation of agreed-upon strategies and initiatives.
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