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T WAFRTEATS THIhd ®IHT Farad 9 gafae oa97d faus g | & Feedrs gardd
T AT AT AR Tged fafa=T TReRarar Hemars e TR0 WASH Sector
Review &0 HTH HTEH ©§ W TIETS GBS AT (Sanitation & Hygiene
Master Plan) O TaR TRUHN B | T8 F1 094 ¥ @MEUHT JaT I 090 FF
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AT JSSHT TSN T FAT ATAlEd GOAET GAT AHET SIAT {AHEAT AUH B |
AT [TpTEeT &HT 9T ASIETThl FATATHT Soeied I B AUl & | THA FAAT

Toorel faeaqr T (ASie=eT arhTA® IHE ¥ EHRH A1d GednTars 99 @7 dfes |

FEAAT-HAR qAT YrATgeh ATIRETATATE NS HAThardars aredd T, Isd Iharr
SFgTgIeTs GHTEET T, ATAISS  JOUIH 5T FAITHT qHEE T, qRERar T
TATReEdT Yagd TH, JAT FATE BRAT g9r9H, quder ¥ Riem g =, srEawed
START T ¥ A=RIRAT TF ATHINAE ToATATHBRUHT AN TR J=d qUH g | favra 3
TITHH! JATHH! S@TS@] & T &T [q&ARepT =R TR T ANH T &7 | IS
TRAREIAT Jagadh A Al AGUE @ | guAT afael "eT R aHfad
THFEEEF AT A A qwes faudr g av fefvew fewrges srw @ g@r
feearems draT=ireReor T AT 9t ged @ | A FACT GIEAT THET AN IEE 9T
framHe Heess athRaar I 4 B |

Sol@d &7 aTgeh ATHEId Fad, % qa7 Gal &, AARA &d Sl qrdfed STANTH
ATIA Aifde AT I qATEIREFT ®IAT fdgwg | ¥ AqaH A1 TAAEE d% @rd e
fae TTeepT Af@a | ATATIHT AR ST Sl TRaTe WA A 99 g WH G
qEfeTT ST ST

Feafaehiaa HAFHT TATIR EAT AT A= fafaes ARepRep! AfHeHT T@rdraie &qAT 3haw
TEE | AT FAT GrATIRT SAAT (ASIEETR Al Joeied sfgvg | ARAM IS ATHRHN,
faa T, O, fARIe T TORY drewdl ArdsAe GAd Al Jooied Jfaeg, | faed
F T PPIAF ATAR (apTefie JUEEHT Fl TMEed IJAGAPT 8-R% TWT AT a9 &HT
g1 TH B | AUGHT 9 FRA ) @I FHA M IJeAEAHS §0-90 FF GAT ®IHT
TR faepTeraT qUT ARENT AAATE A AREH G | T e ISR e §0% S
T A8 | WERET &IHT aTeRE Tl e faiae GehRe THl avmal (FaaRTd
FEIAT AT RPN aoie fafqarsd) 9 Aiidwg | G A9 &l qeqtaentad AqawHT
AR AR AT a&7 § foF ATaiiae & a7 @l 7T Q7 THEa featq F
@I | TETET JERIAedT FRO fHwE, @, A% A e q@ihw S e annd
AT 9 qAATcHE ®IAT Afged JM@wg | TEAT AEHT @A Jiatad Serdar ¥ anTd
RV ATHT TEIEGHT @I AARATHT PRU TRATHRT & bl AT TbbT ST |
TYHRAET FAMETHT &7 ATHNT FATTHT AGTATH] Y&AF GG bl AT g o0
foraTe i e S B | TATUR &R Al 3= aiad 9idwa (high social rate
of return) @1 &1F YT ATHT TREAT T ATATTAT HETSH, TAQTIRIH! AR IS T
IAEFA qErSd ATF AR HeddW =g | T9 FRU AARE G qAT e
TETAATEH AT T 79 &7 fafaaisi g2 ATUar @ | A q-9A7 @ArwEr A Hw
T ATAITET ARTRE FTHIHT Fevaar 9fq IR ®I67 Teq ATTH 3 | a8 a7 (4 qrr
TRAT B 9 [T gitesdiorere FHWR QU F |

ARt fqeamurere gt S¥EH G F Iom qATHR FIEATHT AIEIRT G TP AYHRT
IOT BT | FeArahiad FTAT fqeprg 9 F At @eer fawdr €1 9w ey fere
qieheg, | TS ATASAH TP Hecaqu T § TGqH AT &4 ATTH G | TASAA(TP &7




HET T GTAiaepar 9f J9a® $irad &3 ATTCH | aY Arasiier SAaTe JaraR &rdT qUem
FATIH] TR Y T, [GHdAr Fersd, dad dednl aR=mad 6 ¥ 9eEr
WWW%?WWW&WW&IWW
S{&ql A d A (‘H’qlobl qqqii‘l”l‘ﬂld 55 Ql(‘!'\cbl B 34—"[ NSES] W T ST @a’ T|_"|' f*ﬁFrq%?E
AR FITEHAT TS ATCHT B | TROTHS: L= TN GOET 980 g | Ry giAre=ra
T AFTH ST | AT ATHT THIGEH ARFRT TATHTRT TATER ST fabra qfar=a a7
| 357 fq@rae 907 yaE® (Sole development provider) Wi 21Ed, SHA T AeHHTAH
AT Fad GIAT TATT T SR BTHT AT-(I=T ¥ ISR T HEH AT BT T4
| T Ufge THIAHT [qeaeardr ®IHT A1 9UTE /Y fdes raus S |

o TATGR HAT YETAF ATASIE (MebTadb] ATATAHI / TEHIH

o  WHEN & T a4 Y41 YEE G HAGEIET GERIAT
o a1 YITUF Megers TIiaide @Eaar T aHAdig

® AR HATHT AT T [FgT=1 daa+ (Sustainability enhancement
through cost recording principle)

o F-JMI TEER =T [ab@ ¥ FIAH FA WA/ ITEAA

fepradT M (R TAT dq9d T eHar faere erauer sgaearas

Sifew afq faar)
fosft-ardsfes arvhari fased
AR ST AGUAT WA T ATAYAFATATE AT ITH GLFRT qold AT AT @ T
frepy wfueet faeerourare fAdrer affg | 1T SoATER SENT W qETER SEers i
JAN AR TIAT AT T ATGITF (@b G | Tal ATALTHAT T I=d ATAIAE
FARA T AR TAATS AHRART AEIHT ATAEwd] GATadl, a1 T HrAaETedl
SUARTEHl &7 FATIA AlPUHT TATE FATA, AL T FITAT Jod@T ARTEE A | T
qQUiETHT fASTT /TR AT & T g A AEATHT SIREH ATHEART THI AT
q e | G AT AESiE AR ARIeTS AT GaT JaTeshl T41 IUHIae STA
foe aferusr & | 79 oA afge 9ATS @l SR ¥ gfafy Wity gEwer W
TEg, | TS (AaT SO B BT @l FTIAnhAT GREde WA ¥ G anar fegdr 9w
AT IIAATTRT AT 3 TFAT | (If we don't change our direction we are lively to
end up where we're headed).

fei—ardsiie FIFaEr 87 ATaegehdr AUHT ST Afaech a1 Gt ¥ e
FAAT TGS (ST T ATASAE (HpTaer= T Feebrd 8l | I TWFERETT ®IHT TaATER
AT FHTRHT TSTHT AT FEaTedTs A0 G T FAMT (67 | A1 9RFaRmTa Frafatg
T TN YORATATIART Aae ATLROMHT ATATA &l | T ATLROTHT IR AT T&dmT,
fAsTrerrer amT Tar SHeferdT SANT T ATHEIAE &9l THAT Tk I B TES, |
AT ATATERT ¥ WAl AERdl THH ATHERIPT UG Hra=a" g qaad |
AT YA AT (Ao -ATaSIe ATHETHT TaeTcles a7 g -

® T qAT FHTAAT ATATEART (Legal reform)

® SIfgH FATHIUIH! I AT+ (Innovative options to visit mitigation)



® e ¥ XA I (Good practices of procurement process)

® IS ISl [ (Capital market development)

fooll grasiives Arvhardl Far FFEaT T Argd G Rl dehieqs OIS 8 | de
THT TIE e G | AT ATRHAT THATT qiF &g | Jar gare/faniorer yafa 7 w=nfae
YTEART ATIRAT THATS [0 TIETHT aWh0r T Hicheg | AgIwdeh ®THT TEH]
FEIATE (F) qoarad qa7 A9 IIREr, (@) w9 qar AR, @ oanta 3
IR, (9) F8Tel AWRIAT, (3) AT Fseme gxar=Ror, (=) fHair, z@nfaes gear=ar, (
) famr, @fee ¥ gs=me, () 9ren, faw gsared, (W) R i, (3
IUHRT ARG T (T) EAHEET U TR (BATET © J0%%) AT A Aibeg | & SR

SHAA FFLITIT qIT F=aTd+ &R (Contract or Franchising), Affermage, AT¥harl (

BOT, BOOO, BOOT, DBFO, DCM #1%), fefet Trewhiar, @eferad (Concession) ¥ FaT fa=r (
Disvestiture) T ATIRHAT THATS AR THT G | AITAT T ATHIRHT ATIRONATS
TAATCHE AT I¥ ®IH] [agUHT 9275 | X Cledan Mandr—Perrot o fAiT @rasitae

AHARATE  (F) daT FR (Service Contract), (@) FTAMMH FR  (Management
Contract), () farst ¥w=RIaT (Lease Contract), (&) Wgfrad #<% (Concession Contract),
() 92 #R (Boot Contract) T (¥) ¥IH HMHA == (Joint Ownership) T (@)
feT  (Outright sale/Divestiture) &1 &qdT fad Tl Ugrg | I AT AT
ATARTERRT Tf5d PPP White Paper 2090 &HMTAd AH JTATE (1) IA ATHATT (
Revenue PPP) aT XN [HebTIET TRRIATHT ATIRAT AThel oled a7 JaT o IITE
AT YATE T, () AR ATHERT (Availability PPP) a1 IR HebraaTe F=aTele AT

HiRTeF a1 quf fe=an R T go=raq T a1 (3) falad arhardt (Hybrid PPP) &R
TRl T AT S[ohdl SUITh AHSUHE ATURAT FaT FoaArad TR T AT THRe
TR TRHT G | AR TS AEAF ATHARIR] EHH ATl T IHE FAT qardr
FIIATHT (AT TIT FoaTATHT (oI ST TRl UA, R0%3 of 9 ATHERIHT ERqadTg
41 AT ARTHT AHIT TWH G

° Ao qar seTaRT

. fTaToT, gomrer quT e

° frTor, TaTfacaeeoT quT EeTaR
o  [HIW, FEATRRY q9T F=aTAA

° ala, AT TIT &ATA U

. ferst, fraTor, F=are qar gxar=ae

o Incloblﬂ, T TIT g &l

° I TET aRH |

TR T A A EEIEEAT dlicdeh (H=TdT Shge | a¥ieheurehl ATAR Aol e
TATE®! AALITIA T QEafd HIIhr Fa=0r 81 | giivad &TqT TRTHN AT T T J=a-ars




F guferd TUTel BT ATAFT T GIoTehl & a¥ TEA AT AT FY ALhRA AT T
T IEH 3, |

fst arawites arsharéier sitfacrar yaer T @i gErde afgaeer 96T Fearsd stad
S | T9R T FERP TRREHAT AUH TIAA] AAFe® FoA] Ja97 T4 99 a8 (EU
Acession Instrument) T ®TAT Aol ATEATE ATHETIATS I oI TS | AT Ferepl
T qqHafg af AR TRET HATgET TN | TAT AR Faqd HAFEE STeT
ATHERTA AR PR ATTAH (T T FebeAe, o7 ToAbe® o (Aol ATet(IF &b
WWWWW|WWW§WW
ﬁﬂWﬁﬁWﬂWW{WWﬁlﬂTWﬁﬁWﬂ?ﬁm
WWWW?&?WW&IW@TWW@WW
AT ATH] THIAGEH T Tlheg [ Albad 9= Yo7 U AeH QU T | T,
FATHIHT AT AT ATEATIAA AT RUTHT ATTh ATqRh FATEA START T ATT9TH
fETFT B T RERETT FHARTAT ATaTe SAT FRAT ¥ aATITH T4 AT
FART T 90 AT [abeasr ®qHT o ofaqeT o | d9T, TsTehl ILTHAT ATTH]
FAIROITG qfeader i fasra At fear Tsasr 719 2ed, T59d dad a6
ATEHT ITAHT THAT ITARTHT ATNT ATATERT FATIA T65 A~ A=IAT G T TUH B
| =T, AT el AT AT AThan FAERITdT Yag T GeH Afgudl ey

frepTferTert 3

o AN FTaehIIal T3S S, | AT [EEEHIEK] del3ad |

® ISRt Wit i Ed AT WeaTSE | Financial Engineering @8 AR T4, |

o  JHIT FHIATTHT ATAF FEH IR |

o RN T AT rATaATE Jieded fa |

o JESE M&™ T HaAT YEIHAT qFd g¥aed HIH RS |
o fqEIdl YagT WIRA Hifgsd Fed Ardwar (@) fag TdE )

o TEmEe fAueAv MEg (ST faud, 9T, GRERr A@red) |

o THFH HAEAT T HATATS ITANT T ATATARTT TATIES, |

® Claim culture TETSTS | WIEH FHTYTH TEH |

AT ATCARAT AUHT AT GT HAFE@H (Ao ATATE ATHARPT GERATHAT &7
SR BT TG | AU AT ATATE S | ATETTHT ATHaRT FTGH faareient =i
gfRar 21 SeT e faearaech araraRer fasr T AT ATRAT FHTEATH] STAN TESA |
o

FSIT&TTel qalarR &AT @l T AT AT RISars, Haradd T4 Fied T AT
AT AT T AMGHH! AT TUHT gAIES, | AT AT JTATI: Faere =Roreh]

Sif@H (Development Risk), ¥~ SM@¥" (Completion Risk), @R Figerr i@ (Cost
increase Risk), HTITEITET FITﬁaTr (Performance Risk), T4 =19 W@ (Operation
Risk), soTel Sif@d (Market Risk), Troi=iae wii@d (Political Risk), ararazefra sifaw

(Enviornmental Risk), drATises Siif@® (Social Risk), &1 wif@H (Credit Risk) ST
SIfEH TEd TESH (%I ST R00%) | Nepal PPP Whlte Paper 2010 & HJ wilf@H,




Ithe witEw, fear fHO, SO 9w, a= ggard, [dad, A 9 A9 SraH
TATHT SMGHEE ATARTE BIHAT ATI FT Ioei@ T G |
qYTETAT GRFRETT ®qHT AT FIRar a9 F@hrRiel J=a- 8e ATCai  gaidr

~

EAATHT ATHARRT JORAT IAEYE IRGUHT B | fadbiieworeT dqaron daeEd qfg
A HPT TAFAT ATAATENATS ATATSTAT AALATIAAT JTARGT AT AR HeTT RIS HTH
AUH! TEg | A7 ITAIHT FHT T TRET QAT ATASTATH] AT e fdr | et
AR AT [Tl GRPRART ATNETHT I AHHT TR T Al @b qaR
qIRUET & AT FIAAT =T 083 | ATA AW ARAT | (ST aears sedRd 9wy e
9T q9T IAMAAT ITANT T FAAT T qfeadl o 8 | Afeer a1 Frastiaes
FIHETRT aATST gt REURT A | A Aifd, R0%3 # UA, W w@E e U
T AT ORI BT T AVITIS I TRl ATSRT ATl TATIAT TIEbehT B |
TITAH] qATIR FXAAATHT ATHETT 2l Med] Ja] FaeITIAH Fel ITaied TUH hawg |
T 9]]RIR000 TTT FIGHTST HETARINAFA Fel Td, agquId qa7 g FoaTasHl
fASTEEETT AR TS ATH G | AlTecdl FTFAT IR TEARTHT FoaTierd STeey
ATARYT FaT FEHAAT I Fel TRANAR TFATe THA AIAT 9 HIATAT T
AR EAT AT JANTEE AT 9T | FRFR AEcadl AT Fal [qATEId, g A6, I
AT BOOT Model aTe =ATAA I J&Td HIT TR [92T, A I&qrach! =ROH=T HItY
IIA GhHA | Bad HR A& AARSAATCHE STHT (TSR] el TEAa8® AT HTAAT
FARNT TAT SRGHHT FROT AT J&ATdewd I FREAET qT9T dobee | [a2d Iearaert &
fawtt faferdr, gmmadh, freEmarer afs Qo s Ao @Rare v & qus JmETe
Sted &HdT faebra TUH B | O A dEEES faRd GFER ged Fere A
T A o TEerg arhery 9 ey a1 Afrer a= faare 9t 7 g o
HRIAH AT AT T FFHHTHT FRU AT G AT qT FEATE HIRRESHT
Bl | I BTAE TSl Ui ATASIT Best Practice T &YHT I==TTHT S(@UHT G |
BT FISHISIHT BIERHAAT FTEITTTH UIEN AH ATAST I Fag (6 A= SGUH &
TR AT FoaATA-HT AT [NTAHEHT T S | FAAT GATTPl &7 ATATIHT STHT TATHE
EIHT IR THAT IGUH G |

fAoT ATAITTE ATHATEIPT OIS TATAHTT TEAHT ATA(TP, AT, ATHTNAS T YA
QT FF] GHETE®E SRaUEHT G | ATHETT ATHHAT ATHT GHT AR GERAT &7 | (e

feaT THATT IS FIET IRHH T AMATHT ATALAFAT TG, | Fal TheAdT ald AR

A gaal fa@ (Replicate) 7 &FHT W (b | TAER & AANSEF AN
THTARIRATRT &7 HUafd Jaare gfqwe 9Tl T Hal ATHl Gestation Period T@H T&g |
a7 Fw faaae qed oA ST SEUH g | I OO aeR 9 ddqe A9
T | ST GLAATH AT ATAHTH SR GaTel I JHE FIRaHeF STH 2@UH 3 |
TET T ATATART, AT TR T AR ATNT YRARTA A=AT, AATTh  TTHRT
TATHl AT ¥ ATHNSE  Fadige afq qafer "= faerar fAsiemsr arharrers

AR S S, |

CRLFIES
FAUT HeAF [TF@H el dAUR 9P qEER fqF@ & a7 AUaH qararR de
faepraert feafq % SR @ | TS ATAETEH FF ATIAH, TEA T TUEAREHT AT

FASR G | AT Tee q91 qdqe® AT S | @ ATt faearer SR\t
i a1 yaredr feafq awdoee 97 | GRAwTeH! feafq dea A9E g | arh &

q0


mailto:.@))

af wTATRY H@raTe gtad gA | fava gfawmdl wfqasd R00%/90 wER faeamr
IR qATIY FREATH TR AfaEaTe J@T (933 W93 ) AT udedr 99 a9 av |

2090/99) HT FITT de (93 HT 93 o) TR g | faaqa emafdwr favraer adsfa &
AP TR FIART T ET AT G | A GEpe (I T FETAAnEr oA A g
e, wifgeE qrATd Aiqefedr gersd ¥ famra WX SIrSAer it qEteR "=
foedeaT ATRTHE EIET AT T IRSTRT iR famdRET A ey g 9 3Erses |
RERETT &THT GRERT e fafqdis=aare /19 a7 716 @1 T9 g afged | &
fepT, FeiTar TR T (ASTErT SHT=R qamEiaaT a1 Tidca QR &4 S9raar o9 | ary
B o
)

ferepTHeT HETHT ATH FEHITH! HEH( [qehrd I Afde Seedl dfawg |
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TS GATAT (0%%), T FoaATATHT ATIRES, ATATH HITGE, FTSATST |
ZeradT fqed fasre AT FREA (R0%Y), T TRFR, Il AATAT |
Pt AT AT T, AT AT ATANT, FTSHATST T9T |
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11



SIENOID arara=vIdl Riofelldil orRkIT SiENfoiD ailfcidr

YHyaTE dew *

I
ETAHEH ST AUl ATAINTE AIae®d] aqd ArdiiTe Aid, 0% AN & AT

ferorarared, AHEHT TAT THHT GHT AANTE ATATEROT Fqi=T T T T Comprehensive

FUHT TR TRUHT ) | AT AT ST THT SR TR AT IGRT T AT FET STl
FTATETT TUT T TG F AT @ | AITHT A aTdET (Policy Evaporation) &1
AET FAIAATE HAT T AT AT HrATEATHT GG e fqq ST B | Aq wraa
ATh g BIEA | WId TR Sfee 9 ISRl AT ST AT ’IA 27 | e w5y
U] AT TXTe, A FATEATATT 75 | A AIThl Fewdrs Jaiad e a2
AT Ear T elge T Afeedr quETd ATaeuRdr 81 | AR (MR adr
F=X AT qHad 9 SART &FF] [GhTEdl AN AIREH g7 ATSS | SANT &rTeh
fabTadT 919 WHATAd, IUN AT T AT WATHTH Ugd W@ g US| o
FEad T AP AN Thrg GG TPl STATAET 98T areprafad T @afd T
AT AT I&G A 99 I e g | SANT HeATAqd  ATTdeh IIRIBTHT HeAdd
ATIATATE ATCHATT T8 X G [atardes ST &l fabra Jeleg 9= WI=Iar 9Ted gaq
| TR TRFFANIF FGHATE AN T SANR! TR TG | TATaR (e, qsife a2
TAIES, | AT 50 Frewashl IUATh aTararyl (asi=1 T9Uae UM &l (o &=
THT | qF HEdqW FT F G A SIS oY, WA qAT A SN [AbTEAT S
feqods | 2TET SRR &=t anuw fI o, wve 99T AT SN UHT FATS @RI qAA
T qEF FATAAT FANT TP ANET TS TSTHT THY (1@ T T7d g7 2fawsg; |
fawr waw

faeaehT TEEH! SUNT (qHTEaF! UARTaF FAQUSH (Aearare 9 &l A fesirdl H
YaTd HA® o ATHTAHT AR TAF TF S | ATH fqepiad q9e® qiq e
BTHISIET BT9aTT WA Ul T TIHT: FT Hied T TEIATT AT hiieqare faspiad
FATNTE TR T AR IS | T FG ANTE R ATdF RIwqpl AT T9
ga | FEear W fAfvwy Seifhers ST ST ST 39T afedr daeahdr &
| eTHl UFhTgdl STATeATeRT ATATAT G | AT ATAT ATE FATT 3 AFERd ARTH G |
FAAEEATE ATHAT Td HAGREEdTs ATHAH T ATH FHY fapra T &0 T |
TETAAT €1EA, AR (Trade not Aid) s favaeardt Ar=rar fae g3 s fava ufegsr
T EE AP TERIHT ATMRE fedel Jel § Heed qUhl Tqa JRaeTd aTh o
AUFH &Aged faeraare fqvd gfqeqatar It afwes @ | J9dr AT IsgH AT
Aifaaar (Supply side Constraint) =T THET &34 U8 | THT SANT ST Tag7 T

* oy Jiee SN TATEIHT JTAE EES, |

R



fobrg = it fifae W g gRETE QEEE qRE g | ASadl FdHH
HTALIHATATS T T YRR AT AN AT, 058 SR T 3 |

sfrenfie Aifd, 0t &1 qEr qEn frivarE

forraer  ddifite Aifqe®s 9T @1 Wi SAIF  (Comprehensive) T | AT e

oS o oo ) N o N
[EFEATEEATg TART AW~ FITe®H] Jooll TMUHRI T :

Q)

a7 Aifqar grEastae, el T GEdr dFAdl GTEEN, qHEaAeHE T
AT FEhTIH SWT TF ged ATaRAfeddl AT famrae
ATATAETE e AYTHAT Soofed  ANEH qRATE TRAT  ~IATHOHT
TEART qRATSH  STIded  ded qifpuesl @ | fawaer Aiaar awar
STE T 8T ql[ehUehl U |

a1 Aifger AT ud gfqwmdaicrs difTe Sced dered adr
IR Afvalg T, TWEE AT T Foel TREE ITART W AT
AT FH AT fad, ATarEReTHAT SERTR fara I, AdTerers
T URTATRT ATRYE  AHIRAART ETAT TS T qAT SAigw
AT TR T IeIA TGN G | Alfgd TEIAHT AT T g9
faraerr ifawT TfEwerr e |

foTaaT SERTEwEdE TR Heqed! HIATHATE A& YaTd I Jid
ot a= graer AfaAr AR gfaeraicnd awarar Afvalg, Icaawd
Ffvafy TIT TR FEH T FAT A€ fSUE g |

TR el M gered Hifq faguer g | F9e T aegeTH
TN ATSS |

U ATNTF TFEI=IFT AN SeATEhed ATqatg g T afadr =9
Hifqwr e fagust § | AT FW AETH qREAE &1 99 (No Pay
for No work principle) =% iR T Jeoi@ TRUHT B | favrepr it
STHeRT T | o |

AT ATATERT AT AT AATF FIET qf TT A HRT
AfaaT yee Ieor@ TRUHT 3 |

geaer S3fiTd @ (Foreign Direct Investment) ®Tg ATHNd T, ¥
ATEATEE AUTAIATs AITAHT AT 9 GredTed IR q9r Aed
FeAlaEr FIAATH SIS [a8 FT ANTAT TLHT Iooid TRUH G |
el qar GErr SEaHdR! GEINTaTaT e S TImaT aar g==raq
MR H AT Ieord TRTH G

() AT JAGT HI

@) gfafe faere ®my

(M T, TR qAT AT AN (b9 B

(%) FI[ AN qAEcAT By

() a1 ST W B9 (Industrial Investment Protection
Board) : TR @ATH@IfAE ¥ TR =ATINRE Sf@HST efadid faT
TATSTAHT AT AT BT FTIAT TRA T Joer@ TRUH! G |

AE



Qo)

(=) Higar IHLiar faem Hw

JEANTATS FRET, radT 91 Fefaad Iqeded TWSH aHl are, Tehd
foavg T v, ATEINTE TagT ATS, AT &7 HATRATIT JIfereheo,
AT Sech (At 9iqssE, AUter FFEd g e SEdl SN
AT A HRT AMNTAT FqFZAT A<h TRTHT |

JATEd  GCHATHT AU UAH TS ¥Fd (Forward and Backward
Linkages)a@rs™ |&dRT T T Contract Manufacturing, Outsourcing,

Contracting out, Franching, Ancillary ¥ Buy Back ST&T FRamsaraars
gredTted e, |

Ailgd T ATIPREl TR ANT ARIBR oI b T&TaT
R B AMTHT FiTagar s & |

ATAT T, O AT AT IART FFewdl (979 AT qa=dr TRH!
T | 99 A O qAT AT JANTRT ARAT ool TR HY qTd g
FIHFT ATCHT FET bl TR TR T |

fifqer afedr gee Afeer SwHems fad Fgfaaa yam T wfuE 3
JEANT =Egr gEaedT Aifq famor T qear qrafead drnfre e
FAW Anfaardy, Seota, sfad wael, AATIERd Aledreemadl giartace
Afear i AfTEr B | B AT AT TRET Aiedr ITHEEATS T
T gA9 dARFETE GHE WS FALT XA, IUN WA TRl fagT
Venture Capital AT ®fgaewarg wrafasar fagd, S¥T gar &l am
TR 3 ufaerd e fagd, T AT SUNT AT ATLH AT
afeem SwHIaTs dfedr grataear fagq, IATE AT TR ARE IEEHT
Afgar IFH@E 0 Glqwa ge fagd, Afear IJTHG [qwradr A
AT AATAAHT e (AT TS @1 ARA qAT AW AAH i
qIT FTAFRHHT FAFFGITAT Gender Analysis and Assessment TR
ST FRE® Il TRUH B |

AT TaIIATE ICATEA Tehf TIT YATHT ATIRAT & ATNTHT AT
MRUH B

(%) F FAT a7 ISTARHAT AT T
@) JATEAHAS AN

(M e e® IR

(%) IAHAS FANT

() g AN

(=) T IR

(B) fAToT 3=

(1) AT AT AR qratg SART

(¥F) a1 UM
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FATAT T TeBITbT ATARHT IANATS L ATAT A0 TR &

(<p) &Y IIAH (Micro Enterprises) TSRS AGTH Ej.%’ IEC)
Q o] o Ny o .
TYYTHHH ?%R‘Jﬁ TET g4, STHI TIAH FAEITITHT HefT

e, JTHT U FEMHET & THT FIHATR Teehl T ATNE HRER
I ATE YA FH EH qAT Il SR TANT g
TUH GUSHT Il I~ a7 HIEHl ol vt ik q0
feperaTe I=aT HH WUH IAFATS d SIH AMA=g | qT ATAT
fa o SUNTE® 79 ARAT oA |

@) RERFTT TIT qT 83 IANT © IR A9 91 gfafy gamT
g9, T FodAT qqd AN FTEfd Aeia @R SqeR
IUANT T, AT bAT T GERTET A T 90 fehedraeaT
foaga afeh TART T RERTET fEfaAET dagET & awitTHE
JANTE® I aIAT 65 |

(M AT JENT . qY IIH, WARET q90 B JAWeladh qi=
FE EUATHEA (EqRSIT FUHl AN FAHAAS I A
afvg |

(%) AT JAN 9T FAS AT q@l T e woAraE fer
AT HUHT AT FAGTAATS ATl FHNT A3 |

@ TAT FURT © Uvg FASHRE] Fel R AT WUHT AEITE
FFAIATS SAT FAN AT, |

FT Far AT Yarawr  wmented, AR SefasE, wded, @,

qESAE IRaed T RERET B &l Al a =1 @ @l

JURTATE graferdl YTl IURTHT a0 TRUFT G | AT FATATS Teih
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“The ideal of free human beings enjoying civil and political freedom and
freedom from fear and want can only be achieved if conditions are created
whereby everyone may enjoy his civil and political rights, as well as his social,
economic and cultural rights.”
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“All human rights are universal, indivisible and interdependent and related.

The international community must treat human rights globally in a fair and
equal manner, on the same footing, and with the same emphasis”.
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Shaping tomorrow’s Economy
Challenges and Choices for Nepal

Dev Raj Dahal*

Introduction

The goal of an economy is to increase the standards of living of people by sustainable
use of resources and transformation of society toward a more humane order. The
tomorrow’s economy deems humans as “species-beings,” to use the concept of Ludwig
Feuerbach, considering that their collective emancipation rests on common life of all
species rather than exclusive human welfare. Economy is not an autonomous closed
system completely separated from the rest of the sub-systems of society, the
environment, technology, politics and morality; morality because it has to ensure the
well-being of future generation also. Development is vitally linked to the resilience of
the ecology, economy, polity and civil society, all functioning in a spirit of harmony to
promote shared objectives (Nyerere et al. 1992:274). The productivity system of
feudalism, capitalism, and imperialism based on vertical division of labor and
specialization, however, does not offer any rational option for the solution of systemic
problems. This system has created wretched working conditions for the masses and
privileges for a few elites. It survived at the expense of democratic rights of people for
self-governance as its superiority was based on taking from the poor, and using public
resources to build up private fortune, not enlarging apparatuses for the production of
basic public goods, and democratic equity for the poor.

The revolution in global communication heightened awareness about its negative
consequences as it did not bear the costs of increased poverty, inequality, illiteracy, ill-
health, erosion of public security, and ecocide as well as fulfill demand for a rapid
reconstruction, reconciliation, and development of post-conflict societies. The positive
economic outcome (positive externality) presumes an expansion of opportunities for
poor peoples’ wealth, incomes, and living standards, and adaptation to climate change
by restoring earth’s soils, forests, biodiversity, and eco-systems. Now, ego-centric
economy, based on individual impulse over shared benefits, capital accumulation,
economic growth, and depletion of non-renewable resources and nature, has been
contested by attentive public as it has neither improved the quality of life nor valued
women and nature’s service not even offered win-win solution of economic problems.
As the tabulation of life-cycle by economic calculus has failed to account ecological,
social, gender, and inter-generational costs, new indicators of progress have been

* Mr. Dahal is the head of the FES, Nepal.
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identified beyond the classical GNP-measured economic growth. It entailed the vision
of transformation of institutions, forms of knowledge, rationalization, and technological
mutations of the above systems. This transformation, however, does not come from
within their leadership which had fostered unequal social, economic, and political
relations in society. Transformation comes from those leaders who continuously learn
to manage problems collectively with citizens, and use democratic principles to
evaluate, and reform the existing rules, institutions, and conditions of people. Arising
from genuine grassroots movements from outside the establishment, the
transformative leadership challenges the homocentric economy, an economy that
serves the same class of privileged elites at the exclusion of ecological and people’s
needs, to create an alternative sustainable vision, and institutions that mobilizes the
commitment of people for ecological, gender and social justice.

With the gradual removal of knowledge and technological gaps and privileged status of
elites by democratic impulse, the tomorrow’s economy will combine both
anthropocentric and ecological concerns by changes the rules of the game from vertical
command and control system of a few to participatory decision-making, economic
growth to equity, free market to coordination of market for the allocation of social
surplus in meeting basic needs, minimal role of the state to increased public role of
state in security, collective goods, and upliftment of marginalized, and centralization of
profits to redistribution and expansion of public goods and services through polycentric
institutions. It is also simplifying the relationship of economic actors with the people at
the flat level to build proper economic security (adequate food, cloth, housing, health
care, income and pensions).1 The tomorrow’s economy moves beyond boss-employee
practices to self-employed entrepreneur, and embraces partnership culture, co-
production, and joint stake-holding in the mode of operation so that each partner has
an incentive to monitor the conduct of others. “Collaborative relationships between
top management and workforce are more productive and profitable”(Grieder,
2009:14). It allows the stakeholders of economy to participate in a regular dialogue,
communication, and contextual learning distilled by the culture of community. It is the
culture that “provides the key to path dependence—a term used to describe the
powerful influence of the past on the present and future” (North, 1996: 349).

This path dependence helps to evolve a systemic thinking—“thinking in terms of
relationship, context, patterns and processes,” for the economy of tomorrow marks a
“transition from an economy of goods to an economy of service and flow” in which
“matter cycles continuously, so that the net consumption of raw materials is drastically

1 This economic security involves “universal access to good quality education, health care,
and adequate and secure retirement income — while encouraging private innovation and job
creation; to regulate the financial markets with the aim of channeling financial institutions
to do what they are designed to do in capitalism: allocate resources efficiently by providing
credit for production, innovation and long-term growth; and to redesign the architecture
for management of international finance so it promotes economic growth and political
stability” (Milberg, 2009:46).
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reduced” (Capra, 2004:231). As the waste is recycled into an economy it opens up a
new possibility to control emission, regenerate the atmosphere and balance core-
periphery relationships within the state. The need for ecological sustainability has
brought a reflective transformation in development thinking and values “from linear
system of resource extraction and accumulation of products and waste to cyclical flows
of matter and energy; from the focus on objects and natural resources to a focus on
service and human resources; from seeking happiness in material possessions to finding
it in nurturing relationships” (Capra, 2004:232). Accordingly, green growth would be
built on energy saving and efficiency, dematerialization of production, and substitution,
for example, of fossil fuels by renewable energies and non-renewable raw materials
(FES, 2010:22). Technological progress offers new possibilities for reversing the current
vicious cycle of environmental deterioration, poverty, and conflict into virtuous cycle of
eco-balance, well-being and peace.

Developed countries have higher capabilities than developing countries in
manufacturing compared to agricultural and service sectors.”  Now, many
multinationals, the emissaries of the industrialized countries with their manufacturing
powers, like previous empires, are less inclined to take the burden of public welfare
and environmental protection and more inclined to seek the freedom of capital above
the interest of society. Their companies are moving in those low-productivity countries
where they can easily outsource the jobs to exploit workers with low wages, labor
market flexibility, and hire and fire, weakening of social protection, and use of scarce
arable land for commercial farming for export thereby creating food crisis for natives,
and contaminating the environment. Divided trade unions and weak states make it
difficult to tax, enforce laws, and regulate against rights abuser who easily hide behind
the borders, and evade corporate social responsibilities. This means the political
economy of labor movement will continue around a bargaining for the implementation
of framework agreements in transnational spaces, decent wages based on global labor
and employment standards, better working conditions, dignity of work, social security,
less pollution, and life-choices. In other words, the alignment of labor movement with
global social interest will bring the importance of eco-centric economy in focus with
labor, gender and nature-sensitive technologies.

Power and poverty at international and domestic levels are linked to entrenched
economic interests and concentration of economic power is a threat to social values
and healthy competition. Faced with the threatening accretion of global problems that
defy national solution, the state left to its own means is ineffective to exercise its
sovereignty. Geo-economic regions are emerging as viable units of political action in
the global context. Multinationals, created by powerful states, have formed horizontal
alliances across countries with native business classes and authoritarian states for

2 Alexander Hamilton asserted its importance this long ago, “If the United States wanted
to be a country of consequence it would have to spend public funds to encourage the
emergence of manufacturing and to protect nascent domestic industries from foreign
competition” (2005:85).
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production, distribution, financing, and profit, consequently, weakening the
accountability mechanism of the state-created vertical structures of power, hierarchy,
and discipline, and the collective identity of labor to bargain. As most of workers are
employed on a part time, contractual or daily wage basis their ability for free collective
bargaining for fair share of wealth they themselves created is limited. Without a global,
regional, and national social contract the demands of developed countries for cheap
goods at whatever cost to human life, dignity and ecology offer no escape from their
economic backwardness. In a situation of unstoppable decline in agriculture, and
industrial production, the struggle of the poor for human rights and livelihoods will
continue in the future. The great challenge of tomorrow’s economy is to change the
fundamental value pattern of today’s economy solely based on profit maximization of
business elites to make it compatible with the enlightened public demands for human
rights, democracy, social justice, ecological sustainability, and peace.

In Nepal, democratic transformation and constitutional moment have generated
legitimate hope of people for improved standards of living. But the basic conditions of
life for the majority of people remain the same despite the declaration of Nepal a
secular, federal democratic republic. Each political change distributed power and
resources only at the super-structural level and leaders sought to substitute the
impersonal state with their personalized parties, clients, and networks. Owing to
difficulty in democratizing elections and other sources of legitimacy, national political
competition has become a game of unequal players. Intractable internal contradictions
within political parties have blocked the democratic transformation, and failed to
inspire people to engage in open-source problem solving. As a result, development has
been weakened by corruption shielded by politics. This amoral trend will eventually
minimize the resources for productive investment and intensify hunger, famines, and
resource conflicts. Weak economic performance of leadership continues to diminish
the possibility to stabilize democracy, sustainable economic development, and positive
peace. Four factors are responsible for this: cohabitation of new elites with the old for
the sharing of spoils has closed the possibility to revitalize the national economy;
insufficient bottom-up pressure for democratic control of elites undermined leaders’
interest to navigate to higher democratic order for social capacity, constitutional
stability, and positive change; weak base of the resources of modernity to sustain the
political system produced protracted instability; and easy international legitimacy to
elite rule due to their converging economic and strategic interests, and support for
single identity oriented clientalistic politics undercut leaders’ will to foster good
governance.

These factors have marred the possibility to diversify Nepalese economy offered by its
topographical landscape, resource endowment, and comparative and competitive
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advantage53 to overcome the problem of underdevelopment of labor surplus economy,
and optimally utilize full value of the nation’s resources.

Nepalese are suffering from the continuation of a syndicated regime in economic and
political spheres whether the emphasis is laid on the market or the “socialism-oriented
economy” by political ideologues. The structurally coupled political economy provides
less freedom for labor market integration, dynamism of a single national economy,
competition, entry of genuine actors, service efficiency, and class-bridging strategy.
Privatization of education, health, and other public goods amounts to deficits in their
overall quality as it marked a revolt of elites against the egalitarian effects of
democracy. The decision-makers’ over emphasis on foreign aid, foreign direct
investment, remittance, and tourism reflect their bunker mentality, no reading of the
world markets’ proneness to crisis afflicting these areas. The continued political and
institutional failure, personalized regimes, assertion of subsidiary identities, anarchy of
armed groups, and weak civil society have decreased the state’s capacity to create
enabling environment for business and investment, and ratcheted up the
decomposition of polity. The parliament, universities, and the public sphere do not
encourage informed debates about competing ideas. The ability of civil society to raise
public demands is much higher than the capacity of state to fulfill thus rendering the
government face credibility gap. Nepalese planners and leadership emerged from the
habitual rote learning of ideas, and bloated promises lack both social reflection, and an
analytical capacity to problem-solving adapted to the country’s post-conflict challenges,
and exercise a new vision that helps the Nepalese to deal with bitter reality of today.
Heightening of security concerns of both neighbors, India and China, which are in many
ways entrepreneurial and forward-looking, casts doubt whether Nepali state and
leadership will be capable to pursue effective economic diplomacy or suffer the wash
back of both neighbors. In either case, it needs their cooperation to confront the
looming ecological, economic, and geopolitical crises.

Is Economic Vision becoming System-Sensitive?

Homo economicus, home of economy, is concerned with the fulfillment of basic needs
by restructuring the nature of work. Economic stability at global, regional, national, and
local level rests on incentives of sharing the gains at each level. Each civilization has
fostered its own conception of economic virtues. Hinduism fosters family and
community values, pooling of resources, and functional specialization for the

3 The Himalayan region offers scope for eco-tourism, herbal plantation, animal husbandry,
production of fruit juice, mountaineering, etc; the hills and the mountains offer prospect for
agricultural and service sector development, management of forestry, industrial
development in big valleys, solar, wind and hydro-power development; and the Tarai
offers scope for agricultural, industrial, commercial, and educational development, etc.
Utilization of hydropower development for internal development and export, and
investment of money earned through remittance in alternative energy, infrastructure
development, communication, and transportation grid, and supply chains are essential
strategies. In the absence of infrastructure one region cannot be linked to other regions.
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accomplishment of artha, economy. Protestant ethics of hard work and frugality lays
stress on capitalism as a vehicle of economic progress; Confusion economy emphasizes
the essential traits of economic dynamism, honesty, hard work, social discipline and
harmonious society, and Buddhism on the golden mean between the satisfaction of
human needs and nature’s capacity for resilience and sustainability. In extreme form
economy “reflects a vision of our species as one that relies on self-interest to obtain the
maximum personal good at the lowest possible cost” (Christakis and Fowler, 2011:
220).

Adam Smith and J. S. Mill, the proponents of methodological individualism, fostered the
notion of market as merely a sum of individuals’ motivation to supply or demand a
good influenced by needs, expectation, and values of the object. They advocated that
minimal government intervention ensures economic efficiency. This expression
underlines “aristocratic view of society manifested in the class-centered orientation”
(Heilbroner and Milberg, 1997:118) as market is not politically neutral; it imposes
ecological, economic, social, and political costs on particular groups and societies, so
that in relative terms, some benefits more than others (Gilpin, 2005: 21). Stiglitz argues:
“Adam Smith’s invisible hand is invisible, it does not exist” (2006:4). Their opponent
methodological holism articulated by Karl Marx postulated the theory of class
consciousness in action considering that class cannot be reduced to individuals’ choice
by dissembling them into fragments. His political economy emphasizes the collective
over the individual and de-commoditizes the functions of land, labor, and capital for
the emancipation of people from the tragic consequences of alienation, necessity,
violence, and social conflict. Marx treated human beings both as a part of and separate
from the natural world. His proletariat is, however, fragmented now into white, blue
and green collar workers, dispossessed, professionals, and self-employed with
incompatible interest constellation owing to new social stratification induced by
technology and modernity. John M. Keynes’ macro-theory opposed both discourses
and laid the foundation for a third way, government as a motor of economic
development to counter market failure without eliminating the benefits of
decentralized incentive-based processes. He developed an ‘efficiency’ reason to care
about income distribution, equality, and investment in public goods (Gourevitch,
2009:6).

Keynes having relatively broader worldview was engaged in a dialogue with statesmen
to transform the dysfunctional system created by industrial civilization which had
“class-blind democratic political values” (Heilbroner and Milberg, 1997: 118). He
believed that economic stability requires public sector intervention to liberate the
people and countries from the financial crisis. In no way he represents methodological
consensus among the economists. Still, Smith defined the duties of government to
serve public goods, David Ricardo argued for the abolition of protective tariffs, Marx
sought freedom of workers from alienation, Keynes advocated to reduce
unemployment, and Alfred Marshall tried to forestall the expansion of communism due
to its urge for the abolition of private property. John Locke and G. W. F. Hegel believed
that private property is essential for incentives, freedom, and dignity of human beings.
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Friedrich List, however, laid stress on the role of nation-state in the formation of
national economy.4 Political economists also discovered macro-micro economic
linkages affirming that each national economy’s primary duty is to enhance the
capacities of native people for full and productive lives. “Both mercantilism and
economic nationalism reject the economic liberal’s assertion that the market can
maximize the welfare of collective” (Levi-Faur, 1997: 370). The collapse of Soviet
system, however, removed the rival of capitalism and marked the primacy of market
over the state and social projects. Free Market economists like Milton Friedman,
Richard Robbins and others argue that social responsibility of businessmen is to use
their resources and engage in profit making activities within the rules of the game. They
believed that free markets would allow socially optimal allocation of resources and
contribute to human progress.

The world system, defined by five monopolies on technology, financial control of
markets, access to the planets’ resources, media, and weapons of mass destruction are
based on pure economic rationality (Amin, 1997:5) which failed to solve the multi-
faceted systemic problems. The realities of jobless economic growth, depletion of
natural resources, biodiversity losses, climate change, etc required a new economic
analysis as the above approaches pushed the world’s development to unsustainable
destination. Joseph Stiglitz argues that a single minded fixation on growth marked the
warning signs of the global financial crisis. Temporary profits in financial industry,
increasing debt loans, and the real estate bubble all contributed to a false rise in our
economic measurements (Faris, 2009:52). As a result, two decades of neo-liberalism
hastened the “creative destruction” of monopoly capitalism, to use Joseph
Schumpeter’s famous phrase, for a lack of its adaptive capacity. It treated basic needs
as commodities, and separated the production of goods and services from the use
value by vicious exchange intervention. There is a positive side of it also. “Globalization
has succeeded in unifying people from around the world—against globalization”
(Stiglitz, 2006:7).

The economy of tomorrow, therefore, offers an alternative to these approaches for
mutual accommodation of countries, and peoples and investment in ecology,
education, health, and equity that markets consistently ignored and international
development institutions applied one-size-fits- all strategy. A decade of Millennium
Development Goals (MDGs) and Poverty Reduction Strategy Paper (PRSP) too
registered their limits because they primarily opted for economic growth to combat
income poverty while ignoring environment, distribution of wealth and income, human
rights, democracy, and good governance (Martens, 2010:2). Even free trade regime
defined by the WTO has led to increased gaps between rich and poor, between
countries, and also within countries, thus working in favor of powerful interest groups.

4" As the individual chiefly obtains by means of the nation and in the nation mental culture,
power of production, security, and prosperity, so is the civilization of the human race only
conceivable and possible by means of the civilization and development of the individual
nations” (List, 1885:88).
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Similarly, no significant breakthrough has been achieved in Cancun Summit of
December 2010 to substantially reduce greenhouse gas emissions under the United
Nations Framework Convention on Climate Change (UNFCCC). Sustainable
development requires planetary awareness that human beings are part of the nature
and, therefore, its protection needs a policy of eco-labeling — espousing ecologically
sensitive products and practices at multi-level governance and burden sharing by
developed and developing countries on the use of alternative energy sources. This
means countries like Nepal need to bolster its policy structures to effectively engage in
multilateral diplomacy. “Polities significantly shape economic performance because
they define and enforce the economic rules” (North, 1996:353).

The scientists today are going beyond the mechanistic and disciplinary worldviews
explained above. They are trying to put the parts back together in a larger system as
economic activities are increasingly becoming interdependent, interconnected, and
globalized (Christakis and Fowler, 2011: 302-4). In this context, the economic choice of
national development is to be seen in its embeddedness in the system’s sustainability
through bridging inequality, robust oversight of risks and opportunities unfolded by
regional and international economy, and policy coordination. Social scientists, leaders
and planners have, therefore, to think beyond their disciplines, and professions to
balance the unfolding spirit of the age, needs of diverse people of various hierarchies,
and nature’s resilience. The process of globalization and proliferation of secular social
movements are now reconstructing the social power of people, and opening the
disciplinary minds of social scientists from the closure of their knowledge spaces to the
planetary system as a whole. Obviously, the solution of global ecological, food, energy,
and economic crisis requires international cooperation at various levels and overcome
the constraints of progress imposed by “bounded rationality,” to use the concept of
Herbert Simon.

It is crucial to make economic policies context-sensitive, and deconstruct professional
planners’ role as the habitual rationalizer of governments’ policies worldwide—right or
wrong, by sensitizing them to become responsive to ecology, society, and people’s
needs. The political role of economists has a very bad effect on macroeconomics
(Hailbroner and Milberg, 1997:55) as many of their prescriptions based on the virtue of
greed as propeller of economic development had heart-wrenching consequences for
the poor. David Korten espouses “an economic system of locally rooted, self-reliant
economics that honor true market principles, operate by clear rules maintained, and
enforced by truly democratic governments, and mimic the structure and dynamics of
Earth’s biosphere (2011: 1). Elinor Ostrom’s study of California, Switzerland, India and
Nepal confirmed that “self-organized communities are perfectly able to manage their
lands, forests, fishing resources or irrigation systems (Heine, 2009:12), govern the
property in common, and evolve norms of ethical behavior. The economists have to
accept the current scientific consensus which presumes that the whole is greater than
sum of its parts. It reads:
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“Effective commons governance is easier to achieve when 1) the resources and the use
of resources by humans can be monitored, and the information can be verified and
understood at relatively low cost (e.g., trees are easier to monitor than fish, and lakes
are easier to monitor than rivers); 2) rates of change in resources, resource-user
populations, technology, and economic and social conditions are moderate; 3)
communities maintain frequent face-to-face communication and dense social
networks—sometimes called social capital —that increase the potential for trust, allow
people to express and see emotional reactions to distrust, and lower the cost of
monitoring behavior and inducing rule-compliance; 4) outsiders can be excluded at
relatively low cost form using the resources (new entrants add to the harvesting
pressure and typically lack understanding of the rules); and 5) users support effective
monitoring and rule enforcement (Dietz, Ostrom and Stern, 2003:1908).

The economy of tomorrow thus encompasses all three dimensions of human life—
biological, social, and cosmological. It instilled an important realization that managing
the economy of tomorrow requires “finding the optimal values for the system’s
variables. If one tries to maximize any single variable instead of optimizing it, this will
invariably lead to the destruction of the system as a whole” (Capra, 1996:294). Hannah
Arendt defines these with three domains: labor, work, and action (1998:7)° and clarifies
the essence of the evolutionary spirit of human beings to use economy as a means to a
good life. The economics of peace can be attained only in an open society where
informed citizens can provide checks to the abuse of state and corporate power, special
interests, and internalize the liberalizing influence of democratic order, social justice,
and civility as these values transcend the traditional dominance of profit over the
imperatives of social solidarity, ecological ethics, and equitable relations between
people and communities. A society whose economic activity is governed by a vision of
national self-awareness and uses proper means for the end of sustainable development
can incorporate public policy into the agenda of a self-determined choice, and
constantly reform the economic process through social learning and feedback through
a reciprocal interaction of policy makers’ cognition, attitudes, and changing
environment.

How to Mitigate the Systemic Risks on Nepalese Economy?

Regardless of circumstances Nepalese planners and decision-makers have blindly
followed global patterns of economic thinking rather than evolving contextual policy
suitable to its reality, basic values, and people’s needs. Annual per capita income of
$487 puts landlocked Nepal in the bracket of least developed country. Squeezed

5 Labor corresponds to the biological process of the human body-- spontaneous growth,
metabolism, and eventual decay. Work corresponds to the artificial world of objects that
human beings create on the earth; and action, corresponds to plural human existence as
distinct individuals. While all human conditions are related to politics, plurality is the
fundamental essence of politics. “The mortality of men lies in the fact that individual life,
with a recognizable life-story from birth to death, rises out of biological life (Arendt, 1998:
19).
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between India and China, its largely impoverished population of 30 million lives
predominantly in subsistence agriculture and informal economy where the concept of
modern social security rarely exists. The top five percent of households own 37 percent
of agricultural land while the bottom 47 percent occupy only 15 percent of it. About 29
percent of households are sukumbasis, landless. It reveals the structures of power
relations that are at work in the marginalization of women, poor, and Dalits from the
nation’s economic order. Neo-liberal policy of the removal of subsidies on fertilizer,
improved seeds, irrigation, and credit reduced agricultural productivity, increased rural
poverty, and food scarcity. Over 30 percent of economically active population is totally
unemployed.

The organized sector is only 10 percent where workers’ minimum rights are
guaranteed. The average monthly minimum wage for workers ($87.32: $50 basic salary
and $37.32 dearness allowance) is barely enough to feed even a nuclear family given
average annual inflation rate of over 10 percent. Daily wage for industrial worker is
$3.25 while for agricultural worker it is yet to be decided (previous one is $1.08).
Among the total employed, 46 percent of them get monthly salary, the rest are
employed on contractual, weekly pay and daily wage basis. Some 78 percent of
population lives on less than $2 a day. This monetary estimation of income is
inadequate to fathom poverty which arises from a lack of opportunity for livelihoods,
education, health care, safe water, sanitation, and social protection. Maternal mortality
stands at 281, fertility rate 3.1, and infant mortality rate is 48. Life expectancy at birth is
68.81 years. Adult literacy rate is 53.74 %. Females’ educational level must be scaled up
as it helps to stabilize population, eradicate poverty, and entitle every adult to get life’s
possibilities. The contribution of tax to GDP is only 12 percent which is insufficient to
subsidize welfare, and create accountable and responsible governance. In such a
context, the government has “little incentive to build political and organizational
capacity to negotiate and collect revenue and spend effectively” (Moore and Unsworth,
2007:1).

The commodity economy, increasing investment in urban banks, real estates, private
schools, colleges, hospitals, and accumulation of gold, technological backwardness of
society and domination of decision-making by powerful political and economic interests
continue to pose structural obstacles for social transformation, and mitigate the food
crisis constantly faced by about 4 million people. The two decades of neo-liberalism
carried by successive Nepalese governments of all political hues not only broke the
welfare state’s labor-capital coordination but also trampled the constitutional vision of
social justice. It brought structural shift of the economy from agriculture and industry
to financial capitalism. Still, only about 26 percent of Nepalese have access over
banking services due to their concentration in only urban nodes. Worse still,
unproductive sector lending, concentration of loan to few powerful persons, inability of
the government to expand capital base, capital flight and problem of institutional
governance do not promise financial stability in the short-run and productive economic
growth. Financial capitalism has made corporate and comprador classes vibrant,
redistributed income and assets from the real to symbolic economy, labor to capital,
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the bottom to the top classes of society, and centralized population, capital and
production in urban areas. It has also caused fatal social, economic, and environmental
consequences for the poor. De-industrialization of real economy, deregulation of state
control, slash of agricultural subsidy, and job layoffs, forced the globalization of the
Nepalese workers in more than 100 countries of the world in the hope of smooth
remittance flow. Now agriculture growth remains only 1.1 percent but contributes 33
percent to GDP (over $422.54m), manufacturing sector growth is 2.7 percent while
service sector contributes 52 percent to GDP. Service provision, especially in education
and health, is improving as community is increasingly involved in taking decisions. But
the establishment of private schools and hospitals on “economic model” producing two
kinds of services and two kinds of citizens in the country with the risk of producing
social and political polarization in the future.

The rent-seeking nature of privatization and lack of self-determination of public policy
have undermined the egalitarian virtues of democracy. The rapid growth of labor force
(400,000 per year), its demand for productive jobs, and basic goods cannot be met
without revitalizing the real economy of countryside, and productive use of the
remittance brought by over 3 million workers abroad which contributes 23.4 percent to
the nation’s GDP. The social and economic costs of Nepalese migrant workers, and their
suffering and sacrifice have not been properly estimated nor did the utilization of their
skills and funds (both wage capital and investment capital) in productive sectors of the
economy. Likewise, the migration of highly productive youth has caused the decline of
agriculture, increased the cost of production, and turned the food surplus nation into
deficit one. This is making Nepal a consumption-oriented economy, which needs to be
changed (Khanal, 2011:1). The contribution of foreign aid to GDP is only 4.7 percent. To
annual government budget it accounts to 30 percent and about half of government’s
capital expenditure. Foreign debt burden hovers around $3565.14m and each year debt
burden is increasing beyond its ability to pay. Conversion of debt into equity is a major
policy challenge. The average domestic savings rate in Nepal as a percentage of the
total Gross Domestic Product (GDP) stands at10 percent.

The acutely poor Nepal, sitting in one of the largest hydropower potential (83,000 MW)
of the world, has so far produced only 697 MW of electricity (out of which leakage is
186 MW) which fails to meet even the current domestic demand of 900 MW. The
country is facing acute energy crunch, 14 hour power cut every day thus hobbling the
possibility for industrial development. Political strikes and increasing production costs
add other woes. To boost faltering economy, and strengthen its fast losing international
competitiveness, expansion of hydropower, and alternative source of energy is
essential. Decline of manufacturing in Nepal squeezed employment for workers and the
country’s export competitiveness. The contribution of manufacturing sector to GDP is
only 6 percent. The return of populism, security vacuum, and weak property rights
scare both national and foreign direct investment in manufacturing sectors necessary
for economic growth, technological progress, and social justice. In this context, the
solidarity of sub-national units to strengthen local self-governance with the capacity
and autonomy to define local social, economic, and cultural development is essential.
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State-building from below requires surplus region to help the deficit ones in the
framework of national development.

Stabilizing climate requires schemes for converting wind, solar, hydro-power, bio-fuel,
and geo-thermal power into cheap energy. This also requires reordering fiscal priorities
in response to the new threats to human security (Brown, 2006: 250). Nepal’s annual
economic growth of 3.2 percent barely balances population growth of 2.2 percent,
reduces the level of poverty of around 65 percent and ensures social peace and
stability. Inequality and stifled opportunity have caused violence—individual and
collective (Tilly, 2006:159) and massive shift of population from rural to urban areas
which is already marred by congestion, shortage of water, poor sanitation and dirty air.
Nepal’s location between huge landmass of Asia-China and India, its entry into SAFTA,
BIMST-EC, and WTO and stable relationship with EU have opened the prospect for
increased market access of Nepalese products. But, there are many non-tariff barriers,
such as environment, labor and quality standards (Khanal, 2011: 1). The increased
market integration at the higher level would not be sustainable if it is not accompanied
by societal goods, reduction of capital cost in production, social support of peasants
and workers in environmental protection, and removal of internal barriers to national
market integration. Exploration of alternative energy can enhance Nepal’s security by
reducing dependence on vulnerable oil supplies. Nepal would also gain political clout by
boosting regional cooperation, pooling of regional resources to address post-state
challenges, and fulfilling transformation.

“Markets have a strong tendency to reinforce the status quo. This means that poor
countries are supposed to continue with their current engagement in low-productivity
activities. But their engagement in these activities is exactly what makes them poor. If
they want to leave poverty behind, they have to defy the market and do the more
difficult things that bring them higher incomes—there are no two ways about it”
(Chang, 2008:210). Its real problems are: inadequate infrastructures, lack of internal
market integration, weak production, incapacity to supply, and poor standards of
goods. As a result, import is six times higher ($3.6billion) than exports causing annual
trade deficit of $633.80m. External aid has become essential to cover the balance of
payment deficits, remove the gap in governance between security and development,
and drum up support for peace building. This means post-conflict Nepal needs leaders
who have the vision and character to utilize external resources such as foreign aid, debt
relief, and direct foreign investment for self-sustained development. Weak politics has
created dependency culture, and caused leadership failure in constructing rules, legal
premises, and supportive policy for work and wages while alarming surge of strikes
rendered the authority of government ineffective. Nepalese state, therefore, needs to
restore political authority through the intermediation of state institutions, solve
problems of broad-based inclusive economic growth, bring opposing interest groups,
and best talents to endorse the framework of social justice, and support economic
actors’ competitive strength in market efficiency. These are the necessary steps to heal
the post-conflict society. If Nepalese government is able to stabilize its economy, it will
regain freedom of policy. Future institutions require those leaders who provide
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“combinations of spiritual, emotional, and material rewards meeting the needs of
people who are already seeking to participate in simplifying and purifying the world”
(Tilly, 2006: 169). But it remains unclear where the new leadership will come from
when the society is now being re-tribalized, and politics is used to extract economic
rents. Strengthening national economy is essential to strengthen the state’s capacity to
deliver.

Leadership Roles in Structural Shifts

Nepal’s participation in the global modernization has led to a wider opening of plural
interest groups within the country, new choices, and thereby ever-increasing
competition and conflicts for resources. Democratic rules of the game require non-
violent resolution of differences. The main challenge for leadership is to restructure the
national economy so that resources are diverted to meet the problem of basic needs
through a shift from revenue-based to production-oriented economic system.

The first task of the leadership is to expedite the production of contextual public
policies to increase minimum income to all than personal preference of powerful elites
to import the luxury consumption of goods for the perpetuation of social distinction,
class privileges, and fulfillment of external geopolitical and geo-economic imperatives.
Second, promote import-substituting and export-promoting agro-based, decentralized
industries so that backward linkages of industry with agriculture can be modernized.
This helps national industries to support agriculture’s ability to address food crisis,
more employment, and urban-rural linkages. They can also consolidate the forward
linkages with trade competitiveness. Establishment of import-substituting industries
based on national resources holds competitive potential than those established in
industrial corridors of southern Nepal which rely on the import of Indian raw materials,
processes through Indian migrant workers, export to Indian markets, and facilitate
capital flight. They survive on the marginal profit of custom differences, and contribute
less to national economy (Sharma, 2011:5). Replacement of Nepalese workers with
foreign workers and native businessmen with foreign ones does not promise for
sustainable development. So long as the nation’s survival rests on exporting labor and
raw materials and the state cannot control price of internal production it cannot
develop competitive spirit (Panday, 1987: 99). Third, disperse public goods from the
capital city, Kathmandu, to ailing periphery in small towns, rural and remote areas
through the state, private sector, and community organizations with competitive price
mechanism by abolishing the prevailing syndicate system which has increased the costs
of supply (Dahal, 2010:143-45). Fourth, maintain regional balance in taxation, equity,
and redistribution of development through decentralization measures based on the
principles of subsidiarity. Fifth, promote a judicious balance of the rights of majority
and minority groups of society in a model of communitarian action. And finally,
optimize the interest of subsidiary identity oriented forces who are demanding multi-
nature of resource claims—self-determination, prior use rights on land, river, and forest
and ethnic, geographical, linguistic and cultural determinism of politics.
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Political parties of Nepal have not developed a habit to become system-sensitive, and
provide civic education to citizens for democratic participation in wealth-creation,
institutionalization of policy dialogues between government and society, and rebuilding
participatory institutions for self-governance. Rather they in a competition with rival
parties over issues, interests, identities, and values continue to instrumentalize class,
caste, ethnicity, region, religion, and territoriality for the expansion of electoral
constituencies, caused enlightenment deficit, and fuelled the sources of multi-
structural conflicts. Obviously, these traits mark the coming crisis of Nepalese
citizenship and the erosion of national identity. Pluralistic society often requires
dialogue, interest reconciliation, and consensus on national initiatives.

Change Agents for Social Justice

The Nepali state’s fundamental economic objective is to “transform national economy
into an independent, self-reliant, and progressive economy through equitable
distribution of economic gains based on social justice and elimination of economic
inequalities.” Political parties in the CA have agreed to set up an economy governed by
“independent development of public, cooperative and private sector and their
contribution to national development.” Nepal’s political system developed through the
interplay between negation of rival, and segmented incorporation of dynamic sectors
of society such as Dalits, women, Maoists, Madhesis and Janajatis has replaced the old
patron-Pancha relationship by new patron-client ties. A property right is an incentive
for economic performance. But, due to weak state and competing armed groups law
enforcement on property rights has become difficult in Nepal. As the marketization
process introduced the differentiation of social classes and interests, newly constituted
institutions and federations of women, Janajatis, indigenous Tharu people, Dalits,
youths, etc openly contest the legitimacy of the new order created by the Interim
Constitution which, by definition, could not satisfy the legitimate aspirations of many
without structural reforms. The social contract, a workable Nepalese constitution of
future, to become legitimate in people’s eyes requires democratic accountability of
leadership, and social equity for the poor. What all Nepalese political parties have in
common is the goal of social justice, a justice which is also the lynchpin of social
democracy. Similarly, the transnational penetration of policy reform options, and the
global development consensus for shared growth hold the potential to standardize
social welfare state. The economy of tomorrow, therefore, should focus on: welfare
state, social market economy, funding of social security system, green growth, good
governance, rule of law and human rights, and upliftment of marginalized.

Welfare State

Unified “legitimate monopoly” on the power of state requires demilitarization,
democratization and integration of armed groups into civilian life so that it can prevent
the ecological, economic, and demographic sources of conflict. The articulation of the
role of state in national security, rule-enforcement, and political stabilization for the
improvement of personal security in every aspect of Nepalese lives is necessary for the
creation of business-friendly environment, and peace building. Nepal spends only about
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3 percent of its GDP in social security including health. The crucial challenge is: How to
make the poor stakeholder of the state? The welfare state is a social investment state
that provides the needy with new opportunities to help themselves (job training, new
qualifications, and support for self-help) (Meyer, 2000: 52). The Scandinavian states
provide active labor market policy, extensive redistribution through robust public
budget management, comprehensive protection against social risks, and life-long
learning (Jochem, 2011:1). Welfare state is based on a compromise between internal
welfare needs of people and the imperative of liberal international economic order. It
also acts as a buffer against the negative effects of globalization. “As political survival
and internal peace are more defined in economic terms, states have become
responsible for economic transformation” (Evans, 2005:122) particularly their roles in
social equity, and environment.

Nepal’s Interim Constitution has expanded more social rights to the people, such as
right to work, health, food sovereignty, residence, clean environment, etc aiming to
create a class-neutral, socially and ecologically embedded state, institutionalization of
tri-partite dialogue, expansion of workers’ rights, welfare measures, social inclusion,
and sustainability. These measures can be achieved only if there is a robust, inclusive
economic growth to finance substantial social development, and social security. The
reorganization of peasants and workers into cooperatives, saving and credit
institutions, consumers group, Youth and Mothers’ Groups for small-scale enterprises,
learning centers, etc and some form of autonomy can liberate them from hierarchical
control, hopeless alienation, gender inequality, and poverty and change the rural power
structure. Retraining and education opportunities upscale the Nepalese workers’ ability
to compete in new job markets created by technological innovation, trade, and finance,
and enable them to organize collective action at various levels.

Social Market Economy

Nepal is undergoing a fundamental transformation in its socio-economic structures and
in its links to the international system. The political discourse framed by the CA
indicates a version of the social market economy, a third way, between Anglo-Saxon
oriented Washington Consensus-based development strategy which Nepal has
practiced so far, and the Chinese model built on state control. The formal model has
“paid too little attention to issues of equity, employment, and competition, to pacing
and sequencing of reforms or how privatizations were conducted” (Stiglitz, 2006:17). In
contrast, the dramatic poverty reduction of China is mainly attributed to investment in
agriculture sector, education, health, rural electrification, equitable distribution of land
rights, regional economic decentralization, and high female participation in the labor
force (Bardhan, 2010:7) than its integration in global economy. But, the Nepalese elites
are less attracted with the Chinese model of political economy.

The third way social market economy is the most appropriate choice for Nepal because
it can provide a common political ground between left-right divide, a mechanism of
resolving contradictions within capitalist democracy and better minimum wage to
support lifetime capability enhancement and welfare (Mishra, 2010:8) of Nepalese
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people. It does not subordinate politics and government to the dynamic properties of
market or class imperatives. Instead, it allows politics to: coordinate market for
common good, maintain a balance between productivity and social aims, support the
welfare state, and provide people all five sets of human rights— civil, political, social,
economic and cultural, inclusive political process and agreement on social justice
(Sperling, 2005:22) as they are embedded in Nepal’s constitution, plan documents and
international obligations. Defense of civic freedom, together with public ownership of
the means of production in vital areas, can temperate the class, gender, regional and
digital divides, and captures the synergy of development (Acharya, 2011:14).

The politics of social market economy in Nepal has to enable financing these rights and
“reclaim the state for society as an instrument to regulate and contain disembodied
capital” (Levitt, 1995:14) which has only boosted the returns of financial capital, and
knowledge capital. The ability of peasants and workers to move to co-determination of
public policy based on new social contract in Nepal requires linking constitutional law
to public policy, and the operationalization of the right to development from bottom up
by engaging people in planning, administration, budgeting, and monitoring of
development. In this sense, the new economic policy aims to rectify “class, caste,
ethnic, gender and regional disparity” articulated in the Interim Constitution of 2007 by
reversing rising economic insecurity, and income inequality, and curbing the rewards
for unprofitable, and unethical corporate behavior, decentralization of decision making
power to encourage the participation from the grassroots in the entire project cycle,
and implementation of “a common development concept” articulated in the peace
accord. This concept presumes the conservation of biodiversity, and ecosystem, policy
coordination among various actors, and financing distributional aspects of governance.
A unified labor power based on the social solidarity of public interests can help
maintain democratic control over economy, peaceful accommodation between capital
and labor, and prevent workers’ race to the bottom.

Peace-creating and welfare-enhancing system cannot be created by just a growth in per
capita income, helping favorite oligarchs, bank defaulters, tax-evaders, illegal
privatizers of profit-making public industries, consultants, and clients who do not have
any accountability for the results of mal-development. A UNDP report entitled “/llicit
Financial Flows from the Least Developed Countries: 1990-2008” revealed that $9.1
billion in capital was siphoned out of the country during this period from Nepal. On an
average $480.4 million went out of the country annually earning 6" position among the
Least Developed Countries. Post-conflict economics of peace requires improving human
development indicators, ensuring that climate adaptation funds reach poor people
especially in the areas of their vulnerability to climate variability, disaster risk reduction,
and build synergies with groups working on gender, indigenous people, Dalits, workers,
food security, climate change, fragility of mountains, and disaster preparedness. The
heating of global temperature is viciously melting Himalayan glaciers, looming glacial
lake bursts. Nepal is also facing deforestation, erosion of fertile soil, decreased
productivity, loss of biodiversity etc. It is threatening the livelihoods of people in
various ecological zones, and creating social fractures between classes, and
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generations. A poverty eradication effort that is not accompanied by an earth
restoration effort is doomed to fail (Brown, 2006: 256). The solution of these problems
requires alternative economic measures that supports programs and projects for
environment-sensitive social enterprises “which are holistic and enhance the value of
reciprocity, equity, solidarity, and interconnections” (Corpuz, 2008). Nepal has already
submitted its National Adaptation Program of Action to UN Framework Convention on
Climate Change (UNFCCC) whose execution requires at least $350million.

Funding of Social Security System

The welfare objectives such as economic growth, full-employment, and social
development have become the responsibility of the elected government though it can
engage the private sectors, civil society, and international community in achieving
them. For the dignified work, social security scheme has been defined by the
International Labor Organization (ILO) Convention 102 as a rights of workers and they
are entitled to get unemployment benefit, health care, sickness, old age, accident
benefits, care of family and children, maternity protection, disability, dependency
support, etc.® In Nepal, for social security permanent worker invests 10 percent in
provident fund and one percent in a separate social security. The employer adds overall
25.38 percent (10 percent to provident fund, 8.33 percent for gratuity, 2.05 percent for
medical treatment, and 5 percent for maternity expense, and other contingencies). The
state’s share in it becomes 25.38 percent. If the proposed social security scheme is
based on ILO Convention 102 it has to adopt four basic schemes—medicine, accident
coverage, maternity protection and unemployment insurance (Rimal, 2011).

On social security, Nepal has adopted allowance for senior citizen above 70 years,
single woman, widow above 60 years and the disabled; financial grant for the poor
children of Karnali and Dalits; Education-For-All scholarship for children of Dalits,
disabled, marginalized, conflict-affected, and children of Karnali; maternity protection
facility in hospitals; Karnali Employment Scheme for unemployed; modest financial
support for the 10 disappearing tribal groups; and health facility twice for senior
citizens above 60 years (Rimal, 2011). These schemes are necessary to complement the
household income for the fulfillment of basic needs and keep the life going but not
sufficient to lead a life of dignity, not even sustainable for the long-run given the

6 Nepal has not yet settled the discourse about social security. Among the three social
dialogue partners only the trade unions are pro-actively engaged in defining the social
security and have proposed to cut one percent of their salary for social security fund which
can benefit 2 million workers. But the tripartite arrangement should bring all 10.7 million
Nepalese workers under this scheme. For the democratization of labor market relations a
tripartite body of the government, employers and trade unions have drafted separate laws
and working to integrate all of them with revision. They are: Labor Act 2048 BS for the
creation of flexible employment environment; New Social Security Law and Unemployed
Concession Act to protect workers from unnecessary hire and fire; Revision of Trade Union
Act 1949 to institutionalize social dialogue; and National Labor Commission Act for easy
and speedy adjudication of justice (Rimal, 2011:10).
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continuation of stagnant economy, and inability to break the traditional mode of
production, appropriation, domination and control. The plight of domestic workers is
wretched as ILO 2010 report “Decent Work for Domestic Workers,” considers them as
“overworked, underpaid and unprotected.” Without social security, their lot cannot be
improved. The main question is: how can the state and trade unions maintain social
solidarity between the informal and informal sectors and compete with their new rivals
NGOs, civil society, and identity-based various groupings? How can trade unions and
Employers’ Council transcend their class interest to work together for the common
interests of all Nepali citizens for sustainable development?

Green Growth as Sustainable Destination

The post-global economic crisis agenda of an economy of tomorrow is legislative action
in the area of environmental sustainability, control climate change and use alternative
energy sources to break the vicious heating of atmosphere by about 1 degree
Fahrenheit in the last century. It is scorching fields, reducing water level, and
acceleration of the fast melting of Himalayan glaciers, risks of lake burst and the rise of
sea level. Solution to these requires taking into consideration efficiency of resources,
low carbon emission, sustainable energy sources and production system. It articulates
the restoration of the economy’s natural support system, stabilization of population
growth, wage-led economy and eradication of poverty. The nature’s ecosystems are
cyclical. The waste of one become foodstuff and fodder for the other. In contrast,
industrial system is linear (Capra, 2004:204) as the release of its wastes unleashes chain
reactions which are too much for the planet to absorb.

Economy is also discriminatory causing over accumulation, exploitation of people,
breakdown of local communities and ecosystem, and feral conflicts for resources unless
it is properly regulated by the state. In this context, mitigation of climate change
requires capacity building, transfer of technology and resources for adaptation of new
green technologies and reforestation. Nepalese planners have to rebuild its faltering
economy and manage hydropower, forestry, biodiversity, and engage in disaster
preparedness. Shifting the tax burden away from ecological products and subsidy to
alternative energy resource can alter consumer behavior as well as contribute to
mitigation and adaptation measures. Market gains from trade and investment can be
“achieved through increased integration between macroeconomic policies and labor
market and social policies, for example, by making employment creation a targeted
macroeconomic objective alongside low inflation and sustainable public budgets”
(Somavia, 2011:9).

Good Governance, Rule of Law and Human Rights

Strengthening of democratic processes and institutions, rule of law and government’s
accountability in effective service delivery can improve the conditions of human rights.
The democratic framework for people’s participation can make the governance
accountable and transparent, broaden partnership, and exchange experiences and
ideas. Nepal has adopted three measures so far: stakeholders’ participation in
development policy making, public engagement, and participation in constitutional

60



dialogue, and inclusion of the right to information in the constitution. Citizens’ right to
information is instrumental for controlling corruption and transparency of decision
making. The six pillars of second Three-Year Interim Plan of National Planning
Commission are:

e Achieve pro-poor and employment-generating, sustainable, and broad-based
economic growth with the concerted effort of all sectors-the state, private
sectors and civil society;

e Infrastructural development with due consideration to federal structure of the
country, and provincial economic growth;

e Social inclusion, and social justice-oriented development for sustainable
peace;

e Socio-economic transformation of the country by strengthening financial and
social services;

e Result oriented development works to support good governance and effective
service delivery; and

e Strengthen economic growth and its sustainability by streamlining
development of private and civil society sectors, industrialization, business,
and other service areas in the national development.

Ensuring the Rights of Marginalized Population Working in Informal Sector

Support to agriculture beefs up the informal sector, small enterprises, and artisans. The
poor in informal sector needs access to land, water, credit, seeds, education, and
technology. These are also the basic necessary condition for better exchange relations
between urban and rural areas, and formal and informal ones for social transformation.
A basic reform in public revenue by progressive taxation with regard to the integration
of informal sector workers in social security and access to education, health, and
income of marginalized groups are essential preconditions to dynamize the informal
sectors as they equally contribute to national economy like organized sectors, and
mediate between the citizen and the state. Grassroots civil society, NGOs, community
organizations, and local federations express various needs of people, conscientize them
about their rights and duties in a broader national and global framework of social
justice, and provide alternative services from the state agencies and social
cooperatives, the latter has the potential to augment collective form of capital
ownership. The increased rights of women and their representation along gender
equality will erode traditional institutions’ gender and caste biases, weaken the elite
capture of resources, and make local economy competitive in the future. Budgetary
allocation to agriculture, coordination on agricultural trade, investment, and financial
markets and increase in the productivity of farmers can lower consumer prices, and
increase the income of rural population.
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Conclusion

The economy of tomorrow will have to be compatible with nature, culture, society, and
life-world and also inspire social solidarity of international community. In other words,
only a system-sensitive economic policy can construct effective response, and scratch
out a better future based on a balance of eco-centric economy with the satisfaction of
human needs. Crisis occurs at a time of big technological change as majority of citizens
cannot exploit its benefits due to its selective application by ego-centric capitalistic
elites, reduces the wages of unskilled workers, and even limits politics to clientalist
network. In this context, social learning is essential to respond creatively to
organizational change, and social transformation. Nepal is craving for a national leader
who could stand above partisan instinct, set standard for others to strive for, exalt
historical achievement of statehood, and muster legitimacy for the implementation of
vital national tasks: a new constitution, structural reforms, and durable peace based on
the democratic aspirations of citizens. Constitution limits the oppression of opposition,
and minorities, and total seizure of private property through high stake redistributive
struggles through the optimization of interests of various stakeholders in the ecological,
economic, and political system.

Change in the nature of politics from divide and rule, command, and control of
downtrodden to participation, communication, and coordination has marked a shift of
economy from hierarchal operation to partnership. It has unfolded new opportunities
for workers to be adaptable to change in technology, communication, industry, and
society. Sustainable development requires bold policy innovation in developing
renewable energies, not just adoption of external policy prescriptions regardless of
contextual relevance, as current opening has provided unusual freedom to push bold
development policy measures and hold the governance accountable for securing rights
of people in consonance with sustainable production process. While the private sectors
can be the locomotives of innovation, investment, and economic growth, the public
sector as strategic area should seek inclusive social transformation based on interest
reconciliation. High level investment in localized production, employment
opportunities, social protection, and safety nets can enable Nepalese people to take
risks and make prudent choice beyond homocentric economy that serves the same class
of elites and fosters a culture of collective survival of all living species. The priorities of
post-conflict Nepal are still connectivity of the recovery and reinvestment, sustainable
livelihoods, education, adaptation to climate change, infrastructural development,
alternative energy, communication, decentralized production, and distribution
measures to satisfy survival, well-being, and spiritual needs’ (Galtung, 1996:129) of
people. The resolution of ecological crisis of today requires an economy that moves

7 Galtung argues that we can summarize these needs under the “headings of identity,
something with which to identify in nature, personal, social, world, time and cultural
spaces, giving meaning to life; and freedom, defined partly as mobility in world space, social
space and inner, personal space; with the possibility of making choices” (1996:129).
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beyond ego-centric, homocentric, anthropocentric calculation, cares the nature, poor,
and future generation and system-integrative in nature.
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Knowledge Management in Government
Some Perspectives

Ram Babu Nepal*

1. Introduction

The capacity and performance of government agencies and the quality of the
services they provide substantially influence the law and order situation and socio-
economic well being of citizen which eventually contribute in building trust in
government. Organizations either public or private should promote a culture of
knowledge sharing and learning to build capacity and also to secure benefits from the
knowledge possessed by its members. Efficient and effective management of
knowledge resources® and intellectual assets developed and secured over a period of
time is critical to enhance the capacity of public officials and government agencies to
improve performance and to stay relevant.

This article aims to discuss the concept of knowledge, its management, potential
issues and prospects.

2. Concepts of knowledge and knowledge management

One of the basic features of human or organizational life is the creation,
analysis, processing and dissemination of knowledge to make a sense of things.
Knowledge is the sum total of awareness, information, skill, consciousness or familiarity
gained through experience, education, self-study, training, observation and
comprehension of processes and events, application of technical skills, work and
focused dialogue/interaction with colleagues and clients. Knowledge is “intrinsically a
human characteristic manifested in the thinking, learning, artistic, behavioral, and
problem solving capabilities of human beings acting in a social context”.® Knowledge is
applied to plan, to solve problems, to form judgments and opinions, make decisions, to
formulate programs, projects, to improve performance, to secure benefits from
innovations and good practices and to identify best options to achieve results.

*Mr. Nepal is a Former Assistant Auditor General - Office of the Auditor General, Nepal.

® In this article, writer widely uses the term knowledge resources. It encompasses data,
information and knowledge. Data is a set of discrete and objective fact about an event.
Information is a message contained in a document or in an audible and visible
communication tools. Knowledge is intangible as well as intellectual capital that
combines ideas, understanding, lessons and know-how built through work
experience, use of skills, interactions and accessing resources that adds value and
supports building capacity of an individual and the organization he/she is engaged.

8 Sami AlBanna - Knowledge Management and Strategies for Development in a
Rapidly Changing Global Environment, 2000, p. 12
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Knowledge needs to be constantly reviewed, assessed and updated to make it relevant.
It is very important for career advancement and personality development. Knowledge

is:

The core of human competencies and encompasses information and skill that
have practical value in making decisions, performing tasks and evaluating
results;

Synthesis of information or what an individual knows, the state of knowing
which has a purpose that tells about the context and the consequence of
events; and

Built and enhanced through education, self-study, training, work experience,
focused dialogue and participation in social and professional interactions.

The processes of managing institutional and personal knowledge are different.

“Institutional knowledge is the collective knowledge of all members of an institution.”’
It is the combination of ideas, understanding and lessons learned over a period of time
and accessible to the future members of the institution. Organizing, linking and sharing
institutional knowledge helps employees do their jobs better by making relevant
information available as needed. A learning organization fosters critical thinking that
anticipates and adopts change rapidly, thereby, produces innovative solutions. An
individual uses his/her knowledge for personal advancement. But at the same time that
knowledge can be used for improving performance of organization he/she is associated
with. Knowledge can be categorized as follows:

General knowledge — It is gained through socialization, education, self-study
and observation. It helps widening the vision of the individual which can
ultimately be reflected through his/her performance including the quality of
communications.

Specific knowledge — It is created and advanced through study, training and
working in a particular institution, work environment and contributes to build
expertise in certain field or discipline.

Explicit knowledge — It is captured, documented and maintained in the forms
of records, databases, publications and transferred with reasonable accuracy.

Tacit knowledge — It is hidden (invisible), highly personal and hard to formalize
and gained through a process of interaction, debate, trial and error method,
socialization, observation, on-the-job training, mentoring, joint activities i.e.,
meetings and teaming up for a specific project and interaction with
stakeholders. Its transfer can be facilitated by personal contacts, experience
sharing and telling of stories.

Factual knowledge — It is in-depth understanding of specific event or case,
context, procedures to be complied with to ensure rule of law, legitimacy of

9 Nuclear Knowledge Management, Glossary of Terms, International Atomic Energy
Agency, 2005, p. 11
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the works accomplished, the results achieved and lessons learnt. Person
involved in the development, approval, implementation, monitoring and
evaluation of a specific policy, program or project possesses such knowledge.

e Social knowledge — It is the understanding of social issues by building
networks, managing interactions and concluding negotiations among
competing forces.

An organization should adopt strategies to promote, retain and share
considering specific nature of knowledge resources created within organization and/or
received from external sources. However, all of them should be structured, referenced
and maintained in a systematic manner to facilitate transfer and retrieval.

Knowledge management (KM) is a systematic and integrated process of creating,
capturing, analyzing, preserving and disseminating knowledge resources. It is about the
application of systematic approach of organizing such resources, ensuring their flow to
the right people and at the right time. “KM is a wide concept involving the processes of
identifying and collecting relevant information and knowledge currently available, its
classification and storage, timely dissemination and updating".:lo It boosts the efficiency
and effectiveness of organization by creating, obtaining (receiving), analyzing, verifying,
preserving, retrieving and disseminating knowledge resources and also enables to
create new knowledge to achieve objectives. “KM is a set of processes, practices, and
management philosophies that exist to collect, process, store, and make available the
organizational knowledge that enables government agencies to be more proficient and
competitive in the delivery of public service”." KM is both art and science of building a
learning organization that is committed to continuous improvement and optimizing the
knowledge, skills and abilities of the members of organization. Its main features are as
follows:

Efficient management of knowledge resources depends on the competencies
of people, their intuition, ideas, behavior, learning culture and attitude,
motivation to acquire, preserve and utilize knowledge. Mutual trust must be
built to acquire knowledge resources and to encourage sharing and
transferring.

KM provides reliable and relevant knowledge resources at the time of need to
achieve organization’s strategic objectives and preserves those resources in a
systematic manner.

KM is an on-going process. As change is inevitable, knowledge identified as
critical at a certain point of time may not remain equally relevant in the future
for a number of reasons. Therefore KM should encompass the system of

10 Knowledge management in the United Nations System - Report of the Joint
Inspection Unit (JIU/REP/2007/6), 2007, page 3

11 David E. McNabb - Knowledge Management in the Public Sector, Prentice-Hall of
India Pvt. Ltd., 2007, p. 22
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reviewing, testing and updating knowledge resources. However, knowledge
that was relevant in the past should not be fully discarded.

KM plays complimentary role in enhancing an organization’s effectiveness by
preserving knowledge resources developed over the years making them
available to users at the time of need.

There is a general perception that KM is about the use of information and
communication technology (ICT). It is one of the critical elements of KM, but is not
limited to it. An efficient KM system requires good understanding of organization
culture and mindset. A favorable policy environment and integrated management of
people, process and technology are fundamentals to enhance the effectiveness of KM
in an organization.

3. Importance of knowledge management

All organizations manage knowledge resources every day. Those who succeed in
managing these resources efficiently can secure optimum benefit, stay relevant and
move forward with confidence. An efficient KM system saves time and resources.
Achieving national prosperity does not only depend on the quantity of resources owned
but also on the support and dedication of people and their knowledge and the capacity
to use it efficiently. The evolution of human society shows that knowing is winning and
knowledge makes people and organization powerful. “Knowledge and innovation have
played an important role in the development of society throughout history. The key to
economic success is always linked to the advances in knowledge creation and
innovation and the ability to translate that knowledge into products and services.”
People and organization that manage knowledge resources (review, update and use)
efficiently contribute substantially in raising the standards of living. “Understanding
how people and societies acquire and use knowledge — and why they sometimes fail to
do so — is essential to improving people’s lives — especially the lives of the poorest."13
Analysis of the reasons of the economic success reveals that the advances in knowledge
creation, innovation and the ability to translate that knowledge into specific products
and services always played a lead role in achieving success. The good reasons to pay
greater attention in strengthening KM systems and practices are as follows:

The skill to identify critical knowledge resources and use them in an objective
manner enhances competence, develops confidence and leads to effectiveness. A
well structured KM system helps to achieve efficiency, to acquire, store and utilize
knowledge resources efficiently, to gain insight and understanding from own
experience, to ensure that decision maker has been supported by reliable and
relevant best information to make informed decision, to empower people, to stay

12 Suliman Al-Hawamdeh - Knowledge Management: Cultivating Knowledge
Professionals, Chandos Publishing, 2003, p. 1

13 About the Report - Knowledge for Development, World Development Report 1998,
www.worldbank.org
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4.

ahead of competition, to maximize organization’s capacity to manage intellectual
capital and to protect it from decaying.

The world is becoming a global village. Liberalization, globalization and the
adoption of open market policies have promoted competition. Economists,
development workers and business managers are seeing the birth of a new global
economy, where knowledge is outstripping material resources and capital as a
source of wealth. “Knowledge is one of the main bases of competitiveness. The
traditional factors of production (capital, markets and raw materials) remain
important but increasingly secondary to knowledge in establishing
competitiveness in the new global market pIace."14 Promoting measures that
support in making organizations competitive is crucial for survival. Knowledge or
intellectual capital is the lead factor that enhances competitive capacity and
higher.

Efficient management of knowledge resources helps utilizing other resources
properly, enhancing the return on capital, incorporating knowledge into the
development strategy, creating capabilities to absorb and adapt new tools,
disseminating knowledge and investing wisely in technology.

Every member of an organization makes some decisions. Historical information or
contextual knowledge plays significant role in making right decisions. A well
functioning KM system can provide useful information to make informed decision.

Substantial resources are used in developing policies, plans and strategies and
may be implemented in collaboration by multiple agencies or independently.
Credible contextual knowledge may be required to address critical issues that
emerge in course of their implementation.

Organizations have to continue their operations even people with critical
knowledge change or leave. An efficient KM system can improve performance,
ensure continuity and consistency in the ways of doing things, save resources in
making decisions by retaining critical information and bridge the information gap
between the departing and incoming employees. Systematic process of managing
and transferring knowledge helps new staffs to learn about the work procedures,
resources. Contextual knowledge is very useful to evaluate the results achieved.

KM in Government: Strategy and Implementation
As mentioned earlier, knowledge is crucial to improve the efficiency and

effectiveness of organizations. Managing knowledge resources is a regular feature of
government organization. However KM gained prominence in recent years mainly
because it has been well recognized that having stock of knowledge resources alone is
not sufficient if those resources are not well organized (properly indexed, linked,
reviewed, updated and preserved) to facilitate easy retrieval and access in the future.
Development requires closing gap not only in human and physical resources, but also in

14 Sami Albanna - op. cit., p.2
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knowledge. Organizations must seriously consider the ways of managing intellectual
capital and knowledge resources to address the challenges emerging from the rapid
changes in internal and external environment.

Business and multilateral organizations are developing KM processes, tools and
techniques to save resources, to enhance competitive capacity by improving
performance, to enhance efficiency in service delivery and to ensure optimum benefits
from innovations. Governments are moving ahead to manage knowledge resources as
one of the means to develop public administration and to improve governance. It was
born out of the need to achieve better productivity and effectiveness from the
intangible assets or intellectual capital. The main purpose of strengthening KM in
government is to bring strategically important knowledge resources into effective use.

One of the conclusions of the survey carried out by the Organization for
Economic Cooperation and Development (OECD) on the KM practices of ministries,
departments and agencies of central government in member countries (2002) was that
“KM ranks high on the management agenda of a good majority of central government
organizations across OECD Member Countries.”™ In those countries KM is referred to
“a broad collection of organizational practices related to generating, capturing,
disseminating know-how and promoting knowledge sharing within an organization and
outside world, including:

a) Organizational arrangements (decentralization of authority, opening up
bureaucratic divisions, use of information and communication technologies
etc.).

b) Personnel development (mentoring and training practices, mobility etc) and
management of skills.

c) Transfer of competencies (database of staff competencies, outline of good
work practices etc.).

d) Managerial changes and incentives for staff to share knowledge (staff
performance, assessment and promotion linked to knowledge sharing,
evolution of the role of managers, etc)."16

The survey highlighted that KM is important mainly because knowledge has
become a critical determinant of competitiveness for the public sector, aging civil
servants and faster staff turnover that are creating new challenges for the preservation
of institutional memory and the training of new staff. Knowledgeable citizens expect
that government be capable to efficiently manage newly created knowledge by wide
variety of actors inside and outside government. As public policy goals have become
more ambitious and complex than before, government can achieve those goals by
building an efficient system of capturing and preserving knowledge resources and using

15 The Learning Government, GOV/PUMA(2003)1, OECD, p. 5

16 Conclusion from the Results of the Survey of Knowledge Management Practices for
Ministries, Departments and Agencies of Central Government in OECD Member
Countries, op. cit., p. 4
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them in right time and in right place. A balanced mix of the following approaches can
make KM system effective.

e Mechanistic approach - focuses on the development of suitable software and
customization of commercial software for use of electronic media or ICT to
manage knowledge resources.

e  Cultural/behavioral approach - focuses on building work culture and
organizational behavior that encourage people to share, transfer and preserve
knowledge resources and making every member of organization responsible to
play respective role in KM processes.

e  Systematic approach - focuses on on-going process built in organizations to
refine and update knowledge resources and analyze problems and identify
measures to resolve them.

e Efficient and effective KM system requires combined and balanced attention
on the policy, process, people and information technology.

(a) Policy — The first step in strengthening KM system is to create a supportive
environment by establishing KM policy. The objectives and focus of policy should be:

e to communicate that government attaches great importance to KM and
committed to manage knowledge resources in an efficient and effective
manner;

e to instill the sense of belongingness in employees in KM and highlight their
active role in building the future of organizations by promoting the culture of
knowledge sharing and learning;

e to consolidate knowledge base to support organizational change;
e to create opportunities to adopt changed situation.

It is important to determine and assess the degree of awareness on how well
knowledge resources are managed although all government agencies make decision
taking into consideration employee’s knowledge and experience. “Knowledge
management programs are typically tied to organizational objectives and are intended
to achieve specific outcomes, such as shared intelligence, improved performance,
competitive advantage, or higher levels of innovation.””” The KM strategy should
highlight various tools and techniques that can be used to manage knowledge
resources and role of different agencies, the need to categorize knowledge resources to
facilitate smooth operation and provide an outline for preserving and maintaining
knowledge resources and establish coordination between people, process and
technology. KM Policy and strategy should give thrust to how protect old knowledge
resources and capture knowledge created everyday. The common tools and techniques
of KM can be as follows:

17 Knowledge Management - Wikipedia - the free encyclopedia, www.wikipedia.org
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e Post review of actions — This help to learn lessons for the future and improve
current practice.

e Community of practice — Staffs performing similar jobs sit together periodically
and review how well they are doing, what are the opportunities for
improvement and how knowledge they gained can be preserved and made
accessible for potential users in the future. On the basis of experience gained
and results achieved, best practices guide can be developed to

e Conducting knowledge audit — It is about systematically identifying knowledge
needs of organization, sources of knowledge, their flow and measures that can
help improve the flow of resources and make knowledge accessible.

e Exit briefing — This means outgoing staff providing briefing to his/her successor.
In case successor is not available, supervisor may designate other appropriate
staff to be briefed and pass on the information to the new staff upon joining
the organization.

e Story telling — It is a traditional and widely used tool of sharing knowledge. Its
effectiveness normally depends on the capacity of story teller’s capacity to
make story interesting to listeners. This is about telling what were critical
issues, how they were addressed to achieve success. This helps sharing tacit
knowledge.

e Knowledge harvesting — This is about building knowledge base by listening from
top performer or expert about the major steps taken upon completion of a
specific task or project. “The ultimate goal of knowledge harvesting is to
capture an expert’s decision making processes with enough clarity that
someone else could repeat the same processes and get the same results”.'®

This also helps to transferring tacit knowledge to explicit knowledge.

e Social networking — This is about identifying people with specific expertise and
building their network to encourage sharing of knowledge and experience.
People in different organizations may also form such network so that they can
benefit mutually.

(b) Process — A systematic process is crucial for the efficient management of
manage knowledge resources. Such process should be developed taking into
consideration the nature of operations, geographical dispersion, stakeholders, types
and interrelation between the elements of knowledge resources. It should facilitate
free flow of information, sharing of knowledge and encourage innovation in products
and services, informed decision making and sound relationships with stakeholders. In
establishing a KM process, one should focus mainly on the processes related to the
following:

e (Creation, capture, verification, analysis and classification — Knowledge
resources are created within an organization and received from external

18 ABC of Knowledge Management - NHS National Library for Health, p. 36
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sources. A government agency may work in partnership with other
government agencies and many other external agencies. Vertical horizontal
flow of information is a common practice. Knowledge created through
innovation, application of skill (work), study, focused dialogue and interaction
should be verified, analyzed and classified before preserving. Explicit
knowledge can be captured and maintained in the form of records, documents
and in electronic format including microfilm at various stage of its
development. Accuracy, authenticity, relative significance or reference value
of knowledge resources should be assessed and determined taking into
consideration administrative and legal requirements before preserving them.
Prevention of the preservation of unnecessary data and information either in
hard copy or in electronic format is crucial to ensure efficiency. Therefore,
establishing a practice of verifying documents and records management
retention period are critical to make knowledge resources useful and
pragmatic. “Organizations should define and document a policy for records
management. The objective of the policy should be the creation and
management of authentic, reliable and usable records, capable of supporting
business functions and activities for as long as they are required. Organization
should ensure that the policy is communicated and implemented at all levels
in the organization.”*® Every employee must carefully analyze what will be
implication and future value of the knowledge resources he/she create or
receive from external sources, as applicable, before taking action of getting rid
of them or preserving correctly.

e Management of knowledge repository — Knowledge resources should also be
given due care of preservation as intellectual asset as organizations take care
of physical assets. Deterioration in the quality of preserved knowledge
resources could create negative consequences. Physical security is critical to
properly preserve knowledge resources and maintain their integrity. Electronic
media is widely used in modern days for preserving knowledge resources.
However, hard copy is required for administrative and legal reasons. Proper
indexing and referencing of documents is necessary for efficient retrieval in
the future. The value of knowledge resources may become minimal if they
cannot be retrieved in the time of need and disseminated to potential users.
Special preservation measures should be taken if knowledge resources are to
be maintained for indefinite period. Microfilm can be an efficient tool to save
documents.

e  Handover — Employees are transferred to different jobs and locations. They
may also leave job for various reasons. Knowledge resources may get lost in
there is no proper system of handover. Generally, it is considered that an

19 Information and documentation - Records management, International Standards
Organization (ISO), 15489-1:2001(E), 1001-09-15, p. 5
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individual staff may leave or get transferred but records remain from which
new staff may start his/her task. But knowledge and experience gained by
working in a specific position can be very important for the new comer. People
do generally ignore the responsibility of sharing knowledge which could have
very significant contextual information. A system of exit briefing before the
departure of an employee must be established so that the chances of loss of
knowledge can be prevented to a great extent. Similarly, a proper format and
system of handover is crucial to ensure that knowledge is transferred to the
extent possible.

(c) People (human resource) — People play central role in achieving overall
objective of KM in enhancing productivity and effectiveness of organization. Other
elements become ineffective if there is absence of willingness to share, learn and use
available tools and comply with the basic procedures established. “The human factor in
knowledge sharing focuses on the drivers that trigger people to do what they do, on
the possible levels of a person, and on the roles an individual play in an organization.””
Education is vital to create new knowledge, to adopt the fast changing working
environment, new socio-political structures and to deal with the increasing amount of
information created every day. Transfer of tacit knowledge is closely linked with
people’s willingness. It “is the knowledge people carry in their heads. It is much less
concrete than explicit knowledge. It is more of an “unspoken understanding” about
something, knowledge that is more difficult to write down in a document or a
database”.”* Such knowledge is crucial because it provides contextual information
which can be very much useful to decision making. Tacit knowledge can be effectively
transferred and captured by encouraging people to share and learn and providing
opportunities for dialogue and interaction.

Knowledge sharing and transfer stimulates exchange of experience and
viewpoint (thoughts) which eventually refines and enriches knowledge. Transfer of
knowledge involves: transmission (sending or presenting knowledge to a potential
recipient) and absorption (understanding of transmitted knowledge). Knowledge not
absorbed by recipient is not transferred in real sense because it cannot help enhancing
performance. Approaches such as socialization, externalization, combination and
internalization help in sharing and transferring explicit and tacit knowledge.

e Socialization refers to logical application of social tools to motivate people for
knowledge sharing which includes formation of formal and informal groups.
These groups can support sharing of tacit knowledge between one-to-one and
from one to many.

e [nternalization is the process of understanding and analyzing knowledge and
then internalize it build up knowledge resources.

20 Paul van den Brink - Measurement of Conditions for Knowledge Sharing, p. 1,
www.onthebrink.nl
21 ABC of Knowledge Management - NHS National Library for Health, 2005, p. 6
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e Externalization implies articulating tacit knowledge to gradually convert it into
explicit knowledge. People with specialized knowledge and experience should
be encouraged to express themselves so that their unique experience can be
documented.

e Combination refers to the process of sharing and transferring explicit knowledge
and contextualizing such knowledge to enhance practical value and to support
improving current state and art of management.

Senior managers should constantly assess how well knowledge sharing is taking
place in and how tools such as training, succession planning, mentoring, job rotation
and cross training are applied to facilitate KM. Tacit knowledge cannot be transferred
without encouraging people to interact and share their experience, understanding and
skill. As knowledge is power, making knowledge widely available through sharing might
be seen as threat to career progression, hoarding knowledge becomes a natural
phenomenon. The system of reward and recognition can be introduced to encourage
knowledge sharing and reuse. A group of knowledge professionals can be set up in an
organization to support KM. Informal networks and community of practice can also
make positive contributions. Succession planning is critical to protect from the loss of
critical skills. Job rotation helps in bridging knowledge gap so that people can adopt
work environment efficiently. KM can be made more effective by making knowledge
sharing a formal part of job description and incorporating it into performance appraisal
process. Behavior and culture are two important dimensions of KM. Therefore,
organizations should build a culture of knowledge sharing and encourage individuals to
incorporate KM activities into their daily routines.

(d)  Technology — Information technology (IT) and electronic media has been widely
used in recent decades for a number of management functions including KM. As
physical storage is becoming expensive and less attractive for people, the demand for a
systematic electronic archiving system has been increasing. IT plays an important role
in organizing knowledge resources, facilitating dissemination of those resources,
connecting people who are working on the same project and achieve common
objective and providing easy access. IT is widely used to generate data and information
and to preserve them although it captures only explicit knowledge. “Collaborative
applications such as e-mail, calendaring, scheduling, shared folders/databases, and
threaded discussions promote knowledge sharing and transfer.”” Internet is well
recognized as the platform for communication and collaboration between people
around the world and biggest repository of knowledge resources. Technology adds
value in KM when it reduces cost, makes retrieval process less cumbersome and
facilitates knowledge sharing. Therefore, IT system should be developed considering
the business of the organization to make it useful.

2 gyliman Al-Hawamdeh - Knowledge Management: Cultivating Knowledge

Professionals, op.cit., p. 61
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Issues and prospects

Government needs to objectively analyze the issues that are impairing an
efficient and effective management of knowledge resources. The main issues on KM
are as follows:

e Awareness and organizational culture — Every member of an organization must be
aware of the need of an efficient KM system and the role he/she can play in
making it effective. However, this matter has not been taken seriously. A
collaborative organization culture is crucial to promote KM. Every member of
organization should be aware of the fact that he/she has a responsibility in KM.
Everyone possess unique knowledge on his/her area of responsibility although
some may have specialized knowledge. People should be prepared to share
knowledge taking into consideration to the sensitivity of information and
requirement to keep certain information within a specific group of people because
of confidentiality. It is always important to ensure that a gap is not felt in the
absence of an individual. Due attention has not been given to build collaborative
organization culture and the management of knowledge is mostly dependent on an
individual’s preference.

e Handover and briefing — A system of formal handover and oral briefing must be
established to make knowledge transfer effective. Regulation requires a system of
handover for transferred staff member and provide certain days for its
preparation. However, in practice handover sheet is prepared rarely and the
system of briefing by outgoing to incoming staff is almost non-existent. As a result
knowledge resources are lost and tacit knowledge remains without proper
transfer. This situation leads most staff members to state that | am not informed
what happened before and cannot answer. Service recipients are widely suffering
from the trend of irresponsibility.

e Lack of strategy — Government lacks a KM strategy and systematic approach which
resulted inconsistency and non-responsiveness. There is no clear vision to establish
a close relation between KM and the efficient and effective delivery of public
services. Strategy should clearly outline tools that can be and should be used for
KM and clear delineation of responsibilities in managing those tools and
monitoring the processes in place.

It would be worth quoting the finding of the UN office of Internal Oversight
Services in relation to prominent topic of Millennium Development Goals (MDGs) in
which UN agencies have to play a lead role. The UN OIOS report states “knowledge
sharing in support of the MDG’s is not sufficiently strategic, focused or well integrated
with organizational objectives. Different departments take different approaches to
internal knowledge sharing, which are mostly not systematic. The most common
knowledge-sharing tools, such as e-mail, meetings and websites, while useful, do not
work best in connecting staff seeking each other’s insights, experiences and ideas.
Information and knowledge sharing is not consistently integrated with daily work.
Mechanisms and processes capturing and transferring good practices, lessons learned
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and knowledge from departing staff are generally inadequate. Technology and
knowledge sharing is generally available but not always used.””®> As MDG is also an
important topic for Nepal and we may also review the status of knowledge sharing in
the Government of Nepal.

Potential factors that prevent effective transfer of knowledge and possible solutions
are as follows:**

Inhibiting Factors (Friction)

Lack of trust

Different culture, vocabularies and frames
of references.

Lack of time and meeting places; narrow
idea of productive work.

Status and
owners.

rewards go to knowledge

Lack of absorptive capacity in recipients.

Belief that knowledge is prerogative of
particular  groups, not-invented-here
syndrome.

Intolerance for mistakes or need for help.

Possible Solutions

Build relationship and trust through

face-to-face meetings.

Create common ground through
education, discussion, publication,

teaming, and job rotation.

Establish time and place for
knowledge transfers: fair, talk rooms,

conference reports.

Evaluate performance and

provide incentives based on sharing.

Educate employees for flexibility;
provide time for learning; hire for

openness to ideas.

Encourage non hierarchical
approach to knowledge; quality
of ideas more important than

status of source.

Accept and reward creative errors
and collaboration; no loss of status

from not knowing everything.

Educating people at all levels about what, why and how of KM and their
respective roles and responsibilities can contribute consolidating its systems and
processes.

23

Report of the Office of Internal Oversight Services, op. cit., p. 2
Davenpot, T. and Prusak L. - Working Knowledge: How Organizations Manage
What They Know, Harvard University Press, 1998, p. 97
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Ways forward

KM is a collective responsibility. Every member of organization should be

encouraged to make the best possible use of the knowledge resources created within
and received from external sources. The success of a KM system depends to a large
extent on how well members of an organization are enabled to deal with current
situation, envision and to create their future. The measures that need to be taken to
improve and strengthen KM are as follows:

Decentralization and delegation of authority — Knowledge possessed and
developed may be operational (technical or non-technical), tactical and strategic.
Right mix and use of all these knowledge is crucial to enhance an organization’s
capacity to respond changing needs and emerging challenges. Offices located at
field, regional and central level should be encouraged to manage their knowledge
resources considering their objectives, policies, plans and strategies. Senior
managers should recognize that knowledge resources at local levels are equally
important as central level. Delegation of authority emphasize that people at
various levels have the authority to adopt flexible approach to manage knowledge
resources considering organization’s objective and strategy.

Managerial capacity to facilitate knowledge sharing — As KM is emerging as a new
discipline, managerial capacity should be enhanced to enable managers to
facilitate and monitor the process of knowledge sharing both horizontally and
vertically. Knowledge resources of an organization is the sum total of collective
knowledge of people at various levels. Similarly, every staff should be enables to
use available KM tools and technology.

An incentive to share knowledge and information — Knowledge is a power. People
are reluctant to share and transfer knowledge and normally question why they
should spend time in sharing knowledge which could reduce their importance and
even challenge career opportunity. Certain incentive is required to encourage
people to share tacit knowledge so that members of organization feel that they
have required knowledge to manage operations.

e Investment and improvement in IT — Organizations are becoming increasingly
dependent on IT. It is critical to constantly review and update their IT capacity.
Investment to ensure sustainable delivery of IT services is essential to improve
KM infrastructure. In addition, the physical quality of storage should be well
maintained to ensure that knowledge resources are well secured and can be
retrieved efficiently.

e Assessment of KM system - KM is a social science. It needs periodic review and
updating system supports an organization identifying knowledge needed to
achieve its goals and to support individual and group performance; assesses
the value of the knowledge created to improve organizational performance
and ensures that available knowledge resources are managed properly by
supplying relevant data and information to meet organization's specific needs.
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In addition, it also contributes to: identify intellectual assets and create their
register systematically, ways to bridge knowledge gaps, untapped knowledge
resources and measures to bring them into light, to ensure efficient flow of
knowledge and to develop appropriate knowledge sharing and social
networking tools. The main factors to be considered in assessing the KM
system and its adequacy are as follows:

a) What are an organization’s knowledge needs? Is current system is adequately
designed to meet those needs and working efficiently?

b) What tacit and explicit knowledge assets does it have and where are they?

c) How does knowledge flow within the organization, formally and informally,
and to and from clients and relevant organizations?

d) How is that knowledge identified, created, stored, shared, and used?

e) What obstacles are there to knowledge flows, e.g., to what extent its people,
business processes, and technology currently supporting or hampering the
effective movement of knowledge?

f)  What gaps and duplications exist in the organization’s knowledge?

The writer wishes to propose that a survey of current status of KM be carried out in the
National Planning Commission (NPC). As it is responsible to provide a leadership role in
the formulation of policy and planning and evaluating their results, it is obviously
tasked to manage vast amount of knowledge resources. An efficient KM system is
crucial to lead development and provide an objective evaluation. But it is very
important to know what strategy the NPC has adopted to manage the knowledge
resources its currently possess, are available tools and techniques adequate and
applied efficiently, how it manages knowledge created and received in day to day
operation? Developing appropriate tools to share and disseminate tacit knowledge and
transferring it to explicit knowledge is critical because a large number and wide variety
of cases of success and failure may have been heard and analyzed. An objective
evaluation of current practice will help to build a sound KM system which can also be a
learning tool to other organization.

Concluding remarks

KM deals with the basic asset of an organization, systematic development,
preservation and use of the asset. Societies, organizations and individuals can gain
strength and enhance effectiveness and enrich potentials by utilizing knowledge
resources developed and obtained over a period of time. Encouraging knowledge
sharing and transfer is indispensable for the continued improvement in performance,
sustainable management of resources, to ensure continuity and to enhance
effectiveness. Integrated management of people, technology and process supported by
favorable policy environment will make the KM effective.
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Saving and Economic Growth in South Asia:
Evidence from Time Series Analysis

Dr. Udaya Raj Regmi*

Abstract

This paper makes an attempt to assess causal relationship between GDP and saving in
five South Asian countries viz. Bhutan, India, Pakistan, Nepal and Sri Lanka for the
period 1981-2008, using unit root test, Co-integration, Granger Causality, and Vector
Error Correction Models. It is found that saving has significantly contributed to
economic growth in Nepal and India. In the case of Bhutan and Sri Lanka, economic
growth has significantly contributed to saving. And, no causal relationship was found
between these variables in Pakistan.

Introduction

Various empirical studies have shown that there is a causal relationship between
savings and growth. First, savings can stimulate economic growth. Capital accumulation
or physical investment is the most important source of economic growth. Increasing
savings would accelerate growth. To facilitate the process of structural transformation,
the saving rate should be raised from 4-5 percent of the national income to 12-15
percent of national income (Lewis, 1955) but We now know from the East Asian and
the Chinese experience that the right ratio is 30 to 35 percent of GDP (Naqvi, 1999).
The relationship between saving and growth plays a vital role in the neoclassical growth
models of Solow (1956) and Cass (1965), Koopmans (1965). It also features prominently
in the AK models starting with Harrod (1939) and Domar (1946), and then more
recently by Romer (1986). Bacha (1990), Jappelli and Pagano (1994), Alguacil, Cuadros
and Orts, (2004) and Singh (2009) empirically support this hypothesis. All these growth
models emphasize that higher saving rates should foster growth because higher savings
imply higher capital investment. Agrawal (2001) has shown that there is a relationship
between saving rates and growth. During 1984-94, 31 countries had average annual per
capita GDP growth rates of 2.5 percent or higher where the median saving rate was
more than 24 percent, but the median saving rate stood at 16% in the 59 countries
in which per capita income grew at less than 1 percent a year.

Second, many recent studies have concluded that economic growth affects its saving
rate (Sinha and Sinha, 1998; Salz, 1999; Agrawal, 2001; Anoruo and Ahmad, 2001;
Narayan and Narayan, 2006. There is growing evidence that causation may run from

* Dr. Regmi is Associate Professor of Management, MM.AM. Campus
Tribhuvan University, Biratnagar, Nepal
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growth to saving. Edwards (1995) found that per capita growth is one of the most
important determinants of both private and public savings. Caroll, Overland, and Weil
(2000) demonstrated that if utility depends partly on how consumption compares to a
habit stock determined by past consumption, an otherwise-standard growth model can
imply that increases in growth can cause increased saving. Studies by Sinha and Sanha
(1998), Saltz (1999), and Agrawal (2001) revealed that economic growth rates pave the
way for savings growth rates. The lifecycle theory of saving and consumption foretells
that changes in an economy's rate of economic growth will affect its aggregate saving
rate.

Review of Literature

Several empirical studies have been conducted on the relationship between savings
and economic growth. Bacha (1990), and Jappelli and Pagano (1994) conducted
Ordinary Least Squares regression on cross-section data and concluded that a higher
savings rate led to higher economic growth.

Caroll and Weil (1994) used five year averages of the economic growth rate and savings
for OECD countries and found that economic growth Granger caused savings. However,
the reverse was obtained when dummies were included in their estimation.

Sinha and Sinha (1996) presented evidence that economic growth Granger causes
growth rate of savings in Pakistan. Further, Sinha and Sinha (1998) found that causality
was from the economic growth rate to growth rate of savings in Mexico. Sinha and
Sinha (1999) examined the relationship between the growth rate of savings and
economic growth in Sri Lanka. Sinha and Sinha (2000) did similar studies in the
Philippines and found causality from economic growth rate to growth rate of domestic
savings.

Saltz (1999) in a study of 17 third world countries, using the Vector Error Correction
(VEC) model for eight countries and Vector Auto Regressive (VAR) model for the other
nine countries found that for nine countries the causality was from the economic
growth rate to growth rate of savings. For only two countries was the direction of
causality reversed. There were four countries where no causality was identified, and for
the other two countries bidirectional causality was detected. The author concluded that
higher growth rates of real GDP contribute to a higher growth of savings.

Anoruo and Ahmad (2001) investigated the causality of savings and economic growth in
seven African countries using VEC. The authors found that in four out of seven
countries, economic growth Granger causes the growth rate of domestic savings.
However, they obtained a bi-directional causality in two countries. Only in one country,
the growth rate of domestic savings Granger caused economic growth.

Mavrotas and Kelly (2001) tested Granger causality among gross domestic product,
gross domestic savings, and private savings, using data from India and Sri Lanka, and
found no causality between GDP growth and private savings in India. However, bi-
directional causality was found in Sri Lanka.
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Krieckhaus (2002) in a study of 32 countries finds that a higher level of national savings
led to higher investment and consequently caused higher economic growth.

Baharumshah et al. (2003) investigated growth rate of savings behavior in five Asian
countries: Singapore, South Korea, Malaysia, Thailand, and the Philippines for 1960-
1997, using VEC. It was found that growth rate of savings does not Granger cause
economic growth rate in the countries except for Singapore.

Alguacil, Caudros and Orts (2004) found evidence in favor of Solow’s model prediction
that higher savings leads to higher economic growth for Mexico.

Mohan (2006) concluded using cross section data from 1960 to 2001 and Granger
causality methodology, that economic growth rate Granger caused savings growth rate
in eight high income countries except in one county, 3 lower-middle income countries
except two countries, 2 low income countries except one country. There was bi-
directional causation in all upper-middle income countries except one country.

Data and Methodology

This study uses annual data on gross domestic saving and Gross Domestic Product for
five South Asian countries viz. Bhutan, India, Pakistan, Nepal and Sri Lanka, covering the
period 1981 through 2008 for all countries except Bhutan for which 1981 to 2006 has
been taken as a study period. All the data are collected from the Key Indicators for
Asian and Pacific countries published by Asian Development Bank. The data are
expressed in real terms, deflated by the GDP deflator (1995=100).

Unit Root Test

Up to the present days, regression analysis based on time series data assumes that
most macroeconomic time series are stationary. But it is now a well-known fact that
most macroeconomic time series are non-stationary (Dickey-Fuller, 1979; Gujarati,
1995:729). In such a case, applying standard regression models to non-stationary data
is inappropriate because of the possibility of obtaining spurious relationship, which
makes hypothetical test results unreliable. Hence, to avoid a spurious relationship,
detecting the stationary or non-stationary of time series is crucial. For this purpose,
Phillips-Perron unit root test has been conducted on each variable. The Phillips-Perron
test (Phillips and Perron, 1988) gives robust estimates in comparison with the ADF test.
Hence, Phillips-Perron test has also been used in addition to the conventional ADF test.
The test detects the presence of a unit root in a series, say Yt, by estimating,

AYt= X + Pye1+et - (2)

The PP test is the t-value associated with the estimated coefficient of P *, The series is

stationary if P x is negative and significant.
Johansen Co-integration Test

After confirming the non-stationary of time series in their levels, the next step is the
investigation of presence of cointegration between GDP and Saving. It is used to

84



ascertain the long run relationship between GDP and Saving. For this purpose,
Johansen cointegration procedure has been utilized (Johansen, 1988; Johansen and
Juselius, 1990). Cointegration and Error Correction techniques are suitable for
investigating the statistical relationship among non-stationary data and help exploring
the dynamics of short run changes and the long run equilibrium relationship of time
series variables (Ahmed et al, 1993).

Then, hypothesis of existence of zero cointegration vector (r=0) and more than

(ﬂtrace)

respectively tested with the likelihood ratio test statistics and maximal

eigenvalue test (ﬂ“ max) . The likelihood ratio test statistic (trace test) is computed as:

k
Atrace = —N Z |n(1— ll)
i=r+l
In this case the null hypothesis that there are r cointegrating vectors against the
alternative of more than r cointegrating vectors is tested and when accepted which
trace statistic is lower than critical value suggested with Johanson and Juselius. Other
test is maximal eigenvalue test which us following:

AmX =—nIN(L+ A +)r =01,....k -1

This statistic tested for all the null hypothesis of r cointegrating vectors against the
alternative of r+1 cointegrating vectors. When existence of r cointegrating vector is
accepted that maximal eigenvalue statistic is lower than critical value. Then it has been
suggested that the likelihood ratio test statistics and maximal eigenvalue test
deterministic presence or absence the long run relationship between variables in
model.

Granger Causality Test

In this analysis, test for Granger test of causality has been used to study the causal
relationship between Economic Growth (Y) and Saving (S) in south Asian countries. The
Granger test of causality will be used here because it is a very simple test, which has
been widely accepted as a reliable test for causality between two variables. It states
that a variable Y Granger-cause S if the prediction of S is improved solely by the past
values of Y and not by other series included in the analysis. Vice versa is true for S
Granger-causing Y. If Economic Growth can be better explained on the basis of past
growth and past saving than on the basis of past growth alone, a causal relationship
exists from savingto growth according to Granger (1969). Three other possible results
are the cases of unilateral causality from growth to savinge, bi-directional causality (or
feedback), and independence. The procedure here is used to detect the causality
between economic growth and saving in the context of the bivariate model, which is
defined as follows:
n n
> )3

Yt=ao+ i1 Qisti+ = ﬂivt-j+«91
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> >

St=al+ i1 Ojytj + i1 Aisti+ €2

Where Y is Gross domestic product, S is gross domestic saving and €1 and € 2 are
white-noise residuals. The null hypothesis to be tested here would be that S does not
granger cause Y. The corresponding null hypothesis will be that Y does not granger
cause S. If both the hypotheses are subject to rejection, then we can conclude the
presence of feedback effect between S and Y. And, if only one of the hypotheses is
subject to rejection, we can construe the unidirectional causality from that variable to
the independent variable of the equation. An unidirectional causality from TR to GE will

a o

be found if Z i 0 and Z i=0, that is, the set of estimated coefficients of
lagged TR are significantly different from zero in S equation and cluster of estimated
coefficients of lagged GE are not significantly different from zero in Y equation.

o
Conversely, an unidirectional causality from S to Y will be found ifZ i # 0 and

o

Z i=0, that is, the set of estimated coefficients of lagged S are significantly different
from zero in Y equation and cluster of estimated coefficients of lagged Y are not
significantly different from zero in S equation. There will be bi-directional causality or

o o

feedback between Y and S if both the conditions Z i # 0 and Z iZ0
simultaneously hold, that is the set of estimated coefficients of lagged Y and lagged S
are significantly different from zero in both S and Y equation. Y and S will be

o 35 Sa. |
determined independently if i=0and i=0, that is there is no causal link
between these two variables.

The Granger Causality test is very sensitive to the selection of appropriate lags. The
arbitrary choice of the appropriate lags cannot be justified a priori and generate biased
results and lead to a potential model misspecification. The distribution of a test statistic
is sensitive to the order of lags used. If the lag order used is less than the true lag, the
regression estimates will be biased and the residuals will be serially correlated. If the
order of lags used exceeds the true order, the power of the test is likely to be reduced.
Therefore, the Akaike Information Criterion (1969) and Schwarz Criterion (1978) are
adopted to determine the appropriate lag lengths for Saving and GDP. Both these tests
suggest that a model with the least value of AIC and/or SC should be chosen. To
overcome this problem, this paper adopts the Akaike Information Criterion and
Schwarz Criterion.

The Akaike Information Criterion (AIC) is computed as:
AlCE =21/T+2k/T

Likewise, the Schwarz Criterion (SC) is computed as:
SC =-2(I/T) + (klogT)/T
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Where | is the value of the log of the likelihood function with the k parameters
estimated using T observations. The various information criteria are all based on -2
times the average log likelihood function, adjusted by a penalty function. The optimal
lag length corresponds to the lowest value of the AIC and SC.

Vector Error Correction Model

The next stage is determinant of short run and long run causality. If the variables are
co-integrated or if the null hypothesis of no co-integration is rejected, the residuals
from the equilibrium regression can be used to estimate the error correction term. If
there is one or there are more than one cointegrating vectors between variables, one
can use error correction model for testing Granger causality. Simple contemporaneous
correlation based tests assume that the causation is unidirectional—from Saving to
GDP. This is, as a matter of fact, unrealistic since the causation may even be bi-
directional—from GDP to saving and saving to GDP—given the level and degree of
economic structure. A necessary precondition to causality testing is to check the
cointegrating properties of the variables under consideration, since standard tests for
causality are not valid if there exists cointegration (Granger, 1988; Bahmani-Oskooee
and Alse, 1993). Standard tests for causality (i.e.Granger/Sims tests) are only valid if the
original time series, from which growth rates are obtained, are not cointegrated
(Ghatak et al, 1997). So, the relevant error correction term is included in the standard
causality tests, if the variables are found to be cointegrated. The error correction model
for these variables can be written as:

“ >
Avt=01+P1zt1+ 17 'BIAYt-i+ =1 5jA5t-j .. (5)
>
ASt=C24+ Pozt1+ 17 ﬁiAYt—i+ =1 5jASt-j .. (6)

Where, z t-1 is an error correction term, representing the long run relationship. If both

p

coefficients (,0 1and P 2) are significant, this will suggest the bi-directional causality.

But, if only p 1 is significant, this will suggest a unidirectional causality from S to GDP,
implying that gross domestic saving drives economic growth toward long run

equilibrium. If only pZ is significant, this will suggest a unidirectional causality from
GDP to S, implying that economic growth drives gross domestic saving toward long run
equilibrium. The ECM allows for the finding that gross domestic saving cause economic

growth as long as the error correction term P 1 carries a significant coefficient with a
negative sign.
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Results and Discussion

At the outset, Phillips-Perron (PP) unit root test is used to test the null hypothesis of
unit root. The results of the PP Unit Root statistic for Gross Domestic Product (GDP) and
gross domestic saving (S) of south Asian countries are presented in Table 1.

Table 1: Phillips-Perron Unit Root Test

. Phillips-Perron Unit Root Test
Countries Form -
GDP Saving
Level -1.770947 -1.387063
Bhutan First 7.656811* -6.602527*
Difference
Level 1.552218 1.809330
India First -4.987914* -4.963852*
Difference
Level -2.637917 -1.028307
Nepal First -4.841054* -5.511256*
Difference
Level -1.232442 -1.859898
Pakistan First
. -3.362285** -5.222600*
Difference
1.280548 -0.036012
Level
Sri Lanka First -5.218343* -6.617769*
Difference

Source: Author’s Calculation based on Data from the Key Indicators for Asian and Pacific

Countries (Various issues), Asian Development Bank.
Since the computed PP test statistics of Y and S are higher than any of these MacKinnon
Critical values at level forms, the null hypothesis that these variables exhibit a unit root
cannot be rejected. Phillips—Perron test does not reject the null hypothesis of unit root
for Y and S in the level form and rejects the null hypothesis in the first difference form
of the series. Because of the presence of unit root in the variables, they are non-
stationary implying no statistically meaningful relationship between them. However,
after first differencing, the null hypothesis of unit root is rejected in all of the cases
since the PP test statistic is smaller than MacKinnon critical values. That is, the first
differenced Y and S do not exhibit a unit root, meaning that these variables are
stationary. The results show that one could not reject the null hypothesis of unit root
(non-stationarity) for both variables in level forms. The first differences of Y and S are
stationary indicating that these variables are integrated of the first order | (1). Hence,
PP test have shows that all the variables have unit root in level forms and no unit root
in the first difference.
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Having determined the non-stationary of time series in their levels, and they are also of
the same order of integration | (1), Johansen procedure has been applied to ascertain
whether S and GDP are cointegrated or not, assuming no deterministic trend in data.
Because in the case of nonstationarity in the time series data, the most appropriate
procedures are cointegration and error-correction models. The results of the Johansen
cointegration tests are presented in Table 2:

Table 2: Johansen Cointegration Test

Eigen Trace Ho H1 Max- Ho H1
Value | Value Eigen
Statistic

Sri Lanka

0.274 8.658 r=0 rz1 8.320 r=0 r=1
(15.41) (14.07)

013 0.338 r<i rz2 0.338 r<i r=2
(3.76) (3.76)

India

0.593 32.298* r=0 rz1 25.50* r=0 r=1
(30.45) (23.65)

0.324 9.798 r<i1 r2 9.798 r<1 r=2
(16.26) (16.26)

Bhutan

0.226 6.784 r=0 rz1 5.906 r=0 r=1
(15.41) (14.07)

0.037 0.879 r<i r=2 0.879 r<i r=2
(3.76) (3.76)

Nepal

0.601 24.458** r=0 rz1 19.312%** r=0 r=1
(19.96) (15.65)

0.217 5.145 r<i r=2 5.145 r<i r=2
(9.24) (9.24)

Pakistan

0.232 6.894 r=0 rz1 6.893 r=0 r=1
(15.41) (14.07)

0.0000 | 0.0005 r<1i r=2 0.0005 r<i r=2

2 (3.76) (3.76)

Note: * indicates significance at 1 percent level and ** indicate significance at 5 percent
level. Figures in parenthesis indicate Critical Value at 5% level for Sri Lanka, Bhutan, Nepal
and Pakistan and at 1% level for India.

Source: Author’s Calculation based on Data from the Key Indicators for Asian and Pacific
Countries (Various issues), Asian Development Bank.
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The null hypothesis of no cointegration between GDP and S is rejected in the case of
India and Nepal, since both Trace and Max-Eigen statistics are larger than the critical
values at 1 percent significance level in the case of India and at 5 percent significance
level in the case of Nepal. In other words, for cointegrating regression GDP = f (S), one
can reject the null hypothesis r = 0 against the alternative hypothesis r = 1 since both
Trace and Max-Eigen statistics are larger than the critical values at 1 percent significance

level but cannot reject the null r<1 against the alternative r= 2 since both Trace and
Max-Eigen statistics are less than the critical values even at 5 percent level. The fact that
the presence of cointegration between S and GDP suggest (i) that there is a long run
equilibrium relationship between the two time series and (ii) the existence of causality
in at least one direction. All this indicates that GDP and S is cointegrated, which is
sufficed to indicate that saving bears a long run equilibrium relationship with GDP in
these two South Asian countries. However, the null hypothesis of no cointegration
between GDP and S cannot be rejected in the case of Pakistan, Bhutan and Sri Lanka,
since both Trace and Max-Eigen statistics are smaller than the critical values at 1 percent
significance level.

There are some difficulties regarding the selection of appropriate lags. First, although
Granger causality test seems to have a greater appeal than most other alternative
techniques, the issue concerning the optimal lag length still remains elusive. The
distribution of a test statistic is sensitive to the order of lags used. If the lag order used
is less than the true lag, the regression estimates will be biased and the residuals will be
serially correlated. If the order of lags used exceeds the true order, the power of the
test is likely to be reduced. To overcome this problem, this paper adopts the minimum
final prediction error criterion based on Akaike Info criterion (AIC) and Schwartz
criterion (SC). The optimal lag length corresponds to the minimum AIC and SC. The
outcomes of the procedure for the selection of optimal lag have been presented
through the following table.

Table 3: Selection of Optimal Lag Length

Country Dependant | Lagof | Lagof | AIC SC
Variable GDP Sav

Bhutan GDP - -2.998553 | -2.901043
- -2.519013 | -2.420842
-2.245749 | -2.147010

- -2.046835 | -1.947650

1 0.401209 | 0.498719
2 0.663047 | 0.761218
- 3 1..022364 | 1.121549
4 1.062816 1.162002

A WN -
1

Sav
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Pakistan GDP - -5.035855 | -4.939078
- -4.036535 | -3.939025
-3.528505 | -3.430334

- -3.228585 | -3.129846

1 -0.685458 | -0.588682
2 -0.201296 | -0.104519
- 3 -0.124843 | -0.027333
4 -0.168371 | -0.070199

AP WN R
1

Sav

Sri Lanka GDP 1 - -4.962620 | -4.866632
2 - -4309375 -4.212598
3 - -3.885617 | -3.788177
4

- -3.714522 | -3.616350

-0.857849 | -0.761861
-0.473873 | -0.377097
-0.609451 | -0.511941
-0.359073 | -0.260902

Sav -

1
A WN R

Source: Author’s Calculation based on Data from the Key Indicators for Asian and Pacific Countries
(Various issues), Asian Development Bank.

This paper applies the technique of bi-variate Granger Causality estimated in the
previous section to examine the causal relationship between GDP and saving, using
annual data over the period 1981-2008. The results appeared in Table 4 were obtained
using first lag as optimum lag length for each variable.

Table 4: Granger Causality

Country Null Hypothesis Obs Lag F-Statistic Conclusion
Bhutan Saving does not 0.60849
25 1 A t
Granger Cause GDP (0.44367) | "°°°P
GDP does not Granger 4.17502 Reiect
Cause Saving (0.05318) )
Pakistan Saving does not 0.17765
Granger Cause GDP 27 ! (0.67715) Accept
GDP does not Granger 1.56397 Accept
Cause Saving (0.22314) P
Sri Lanka | Saving does not 0.16736
27 1 A
Granger Cause GDP (0.6861) ceept
GDP does not Granger 10.0786 Reiect
Cause Saving (0.00408) )

Note: Figures in parenthesis indicate probability values.

Source: Author’s Calculation based on Data from the Key Indicators for Asian and Pacific
Countries (Various issues), Asian Development Bank.
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The results of Bhutan show that the null hypothesis of saving does not Granger Cause
GDP cannot be rejected because F statistic is statistically insignificant. However, the
null hypothesis that GDP does not Granger Cause Saving is rejected since the F statistic
is statistically significant at the 10 percent level. From the results, it can be inferred that
there is unidirectional causality from GDP to Saving.

Similarly, the results of Sri Lanka show that the null hypothesis of saving does not
Granger Cause GDP cannot be rejected because F statistic is statistically insignificant.
However, the null hypothesis that GDP does not Granger Cause Saving is rejected since
the F statistic is statistically significant at the 1 percent level. From the results, it can be
inferred that there is unidirectional causality from GDP to Saving.

However, so far as the result of Pakistan is concerned, it is quite different. The results
of Pakistan show that the null hypothesis of saving does not Granger Cause GDP cannot
be rejected because F statistic is statistically insignificant. Likewise, the null hypothesis
that saving does not Granger Cause GDP cannot be rejected because F statistic is
statistically insignificant. From the results, it can be inferred that there is no causal
relationship between GDP and Saving.

After confirming that saving and GDP are cointegrated in the case of Nepal and India, it
is appropriate to find out the direction of causality between them through estimating
the Vector Error Correction Model. The results of the Vector Error Correction Estimates
are presented in Table 5.

Table 5: Vector Error Correction Estimates

GDP Equation ( GDP) Saving Equation (S)

Zt-1 AS(-1) AS(-2) Zt-1 AGDP(-1) | AGDP(-2)
India

-0.243*** | 0.078 0.097 -0.445 -1.448 -1.383
(-1.874) (0.769) (1.254) (-0.858) | (-1.582) (-1.438)
Nepal

-0.012* 0.039 0.005 -0.038 1.701 -3.406
(-2.850) (1.466) (0.172) (-0.995) | (0.804) (-1.690)

Source: Author’s Calculation based on Data from the Key Indicators for Asian and Pacific
Countries (Various issues), Asian Development Bank.

The significance of the error correction coefficient (Zt-1), which is determined by the t-
ratio given below the coefficient, with a negative sign indicates Granger causality in at
least one direction The results show that the error correction term in the GDP equation
is statistically significant with a correct negative sign in India and Nepal, indicating that
Saving has significantly contributed to economic growth in these countries. While that
the error correction in the saving equation is not significant and a wrong positive sign,
which indicates that economic growth has not significantly contributed to saving in
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these countries. The error correction term of GDP equation is significant and of saving
equation is not significant, which indicates the absence of bi-directional causality in
both these countries. Thus, it can be inferred that saving has promoted economic
growth in India and Nepal.

Concluding Remarks

This study makes an attempt to assess causal relationship between GDP and saving,
using the Phillips-Perron unit root test, Cointegration, Granger Causality, and Vector
Error Correction models. Since the GDP and saving are not cointegrated in Bhutan, Sri
Lanka and Pakistan, Granger causality test is conducted. The analysis discovers a firm
unidirectional causality running from GDP to Saving in Bhutan and Sri Lanka and no
causal relationship between these variables in Pakistan. Since Saving and GDP are
cointegrated in the case of Nepal and India, the result is estimated through the Vector
Error Correction model. It indicates that saving has significantly contributed to
economic growth in India and Nepal.
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TVET and Secondary School Education in
Nepal: A case study of Hetauda,
Makwanpur
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Abstract

This article is based on the outcome of an empirical research conducted over the issue
of skill development and vocational training in Nepal. This study is rather unique since
it gathered primary data through questionnaire survey and group interviews from
students, teachers and parents. The study was conducted in two secondary schools of
Churiyama VDC and two technical schools, one of Hetauda and one of Hatiya VDC.
Other stakeholders from government offices, NGOs, political leaders, and social
workerswere consulted for their viewpoints. The key findings include that technical
education is viable for Nepal. However, poor and other deprived people need to have
access to it. Information dissemination about technical schools is vital for this, and
especial subsidies as well as scholarship programme need to be provided to them.
VDC, CBOs and NGOs can work together for promoting technical and vocational
education among the youth. Besides, monitoring for upgrading quality aspects of
technical and vocational education is essential that can assure the markets for the
produced youth with technical and vocational skills. Most importantly, technical and
vocational skills related subjects need to be included in the general education
curriculum.

Key words: Skills development, TEVT, general education, Employment opportunity.

I. Introduction

Conflict, regardless it is internal or external, does affect adversely people’s livelihood in
any society in the world. Nepal is no exception with the decade long internal
insurgency. However, in November 2006, a historic comprehensive peace accord was
made between the Government of Nepal and the Communist party of Nepal-Maoists
(CPN-M), which have provided Nepalese an opportunity to build peaceful and
prosperous society. In 2008, the new alliance government was formed and the new

*1 Lecturer, NIHS, Purbanchal University, Nepal
*2 Professor, Graduate School of Sociology, Kansai University, Japan.
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government has been trying hard to make post-conflict Nepal as a successful
development case.

One of the major challenges for the new government to tackle with is to vitalize local
economy and sustain Nepalese livelihood. To improve people’s livelihood require many
efforts from at least three key human development areas: decent economic base,
knowledge and skill development, and high quality in health. As Human Development
Index (HDI) has shown that Nepal is one of the poorest performer in human
development in South Asia, which suggests that improvement of people’s well-being
never be an easy task. To ease people’s anxiety over their livelihood, sustainable
economic development is needed and, for that stable economic growth, local-level skill
developmentshould receive a high priority of the government.

In order for Nepalese to securelong-lasting social and economic well-being, pro-poor
economic growth policy is helpful (Griffin 2003). Pro-poor economic growth policies
include human resource development in the key economic sector of the country. The
needs of human resource are constrained by the type of the economic sector and its
state of development. Based on the initial assessment over human resource base of
the people, a careful design of skill development policy could be made. A post-conflict
country such as Nepal needs to develop viable private sectoralong with the
reconstruction of the political stability through the set up of the new government
structure. In particular, the informal economy — the dominant economic activities in
Nepal- should be given a higher priority for the growth (Kusago 2005). In the case of
Nepal, key questions are followings: How does the government design a policy to
enhance people’s productive work and income prospect? How does the Nepalese
government challenge educational development to grow its society and economy
which makes people’s livelihood better in the long run?

This paper is based on an empiricalresearch project on Nepalese education and skill
development, looks at the Nepalese education and skill development sector by paying
closer attention to its policy changes and prospect. Also, we attempt to assess
effectiveness of the technical and vocational education and training (TVET) in Nepal
through a case study for further policy dialogue over sound employment generation in
Nepal.

Il. Education in Nepal

1I-1. Recent progress in educational development in Nepal

It is useful to review theprogress of educational development in Nepal before we
examine the policy changes in education and skill development.Millennium
Development Goals (MDGs) identify education as one of the key development goals.
According to the Needs Assessment Nepal report, Nepal has made progress on net
enrolment rate in primary education, proportion of pupils starting grade 1 who reach
grade 5, and literacy rate of 15-24 year olds. However, the adult literacy is listed as the
least progressed by the report (see Table 1).
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Table 1: Literacy and enrolment ratio in South Asia

Adult Youth . Net Chlldr.en
. 5 Net primary reaching
Literacy rate | literacy rate secondary
o enrolment grade 5 (% of
HDI Rank (5 ages and (% ages 15- Lo enrolment
older) 24) ratio (%) ratio (%) grade 1
? students)
1990 | 2004 | 1990 | 2004 1991 | 2004 1991 | 2004 1991 | 2003
93 Sri Lanka 88.7 90.7 95.1 95.6 . 97 . . 92
96 Iran, Islamic | 63.2 77 86.3 . 92 89 . 78 90 88
98 Maldives 94.8 96.3 98.1 98.2 . 90 . 51
126 | India 49.3 61 64.3 76.4 . 90 . . . 79
134 | Pakistan 35.4 49.9 47.4 65.5 33 66 . . . 70
135 | Bhutan . . . . . . . . . 91
137 | Bangladesh | 34.2 . 42 . . 94 . 48 . 65
138 | Nepal 304 48.6 46.6 70.1 . 78 . . 51 67

Source: “Human Development Report 2006, Beyond scarcity: Power, poverty and the global
water crisis,” United Nations Development Programme,
available:http://hdr.undp.org/hdr2006/statistics/ downloaded 3 September 2007.

Table 2 shows that Nepal’s progress on educational development in the MDG context,
and Nepal has been assessed as on-track for primary school education and literacy
among the youth. However, the Nepal MDGs Progress Report (2005) reveals that
progress of female education is lagging behind to the male progress. In particular, the
gaps are clear in rural areas in the Far West and the South regions. Regional gaps are
still serious and even are aggravating.

It is no doubt that primary level education is essential for everyone in any society to
formulate the knowledge base.However, if Nepal aims at economic development and
growth meeting people’s needs in economic well-being, improvement in productivity in
major economic sector and products is a must. From this economic point of view, one
shouldbe cautioned over the following issue: the selection of the data on education
from the broader development perspective than MDGs which skew toward primary
education and “access” to schooling rather than quality or content of schooling. Thus, it
is important to check the performance data on secondary and tertiary education.
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Table2: Progress in attaining the MDG on primary education

Target Situation in » z’a
VDG 2015 at the 3
Indicators | Status present rate g
2015 of progress =~
On-
64 69 81 1990 1995 track
on
2000 the
basis
(2001) | (2003) of
DoE
Net data
enrolment slight
in primary ly off-
education | NA 57 66 72 90 100 track
(%) on
the
94 basis
of
surve
(2003) y
figure
s
Proportio 38 40 63 76 75 100 More
n of pupils or
starting 89 less
grade 11 (1994 (2004) on-
who reach track
grade 5
Literacy 50 56 70.1 73.0 79 100
rate of 15- 100 On-
24  year (1991) track
olds
33 40f 48 48 63 75 Very
Adult 63 much
Literacy (1991) (2001) | (2003) off-
track

Source: “Millennium Development Goals: Needs Assessment For Nepal”, Government of Nepal,
National Planning Commission and United Nations Development Programme, 2006

1I-1. EducationalSystem in Nepal

(a) Types and Numbers of schools

Both quantity and quality in school education has improved in Nepal. In 1951, Nepal
hadthe literacy rate of only 2%; 321 primary schools and 11 high schools constituted
the whole of its public educational establishment. By 2002, the literacy rate had
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mounted to 54%, the number of primary schools to 25,927, lower secondary schools to
4,350 (NHDR 2004, p.32).

Figurel showsthe trends of increment of schools' number. However, the number of
schools declined in 2004 mainly due to the internal political insurgency.

Number of schools
35000
30000 {27268 27525 27901
24746
25000 A
o
20000 4 Prlmary
B Lower Secondary
150007 O Secondary
8880
10000 - 82‘:341 7436 8471 ol
5000 A 4547 5039
O T T T
2003 2004 2005 2006

Source: Nepal in Education Figure 2005 and Flash | Report 2006

Figurel: Number of schools by levels in Nepal

The government has categorised schools intotwo types of schools: community25
(public) and institutional (private) school. Institutional school is approved under the
company act and operates with profit motives.

Out of total 36,729 schools in Nepal, 16.1% are the private ones. Likewise, 28.3% and
23.8% of the secondary and lower secondaryschools were private in the country as
shown in Table 3.

BCommunity schools can be divided into three: community schools, community
managed schools and unaided community schools. Community schools receive regular
government grants in the form of teachers' salary for approved positions, as well as
earmarked and block grants. The government has a policy of transferring the
management of government-aided schools to the local community through the school
management committee (SMC) and VDC or municipality. These schools are managed by
the community who receive teachers' salary for approved positions, as well as earmarked
block and incentive grants. The unaided community schools do not receive regular
government grants but they receive fixed basic salary grants equivalent to two teachers'
positions in primary education along with earmarked and block grants for both primary
and secondary schools.
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Table 3: Number of schools: community and institutional (in 2004)

Schools Total Community (%) Institutional (%)
Early Childhood/Pre | 4,032 1,692 (42.0) 2,340 (58.0)
primary

Primary 24,746 21,888 (88.5) 2,858 (11.5)
Lower secondary 7,436 5,664 (76.2) 1,772 (23.8)
Secondary 4,547 3,258 (71.7) 1,289 (28.3)

Source: Nepal in Figure 2005
As shown in Table 4, the number of teachers in community school was bigger than that
in institutional schools. Out of total 141,605 teachers in Nepal, 29.11% were engaged in
institutional schools.
Table 4: Total number of teachers

School type Female teachers Male teachers Total teachers (%)
Institutional 18,295 22,929 41,224 (29.11%)
schools

Community 25,251 75,130 100,381 (69.89%)
schools

Total 43,546 98,059 141,605 (100%)

Source: Education Flash | report 2006

(b) School System

Basically, schools in Nepal are organised into two broad levels: primary and secondary.
Primary schools include early childhood development of one to three year duration. It
is known as "Shishu Kachha" (pre-primary class) in Nepali and quite popular mostly in
the cities. Primary school provides five years of universal education consist of five
separate grades from 1 to 5. Secondary education includes lower secondary, secondary
and higher secondary levels. Lower secondary level is for three years consisting grade 6
to 8. Likewise, secondary level includes grade 9 and 10 and higher secondary 11 and 12.
The students are expected to complete higher secondary by the age of 16 and enter the
University for obtaining bachelors degree. Bachelor’s degree consists of three years and
Masters Degree for two years. However, some technical subjects, for example
engineering, need five years to complete Bachelors' level. Figure 2 shows the
education structure in Nepal.
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(c) Number of students, schools and teachers by primary and secondary schools
According to Education Flash Report 2006, gross enrolment rate (GER) at lower
secondary level in 2006-07 has been 71.5 percent with 65.4 percent for girls and 77.9
percent for boys. Likewise, the overall GER of the country at the secondary level is 56.7
percent with 53.1 percent for girls and 60.2 percent for boys. Net enrolment rate (NER)
has been improved by 5%, as compared to the last school year 2005-06, of lower
secondary level. But, GER of lower secondary level has decreased by 4 percent
(Education Flash | Report 2006). Girl’s enrolment rate, both GER and NER as well as in
both lower secondary and secondary level, is relatively lower than those of boys.

The trend of the number of students increased at the primary level since 2003.
However, it decreased at the lower secondary and secondary levels in 2005. This trend
has created some pressure in the classroom at the primary level. The trend of the
number of teachers in schools decreased at all level.

Out of the total school teachers, the number of trained teachers is very limited. Only
1.3 teachers per schoolaretrained at the primary level. At the lower secondary level,
this is only 0.9 teachers per school.

The number of students has gradually increased overthe three years from 2003 to
2005. Teacher-student ratio seems to be appropriate both at the primary and
secondary levels, but the size of the students are bigger in lower secondary level. One
teacher has to handle 54 students in one class, comparing 40.8 for the primary level®.
11-2. Educational policies in Nepal

The genesis of planned development started in Nepal in 1956. Since then, the
government has completed ten periodic plans so far. An interim plan has been
formulated in order to continue development efforts during this interim period started
in 2007. Periodic development plans have beento make efforts for the systematic
development of the country. In this section, we summarise educational policy changes
through reviewing the recent national plans, Ninth, Tenth and the Interim Plans.

(a) The Ninth Plan (1997-2002)

Objectives

Education has a crucial role to develop disciplined and productive population in the
country. Multi dimensional development and progress of the nation depends on its
educational policy and programmes. Considering national situation and interest, the
ninth plan has set various objectives in order to obtain national interest through skill
formation in Nepal.

Key objectives of educational development in the Ninth Plan (NPC 1998: p. 571)
include:

26Various data shows number of students varied from one school to another. Likewise, it
varies from region to region. In Mahottari district, the data shows that, there is only 0.67
school per thousands population. Similarly, Manag district has 6.58 students per
thousands students (Nepal Census Indicators 2001, p.152).
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1. Create necessary human resource for nation's development and enable
education system for poverty eradication.

2. Create citizens who are aware and committed to democracy, able, productive
and disciplined, devote to human rights and faithful to nationality.

3. Make basic education gradually free, accessible and compulsory to all.

4. Develop the quality of secondary and higher education that can contribute to
national development.

5. Develop skill, knowledge and information oriented literacy and run it nation-
wide.

6. Create basic and mid-level skilled manpower generating technical and
vocational education opportunities in the local (district and village) level.

7. Expand higher level technical education to develop and supply higher level
skilled manpower.

8. Expand educational opportunities to women for gender equity in education.

9. Mainstreaming marginalised groups (disabled, backward ethnic groups, poor
and people living in remote area) in development by providing educational
opportunities.

Broadly, the Ninth Plan aim to create necessary human resources who can contribute
for poverty alleviation of the country. Therefore, education sector has planned to
generate quality human resource. Likewise, higher level technical education has been
planned to develop high-skilled manpower and supply in the market. Considering rural
context of the country, the Ninth Plan set its objectives to make basic education
gradually free. Dalit, women, and backward ethnic groups have been relatively
excluded from having access to mainstreaming development for a long time. Taking
such reality into consideration, the Ninth Plan has planned to mainstream these
marginalised groups into development processes by providing educational
opportunities. To achieve the objectives of education development in such condition is
a hard task. The Ninth Plan, therefore, formulated various policies in order to achieve
the objectives efficiently.

Policies

Key educational policies in the Ninth Plan (NPC 1998: p.573) include:

1. Employment oriented education system will be developed for technical,
vocational and skill development. Such education opportunities will be
provided in secondary and higher secondary level. Polytechnic schools will be
run to develop basic and mid-level skilled manpower. Appropriate educational
curriculum will be developed for this.

2. Agriculture, forestry and other technical universities will be established to
generate and supply high-level skilled manpower for the national
development.

3. Research on technical and vocational education will be conducted. Necessary
mechanism will be developed to implement the research outcomes for
technical and vocational educational development.

4. Necessary education policies and curriculum will be developed for effective
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implementation of formal and informal education programmes.
It was planned to develop “employment-oriented education system” which target to
secondary level students. Institutes that provide education on agriculture, fisheries,
forestry, and mechanical engineering and so on were to be established. Such skills are
in high demand in rural areas and the supply is not adequate as 76% of the total
population (CBS 2001) in the country live in rural areas. The Ninth Plan was committed
to develop appropriate curriculum for establishing relevant to local market which have
high demands of technical human resources.
Programmes
Major programmes in the Ninth Plan (NPC 1998: pp. 577-579) include:

1. Provide training to school teachers for the quality development of education in
lower secondary and secondary level.

2. About 15,000 teachers will be trained on English, science, maths and 25
science units will be established in various districts for upgrading the quality in
'science teaching'.

3. Adequate supervision and follow up programmes will be planned and also a
strong evaluation system will be developed to support the trained teachers.

4. A new curriculum will be developed for lower secondary and secondary level.
Likewise, 'teaching manuals' will be developed.

5. An evaluation improvement programme will be developed in order to make
students evaluation process effective.

6. Establish training centres at the grassroots level to produce technical
manpower. A need assessment survey will be conducted for understanding the
needs.

7. Initiate effective coordination with private training centres for skilled
manpower development.

8. Develop at least 5,000 skilled manpower from technical schools. And, training
on various technical subjects will be provided to 20,000 persons.

9. Various short-term training will be provided in coordination with various
NGOs.

10. Necessary supports, both technical and moral, will be provided to private
sector training centres for human resource development.

11. Community development and vocational training centres will be expanded
throughout the country.

12. Technical and vocational training council's policy will be updated for effective
implementation of these activities.

Strong emphasis was made on rapport building between school and local community as
well as community and parents of the students. A programme was planned to develop
strengthen such relationship which would contribute for the educational development.

The Ninth Plan assured a list of special programmes to upgrade vocational education,
preferably in the rural and semi-urban communities. It was decided to establish training
centres to provide training and various vocational subjects based on a need assessment
survey.
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It was targeted to develop 25,000 skilled manpower from different technical schools.
Likewise, it was programmed to organise short-term training having coordination with
various NGOs. The Ninth Plan also committed to establish polytechnic schools to
generate mid-level human resource to fulfil the demands of the local market.

Special educational programme was incorporated in the Ninth Plan. Primarily, disable
population were targeted to include in special education programme. It was also
planned to integrate 'special education programme' with Education for All (EFA)
movement. Before the Ninth Plan started, less than one percent disable people had
access to scholarship facility. The Ninth Plan committed to provide scholarship at least
five percent of all of disabled people.

Performances/Review of Results

The Ninth Plan was severely disturbed by deteriorating law and order situation, which
not only hindered the implementation of development programmes but also forced the
government to divert development fund into security sectors (NPC 2003, p.6).

The Ninth Plan had targeted literacy rate(above 15 years) of the nationreach to 70%,
however it could reach only up to 49.2%. Likewise, the net enrolment rate at the
primary level could reach only up to 80.4%against the target of 90%. The GERs at the
lower secondary and secondary levels reached near the targets. Also, the numbers of
the people trained in long and short-term technical education and vocational training
appear to approach the targets(NPC 2003, p.452).
(b) The Tenth Plan (2002-2006)
Objectives
The Tenth Plan has accepted education as the primary means of overall development of
the nation. Able, productive, disciplined and socially responsible citizens are to be
developed for the nation. For this, it is important to create a workforce capable enough
to face the challenges of the 21st century by improving quality education accessible to
all (NPC 2003, p.451).
Nepal has local and international commitment 'Education for All (EFA)". In order to
render education that is productive, employment oriented and provides practical skills,
it is imperative that the country stresses balanced development of the schools,
technical colleges and universities for higher education (NPC 2003, p.452).
The Tenth Plan has set a new objective of decentralising authority to the institutions of
all levels of education to take leadership for assuring quality education. Thus, local
educational authorities can generate the supervision system and have own monitoring
and evaluation approach which suit the local context.
Key objectives of educational development in the Tenth Plan (NPC 2003: p.454) include:
1. Help raise the living standards, especially of the backward communities and
women by carrying out programmes of literacy, post literacy, income
generating and valuable non-formal education.
2. Develop and expand quality education according to the need of the country's
development and make quality primary education easily accessible.
3. Supply basic and mid-level skilled, technical human resources required by the
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country.

4. Utilize education as an effective means of economic and social development to
eradicate poverty by way of developing human resources that can compete at
the international level for all-round development of the country and support
the national economy.

5. Give responsibilities to the institutions of all levels of education by way of
making them capable to take leadership on the basis of the definitions and
norms of quality education developed and refined, and for this, strengthen the
systems of supervision, monitoring and evaluation as well as develop
infrastructure in order to make the teaching license compulsory to all levels
and specify intermediate level as the minimum qualification plus training for
the primary school teachers.

6. In the context of the principle of 'Education for All', make special provisions to
increase the access of women and people with disability to the opportunities
of education.

7. Mobilize the youth and develop sports to prepare able, strong and disciplined
human resource required in the country.

Policies

The Tenth Plan has set its policies which focus on developing vocational education. To
meet the demands of local private sector, “annex programmes” would be expanded
mobilising the local government, VDC (Village Development Committee). It has also
planned to give higher priorities for the quality education in the secondary level by
providing various training to the students. The major policies set by theTenth Plan have
been shown below.

Key educational policies in the tenth plan (NPC 2003: p.457):

a) Development of technical and vocational education:

e Expand Annex Programmes to increase the opportunities of technical
education and vocational training by mobilizing the participation of local
elected bodies and private sector.

b) Development of secondary education:

e By accepting higher education level as the last phase of school education,
make institutional arrangements and improve the structure of school
education accordingly.

e By phasing out the intermediate (certificate) level gradually from the
Tribhuvan University, make appropriate arrangements to incorporate it into
the higher secondary level.

c) Development of the quality of education:

e Enforce compulsory training and teaching licence system to maintain quality in
education; and utilize distant as well in all training programmes of education
and involve all training institutes to increase access to training.

e  Make the systems of examination, monitoring and supervision effective based
on indicators representing the objective standards by defining the quality of
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education at all levels.

e Assist in expanding education suitable to the modern world by utilising
computer literacy at all levels of education; and teach the subjects related to
information and communication technology in the schools according to the
national policy of science and technology.

e Along with encouraging the private sector, develop and effective accreditation
system by bringing all levels of education within the regulatory framework in
order to enhance competition in education.

Vocational education: a key policy in educational and skill development in Nepal

The Tenth Plan emphasizes technical education and vocational training as one of the
main strategies for human resource development, poverty alleviation as well as the
meeting of skills education needs of youths and adults. The following are some of the
important points mentioned in the Tenth Plan addressing the skills development needs
of the poor and disadvantaged. (1) Increasing employment opportunities; (2) Promoting
access of the poor and disadvantaged to employment; (3)Ensuring the rights of
laborers; and, (4) Raising quality and productivity.The Tenth Plan has committed to
'impart regular (full time) training to 7,100 persons and short-term training to 23,555
persons by establishing two additional technical institutions and two poly-technical
colleges; and on the basis of feasibility studies, conduct Annex Programmes with
additional classes to provide secondary level skill-oriented education in 75 community
schools, one in each district (NPC 2003, p. 455).0n the whole, the Tenth Plan has made
its commitment to make its efforts for upgrading quality education and increase
marginalised people's access to education services. Moreover, it has emphasised to
give responsibilities to local educational authorities for educational development. It has
also tried to develop vocational education through schools by conducting annex
programmes.

Performances/Review of Results
Review of the results of the Tenth Plan shows that literacy outcomes were not able to
reach as expected during the Tenth Plan preparation. It was 71.5%, which surpassedthe
target such as 65%. The situation of the gross enrolment in the secondary level was also
very satisfactory (see Table 5).
The Tenth Plan aimed to provide regular training to 7,100 populations. However, finally,
20,345receivedregular training, thus, the result is far better than expectations. But, the
target of the short-term training did not reach to the target.

Table 5: Review of the Tenth Plan outcomes

Indicators Situation | Expected | Measured change | Present
before TP | goal by the end of the | growth
initiated TP result

Literacy

a.Literacy(6+ age) 55.5% 70% 68%
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b.Literacy(15+age) 49.2% 63% 61%

Lower secondary

a.Gross enrolment 58% 65% 64% 71.5%

b. Girls 42% 45% 44% 46.6%

Secondary level

a. Gross enrolment 37% 45% 44% 56.7%
b. Girls 41% 45% 43% 46.6%
Technical and

vocational training

a. Regular training - 7,100 20,345
b.Short-term - 23,555 15,800
training

c.Annex programme | 15 75 15

d. Skill testing 4,000 3,471

Source: NPC 2006, p.427
While the progress was made, some challenges and problems were also identified. The
Tenth Plan did not meet the quality of education as per set in the plan. Likewise,
infrastructure has not been developed for providing quality education services. Rural
schools are still facing the lack of teachers. Teacher-student ratio could not be met as
per plan. The Tenth Plan had expected to increase access of marginalized people (Dalit,
ethnic and tribal groups, women, Madhesi, disabled and the poor) to education
services. However, it was not satisfactory as per expectations (NPC 2006, p.5).
(c) Interim Plan
Objectives
Based on the mandate given by 'People's movement-2>*' this Interim Plan has been
developed. EFA, achieving MDGs, establishment of people's democracy, and formation
of federal government are the major mandates of the people's movement. The Interim

Z’Many educationists working with the local people do not agree with the data provided
by the authority. Conflict was in the height during the Tenth Plan implementation
period. Consequently, many more displaced from their villages. More than million
people went to India. Many schools in the rural area remained closed for months. In such
situation, growth of enrolment can be questionable.

BThere was a big political movement, called people's movement-2, in April 2006 against
the King who had grasped all the power two years ago.
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Plan target has formulated three-year education development plans which support to
meet those mandates (NPC 2006, p.3).

Social transformation is determined by the quality of education. Society creates aware,
able and productive citizens who are committed to social change through education.
Modern society has recognized and accepted education for social and economic
development, preserving natural resources and cultures, and for development of
citizens who love their nations and commit for the overall development of the society.
Access to education is the fundamental right of every citizen. It is government's
responsibility to secure educational right of women, Dalit, disable, poor, backward
class, ethnic groups, Madhesi and others. However, problems and challenges are to be
faced in every step of development process (NPC 2006, p.4).

This Interim Plan has envisioned of producing human resources by providing quality
education as well as vocational and technical learning opportunities. The vision set for
the interim period has been more or less similar to the visions set by the Tenth Plan.
However, considering the mandates given by People's Movement-2, it has focussed on
paying attention to support establishing modern, democratic, inclusive and equitable
society through providing quality education.

Key visions for education development in the Interim Plan (NPC 2006, p.6) include:

1. Create aware, able and productive citizens securing their access to education

opportunities.

2. Provide vocational education to youth and marginalised community and make
them active in economic development, then reduce poverty and social
injustice.

Develop higher education system to make it international standard.
4. Through such quality education system Nepal aims to establish modern,
democratic, inclusive and equitable society.

w

The Interim Plan has set some important strategies to achieve the objectives
effectively. The overall strategies are decentralization, social inclusion; integrated
programme implementation, capacity development, use of information and
technology, grants to schools, effective curriculum implementation system
development, students' evaluation and testing system and so on. Especially, the Interim
Plan has focussed conflict victims and conflict-displaced people to provide them special
education programme.

Following points show the major strategies developed for achieving educational
development of Nepal during the interim period.

Key strategies for educational development in the Interim Plan (NPC 2006: pp.9-10)
include:

1. According to decentralization concept, being based on local governance act,
the responsibility of education plan preparation and management will be given
school management committee. Active participation of civil society will be
ensured for reestablishment of the schools.

2. New schooling structure will be designed: class 1-8 will be known as basic
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education and class 9-12 will be regarded as high school education (general
education and vocational education).

3. A new system will be developed through which students can shift from non-
formal, technical and vocational to formal education. Likewise, students can
also shift from formal education to non-formal, technical and vocational
education system. Moreover, non-formal education system will be linked with
life skills and income generation programmes.

4. Alternative education, non-formal education, open education and distance
learning system will be developed in order to increase citizens' access to
education opportunities.

5. Higher education will be strengthened and modernised in order to generate
experts and highly academic manpower that can compete in international
market.

6. Efforts will be made for physical, mental and emotional capability
development of the youths. Likewise, youth will be mobilised for social
inclusion and reconstruction of the nation.

7. A special programme will be carried out in order to increase the access to
education of women, Dalit, disable, backward class and ethnic groups,
Madhesi, conflict victims and conflict-displaced people.

Programmes
Various programmes have been formulated to materialise the visions set by the Interim
Plan. It has separated programmes by different education levels: pre-primary, primary,
lower secondary, secondary and others.
Secondary education:
Free education will be provided to the poor, Dalit, backward caste group, ethnic groups,
martyr's children, conflict victims, women and persons with disabilities for increasing
their access to secondary school education. School library support programme will be
continued. Scholarship programme will be expanded to increase the enrolment of girls
to higher education.
Some special programmes have also been developed. The government has planned to
reform the high school education structure. High school will comprise grade 9 to 12
according to new reform plan. Thus, the concept of higher secondary education will be
abolished. A new education system: general education and technical/vocational
education system will be introduced in the secondary level. Once this system will be
initiated, students can shift from general to vocational and vocational to general
education easily.
Major programmes for educational development in the Interim Plan (NPC 2006: p.14):
1. Astructure will be developed to establish high school education, grade 9 to12.
2. General education and technical - vocation education system will be
developed at the high school level.
3. Vocational education will be taken to target groups (at the grassroots) in
coordination with local government and private sectors.
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4. A system will be developed so that students can shift from general to
vocational education and vocational to general education easily.

5. A package programme will be introduced in order to encourage women, Dalit,
disable, Madhesi, conflict victims and poor to participate in higher education
programme.

6. An intensive income generation oriented vocational training programme will
be developed and implemented targeting backward caste/ethnic groups,
Madheshi, Dalit and poor.

7. Special training packages will be developed targeting the youth who work in
Nepal and also go abroad for work. This will be done in partnership with the
private sector.

8. Various vocational training schemes will be developed based on the demands
made by private sectors.

9. Vocational education will be incorporated in to higher education level as well.

10. Skill testing programme will be implemented to promote indigenous skills.

lll. Vocational and technical education in Nepal

1ll-1 Historical aspect

An Aurvedic school was established to train Aurvedic physicians in 1929 which can be
accepted as one of the pioneer formal attempts to produce technical human resource
in Nepal (CTEVT profile 1994, p.2). Since then, various attempts have been made in
order to develop technically capable human resources in Nepal. Different institutions
have been established and technical knowledge and skills have been transferred,
however, no systematic approach was introduced.

Government made its efforts to attach vocation education to general education from
grade 6 to 10 in the 1960s. The main purpose of this attempt was to impart vocational
knowledge and transfer technical skills to the students of grade 6 to 10.

The New Education System Plan (NESP) was introduced in 1971 that attempted to
establish vocational education in every secondary school throughout the country.
Agronomy, poultry, animal husbandry, accounting, secretarial science, home economic
and so on were the subjects taught in secondary schools. In general schools, 20 percent
of the credit was allotted to a vocational subject and in vocational schools, about 40
percent of the time was allotted to vocational subjects (CTEVT 1994, p.2).

The government continued NESP in secondary schools until 1979. However, the
graduate students from secondary schools could not compete with the students who
graduated from vocational schools. Then, the government realized that more intensive
skills should be given to the students for getting jobs in the market. One hour
vocational teaching in school is not adequate to obtain intensive skills.

Thus, the idea of establishing formal technical schools for providing intensive skills and
more focused knowledge on vocational subject emerged. Karnali Technical School in
Jumla, established in 1980, has been the first technical school in Nepal. The concept of
NESP was withdrawn in 1981. And, a Technical and Vocational Education Committee
was formed in 1982 for the management of technical schools. This idea was followed
by the establishment of the Directorate of Technical and Vocational Education (DTVE)
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under the Ministry of Education and Culture. DTVE coordinated the training activities of
technical schools, designed curriculum, conducted examinations and certified
successful candidates. As progress, eight technical schools were established by 1994,
Out of seven technical schools, Kumbheswor and Sanothimi technical schools were
established with private funding, however, recognised by the DTVE. Hence, ultimately,
various efforts made by the government for producing basic and mid-level skilled
human resources supported to form the Council for Technical Education and Vocational
Training.

111-2 Council for Technical Education and Vocational Training (CTEVT)

The Council for Technical Education and Vocational Training (CTEVT) was established in
1989. It is the policy formulation and coordinating body for technical education and
vocational training throughout the country. It also coordinates programs, develops and
expandstechnical education and vocational training (TEVT) and ensuresquality of TVET.
It was initially established under the Act, 1989 and amended in 1993. It has an assembly
composed of 24 members and a governing board of nine members. It is chaired by the
Minister of Education. Currently, CTEVT has nine divisions: vocational training and
community development division, curriculum development division, skill testing
division, research and information division, examination division, planning and policy
formulation division, polytechnic division, accreditation division, technical division and
administrative division.

CTEVT has set its vision as: No Nepali should be unemployed due to lack of access to
TVET programme. CTEVT says that "At CTEVT, skilled workforce preparation is our key
responsibility (CTEVT 2005)." CTEVT aims atproducing capable technical human
resources in the country. Other goal is to coordinate TEVT stakeholders for enhancing
efficiency, effectiveness and responsiveness. Quality maintenance and self-reliance are
also its other major concerns.

Under the CTEVT system, there are eleven zonal level technical schools scattered
around the country, three polytechnic schools, two village level Vocational Training and
Community Development (VTCD) centers and the Training Institute for Technical
Instruction (TITI).

In addition, the CTEVT has granted affiliation and recognition over 110 private training
institutions offering 175 technical SLC level programs (TSLC). The CTEVT affiliated
technical institutes have been offering courses in community medical assistance (CMA),
junior technical assistance (JTA), junior technicians (JT), auxiliary nurse midwife (ANM);
Electrical, Mechanical, Civil, Naturopathy, Therapy in Acupressure, Ayurvedic, dental
and laboratory technicians; land surveyor (AMIN), Carpet Weaving, Wood Works,
Carpentry, Welding, General Mechanics, Auto Mechanics and Food Technical Assistant.
Youths with school leaving certificate (SLC) are admitted in diploma programs, which

Karnali Technical School (Jumla district), Lahan Technical School (Siraha), Uttarpani
Technical School (Dhankuta), Lalitpur Technical School (Lalitpur), Kumbheswor
Technical School (Lalitpur), Jiri Technical School (Dolakha) and Sanothimi Technical
School (Bhaktapur district).
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require three years to complete. There are 57 such programs operating in the private
institutions affiliated with CTEVT. Students in Technical School Leaving Certificate
(TSLC) level should pass the centrally administered entrance examination to get
admission in these programs. At the end of the program a final examination is
administered and the successful students receive nationally recognized certificate from
CTEVT.
Skill testing system
CTEVT has skill testing division which has the responsibility of certifying the skill level of
individuals to know whether they have been trained appropriately or not. They do
testing of all basic, mid and higher level manpower. The division conducts national skill
competitions in various occupational areas. Skill standards in different occupation and
levels are developed. They also provide skill tests to those who have acquired skills
informally. The division develops the dictionary of occupational classification suitable to
Nepalese context. Moreover, they do provide opportunity for enhancing career of the
industry workers and individuals (CTEVT 1994, p.14).
Table 6-1 and Table 6-2 give recent statistics over TVET programmes and students
enrolled in the programmes.

e  Public TSLC programmes are found in engineering, health and agriculture in

balance. However, private programmes are skewed toward health sector.
e Office management and food technology have very few training programmes.
e The number of students received short-term training programmes is juts over
10,000, which is far below to the market needs

Table 6-1: The number of TVET programs in Nepal

Program Public (CTEVT) Private Total
Areas
TSLC Diploma Short Term TSLC Diploma
training
Number % Number % Number % Number % Number % Number of
of of of of of programs
programs programs programs programs programs
Engineering 10 47.6 4 50.0 1,079 45.9 33 18.9 28 53.8 1,154
Health 5 23.8 2 25.0 440 18.7 126 72.0 | 20 385 593
Agriculture 5 23.8 2 25.0 480 20.4 10 5.7 3 5.8 500
Office 1 4.8 0 0 0 0 3 1.7 0 0 4
management
Food 0 0 0 0 0 0 1 0.6 1 1.9 2
technology
Tourism 0 0 0 0 352 15.0 0 0 0 0 352
Community 0 0 0 0 0 0 2 11 0 0 2
development
Others 0 0 0 0 0 0 0 0 0 0 0
Total 21 100 8 100 2,351 100 175 100 52 100 2,607
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Table 6-2: The number of students of TVET programs in Nepal

Public (CTEVT) Private
Total
Program Areas TSLC Diploma TSLC Diploma
Number Number Number Number Number
of % of % of % of % of
students students students students students
Engineering 463 51.3 168 49.1 1,480 20.6 1,420 61.1 3,531
Health 236 26.1 120 35.1 5,080 70.6 745 32.0 6,181
Agriculture 174 19.3 54 15.8 400 5.6 120 5.2 748
Office 30 33 |o 0 120 17 |o 0 150
management
Food 0 0 0 0 40 06 |40 17 | 80
technology
Tourism 0 0 0 0 0 0 0 0 0
C it
ommunity 0 0 0 0 80 11 |o 00 |80
development
Others 0 0 0 0 0 0 0 0 0
Total 903 100 342 100 7,200 100 2,325 100 10,770

Source: TVET Policy Platform, 2005.
Annex programme
CTEVT started the Annex Programin 2002 in collaboration with Department of
Education. This is a technical education program offered to general secondary schools,
which is cost effective as it has full ownership and support from the local community. It
has been implemented in 15 such schools, three in each development region on
experiment basis. This programme has provided courses in auto-mechanics, mechanical
and electrical fields, veterinary science, general agriculture, electrical and information
technology (CTEVT 2005).
IV.Key issues in School and Technical Education in Nepal
IV-1. Key issues related to lower secondary and secondary education
(1) Access to school facilities
Approximately 19% of primary school-age children are still out of schools.Of the total
primary level enrolment, approximately 35% of students leave school without reaching
grade 5. Those who enrol in and complete the lower secondary and secondary levels
are much smaller in number. A cohort analysis has indicated that out of 11 students
enrolled in grade 1, only one student will pass the School Leaving Examination
(Bajracharya and Sharma 2004: p.12).
Ethnic groups and Dalit's situation is relatively vulnerable in terms of having access to
education. Many marginalised children are out of school, they leave school without
completing primary education. Many children of those marginalised groups cannot join
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secondary education for lack of resources as well as the need to work for a day-to-day
living.

Geographical condition has been another hindrance which has contributed for 'no
access to education' problem. Two hours commuting for school (secondary school) is a
common case for hilly remote people in Nepal. Many children cannot go to school
during the rainy season as the water level of the river comes up. Number of school is
also lower in compare to the number of school going children. On average 1.66 schools
are available for every thousand persons in the country (Nepal Census Indicators,
2003). On the other hand, there is no special programme planned for those who are
dropped out of the school.

(2) Lack of quality education

Quality education has always been a major question in education system in Nepal.
Mainly among government schools, lack of adequate number of teachers, lack of
trained teachers, and lack of education materials have been the major problems. Only
1.3% primary, 0.9% lower secondary and 1.9%secondary teachers are trained in Nepal.
Trained teachers hardly go to schools in rural area. It has created a big gap between
private and public schools. It also has created two classes in the society. Such situation
always makes effects during the SLC performance. More students from the private
school successfully complete the SLC exam; on the contrary, many fail from the public
school. Table 7 reveals that grade 10completion ratiois very unsatisfactory. Only 45.1
percent of those who appear in the exam could pass the exam in 2005.

Table7: Passing rate at grade 5, 8 and 10 in the final exam (2005-06)
Students | Grade 5 (%) Grade 8 (%) Grade 10(%)

Total | Dalit | Janajati | Total | Dalit | Janajati | Total | Dalit | Janajati

Girls 86.4 82.4 | 80.6 83.5 79.2 | 77.8 434 415 | 45.7
Boys 86.9 849 | 86.2 84.2 83.8 | 814 46.4 43.6 | 50.5
Total 86.7 83.8 | 83.6 83.9 819 | 79.7 45.1 42.7 | 48.3

Source: Education Flash | Report 2006

Looking at the census data 2001, one can deduce the fact that among approximately
900,000 children born in Nepal in 1985, only 43,000 have passed SLC. Only 6 percent of
the enrolled in grade one can pass the SLC exam. Many rural people sell their assets or
land to provide education to their children taking loans. On the contrary, many more
youth are hanging around with any work even after completing SLC. Such situation has
created negative feelings among the parents towards the importance of education.
Number of students passed out SLC (CBS 2001):

1. 81% of children enrol in grade one.

2. 66% of enrolled in grade one pass grade five.

3. 15% of enrolled in grade one complete grade ten.

4. And, only 6% of enrolled in grade one pass SLC.
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(3) Lack of community participation in decision making

Many schools in the community have 'school management committee' (SMC) which
mainly look after the over all management of the school. Social workers, leading
farmers, intellectuals take positions in this committee. Participation of normal farmers,
women, Dalit and poor in the committee is very low. Marginalised people's voices are
hardly heard. Moreover, this committee has no rights to make decisions about
curriculum made by the government in the centre.

Nepal has diversities in many ways. More than 60 ethnic groups are living in the
country and more than 60 languages are spoken. In many areas, ethnic groups, mainly
children, cannot speak Nepali language. Under such a situation, teachers from outside
and from other ethnic group cannot be effective in teaching when they cannot speak
local language. The rights have not been given to the local people to choose and decide
about the teachers. Similarly, in such diversified context, a single curriculum cannot be
effective. Local people have no rights to make decision about the curriculum as well.

(4) Lack of efficient implementation

All the five-year plans have mentioned various programmes for the inclusion of all caste
and ethnic groups. All the plans also have focussed on creating skilled human resource;
however, implementation part has been ineffective and insufficient.

The District education deploys teachers to many rural schools. However, those teachers
do not arrive in the respective schools. No disciplinary actions are taken against such
teachers. Likewise, the process is very long to make decision when schools in rural are
to make some demands to the district education office.

V. A case study in Makwanpur district

V-1. Purpose

The purpose of this case study is to have users’ voices over secondary and technical
school education in skill development formulation in Nepal. Specific questions include:

1. Has (technical) education been satisfactory/useful?

2. What are people’s needs/expectations over skill subjects at school?

3. What are people’s perceptions over skill and technical education in Nepal?
With these inquiries in mind, this study will make us to think of the strength and
weakness of school education in technical and vocational skill development in Nepal.
V-2. Research methodology
The research method used for this case study is as follows. This study has adopted “a
micro-case study” in one district in Nepal, which cannot be generalized but suggest
something for us to review the school education in Nepal.

It is important to examine the real value of school education and TVET programs from
the beneficiaries’ view points.Especially, the following linkage needs to be closely
examined:

Satisfaction of schooling/Technical education; School education and Jobs, and Needs
for education and TVET. This survey was conducted from December 2007 to March
2008.
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The field of this case study is the Hetauda area in Makwanpur district in Nepal and the
case study was carried out with the following survey instruments and targeted groups.
1. Survey over school satisfaction, needs, understanding over technical and
vocational education.
2. Questionnaires-based survey (quantitative) and Focus group discussions
(qualitative)
3. Targets: Students (recent graduates), Parents and Teachers™
Table 8 has shown the number of respondents by category of the schools.

Table8: Schools in the case study and the number of respondents

Respondents %
A secondary school 36 19.1
B secondary school 35 18.6
C secondary school 36 19.1
D Technical school 22 11.7
E Public CTEVT 11 59
F Private CTEVT 28 14.9
Former migrants 20 10.6
All total 188 100.0
Table9: Ratio of the secondary school respondents by the level of grade
Secondary
School Total
Grade 8 Grade 10 Grade 11
Asecondary school | 16 15 5 36
44.4% 41.7% 13.9% 100.0%
B secondary school 18 10 7 35
51.4% 28.6% 20.0% 100.0%
C secondary school 17 11 8 36
47.2% 30.6% 22.2% 100.0%
Total 51 36 20 107
47.7% 33.6% 18.7% 100.0%

30The schools in this case study are detailed in the annex 1 of this report.
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V-3. Major Findings

(1) Quantitative analysis

Secondary school education

(A) School Satisfaction

Table 10 has shown school satisfaction of students and parents. This is shown as the

ratio of the responses to the four level of satisfaction: “satisfied” “somewhat satisfied”

“somewhat unsatisfied” and “unsatisfied.”As shown, more than 90% of the

respondents feel satisfied or somewhat satisfied toward overall for the secondary

school. The same tendency is seen for teachers, school building, and distance to

school. However, satisfaction levels of students and parents are lower for school fees

and school management committee. One note is that there are around 15% of

students do not feel satisfied or somewhat satisfied with the school teaching subjects.
Table 10: Satisfaction for secondary school (Students and Parents)

Students Parents
(Total: Satisfied+Somewhat | (Total:
satisfied) Satisfied+Somewhat
satisfied)
OVERALL 93.5 (40.2 + 53.3) 95.4 (46.2 + 49.2)
Teachers 92.5(51.4+41.1) 93.8 (63.1 + 30.8)
School fees 50.5 (15.0 + 35.5) 67.7 (33.8 + 33.8)
Teaching subjects 85.0(52.3+32.7) 29.2 (9.2 + 20.0)
* Don’t know (67.7%)
Textbooks 86.0 (44.9+41.1) 29.2 (9.2 + 20.0)
* Don’t know (67.7%)
Distance to school 86.8 (71.7 +15.1) 93.8 (76.9 + 16.9)
School Management | 64.5(29.0 + 64.5) 61.5(29.2 + 61.5)
Committee
School building 92.5 (56.6 + 35.8) 100.0 (98.5 + 1.5)

Table 11 has shown the needs of students, parents and teachers for teaching subjects
at school. Needs of students include study primary health care, agricultural technology,
sports and art, music. Similarly, needs of parents include primary health care and
agricultural technology. In addition, they include agricultural technology and vocational
training. Needs of teachers include vocational training, agricultural technology and
primary health care. The three groups show that primary health care and agricultural
technology are important subjects for school education. Speaking of vocational
subjects, both parents and teachers place a high priority but students do not think this
is important for school education.
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Table 11: Needs for school subjects by students, parents and teachers (%0)

Students Parents Teachers

Ethnic language 47.7% 70.8% 55.6%
Agricultural Technology 82.2% 95.4% 83.3%
Industrial Technology 75.7% 92.3% 61.1%
Management 74.8% 64.6% 77.8%
Sports 82.2% 80.0% 55.6%
Art, Music 81.3% 84.6% 44.4%
Vocational Training (wiring, | 57.9% 95.4% 88.9%
plumbing, etc.)

Primary health case 95.3% 95.4% 83.3%

(B) Usefulness of school subjects for work

Table 12 has shown that usefulness of school subjects for work. This question was
asked both to students and parents. Thus, there are some gaps between students and
teachers in their view toward school subjects if they are useful for work in future, say,
practicality of school learning. Students think English, Computer skills, Sciences and
Mathematics important. On the other hand, teachers also think English and Computer
skills important. In addition, they think that Nepali language and environment and

population studies are useful for work.

Table12: Usefulness of school subjects for work by students &teachers (those who

think it useful in %)

Students Teachers
Language (Nepali) 27.1 50.0
English 82.2 66.7
Mathematics 58.9 38.9
Social Studies 15.9 22.2
Sciences 67.3 44.4
Moral education 20.6 333
Computer education 76.6 61.1
Optional mathematics 29.9 22.2
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Economics 18.7 22.2

Accounting 355 22.2

Environment and population studies 215 55.6

(C) Satisfaction toward school subjects
Table 13 shows the satisfaction toward school subjects by students and teachers. It is
interesting to find that, on the contrary to the result over usefulness of school subjects
as shown above, students feel satisfied with Nepali language and social studies.
Teachers feel satisfied with social studies and accounting. For the subjects viewed as
useful and key for work by students and teachers receive low in satisfaction.

Table 13: Satisfaction toward school subjects by students and teachers

Students Teachers

Language (Nepali) 57.9 27.8
English 40.2 22.2
Mathematics 45.8 111
Social Studies 49.5 66.7
Sciences 37.4 11.1
Moral education 18.7 16.7
Computer education 215 11.1
Optional mathematics 215 11.1
Economics 21.5 5.6
Accounting 234 50.0
Environment and population | 40.2 33.3
studies

(D) Supports for schooling

We have asked if parents received any financial, material and/or moral supports for
children’s schooling. Less than one-third of respondents received a type of financial
supports. Otherwise, there is no support for schooling.

(E) Difficulties of the secondary school
We have asked both students and parents if there are difficulties for the secondary
school. As shown in Table 14, both students and parents pointed out that financial
problems. Parents also pointed out that little family support, drop-out as problems
with the secondary school education.
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Table 14: Difficulties with the secondary school by students and parents

Students Parents
Financial problems 48.6% 72.2%
Academic performance 26.2% 38.9%
Little support from family 9.3% 55.6%
Problems with teachers 12.1% 27.8%
School bullies 10.3% 11.1%
Drop-out 14.0% 33.3%
Others 23.4% 16.7%

(F) Effectiveness of general education for job market

We have asked both students and teachers if general education is effective to find jobs
in the labour market. Teachers perceives general education is effective for job market,
while only less than one-fourth of students perceive the general education as positive
for finding jobs.

Technical and Vocational Education and Training

(G) Recognition of TVET program

We first have asked if people recognize the TVET programs such as TSCL program and
short-term training programs. As shown in Table 15, among parents, less than one-
third recognized the TSLC program. Even among students, just over half of them
recognized the program. Close to 80% of teachers recognized it. As for short-term
training programs, more people are aware of them. Especially, this number went up for
parents. Yet, the student group have lower awareness of the skill development
programs in Nepal.

Table 15: Recognition of TVET programs by students, parents and teachers
Students Parents Teachers
Recognize TSLC 52.9% 29.2% 77.8%
How did you know the | Teachers. Radio | Radio, VDC, Teacher
program Family
Recognize short-term training | 69.7% 80.0% 88.9%
program

(H) Interest of TSLC Students in TVET programs

Current students of the technical secondary school have higher interest in
technicaleducation. We have included the following question: do you have an interest
in technical education? Both strong interest and somewhat interest combined
surpassed more than 85%.
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We have asked how you select the technical education program and job prospects
(72.9%), course contents (64.9%) and financial issues such as school fees (56.7%) are
pointed as important aspects for the selection of the appropriate technical program.

)] Satisfaction of the technical school by current students

The level of satisfaction toward the technical school program by the current students is
high. Overall satisfaction is 86.9% by combining satisfied (44.3%) and somewhat
satisfied (42.6%). For teachers, this number went up very high more than 90%.
However, school fees, textbooks and school management committee received less by
the students in their satisfaction.

(J) Difficulties with the technical school by students
We have asked the current students if there are any difficulties with the school they go
to. As shown in Table 16, financial difficulty is found as a problem and academic
performance and teachers’ treatment have some difficulty.

Table 16: Difficulty with the technical school by students

Students
Financial problems 54.1%
Academic performance 24.6%

Little support from family 13.1%

Problems with teachers 23.0%
School bullies 6.6%
Drop-out 0.0%
Others 16.4%

(K) Recognition of the National Skill Test

We have also asked if they knew about the National Skill Test by the government.
More than 80% did not hear about the National Skill Test. It is important to note that
many are interested in the test among those who never heard of it.

(L) Preference over general school or technical school by parents

We have asked parents over their preferences over general school education or
technical school education. Less than 10% of the respondents preferred general school
education. On the other hand, more than 80% preferred schooling with technical
components — general school with technical subjects and technical school education.

(M) Parents’ interest toward short-term training programs
We have asked parents if they have interest in short-term training programs. More
than two-third of the respondents have interests in the short-term programs.
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(N) Perception over general education vs. technical education by students and parents
We have included a question regarding the usefulness of general and technical
education in Nepal for overseas work. Tables 17 show the results. It is interesting to
notice that both parents and students consider technical school education useful for
jobs overseas. Counting on their limited knowledge over technical education in Nepal,
this result shows their high level of expectation toward the school education.

Table 17: View : Is general education useful for overseas work?

Students Parents
Respondents | % Respondents | %
Very useful 14 7.5 2 3.1
Somewhat useful 107 57.2 11 16.9
Not useful 31 16.6 41 63.1
Not useful at all 22 11.8 1 1.5
Do not know 13 7.0 10 154
Total 187 100.0 65 100.0
Table 18: Students’ and parents’ views : Is technical education useful for overseas
work?
Students' views Parents' views
Respondents % Respondents %
Very useful 29 35.8 40 61.5
ig;jlwhat 37 45.7 13 20.0
Not useful 3 3.7 0 0
Do not know 12 14.8 12 18.5
Total 81 100.0 65 100.0

Jobs overseas and Jobs in Nepal

(o) Students’ Interests in jobs overseas

We have asked students if they plan to go overseas for work. More than two-third of
students have planned to find jobs overseas. Destinations in which they are interested
include USA(18.1%), Japan (Korea, 9.6%), Middle East and Malaysia 8%).

Furthermore, we have asked how soon they would like to go abroad for jobs. As Table
40 shows, less than 10% plan to migrate for work within 1 year and almost the same
ratio for within 1-3 years. The majority have no specific time to migrate.
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Table 19: Specific time frame for migrant work
Respondents | %
Within 1 year 15 8.2
Within 1-3 years 16 8.6
Like to go but no specific time 92 50.0
No plan 61 33.2
Total 184 100

(P) Students’ view of job prospects in and out of Nepal

Given the number of jobs in Nepal is limited and jobs available overseas, we have asked
students if they would like to stay in Nepal or not if jobs are available. As Table 41
shows, students prefer to stay in own local areas if jobs are available.
available in Nepal, they like to grab jobs in the country. This does confirm the

importance of job creation in Nepal to meet people’s needs for livelihoods.
Table 20: Preferences for working places by students

Respondents | %

If jobs are available in local areas, | will stay in Nepal | 101 53.7

!fJObS are available in anywhere in Nepal, | will stay 78 a1s

in Nepal

Anyway, | will go to foreign countries for work 5 2.7

I am not sure. | do not know. 4 2.1

Total 188 100.0
(1) Qualitative analysis: Focus Group Discussion (FGD)

In this section, the findings of the FGD are presented. Tables 43 have shown the results

of the FGD with students, teachers, parents and VDC representatives.
Table 21: FGD Outcomes
Table 21-1: FGD Question 1: What is your view over students' need for education?

Students

Teachers

Parents

VvDC
Representatives

e Necessary to
find good jobs
with good
income;
enough to live.

e They want to

e All the children
must be educated.

e Country's
development is
impossible without
educated people.

e Uneducated
person is not
counted in the
society.

e Only the
educated ones will

e Education is of
course very
necessary. But,
Nepal's education
system is not
practical, only
general subjects
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become high
professionals
or teachers in
college.

e Some want
to go abroad
for work and
earn a lot,
come back to
Nepal and start
business
having good
education.

e All youth
have a dream
of becoming
educated, get
job, earn a lot
and have
happy life.

o Education is the
basic rights of the
children.

+ Vocational and
technical education

need to be
included from the
grade of six or
eight.

get good jobs
(enough to live) in
the future. 'A child
can be a good
citizen if s/he gets
education'.

taught in school.
Neither can it teach
life skills to the
students.

e Only general
education does not
help students to
make their future
bright.

¢ Technical
education should be
provided from the
grade 8.

¢ In technical
education,
agriculture,
engineering,
computer skills,
carpentry subjects
should be included.

Table 21-2: Question: Are you satisfied with the school education given at present?

Students Teachers Parents VDC Representatives
e Some are e Not fully e Some are | o« It's okay but it
happy with the happy. somehow satisfied. | cannot secure the
education they « We canbe Many said only | student's future in
have because they happy when our having general | terms of having job
can learn various education cannot | opportunity.

things. Many said
they are not fully
happy because
thereis no
guarantee that
only general
education can be
helpful to find
good jobs.

¢ All said about
the importance of
technical and
vocational

students become
educated, get
jobs and live
happy life.

be helpful to find
jobs.

e« All want to
have vocation and
technical education
in school.

e Seven
members said
technical education
should be
incorporated with
high school
education from

e The goal of present
education system is
not clear. What we
really want to produce
is not very clear. Many
more parents are not
serious to send their
children in school,
mainly because of this
reason.
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education for the
students.

grade eight.

e All the schools
should have
technical courses
and they should
teach it practically.

Table 21-3: Question: What is your view over technical and vocational education in

Nepal?

How much do you know TEVT?

Students Teachers Parents VDC Representatives
e No students | ¢ Nepal, which ¢ No participants e Vocation education
know about TSLC. | does not have know about TSLC. is very important for
« They have enough places to e Some have Nepal which is mainly

heard about
technical training
like, plumbing,
sewing, carpentry
and wiring, which
is provided by
NGOs.

e Some have
heard about
short-term
training. Few
students' parents
have received
short-term
training on dairy
product,
plumbing,
veterinary.

provide jobs,
needs technical
and vocational
education.

e Those who are
less educated
(general
education) but
have technical
skills can earn
more than an
educated person.

e Hetaudais
regarded as
industrial (small
scale) zone,
technical skills,
therefore, is very
important for the

people in this area.

e Some know
about TEVT. They
know plumbing,
carpentry,
veterinary, JTA
training provided.

heard that different

organisations
provide short-term
training on
cooperative
management,
sewing-knitting,
etc.

¢ Only few have
heard about
Hetauda Poli-
technical school
that provides
training on
plumbing and
house-wiring.

based on agriculture
for living.

e« Some know about
TEVT. But, many even
have not heard the
name.

e Some are aware
about Makawanpur
technical school which
provides courses on
health related
subjects.

e Technical schools'
cost is very high.

e They suggest
providing heavy
subsidy or scholarship
for the poor students.
Otherwise, the poor
students always get
marginalised from the
benefit.
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Tale 21-4: Question: What needs to be done to improve skill among the youth in

Nepal?

Students Teachers Parents VDC
Representatives

e Technical and ¢ School should e Skill improvement | ¢« Vocational

vocational
education
should be
provided in
every school; in

high school level.

e Short-term
training should
be provided in
school. They also
said NGOs
should work
together with
schools for this.

¢ Government
should have
special policy to
train youth on
various technical
subjects.

start technical

education having
clear policy from
the government.

e School should
conduct short
term training on
different subjects
massively.

e Coordination

among the training

institutes, I/NGOs,
Government and
private sectors
should be
strengthened for
this programme.

o First, a survey
should be done to
find out the
number of
unemployed youth
in the district.

among the youth the
most important thing
in Nepal.

o Skills like, plumbing,
driving,
workshop/automobile,
and wiring.

e At least one training
institute should be
established in each
VDC.

e VDC office should
work together with
various I/NGOs in the
district for doing
training programme.

e Government should
think which training
will be better for the
youth which can
contribute for getting
jobs in the future.

subjects should be
taught.

e Education
board should
generate policies
which is very
much conducive
to create skilled
human resource
from the school.

e Government
should reduce the
fee for such
education
programme to
include the
students from
marginalised
groups.

e VDC's own
programme
should be towards
developing
technical human
resources in the
VDC.

e VDCshould
coordinate with
all education
related
institutions for
better education
in the village.
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Importance of education

Almost all the participants of each group revealed their opinion as 'education is most
important thing for their lives'. However, the students focussed more on the
importance of education as a means of getting good jobs to secure a handsome salary
for having 'better’ life in the future. Teachers emphasised the significance of education
for the contribution to the society to make it better as a responsible citizen. Teacher
also focussed education as the right of every citizen. Parents' group members seemed
to be have their children recognised as 'education people' as well as secure future with
good income.

Almost every group members emphasised on the importance of vocation and technical
education. Students showed their concern, in regard to have vocation education, more
for linking it with 'good income'. Likewise, parents showed their major concern on
having their children get job in the future. They seemed to be worried with their
children's future living. VDC representatives said that the general education taught in
most schools at present cannot help the students to learn the 'life skills' neither it can
secure the job in the future.

Satisfaction about the general education

This issue was mainly raised during the discussion with the parents' group members.
Some members revealed that they are 'somehow satisfied'. Yet, almost all did not
reveal their full satisfaction about the general education given now. Their main concern
was about the 'job security' even after being 'educated'. All the participants highlighted
the need of technical and vocational education for the high school students. They even
said that technical and vocation education should be included from the grade eight.
Some students said they are very happy for having general education as they can learn
many things from their school. But, many said there is a lot to be improved in general
education, mainly by including practical education, to link it with their future - getting
jobs. Teachers are also not fully happy with the present education though are teaching
it. Their main concern was that they want their students will gain better future
economically as well. VDC members were not sure to find out the main goal of the
present education system. 'What we really want to have by providing this education' -
many raised this question.

Another question discussed with all the groups was about the importance of technical
and vocational education. All the participants of all groups had high concentration
during the discussion on this issue. Though the students showed their high concern
about technical education, they have heard about various training and course. But,
nobody has heard about TSLC. Some participants involved in short-term technical
training. They also have not heard about the technical schools which provide technical
and vocational education in Makawanpur.

Teachers said, since all the youth cannot have adequate jobs in Nepal alone, they need
to go abroad for the search of jobs, for this technical and vocation education is very
essential mainly for the youth. One more thing added by the teacher group was ' the
reality is that those who have technical and vocation skills have higher opportunities to
have jobs than those who are educated but do not have technical and vocational
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education'. Parents also had high concern about the important role of technical and
vocational education for their children. However, most of them have not heard about
TSCL. Few have heard about technical schools which provide technical and vocation
skills. They said skills like plumbing, tailoring, wiring can be helpful to secure jobs in the
future.

Comparatively, VDC representatives were found to be more aware about the institutes
which provide technical and vocational education. They said it used to be one of the
main issues to be discussed during VDC planning meeting. VDC had also sent, by
providing scholarship, one local youth to study in technical school. They said that focus
on agro-based technical education should be provided, which is more appropriate in
Nepal's rural context.

Efforts to be made for improving the skills of youth in Nepal

To improve the skills among the youth in Nepal, in students' opinion, vocational and
education should be provided from the high school level. Moreover, short term
trainings should be provided on various subjects in school. Since many NGOs are
putting efforts on this, school should in collaboration with those NGOs to develop skills
among the students. They also suggested the government to come up with clear policy;
their main concern was in that it should be made compulsory in school. Teachers' ideas
to improve skills among the youth were more or less similar to the students. They also
focussed on the importance of working together with various NGOs and International
NGOs for the effectiveness of these courses as those organisations have long
experiences in providing such training. One more point raised by the teachers was that
a survey is necessary in order to find out the number of unemployed youth and also
understanding their ideas about 'improving skills among the youth'.

Parents' concern with regards to improving skills among the youth was similar to the
teachers and students. One new idea raised by the parents' group is to establish at
least one training institute in each VDC. They also suggested VDC to work together with
non-governmental organisations for establishing such training institute in VDC.
Likewise, the government should also support for this efforts by making a clear policy.
VDC representatives seemed to be self critical over this question. They said VDC should
allocate adequate budget to spend on human resources development in the grassroots
level. Likewise, VDC should coordinate with various non-governmental organisations for
this. They also said that it should be provided in each school. But, they showed their
concern about the expensive tuition fees to be paid to obtain for technical education in
Makawanpur. They, therefore, advocated for the provision of heavy subsidy especially
for the poor and other deprived population. Moreover, they also stressed more on the
importance of making appropriate policies for establishing technical and vocational
education at the school level.

Students' ideas about the subject matters and necessary changes in it

Some other questions had been raised during the discussion with the students' group
members. One issue was about their opinion about the subjects to be taught in school.
Almost all the participants expressed the importance of English language. School should
pay attention more on teaching it. Besides, technical subjects should be included from
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the grade eight. They think that computer, electronics, agriculture, veterinary and
automobiles can be other subjects to be included in the course. Any other important
subjects (they do not know - but important for them) should be included in the course.
Students said district education office can/should support for including new subjects in
the school.

VI. Conclusion

This study has paid attention to the needs of skill development and effectiveness of
school education to formulate solid base for the skill development through literature
review and a micro case study with qualitative and quantitative analysis. In this last
section, let us highlight key findings for further discussions over this topic.

Key issues related to skill development and employment

A. Lack of employment opportunity in Nepal: skill testing scheme for migrants
Employment opportunities are limited in compare to the number of people looking for
jobs in Nepal. Conflict occurred in last ten years hindered tourism and other small
industries which increased the number of unemployed youth. Many youth and adults
involved in agricultural work in rural villages could not live in their village due to the
conflict and migrated to urban areas for seeking jobs.

A study, done in 1997, reveals that there were 250,000 Nepalese employed in the
Indian army, police and government jobs and another 750,000 working in the private
sector (Helvetas 2006).

It is estimated that more than a million Nepali youth are working abroad: mainly in
Malaysia, India and gulf countries. However, those who go abroad cannot get good jobs
due to the lack of language, knowledge and higher skills.

Some youths who migrate to abroad for work have skills like carpentry, cooking,
plumbing, electrification and so on. However, due to insufficient skill-testing scheme,
those youths who migrated to other countries cannot have found jobs appropriate for
skills they possess. Unless certified are their skills, these migrants cannot find jobs
based on their skills.Most of the Nepalese migrants, therefore, involved in unskilled
labour work: most of them are working as guards, restaurant workers, house servants,
agriculture labours, porters, and other similar physical works.

Recently, some private organisations who manage their jobs abroad have been raising
this issue. CTEVT has started skill testing division which conducts skill testing
programme. This section, however, should upgrade its qualities that will meet the
requirement for working outside the country.

B. Lack of affordable vocational education

A big problem with the technical and vocational training provision in Nepal remains in
the limited population of the successful cohort through the general education, passing
the SLC or equivalent. Thus, if we examine the TVET policy and its performances in
Nepal, one should start with reform of the general education framework as well.
Number of technical schools in Nepal is very few run by the government. The five big
technical schools are in five development regions. But, this cannot cover many
students. The private sector has also started technical schools. The tuition fees in these
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schools are very high. For example, one student who wants to study CMA (community
medical assistance) has to pay at least Rs. 2000 per month. One poor family in a rural
area can live for a month with this amount. Besides, many people are not aware of
these technical schools.

A serious problem is related to the small number of trainee by TVET in Nepal. Only
50,000 persons a year have access to skill training including a week-long training to
three year training program (CTEVET 2005). Youths from disadvantaged communities
are deprived from TVET due to restricted entry criteria, passing SLC or equivalent. One
fundamental problem in the TVET provision in Nepal is the complete lack of formal
TVET programs targeted to serve primary and lower secondary school leavers with
various reasons.

In fact, according to the 1998 data, out of total working age population of 11 million
people, only 403,000 people indicated receiving some form of education and training.
Less than 4 % of the working population with training!

Job prospects for the students graduated from the technical schools are higher than for
those who graduate from general school. Makawanpur Technical School is running its
programmes at Hetauda a small town situated in the south of Kathmandu. Their
experience reveals that more than 90% of the graduate students from the school are
involved in jobs. It provides clear evidence in that technical education is viable for
Nepal.

The case story in this report shows how a girl of a village completed her study. She was
an example in the area to do hard work and complete school with better result. But,
after completing it, she got no jobs. It discouraged her, her parents and her neighbours
in a significant manner.

C. Irrelevancy and quality issue

Technical and Vocational training in Nepal has another problem in quality assurance
through trained teachers. Many TEVT institutions, especially private ones, have
instructors who have possessed little over the instructional techniques.  Skill
development needs to be combined with proper learning environment with
appropriate physical facilities, training materials and hands-on learning opportunities,
which are mostly found very weak in Nepal.

In addition, post-training support is another problem in TVET in Nepal. TEVT service
providers have focussed solely on training and do care little over the outcome of the
training given. Given the majority of the Nepalese workforce found in the self-
employed sector, a set of basic business skill development such as marketing and
accounting could be helpful.

Keys for secondary school and skill development in Nepal
> Vocational and technical education should be developed as one of the first
priority for the new government to secure Nepalese livelihoods. In this regard, our
analysis come up with the following points:
e The government should prepare a clear policy on vocational and technical
education. Such policy should be more conducive for the poor and other
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deprived people to have access to vocational and technical education.
(STRATEGIC TVET PLAN)

e Vocational and technical education is the most important to be taught in
school from the high school level, if possible from the grade eight. (SCHOOL
SYSTEM REFORM RIGHT TRUCK!)

e Vocational and technical education can support the youth more (than general
education) to get jobs in the future. (CTEVT and SUCCESSFUL PROGRAMS IN
UPGRADE, F-Skills and SEP)

e  Though almost all the participants advocated the importance of vocational and
technical education, many of them are not aware of technical schools which
are providing technical education. So, disseminating the information about
technical institute in Makawanpur (and also outside the district), which are
providing technical education. (ACTIVE INFORMATION DISSEMINATION)

> Need to reform the general education in Nepal by careful selection of teaching
subjects at school and installing support for families to continue children’s schooling. In
this regard, our analysis come up with the following points:

e The local people; students, parents, teachers and others do not seem to be
fully satisfied with the general education provided, at present, to the school
students. (SCHOOL REFORM)

e General education is necessary but many new subjects should be included in
the curriculum.(RELEVANT SUBJECTS SELECTION)

e Subjects like (in terms of vocational and technical education) agriculture,
veterinary, automobiles, etc. should be included in the course. (TVET
SUBJECTS)

> Need to have stable and strong support from VDC for schooling and skill
upgrading of the Nepalese youth. In this regard, our analysis come up with the
following points:

e VDC, a local government body, should work together with other institutions,
like NGOs and INGOs, for promoting vocational and technical skills among the
youth in the village.(LOCAL INITAITIVE TO DEVELOP EDUCATION AND TVET)

e VDC should also allocate its budget for the human resource development in
the village itself. (LOCAL COMMITMENT FOR SKILL DEVELOPMENT)

> Meeting labour market needs outside Nepal to broaden chance for finding
jobs for Nepali. In this regard, our analysis come up with the following point:

e The large number of the Nepali youth going abroad in search of jobshas risen
year by year. Vocation and technical education, therefore, can be helpful to
find 'skilled jobs' in abroad. Skill Testing is needed to ensure the level of skills
by the Nepali when they go abroad. (TVET for OVERSEAS JOBS)
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Annex 1: Schools surveyed in this case study

1. Number of students

School's | Primary level Lower secondary | Secondary level Total
name level
Girl | Boy | Tot | Girl | Boy | Tot Girl | Boy | Tot | Girl | Boy | Tot
s s al s s al s s al s s al
A 160 | 140 | 300 150 | 130 | 280 50 21 71 360 | 291 | 651
Seconda
ry
School
B 220 | 180 | 400 | 80 70 150 | 80 60 140 | 380 | 310 | 690
Seconda
ry
School
C 171 | 200 | 371 238 | 194 | 432 147 | 135 | 282 556 | 529 | 108
Seconda 5
ry
School
2. Number of teachers at present
School' | Primary level Lower secondary | Secondary level Total
s hame level
Mal | Fema | Tot | Mal | Fema | Tot | Mal | Fema | Tot | Mal | Fema | Tot
e le al e le al [3 le al [3 le al
A 3 5 8 3 0 3 3 0 3 9 5 14
Second
ary
School
B 7 6 13 3 0 3 3 0 3 13 6 18
Second
ary
School
C 9 6 15 7 2 9 8 3 11 24 11 35
Second
ary
School
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Weaknesses and Improvement in Public
Service Delivery in Nepal

Dr. Badri Pokhrel*

Abstract

In one hand, government always tries to extend the public services and its quality like,
education, health, sanitary, drinking water, human rights and so on. On the other hand
people seek those services in a better condition. Both, the supply as well as demand
side is monitored and judged by the civil society and independent groups.

Generally, the public services are for all people. However, especially these public
services are for the poor and economically and socially handicapped families.
Therefore, the monitory value of public services is countless. However, present nature
of global government is catalyst, facilitator and promoter. Government just enacts and
amends Rules and Acts and brings into action without any partiality. Although the
attention and focus must be drawn towards people who are socially backward,
economically poor politically backed from the mainstream.

Effective service delivery always is in debate irrespective to develop or developing
countries. The government wants to take the opportunity of receiving public praise
where the general people always complain against public service delivery. The Policy,
the Regulatory bodies, the Service organizations and the Clients are the stake holders
of service delivery. They must have good understanding. But the concept of
'Government is bad and but business is good' always hinders the theoretical value of
effective service delivery and make questions on the service delivery process and result
of the government.

Due to the lack of effective access in public services the popularity of the government is
in descending order. On the contrary, the citizens' movement with
departmentalization, privatization is climbing up. The advocacy is spread against the
large size and executive government everywhere.

Service delivery concept is deviated with the existing bureaucratic efficiency. Hence,
bureaucracy is tradition based in red tap whereas the stand and slogan of the citizen
(people) is being gradually strong. This reality seeks to find out the lack of bureaucracy
in one way and the networking and controlling mechanism to the general people who
always damp care the capacity of the government and resources available in the other.

However, service delivery process is to be strengthened and given high priority to
facilitate the global understanding of 'god people'. The role of the bureaucracy is to be

* Joint Secretary, National Women Commission, Nepal.
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reviewed consultation with the stakeholders, measurement of the service standard,
information flow, choice and alternatives, value of money, grievance handling,
transparency and other similar many more way outs who could be the real supportive
for effective and need base service delivery. This article raises some issues which really
is in debate in the whole globe.

1. Introduction

There is always a debate about the functions and boundary of the government work.
Mostly, the people are not satisfied with the services rendered by the government.
Therefore, it has been a topic of mass discussion in various gatherings that the
functions run by the government offices are less efficient, poor and non responsible.
Most of the services provided by them are poor in quality, irregular and not responsive
to people's needs. On the one side the size of the government is widening day by day,
on the other side, the private sector however, has been promoting and widening. Since,
peoples' needs are unlimitedly growing. In such reality government's role is difficult to
fix. Different sectors of the profession, business and working hierarchy deserve
different skill, grade and level of achievement. Availability of resources, physical
(monetary and / or mechanical) or human is uneven and uncertain. In this scenario, it is
really difficult to fix and marginalize the functions of government. Every new problem
seeks help from the government policy umbrella. Some of the areas handled by the
private sector are praiseworthy, so follow able. Some of the development activities are
rapidly growing through the support of the exogenous involvement. Extensive network
of the functions of the government bureaucracy, on this line, is to be seen. The tasks of
the government employees are diversified. Area of the work has been broadened. New
problems and challenges are frequently seen, though the government has not been
able to activate it's employees to fully cope the challenges. Consequently, the services
rendered by them are poor, irregular, not responsive and insufficient.

In the light of good governance, a government's tenure is based in its service delivery
mechanism and quality. The services provided by the government if are according to
the public need the government is called good and vice versa. Process mechanism and
legal bases are the indictors as such. Transparency is another ingredient. However,
government is in the centre or focus. Government makes policy, produces the services
and delivers. All the government decisions influence the private and public entities
directly or indirectly. Hence, only the government produces services but the
organizations beyond the government also work in service production. They, in one
way, produce services and in the other way as a watch dog of the government. If the
government, for example, hikes the price of the services by any cause they also hike.
But they prove that price hiking has been possible not by their causes but by the cause
of the government. Therefore, government is just the cog or note rather than the
numerical role bearer in service delivery everywhere.

Sometime it is said that Government is an abstract organization. It is neither good nor
bad in its shape, frame and image. The service provided by the government is being
delivered through the bureaucracy who is working in the field of public services.
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Therefore, it is a common saying that the government can not be better than its
bureaucracy. For a general citizen, government is a person who comes in his contact. If
the person who comes in contact and delivers services promptly, timely and in
disciplined way the image of the government goes up. But the personnel, the
representatives of the government are the one who draw and through real message to
make popular or to blame. They also are called public servants. They are merely
servants not masters who work on the basis of remote controlled by another power. By
and large, the image of the bureaucracy is always negative and dissatisfactory. Such a
negative attitude towards the bureaucracy is seen not only in Nepal but also in the rest
of the world irrespective to develop or developing countries. Therefore, a hue and cry
always makes aware the top level bureaucracy by a slogan "Government is bad
business is good".

2. Public Commitment

Public commitments are seen in the government programs frequently. National
Planning Commission and Ministry of Finance, in their publications have outlined some
drawbacks of the government side and recommended some correction measures.
There are few steps highlighted and talked into active consideration in the directives
red book. To provide the state services promptly, efficiently and impartially stress is
given to reform programs relating to motivate administrative mechanism to be people
oriented, transparent and accountable. In the direction of making civil service
productive, efficient and effective, the bureaucracy and the government institutions
are supposed to be trimmed in right size. According to the necessity, administrative
reform measures could be launched including the closer or merger. It is committed that
unproductive employee- positions will be curtailed and new positions will not be
created except in extremely essential tasks. The budget speech further announces that
all the vacant positions of the ministries and offices there under and of the government
owned corporations would be freeze through restructuring. As a result of such freeze
action, the excess or short fall to positions in the concerned Ministries, Offices or
Corporations will be filled by internal adjustment on the basis of assessment and work
performance. But, the commitments are seen poorly translated into action.

3. Bureaucratic Status

Bureaucratic status can be seen and measured on the basis of its efficacy. It is a high
priority task of the government to provide security and justice to the general public.
Similarly, Abuse of authority and expansion of exploitation also are to be controlled. An
administrative system to insure transparency and accountability will be put by reducing
the discretionary authority of the responsible officer. Government commitments
emphasize that necessary actions will be taken to modify and improve the existing laws
relating to corruption control and employees' moral upliftment. Similarly the laws for
the mandatory property declaration in all professions have been enacted. Evaluation
and follow-up system of the Act is underway. However, the forward and backward
linkage of the action is missing. For instance, no property declaration is evaluated
except in some cases.
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Some of the Government services are polluted not only by the lack of necessary Acts
and Laws but also by low pay scale, poor vigilances and lack of fringe benefits.
Therefore, new and substantially increased pay scale was fixed in 2057 BS. Such up
scaling of salary was expected to enhance the moral capability and performance of the
civil servants. Further, this increment although was thought, create a basis for quality
performance of the public servants with efficacy and efficiency but the upscaling of the
salary did not give positive signals. By these actions, it is proved that government has
been worrying about poverty trodden situation of the bureaucrats, side by side of all
professionals.

It is a common saying in financial philosophy that "A poor is always poor because he is
poor". The cause of becoming poor is poorness. If somebody is not poor, generally, he
should not be suffered as poor. The employees of the government as other general
public are facing a serious problem of minimum livelihood. Likewise, Nepalese
bureaucracy is colored by inefficiency, monolithic and centrally controlled management
structure, operating on the principle of command and control. Such a widely blamed
bureaucratic strength can hardly be more service oriented. Government is trying to
provide the kind of services that it considers good for the people. Little attempts have
been made to find out what people want and how they want it, with the result, that the
services provided do not match their needs. Also, very little has been done to find out
'what is happening to the people being served by public services.'

It is universally accepted that bureaucracy can be effective only when it accomplishes
the tasks properly assigned to it. Nepal Government is depicting a large number of civil
servants in delivering services. Regarding this service delivery concept a system should
be developed and machinery must be strengthened. Since the bureaucracy might feel
more responsive to the needs and wishes of the people and the public welfare policy of
the democratic government can be succeeded. In this regard, a new set of model in
service delivery is to be searched, implemented and followed.

One can evaluate and monitor the activities of different personnel unions. They are
seen as the activists of different political parties instead of professional organization.
Such politicization in beauracracy is degrading service delivery as well.

4. Efforts to make bureaucracy prompt

From government side several efforts are made to make bureaucracy strong, prompt
and swift. To make it well equipped the salary scale is increased time to time. A thought
to increase the bureaucratic capability was energized. By reducing the regular public
expenditure, an effort was thought to encourage the bureaucracy. Public Expenditure
Review Commission (PERC) was constituted to explore the field where the public
expenditure could be curtailed. The Ninth plan document focused in gradual
implementation of the recommendations of the Administrative Reform Commission,
2048 by adopting the policy of making administration capable and strengthened in
compliance with the principle of democratic governance. In association with the
recommendation, new Civil Service Act and Rules were enacted. Under the Act and
Rule job description, position classification, duties and rights of the employees were
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specified. Whole career development opportunities were formulated. Different groups
and sub groups within the technical and non-technical including administrative services
were formed. On top of that, efforts were made to tie up public administration with the
pace of rapid development replacing the traditional administration by new public
management (NPM, an outcome of the top western professionals..

Delegation of fiscal and other authorities were made and fixed. Monitoring and
evaluation system with institutional set up is institutionalized. In every Ministries the
evaluation wing is separately established. Provision of management audit is
incorporated. Right and duties of employees are clearly disclosed in the new Civil
Service Act.

The Tenth Plan further reiterated the systems, policies and programs that were
introduced in the previous plan documents. Service delivery component of the
bureaucracy is strengthened and highly prioritized. In order to make direct involvement
of the common people at each stage of decision-making, structure of decentralization is
reshaped and further strengthened. Local Self Governance Act has come into action. A
clear structure of coordination, accountability and cooperation has determined.
Devolution of authority and budget it made. A plan to cope with the challenges of 21st
century through human resource development and enhancing technical capabilities is
formulated. By improving the bureaucracy as a whole, a mirror of imagination of new
Nepal is architect. In order to drive in this line NPC has established a new Human
Resource Division to upgrade the quality of all human resources and to project the
demand supply includes reducing mismatch.

5. Changing Government

It is been an urgent need to change the attitude of the bureaucracy. There are several
studies that emphasize to change through working culture. The services are born by the
public revenue. But some of the services are not compared in monetary value. If
somebody is not complying tax, the government must provide citizen security. In this
time tax default cannot be compared with state security.

Consumer's movement of various countries aware the government machinery. Success
and failure of the government depends upon the consumer's evaluation. Various
theories have been developed in service delivery field. David Osborne and Ted Gaebler
have shown ten models in service delivery, They are the followings:

e Competition between service providers.
e Empowering citizens

e  Focus on outcomes.

e  Being driven by mission.

e Having the clients as customers

e Preventing problems.

e  Earning money
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e Decentralizing authority
e  Utilizing marketing mechanism
e  Catalysing all sectors into actions.

In addition to this, there are other theories shown in public service delivery front. Five
Principles of Charter concept used in England also are famous in this regard. They are:

e  Customers choice

e Service quality standards

Independent Evaluation

Continued improvement

Charter mark

Anyway, there are some publicly accepted principles of the quality of public service
delivery that is highly being accepted by majority of the countries. They could be:

e Belongingness of information

Public hearing
e Courtesy

e Openness

e Transparency

e  Grievance handling

Reward/ Punishment
e Consultation
e Choice and Alternatives.

However, all aforesaid principles are principally accepted. In all countries either socialist
or capitalist praise the principles. But in practice their compliance differ. Therefore, pre
requisites of good governance or effective service delivery could be the following:

e  Political commitment

o Network of effective information technology
e No cumbersome rules and acts.

e  Decentralization

e Networking between service delivery agents
e  Public awareness

e Adequate budget

e  Effective bureaucracy

e Institutionalization

e Reward / Punishment
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e  Effective monitoring & Evaluation
6. Bureaucracy: the service delivery agent

Main thrust of the people and the government is, however to make effective service
delivery mechanism. Government also looks the ways to mitigate the causes, which is
leading the poor performance of the existing bureaucracy. From government side a
reform in government machinery either in decreasing size or in increasing skill or in
both is to be aimed. Since last few years in Nepal government is gradually making
responsive them. Where the involvement of the government is still necessary a system
in service delivery is to be established and promoted. This makes the general people
more assured and loyal to the government. If a clear system is not set permanently,
belief over the government functions will hardly be sustained and implemented.

Now the concept of service contract- out has been common. In contracting out the
services to be delivered, the capability, accessibility as well as the public acceptance
also must be articulated. If public sector is not fully capable to deal with the service
delivery, the public not only will loose the service facility but also create pessimistic
feelings over the government. Therefore 'contracting-out' model should be planned
and studied thoroughly and practiced. If government feels to undertake service delivery
works through bureaucratic channel, reform measures must be undertaken in the
management overall. Both in vertical and horizontal integration, private sector is seen
encouraging in various fronts, though they have very little experience in service delivery
issues. In order to make private sector strong and challenge bearing, government is
carrying out the privatization process effectively to reduce the pressure on public
expenditure and to direct the resources to the needy areas. Hence, the government
involvement in commercial activities should be eliminated gradually. The government
policy openly disclosed that the investment, productivity and economic growth of the
country be insured by giving top priority to the overall, and sect oral improvement that
are necessary for the development of the private sector. Since, the government wants
the private sectors' involvement especially to enhance infrastructure development and
commercial activities, the continuity however, will be given to adoptions of build,
operate and transfer (BOT) system in the development of the physical infrastructure.
Such initiation, if is truly and honestly acted, the objective of privatization also would
go in positive direction and thinking.

7. Causes of the poor public service delivery

Public service delivery is a vague work. Government, the service provider itself, in
various steps is unable to distinguish the quality, target group, cost and client of the
services. The service delivery agent, the bureaucracy is stagnant and rude. Its
characteristics of public services and public servants could be cited in the following
bullets points:

e Government services do not show the nature of real service.
e Personnel's feeling over them is master instead of servant.

e  Service delivery is process oriented.
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e Government organization is dumb and having unnecessary hierarchy.
e Responsibility is related with rules rather than outcomes.
e Thereis no clear cut demarcation between service recipient and provider.
e Innovation and change is not encouraged.
e Information is poor.
e People are not well conscious.
e Administration is still administration, not management
e Poverty bears the developing culture
e No responsibility bearing and accountability assigning is in practice.
8. Bureaucracy: Agent of bridging gap

Good and proper service delivery is the prime objective of the welfare government.
Without delivering goods and services to the people, existence of the government can
not be sustained. Democracy, Human Rights and Individual freedom always make
aware the government to take decisions to the peoples' side. If, one looks at the
history and practice of the globe, he/she can see heavy peoples' participation in the
decision making policy, process and plans. In Nepal in 1990, when the democratic
government was formed, new constitution was enacted, independent judiciary was set,
fundamental rights of the people was recognized, the task of the bureaucracy is
widened and multiplied. The peoples' expectations also have enlarged. 2007 AD
onward when peoples second movement was happened, several weakness both in
people and government side emerged. It was thought that political leadership will find
the solution. But, the internal disputes in and among the political parties could not lead
the people and country. Now, everything is unsettled. Huge body of constitution
building has been the portrait of criticism. Future of federalism is gloomy. The top
political leaders' consensus is possible only in "gathering nest time". Such a mal behave
of the parties and a party leader is aggravating even the thin prestige of the
bureaucracy. However, a meeting point is to be explored. In such a situation also the
bureaucracy is supposed to be able to bridge the gap.

9. Conclusion

To conclude, the service delivery is seen a prioritized and sensitive area of the
government. Decentralization policy, enactment of local self government act,
privatization schemes and the changing role of the government are making aware to
the government and people in rendering and receiving the public services easily and in
low cost. Whatever government is providing public services, the need, use and active
participation of the bureaucracy is highly desired. Therefore, the government must be
aware to make bureaucracy more prompt, disciplined and transparent in order to long
lasting and to gain public sympathy, popularity as well as to be a sincere service
delivery agent in grass root level. All our efforts either from private or from public
sector are to be directed towards this direction. However, the political leaders must be
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improved and clear demarcation between political and bureaucracy must be
determined. Beyond their mental and clear road map service delivery becomes just a
meaningless effort.
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Poverty Trap and Aspiration Failure: An
Analysis in Nepalese Context.

Ram Prasad Mainali*

Abstract

This paper Synopsizes poverty reduction endeavours in Nepal and sheds light on
likelihood of poor people being in a state of aspiration failure that persistence poverty
induces in the society. In particular, this article attempts to envisage how far Nepalese
poor are away from developing this psychological outcome (aspiration failure) due to
chronic poverty they are facing. In my personal opinion, this is a new dimension of
poverty analysis, at least in Nepalese context, which produces the worst social outcome
but has not yet given much attention by policy makers. | emphasize that conventional
analysis of poverty as head count ratio, relative and absolute poverty might not suffice
to understand the social cost of poverty in a broader context. Hence, | introduce a new
agenda for policy debate in Nepal as poverty (partly) being a function of internal
constraints which necessitates a different strategy to tackle with. Furthermore, this
paper suggests five different thematic areas of poverty to be analyzed empirically in
order to understand poverty in a broader context and to formulate effective pro-poor
policies in general and particularly in Nepal.

Key words: Persistent Poverty, Aspiration Failure, Public Intervention, Chronic poverty,
Intergenerational Poverty Path.

Dimension of Poverty: At a Glance:

Poverty has been viewed differently by various scholars. Some consider merely the
household income while others suggest incorporating even the incidence of climate
change along with other multiple social indicators in analyzing poverty. A study carried
out by scholars from university of Oxford recommends Multi-dimensional Poverty
Indicators (MPI) that includes educational and health indicators while estimating
poverty. They further intend to extend poverty measurement criteria by including
other social dimensions such as work environment, safety and empowerment but
exclude those, on this particular work, due to the data constraints. MPI is not yet
commonly applied by most of the countries facing poverty. However, it is believed to
complement income measurement of poverty by offering analytical tools that identify
most vulnerable people directly and guide policy makers to allocate resources in an
effective manner.

* Mr. Mainali is a Doctoral Fellow at Department of Economics, City University,
London.
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A more important dimension of poverty is the intergenerational transmission of wealth
and deprivation. Poor parents neither can offer a good educational background, nor
can feed nutritious food, nor can afford required health service to their offspring and
ultimately end up with more vulnerability in their upcoming generation. A study carried
out in rural Bangladesh found that poor family are more exposed of and damaged by
random shocks that society encounters such as floods, illness, crops damage and these
lasting effect often carried out to the next generation. This study also provides
evidence in favour of positive correlationship between household's tangible assets and
the capacity of seizing opportunity available in the society. It implies that poor
endowments of those assets and thus inability of benefiting from opportunity set tend
to be transmitted to the next generation leading poor household into intergenerational
poverty path.

Yet, other scholars are now concerned about impact of climate change on poverty. As
poor people tend to have less coping capacity they are more vulnerable of climate
change. Davis et. all. [2008] concluded that it is very unlikely to reduce poverty if short-
run as well as long-run shocks and stresses associated with climate change are not
incorporated in development approaches. Alternatively, they developed the concept of
"adaptive social protection" to overcome this problem thereby to achieve the goal of
sustainable poverty reduction.

Despite a wide and ever growing exploration of poverty dimension; alike other
developing countries Nepal is struggling to combat with income poverty. There is huge
gap between other poverty and income poverty measurement. For instance MPI
indicates more than 65 percent Nepalese are likely to be under the poverty whereas
income based poverty measurement shows only a 25 percent. However, there are
enough reasons to doubt on later poverty estimate. A straight forward and easily
understandable argument is the amount that households spend on treatment of
chronic illness. Despite the fact that such expenses do not contribute positively on
individual's wellbeing rather deteriorates; it can be included to calculate as wellbeing
under the consumption-based poverty measurement (a commonly used method to
calculate income poverty). Similarly, data errors can also lead this estimate towards
bias. Nonetheless, | restrain myself in this article, in analyzing income poverty in light
with the state of aspiration failure deferring the debate on estimation issue as well as
newer versions of poverty measurement for the future work.

State's Response on Poverty:

Poverty in developing countries, and indeed in Nepal, is realized as crucial challenge of
the development for decades. As a result, most of the periodic development plans
intended to attempt poverty in one or another way. However, an explicit attention was
given from the 7th periodic development plan prioritizing it as a separate development
goal in the plan document. Poverty-concern further augmented in later periods. As a
result poverty reduction became a sole development objective of the 9th plan. In fact
all developing countries around the globe in recent year have replicated poverty
Reduction Strategy Plan [PRSP] into their periodic development plan as their sole
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development strategy. Nevertheless, it has been criticized as “one size fits all" strategy
for poverty reduction prescribed by the World Bank which might not work
symmetrically across the world.

Nepal has put her all means and efforts in combating income poverty. A combination of
state as well as community based approach is in place to achieve this single policy
agenda of the country. Agricultural Support Program (ASP), Poverty Alleviation Fund
(PAF), Bisheshore Poverty Alleviation Program (BPAP) and Integrated Rural
Development Program (IRDP) are some key programs through which government
attempts to reduce the poverty. In addition to this all line ministries are said to be
implementing their sectoral programs and projects keeping poverty reduction as
central point.

Poverty-situation in Nepal at present:

Almost one third of the populations are still believed to be under the poverty-line
which has been defined in a monetary terms equivalent to fulfil the basic need. The
World Bank has estimated it as individual daily income equivalent to one dollar or less
(recently increased to 1.25 dollar/day). Table-1 depicts the trend of poverty (income
poverty) reduction in Nepal. It shows that poverty is considerably decreasing since
1995/1996. Additionally compared to 1996 poverty gap and poverty gap square have
been decreased by larger percentage than the headcount ratio. It indicates that anti-
poverty program have reached to the target groups and severely poor people seems to
be identified correctly.

But a sluggish economic growth, rampant corruption, political instability as well as
growing income inequality among households in Nepal puts doubt on this figure and
thus seeks robustness check of the estimate. As | indicated earlier, catastrophic
payment generated from health shock might have positively correlated with this index
which in fact needs not to be. A seriously ill person faces welfare-loss rather that
welfare gain. But a consumption based analysis generally does not take this into
account which leads the estimation upward bias. There might be other several issues to
be considered to obtain a precise estimation of poverty level.

Main concern of this article is twofold. Firstly, to draw attention of policy makers to find
out in what extent the reduction of poverty can be attributed to the government policy
intervention or to their own action. It is necessary to access which program is the best
program to serve as an anti-poverty policy tool and what others are worse. It can be
assessed by estimating counter-factual poverty situation in absence of particular
government program. There is not such empirical study, at least in my knowledge, in
Nepal to justify causality between policy variable and the policy outcome rather entire
reduction in poverty is considered as the outcome of government policies and thus her
achievements. Therefore, it is not yet precisely known the contribution of government
plan and program on poverty reduction at present.

Secondly, a sustainable poverty reduction strategy should be focused on those who are
severely and constantly poor rather than lifting up those who are in the periphery of
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poverty line for a short period of time. It is very important to find out who are under
persistent poverty because that induces state of hopelessness in poor people. Some
might be from generation while others might have just entered into the poverty or
being in only since couple of years. Policy makers should target these two distinct
groups differently. Because longer they stay in poverty the lesser they will have attitude
to comply with pro-poor public policy intervention. This is what the notion of aspiration
failure is and thus | wanted to explore in this article.

Understanding a state of Aspiration Failure:

Many literatures believe that poverty exists and persists due to the external
constraints. Such external factors widely pronounced by economists are credit or
insurance market imperfection (Loury, 1993; Galor and Zaira, 1993; Banarjee and
Newman, 1991, 1993 and Torvik, 1993), coordination problem (Da Rin and Hellman,
2002; Kremar, 1993), institutional or governmental failures (Berdhan, 1997),
malnutrition (Desgupta and Ray, 1986), neighbourhood effect (Durlauf, 2003) and so
on. None of the literature described about internal constrains could also contribute to
poor to keep them further in poverty and in tumbling their aspiration until P.S. Dalton,
et all. (2010) developed a theory of “"Poverty and Aspiration Failure" as a new multi-
dimensional approach to analyze poverty trap.

This approach argues that state of being in persistent poverty itself creates constraints
internal to the individual which affects their decisions and thereby perpetuates
poverty. This study defines persistence poverty as incapability to fulfil basic needs
during periods greater than five years. The notion of internal constraint seems more
based on psychological issue rather than the economic one. However, there are two
ways that offer economic reasoning that poverty reduces people's aspiration
particularly through (a) opportunity channel and (b) informational disadvantage. First
channel states that poor people have a relatively small objective opportunity set. For
instance; it is very unlikely for a poor young man (from a poor family) to think about
becoming a judge or high level bureaucrat in future. It is beyond of his objective
horizon. Secondly, poor witness too few success story in their social milieu (Dalton,
Ghosal and Mani 2010). Since poor people get nobody enjoying social opportunity
within their surroundings (linkage) they are likely to face severe informational
constraints.

Now, question arises on direction of causality or which constraints, internal or external,
generate the others. Empirical studies have shown strong evidence in favour of
economic factors (external constraints) to cause the internal one. Therefore economic
policy of the state has an important role to minimize internal constraints to be
developed among poor people. It is more important to understand that in a context of
extreme poverty and very fatalistic belief anti-poverty policies become less effective.
Public intervention to the external factors may not be enough to break the poverty trap
(Dalton, Ghosal and Mani 2010). Meaning that economic policy instruments such as
financial aid, institutional strengthening, extension of property right and changing
neighbourhood will not have significant impact to break the poverty trap. Economic
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agent (individual with aspiration failure in this case) simply doesn't comply with the
supplied economic policies due to the lack of self confidence or being in a state of
aspiration failure caused by the persistent poverty.

Poverty in Nepal and Aspiration Failure:

This article envisages the linkage of poverty situation of Nepal with the theoretical
framework of aspiration failure. Possibility of poor being in a stage of aspiration failures
can be predicted by evaluating government approaches to deal with different type of
poverty. Particularly it is necessary to see whether government is able to deal different
types of poverty issues differently. For instance, depth, persistence and the ratio as a
whole must be responded in a different way to minimize the risk of poor people getting
into the stage of hopelessness. Sadly, issue of persistence poverty has been overlooked
while designing anti-poverty policy in Nepal which indicates that state of aspiration
failure to exist in the society. However, it is difficult to affirm the exact percentage of
poor people to remain in this stage in absence of empirical evidence. Thus there is an
immediate need to estimate the magnitude of those people who are constantly under
poverty and to respond them appropriately through government policy intervention.

Despite the fact that poverty alleviation is regarded as sole objective of development
plans; policies are not explicitly designed to lessen the magnitude of persistent poverty.
All efforts put forward so far attempts to reduce poverty as headcount ratio and to
some extend its depth. As stated on preceding paragraph, persistence issue is missing
in anti-poverty government policy. This will not only lead to an ineffectiveness of
government intervention in future in lifting poor people out of poverty trap but also
fuels on social hostility. Elevating those poor who are just around the poverty line and
ignoring those who are constantly in severe poverty will only give a good picture in a
short run but it does not lessen the social cost of poverty that state need to be more
concerned with. It is not going to be sustainable either. Thus poverty reduction
strategy at present in Nepal seems in a state of clear destination but with a confused
route.

The role of National Planning Commission (NPC) is pivotal in implementing an effective
anti poverty policies in Nepal since it works as a central agency for evaluating and
monitoring of development plans programs and policies. Therefore it requires experts
in different fields to engage in research on various aspects of development needs. A
continuous research which empirically establishes causality between policy variables
and social outcome is crucial in formulating (or continuing previous one) effective
development plans and utilizing scare resources. That is what NPC seems to be lacking
from the beginning. Furthermore, attention has not given yet in research and
development which constrains planners to get feedback from freelance researcher in a
situation they do not have enough research activities within the organization. As a
result we have been failing to realize the consequence of persistence poverty in
designing our development plans.

Policy makers should learn lesson from the past. They should give much attention on
those who are constantly in poverty trap. And most importantly research culture
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should be established within and outside the organization to conduct empirical study in
different policy agenda. The strategy adopted in absence of in-depth study of different
dimension of poverty will certainly be unable to contribute on poverty alleviation
(reduction) objective in a sustainable manner. In my personal opinion, scientific
researchers must be carried out on following thematic areas and findings need to be
incorporated in planning process not only to achieve sustainable poverty reduction in
Nepal but also to minimize the risk of developing aspiration failure in poor population.

Deterministic issue: Who are poor and what are the determinants of poverty in
Nepal?

Issue of sustainability: Who crossed the poverty line has fallen back to the poverty
again? And what is its magnitude?

Persistence issue: How long have they been under the poverty line? Are there any
particular community or ethnic groups that inherit poverty?

Policy evaluation issue: What causes the poverty to reduce?

Issue of poverty trap and aspiration failure: Likelihood of poor people to stay
further in the persistent poverty.

Study has found that probability of remaining on persistent poverty is about 50 percent
in Vietnam, 40 percent in Ethiopia and Philippines and 35 percent in India and
Bangladesh. Similarly, 40 percent of poverty in Sub-Saharan Africa and 35 percent in
South Asia are persistent in a regional basis (Chronic poverty report 2004-2005). There
is no study particularly focused in Nepal. However, there are two particular reasons to
conclude that Nepal has developed a society of poor people with aspiration failure.
Firstly, there is not any convincing logic to be considered that Nepal's anti-poverty
efforts are better than the others. Therefore Nepal could have at least in a range of
South Asian average of persistent poverty. It might exceed the regional average if we
consider country-specific context such as political instability, weak institution and lack
of sense of accountability and so on. Secondly, we have not yet addressed the
persistence issue of poverty explicitly in our policy as others did. This also indicates that
Nepal might have even larger ratio of poor people with aspiration failure relative to
other countries.

Conclusion:

In this paper | attempt to analyze difference types of poverty and its linkage with newly
pronounced dimension of poverty. Depending on the analysis of anti-poverty policy
undertaken by Nepal and also from the evidence from empirical study carried out in
similar countries it can be predicted that Nepal includes almost half of the poor in being
in persistent poverty and thereby likely to have society of people with aspiration
failure. As thousands of people sacrificed their life in Maoist movement and there are
still many others joining hand with other political activist which ultimately endanger
their life. And the majority of those who sacrificed their life in Maoist movement were
from the area of higher poverty incidence. This provides further evidence in favour of
society with aspiration failure. In such a situation, politicians can use poor people's
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state of hopelessness caused by the persistent poverty to fulfil their political interest.
There is convincing indication of the society to be formed with further increased
segment of people with aspiration failure in years to come. Considering this fact it is a
great challenge for Nepalese development planners and policy makers to rescue those
with aspiration failure as well as to prevent others from falling into poverty trap.
Otherwise, Nepal seems likely to be converted into failed state bearing a large segment
of people with lack of confidence and fatalistic belief developed due to the poverty
entrapment.
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Table-1: Trend and Poverty in Nepal
Year Head Count Ratio Poverty Gap Square Poverty Gap

1976/1977 - 33 -
1995/1996 4.67 41.76 11.75
2003/2004 2.7 30.85 7.55
Change -42 -26 -36
2010/2011 - 25.4 -

Source: Central Bureau of Statistics, Nepal.
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Potentiality of Public Private Partnership
in Urban Service Delivery In Nepal: An
Overview

Prakash Regmi *

Abstract

“With the increasing urbanization, the municipalities of Nepal are facing capacity and
resource constraints to meet the increasing service demand of the urban residents. To
overcome this problem, mobilization of the private sector resources in the form of
partnership could be an alternative service delivery model. But, conceptual clarity along
with the effective community participation and broader stake holder’s engagement in
the partnership building process is the prerequisite for successful PPP projects.
Committed political leadership and political stability, recognition of the role of private
sector, long term policy on service delivery, Support of central government and donor
agencies, Effective and Efficient municipal management structure, transparency and
accountability of whole process; are the basic requirements that create the enabling
environment for the successful PPP projects”

1. PPP as an Emerging Means of Alternative Urban Service Delivery: An
Overview

With the increasing realization of public systems failures on delivering of goods and
services to the people in an effective and efficient manner, the other modes of service
delivery came into existence. Among many political changes that have occurred over
the past thirty years, it is the growth of non profit sector and the increasing partnership
between government, private entities and other non governmental organizations
including civic society that has strengthened the conditions of local democracy. Under
the rhetoric of neo-liberalism, the local governments are faced with enormous
opportunities for autonomy and more responsibilities to meet the need of its populace.
Many local governments around the world have successfully outsourced these
opportunities either to private sector or to non profit sectors such as NGO/CBO/ user
groups and so on. Thus, the concept of Public Private Partnership (PPP) has received
increasing importance among the local governments these days (Gldbrandsen, 2001, p
1).

* Mr. Regmi, a graduate of Urban Planning from The University of Hong Kong, is
currently working as a freelancer in the field of urban governance .
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With the increasing urbanization, the municipalities of underdeveloped countries are
facing challenges to meet the growing demand of increasing urban population and to
ensure qualitative urban services. In the context of Nepal, though it is one of the least
developed countries of the world, its urban population is increasing by 6.4% annually31
and as per the last census of 2001, about 14% of the total population live in the urban
area . Although the rate of urbanization is one of the lowest in the world and in South
Asia, the present state of urbanization and urban development also manifests
distinctive characteristics and problems that demand urgent attentions.

In the context of decentralization and devolutions of responsibility to local government
after the enactment of Local Self Governance Act (LSGA) 1999 in Nepal, municipalities
have also realized that they have neither the human nor the financial resources to meet
the extent of their obligations. So the national and local policies, which are also strongly
backed by many donor agencies, are recognizing the potential contribution by private
sector. With this recognition, the concept of Public Private Partnership (PPP) has
received increasing importance within the local government in Nepal these days.

1.1PPP : Towards Conceptual Clarity

Public Private Partnership (PPP) has been developed in many countries around the
world in the context of radical programmes of New Public Management (NPM) reform
(OECD, 1990, quoted in Drewry, 2000, p 57). Though the concept of PPP is very much
common in local and national context; its practice varies a lot from developed to
developing countries. In the developed countries the practice has already gained its
maturity, unlike in the developing countries where it is still in its early stages. Despite
the universalism inherent in PPP methodologies, its modules, and types are context
specific and it needs in-depth analysis according to context they are applied in. As MC
Quaid (2000, p 10) mentions “the term ‘partnership’ covers greatly differing concepts
and practices and used to describe a wide variety of types of relationship in a myriad of
circumstances and locations. Indeed, it has been suggested that there is an infinite
range of partnership activities as the ‘methods for carrying out such partnership are
limited only by the imaginations and economic development offices are becoming
increasingly innovative in their use of concept.”

In its broader sense, PPP can be defined as any agreement or understanding between
the public sector and private sector to undertake any specified objectives. “As Public—
Private Partnerships (PPPs) can be defined as the transfer and control of a good or a
service currently provided by the public sector, either in whole or in part, to the private
sector. It involves a wide range of private sector participation in public services and
serves as a potential strategic management tool” (Hutchinson 1996, Donaldson and
Wagle 1995, US EPA 1999, quoted in Massaud and El-fadel, 2002 p 621 ).

So, Public-Private Partnerships (PPPs) can be considered as an alternative way of
financing initiatives, which would otherwise not be realized. Sometimes the term PPP is

31 ADB:2006 p 104
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also used for a large range of initiatives to involve the private sector, including financing
through the private sector or by using money from private individuals too.

“Public Private Partnership is a means of collaboration between public and private
sectors for coordinating and pooling organizational, technical, and financial resources
to achieve compatible objectives. Dwindling public resources and increasing needs of
the citizens with regard to service delivery is the reason for emergence of this concept
because PPPs enable public sector to generate private funds while maintaining
ownership of assets and services” (Panta, 2003, pp 7-10). This definition differentiates
PPP from other private sector involvements or privatizations of service delivery.

The 1990s’ has been seen the establishment of Public Private Partnership as a key tool
of public policy across the world. Not only they become seen as a cost efficient and
effective mechanism for the implementation of public policy across a range of policy
agendas, they have also been articulated as bringing significant benefits in their own
rights — particularly in terms of developing socially inclusive communities”. Indeed PPPs
do offer exciting opportunities to achieve number of public policy outcomes including:
As Osborne (2000, p 1) explains:

e A means by which to combat social exclusion by integrating the public and
private components of local communities — including local government, local
politicians , local community and voluntary groups and the local community
itself

e The chance to reform the local public services , making them more accessible
to the local community and more responsive to their needs

e The opportunity to develop cost efficient ways of providing local services to
meet which are able to utilize resources from both the public and private
spheres and to build upon local networks for their implementation.

e More responsive and flexible public policy making by utilizing the community
and business links offered by PPPs in order to improve the quality of the policy
making process and

e A route both to the reform of the political basis of the government and to the
creation and sustenance of the civil society- whatever this contested term may
mean

To sum up, the above literatures review can be concluded in a way that by its very
nature PPP involves the partnership between public sector, private sector and the
community i.e in another word, community is an integral part of public private
partnership.

In the context of the developing countries, the PPP is generally a policy prescription of
the central government backed by international donor agencies. As Miraftab (2004, p
90) states “To enable markets through privatization, deregulation, decentralization and
economic adjustment is now common priority among national governments. The raid
rise of this trend among governments of the third world is not due to overwhelming
evidence for the social and political benefits of enabled markets since plenty of
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documents proves otherwise. Rather the new liberal economic policies often are due to
the lack of a perceived alternative, the interests of the ruling elite and or the powerful
pressure on governments by international lending agencies”. This has been proved also
in the case of Nepal as we can find PPP in the top priority of donor agencies like the
World Bank, Asian Development Bank and UNDP. In some projects like, Melamchi
Water Project & Urban Environment Improvement Project of ADB, PPP is an integral
part of the project while UNDP has been supporting Public Private Partnership
Programme for Urban Environment in some municipalities since couple of years, with
the objective of creating enabling environment for PPP type projects.

Furthermore in conceptual clarity, Mc Quaid (2000, p 11) identifies the number of
assumptions underlying in the definitions of partnership. “First, the potential synergy of
some form, ‘so the sum is greater than the parts’. Second, the partnership involves
both development and delivery of a strategy or a set of projects or operations, although
each actor may not be equally involved in all stages. Third, in public private partnership,
the public sector is not pursuing purely commercial goals. So a criterion of partnership
is the presence of social partnership (excluding purely commercial transactions).” He
further discusses the five main dimensions of public private partnership. They are:

1. What the partnership is seeking to do? i.e its purpose and whether it is
strategic or project driven?

Who is involved? i.e. the key actors and the structure of their relationship

When? Timing or stage of development of partnership process and changing
relationship and activities over time

4. Where? i.e. spatial dimension
5. How the activities are carried out? i.e. the implementation mechanism

It has been said since long that through PPP, the advantages of private sector i.e the
innovation, access to finance, knowledge of technologies, managerial efficiencies and
entrepreneurial spirit can be combined with social responsibility, environmental
awareness and the knowledge of the public sector in an effort to solve urban problems.
The potential benefit of the partnership can also be measured within three parameters
viz. Resources, Effectiveness and Efficiency and Legitimacy. In the context of service
delivery, there are some explicit benefits that would arise from the partnership
between the public sector, private sector and civic society. From municipal perspective,
the benefits can be identified as: (Synthesized from Plummer: 2002, pp 23-27)

e Reducing the burden of lack of financial resources

e  Utilizing the efficiency of private sector (management, skills and technologies)
e  Reduction in public expenditures in basic services

e  Private sector investments stimulates in urban economic growth

e Assurance of qualitative services

e  Public auditing of the services
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There are also potential benefits from PPP to private sector and also to civic society.
From private sector perspective, it can access to public sector resources and it can
guarantee its return on investment. It can earn the trust of civic society involving in
such partnership. Civic society can be benefited from initiating the projects of civic
interest by understanding the consumer needs and also it can contribute to ensure
qualitative, economy and accessible services which are also affordable to community by
involving itself in various stages of project cycle.

In the context of municipal service delivery in third world countries, the direct benefits
of PPP includes enhancement of revenues, cost savings in implementation, risk sharing
and economic development. Considering the municipal financial and human constraints
to deliver services, the potential benefits also can be mentioned as: (Panta, 2003, p 44)

e  Better Value for Money
e Better Quality Service
e  Faster Project Delivery
e More Project Delivery
e  Greater Certainty
e  Better Asset Utilization
e  Better Regulation
e Enhanced Competitiveness
e  Service Clustering and Single Window Service Delivery
2. PPP: Panacea or just an Alternative Service Delivery Mechanism?

Literatures on PPP often concentrate only on the positive aspects of its outcome
ignoring the negative externalities. Miraftab (2004, p 89) states “A literature on PPP
has not examined the power relations and the influence of the environments within
which partnership are implemented. The mechanistic approach of this literature is
largely confined to examining the logistics and typology of PPPs, notably ignoring
broader issues such as partnership’s distributive implications.” There is always an
inherent conflict between the profit driven interests of the private sector and the
welfare driven interests of the communities. “A series of studies reveal serious
discrepancies between the theory propounding partnership as a third world panacea
and their consequences in actuality (ibid p 89). Thus the partnership should also be
analyzed in broader terms of power sharing and equity distribution aspects rather than
defining in narrow economic terms.

In the case of third world countries like Nepal, where there are many structural
constraints among the three actors of the PPP, the situation is completely different
from than those of developed economies. Miraftab (2004,p 89) further argues, “In the
context of third world’s socio economic gaps and decentralizing states where central
governments often have neither the will nor the ability to intervene effectively, PPPs
are free to operate as Trojen horse of development. Private Sector firms approach local

155



governments and their impoverished communities with the message of power sharing,
but once the process is in the motion, the interests of the community are often
overwhelmed by those of most powerful member of the partnership — the private
sector firms”. There are also views that blame PPP as a result of neo liberal thought in
interest of ruling elite of underdeveloped countries and the powerful pressure on
government by international lending agencies” ( Bond, 2000 and George, 1997, quoted
in Miraftab,2004, p 90). “While these (mostly) donor led initiatives may have reached
national level policy makers, and may have started to influence contract formulation, it
is questionable whether municipal government and implementing agencies at the local
level have had access to or benefited from these revised approaches. It is also unlikely
that municipal officials are any clearer on whether or how private sector participation
can effectively address the needs of the poor” (Plummer, 2002, p 1)

In the context of service delivery, Panta (2003, p 45) have mentioned the following risks
involved in PPP mentioning that poor stakeholders engagement during the partnership
building process or too much of financial risk allocated to the private sector may
increase the risks undermining the effectiveness and efficiency of partnerships for
service delivery.

e Loss of control by local government

e Increased cost of service

e  Political risk

e Unacceptable levels of accountability
e Unreliable service

e Inability to benefit from competition
e Reduced quality or efficient of service
e  Bias in the selection process

MC Quaid (2000, pp 22-25) has synthesized the potential disadvantages of PPPs in i)
lack of clear goals ii) resource costs iii) unequal power and iv) cliques usurping power, v)
impacts on other services vi) organizational difficulties and vii) differences in philosophy
among partners.

3. Urbanization and Urban Service Delivery in Nepal: Critical Overview

Urbanization refers to the process of growth in the proportion of growth of population
living in urban areas. In other words urbanization is a territorial response to the
structural changes in the economy. The distinction between town and country is not
merely a distinction based on the nature of settlements, it is a distinction rooted in the
economic structure and social relations of production and reproduction, and in the
processes of social and political consciousness and its articulation. Therefore,
urbanization is often taken as a proxy for the level of development in general (Sharma,
2003, p 375).
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The problems of definition in the study of Nepal’s urbanization are considerable
because the area designated urban have been defined and refined over the years and
there is evident lack of consistency in the definition. The density, contiguity and
occupational structure of the population, which are generally acceptable criteria for
defining urban areas — have never been considered in designating municipalities in
Nepal (ADB, 2006, 103-4). It was since 1962 that the urban areas have been
interpreted in Nepal not as a settlement per unit per se but as a unit of self
government. The Municipality Act 1992 and the Local Self Governance Act (LSGA) 1999
redefine and classify municipal areas, for the first time, classified into categories in
Nepal. But the universally accepted criteria of population size, density, contiguity and
occupational structure of population are given scant attention and political ad hocism
in the designation of municipal areas is quite evident (Sharma, 2003, p 376). Thus,
some areas have been classified, de-classified, and re-classified as municipalities over
the past 50 years, and the territorial boundaries of many settlements have been re-
drawn to include surrounding rural areas to meet the population size criteria (ADB,
2006, p 104).

Urbanization is growing rapidly in Nepal at an annual rate of 6.4%. But unofficial studies
have concluded, especially during conflict and post conflict period, with more than 8%
of urban population growth in major municipalities of Nepal. Currently there are 14% of
the total populations living in designated urban areas. There are also many small
market towns with populations under 10,000. There is no adequate information
available on their population and growth rates but it is clear that these are growing
quite fast. They now contain significant populations and appear more urban than the
outskirts of many designated municipalities. These small market towns are not yet
classified as urban areas. Growing urban populations in the core areas create significant
pressure in existing urban infrastructure and resources while it creates a demand for
improved service delivery (UNDP, 2001, pp 37-49).

Thus the urbanization in Nepal is growing rapidly. But the service delivery to urban
populace is not coincided with this urbanization. Lack of resources, lack of capacity and
restricted and limited exercise of power by municipalities as provisioned in LSGA 1999
has resulted into weak service delivery. The available data explains 23% of urban
population is below poverty line, 45% of the urban population is out of the pure
drinking water, 20% of the urban population has no sanitation facilities and 15% of the
urban population has no electricity (Sharma, 2003, p 409). Quality of supplied water is
quite often a concern; arsenic content has become an alarming issue in many rural
water supply schemes in the Terai, whereas biological contamination is generally the
main concern in hill where surface water is used. These are only the few indicators.
There are no adequate data on slum dwellers in Nepal nor is there a definition of
“slums”. However, the number of slums and squatter settlements in major urban areas
has been increasing in the last few years; it is most conspicuous in Kathmandu Valley.
All the squatter localities and some of the core areas of Kathmandu are said to be slums
due to lack of basic sanitation and utility facilities. The emergence and expansion of the
squatter settlements has been encroaching upon riverbanks, public lands, lands
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belonging to temples or other religious/cultural sites, agricultural land, and forest
areas. The recent many urban studies have shown that gradually, slums and squatter
settlements are emerging as the major challenges in most of the municipalities even
outside the Kathmandu Valley.

The provision of sanitation infrastructure is generally very poor: 21% of the urban HHs
do not have toilets as per the census 2001. In smaller towns, households are either
without sanitation facilities or served by septic tanks or pits, or illegally use storm water
drains as sanitary sewers. (ADB, 2006, p 107)

Furthermore, with the increasing urbanization, critical urban services like solid waste
management is also becoming major problem as haphazard disposal of solid waste in
densely populated areas, environmentally sensitive areas and river banks has made
adverse impacts on the environment and deteriorating the living standards and quality
life of the people. More than half of the municipalities have not even identified or
proposed sites for land-filling their wastes. In general, waste is collected, transported,
and disposed of by municipalities. Lack of resources; including human resources,
infrastructure, and equipment; is a common problem faced by municipalities in
attempting to manage solid waste. Siting and operation of landfills is highly sensitive
and controversial. Many municipalities have worked in partnership with the private
sector, non government organizations (NGOs), and community groups in managing the
solid waste. Kathmandu, the only one metropolitan of the country does not have the
landfill site yet.

The number of motor vehicles in the larger urban centers has been increasing rapidly in
recent years. This has not been matched by provision of roads and infrastructure,
leading to persistent traffic congestion, particularly in Kathmandu Valley towns. Urban
development is taking place without adequate planning or provision of transport
infrastructure, and with inadequate consideration of the nature and composition of the
traffic. Urban roads are commonly narrow and crooked, and the road network function
is poor. The availability of parking space is almost none or insufficient. The mixture of
vehicle types, poor driving, bad parking, and roadside trading add to traffic congestion.
The consequences are prominent; longer travel times, greater levels of air and noise
pollution with less efficient fuel consumption. More critical is the path for pedestrians.
Pedestrians face many difficulties esp. while walking along with the road and crossing
the road as roads are not designed and constructed in pedestrian friendly way.

4. Issues in Urban Service Delivery in Nepal:

In Nepal, Government has adopted the four broad forms of service delivery. They are: i)
Direct delivery of services ii) privatization of services iii) alternative service delivery
models and iv) decentralization of services to local bodies. Government of Nepal has
put the PPP under the category of alternatives service delivery models (MLD/GoN, 2004
¢, p 19). The previous 10th national plan has identified “effective delivery of basic social
services and economic infrastructure” as one of the four key pillars of the plan. The
present Interim Plan (2007/8-2009/10) has recognized the private sector and civil
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society (including NGOs and CBOs) as the partners of development to promote good
governance and effective service delivery. 2

As per the Local Self Governance Act (LSGA), municipalities are primarily responsible to
provide the basic services to its urban residents. Section 96 of the act describes the
functions, duties and power of the municipality. This includes the municipality’s
responsibility to physical development of the city; management of water resources,
environment and sanitation; education and sports development, cultural development,
works and transport, health service, social welfare, relating to industry and tourism,
etc. So, in relation to urban development, municipality has the sole responsibility to
provide basic services to its dwellers.”

4.1 Resource and Capacity Constraints in the Part of the Municipality

UNDP ( 2001, p 47) mentions “Ineffective delivery and access to public services keep
the quality of life of an average Nepali very low. Nepal ranks low even the countries of
South Asia, where the quality of life is lowest in the world. Within the country itself,
certain regions- particularly mid western hills and mountains and disadvantaged castes
and ethnic groups benefits much less from public services than the more advantaged
groups and communities. Low investment, combined with ineffective governance
drastically undermines public services. The exclusion of citizens especially women and
disadvantaged groups, from governance at the community level further compromises
the basic services.”

The situations in municipalities are also not very much different than that of national
status. One can easily observe the underdeveloped and mismanaged infrastructures
like road, bridge, sewerage and drainage when passing through any of municipalities in
Nepal. Traffic systems are very weak, pollution is everywhere, increasing slums and
squatter’s area, severe urban poverty are the increasing challenges that the urban
mangers are facing these days.

No demand of people can be met without resource mobilization by the public sector.
The municipalities of Nepal are severely resource constraints in terms of both human
and non human resources. In one hand, with the devolutions of the authority to the
local bodies after the enactment of Local Self Governance Act 1999, more responsibility
lies on the part of municipality to fulfill the demand of urban residents. But on the
other hand, with the increasing urbanization rate, aspirations of people are rising and
the resource constraints are very much severe, there is highly unbalance between the
demand and supply of basic services to the urban dwellers.

After the enactment of LSGA 1999, municipalities are also required to adopt
participatory bottom up periodic planning. Also resource mapping made compulsory
for local government. Similarly provisional grant viz. Local development fee from the
central government to municipality made compulsory and revenue sharing between

32 Three year interim plan (2007/8-2009/10), NPC/GoN: 2007
3 Another responsible body for urban development Town Development Committees are
not considered within the scope of this study
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local government and central government provided for in specific areas. Moreover,
local government authority over taxation and service fee collection expanded, and
some local government rights over natural resources recognized.34 But the existing
under capacity in the part of the municipalities are almost failed to mobilize the
internal resources properly. Similarly, as per the financial regulations for the local
bodies™ the administrative cost of municipality should be in between 25-40% of their
total expenditure but only 22 municipalities out of 58 have succeeded to maintain
within this limit (MLD/GON, 2000, pp 54-56). In 2005/6 the percentage of current
expenditure to total expenditure is 34.97 (i.e within the limit) but variance is large as
some of the smaller and newly declared municipalities have consumed more than 100%
of their own source revenue. (Amargadhi 120.50%; Dip-Silgadhi 116.11%; Jaleswor
108.85%; Khadbari 103.80%; Malangawa 106.39%; Narayan 132.74%; Prithivinarayan
112.88%; Rajbiraj 108.27% and Tulsipur 114.24%). In fact, these municipalities have to
use their development grants even to meet their day-to-day regular expenditure.
(UDLE, 2008 p x)

In most of the municipalities, revenue is very limited as they aren’t succeeded in
mobilization of local resources effectively for the revenue generation and
administrative costs are very high especially because of over staffing. On the one hand,
development budget of the municipality is itself very low (65% of total expenditure
which includes Ordinary capital public expenditure and social program) only 12.72% of
the total expenditure has been spent on social programmes like health, education and
environment (UDLE, 2008, p All-2). Administrative system and efficiency are also very
weak due to lack of data management and the existing capacity of the staffs because
most of the municipal staff are the non technical and mainly of lower grade level.

The provision of local development fee (From the central government) to the
municipality from central government is for the time being only and ultimately
municipality has to develop the self sustaining mechanisms by mobilizing the internal
resources to meet the ultimate demand (GoN/MLD, 2000, p 54). But reality is that in
absence of LDF, municipalities as a whole even cannot implement any big urban
infrastructure projects. Excluding of LDF from municipal revenue structure, it is simply
enough to cover their day to day administrative/current expenditure (Rs. 843.458
million) from their own source of revenuethat is nearly Rs. 880.807 million in FY
2005/06. (UDLE, 2008, P xi).

By law, municipalities can practice land and house property tax, integrated property tax
and other service fees for sewage, drinking water, electricity and other forms of tax like
business tax for revenue generation but practices are very limited in almost all the
municipality. In most of the municipality these taxes are either not implemented or
partially implemented. So still the major sources of income to the municipalities are the
central government’s grant which is collected in the name of “Local development fee”

34 Synthesized from Local Self Governance Act 1999, Chapter 8
3 Local Self Governance Financial Regulations, 1999
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by the central government. Municipal own source of revenue consisted only 65.38% of
the total revenue and 34% of total revenue comes from Local Development Fee and
contributions from other potential direct taxes are still negligible (GON/UDLE, 2008, p
x). Capacity is seriously bottlenecked that many of the municipalities is receiving
external donor support (both in terms of technical and financial) even to mobilize the
internal resources like integrated property tax. In one hand, internal resources are not
mobilized to the full extent due to the inability of the municipality; on the other hand
lack of capacity and willingness to pay for the services on the part of general public is
also seriously hampered the internal revenue generation of the municipality.

So in present context, municipality’s resource constraints are overwhelming,
population is increasing rapidly, existing infrastructure and services are inadequate and
deteriorating, and technical, managerial and financial resources and capacities are
lacking. These constraints have resulted in collision of stakeholders and in conspicuous
dichotomy of extended municipal responsibility with diminished municipal resources.
To link with Plummer “This dichotomy seriously affects the large number of people,
especially poor inhabitants of the cities and has led to the needs of change in the
relationship between civil society and government” (Plummer 2002, p 11).

Growing urban populations place significant pressure on the existing infrastructure in
core areas and create a demand for improved service delivery in under serviced
marginal and peri urban areas. Though there is lack of official data in the municipalities
of Nepal on what percentages of demand of services of urban residents have been
fulfilled, many of them have not fulfilled more than 20-30% demand of the. % This
scenario of poor resource mobilization and inefficiency on the part of municipality
clearly justify the mobilization of resources from additional alternative sources.

5. Legislative Provision for Private Sector Participation in Local Service
Delivery In Nepal

The legal and regulatory environment in Nepal for municipal service delivery is tolerant
of private sector participation although to date no steps have been taken to
promulgate specific acts or amendments that would create an enabling environment
for such an initiative. Neither the present interim constitution®” nor the present interim
plan38 contain impediments to private sector participation in basic services; legislation
providing for decentralization provides for local authorities with power and authority to
act and the provisions of other legislation do not specially constrain private sector
involvement in the function prescribed to local government (Plummer and Slater,2001,

p7).

3 This is based on the quick survey of the author, when serving four municipalities as an
Municipal Development Advisor during the period 1999-2006, the observation is based
only on the data of the demand received during the annual planning process of these
four municipalities, viz. Bharatpur, Diapayal Silgadhi, Amargadhi and Nepalgun;.

37 Interim constitution of Nepal 2063

38 Three years Interim Plan of Nepal, 2007/8-2009/10, NPC/GON
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The Local Self Governance Act (1999) (accompanied by the Local Self Governance Rules
and Regulations 2004 and Local Government Financial Rules 2004) is the primary act of
relevance to private sector participation in delivering municipal services. The act is
intended to develop municipalities as self governing autonomous urban local bodies
enabling them to play an effective role in the context of overall urban development and
the improvement of the environmental condition for the urban dwellers. While there
remain regulatory gap to be filled in order to fully implement the intent, it provides a
statutory framework on local governance and decentralization with considerable scope
to improve its effectiveness. Under the LSGA, the development of effective local
governance system is provided through the devolution of responsibilities, authorities
and resources required for effective local governance; the installation of institutional
mechanisms and working procedures; the devolution of authority for resource
mobilization; and the encouragement of civil society to participate in the activities of
providing basic services (ADB, 2000, pp 25- 26).

Not only has the act specified that municipality must ensure the delivery of urban
services. It has clearly set out the importance of “encouraging the private sector to
participate in local self governance in the task of providing basic services for sustainable
development” as one of the six basic principles and policies of local self governance.
Similarly section 96 of part 3, % of the act provides for local government “ to encourage
or caused to be encouraged to carry out cooperative, industrial and commercial
activities generating income to the municipality with the investment of private sector
as well”, Section 96 *° highlights the role of consumer (user groups) groups as “
Consumer groups and other non governmental organizations shall have to be
encouraged for the development and construction works to be done in municipality
area and such works shall have to be done through such groups or organization as far
as possible.” Furthermore section 121 says “the municipality shall have to encourage
the non government organization (the definition of which also includes the private
sector) for the acts of identification, formulation, operation, evaluation, repair and
maintenance of the town developments programmes within the area of each
municipality."

The more significant change is the provision made in the last amendment of the local
self governance regulations in 2004. The amendment came up with the provision of
“Public Private Partnership Promotion Committee” in each local government including
municipality’’. Under the municipal board, the committee is under the mayor of the
municipality and includes the chairperson of local chamber of commerce and industry
or his/her representatives as a permanent member. The committee also includes the
local expert of PPP to be nominated by the municipality. Moreover, a member will also
be nominated by municipality as a representation of the civic society. This change

3 Part 3, Chapter 4, Section 96, subsection 1 Clause ], sub clause 24 of LSGA
40 Part 3, Chapter 4 , Section 96, sub section 3
41 LSGA regulations (latest amended in 2004) 273 A
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clearly demonstrates the fact that authority has recognized the need of mobilization of
private sector and the civic society for the local level service delivery.

In complement with the LSGA 1999, the government has come up with the “PPP
Policies and Directives for the Local Bodies” (MLD/GoN, 2004a and 2004b) as a
guideline to adopt PPP modalities in providing local services. This policy initiative can
be considered as a concrete step to show the commitments of government on PPP.
One of the objectives of the proposed PPP is to promote the partnership among public
sector, private sector and the community for the effective service delivery. But this
policy is itself ambiguous in many aspects. The definition of the “Private Sector” as
mentioned in the directives is so broad that it includes all the sectors excluding the
central and local government. This definition is bit contradictory with the established
presumption as private sector has a profit motive and civic society (community
organizations) has a non profit motive, in principal (Plummer, 2002, pp 73-88 and
Miraftab, 2004, p 90). Furthermore, the policy and directives don’t tell about the role
of civic society in different phases of the PPP project cycle. “Civic Society” is the term
often used to describe the community participation; but it is itself so broad that it
includes various types of community based organizations (CBOs), Non Governments
Organizations (NGOs), Trade Unions, Pressure Groups, Professional Organizations and
even the individual Households and Consumers. In the context of PPP the role of
various actors will be very much different from one another in PPP project cycle
(Plummer, 2002, pp 89-106). On one hand, different actor has different roles and
responsibility, within the same actors there are divergent ideologies, project objectives,
methods and work practices. So process of the working of the community with the
public and private sectors is neither straightforward nor the natural. It is very much
complex process indeed. Without realizing this dynamics no policy can function
properly.

There are other acts and regulations applicable to private sector mobilizations for the
development but most of them are not necessarily suitable and relevant for providing
the basic services of local governments. Some of them are BOT Act (2006) , Foreign
Investment and Technology act 1992, Industrial Enterprises Act of 1992, Labor Act of
1991, Trade Unions Act of 1992, Contract Act of 1999, Privatization Act of 1994,
Environmental Conservation Act of 1999.

6. Conclusion: Need of Effective PPP Process

Public Private Partnership, thus, is the alternatives means to combat the problems
faced by Nepalese municipalities primarily in the part of resource and capacity. Of
course this mode of service delivery is considered as superior than the simple private
sector participation or state owned mechanism but at the same time the
implementation and outcome shows many problems and challenges if it is not
implemented properly.

The research done by author (Regmi, 2008, P 124), based in Butwal Municipality, shows
that primarily this concept is donor driven without much realization of the need of the
broader socio economic contexts of the local economy. So in one sense “Ownership” of
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the local stakeholders; particularly of municipality is almost none. These donor led
initiatives have to some extent, started to influence local politicians and policy makers
but real effectiveness and the benefits at the local implementation level from this
revised approach are far below than it is generally argued. Furthermore the same
research also concludes that it is very unlikely that municipal officials are any clearer on
whether or how private sector participation in the form of PPP can effectively address
the needs of the municipality to combat the urban challenges. Lack of conceptual
clarity on PPP and lack of effective community participation was also the other issue
identified as a constraint of effective PPP during the research.

Nevertheless, with the increasing urbanization, due to the serious bottlenecks on the
part of the Nepalese Municipalities, there is no alternative to mobilize the private
sector resources to fulfill the resource gap they are facing to meet the demand of
services. By adopting the PPP approach, in one hand municipality can earn the revenue
from investment oriented PPPs while it can save considerable amount from operation
oriented PPPs. Moreover, skill, management and technological efficiency of the private
sector can be utilized. The resource then be cross subsidized to other social sector
spending to combat the issues like urban poverty. Involvement of the private sector in
the delivery of urban services can reduce costs and improve the efficiency and scope of
urban services. So private sector resources are always one of the viable options in
Nepalese urban context but it shouldn’t be considered as a panacea. Conceptual clarity
along with the effective community participation and broader stakeholder’s
engagement in the partnership building process is the prerequisite for successful PPP
projects. Committed political leadership and political stability, recognition of the role of
private sector, long term policy on service delivery ( by revising the existing one),
Support of central government and donor agencies, Effective and Efficient municipal
management structure, transparency and accountability of whole process; are the basic
requirements that create the enabling environment for the successful PPP projects.
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Micro Credit: Meeting the Challenges of
Feminizing Poverty

Bharat Mani Pandey*

Abstract

Feminization of poverty has been a major socio-economic issue of global level
throughout the modern history. In developed countries, it was especially prevalent
until early twentieth century when women were unfairly alienated from the workforce.
Since then women in developed countries have experienced greater levels of economic
freedom allowing them, for the most part, to be financially competent. However, in
developing countries like Nepal the situation of women is still rather grim. Financially,
the condition of women has, at best, not ameliorated with time in these countries.
Women tend to be poor in developing countries owing to the facts like lack of
resources, opportunities and a social bias against them. Nonetheless, there is hope for
poor women in developing countries as various organizations have been regularly
applying the micro credit as a poverty reduction strategy to help these women gain
financial upliftment and reduce feminization of poverty. One such effort carried out
through collaboration of Government of Nepal and various donor agencies established
micro credit program especially to empower women in small survival businesses and
thus rescue them from abject poverty. The program has garnered significant success in
helping women to establish small-scale business and thus to run their household.
Women involved in these programs have been able to afford better health care, better
food and better education for their children in comparison to women with similar
circumstances who have not been able to join such programs.

Poverty

Poverty is defined as lack of income and assets to attain basic necessities including
food, shelter, clothing and acceptable level of health and education including a sense of
powerlessness in the institutions of state and society (Medeiros & costa;2007). Poverty
has many dimensions and is difficult to measure. Calculated in monetary value, it is
inadequacy of income where as measured in terms of the human condition, it is

* Mr. Pandey is a Section Officer of Government of Nepal and currently graduated in
Master of Development Studies (Major in Local and Regional Development) from
Institute of Social Studies (ISS), The Hague, The Netherlands with diverse experience
(Last 7 years as a government official) on the field of Decentralization and Local
Development in Nepal as well as he also completed Master in Public Administration
(MPA) and Master’s Degree in Rural Development (MA) from Tribhuvan University,
Nepal.
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inadequacy of health and nutrition, education and other components of well-being
including leisure time (Buvinid;1997). In practice, poverty is usually measured using
household per capita income, that is, under the assumption that the income in the
household is equally distributed (Medeiros & Costa;2007).However, ““Poverty is not
randomly distributed; race, gender, family structure, and parental education all have a
significant effect on the likelihood to experience poverty™ (Seccombe :1990.1095).

Economic crisis and structural adjustment policies introduced in the third world have a
disproportionate impact on the urban poor due to factors like rising food prices,
declining real wages, redundancy in the formal labor market and reduced public
expenditure on basic services and infrastructure (Wratten ;1995). The source book of
poverty reduction strategies identifies four dimension of poverty namely lack of
opportunities, low capabilities, low level of securities and empowerment. Poverty
incorporates factors like vulnerability of an individual and social exclusion of a group.
Vulnerability is an important concept in understanding poverty that relates to risk
(Conning & Kevane;2002) and is also a constant companion of material and human
deprivation, given the circumstance of the poor and near-poor (Medeiros &
costa;2007).

Approaching poverty from the perspective of 'social exclusion' is useful for many
reasons to understand the feminization of poverty. First, the concept of exclusion
makes a serious contribution to the understanding of poverty since it provides an
'integrated and dynamic analytical perspective. Second, it allows the broadening of the
notion of deprivation while redirecting attention to poverty as a phenomenon with
multiple root causes and manifestations. Third, the concept of social exclusion enables
a better understanding of poverty as a process that involves multiple agents as well as
institutions (Skalli; 2001). Particularly in a third world country like Nepal, due to high
social exclusion and gender discrimination poverty crisis is huge. Even now estimated
poverty headcount is 31 percent in Nepal (GoN; 2006).

Subsequently, national poverty hits those the most who are in the fringes of social
structure. In developing countries, and perhaps throughout the world in some
proportions, the hardest hit victims of general poverty thus tend to be women who are
always at the sidelines of the social center stage.

Feminization of Poverty

Feminization of poverty should be understood as a relative concept based on a
women—men comparison. That is if poverty in a society is sharply reduced among men
and is only slightly reduced among women, there would be a feminization of poverty.
The two concepts for the feminization of poverty are “an increase of women among
the poor” and “an increase of female headed households among the poor
households,” the latter becoming the core definition (Medeiros & Costa; 2007).Women
face discrimination, and are increasingly excluded from socio economic as well as
political sector. Mostly, in the urban center, “women are more likely to lose their job
than men” (Skalli; 2001:79). Thus, prolonged unemployment often results in women'’s
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acceptance of low-paid job and greater insertion in the informal sector with the variety
of small scale home base activities (Buvinid; 1997).

Particularly, in Nepal, women in general and especially women from lower cast tend to
suffer from abject poverty due to discrimination reasons.” Thus issues like gender
discrimination and social exclusions, among others, have pushed many women in
countries like Nepal to the level of abject poverty. The number of women living in
poverty is increasing disproportionately to the number of men. Unable to cope with too
much work, they hand over child-care responsibilities to older daughters, who then
must drop out of school. Thus, deprivation carries from one generation of women to
the next, leading to the feminization of poverty (Buvinid; 1997).

Such deteriorated financial state of women has led to a revolutionizing effort by various
INGOs and NGOs to promote their socio-economic status. Various efforts by these
organizations have motivated the governments of many countries to actively
collaborate in lunching various financial programs especially designed to ease the
condition of households run by women. One of the more successful programs in
alleviating grass root level poverty in many developing countries is the pro-poor Micro
credit program which helps women to establish survival level businesses.

Micro Credit

Over the past two decades, micro credit program appears as one of the principal
strategies in the overall movement to reduce poverty. The economist professor
Mohammad Yunus from Bangladesh introduced the concept of micro credit as a
process to “extend small loans to poor people for self-employment projects that
generate income, allowing them to care for themselves and their families” (Microcredit
Summit; 1997). A key assumption is poor people faced high interest rates because of
the monopolistic practices of 'money-lenders' and that their very small-sized businesses
required cheap credit. Rates were set below the prevailing national money-market
rates, and far below the rates charged in local informal credit markets (Rogaly; 1996).
Hence, micro credit refer to the provision of financial service including saving, credit
and insurance to the poor, those who have not access to formal financial institution.
Microcredit helps the poor to achieve household priorities, reduce vulnerability and
increase income (Microcredit Summit; 1997) and also helps to “support the poor in
reaching self-sufficient and sustainable livelihoods” (Premchander; 2003:365). The
supporters of micro credit argue that “key anti-poverty strategy retain the assumptions
of the subsidized development finance model” (Rogaly; 1996:102) and also that Micro
credit is a “powerful tool in the struggle to end poverty and economic dependence”
(Rogaly; 1996:100).

Moreover, micro credit is an important synergy between improving the economic well-
being of poor people and fostering institutions that give them a greater opportunity to
participate in their society (Micro credit Summit;1997).The credit function of informal

42 cast system in Nepal, though abolished by law, is still largely prevalent in society.
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finance has received the most widespread attention, particularly as a source of initial
working capital for micro enterprises. Intermittent and sometimes reciprocal lending
for businesses also takes place between households and can help smooth out short-
term cash flow problems and ease longer-term credit constraints (Matin,Hulme
&Rutherford;2002). Thus, Micro credit provides opportunities for poor women to
alleviate their financial status through coordinated effort.

Regarding micro credit and its relation with poverty, there is no doubt that micro credit
is a poverty reduction strategy with aim to reduce household level poverty. The
importance and strength of micro credit can be assessed on the basis of economic,
social, political and gender perceptive to address the issue of feminization of poverty.
From economic perspective, investment of micro credit in productive sectors helps to
increase employment generation, increase production, utilize local resources and
promote markets which facilitate to cross the income poverty line and improve the
economic status of poor. The availability of reliable and regular micro credit enables the
stabilization of income to the poor which helps to smoothing consumption expenditure.
The increased incomes and income security can lead to improvement of livelihood.

From social perspective, micro credit always focus on the solidarity group under the
basic assumption of building social coherence, developing mechanism for recovery,
adjusting collateral problem and encouraging cooperation between member of group.
It basically focuses on the poor women which “encourages collective action, helps
women to break out of gender and economic barriers, and expand their horizons for
their own development as individuals and members of a family, group and community”
(Premchander;2003:367). Thus, the micro credit program makes significant
contribution toward building civil society institutions like community based
organizations, saving and credit groups and woman groups.

Similarly, political perspective of micro credit for women includes the issue of
redistribution of wealth. Hulme & Mosley argue micro credit as being redistributive and
direct approach to alleviate poverty to the left, and to the right as facilitating the
emergence of an independent, self sustaining livelihood (Mosley&Hulme: 1998). Finally,
from gender perspective, targeting women for micro credit has been justified as a
means for empowering them. Investing the income generating activity as working
capital may be used in purchasing a productive asset. Women have been found to be a
better credit risk than men. Their repayment rate always tends to be better than that of
men. Benefits are more likely to the whole household.

Among the four important perspectives of micro credit for poor women, | strongly
support the gender perspective of micro credit program with regards to empowerment
and inclusion paradigms. Due to the inequality and triple role, women are not able to
convert their labour to income, income to choice and choice to well being. Focusing of
micro credit in women groups help to create decision making opportunities over the
resources and enhance the economic role that effect on household welfare. Micro
credit facilitates the utilization of women’s idle time by channeling it to income
generating activities. Moreover, targeting women for micro credit has been justified as
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a means for increasing self sufficiency which make women able to control over the
income as well as enhancing knowledge and skill that create further opportunities to
poor women. Beside this social, economic and political perspective of micro credit are
also equally important for achieving the goal of women headed household poverty
reduction.

However, it is hard to determine whether micro credit is always effective in helping
those who need it the most. On the one hand, micro credit is a loan and not a subsidy
which must be paid back in a certain period of time. On the other hand, poor women
need more money for the fulfillment of their basic needs like paying for their children’s
general needs, transportation fees and housing rent. Hence, those who get credit from
the program are at times compelled to spend the money as consumption proposes to
fulfill basic family needs rather than invest in survival business or income generating
activities. This leaves them unable to repay the loan and interest to the program in time
which creates doubt to the sustainability of the individual and the program. Not only
this but also group mechanism of credit program is barrier for very poor women
member who have no collateral and no alternative way of repayment. Due to the
compulsion of repayment and lack of trust among the group member, the targeted
poor women have faced the trouble of credit. Another bitter reality is that women in
many third world countries like Nepal do not have privilege of making economic
decisions. These are generally limited to men and they do not have control over the use
of money but are still burdened with responsibility.

Besides, the donor agencies that run the program may shut it down once their agenda
is fulfilled. This makes the future of the program and members uncertain. These are the
issues that affect the sustainability of the entire program. Rogaly refers that micro
credit risks a return to a 'blueprint' approach (the promotion of a uniform model) to
anti-poverty action (Rogaly; 1996) which is also known as donor agenda. It does not
encourage the participatory approach because the organizational interest can conflict
with the goal of the program. Meanwhile, micro credit cannot be assumed to reduce
poverty just because it achieves high levels of outreach or almost perfect repayment
rates (Rogaly; 1996). Thus, it is not so flexible in terms of poverty reduction and does
not address the real problem of poor women because of interest rate, payback period
and various other conditions that are determined by donor agencies who always look
for a way of repayment. It also has to deal with high transaction and administrative cost
which creates extra burden for the poor.

Micro Credit for Women

Since the mid-1980s, micro credit for women has been a popular poverty-alleviation
strategy among development agencies. Micro credit is considered as an effective
vehicle for women's empowerment and support, and consists most typically of the
provision of small loans either to individuals or groups (Leach & Sitaram;2002).
However, the access to micro credit is still highly unequal between men and women
(Mayoux; 2000). In general, micro-credit for women, routed through self-help groups
(SHGs) of women, came to be recognized as a viable strategy; not only for promotion of
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women’s enterprises, but as a strategy for poverty reduction and women’s
empowerment (Premchander;2003). Micro credit programs are thus huge boosters in
preventing feminization of poverty.

Owing to the importance of micro credit on poor women, serious studies have been
done over the years regarding the relationship between these two. These studies have
introduced three major paradigms on micro credit and gender; Financial self-
sustainability paradigm: Gender lobbies have been able to argue for targeting women
on the grounds of high female repayment rates and contribution of women’s economic
activity to economic growth. In this paradigm, it is assumed that increasing women’s
access to micro-finance services will in itself lead to individual economic
empowerment, well-being and social and political empowerment. Poverty alleviation
paradigm: Gender lobbies in this context have argued for targeting women, because of
higher levels of female poverty and because of women’s responsibility for household
well-being. Poverty alleviation and women’s empowerment are seen as two sides of
the same coin. The assumption is that increasing women’s access to micro-finance
(together with other interventions to improve household well-being) will in itself
increase household income which will then translate into improved well-being for
women and enable women to bring about wider changes in gender inequality. Feminist
empowerment paradigm: Micro-finance is promoted as an entry point in the context of
a wider strategy for women’s economic and socio-political empowerment. The focus
here is on gender awareness and feminist organization. Some programmes have
developed very effective means for integrating gender awareness into programmes and
for organizing women and men to challenge and change gender discrimination. Some
also have legal rights support for women and engage in gender advocacy (Mayoux;
2000).

Regarding the three aspects of micro credit and gender relationship, poverty alleviation
paradigm and feminist empowerment paradigm are the most important paradigms on
addressing the feminization of poverty which are quite different from other paradigm
but strongly linkage each other. Financial and poverty alleviation paradigm generally
focus on income generating activities without considering the sustainability, targeting
and inclusiveness. However, feminist empowerment paradigm always refers to actively
involvement of target poor women and internalization of program in the community as
sustainable point of view.

Women can obtain credit and deposit savings through micro credit programs which
gives them a greater economic role in decision-making process. Leach & Sitaram argue
that, the rationale for providing women with loans has been that women are
disproportionately represented among the poorest in society and need more help than
men in securing sustainable livelihoods where women-headed households are usually
more vulnerable in times of crisis, as they have fewer resources to draw upon at times
of need. (Leach & Sitaram; 2002). When women control decisions regarding credit and
savings, they will optimize their own and the household’s welfare. The investment in
women’s economic activities will improve employment opportunities for women and
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thus have a ‘trickle down and out’ effect. Thus women empowerment and poverty
alleviation paradigms come hand in hand enabling to reduce feminization of poverty.

Thus, realizing the importance of feminist empowerment and poverty alleviation
paradigm of  micro credit in alleviating the poverty of women (and the poor in
general), many governments in third world countries have collaborated with NGOs and
INGOs in developing such programs. One example of such collaboration is found in
Nepal, where the government partnered with United National Development Program
(UNDP), World Bank and Asian Development Bank (ADB) to form Rural-Urban
partnership program (RUPP), Decentralized local governance support program (DLGSP),
Poverty alleviation program in order to tackle grass root level poverty that was
prevalent in the country. Such programs help to financial empowerment of poor people
by targeting the survival enterprise which leads to reduce the feminization of poverty.
Micro credit not only provides money but also enhances skill, create social network,
reduce exclusion and create space in community for those who have no alternative for
live. Empower women only able to proper use of resources in enterprise in spite of
consumption and generate income for family welfare which helps to improvement
livelihood of whole family. Feminist empowerment paradigm of micro credit is very
important for addressing the issue of sustainability of microcredit and exclusion of real
targeted marginal people. Looking as gender perspective in micro credit, support to
addressing the issue of triple role of women including production, reproduction and
community management are the one of the important tools of minimize the women
head household poverty.

Conclusion

In most of the developing countries like Nepal, the majority of micro credit scheme is
directed at poor women. The aim is to enable these women to realize and empower
their fundamental needs and enjoy basic public services provided by the state. Many
development agencies have been applying the micro credit as a poverty reduction
strategy designed mainly to tackle chronic poverty on urban households run by women.
Micro credit programs are vital tools in providing socio-economic stability to poor
women, and are therefore important catalysts in uplifting living standards of poor
household led by women. These programs not only help in alleviation of feminization of
poverty but also act as only lifeline for many underprivileged women. Such programs
provide micro credit to empower the poor women where various issues of socio-
cultural, economic, political and developmental importance are still unresolved. To a
fair extent these programs have been successful and sustainable. However, this success
has been somewhat marred by various problems that the micro credit programs face.
Extreme poverty, improper use of the credit, issue of repayment and lack of trust
among people has considerably affected the success of micro credit programs to
address the issue of feminization of poverty. Problems related social exclusion of the
poorest and gender biases against the women hamper the functionality of micro credit.
These problems pose a big question mark on the long term sustainability of such an
important poverty eradication tool like micro credit program.
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Finally, micro credit program is an effective tool to counter feminization of poverty
which has its own share of problems, but with effective implementation it provides
opportunity for women, especially in third world countries, to empower themselves
and be financially self-sustainable and thus alleviate grass-root level poverty.
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Export Trade Scenario (Specially from
1970-1992) of Nepal Towards India and
Some Lessons Learned

Dr. Suman Kumar Regmi*

Export performance of a country is measured in the share of export in GDP/GNP. This ratio
differs from country to country depending upon their resource endowments, size, level of
development, openness of the economy and the trade policy. The Export-GDP ratios
indicate the situation of the economy in relation to the trade indicator and reflect the
nature of export trade sector existing in the country. The ratio could be viewed to know
the ability of the economy in the context of exports and export production in terms of
GDP.

For the past few decades the level of our exports has not been keeping pace with that of
the level of the national income or GDP. The share of agricultural products has dominated
in the country's GDP. The share of industrial sector is nominal. In Nepal, the change in the
agricultural production affects the Export-GDP ratios.

Despite some industrialization and avowed policy favoring export of manufactured
products, the export of non-agricultural products could not increase significantly. Domestic
consumption resulting in population growth, particularly urban population, has shared a
large part of the non-agricultural output.

Nepal's low export-GDP ratio is partly an indicator of its level of development and
structure of production but it also reflects its inward-looking trade restricting orientation.
Export-GDP ratio suggests that Nepal has very few non-agricultural export items such as
carpets, leather, jute goods, ready-made garments, hides and skins and handicrafts.
Looking at the experience of individual least developed countries with adjustment, Nepal's
export base is small consisting mainly of agricultural and semi-processed products with
merchandise-exports. Countries emphasizing the export sector have higher rate of export
growth than the overall economic growth.

Nepal’'s export trade transaction in world export trade is negligible. Thus, increment in
export production has no effect on world export trade demand both in quantity and price.
Fluctuation in global level demand will have negligible or no impact on Nepal’s export due
to her negligible amount of participation in world export trade. The share of primary

* The writer is associated with Trade and Export Promotion Centre since 1981 and can be
contacted at sumankumarregmi@hotmail.com.

177



exports in Nepal’s total exports has lowered in later decades. Nepal’s export volume is
more or less independent of world trade environment. The only related external trade
variable is the export price that is obtainable by the Nepali exporters in the overseas
export market. In Nepalese context, the availability of exportable products has led to
export expansion. It has been concluded that export value fluctuating trend results either
due to changes in export quantity or export price.

Thus, manufacturing sector has become the export earner of the country and acquired a
role in export and also contributed to a great extent in meeting the growing domestic
demand from local production. It seems that the very rapid growth of non-traditional
manufactured goods after the 1980’s led to foreign exchange earnings exceeding that of
traditional exports of earlier decades. A significant amount of export diversification has
occurred since 1985 till 2001 as the share of manufactured goods has increased to 76
percent of total exports. Nepal has also registered recent gains in manufactured exports.
One of the major reasons for Nepal’s stagnant export level during the past decades was
decreasing supply of primary products, mostly food and crude material. And in recent
decades, the export of garments, carpets and Pashmina and others.

Nepal’s export policy initiated countrywise diversification of exports. Export measures and
incentives diverted the country’s exports to overseas from India till 2000 and thereafter to
India.

The export structure of Nepal shows scattered destinations for the Nepal’'s exports.
Nepal’'s export destination number more than one hundred and fifty and are found
scattered over the six continents. Export still remains concentrated on 8 countries which
have covered more than 90 percent of Nepal’s export in most of the years.

In south Asia region, a heavy concentration of exports on India is observed. Exports to
Bangladesh and Srilanka are found irregular and insignificant. In south-east Asia region,
export is found mainly concentrated with Singapore. Though Nepal exports to countries
belonging to OECD group, the country’s export is mainly centered to nine countries of the
group namely, USA, UK, France, Germany, Belgium, Japan, Switzerland, Italy and
Netherlands. Amongst the centrally planned economy countries, export is mainly to
Russian Federation, Czech, Slovak and China.

Nepal supplies more than 100 commodities to India and overseas. However, more than 25
commodities which seems regular in Nepal’s export covers major portion.. The 25 major
commodities include raw jute, jute goods, jute cuttings, oilseeds, medicinal herbs, dry
ginger, hides and skins, pulses, large cardamom, ready-made garments, handicrafts, maize,
ghee, lynden nuts, carpet, Pashmina and woolen goods, zinc oxide, vegetable ghee, acrylic
yarn, copper wire, and catechu.

The raw jute export declined due to a major decline in world demand. The raw jute export
from Nepal is highly sensitive to international demand conditions primarily because the
share of internal consumption in the total production was less.

Out of the total export of medicinal herbs, major portion has been exported to India.

India is the most important market for Nepalese dry ginger.
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Till 1979, exports consist mainly of wet blue and vegetable crust lining leathers. The
importance of the hides and skins has further been realized seriously due to the dominant
role played by the semi-processed hides and skins in the country export trade. Nepalese
exports of goat-skins and related products are concentrated to some Asian and West
European countries.

Carpet industry in Nepal still suffers from regular supply of raw materials. Irregular supply
of quality wool, dyes and cotton yarn and washing machine restricts the growth of carpet
export of Nepal. The export carpets from has also declined after 2000.

India is the traditional export market of Nepalese pulse Bangladesh is another market for
pulses.

Nepalese handicrafts have special peculiarities for their demand in overseas markets. The
export of Nepalese handicrafts product is not yet subject to quantitative restrictions.
Mainly, the handicrafts produced in the Kathmandu Valley are exported to overseas.

The share of lynden nuts in the total export has been less than 0.5 percent. Lynden nuts
are one of the regular items of export to overseas countries.

Though the export potential of catechu and Kutch appears bright in the short run, in the
long run the afforestation of khair trees should be done on a massive scale on a managed
way.

Trade transactions without any formal agreement were conducted between Nepal and
India before 1923. The relations between Nepal and India have been strengthened during
years to years through exchange of a member of high level visits. The trade treaty (1991)
containing several new facilities and concessions for promoting Nepal’s exports to India is
in operation.

Till 1973, 100 percent Nepalese goods had unrestricted entry to India. Nepal’s transit
trade has been governed by a series of treaties with India. The latest one of 2009 is in
operation. The first treaty of trade was with British India in 1923 which was used till 1950.
Thereafter, treaties of 1950, 1960, 1971, 1978, and 1991 were applied one after another.

The 1950 treaty of trade and commerce was signed when the Indian Rupee was in
circulation in Tarai along with the Nepalese economy. The 1960 treaty of trade and transit
had made arrangement for the establishment of a common market between the two
countries. Because of the restrictive measures as mentioned in 1971 treaty including
preferential treatment, Nepalese products failed to find their way into the Indian market.
The industrial products containing not less than 80 percent of Nepalese materials or
Nepalese and Indian materials were eligible for tariff concessions in India under this.

As per the treaty of trade (1978), the list of manufactured products allowed for the
preferential treatment revealed that most of products mentioned had severe supply
constraints and therefore were not feasible for export from the country during the
operation period.

On the termination of 1978 treaty in March 1989, the two governments later agreed to
carry on trade and transit as per the provisions made in the memorandum of
understanding till 1991 after which treaty could be signed after some months of non-
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treaty provision. The tussle with India from time to time indicates that Nepal may switch
over gradually towards multilateral approach in her foreign trade regime. As a result, Nepal
has become WTO member. WTO is based on multilateral trading system. There is
numerous reasons to try for better export performance to countries of the region including
India where multiple scope exists for Nepalese products.

After the expiry of the 1978 treaty in March 1989, Nepal and India conducted trade on
non-treaty provision. After long discussion lasting 15 months, an agreement was signed
between Nepal and India those have signed two treaties (trade and transit) separately on
Dec. 6, 1991. This was operated with amendments till Oct. 2009 .Now Nepal-India trade is
conducted as mentioned in the Nepal-India Trade Treaty of Oct. 2009.

In the context of 15 months’ trade impasse with India after March 1989 and before signing

this treaty of Dec. 1991, Nepal wished to resolve the current impasse with India
expeditiously to their mutual advantage and had made every effort to hold talks on
matters of interest for two countries including trade and transit.

Nepal’s trade diversion from India to overseas had been reflected on India’s share in
country’s trade between 1970 and 2000. In 1991/92, 12.1 percent of Nepal’s total exports
went to India, while the country fulfilled 37.1 percent of her total import needs from India.
From India’s viewpoint, trade with Nepal is a very small part of her total trade. In 1990/91,
Nepal’s share in India’s exports was 0.75 percent while Nepal’s share in India’s imports was
0.18 percent .Nepal’s share in India’s exports and imports was 1.50 percent and 0.58
percent respectively in 1970/71 and 1.10 percent and 0.56 percent in 1981/82
respectively. But Nepal's 70 percent share of overseas countries in export trade had shifted
to India after 2000. Some determinants of Nepal-India relationship were geographical
factors, open border, intertwining of policies and economies and the treaty of trade
regime and timely reaction.

Nepal’s trade dependence on India has been gradually decreasing till 2000 but increasing
after 2000. The country’s imports from India which stood at 91.0 percent of her total
imports in 1971/72 decreased over the years to reach to 32.1 percent in 1990/91. In
1991/92, the share slightly raised to reach to 37.1 percent. The decline in imports from
India was remarkable, particularly from 1980/81 onwards. But Nepal’s export and import
with India had increased after 2000. It is because of declining of export of garments,
carpets and Pashmina to overseas countries after 2000.Under the trade diversification
ideology, Nepal imports numerous consumers and luxury products from overseas and
India. However, imports of food from the adjoining part of India are cheaper than
obtaining from inside the country.

On the face of rapid increase of international prices for most of the Indian products, India
demanded the convertible currency for Indian goods imported into Nepal. Such situation
will lead to import Indian like products from overseas. As a result, India is still imposing
quantitative restrictions on exports of four products to Nepal which are felt shortages in
India and still providing import quotas on products indirectly.

On the export side, the declining dependence on India is remarkable since 1985/86 after
which the share of India in Nepal's export is less than 50 percent in every year till 1991/92.
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But export to India started to increase after 2000 as between 1970 and 2000. Export to
India which stood at 65.2 percent in 1971/72 declined over the years to reach to 24.7
percent in 1988/89. The diversification policy neither meaningfully reduced Nepal's
dependence on India nor promoted Nepal's exports to third countries on an enduring
basis.

Nepal's export diversification cum diversion drive seen through schemes like EEES, SERS,
and cash subsidy system, DERS, basket exchange rate system and others led to the change
in direction of exports between 1971/72 to 2000. With the incentives measures, the
overseas exports for some products like carpets, ready-made garments, hides and skins,
handicrafts, lynden nuts etc. have become more profitable. The withdrawal of one and
implementation of another export incentive scheme implemented from time to time
contributed directly to change in export to India. Trade relations between 1970’s and
2000’s with other South Asian countries and with European countries started expanding.

In absence of direct cash incentive, export to overseas consist of primary food products
became less profitable. As a result, these products were exported to India in smaller
quantity due to internal demand for the increased production of the country. Despite
these changes in direction of Nepal’s trade, trade with India in terms of value, fluctuated
over the decades.

Imports from India grew from Rs. 803.7 million in 1971/72 to Rs. 8666.1 million in
1991/92. The average annual growth during the period was 13.9 percent. Exports to India
grew from Rs. 338.8 million in 1971/72 to Rs. 1197.6 million in 1991/92. The average
annual growth in exports during the period was 14.3 percent.

Terms of Trade

Due to variation in export quantity data taken from different sources in Nepal for the same
year and non-availability of export data for some years, in terms of trade (with India)
calculation has become complicated for arriving at true result. But terms of trade with
overseas could be completed because of easily availability of export data from one source.
But it is assumed that terms of trade with overseas without presenting terms of trade with
India has been regarded incomplete considering the total export trade of Nepal. The
argument of publishing foreign trade statistics since 1991/92 on an integrated coordinated
way among foreign trade publishing bodies has not been implemented.

Composition and Diversification of Nepal’s Exports to India

The composition and commodity concentration of exports to India has been shown more
Nepal’s composition and concentration of exports to India from 1974/75 to 1990/91. The
figures indicated higher weight- age of primary products (SITC 0, 1, 2 and 4) in the
country’s export composition to India in comparison to export of manufactures (SITC 5,6,7
and 8). In 1974/75, the share of primary exports stood at 92.5 percent till 1990\91. In
1976/77, the share grew to 96.8 percent. Between 1977/78 and 1980/81, a changed
tendency (around 95 percent plus/minus 2 %) in the share of primary exports could be
observed. However, from 1981/82, the share continued to decline.
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The share of manufactures ranged between 2.5 and 24.4 percent during 1974/75 and
1988/89. Consequently, export share of manufactures increased from 9.1 percent in
1974/75 to 21.3 percent in 1988/89. This shift in export composition was mainly due to the
increase in export of manufactures. Export of new products has been added to Nepal's
export basket to India after 1996 and especially after 2003.

Food export (SITC) shared the most important position in Nepal’s exports to India. Food
exports, though fluctuating over the period, was found to be less than 50 percent after
1977/78 except in the years 1981/82, 1984/85 and 1989/90. The export of rice which was
accounting more than 75 percent of total exports to India till 1975/76, underwent
extinction, crude materials, though stood second in position, stuck to the level of 25
percent shares throughout the period. Food export's declining trend was felt due to
decline in export of food crops, particularly rice, pulse, maize etc.

The export diversification policy of Nepal had neglected the commodity diversification but
has been successful to some extent in marketwise diversification. Since, India was
absorbing lesser share in Nepal’s export till 1991/92, any diversification plan in future
could take into account for the export to India. In view of the import facilitation provision
with India on Dec. 6, 1991 trade treaty, it had become more important to enter new
products particularly manufactures, in Nepal’s export basket to India. The inclusion of 91
products in the list of Nepalese industrial products which had been allowed preferential
entry into India in Nepal-India trade treaty (Dec. 1991) had enriched the Nepal-India trade
treaty. Only seven items had been kept in renewed 1991 trade treaty and present 2009
Nepal- India Trade Treaty as negative items.

Export items in Nepal’s export to India

Keeping in view the regular export trend between the period 1974/75 to 1991/92,
amongst the current export items to India, only eight products (rice, maize, herbs, dried
ginger, oilseeds, raw jute, jute goods and ghee) had been seen.

Rice accounted for a large share in Nepal's export to India from 1974/75 to 1984/85 in
terms of export volume. Rice export in 1974/75 amounted to Rs. 116.7 million while it
increased to Rs. 495.4 million (the highest attainment till the year 1991/92) in 1975/76. In
1984/85, rice export again attained to Rs. 250 million. From 1984/85 onwards, rice export
to India declined to reach to Rs. 11 million in 1988/89. This decline was partly due to
decline in rice production in the country and partly due to supply of rice to new areas of
the country for domestic consumption.

Maize export to India fluctuated ranging between Rs. 0.1 million and Rs. 35.7 million.
Between the period 1974/75 and 1990/91, Rs. 0.1 million in 1989/90 was the lowest
amount and Rs. 35.7 million in 1985/86 was the highest. The export w as more than Rs. 20
million in the years 1980/81, 81/82 and 1985/86. The export was less than Rs. one million
in the years 1982/83, 83/84 and 1989/90.

Export of herbs was found to be not so much fluctuated between 1974/75 and 1991/92
except in the years 1979/80, 1980/81, 1984/85, 1985/86, 1987/88, 1988/89 and 1990/91.
Though annual export quantity was found to be highly fluctuating between the period
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1974/75 to 1982/83, value of exports was found to be less than Rs. 16.5 million. It seems
that price attainment from herbs export to India showed gradual deterioration in price of
Nepalese in the Indian market. It could be concluded that by far the largest market was
India. But exports to India had been constantly decreasing because of the high import
tariff levied on Nepalese products in India.

Export of dry ginger increased from Rs. 15 million in 1975/76 to 27.3 million in 1976/77.
Between 1976/77 and 1979/80, a decreasing trend was observed in the trend of export.
Between 1979/80 and 1981/82, the export quantity of dried ginger stagnated about 1.1
thousand Metric Ton, while the export value increased from Rs. 8.6 million in 1979/80 to
Rs. 38.7 million in 1984/85. In 1985/86, the export of dried ginger reached to Rs.
30.3million. Again it increased for two subsequent years. But it decreased to Rs. 9.9 million
in 1989/90. The export quantity of dried ginger remained between 3.9 and 10.6 thousand
Metric Ton between the period 1983/84 and 1989/90. The export quantity was the highest
(10.6 thousand Metric Ton) in 1987/88 between 1983/84 and 1989/90. India was the most
important market for Nepalese dry ginger.

Oilseeds export showed the most irregular high fluctuation in the export to India. Oilseeds
export in 1974/75 remained at Rs. 29.4 million. In 1975/76, the exports increased to Rs.
40.3 million. From 1976/77 onwards, oilseeds export declined to reach to Rs. 4.5 million in
1977/78. In 1978/79 and 1979/80, no oilseeds export had been recorded though there
was rise in production of oilseeds. In 1980/81, 81/82 and 1983/84, oilseeds export
amounted to Rs. 18 million, Rs 20 million and 75.5 million respectively. In 1982/83, oilseed
had not been exported. Such trend in oilseeds export could indicate the rise in domestic
demand for the product. On account of the EEE scheme, raw jute export to India ranged
between Rs. 12.9 and Rs. 46.4 million Between 1975/76 and 1977/78. Raw jute export to
India remained in 1978/79 with the export of 0.6 thousand Metric Ton of raw jute worth
Rs. 2.1 million exporting in the year. Since 1978/79 onwards, a rapid increase in raw jute
export was felt except in the years 1985/86, 1990/91 and 1991/92. The export quantity of
raw jute was the lowest (0.07 thousand Metric Ton) in 1985/86 and was the highest (11.0
thousand Metric Ton) in the year 1987/88 between the period 1983/84 and 1989/90.

Jute goods were also increased in 1978/79 after jute export to India in lesser value of
export between 1975/76 and 1977/78, jute goods export which remained at Rs. 8.2 million
in 1978/79 grew to reach to Rs. 260 million in 1984/85 However, from 1985/86 onwards,
its export increased more or less amount except in the year 1989/90 in which it remained
only Rs. 4.5 million. The export quantity of jute goods ranged between 0.4 thousand
Metric Ton and 12.9 thousand Metric Ton between 1983/84 and 1989/90. But the export
quantity remained 0.7 thousand Metric Ton in 1979/80 and 22.7 thousand Metric Ton in
1982/83.

Ghee export to India was found to be fluctuating between 1974/75 and 1991/92. The ghee
export ranged between Rs. 7.8 million in 1989/90 and Rs. 60.6 million in 1975/76. The
ghee export was in increasing trend in the years 1975/76, 1978/79, 1980/81, 1982/83,
1983/84, 1985/86 and 1988/89. Besides these years, the export of ghee was declining. The
export quantity of ghee was not more than 2.42 thousand Metric Ton between the period
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1974/75 and 1982/83. Besides these eight products, Nepal’s export data to India showed
occasional export of other products like pulses, rice bran ail, jute cuttings, large cardamom,
oilcake, brans, potato, rosin, timber, hides and skins, salseed oil, stones and sand, catechu,
kutch, wheat flour, biscuits, oilseeds oil, wooden parquet and others. Nepal exported just
60 items to India till 1992. However, 20 major commodities to India formed 19.2 Percent of
the total export and 80.5 percent of the export to India.
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International Legal FrameworKk for Food
Security and Intellectual Property Rights

Prof. Bojana Nedelcheva, Dr. Anguel Anastassov

Abstract

This article deals with one of the most pressing problems faced by the modern world,
namely the increasing crisis of food security and the sustainable approaches to ensuring
its viability in the years to come. This topic is closely linked with the eradication of
extreme poverty and hunger, the role of knowledge and technology and the
implementation of the respective intellectual property rights.

It is noted that the subsidised agricultural production in developed countries slows
down world prices which is not beneficial to agricultural progress in the developing
countries.

Special emphasis is put on the development of agricultural biodiversity and its role in
ensuring food security. It is underlined that implementing intellectual property rights
leads to monopolisation of seeds breeding which turns into market control by a few
commercial varieties owned by several powerful companies. This trend creates
increasing challenges to food security since dependence just on a few varieties is
followed by a considerable decrease of crop productivity.

Introduction

The question of food security could be analysed from various standpoints— at the level
of a separate household, at a country or regional basis, or as a global subject-matter.

A number of international legal instruments have included a reference to food as a
basic legally binding right. In accordance with the Universal Declaration of Human
Rights everyone has a right to a standard of living adequate for the health and well-
being of himself and his family, including food. The right to food was recognised by the
International Covenant on Economic, Social and Cultural Rights in 1967.

It was underlined at the World Food Summit held in 1996 that food should not be used
as an instrument for political and economic pressure and it was reaffirmed the
necessity of refraining from taking measures which are not in accordance with
international law and that endanger food security. In 2004, member States of the Food
and Agriculture Organisation (FAQ) adopted a set of ‘Voluntary Guidelines’ to support
the progressive realization of the right to adequate food in the context of national food
security.

There is a view that a broader concept of food sovereignty should be adopted which is
based on the human right to food, to self-determination, on indigenous rights to
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territory, and on the rights of rural peoples to produce food for local markets. At the
Forum for Food Sovereignty held in 2007, the participants identified several pillars of
food sovereignty, namely, focus on food for people; appreciates food providers;
localizes food systems; puts control locally; builds local knowledge and skills; and works
closely with nature.

With reference to the FAO State of Food and Agriculture Report issued in 2005, “food
security exists when all people, at all times, have physical, social and economic access
to sufficient, safe and nutritious food to meet their dietary needs and food preferences
for an active and healthy life”. Food is a basic condition for life and different types of
food play various roles for human beings. Food is used not for sustenance only, but for
social, cultural and religious purposes as well.

Under FAO, in 2010 16% of the populations in developing countries were
undernourished, down from 18% in 2009, but still well above the target set by the
Millennium Development Goal 1C to half to 10% the proportion of undernourished
between 1990 and 2015.%

The food price crisis and continuing economic crises in general, reduced the purchasing
power of a large part of the people in developing countries and hence severely
damaged their food security. Food crises could be influenced by a great variety of
factors of natural origin and human being-induced such as social and economic
circumstances, or provoked by military conflicts and wars.

Food exports from nearly all regions fell or stagnated in 2009 during the economic
crisis. It is interesting to note that from 2000 to 2008 Eastern Europe saw cumulative
export growth of around 350%. Latin American and the Caribbean region has
traditionally been an important supplier of food to global markets. It is calculated that
export volumes from North America grew by 24 % but the growth has been dampened
by the increasing use of domestic grains for biofuel production. Food imports have
been rising more rapidly in Asia than in any other region in the world, increasing by
almost 75 % from the year 2000 to 2010.

FAQ’s Intergovernmental Groups on Grain and Rice revealed that unexpected price
rises and volatility are amongst the major treats to food security. These groups referred
to a number of issues to be addressed as follows: the lack of reliable and up-to-date
information on crop supply; insufficient market transparency at all levels, including
emerging markets; growing linkages with outside markets; unexpected changes
triggered by national food security situations.

It was noted in its Report on the right to food issued by the Commission on Human
Rights, that despite advocating the benefits of free trade in agriculture, the EU member
states, the USA, Japan and other developing countries still heavily protect their

4 The various trends in food security referred to in this subtitle is based on the document
prepared by the FAO titled “The State of Food and Agriculture 2010-2011”, Rome 2011.
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agriculture in order to ensure the production of basic foods.” Domestic subsidies
encourage national production, which increases supplies on world markets and slows
down world prices. Hence, the producers in developing countries are in enormous
difficulties competing in their home markets which in turn are detrimental to the
agricultural development and food security in these countries.

International legal framework for food security

The international legal framework dealing with food security could be grouped into the
following areas: a) human rights treaties; b) international treaties linked with the
environment; c) agriculture-related framework; d) legal instruments focused on
intellectual property rights and trade.” The present analysis is based on the link
between the intellectual property rights and various international legal instruments.

Human Rights Related Treaties

The International Covenant on Economic, Social and Cultural Rights provides the legal
basis for the right to adequate food and the right to be free from hunger. The right to
food is realised when all human beings have economic access to food or means for its
procurement. Taking into account the problems of both food-importing and food-
exporting countries, States Parties have an obligation to ensure an equitable
distribution of world food supplies in relation to need. Promoting sharing of knowledge
is ensured by the right to “benefit from the protection of the moral and material
interests resulting from any scientific, literary or artistic production of which he is the

46
author”.

Human rights treaty bodies recommend that governments, international organisations
and private actors consider the human rights norm when negotiating intellectual
property rights in order to promote the effective realization of the right to food.

International Treaties Linked with the Environment

The Convention on Biological Diversity (Biodiversity Convention) * contains several
important contributions related to food security and intellectual property rights. The
establishment of a special programme on agro-biodiversity in 1996, which aims at
promoting the conservation and sustainable use of genetic resources for food and
agriculture, deserves special mention. In accordance with Art. 16 of the Biodiversity
Convention, the intellectual property rights should not undermine the Convention. It is

44 Commission on Human Rights. The right to food. Report submitted by the Special
Rapporteur on the right to food Jean Ziegler, in accordance with Commission on
Human Rights resolution 2003/25, E/CN.4/2004/10, 9 February 2004, para. 31.

4% CULLET Philippe. Food security and intellectual property rights in developing
countries. Graduate Institute of Development Studies. Geneva, March 2004, p. 17.

46 Art. 15 (c), International Covenant on Economic, Social and Cultural Rights, available at
http:/ /www2.ohchr.org/english /law / cescr.htm

47 The Biodiversity Convention is available at http://www.cbd.int/doc/legal/cbd-

en.pdf
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recognised that the patents and other intellectual rights may have an influence on its
implementation and hence, the contracting parties should cooperate in this regard,
subject to international law and national legislation in order to ensure that such rights
are supportive of and do not run counter to the Convention’s objective.

The Biodiversity Convention provides a framework for protection of the sovereign
rights of states over their natural resources, while facilitating access by users on
mutually agreed terms. The member states have an obligation to respect, preserve and
maintain knowledge, innovations and practices of indigenous and local communities
pertaining to the management of biological resources, promote their wider application
with prior informed consent and encourage the equitable sharing of the benefits arising
from such utilisation.

While the Biodiversity Convention has addressed the role of traditional lifestyles and
knowledge for the conservation and sustainable use of biological diversity, it has not
dealt with the question of ownership of the biodiversity—related traditional knowledge
which is one of the open issues of the current international law.

The Cartagena Protocol on Biosafety is a subsidiary legal instrument of the Biodiversity
Convention with important impact on food security and intellectual property rights.
Biosafety is a term described by the Biodiversity Convention as the efforts to reduce
and eliminate the potential risks of living modified organisms resulting from
biotechnology and its products. The link between intellectual property rights and
biosafety relates to the fact that these rights over the genes provide the proprietor
firms relevant control on the environments where the genes have been released. After
several years of negotiations, Parties to the Biosafety Protocol finalised in October 2010
a new treaty known as the Nagoya-Kuala Lumpur Supplementary Protocol on Liability
and Redress to the Cartagena Protocol on Biosafety. The Supplementary Protocol
established international rules and procedures for liability and redress in case of
damage to biological diversity resulting from living modified organisms. This instrument
is considered as playing a role in preventing damage on the one hand and as a
confidence-building measure, on the other, in the development and application of
modern biotechnology.

The Nagoya Protocol on access to genetic resources and the fair and equitable sharing
of benefits arising from their utilization to the Convention on biological diversity“ is
an important legal instrument of direct relevance to food security. Although the
Biodiversity Convention had already established the fair and equitable sharing of
benefits as one of its key objectives, it has remained unimplemented mainly because of
the lack of a respective normative framework. The role of indigenous and local
communities in the utilization of genetic resources has been indirectly mentioned in
relation to traditional knowledge. The Nagoya Protocol points out however that the use

48 Nagoya Protocol on access to genetic resources and the fair and equitable sharing of
benefits arising from their utilization is available at
http:/ /www.cbd.int/abs/doc/protocol/nagoya-protocol-en.pdf
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of genetic resources should take place with the prior informed consent of indigenous
and local communities, in cases where they have the right to grant access to such
resources. In addition, benefits resulting from the use of genetic resources should be
shared with those communities. Such practices have already been required by some
standards such as that of the Union of Ethical BioTrade.

The Nagoya Protocol does not contain an explicit reference to patents or other
intellectual property rights. Nevertheless, the contribution by the World Intellectual
Property Organization (WIPO) on traditional knowledge, for instance, should be
considered in the light of the Nagoya Protocol, provided that it is supportive of and
does not run counter to the objectives of the Protocol. This legal instrument does not
include either a list of mandatory checkpoints among which to include patent offices, as
had been proposed by many biodiversity-rich developing countries. It is assumed
however that the modern patent practices will take into account access and benefit-
sharing requirements.

The United Nations Convention to Combat Desertification"g is of particular importance
to some aspects of food security. The Convention recognises the interrelationship
between desertification and socio-economic problems such as food security. The
Parties facilitate access, in particular by affected developing country Parties, on
favourable terms, taking into account the need to protect intellectual property rights,
to technologies which are most suitable to practical application for specific needs of
local populations.

Agriculture-related framework

FAO has logically been a key player in elaborating the food security related
international normative framework. There are two basic instruments sponsored by
FAO, namely the 1983 International Undertaking for Plant Genetic Resources
(International Undertaking)50 and the 2001 International Treaty on Plant Genetic
Resources for Food and Agriculture (PGRFA Treaty)51.

Traditionally plant genetic resources for food were freely exchanged since they had
been considered as a common heritage of mankind. This idea was embodied in the
1983 International Undertaking under which plant genetic resources should be made
available to anyone without restriction. The International Undertaking was adopted as
a non-legally binding conference resolution. The concept of free availability of such
resources was not acceptable however for those developed states interested in genetic
engineering. The United Nations Conference on Environment and Development called

49 The United Nations Convention to Combat Desertification is available at
http:/ /www.unccd.int/convention/text/convention.php

50 International Undertaking for Plant Genetic Resource, Res. 8/83, Report of the Conference
of FAO, 22nd Session, Rome, 5-23 November 1983.

51 The International Treaty for Plant Genetic Resources for Food and Agriculture is
available at ftp:/ /ftp.fao.org/docrep/fao/011/i0510e/i10510e.pdf
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for the strengthening of the FAO Global System on Plant Genetic Resources,> and for
updating it in accordance with results of the negotiations on the Biodiversity
Convention. The PGRFA Treaty was agreed upon as a legally binding instrument,
focusing on the conservation of plant genetic resources, their sustainable use and
benefit-sharing. One of the main features of this treaty is its focus on the
interrelationship between plant genetic conservation, intellectual property rights,
sustainable agriculture and food security. In addition, farmers’ rights have been
addressed for the first time, although the farmers’ contribution to plant genetic
resource conservation does not explicitly include property rights. The respective
recognised rights in accordance with Art. 9 (3) of the PGRFA Treaty are the residual
rights to save, use, exchange and sell farm-saved seeds. Under the treaty access to
plant genetic resources for food and agriculture protected by intellectual and other
property rights should be consistent with relevant international agreements, and with
relevant national laws.

An important role in alleviating poverty and ensuring food security has been played by
the Consultative Group on International Agricultural Research (CGIAR). The group
performed its mandate mainly through the development of freely accessible ex situ
collections and the production of freely available improved varieties. The Consortium of
International Agricultural Research Centers was established in April 2010, as part of a
major reform of the CGIAR. The Consortium was formed to ensure closer alignment
with the needs of partners and beneficiaries, and to lead, coordinate, and support the
15 member Centers that make up the Consortium, some of which have been carrying
out agricultural research with resource-poor farmers, and their communities, for over
50 years. The Centres do not normally provide international property protection for
their designated germplasm and require recipients to observe the same policy.

Legal instruments focused on intellectual property rights and trade

The International Convention for the Protection of New Varieties of Plants (UPOV
Convention)

The UPOV Convention was adopted in Paris in 1961 and entered into force in 1968. It
was revised in 1972 and more substantially in 1978 and 1991. In parallel with the
process of elaborating the UPOV, the Council of Europe has finalised the 1963
Convention on the Unification of Certain Points of Substantive Law on Patents for
Invention.

The UPOV’s provisions53 deal with the plant varieties covered the protection
requirements, scope and length of protection, breeders’ exemption and farmers’
privilege. To join the International Union for the protection of new varieties of plants,

52 FAO has been developing a Global System for the Conservation and Utilization of
Plant Genetic Resources for food and agriculture since 1983.

53 The text of the International Convention for the Protection of the New Varieties of
Plants is available at
http:/ /www.upov.int/en/publications/conventions/1991 /act1991.htm
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states are required to set up plant variety protection (PVP) regimes which are in
compliance with the UPOV Convention’s provisions.

The breeder's rights are granted when the variety is new, distinct, uniform and stable.
To be new, the variety needs, at the date of filing of the application for a breeder's
right, not to have been offered for sale or marketed with the agreement of the breeder
or his successor in title. The variety is considered to be distinct if it is clearly
distinguishable from any other variety whose existence is a matter of common
knowledge anywhere in the world. The variety is deemed to be stable if its relevant
characteristics remain unchanged after repeated propagation or, in the case of a
particular cycle of propagation, at the end of each such cycle. A variety is uniform if,
subject to the variation that may be expected from the particular features of its
propagation, it is sufficiently uniform in its relevant characteristics.

A breeder is not simply the introducer of a discovered plant variety since the
introduced material would not be distinguished from already known varieties. A
Breeder should not be an improver either as improvement is not a requirement for
protection.54

Unlike patents regime, there is no disclosure requirement and applicants are required
to submit evidence to the competent government authority of the respective
contracting party for testing to ensure that the eligibility requirements referred to
above have been met.

The UPOV 1991 increases the activities for which prior authorization of the breeder is
necessary, namely, production or reproduction, conditioning for the purpose of
propagation, offering for sale, selling or other marketing, exporting, importing and
stocking for any of the above purposes. The scope was extended and by including
harvested material obtained through an illegitimate use of propagating material and
so-called essentially derived varieties. Unlike the original UPOV Convention, which had
envisaged a concurrent protection by patent and by breeders’ rights for a given genus
or species, the UPOV 1991 apply to all plant varieties and allows the concurrent
protection by both breeders’ rights and by a patent.

Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPS
Agreement)

An important move in the regime of the intellectual property rights took place by the
inclusion of intellectual property into the international legal regime. This stage has
ensured the intellectual property protection of new sectors and activities, in particular
agriculture. TRIPS Agreement55 has been in force since 1995 and is to date the most
comprehensive multilateral agreement on intellectual property. It introduced global
standards for protecting and enforcing nearly all forms of intellectual property rights,

5¢ LIGHTBOURNE Muriel. Food Security, Biological Diversity and Intellectual Property
Rights. UK, 2009, p. 43.

5 TRIPS Agreement is available at

http:/ /www.wto.org/english/tratop_e/trips_e/t agm0 _e.htm
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including those for patents. The main characteristics of the TRIPS Agreement are the
following:

e Its wide-ranging scope covering the major intellectual property disciplines by
introducing minimum standards in each of them;

e The inclusion of the enforcement of intellectual property rights, which have
been guaranteed by respective administrative, civil and criminal procedures,
including border measures;

e The incorporation of the main components of the international trading system
and in particular the national treatment and most favoured nation (MFN)
treatment into the intellectual property rights. Another effect for merging the
intellectual property and the trading system is the use of WTO principles for
effective procedures for the multilateral prevention and settlement of
disputes between governments.

TRIPS Agreement covers various types of intellectual property rights, such as copyright,
trademarks, industrial designs, geographical indications, patents, protection of layout
designs and protection of undisclosed information. The protection and enforcement of
the intellectual property rights should contribute both to the promotion of
technological innovation and to the transfer and dissemination of technology in a
manner conducive to social and economic welfare.

Art. 27 (1) of TRIPS Agreement provides that patents should be available for any
inventions, whether products or processes, in all fields of technology, provided that
they are new, involve an inventive step and are capable of industrial application.
Patentability might be excluded where it is necessary to protect ordre public or
morality, including to protect human, animal or plant life or health or to avoid serious
prejudice to the environment.

One of the most contentious provisions discussed during the TRIPS Agreement
negotiations was the text incorporated in Art. 27.3 (b). It describes inventions that
members may exclude from patentability, namely plants and animals other than
microorganisms and that members shall provide for the protection of plant varieties by
patents or by an effective sui generis system. This legal instrument did not refer to a
specific mechanism for protection, as it would have been, for instance the breeders’
rights regime established in the UPOV Convention. In the bilateral free trade
agreements concluded between on one side the EU, EFTA and USA and on the other a
number of developing countries, the UPOV Convention has been explicitly referred to
as one of the intellectual protection treaties that the parties should subscribe to. Over
the last several years, a new trend has been under way in which bilateral trade
agreements mandate moves to the domestic intellectual property laws, resulting in
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laws that exceed the standards agreed to at the WTO, so these agreements are known
as ”TRIPS-pIus”SG.

A number of developing countries have expressed their concerns on various occasions
in regard to the possibility for patenting of life forms. Given the fact that the TRIPS
Agreement does not offer a definition of a micro-organism, therefore it provides some
room for flexibility. Of particular importance is the concern about the introduction of
protection of plant varieties — an area in which most developing countries had none
before the entry into force of the TRIPS Agreement.

The relationship between the Biodiversity Convention and the TRIPS Agreement has
provoked various views on their compatibility or inconsistency. The Biodiversity
Convention provides access to genetic material subject to prior informed consent of
and fair and equitable sharing of benefits with the contracting party providing the
respective genetic resources. The issues of possible misappropriation of genetic
resources by developed country patent applicants have repeatedly been raised by a
number of developing countries. Developed countries have taken the view that an
eventual inclusion of this issue in WIPO Patent Law Treaty would add a new basic
requirement for patentability, in addition to novelty, inventive step and industrial
application.

The Agreement on Sanitary and Phytosanitary Measures as well as the Technical
Barriers to Trade Agreement take an important place in the legal framework of the
right to food. These legal instruments identify rules for setting national standards and
regulations relating to sanitary and phytosanitary measures as well as technical
requirements for food safety and quality with a view not to unduly restrict trade.

Role of intellectual property rights in ensuring food security and some
unresolved issues

Intellectual property could be defined as creations of the mind in relation to which the
state confers a statutory monopoly for a prescribed term to prevent their unauthorized
exploitation in order to encourage invention and innovation, technology transfer and
investment.”’

The Convention establishing the WIPO concluded in Stockholm on 14 July 1967, defines
intellectual property as rights relating to the following: literary, artistic and scientific
works; performances of performing artists, phonograms and broadcasts; inventions in
all fields of human endeavour; scientific discoveries; industrial designs; trademarks,
service marks and commercial names and designations; protection against unfair
competition. Since the date of the Stockholm Convention, intellectual property rights
have been considered to connect to plant varieties, trade secrets and confidential
information, and expressions of folklore. The main categories of intellectual property

5% LINDSTROM Beatrice. Scaling back TRIPS-plus: An analysis of intellectual property
provisions in trade agreements and implications for Asia and the Pacific. Journal of
International Law and Politics. Vol. 42, 2010.

57 BLAKENEY Michael. Intellectual Property Rights and Food Security. 2009, p. 22.
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relevant to food security are: plant varieties rights, patents, industrial designs,
trademarks, geographical indications, confidential information, copyright and database
rights.

The need to enhance the food security in developing countries necessitates adequate
policies for supply, distribution and consumption elements of the food chain. The FAO
has noted that the availability of policy options to poor countries have been hampered
by several factors including:

e Limited resources for public spending programmes;

e The dilemma between remunerative prices for local producers and prices that
a large number of poor households can afford, thus making border protection
less attractive, despite high bound tariffs;

e Major constraints on foreign exchange availability leading to pressure to boost
production of export crops.>®

An important question is whether the implementation of the intellectual property
rights and patents in particular, always serve as an incentive for food security. Certainly,
along with their indispensable role in promoting the state-of- the art science and
technology, there are occasions which demonstrate that it is not the case. A failure to
meet the validity standards for instance, may be the result of known use of a substance
or an obvious starting step in a process. This course of action would result in significant
social costs when the IPRs are improperly awarded.”

Certainly, there might be cases in which permitted strong intellectual property claims
over genetic material may produce negative effects on research and innovation at the
expense of wider policy objectives such as conservation and sustainable use of
biodiversity, agriculture, human rights and trade. This conclusion is based on the report
submitted by the European Community to the third meeting of the Ad-Hoc Open-Ended
Working Group on Access and Benefit-Sharing of the Biodiversity Convention.®

An emerging issue relates to the harmonisation of the existing international legal
framework that should follow the same standards of protection. Having said that each
individual country should have the opportunity to set up systems for intellectual
property protection taking into account its specific economic conditions and achieving
broader development objectives. A certain degree of freedom was provided by the
TRIPS Agreement and ensured by the respective sui generis clause for governments to
tailor such systems to address various aspects of food security. Hence, certain countries

% FAO. Incorporating Food Security Concerns in a Revised Agreement on Agriculture.
FAO Round Table on Food Security in the Context of the WTO Negotiations on
Agriculture. Discussion paper, 20 July 2001.

5% MERGES Robert. Intellectual Property Rights, Input Markets and the Value of
Intangible Assets. Available at http://www.law.berkeley.edu/files/iprights.pdf

60 OLDHAM, Paul. Global Status and Trends in Intellectual Property Claims: Genomics,
Proteomics and Biotechnology. Available in document UNEP/CBD/WG-ABS/3/INF/4,
Bangkok,11 January 2005.
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are states parties to the UPOV convention, whereas some others could use other
alternatives. For instance, as much importance is attached to the interests of farmers as
of those of breeders in the African Model Legislation for the Protection of the Rights of
Local Communities, Farmers and Breeders, and for the Regulation of Access to
Biological Resources. This model law developed in the year 2000 by the African Union
(formerly the Organisation the Organization for African Union) is available for
consideration by the member governments. A system for the protection of plant variety
rights has been established by the European Union legislation and has been operating
since 27 April 1995. The system allows intellectual property rights, valid throughout the
EU, to be granted for plant varieties.

The exercise of the intellectual property rights objectively leads to monopolization of
seeds breeding which further turns into market domination by a few commercial
varieties. This phenomenon creates increasing risks to food security since dependence
on just a few varieties is followed by a considerable drop of crop productivity, especially
in distorted weather conditions.

The Biodiversity Convention underlined the inapplicability of the ‘common heritage’
concept for plant genetic resources, pointing out the ‘state sovereignty’ over natural
resources. In accordance with Art. 15 of this legal instrument, national governments
have the authority to determine the access to genetic resources which is subject to
prior informed consent of the provider country and the fair and equitable share of
benefits. It is assumed that the exercise of such authority will provide an opportunity to
benefit from industrial use of their biogenetic resources which in turn would ensure
food security. However, there are a number of reasons to question the bargaining
position of individual developing countries as follows:

e Countries lack the scientific and technological capacity to capture the benefits
from agro-biodiversity themselves.

e Apportioning the benefits in a fair manner maybe unfeasible, since new plant
varieties are often the product of generations of breeding and cross-breeding
by farmers throughout the world.

e Countries are increasingly interdependent and not even biodiversity-rich
developing countries are self-sufficient. Practically, every country is dependent
upon non-indigenous genetic resources essential for food and agriculture.

e The concentration of the world’s biodiversity richness in the tropical zone
many not necessarily correspond with the geography of agro richness,
especially of the major food crops.61

Certain aspects of food security relate to the development dimension of the intellectual
property rights and especially the protection and promotion of the traditional

6ITANSEY Geoff, RAJOTTE Tasmin. The Future Control of Food. A Guide to
International Negotiations and Rules on Intellectual Property, Biodiversity and Food
Security. 2008, p. 158-159.
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knowledge and genetic resources and promoting organic agriculture as an opportunity
for sustainable development. The UN Conference on Trade and Development
(UNCTAD) is the main international player in examining the trade and intellectual
property rights issues from a development perspective. UNCTAD aims at elaborating
and offering policy options that respect the rights of traditional knowledge holders, as
well as identifying certain practical measures to ensure the legal recognition of the
customary practices and knowledge ownership of local communities.

UNCTAD is working closely with the United Nations Environment Programme (UNEP) to
develop initiatives for organic agriculture in East Africa. UNCTAD is also cooperating
with the FAO and the International Federation of Organic Agriculture Movements
(IFOAM) for harmonizing the standards and regulations faced by organic exporters.
IFOAM is the worldwide umbrella organization for the organic movement, uniting more
than 750 member organizations in 116 countries. IFOAM provides a market guarantee
for integrity of organic claims. The Organic Guarantee System represents a common
system of standards, verification and market identity.

UNCTAD works actively as well as with the International Centre for Trade and
Sustainable Development (ICTSD) on the capacity building, especially for the least
developed countries. In addition, the UNCTAD BioTrade Initiative promotes trade and
investment in biological resources in accordance with the objectives of the Biodiversity
Convention. BioTrade refers to those activities of collection, production,
transformation, and commercialization of goods and services derived from native
biodiversity from the perspective of environmental, social and economic sustainability.
Since 2003 the BioTrade Initiative has hosted the BioTrade Facilitation Programme
which focuses on enhancing sustainable bio-resources management, product
development, value adding processing and marketing.

The role of IPRs is stimulating the agricultural knowledge, science and technology and
on that basis ensuring the food security, is indispensable. There are however some
areas of concernez, which could be summarised as follows:

First, there are certain difficulties in using IPRs as an efficient tool for resolving the
problems of food security, based on the costs and formal requirements which are often
hard to be met by experts from developing countries. Patents and other IPR
instruments hinder access to and exchange of research materials necessary for
independent analysis and long-term experimentation on impacts.

Second, the IPRs enhance the dependency of small farmers and breeders on a small
number of powerful multinational companies holding patents on their seed or other
inputs. Under the IPR arrangements, the scientific knowledge is a private item and this
assumption changes fundamentally the relationships within the scientific community
and between that community and other partners.

62 See more details in: Agriculture at a crossroads: food for survival. Greenpeace
International. The Netherlands. October 2009, p. 49-51.
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Third, IPR systems in agricultural areas profile the interactions and investments in a way
that places the economic incentives above long-term sustainability and public interest.
The obligation to secure possible patent claims in advance of sharing new findings does
not stimulate the freedom and speed of scientific exchange. IPRs on research tools,
products and processes potentially leads to underutilisation of technologies.

A special emphasis should be put on the unresolved subject-mater in traditional and
indigenous systems. These systems quite often do not respond to western standards of
publication and disclosure, nor do local farmer communities have clear views of private
ownership of knowledge on plant genetic resources.

Alternatives for resolving at least part of these concerns include strengthening the
capacity of those countries and local farmers who do not benefit from IPRs in order to
defend their interests at the WTO, bilateral trade and institutional cooperation
agreements.

Conclusion

Various aspects of the relationship between intellectual property and food security
could be considered from a different perspective. Above all, policy capacity building
requires a multi-disciplinary approach, so in addition to law and regulations, food
security and intellectual property should take into consideration economics and
finance, science and technology, ethics, medicine, agriculture and culture in general.

The rights of the source countries where intellectual property rights are obtained over
biological resources should be recognised. In practical terms, it is often difficult to
distinguish the source of plant derivatives where genetic material may contain
elements from several sources which have not been properly documented.

A number of provisions laid down in the TRIPS Agreement and the Biodiversity
Convention require promotion of international technical and scientific cooperation in
the filed of sustainable use of biological diversity. There is no convincing evidence that
these provisions have been implemented for various reasons. The technology transfer
for traditional food crops could be determined upon the food security requirements of
developing countries. In addition, the right of farmers to save and exchange seed
should be supported, as well as the implementation of the exception from liability of
research utilizing protected varieties.

Finally, it should be pointed out that the intellectual property rights protection for
biotechnology innovation is only part of the policy options for improvement of food
security for developing countries. The food security challenges could be successfully
resolved in combination with other measures, including reforming trade policies and
enhancing the role of science and technology, in particular the genomics and synthetic
biology.
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