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o STHD] GHAAT B A Gl T A4 o T Gahl Adfcars dasl T
A IS qFEEd T q8, A gaed FEead T G Hame
FEWTRIATHT G494 918 HrivadT I |
Q. fvwd
Tl Rea F O Aol G0y Rt ATaread Fefee qc 21 | Saresh dfrerer
T T [TFpEdl dradaaas =9 Tawedl [ual gl A FEH™ demeed
TS THEFH TIA THIHT T Alhdl H A TEHT AEAE T8 €A T
T |fehe] | QAT WA BT AT et iy qegees gree T quaHr,
o g qRETaE WieY A v I smEvw g fraearde, @i
JAAH, 1 o &bl AT T AR s o Wiee Fee
T, TR WIS ATEYTEH SR | Taaell qor faeefl oim=r dor giafeesr
AfeaH ST e AT GEATRT B, AT, T G R e, Rrewrers
Ferd, gge T fadll aarsah ea dived T |
geaf el
JUTeT LR, (J06R). WU WM, HTel B AN, HISHST |
AT T AN (06 ). T=G IS, (RS /B6—050,/59 ), U TR |
ATl BT AT, (064, AET geer i, wrearE |
IOt I (Rolsg WA, Ryurdl et fadvies, sl w9, FEHE |
T, AR (R00Y ). e qatare Fafomr Jurelt &1, g8 aeré, Hroare! |
GIAMTEI™, 51, 4. 9 9. (J00%). TR X fa@m: @ wH g8 g, I
Tee—9q, FISHET |
iy, wiaaR, (R008). s ART fFFHmAT e sgaeamd, e s@a —9
HICHE |

Y



MG T8/ [HHE TFdr AiTa adl S9agiRe I&eE
&5 Taony Bt wARers”

ki

FGITHT T I ACET B AT AT T8/ AFREE [AT G515
THG ATRET €A FATT HTH G| TITH AT 20037 o TIAT TEez
T JRFER AR T Gid SIaerIaET dRFER JIIT e AEr HarEr
FRAGEAE TTAH! GREANTE THAT T3 GeNAF ALFR T2 RH & TT
THAT TIANT TERFT AT T ATEIRF TeeEH! [FETT T Fea=a
T e TG AGH THAT TEE [ aEE AT geee qwd
g AT gE wEdrliar GEERa]  IRER SaTERfEar aar #EA

SqFTIIE FETT TRUET G G GF TFEIRFE T T G@id REIeT

GEINIT ST, FHANT FACITT, AP THATT, G4 FAEH JIea Tl
glAfewr FTINTTEAT TEEEF] GHTITACHE (AT TR & T ATITE
T TE FITAT TIHT T FETAATTA] Feai@Hd Fd T ardiT e [T
75T TARfH BT FHIE FHGI GH-GT T AT Flaled TUINIHT HRIT T Tal=sr
EIRIeT 77 ST FAIdE® W@H AR JIT §ef | TTHT T ANATT T, G
GEAHET] STHAT AAFG T GIGTE TAEEAE G3E AT WFIT AIRET
| TR T G5 RHREEH FAAF [T e TTE T il A T
SHAERATE! F=aCAE T e AT, TR T R AwRs g T o7
feBar G e |

YSRFH: THT TER, [ A, Gerl Fi7] GEINIT &) & @)

9. T

TN T TS T G S Gl T SR € a8 aeniers
T THE FHEaaT FEEd! 96 TN TReH g1 Aaasl dEee
R0 o T qears Fefie, e T At dfumr yww e R i,

* QT ATAHd, FA HE TAT HAHAT AU |

&



AT TATE TAT AT SATETITHA] T AHBT TS Tl G | Thl [T dhegidhd
T JUTAIS [HglbT T ST AHd! BTG AHE JEparars
TFFT TATS AR qF BT G | TIATHT [Aebrg 1 b0Teh] AV TIT Taema
U4, J04Y AE ge WU AN AgHl YHAEHR HEEaTHr GiE SR,
aRkfafasa o iftnra dreree 2w R fam Bl €8 s dfgear e
Tgfd GERIET HATTH U seerte IRUAly €T qeed dautHe e e
ferebrar, At T, BT o AT €A SR T e Sge U
FAET g |

TIF @A Teaeel A Tae@HT Fedril AT JOTTell, THTEel &, qREmiT,
TATRafedT T QU RgFaeeas WIS GgUH WErg | TIMT THR G
U R00Y T T TEh! AT TSAAT U6, Fuc AT, HEATaaT qdr ATTHART
A T BTG ST YT MhT | Tq T [Gebraels @ieaead T qondieg
TG WA T e | T qdeiiie JeMT I T degeel & @il
THIdIEEh! T TRRehT g | A Arais o, e Fufear, Te s
AU, TEANTA EARATH HHAN AT A-AEH GHadh] FE [AHHH] qEIeE
T T BIETE Feuel T Tgg (World Bank, 2020) | G131, JaT TaTEHT {UIEd i,
qRERIT T wfaferT TEE T aEF gge gaue dEvasdr ey | aed, i
TIAT FAF ATYR AY AW ARG I @ TAdEEe T T
TE/ARHREEAT AUGTT [AbTd SqAwATTD] TAEHIRAT IO GH B g dohabl
AT | el T T AR AR AT T GARHT T U T
TY AAITH THE TG CH G |

R. MY BehEar Sadigd e

fore R qar Rreprarefier 33 TR TeTEET AT THRATE HHEH TG g H
T TG T BFECE 6 Eedrd S SIS YA WH gl ¥aw
Y ™ FRUHART ATIR T 9T 3¢ WUHT SITHT G A6, qa
g T NG FHENT Sect@Hid €I GO’ HUHT Mg | IUel S9EEH
R Raed, T4 T STATEG SR qEEe 9o Talh! o gl ARl T
T, Tt TAMT THATS e, Ty T Qs Jamr gl [oeaard fTgusr 5|
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A YA TN qeH! TOET Yoo GHAT IO AUH HegEl @ T T
ATl ™ T AT YaTE THES "iHeg (OECD, 2019) |

Tt o T ICaaT WU @3t T LY AT SR Seieeee T TS
ABTAD! TG TG BT TIH GAdHah A=l RUHT T | AT SHT T T
TEAEE T OEd S7H TRATHT Gedeears AdHR, e T 9id 9= T 949>
MEA IOl 99 [Aehfved T GewiNaEa® aaeu®l § (Government of India,
1992) | TEAT TN A EAhreh! AT FHAT T4 Thel HU A G0y €=
faEET i s 90 THE@Idsl i sdh! oidd segelh, o
AT T T WS aHaEr TR WE dfavg | WA €
THREEAT® “municipal autonomy” FI G ARG T I TEHE ATIHR
faguat §, St g cqaear, el AT T W JT TATEHT TWTEER 9T
gelhl g | e, TR HIRA RiNee e e (e-local governance) AThHd
AT yareers FREREA SIUET g1 A9 B qREE T TEAT 59 TRl T
(World Bank, 2020) | 780 FRIET FIEEEC & sfdvg W1 qhd €I
T AR R T, 968 GRS, NG Gediiar T Hateem!
TAEHT JTANT AA=q HewaqUl G| A AHaEars Jaresed] S9! AN ai
AR IR T T@TRE FHIATAITAT JTARN ARTGLAHT TR o qib |

3. M e g Jgias AR

T b weedt Rigaeee s Fae it qataR e @i T
SRR, TR Tl Qe <, Alds FeRbieT T mET Sie}
TG MgHF T A Gl AAgRONe A, e, qear qur
FHEARIATATS [FHEH] AT TeddbT ®IH THR Wbl g | [AbgiHr Fard
FATAR [0, Fid T AUHR Toell TEHT FEAR0 & [&aabg qer Ja1 Jare THEasw
T AR F WA WH G| AGATS A T MG TOA SHARIRE €A
AAAEIT T g | TG e g aReEfld, Terhedr, qediir T
EAATE AHE SHaeaIA Sl AUR AR G| IGATER AT e dasi
YAATE, WIS T T GeHRT AT YUl A1) U g (UNDP, 2014) | T

KL



T SFESEARETE AT GAle T Wafisbar Haior I g Sqerdr qaaEa g |
e GEINT e Rgeaer e Afd wrataeT A qee SRRt 9,
TEH TG T SAACAIH EHA AEYAH § AASG | TG T Tehl FeEAH
T yifefe &Har e AmEeasdl AearS® (North, 1990) | T GHR G
U, R0LY o T GBS BT ATER Y& T4 Gglvdd ATURITES F=elis
AT B DT 3 |

ARG TIAT & M1 T Tedl [ aeet Ao caaedl ar] 9¢ qra
T HALATA [T T Sfaegy | T qeeie g Hal FAedr guR, TaeR
R T T R T GeMiiaT e 9 i Ran, 261 Setihe! a9,
YT ETHATHT FHALY T A-AACHTY G-I FH THE T ©TH EHT G
(World Bank, 2020) | €T, WETe@l TS HATIHT YidaaTgec CqH-IT Gl seid
GHPT TR, TRATAT T BT e HES Wbl Aleaus g (OAG,
2022) | 790, FgifFas ©TH T BEEET AW T R g5 WU ara
SAERAT A RgTrdees! af HEivaaT a3t T e | Tuh HEEwT i
ST T BT T TR @R TEATE Tl o] HA A T
TTEHT ©IHT BT T ATF90H S/ |

Y. TOERETT €M e

TATTAT ATGFH Tod GLEAAMET ATH GHIW Hivgd, TEHACHS T TFRETT GEqNTT
U] TR IUHT U5 | Aol [aTas HUee Toud! Aqene Jre
FUTCAET ST T TG, AT (I TGP e AIthd Flle g e |
AT T AT GEANTThd (AT ¥ coawdqus el (Regmi, 1978) | TRFIRNT
AT SCEATH G, e, o ar S IS GeeE S FeEe
™ FEH qcd Y| A EAEET Y G, [Fae Y, A saaedT
T T B FiireE aHiTEie qade et € TSy (Stiller &
Yadav, 1993) | J& @Il qRaTd FHToIe Ul T ATCHMNMAT H1a9 qeel| I9
ot S fordve, o srerar, Wi wEf v T s A goneienD
qTASEd HHAEE 9 | e sfera, Afger qur e avter Fota ubEamr
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TEWIRIAT ~I7 Teah! WEwedl | T, SOTerHT IFIRETd T o sare SaTaar
AT, TEeHATCHS T ATCHHT THidd! WY amd g fFw™ Jomedioed
ISATEE, WaTee T EARTT € TH HHAR (0T | T, T8 TFRET ATHA AT
T qEA GOMAAT GEWIRId), QSRS €aiicd T T | SR ATER
AT T WeTaqul ANEE [RUwT 5 |

Y. I T AT e

A BITAT T [ 9ol ®OH Fegicba [T | Ao =i T aie s
FFAC T U T (et M wri-aaTard died | s g
TAT el TIdsedr AR U AU [AHeed TetHiided Taaedl T STaaeiirr
HHAR T | fasbraet Briee Usq Hivad T top-down SETAT T g7 (Mahat,
2005) | SEEAT FSl=Ah] AN [HebrgIburhl AFuren foear sar| e
TG U, R0UY o T HebTers el eaaeq Tarear Y T8 AT aodn
T T G AR A fgeR @dr | aw sEier gennll FerEe e g Wy
qafe o AR, HUAR GCANTT &0l T gvgh] BRI THEHN €I
FTAEIT g b (Shrestha, 2010) | TETY 0§3 Tl I 003 TEAH!
DA% GHAHICH T [Hbrwees! Harm Tgar o qaueey He=r
Firgd FIMEHS IUeliel H1H =07 | T A [AHTaehT HrRiee YHiad 9T o
SAYMIE®T  FME T TOHT AT TOAGRd RadTaFaEm]  JRarH
AR H! TAE TEHIRET Ha HAW FHSR @ | Ied, 2003 Al S JU|
BRI EIRIEE ke | T 151 M| 20 e = 20 ) S e | 2 e 2l 2 M o o 2 M | 1 2 I A
AEAEE  ATBE T THRH] TTAT TUA TRTHT G| T8 @Il Gadis
AT T fAFEds SHEl, GeRaHa® T T ATEIEHArH AT
FAUH! ATET |

&. T wredr Aot saae

G G, BT TG ASHEE ATRAT Afdeed! Hawr qusr agee |
JAeTRT T R06R o T GBS G YT YUTAARa i dqeid SRR Wi
I FHEHT €A 0T TWH g | AEaEH] AqE= & 7 T dedl Uhd
T AT & W A ATBREE Soold TRUHT G, Tl T a6 upamrsg
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YIUHE ATUR YEH TEg | T Gl sqaeders HrE=a" T THid qehr
AT UF, J00Y AN MRUST G| TAT TAWE TEHT AT (AT, Foie [HH,
FATIAT T ATEAB] € GHHAT FaRT R G| I8 VAT a8l el aqdr
FEAERATE & g Tearaets Do Juneiens Jrafissdr [ S saesfrar
M T crEed Tl g Y, AaEEN o srEede U, j09Y o 9,
T T T qearE okl Aidepl Afehie, AR HaRe T qoed qaedadah] T8
TN TR Tl G| A9 SFaedl T At it smavad i e 95e
TS |

YOTTRT Aral ATSHer R, el ¥ FAEgEl AE B Feaa Ted ug
A, GEI AR B AHBAE A8 B T AT @90 9EE1 R gl T
AT B, I, Gt T whanoedr Jeaaelier SEEE O gy e A
TOSIAT T AT WiedT T Thd e ATcHiRar Avdig T A Saeee ol g
(g IS AN, 3059 | qY, TRE FIABI, AT AGHAEA TSI T AR,
aferd, St q9r TUgfeusT el THIEE FeHIRar GRS T |t =i
Hifdeears grofteEar Reus! 5| a9 AR q6T HEEars Begd Tes e
TRTeTT, TaTeey gar, e a9 T FEwHeE [GEdR T Aid ’fwer g1 a9
Hifaer W dof YgerEE ANE TS AT TRUET g (NPC, 2024) | Sifds
AR wew, S, [erg ¥ Rfee G Brarars {E T SeEry 35 a6y
AT AETHT G| Y, GEEA A, TRERFAT T FARR R gge e Wb ar
YAEATS TEHR SIS [Sae Tl TaNers diedieT TRuH g1 a8
AT BATAATHT G, AT T TEells (AT BAaaTDH THE FH13H]
T T e i ST ggdin, Sl S afehic qur e e
AfEfgar Wi Rust g1 & G @ea (SDGs) € et Tes ardE WE,
Tera UREde a%ad ¥ faug Siew wgeemeens u e e atrer e
TMECH g (AT AN wEE, R06q) | TEY, el A i, g,
AAEC ¥ TN e EATE GHeY U e Sfd gt geqd o
g |
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o, TIMIT TEHT YUHT HPTOEE

T g YA T [ragguad /A WUHT 957 | 99 AaliNd 95 SeaeEd]
forere &% T, 9 A T wreat YA Ui S 5 W aedr (Gurung, 2024) |
TS T, TR, AGTaed], S, W, &, Fvi, fofy fed Tt See & qieg |
& 99 TEEEH WIS Adaq FHTE WE g | R FeeT s@aren u
P FFEaq AeTaqll U B, SIHATER WEH(de FFETRl WART T AT
eI ATEIIHAT Ueg | AT Ioarel AT Hhdl S@Y YeaT T ThT AT
AT GAle I I A g | TUHT AN ITARRT G, GEAHT T TR
e afafd, e sgaeae afafa, dra e SearermaaE WY Bl T
B AATHT S FAIANGE TR TN g I3 BIgAl sgaedibl Jearid
THA TS F (Gharti, 2025) |

F U G SHEEAT WACHAHT ART AT T & A T AT | ALh
I AT T QAR FHE TTEAITART AUETT T &6 T T5aHT T
T 75 | T HIEHT AN A T FHUA cd HUHT BT GG g A B
Sar 9 gEr T et grg| Tt Beadr wEek a5 @ e R
TIAT U WA, WH(dd, B, Saedmshd T ol adqr Jaids) 3==ad
e TR YReg | FEA T g T e qur W T Ul weant IRusb]
T e G T yWEE g MRg | ST WER A e U, 06y A
S WTeT T TRRAIeAHTT ATFAT AfBTT S T GHT [T T Arafas,
AT, WHITT, AT &3 HeTHbTeld qal SMHdhield [bhd ATl S aR]
T SIAENT TRUHT G| A [@HE AT TGl T AT qewIRiar
W, THEAT AR TR b, T G, W T Aushl Abad A g,
FAATRT SATEY, AT q°T TS g wE e famrE T e e
AN T, g FHEaT q4n g garaefimEr @ity g s
AT [T gEee g |

TEE AT T AT FES HeATATSE AMeh ©TH T THREEH] THY
TATSTHT @R ALA, J0G3/5R TP oA TH T T@ GEINTd &THdT
TIHATET TUTEl (LISA) T 40 dT HEd GAHeeHed I8 ALATTI Gaf-od Sershl
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TIES! e et weqd MEE g1 A JoreAenad deaers Han a8 aieiy
Qﬁ% T T M HTAAFIEH LRIER] el (Local Governance Performance
Assessment System: LGPAS) < T TH g |

. 30 /0z0 WA | R050/0%9
RA | s T aeee e T ()
q | 9 Foic qUT AT STaeATIH BY.0Y .03
R | i waw et crEedmas co.YG &YW
3 | gEvEE ©R.5 SCRYC
¥ | it qEte 9.4 % §5.03
Y| IS ST §G.03 LT .RY
AFT W Wi CERSY 59.33%
TEART I 8 CMSWACEE CEEWALPE

TG TqMAHT ATIR ALA, J08%,/050 A BYR T TMY WHREE T8 TUTAH
AFE gaT THIHT W4T % WA <fgeeg WA A1A. R050/05q AT B3I aa M
WHFREE AAg §al THUAT ©1.3R% WA M@UH F| I qAAE T
THREEH! FHM T Jaaes! e T8 Iy quE G wer g5

EH [ SAgEd 99 SqFeddT U arag |
g, qareR fawEe Tt
TEER EEEET &A (vad, 98, B, [bgd, amu, q@ded, 99r A 6w

T ST ATER Wi Teaee Fai T, Fid G0 T, e g
T, AT TG, WA i, AT G TS Teadeh! BAee Jan w6 |
Yol THIHT T GLHREEHT 9gd, Ha- ATears A ai¢ AT Frafdsar f&ar
A S ATATH WH! UEg | HHEaHT Mg 99 TOHd WERH & g9R © 99
TET FSTHT STARHT Ade® Bhamfier W P11 T3 FETl eNE 30 <Y YO
AT AT ITARHT GRT TS WUHT UEvg | Rriieed qas@l Hams HHee

T G| AT Tl TETel WUaHT ATl T TSAT G9iEhT @bl Hih! S |
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TUARET WATAATS I WIetshT ARIT TARTB U 2g | b Tehl [Heheuse 97
AU FHT FANTAT F BHT ATUHT G (Gharti, 2025) | THM AT ol BT
T S AT AT 3R |

HETEl (M=% HAAIH ALA. R050/05q Bl Thidd (&g fFaor (d, Jewr T
AT TFER) AR G T GFREeH! T HAwmaah g7 domd @6 o4
UF fiers adid 33.4%% WOE! IR | IR @S ¥ @d R399 &% &S OR
AT TEHAT AABH @H R @ 9% I &5 FUS 36 A HUHT G A oRTdath
q @ Y3 A9 Y BAL £3 A@ GH WUH g | A g suaeaada S
G AT 3 BAS R A Eh G| TGN TET BT ARITEAT GORTd @ At it
AT A TAUT WSS [HebTashl & U T | Seicsh! Hukel T fHemTesT
s 2el e areredl HEAT YT T aucHl @9 YoAw a9 AerHeal Yot
IS MEReH! 3Ramg | T AR TUT BB FEH WA S T A qehe |

R. FHie faerae fufd

Ao €A G Geqierd b W TG G919 96 JoTel Al S Hig
ATHN G| T TETH A, AE T TGS ABREE TS qEaE
atewte q AT AT R T G AR Gt g aihEE o |
T qEh! YEARTT EAATS] HH g, A &7 TSl HIHGST Harden! @
B AT AMT TGHT BRUEE gl AAND QIash! ITANHT BRI @ A
FHH g T SAEATAT AT aTHIoie faem g‘ﬂc{ e | ATIET H TR AT
TE THEEEA ATAEEAT BRI AT g | AN [AprEes &3 arsT
el &/, TR X AETaE 8AH! aRemad T aHed 9o | dedl dgare T
WETNATDT (o foife, T ATCHMR B AiSel ATieel grHTiors faraes Jars
TFG (Gharti, 2025) | T arfores faemaeT smameear TREr =ewo, garaefiw,
AR, WEPidd T AMCHT TRUH! T T G GAT HH0DT A7 =T
TS |

TTHT IS g IS B, ST g, ST, SEEEad i T gLl WHISH
T fafaear sgaeas ¥ qaEEl A et S e WOeiid! AT
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TE G| FYHT AT T URRATAT Aeqageds UF Garasd il Jfiecaarha
AT T iR ey | A dde® HH: 90 ‘fq' TMTHT AH
AR IHHH A aRadT 7€ aiE duaeE B € sg | Tad,
T ST AEH! AT SIS EH G0 W@ g | TEdT Greashl AT
forepTaeT T AR YT QW AT T deeEdrs URd e | U,
R S aRaeft T Sarhedr €8 A URRAE AEATE e SeT sed
WSTHH! G A ABIAL AT ATHIGEAEE &Y BT ITh ATHGE T ETHATE
Feqad TS a7 HEd THOh! 2d7g | TEd SRR T ST T SRR
TEY T WEHTH] WEHT FINUH! WU A FAER AUHT TEIT | AR T
LA THIhd T a1 €A1 FgRaTE® Ta TR Uh Tk 8% avieeed
A ®IH HAT qrSET @ WUHT e g | gEqr Gellel WA @@ 99 <dn
TAUHT F (Gharti, 2025) |

qo. faw wFag Mfdeed! FE-aa e

HATCTHT T T8/ ACHRAT [FhE qvaedl id cqaearees! Hr-adTdisg e
YATE, qaTgR e ¥ T Aehdash! AT Jecl@Hd o U g | Taresh!
AT 300 T TIMD WHR T UA, R08Y H HEAFAITIRG OU 3 T
qEcl Ales AT, Fle TN HEAFHH Tl T HATIAT MIAHT TTH T ATTHT G |
AT AT ARRTST ATIR FET AT AR G AW T Fbaahd g7
THR GHH! el HRA 10-9¥y% WHMAT THIdl AF] WUaeg Jeal Geeb! e
Il T T T B X% -30 AATETH TH! IRawg | Tl fAsbTaap! et
A T @ AT ST TEH G § (NPC, 2021) | TATER Ew™ah €4
TEEEH ANEM  Jool@dd  fdeg | AU SRS agdid  ATER qHIdr
FTAEITIRG TN [Falffe AHT 9% FEnT a9 T, e AT
TEreae T ATerya Tmeey deareEd! A 97g qUH § (MoFAGA, 2022) |

AU, WA AT T GeHIHIATaT O U 10! Tgeg | Gediiaes arsr
T YRl Afgel, Efeld, S 791 Tgie TMRUHT aiien] Gediial aeusl g |
TIH AT AHE FEFHADT WaaeT AR AT qEd et gfateEey wie
Y0y WRdT UHted Whl o, oo FATL EAHT AAHATS el T uaT o
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(UNDP, 2021) | 7R, HfeRTa sqereaie®h! ral-aa=ar Hel sdiee ai+ SR g |
forliar fofear ot 9=o @l g, Bl B aoesn o e ad agamar faik
TH FqFET G| Y T ARHHI AAE, GEANTT AHAT FEA T AAEE
FH-ATHT AEIEAT STEAT FHEATT (AT Fap] [UERHT X TEH! § (Acharya,
2019) | HETET TO&EHH! HATAIHT Wddeel HAUT T TEAT i @adhl
TEHINGT, TRATETAT ¥ B e FAA Wl AAUE g (0AG, 2022) |
Y, AT SqaeaEe ST HAHTaHT SEANd gUR T Aq@T [isr ¢ qmar
Al TN GUEADT AAEEE AH Y3& T AEID S+ |

99. AFEET qae T AR e

TATTHT T T8 /THRAT I el uaeiis Teged! qavdl Mg e
IMUHT G| AT FHATAIATIG T dee® a1 Yae I [EHE HAvaaas
TR AERT qUHT G| U] A 093 o TIEY dgdre Ja1 JaTedhl
Fvg TAUH] AT Ugecl ATTTEE S@ISE [ TIMT JaT {aaeursl a9y
e T BN S¥y% TH G, TG AqeINE HATIITH GaR IS Gobd Tag,
(Chaudhary et al., 2026) | ETY, el SAEE Wed: U g, ATURYA T &,
F FAT T WAHE A qA YA Feded AaeqH Wbl ey (Adhikari,
2021) | THY TAHT HEEET AR UFRiRE ©IH BT T A qH B
FUANEE e g | Ty SwmEr e gewiiivar, grer et
TEHTE Gewar ¥ TRERTT Head Taed ifid Tarel &g WHharar Seiica
FHAAR TS AGH T@EY | 5 TP AER T Teedl Toie B
ETHAT AN §aT ITToE FIqgHd I0 EFAT T §T ThF Al bl g | i
gfdae THIH WEGHE T T qeeEhl X Fad (9-RR% GEH WH! T
ol srgemee T uREfRiaEr Twen ey |

AT G T GEANTA STAATR] GETAT U Sl Afes | S SM9ihel oW,
At WHT HH T ASAICHE SEAD] HHANI [AHTHT A HTaaT T
ATTHT T g Ahabl g | Teifd, el Hider qor |He e e
H=aiid  @Aerd Provincial and Local Governance Support Programme (PLGSP)
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FHIAHH HhA T TEHT HHA T TAAA T A AElg, T T4 Jomedt
o gWld HUHT ), Tl TEINA 3EIHHT GedRT TAUH! sfa=g | T
T [ Trerdl sHapie USEEH! UEH, L T Al St gar <Ry qra
forcler coraeaTae, SEATT SHAT, AR G T GURERT AEee w9 I SO
3¢ g TOHHI qAEN gl Ade, AT Aawers Wah TIAr aae
BRI T GHATD] ANA(g, TRIRATRT g T ITERA Yoedlelrs 99 ATd
FARSTA ATELIHAT T TIA I |

9. e

T T8 /AHIAT [HTg qraedl Mt a7 e Teeeh! qay e el
AT T T TR T T WER FEEE yE Gaeh
AT TAfUT HUHT TAE Qg | ATl e 083 T T THR g U,
R0LY I TIAME dedls ANl A, Seic SUaed, Jal JaE T A dRETerTH
E  AYHR G T4 AT IAT Tl AR GIR DI g | TG [
ACRATTS Freheeigd 14 WAt Hioth TATg GhRIcA® ACA-IcH TRad waTsh]
Pl T, FABIE TEHT ¢80 @b FFadl i Hr-aaT U €A TAEHT g
GHT T | GEANTA ETHAT FHAR &, T 9Tk oh! o, ferelver fFufar, seaawasrdy
AHAAH] FHH TAT GIEAART AR (TRERIAT, Farhsedl ¥ ARG dewRrar)
HUTETT AT TIHT HRUT (AR TRUTHAT FGHAT SR7g | HeTer@l TETsha!
FEATAIR Yaaeed U i AeET T FEETOETA qUR AEdE
AATHT G| T, N SqFT ARTAT WO AT U8R HATaaT 4 T
TArEE T FrehTasT Jararsmiarar Gfadr <A 5 | e siEerE i
T T AN TETHT AHAEAAT BIH TGS GeTd qgeibLv, suar e, B
TAIAAH qfg T GEMEAT IAEEEES THEAHT I/ HT~=aT T § T
Teh! fam fasmat A sierd Tfeg |

e qrnlt

i qEanT aur e e, (2019). Making Decentralisation Work: A
Handbook for Policy-Makers, Paris: OECD Publishing.

309



AU TEEHE YT YA, (R0GR), TUITahT TSI ITGT FUIcAl: STAH T T

74 Fger] ATl G HLEv WS |

T HR. (R06R). FGrerl FEAgr, HAT [drd sqaedr | |

T WFHR. (J00Y). F7a¢ TR @7 FaeqrgT 7, 209, HAT had saaedt
AT |

AT THR. (R00Y). AT TRHT THGT §7, Y00Y, HTAT [had saaed | |
U WHR. (0T, UBIFT AT [FEALE. 050,059, (FE Fa9T T &7

GIHIT), A WA, WETADT HIAH D! HATT |
T TER. (ROUN). TIHT G I 7, 204X |
WETT@l A& H! BT, (2022). Annual Report, Government of Nepal.

Tlﬁi’q ST ATAT. (2021). Development Report, NPC.

fag él’@ﬁ (2020). World Development Report: Local Governance and Service Delivery.
Washington, DC: World Bank.

?Tﬂ?ﬁ T@W e @i, (2021). Local Governance and Community Development

Programme Report., UNDP.

Adhikari, D. (2021). Service Delivery at Local Government in Nepal. Nepal Journal of
Management Research.

Chaudhary, S., et al. (2026). Public Service Delivery and Its Challenges at the Local

Gharti, B. B. (2025), TF1TTAT ST GXHER TR [AH1E, FATATE T TTT
JR=IT, GATT A=A, 3(2), 162-170.

Government of India. (1992). 73rd and 74th Constitutional Amendments: Panchayati

Raj System. New Delhi: Government of India.

Government of Nepal. (2024). Budget Speech (Fiscal Year 2081/82). Ministry of
Finance.

Gurung, Y. K. (2024). Local Government and its Jurisdiction in Federal Nepal: A
Theoretical Analysis. Journal of Development Review, 9(1), 181-190.

Mahat, R. S. (2005). In Defense of Democracy: Dynamics and Fault Lines of Nepal's
Political Economy.

Mishra, Chaitanya and Gurung, Om. (2012). Ethnicity and Federalism in Nepal.
Kathmandu: Central Department of Sociology and Anthropology.
MoFAGA. (2022). Local Level Progress Report. Government of Nepal.

YA



SYAGIAAT AT A® BT e
&5 Y qeraih! +

qax

sqAENAE AT AATAB] TG ATGR 8] TGl T, FeaaT, qadiae T

THINTET FHATGT AT [T T it @AErgers wia [l T9rerEr i
FHTFHT FHIT ST T FT0T TR q81 &/ [779e7 TR 7 9i7 forem wareeq
T AFTEATHT GETT FT TPl g7/ ST T I F0F TTIAT [T &
TGAS JIT ATHRTH ToF 9T Gf7 771 [Aa7aa67 il Tt Gid 815 | A4 fawrasT
AT STAGIHA AT SJIRETT 5| FATHT A, BT T GEIIT T Y
T BT T FAG G TG AHEAR [FET TEOET T JaHaE T
FTE% FHTE, T GHEH! 7o, T RERIGIB] AHTE aTedd% ] d1B1d 57
GBI G GEHIEAT T GAB GETT T FAGT FHGK o 4T FYTE AT
HIaF! FAAFR] TTANT §7 THFT 57 FWE T AT Fle G0H g/ ATaaE
T AT FIERA FHGT GEAER, 767 T9lhdbl FH], dicd #C FOred] T TR
A HTHT FIST BT AT T FHT FHIEAT HYFT | FEHT GCTAHT AT
TE# TWBREATH THaY, TEHT T TEHIIAE THE T FF TNT AT
SAGINAF AT TEITH | TGE ANATT GH-a7 T4 TEH T GF FAG TAT]
HETTT THAT T TEHIe, ST T~ JUIcH T T GIEAT FTel T Al F1 FITTEE
T8 T [ qrber sqagrrdA) aER g3@ 1 gravaE o )

9. T

A B F el GBAr G ATERON EIg; A THGEH] GHT TR
SESTH! THHAT B | I IR e, UM il o, T AN eedh! RIe, Treey
TN SEATEAHT IR A, T A AHEDH 7 Wb gog | T G-aw Al Amartya
Sen ° FHTEATE “FA=AAIH! FEAR FT €A SACAT TE AHEET ST SHa=ar
I AT T [ Aheused] [HEdRers TaH! Hgl TUH! Y| I, Michael Todaro
T ForpETe SgvmEHE e e fdE afgd e aiEde, TEanTd geaw <

+ (IR ATRER, U SecdAed AT [T A |

R



T T AGAAE] AAHTATS AT TP T A Rt gl

7 e, i R g Fein T gHe aems uh drsaeEE- A
A& | TFATS “Enabling Environment” &1 ®9AT U= RifFws, St Mol d@erg
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A Critical Analysis of Project Management in Nepal
&5 Jaya N. Acharya®

Abstract:

This article discusses Development Projects (DPs) and project management
problems in Nepal. It suggests they may fall into one or more of four main traps: the
one-size-fits-all technical trap, the accountability-for-results trap, the lack-of-
project-management-capacity trap, and the cultural trap. It then proposes an agenda
for action to help DPs move away from the prevailing one-size-fits-all project
management approach, refocus project management for DPs on managing objectives
for long-term development results, increase aid agencies' supervision efforts, notably
in failing countries, and tailor project management to Nepali cultures. Finally, this
article outlines several ways in which project management literature could support
the design and implementation of projects in Nepal.

1. Definition of a Project

A project is a unique, transient endeavor, undertaken to achieve planned objectives,
which could be defined in terms of outputs, outcomes, or benefits. It is a coordinated
activity for selecting objectives to achieve the results of a policy or program. A project
is usually deemed as a success if it achieves its objectives according to its acceptance
criteria, within an agreed-upon timescale and budget.

2. Project Management

Before understanding the project cycle, we should be clear about project management.
Project management is the application of processes, methods, knowledge, skills, and
experience to achieve the project objectives. If project management is capable and
result-oriented, the cycle of the project will not be a hamper for successful project
implementation. Major factors to be considered for a successful project are as follows:

Time

Scope

Quality Cost
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3. The core components of project management are:

e defining the reason why a project is necessary;

e capturing project requirements, specifying quality of the deliverables,
estimating resources and timescales;

e preparing a business case to justify the investment;

e securing corporate agreement and funding;

developing and implementing a management plan for the project;

leading and motivating the project delivery team;

managing the risks, issues, and changes on the project;

monitoring progress against plan;

managing the project budget;

maintaining communications with stakeholders and the project organization;

provider management;

Closing the project in a controlled fashion when appropriate.

Projects are separate from business-as-usual activities, requiring people to come
together temporarily to focus on specific project objectives. As a result, effective
teamwork is central to successful projects. Project management is concerned with
managing discrete packages of work to achieve objectives. The management of the
work depends upon a wide variety of factors.

A good distinguishing factor is often to look at the nature of the objectives. Objectives
may be expressed in terms of outputs (such as a new HQ building), outcomes (such as
staff being relocated from multiple locations to the new HQ), benefits (such as reduced
travel and facilities management costs), or strategic objectives (such as doubling the
organization's share price in three years).

Investment in effective project management will have several benefits to both the host
development partner, the recipient nation, and the people involved in delivering the
project. It will:

provide a greater likelihood of achieving the desired result;
ensure efficient and best value use of resources;

Satisfy the differing needs of the project's stakeholders.
People and behaviors in project management

Using a Gantt Chart to manage a project schedule

Project managers don't forget about behaviors and attitudes
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A project is a time-bound, objective-oriented, fixed-investment-based activity. It is
designed to achieve the national development policy and also called the cutting edge of
development. There is no special cycle of aproject. Different organizations proposed
different models of projects. Some are as follows:

4. Some Project Cycle Model

Baum Model

World Bank Model, 1990

ﬁ Piloting

Demonstrating Mainstreaming

UNIDO Model
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A project is a living activity of the development, so we cannot avoid its life cycle, but
we can reduce the procedure and unnecessary activities. For a successful official
development project, it is a big issue where and when the donor can be involved. In
Nepal, donors are involved from the beginning of the project. Due to the lack of capacity
and innovation, developing countries are seeking donors' involvement from the
identification phase to post-care. So, the necessity of a nation and ownership is missing
with the increase in dependency These things are deepening the project management
crisis.

5. Some project mismanagement is a cause of time and cost overrun

Due to mismanagement in project implementation, projects in developing countries are
being increasingly overrun, overcostly, and unsuccessful. We can identify some causes
for project failure as:

e Lack of reliable data on the process selected for improvement

e Re-scheduling of project activities

e Changes in project scope

e Shifting of management priorities

e Resistance to change
6. Problems of Effective Project Management in Nepal

(i) Weak Planning and Feasibility Analysis

Many projects begin without thorough feasibility studies or realistic planning. This
leads to:

e Underestimated costs and timelines
e Poor risk assessment
e Frequent scope changes during execution

(ii) Political Instability and Interference
Frequent government changes and political influence affect continuity:

e Projects get delayed or reshaped based on new leadership priorities
e Appointments may be politically motivated rather than merit-based

e Decision-making becomes inconsistent
(iii) Bureaucratic Delays

Administrative processes are often slow and complex:
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e Lengthy approval procedures
e Red tape in procurement and fund release

e Lack of Interagency coordination
(iv) Poor Resource Management

Faces constraints in both human and material resources:
e Shortage of skilled project managers and technical experts
e Inefficient allocation of the budget and manpower

e Delays in material supply; especially in remote areas
(v) Weak Monitoring and Evaluation

Project tracking systems are often ineffective:

e Lack of real-time progress monitoring

e Poor accountability mechanisms

e Limited use of modern project management tools (like digital dashboards, Key
Project Indicators)

(vi) Corruption and Lack of Transparency

Corruption remains as major barrier:

e Misuse of funds

e Non-transparent procurement processes
e Favoritism in contractor selection

(vii). Unrealistic Deadlines and Cost Overruns

Deadlines are often politically driven rather than technically realistic:
e Projects like roads, hydropower, and airports frequently exceed deadlines

e Cost overruns are common due to poor estimation and delays
(viii) Geographic and Environmental Challenges

Nepal's terrain creates unique difficulties:
e Remote, and mountainous terrain increases logistics costs
e Natural disasters (landslides, earthquakes, floods) disrupt projects

e Seasonal constraints (monsoon) delay construction
(ix) Stakeholder Coordination Issues

Projects involve multiple stakeholders (government, donors, contractors, local
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communities):

e Communication gaps
e Conflicting interests

o Resistance from local communities due to land or environmental concerns
(x) Limited Adoption of Modern Practices

Global best practices are not widely implemented:
e Low use of methodologies like Agile, PRINCE2, or PMBOK
e Minimal integration of technology (project management software, data
analytics)
(xi) Funding and Financial Constraints

Many projects depend on foreign aid or loans:
e Delays in fund disbursement

e Exchange rate risks

e (Conditionalities imposed by donors

7. Project Governance and Common Project Management Issues in Nepal

Project Management is key to achieving development goals, and that links all planning
processes to assure the desired results. The nature of projects is: time-bound, result-
oriented, resource-appropriateness, culturally?

(a) The "One-Size-Fits-All Technical Trap."

This refers to the tendency of donors and agencies to apply standardized project
management models (often imported from Western contexts) without adapting them
to Nepal’s context.

Tools and frameworks (like rigid logframes or generic timelines) ignore local
realities such as geography, governance capacity, and social dynamics.

What works in stable, urban, high-capacity environments often fails in rural or
mountainous terrain or developing countries.

Implication: Projects become technically "correct" on paper but ineffective in
practice.

(b) The "Accountability-for-Results Trap."

Here, the focus is heavily on short-term, measurable outputs rather than long-term
development impact.
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Emphasis on indicators like the number of roads built, schools constructed, or funds
spent

Less attention to whether those outputs actually improve livelihoods or
sustainability

Implication: The project may be completed "successfully" according to reports, but
fails to deliver meaningful change.

(c) The "Lack-of-Project-Management-Capacity Trap."
Nepal faces significant institutional and human resource gaps:

Limited number of trained project managers
Weak institutional systems for planning, monitoring, and evaluation

Overdependence on external consultants

Implication: Even well-designed projects struggle during implementation due to
poor coordination and oversight.

(d) The "Socio-Cultural Trap."

Projects often fail to align with local cultural, social, and political contexts.
Ignoring community norms, power structures, and informal institutions
Lack of stakeholder engagement at the grassroots level

Resistance from local communities due to misalignment with needs or values

Implication: Low ownership and sustainability of projects.
8. Proposed Agenda for Action

The article suggests shifting away from current practices toward more context-sensitive
and results-oriented approaches:

(i) Move Beyond One-Size-Fits-All Models

e (Customize project design based on Nepal's geography, governance, and socio-
economic conditions.

e Use flexible and adaptive management approaches instead of rigid frameworks
(ii) Refocus on Long-Term Development Outcomes

e Shift from output-based evaluation to outcome and impact-based evaluation

e Prioritize sustainability, capacity building, and real improvements in quality of
life
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(iii) Strengthen Supervision and Support
e Aid agencies should provide closer monitoring, especially in weak institutional
contexts
e Continuous learning, feedback loops, and mid-course corrections should be
emphasized

(iv) Build Local Project Management Capacity

e Invest in training Nepali professionals
e Strengthen government institutional capacitys rather than bypassing them

e Encourage knowledge transfer from international experts
(v) Adapt to Local Culture and Context

e Engage communities in planning and decision-making
e Incorporate local knowledge systems

e Respect informal governance structures
9. Suggested Research Agenda

e The passage also calls for more research in project management tailored to
Nepal:

e How global project management frameworks can be adapted to developing
countries

e The role of culture in project success
e Effective models for capacity building in low-resource settings
e Methods to measure long-term development impact (not just outputs)

10. Bottom Line

The key argument is that Nepal's project management problems are not just technical—
they are systemic and contextual. Standardized approaches, weak capacity, misaligned
incentives, and cultural disconnects all combine to limit effectiveness.

A shift toward context-aware, flexible, and outcome-focused project management is
essential for development projects to truly succeed in Nepal.

11. Three Critical Points of Projects

The following three critical points are key to driving faster project cycle times and
bigger bottom-line results. At each point, Belts who can engage line managers and
employees in the process make the difference between deployments that fail and those
that transform the culture of the organization.
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11.1 Better Planning Before Work Begins

Most initiatives do a good job of identifying project priorities — whether from a simple
review of strategic plans and business goals or a more sophisticated analysis. Where
development projects can lose steam is in the more tactical planning that occurs in the
Define step of developing, managing, assessing, implementation and calculating
(DMAIC).

The core of the problem is the lack of a structured approach for effectively engaging
leadership teams before project work begins. The solution is no more complicated than
developing a collective understanding of the performance drivers (X factors) that must
be changed to achieve the desired result (the big Y goal). With this known, leadership
teams can assess the problem; weigh the benefits/risks/costs of attacking critical X
factors; and, most importantly, match the right tools to opportunities for improvement.

As we can say, Y = f(X)

The result of this advanced planning is a better understanding of project goals and more
ownership by leaders who must sanction change. It also produces faster action on
obvious opportunities where study and analysis are not required, or are simply wasteful.

11.2 Better Management during the implementation:

This is the most important part of the project life cycle. In this phase, we can define the
project activities as the appraisal to the monitoring phase. Appraisal, project design,
project matrix, project framework, implementation, and result-based monitoring are
leading factors of a project. If a project has good, capable, and dedicated management,
the project can be successful. So project management is a key to successful
management.

11.3 Monitoring and Evaluation:

This phase is also categorized as ex-ante to post evaluation. Most projects in developing
countries lack result based monitoring and evaluation. Without indicator-based
monitoring, we cannot measure the results, success, and failure. So, monitoring and
evaluations are another key to a successful project.

12. Can we reduce the project cycle?

Yes, if we make effective project activities, we can reduce time and cost while
increasing the quality and quantity of the result. For time and cost reduction we can
apply the project cycle as follows:
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Initiating —> Planning ——=>| Implementing | ——> | Evaluation

=

On the basis of my experience, I want to suggest this project cycle for effective
development projects. It will be helpful to reduce time and cost, and the effectiveness
will be enhanced as per the other recommended project cycle. The proposed cycle is
effective, and steps are reduced to make it easy to understand for all.

13. Conclusion

The core problem isn't just a lack of resources—it's inefficiency in systems, governance,
and execution. Improving project management in Nepal requires strong institutional
capacity, a transparent governance system, skilled professionals, and the adoption of
modern tools and methodologies.

To achieve the development agendas and become a developed country by 2100,
development administration, both administration for development and development of
administration agendas, needs to be mainstream nationally.
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Determinants of Project Delays and Extension of Time: Case Studies
from Co-Financed Water Supply Projects in Nepal
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Abstract:

Delays in Water Supply Projects remain a persistent challenge in Nepal, often
leading to cost and time overruns, disputes, and delayed project delivery. The
widespread practice of granting Extension of Time (EoT) has become a critical
concern. This study investigates the causes, implications, and management of EoT in
eight co-financed water supply projects implemented under a cost-sharing model
between the Government of Nepal and Water Users' Committees (WUCs). A mixed-
method approach was adopted, combining case study analysis with quantitative
assessment of project data, including cost estimates, contract prices, and time
overruns. The findings reveal that the most significant causes of delays are shortages
of construction materials and election-related disruptions, each contributing
approximately 14% of total delay events. Other major factors include adverse
weather conditions, local disputes, variations in project scope, and financial
constraints. The study further examines the relationship between low bidding and
time overruns, revealing a moderate positive correlation (R?> = 0.4103), suggesting
that contracts awarded significantly below cost estimates are more likely to
experience delays. In addition, the analysis highlights inconsistencies and a lack of
rational basis in contract duration estimation, as projects with similar characteristics
exhibit significantly different levels of time overrun. The results indicate that EoT in
Nepal is often granted without rigorous technical assessment, weakening contract
enforcement and contributing to systemic inefficiencies in project delivery. To
address these challenges, the study recommends adopting data-driven approaches
for contract duration estimation, strengthening pre-construction planning, improving
procurement practices to address abnormally low bids, and enhancing coordination
among stakeholders. This study contributes to the understanding of delay dynamics
in co-financed infrastructure projects and provides practical insights for improving
contract management and project performance in Nepal’s construction sector.

6" Office Chief, Water Supply and Sewerage Management Office, Kanchanpur.
6" Joint Secretary, Ministry of Water Supply, Singhadurbar.
""" Superintending Engineer, Department of Water Supply and Sewerage Management.
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1. Introduction

The construction industry of Nepal is facing several challenges. One of the major
challenges is the delays in construction project delivery. Delay in the construction
industry is not a new term. The construction sector has the lowest rate of meeting
contract deadlines, particularly in the emerging nations (Maués et al., 2017). Delays in
the construction project are attributed to the cost overrun, extension of time, disputes,
arbitration, litigations, and loss of revenues (Okereke et al., 2021). According to Gardezi
et al. (2014), cost, time, quality, and health and safety are the critical project control
factors that significantly influence delays in construction projects. In the global
construction industry, it is very rare for projects to be completed without delays;
however, the impacts of these delays vary from project to project. Delays in the project
are managed in two ways: either by extending the project completion times or
accelerating the progress of the project with both leading to additional project costsThe
timely completion of the project is certainly a critical factor in assessing its overall
performance (Egemen & Mohamed, 2005). Success in projects is measured in many
ways, with on-time completion being a significant factor (Fawzy & El-adaway, 2014).
Construction delays are almost inevitable, leading to eroded trust in the effectiveness of
the construction sector (Arif & Morad, 2014).

According to Zain-alabdeen & Rasheed (2022), "delay" refers to the extension of a
construction project's duration beyond the planned timeframe, mostly resulting from
unforeseen circumstances. Construction project delays arise from numerous factors,
including financial issues such as currency inflation, delayed payments and improper
funding (Gardezi et al., 2014); external and contractual factors such as adverse weather
conditions, scope deviations, and suspension of the work (Dok & Odoom, 2020);
managerial issues such as unrealistic construction schedules and ineffective project
monitoring (Shabbar et al., 2017); as well as design changes, inconsistent payment
terms in the contract, and the late submissions of the drawings (Rachmatullah &
Hardjomuljadi, 2020). Hanna et al. (2017) posit that delay might impose liquidated
damages to the contractor, an extension of time, or monetary compensation to the
contractor.

In Nepal, Extension of Time (EoT) is a dominant and highly debated issue in
construction. It has been heavily influenced by the construction entrepreneurs and the
bureaucrats, resulting in frequent amendments to the Public Procurement Regulations
(PPR) 2008. Remarkably, the PPR has undergone multiple revisions - particularly from
the 6" amendment to the latest 14™ amendment - to address the concern of the EoT as
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raised and requested by the construction entrepreneurs. The frequent amendments of
the Public Procurement Regulations have not only complicated the public procurement
administration in Nepal but also have diluted the contractual provisions of EoT. The
14" amendment to the Public Procurement Regulations has allowed the contractors who
had left the infrastructure projects incomplete to apply for the extension of the contract
deadline and it is expected that at least 1500 stalled contracts shall benefit from this
move of the government (Naya Patrika; April 28, 2025). Therefore, it is often criticized
that, without proper technical assessment, EoT is granted on an ad-hoc basis,
undermining contract administration across the country.

There are several cases in Nepal where contractors are often granted four, five or even
more extensions, yet projects still remain unfinished. This trend spans across all
infrastructure sectors - water supply, roads, bridges, irrigation, and hydropower. This
obviously raises a critical question: is the fault really in fixing an unrealistic contract
duration, or are there other deeper issues? For instance, the Baglungnagar Co-finance
Water Supply Project in Baglung district was started in 2018 with an original
completion target of 2020. However, showing various reasons, the project has had six
extensions. As of 2025, it remains incomplete. Former chairman of the Water Users'
Committee, Hari Prasad Shrestha, insists that the pipeline design ignored local
geography. The steep slope and fragile soil led to multiple pipeline failures Meanwhile,
the project not only failed to achieve its project objectives on time, but also its contract
price climbed from NPR 302.6 million to NPR 340 million (source:
www.ekantipur.com; June 24, 2025).

Another example is of the Federal Parliament Building, Singhadurbar, Kathmandu. This
project was originally contracted on October 2019 at a cost of NPR 5.02 billion with a
three-year completion target, but the project still remains unfinished for over five and a
half years. The contractor has received five EoTs, and a sixth extension is now being
planned. The contract price of the project has been increased to NPR 5.60 billion.
Officials attribute the delays to inadequate planning, frequent design modifications, and
weak enforcement against the contractor (source: nagariknews.nagariknetwork.com;
May 4, 2025).

In light of this, a study has been conducted to identify the causes and effects of EoT in
eight co-financed water supply projects in Nepal. The current paper aims to address the
following research questions:

a) What are the main causes of delays in these projects, and how has the extension
of time (EoT) been granted?

b) What is the relationship between the low bidding and time overrun?
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c¢) What are the effects of EoTs on the project’s overall performance and
outcomes?

2. Literature Review

Delays are detrimental to effective contract management; however, it is nearly
impossible to avoid such delays in construction projects. According to Hackett et al.
(2007), all the delays can be categorized into three types: those attributable to the
contractor, those caused by the employer or their representatives, and those resulting
from events beyond the control of either party. When delays are attributable to the
client, contractors are typically granted an extension of time and the liquidated damages
are waived (Shabbar et al., 2017). Extension of Time (EoT) enables the contractors to
adjust the construction schedule without incurring penalties for delay. Therefore,
effective management of the EoT claims is crucial to protect the contractors from the
liquidated damages liabilities (Yoke-Lian et al., 2012).

Various scholars have extensively examined the types, causes, and effects of delays in
construction projects. Delays almost inevitably lead to the EoT except when they arise
from the causes that are attributable to the contractor. As the construction industry poses
several complexities, it is influenced by a range of internal and external factors beyond
the control of the client, consultant, and contractor. Researchers suggest that delays in
construction projects occur from both the internal factors - such as payment delays,
project financing difficulties, poor project management, and unrealistic scheduling - and
external factors, including adverse weather conditions, political issues, shortage of labor
and construction materials, and equipment failures. The effects of the delays, as
identified by the researchers, are cost overrun, time overrun, quality degradation,
disputes, arbitration, and litigation. Therefore, the researchers in the construction sector
suggest strategic planning, scientific and logical project scheduling, establishing good
communication between the client, consultant, and the contractor, and proper project
financing in mitigating the impacts of the delays. In alignment with the research
objectives of this study, several relevant scholarly works have been reviewed, and a
summary of these studies is presented in Table 1. In particular, this review has examined
and compared the findings from scholarly works focusing on Nepal and several other
Asian countries, including Bhutan, Malaysia, Thailand, Oman, and Pakistan.
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Table 1: Contributions of different scholars regarding causes of delays and the

Author
Nepal et al.

Year
2025

Country
Nepal

causes for EoT

Findings
Identified twelve main causes of EoT and
categorized them into three main groups: Design
and consultant related issues, such as delays in
design preparation; Project Management &
Execution Challenges, such as poor resource
allocation and ineffective scheduling; and
External & Unforeseen Conditions, such as
adverse weather and regulatory delays.
Emphasized on strategic planning, -efficient
project management and adaptability to external
factors to minimize the delays.

Shrestha

2024

Nepal

Highlights the consequences of EoT as cost
overrun, time overrun, or project termination and
the sources of claims & disputes and emphases on
proper, realistic and logical project duration
estimation following scientific and practical
scheduling techniques.

Bhattarai

2023

Nepal

Key findings of delays were lack of construction
materials, unrealistic contract durations, political
issues, low bidding of contracts, insufficient
financing

Al
Maktoumi
et al.

2020

Oman

Categorized the types of delays in three groups:
Client related factors such as delayed decision
making, inefficient time allocation; Equipment
related factors such as existing low productive
equipment, breakdown of equipment and outdated
equipment and Materials related factors such as
delay in supply of raw materials, non-availability
of materials, change of materials during
construction and non-availability of accessories
and damaged materials.

Doriji et al.

2020

Bhutan

Identified 37 factors for delay and ranked the top
seven factors attributing delays in construction
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Author

Year

Country

Findings
projects as material delivery, shortage of
construction materials, shortage of labor, weather
condition, shortage of equipment, project
financing difficulties and low productivity of

labor.

Timilsina et
al.

2020

Nepal

Identified 56 causes of delays in bridge projects
and highlighted the lack of stakeholder analysis,
poor portfolio management, improper
management, lack of site management, inadequate
budget allocation and delays in payments as major
causes of delays.

time

Moryadee
et al.

2019

Thailand

Identified the most significant causes of delays in
high-rise buildings in Thailand as change orders,
financial problems of contractor, slow-decision-
making, improper planning, lack of good
communication, third party delays and late
payments by the owner. Highlighted the most
important effects of delays as time overrun, cost
overrun, low quality hasty work and arbitration.

Mishra et
al.

2018

Nepal

Identified slow decision making, payment related
issues, shortage of materials, poor site
management, unforeseen site conditions, change
orders, weather conditions and regulatory changes
affect the project performance and undoubtedly
underlined that cost overrun is the most important
effect of the project delay.

Shabbar et
al.

2017

Pakistan

Construction schedules are not realistic, and the
contract completion time is determined
tentatively. Poor monitoring of the project
performance. EoT claim arouse because of the
unrealistic schedules.

Suwal &
Shrestha

2016

Nepal

Identified unusual low bidding to be the first cause
of delay in bridge projects and inadequate
planning, delay in receiving clearance from
various authorities, poor site management and
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Author

Year

Country

Findings
supervision by the contractors, tendency of
frequent transfer of the Project Managers being
the second, third, fourth and fifth causes of delays
respectively.

Yoke-Lian
et al

2012

Malaysia

Most common reason for EoT claims is change
orders by the consultants causing project delay.

Sambasivan
& Soon

2007

Malaysia

Identified contractor's improper planning,
contractor's poor site management, inadequate
contractor's  experience, client's financial
problems, shortage in materials as major causes of
delays and also revealed the effects of delays as
cost overrun, time overrun, disputes, arbitration,
litigation and total abandonment.

Acharya et
al.

2004

Nepal

Highlighted site remoteness, unavailability of
required construction materials, poor contractor
management & low bidding, extreme weather
conditions, political strikes as the major causes of
delays.

Ogunlana
et al.

1996

Thailand

Prominent causes of delays were construction
materials shortages, demand from the clients for
frequent changes and contractor
incompetencies/inadequacies.

2.1. Types of Delays in Construction Projects

In the construction projects, delays are broadly categorized into four types: excusable
delays, non-excusable delays, compensable delays, and concurrent Delays. However,
some authors, such as Hackett et al. (2007), group them into three categories: delays
attributable to the contractor, delays attributable to the employer or the client, and delays
resulting from events beyond the control of either party. When delays are attributable
to the client, contractors are typically granted an extension of time and the liquidated
damages are waived (Shabbar et al., 2017). Extension of Time (EoT) enables the
contractors to adjust the construction schedule without incurring penalties for delay.
Therefore, effective management of EoT claims is crucial to protect contractors from
liquidated damages liabilities (Yoke-Lian et al., 2012). A brief overview of these delays
is given in Table 2.
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Table 2: Types of delays

Types of Delay

Excusable
Delays

Description

Delays due to unforeseeable events beyond
the contractor's or client's control. For
example; general labor strike, fires, strikes,
errors and omissions in the drawing and
specifications, adverse weather conditions.

Entitlement

Only EoT granted
(no financial
compensation)

Non-excusable
delays

Delays due to the events that are within the
contractor's control and are foreseeable. For
example; inadequate human resources set up,
incompetent manpower engaged, delay in
vendor's payments, inadequate materials
supplied by the suppliers. Contractor cannot
claim an EoT or financial compensation.
Employer is entitled to apply liquidated
damages for such delays.

No compensation
for either EoT or
financial.

Compensable
Delays

Caused by owner' action or inaction. Only
excusable delays are compensable. For
example; late approvals, late access to sites
and scope change.

EoT + financial
compensation for
delays.

Concurrent
Delays

Both the contractor and project owner are
responsible for overlapping the delays. The
situation where two or more delay activities
occur at different times but impact is felt at
the same time.

Often EoT only.
Each party bear
the cost of its own
delay.

(Source: Acharya et al., 2006; Kumar, 2020; Gardezi et al., 2013)

3. Methodology

3.1 Projects Selected for the Study Purpose

Eight Co-finance Water Supply and Sanitation Projects currently under construction
across different districts in Nepal were selected for this study. The projects are selected
to capture the varied stages and experiences of project implementation. Among these
eight projects, five projects are running, one project is at the completion stage without
an EoT, one project is in the process of EoT, and one project has already been
completed. These projects are implemented under a unique financing model between
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the Government of Nepal and the respective Water Users' Committees (WUCs), with
the cost shared on a 70:30 basis. However, the new directives of the Co-finance Water
Supply and Sanitation Project - 2025 have revised this ratio to 85:15, decreasing the
users' contribution and increasing the Government's contribution. These projects were
chosen for the study purpose because they are implemented with the active participation
of the WUC:s, from the project selection to the project implementation and operation
phase. The government finances 70% (now 85%; but all the selected projects were
financed 70%) of the total cost of the project, and the remaining 30% is financed by the
WUCs, mostly through the loan assistance from the Town Development Fund (TDF).
This model has been recognized as one of the successful models in the water supply and

sanitation sector in Nepal. The brief list of the selected projects is given below in Table
3.

80°00°E 81°00°E 82°00°E 82:00°E 84°00°E 85°00°E 86°00°E 87°00°E 88°00°E
! 1 L L f L 1 L f

2 Co-finance Water Supply Projects in Nepal N &

Khairenitar Co-finance Water Supply Project

Sundarbazar Co-finance Water Supply Project

Dhadingbesi Co-finance Water Supply Project

&

\ j
A
Ghorahi Co-finance Water Supply Project

Jutpani Co-finance Water Supply Project

Bhulke Pakhribas Co-finance Water Supply Project

0 25 50 100 150 200
——a 5 Urlabari Co-finance Water Supply Project

Kakadbhitta Co-finance Water Supply Project

T T T T T T T T
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Figure 1: Location Map of the selected projects
3.2 Data Analysis

From the analysis of eight co-financed water supply and sanitation projects across the
country, a total of 26 specific delay events were identified. To better present these
delays, similar types of events were grouped into 14 broad categories, following the
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Content Analysis method. The resulting categories and the number of times each cause
occurs across the eight projects are summarized below.

4. Result and Discussion

Eight water supply projects were studied in this research, which have cost estimates
ranging from NPR 199.62 million to 649.39 million (Table 3). The lowest contract
period was 547 days, whereas the highest was 1095 days. Maximum EoT was limited
to 119.20%, with a number of EoT decisions up to 5 times.
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4.1 Causes of Delay

Several causes of delay (sub-categories) derived from 8 co-financing water supply
projects implemented by the Department of Water Supply and Sewerage are collated
and merged together to find categories or patterns (Table 4).

Table 4: Summary of the delays

Categories Sub-categories Where it occurred Nos. of
Occurrence
Shortage of Crusher industry closure, | Jutpani, 5
construction | haltage of aggregate | Sundarbazar,
Materials production, shortage  of | Khairenitar,
construction materials Dhadingbesi
Elections Election, by-election, Local | Jutpani, 5
Election, Shortage of labor | Dhadingbesi,
due to elections Sundarbazar,
Khairenitar
Adverse Heavy rainfall, site water | Sundarbazar, 4
weather logging Jutpani,
conditions Khairenitar,
Dhadingbesi
Obstruction Obstacles due to seasonal | Jutpani, 4
from local crops in the pipeline | Khairenitar, Bhulke
people and alignment, disputes over the | - Pakhribas,
disputes source of water, obstruction
from local during pipeline
works
Variations Variations, additional work | Jutpani, Urlabari, 4
demand from the WUCs Ghorahi,
Khairenitar
Shortage of budget to pay the | Jutpani, 3
Budget and contractor's bill, WUC unable | Sundarbazar
financial to manage the upfront cash,
issues Contractor's financial problem
Delay in land | Lack of land availability for | Dhadingbesi, 2
availability the construction of Water | Sundarbazar
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Categories Sub-categories Where it occurred Nos. of
Occurrence
Treatment Plant and the office
building, delay in availability
of land for water-tank
construction
Delay in site Delay in site possession to the | Sundarbazar 1
possession contractor
Interruption | Interruption in the supply of | Khairenitar 1
in supply of the construction materials due
construction | to the road extension works of
materials Mugling - Pokhara Road
Social issues Social issues during | Dhadingbesi 1
construction
Construction | construction holiday | Khairenitar 1
holiday announced by the Contractor's
Associations
Risk of Risk of damage due to heavy | Jutpani 1
damage in machines in the built-up areas
built-up areas
Irregular Irregular power supply and | Jutpani 1
power supply | voltage fluctuations
Covid-19 Effect of COVID-19 | Jutpani 1
lockdown lockdown,
Delay due to | Insufficient mobilization of | Jutpani, 4
contractor resources (labors and cash) | Khairenitar,
and negligence from | Dhadingbesi,
contractor side Bhulke

The analysis of the causes of delay and their frequency across the eight projects under
study in Nepal is presented in the pie chart below. The findings depict that the shortage
of construction materials (closure of crusher industries, halt of crusher material
production, and shortage of construction materials) and the elections (national,
provincial, and local level elections, by-elections, shortage of labor due to elections)
emerged as the most prominent causes of delays in water supply projects in Nepal, each
accounting for approximately 14% of the total weightage. These are followed by the
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adverse weather conditions (12%), obstruction from local communities and disputes
(12%), and variations or additional work demands (12%). Whereas, financial issues
such as budget shortage and contractor financial problems contributed around 9%, and
delays in land availability for the construction of project structures (such as water-tanks)
accounted for 6%. Other factors, including social issues, irregular power supply, and
the construction holidays announced by the Contractor's Association, had a
comparatively minor impact on the overall delay in these projects. The result is
illustrated in Fig. 2 below.

30, 30 3% 3%
0 :

3%
3%

B Shortage of construction Materials H Elections

u Adverse weather conditions Obstruction from local people and disputes
B Variations B Budget and financial issues

m Delay in land availability H Delay in site possession

B Interruption in supply of construction materials ® Social issues
® Construction holiday H Risk of damage in built-up areas

B [rregular power supply u Covid-19 lockdown

Figure 2: Contribution of each cause of delays

Bhattarai (2023) also found similar delay-causing reasons, such as lack of construction
materials, unrealistic contract durations, political issues, low bidding of contracts, and
insufficient financing. Another study also reported that site remoteness, unavailability
of required construction materials, poor management of the contractor, low bidding,
extreme weather conditions, and political strikes (Acharya et al., 2004).
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4.2 Relationship between the low bidding and the delays

In addition, an analysis was conducted to examine whether there exists a relationship
between the contract price (relative to the departmental cost estimate) and the
occurrence of delays in the water supply and sanitation projects. For this purpose, the
departmental cost estimate, the awarded contract price, and the total time overrun in the
projects were considered. Since the Urlabari project has already been completed,
Kakadbhitta did not require an Extension of Time (EoT), and an EoT procedure is still
under review by the employer for the Ghorahi CFWSSP; these three projects were
excluded from the analysis. Subsequently, this study focuses only on the remaining five
projects to explore the potential influence of the difference between the cost estimate
and contract price on the delays of the projects, which is summarized in Table 5 below.

Table 5: Cost Estimate, Contract Price, and Time Overrun of the Projects

Name of Project Departmental  Contract % Below Time
Cost Estimate Price (NPR  the cost Overrun
(NPR Min) Min) estimate (%)

Jutpani CFWSSP 266.50 190.72 28.44 119.20
Dhadingbesi CFWSSP 368.20 294.00 20.15 86.42
Sundarbazar CFWSSP 315.79 255.27 19.16 31.58
Khairenitar CFWSSP 249.53 173.73 30.38 86.16
Bhulke Pakhribas 230.54 138.00 40.14 99.59
CFWSSP

A correlation analysis was conducted to examine the relationship between the variance
in the contract prices (percentage below the original cost estimate) and the time overruns
in the water supply projects. The analysis yielded an R? value of 0.4103, indicating a
moderate relationship between the contract price (expressed as a percentage below the
original cost estimate) and time overruns in co-financed water supply projects in Nepal.
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Figure 3: Co-relation between the contract price (percentage below relative to the
original cost estimate) and the time overrun

4.3 Estimation of Contract Duration

The estimation of the original contract duration as set by the Department of Water
Supply and Sewerage Management appears to be unrealistic, resulting that in a
significant factor in the occurrence of the Extension of Time (EoT) in co-financed water
supply projects. Evidence from selected projects reveals inconsistencies between
project cost and assigned contract duration. For instance, the Jutpani Co-finance Water
Supply Project (NRs. 330.46 million) and the Urlabari Co-finance Water Supply Project
(NRs. 480.87 million) have been allocated nearly identical durations of 729 and 730
days, respectively, despite substantial differences in cost. Conversely, the Sundarbazar
Co-finance Water Supply and Sanitation Project, with a lower cost estimate of NRs.
392.59 million, in comparison to Urlabari, has been assigned a significantly longer
duration of 912 days, while the Bhulke-Pakhribas project (NRs. 285.87 million) has
been given 729 days, equal to higher-cost projects. Notably, the Urlabari project—the
highest-cost project—was completed with an EoT of only 71 days (9.73% time
overrun), whereas the other projects have experienced multiple EoTs; for example, the
Bhulke-Pakhribas project has already incurred an extension of 726 days (approximately
100% time overrun) and remains incomplete. These delays in co-financed projects have
resulted in significant time overruns—reaching up to 100% in some cases—and have
led to several detrimental effects, including cost escalation, delayed service delivery,
deterioration of constructed infrastructure, and erosion of public trust.
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Given that these projects involve similar design complexity and standard components,
such variation in contract duration lacks technical justification. This indicates that
duration fixation is not empirically linked to project cost, scope, or complexity, thereby
undermining effective project planning and increasing the likelihood of delays.
Establishing a realistic, data-driven approach to contract duration estimation—
potentially correlated with project cost and work quantities—is therefore essential to
minimize EoT occurrences.

5. Conclusion and Recommendation

This study examined eight co-financed water supply and sanitation projects across the
country to analyze the causes of delays, time overrun, and the adequacy of contract
duration estimation. The findings indicate that project delays are widespread and
recurring, with most projects experiencing significant Extension of Time (EoT). Only
one project has been successfully completed without an EoT. The study identified
multiple contributing factors, among which the shortage of construction materials and
election-related disruptions were the most prominent, each accounting for
approximately 14% of the total delays. Other significant factors include adverse weather
conditions, local disputes and obstructions, and variations in the original project scope.
The correlation analysis between contract price (expressed as a percentage below the
engineer’s estimate) and time overrun yielded a moderate relationship (R? = 0.4103).
This suggests that abnormally low bidding may contribute to project delays, potentially
due to underestimation of costs, financial constraints during execution, and inefficient
resource allocation by contractors. Furthermore, the study revealed that the estimation
of contract duration is inconsistent and lacks a rational basis. Projects with similar
characteristics and cost ranges were assigned comparable durations; however, they
exhibited significantly different levels of time overrun. The absence of a clear
relationship between project cost and it’s location, complexity, and allocated duration
indicates deficiencies in planning and scheduling practices. As a result, EoT has
emerged as a complex and systemic issue in the implementation of co-financed water
supply projects in Nepal.

Based on these findings, some measures are recommended to mitigate delays. A data-
driven approach should be adopted for the contract duration estimation by incorporating
historical data, project complexities, and site-specific conditions. Fixation of contract
duration in reference to the project cost may be one solution to mitigate the delays. The
contract duration should be fixed by following the critical path method by scheduling
all the works or activities in order to complete the project. Nevertheless, the availability
of resources (human, financial, material, machine, etc.) and externalities likely to hinder
progress should also be taken into account. Additionally, project schedules should
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account for predictable external factors, including elections and adverse weather
conditions.

Pre-construction planning should be strengthened by resolving issues such as land
acquisition, site possession, and water source disputes prior to contract award. In
addition, procurement practices should address abnormally low bids by implementing
stricter evaluation criteria and modified qualification criteria in the bidding document;
this may even require legal amendment. Also, effective contract management from both
contractor and employer side as well as strict contract administration from employer
side is must essential for timely completion of the project. Improving the construction
material supply chain with the help of local governments is also essential, particularly
in ensuring continuity despite disruptions such as crusher industry closures. Enhanced
coordination with local communities and Water Users’ Committees (WUCs) is
necessary to minimize disputes and obstructions during implementation. Ensuring the
financial readiness of all stakeholders is of utmost importance. Both the government
and WUCs must ensure the timely availability of funds while improving the cash flow
of the contractor. Finally, an effective monitoring and accountability mechanism should
be established to track timely decisions from the respective authorities and complete the
construction projects within a scheduled timeframe.
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Governance, the Sustainable Development Goals, and Nepal:

Effective Institutions, Localization, and the Path to 2030
& Pradeep Phuyal™

Abstract:

The 2030 Agenda for Sustainable Development, with its 17 Sustainable Development
Goals (SDGs), represents the most comprehensive global commitment to inclusive,
equitable, and environmentally sound progress ever negotiated. Central to the
agenda's logic is the recognition that no single government agency, ministry, or actor
can deliver transformational change in isolation. Effective, accountable, and
inclusive institutions are the engines that turn ambitious goals into real outcomes for
real people. This paper examines the conceptual and operational architecture of the
United Nations Committee of Experts on Public Administration's (CEPA) 11
Principles of Effective Governance for Sustainable Development and applies them to
the case of Nepal, a country navigating an extraordinary double challenge:
implementing the SDGs while simultaneously constructing a brand-new federal
governance system from the ground up. Drawing on Nepal's three Voluntary National
Reviews (2017, 2020, 2024), the 15th and 16th National Plans, UN governance
curriculum materials, and peer-reviewed scholarship, the paper analyzes how whole-
of-government and whole-of-society approaches, SDG localization strategies, and
the 4Cs framework (Coherence, Cohesion, Coordination, and Cooperation) interact
within Nepal's tri-tier federal structure. The paper finds that Nepal has achieved
meaningful progress, most notably reducing extreme poverty from 21.6% to 14.6%
and expanding women's political representation at the local level to 41%, yet
significant governance deficits persist in fiscal decentralization, inter-tier
coordination, data disaggregation, and civil service capacity. Four priority
recommendations emerge: legislating a performance-linked intergovernmental fiscal
transfers framework; extending SDG budget coding fully to provincial and local
government processes, investing in boundary-spanning civil service capacity; and
institutionalizing Voluntary Subnational Reviews across all seven provinces.

Keywords: Sustainable Development Goals, governance, Nepal, federalism, 2030
Agenda SDG localization, whole-of-government, , public administration
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1. Introduction

On 25 September 2015, all 193 member states of the United Nations came together to
adopt Transforming Our World: The 2030 Agenda for Sustainable Development
(United Nations, 2015). The agreement committed humanity to 17 Sustainable
Development Goals, 169 targets, and an overarching promise to leave no one behind. It
also reaffirmed the Brundtland Commission's foundational definition that sustainable
development means meeting the needs of the present without compromising future
generations' ability to meet their own needs (Brundtland Commission, 1987, p. 43). This
definition, first articulated almost four decades ago, has never felt more urgent. A
decade into implementation, however, the global SDG effort is in serious trouble. The
United Nations Secretary-General's 2023 midpoint stocktaking report found that only
roughly 15% of the 169 targets are on track globally, while many indicators have moved
in the wrong direction (United Nations Secretary-General, 2023). Climate disruption,
the COVID-19 pandemic, conflicts, and rising inequality have eroded hard-won gains
in poverty, health, and education. The window to course-correct is narrow and closing.

Nepal's situation captures both the difficulty and the possibility of the SDG challenge.
The country is simultaneously managing one of the most ambitious governance
transformations in South Asian history, transitioning from a centralized unitary state to
a federal democratic republic under the 2015 Constitution, while trying to accelerate
progress on all 17 Goals. Nepal's 2024 Voluntary National Review (VNR) reported an
average progress rate of 41%, with a projection that the country will achieve roughly
60% of targets by 2030 at the current pace (Government of Nepal, National Planning
Commission [NPC], 2024). That figure is a call to action, not a cause for comfort. This
paper makes three interconnected arguments. First, that CEPA's 11 Principles of
Effective Governance, endorsed by ECOSOC in 2018, offer a practically grounded and
operationally useful framework for understanding what it takes to make the SDGs real
at the country level. Second, Nepal's federal architecture with its three tiers and 753
local governments creates both historic opportunity and structural friction for SDG
localization that demands carefully designed whole-of-government and whole-of-
society strategies. Third, the 4Cs framework applied to Nepal's subnational governance
context generates concrete, actionable recommendations for the years remaining before
2030.

2. The SDGs and the Governance Imperative
2.1 The 2030 Agenda and the 5Ps

Taken together, the 17 SDGs are not simply a list of policy priorities; they represent an
integrated theory of change organized around five mutually reinforcing dimensions,
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commonly called the 5Ps: People, Planet, Prosperity, Peace, and Partnership (United
Nations, 2015). People-centred goals (SDGs 1-5) tackle poverty, hunger, health,
education, and gender inequality. Planet-focused goals (SDGs 6, 7, 13—15) address
water, energy, climate change, and ecosystems. Prosperity goals (SDGs 7—11) cover
economic growth, industry, and sustainable cities. SDG 16 represents the Peace and
Justice dimension, centered on strong and accountable institutions, while SDG 17
addresses the Partnership mechanisms needed to finance and deliver everything else.
The interdependence of these dimensions is not rhetorical;  a governance failure in
SDG 16 (weak institutions) directly undermines delivery on SDG 1 (poverty reduction)
and SDG 4 (quality education). Figure 1 illustrates this integrated architecture.

Figure 1
The 5Ps Architecture of the 2030 Agenda for Sustainable Development

THE 5Ps OF THE 2030 AGENDA FOR SUSTAINABLE DEVELOPMENT
PEOPLE PLANET PROSPERITY | PEACE PARTNERSHIP
SDGs 1-5 SDGs 6, 7, SDGs 7-11 SDG 16 SDG 17 Finance
Poverty - 13—15 Water Growth - Justice - - Technology

Hunger Health - Energy Industry Institutions | Capacity - Trade

- Education Climate - Infrastructure - Rule of

Gender Ecosystems Cities Law
Equality
< Sustainable Development (Integrated & Indivisible)

Note.  Based on the United Nations (2015)
2.2 The 11 CEPA Principles of Effective Governance

In 2018, the UN Economic and Social Council (ECOSOC) endorsed 11 Principles of
Effective Governance for Sustainable Development, developed by CEPA over several
years of deliberation. The principles are organized under three pillars: Effectiveness
(Competence, Sound Policy-Making, Collaboration), Accountability (Integrity,
Transparency, Independent Oversight), and Inclusiveness (Leaving No One Behind,
Non-Discrimination, Participation, Subsidiarity, Intergenerational Equity). Each
principle is linked to a set of commonly used implementation strategies, 62 in total,
giving countries a practical menu of approaches rather than abstract ideals (CEPA,
2018). Table 1 maps all 11 principles against their descriptions and their specific
relevance to Nepal.
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Table 1

The 11 CEPA Principles of Effective Governance for SDGs and Their Relevance to Nepal

S.N. Principle Description Relevance to Nepal
1 | Competence Professional public sector Civil service reform
workforce; strategic human under federalism; PLGSP
resources management; capacity-building for
leadership development and local governments (LGs)
training
2 | Sound Policy- | Strategic planning and NPC's 15th and 16th
Making foresight; regulatory impact National Plans; SDG
analysis; science-policy budget coding through
interface; monitoring and MTEF
evaluation
3 | Collaboration | Centre of government High-Level SDG
coordination; multi- Steering Committee
stakeholder partnerships; chaired by PM; nine
SDG awareness-raising; thematic monitoring
network-based governance committees
4 | Integrity Anti-corruption bodies; CIAA mandate; open
competitive procurement; contracting in local
codes of conduct; whistle- government procurement
blower protection
5 | Transparency | Proactive disclosure; budget | Right to Information Act;
transparency; open gaps persist in local-level
government data; lobby open data portals
registries
6 | Independent Independent audit; regulatory | Office of the Auditor
Oversight agency independence; review | General (OAG); weak
of administrative decisions; enforcement at provincial
rule of law level
7 | Leaving No Equitable fiscal and monetary | National LNOB
One Behind policy; data disaggregation; Framework (2022);

systematic follow-up and
review

targeted inclusion of
Dalits and Janajatis
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delivery; universal birth
registration; gender-
responsive budgeting

S.N. Principle Description Relevance to Nepal
8 | Non- Public sector workforce Multilingual local
Discrimination | diversity; multilingual service | services; constitutionally

mandated 33% women's
quota

9 | Participation

Participatory budgeting;
citizen engagement; multi-
stakeholder consultation
platforms

Ward-level citizen
forums; VNR preparation
involving 900+ youth
stakeholders

10 | Subsidiarity

Fiscal federalism; multilevel
governance; strengthening
local finance systems;
municipal governance

Local Government
Operation Act (2017);
inter-governmental fiscal
transfer framework

11 | Intergeneratio
nal Equity

Sustainable development
impact assessment; long-term
debt management; long-term
territorial and spatial planning

Climate vulnerability;
25-Year Long-Term
Vision 2100 internalizing
SDGs

Note. Based on CEPA (2018) and the Government of Nepal NPC (2024). LG = local government; NPC
= National Planning Commission; MTEF = Medium-Term Expenditure Framework; PLGSP =
Provincial and Local Governance Support Programme.

3. Nepal's SDG Governance Architecture
3.1 Constitutional and Institutional Framework

Nepal's 2015 Constitution established one of the most progressive federal governance
frameworks in South Asia. It created a three-tier structure: federal, provincial (seven
provinces), and local (753 local governments) and granted local governments 22
exclusive mandates and 15 concurrent competencies, covering everything from basic
service delivery to local tax collection and judicial functions (Dahal, 2024). The
constitution guarantees proportional, inclusive, and participatory representation across
all levels of government, including a minimum one-third representation for women at
the local level, a structural commitment to gender equity that, notably, has been
exceeded in practice.

Nepal has built a layered institutional architecture for SDG governance. At the top, the
High-Level SDG Steering Committee, chaired by the Prime Minister, provides political
leadership and sets overall policy direction. Below it, the SDG Implementation and
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Coordination Committee, headed by the Vice Chairperson of the NPC, oversees nine
thematic monitoring committees that span each major SDG cluster. The NPC itself is
the nodal institution responsible for planning, budgeting, monitoring, and coordinating
across government agencies, provincial governments, development partners, civil
society, and the private sector (Gupta & Sigdel, 2024). This layered design mirrors the
multi-tier coordination models recommended in the UN governance curriculum and
implemented with varying success in countries like Indonesia and Sierra Leone (UN
DESA, 2021).

3.2 SDG Integration into National Planning

Nepal's approach to embedding the SDGs into national planning has been deliberate
and progressive. The 14th Plan (2016/17-2018/19) made the first formal linkages
between national programs and SDG targets. The 15th Plan (2019/20-2023/24) went
further, it was fully aligned with the SDGs, introduced SDG budget coding through the
Medium-Term Expenditure Framework (MTEF), and mapped public investments
against specific targets. The 16th Plan (2024/25-2028/29), adopted with an overarching
vision of 'Good Governance, Social Justice, and Prosperity,' places SDG acceleration at
its heart (NPC, 2024). Nepal's 25-Year Long-Term Vision 2100 also internalizes the
SDG framework, extending the sustainable development lens beyond the 2030 horizon
(UNDP, 2021). The MTEF budget coding system deserves particular attention because
it is an operationally concrete mechanism for translating governance ambition into fiscal
reality. Assigning SDG codes to all national development programs, it enables the NPC
to track where public money is flowing across the goal landscape. This aligns with the
CEPA principle of Sound Policy Making (CEPA, 2018) and is the kind of institutional
innovation that, if extended to provincial and local budgets, could substantially
strengthen the coherence of Nepal's SDG investment. Unfortunately, research
consistently shows that local governments have yet to fully incorporate SDG coding
into their own planning, programming, and budgeting processes (Regmi & Paudyal,
2024), a gap that represents one of the most important implementation challenges to
address before 2030.

3.3 SDG Progress: Where Nepal Stands

Nepal's 2024 VNR offers a nuanced and honest accounting of where the country stands.
The good news is real and deserves recognition: extreme poverty fell from 21.6% in
2015 to 14.6% in 2023, representing millions of Nepalis lifted out of deprivation.
Women's representation in local government reached 41%, exceeding the constitutional
minimum of 33% and reflecting a genuine shift in who holds political power at the
community level. Electricity access expanded from roughly 76% to approximately 98%,

RY¥



one of the most dramatic energy transitions of any developing country over the same
period (United Nations in Nepal, 2024). These are not incremental gains; they reflect
governance choices made at the highest levels and implemented at the household level.

But the picture also includes troubling reversals and persistent gaps. Around 4% of
Nepalis who had escaped poverty fell back due to the COVID-19 pandemic. Progress
on zero hunger has been disappointingly slow. Anaemia among women of reproductive
age worsened. The SDG 16 Rule of Law indicator, a measure of institutional quality,
shows only moderate improvement, reflecting governance deficits that have still not
been fully addressed (NPC, 2024). The government itself projects that Nepal will
achieve roughly 60% of SDG targets by 2030 at the current pace, which means the
remaining years need to deliver significantly more than the first decade did. Table 2
captures key indicators.

Table 2
Selected SDG Progress Indicators for Nepal (2015-2023/24)

. Baseline Latest

SDG Goal Key Indicator 2015) | (2023724 Status
SDG 1 - No Extreme poverty 21.6% 14.6% Improving
Poverty rate
SDG 3 - Good Under-5 mortality 39 27 Improving
Health (per 1,000 LB)
SDG 4 - Secondary gross 63% ~80% Improving
Quality enrolment (%)
Education
SDG 5 - Women in local ~20% 41% «” On Track
Gender government seats
Equality
SDG 7 — Clean | Household 76% ~98% «” On Track
Energy electricity access
SDG 13 - Local adaptation Few Most LGs <> Moderate
Climate Action | plans in place
SDG 16 — Peace | Rule of Law Low Moderate Slow
& Justice Index (WGI)
SDG 17 - ODA as % of 5.8% ~4.2% Dec]ining
Partnerships GNI
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Note. Data compiled from the Government of Nepal NPC (2024) and the United Nations in Nepal
(2024). LB = live births; LG = local government; WGI = World Governance Indicators; ODA =
Official Development Assistance. T = improving; ¢ = on track; <> = moderate; = declining.

4. Federalism, Decentralization, and SDG Localization
4.1 The Federal Transition: Promise and Friction

Nepal's move to federalism is, in governance terms, a transformation of extraordinary
ambition. The constitutional logic is sound: the principle of subsidiarity holds that
public administration should operate at the lowest level that can effectively deliver, with
higher tiers only performing functions that genuinely cannot be handled below (UN
DESA, 2021). Under this model, the federal government makes policy, provincial
governments implement, and local governments deliver services, creating a vertical
system of checks and balances that should, in theory, bring government closer to
citizens and make SDG delivery more responsive to local conditions.

In practice, the transition has been far more complicated. Research on Nepal's
federalism institutionalization consistently finds that the operationalization of local
government authority remains 'more conventional and hierarchic' than the constitution
envisions, with inclusive participatory budgeting often 'confined within certain
formalities that do not necessarily allow citizens the space for voices' (Pokhrel, 2020,
p- 130). Both the National Association of Rural Municipalities and the Municipal
Association of Nepal publicly documented in 2019 that federal interference was limiting
local governments' ability to exercise their constitutionally guaranteed functions in
education, health, forests, and industry (Pokheral, 2024). The analysis is damning as
former Chief Justice Kalyan Shrestha put it at the 2023 International Conference of
Federalism in Kathmandu, Nepal had 'ended up becoming a centralist federalism rather
than becoming a federal federalism' (as cited in Pokharel, 2024).

Fiscal decentralization is perhaps the most structurally acute problem. The constitution
mandates that local governments carry out expanded service delivery functions, but the
federal government has retained most revenue-raising authority. The result is what
scholars describe as 'unfunded mandates', responsibilities that have been devolved
without the resources needed to fulfil them (Rodriguez-Pose & Kharel. R, 2024). This
mismatch directly undermines the capacity of local governments to implement SDG
targets, because without fiscal autonomy, local governments cannot make the
investments their mandates require. Research on Nepal specifically finds that while
federalism has begun to build genuine public trust at the local level, a n Asia
Foundation survey found 70.4% of Nepalis see their local areas improving (as cited in
Pokheral, 2024), the potential of decentralization remains structurally constrained.
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4.2 SDG Localization: What It Means and What Nepal Has Done

SDG localization is the process of adapting, implementing, and monitoring the SDGs
at the local level, taking into account subnational contexts throughout the entire policy
cycle from target-setting to means of implementation to monitoring and review (UN
DESA, 2021). The crucial point is that localization is not simply a matter of translating
global goals into local plans. It is about making the aspirations of the 2030 Agenda
genuinely meaningful to communities, households, and individuals, especially those
most at risk of being left behind. SDG 11 on sustainable cities and human settlements
is the linchpin  of this process, because it connects the urban and territorial dimensions
of all 17 Goals (UN DESA, 2021).

Nepal has made notable investments in localization infrastructure. The NPC published
SDG Localization Guidelines that provide subnational governments with baselines,
targets, and implementation strategies tailored to their contexts. SDGs have been
integrated into subnational periodic plans with monitoring and evaluation provisions.
The 2022 National Framework for Leaving No One Behind gives all three tiers of
government explicit direction on reaching the furthest behind first, backed by analysis
of disaggregated data to identify where the worst gaps lie (Gupta, A. K., & Sigdel, T. S
,2024). The Provincial and Local Governance Support Programme (PLGSP),
implemented with UNDP technical and financial support, has been building provincial
and local capacity for SDG integration since 2019 (UNDP, 2023).

What remains missing, however, is the last mile of connection between SDG strategy
and local fiscal reality. Qualitative research on SDG integration in Nepal's local
governments finds that coordination between the NPC and Ministry of Finance budget
offices is insufficient, meaning that SDG targets are not consistently being translated
into funded local programs (Gupta, A. K., & Sigdel, T. S.,2024). Localization without
budgetary backing is not localization; it is aspiration. Closing this gap is among the
most urgent governance priorities Nepal faces in the run-up to 2030.

4.3 The 4Cs Enabling Environment

The 4Cs framework (Coherence, Cohesion, Coordination, and Cooperation) offers a
structured way to assess whether the enabling environment for SDG localization is
genuinely in place (UN DESA, 2021). Table 3 applies this framework to Nepal's
governance context, identifying both achievements and persistent gaps.
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Table 3
The 4Cs Framework for SDG Localization Applied to Nepal

Dimension

Definition

Nepal: Application and Gaps

Coherence

Alignment of national
sectoral policies
themes and ministries
toward integrated

sustainable development

across

The 15th and 16th Plans integrate SDG
budget coding across sectors; however,
climate and health policies remain
partly disconnected from fiscal
planning and the Ministry of Finance
budget frameworks

Cohesion

Alignment of national and
subnational plans, with
particular  attention to
lagging regions to ensure
balanced and equitable
growth

SDG Localization Guidelines exist,
and subnational integration is
improving; yet stark provincial
disparities persist — Karnali and
Sudurpashchim lag
significantly behind Bagmati in nearly
all SDG indicators

provinces

Coordination

Multi-level ~ governance
mechanisms that align
strategies and  ensure
resource flows between
national, provincial, and

local actors

High-Level SDG Steering Committee
operative; inter-provincial
coordination council meets irregularly;
PLGSP provides capacity-building,
but coverage remains insufficient for
753 local governments

Cooperation

Multi-stakeholder
partnerships involving
civil society, the private
sector, academia, and local
communities across all
stages of the SDG cycle

2024 VNR preparation engaged 900+
youth stakeholders; CSO participation
is  increasingly institutionalized;
private sector engagement remains
weak in rural and remote areas

Note. Based on UN DESA (2021), Government of Nepal NPC (2024), and Gupta, A. K., & Sigdel, T. S.
(2024). LG = local government; PLGSP = Provincial and Local Governance Support Programme; VNR
= Voluntary National Review.

The 4Cs analysis tells a story of strong national-level architecture paired with
underperforming subnational execution. Nepal has built a functioning High-Level
Steering Committee, introduced MTEF SDG coding, and conducted multi-stakeholder
VNR processes that genuinely engage civil society. But the provincial and local tiers
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remain under-resourced and under-institutionalized, inter-provincial coordination
meets only irregularly, and the development disparities between provinces like Bagmati
and Karnali are widening rather than narrowing. Coherence without cohesion, and
coordination without adequate cooperation, produce uneven outcomes that leave the
most vulnerable communities further behind.

5. Whole-of-Government and Whole-of-Society Approaches

The integrated and cross-sectoral character of the SDGs makes whole-of-government
and whole-of-society approaches not just useful governance strategies but structural
necessities. Table 4 compares the two approaches and illustrates how they apply to

Nepal.

Table 4

Comparing Whole-of-Government and Whole-of-Society Approaches in Nepal's SDG Context

Feature

Whole-of-Government
(WoG)

Whole-of-Society (WoS)

Primary focus

Integration across
government ministries and
agencies

Engagement of non-state actors
across all sectors of society

Key actors

Federal ministries,
provincial departments,
local governments

CSOs, private sector,
academia, media, religious
leaders, citizens

Main mechanism

Interdepartmental

committees, CoG

coordination, joint
budgeting

Multi-stakeholder platforms,
consultative bodies, advisory
councils

Goal

Eliminate policy silos;
achieve seamless service

Ensure no actor or community
is left behind in the SDG

delivery process

Nepal example High-Level SDG Steering VNR stakeholder
Committee; MTEF SDG consultations; National LNOB
coding Framework (2022)

Key challenge

Civil service culture of
hierarchical control; inter-
tier friction

Tokenistic consultation; weak
private sector engagement
rurally
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Note. Based on UN DESA (2021) and Government of Nepal NPC (2024). CSO = civil society
organization; CoG = centre of government; MTEF = Medium-Term Expenditure Framework; LNOB =
Leaving No One Behind.

5.1 The Case for Whole-of-Government

The rationale for a whole-of-government approach is to break down the departmental
silos that allow ministries to work in isolation from one another, pursue conflicting
objectives, and duplicate resources, producing fragmented policies that undermine
rather than reinforce each other (UN DESA, 2021). For Nepal, whose SDG challenge
spans climate change, poverty, health, education, gender, and institutional reform
simultaneously, this kind of cross-cutting coordination is not optional. The SDGs are
precisely the kind of 'wicked problems' deeply interconnected and resistant to sector-
by-sector solutions that hierarchical, siloed government organizations have always
struggled to handle (UN DESA, 2021).

Nepal's 2024 VNR acknowledges this challenge candidly: achieving a high degree of
coherence, integration, and coordination among different levels of government and
institutions remains cumbersome (NPC, 2024, p. 12). The systemic cause is not
difficult to identify. Nepal's civil service was shaped by decades of centralized,
hierarchical governance, and reorienting it toward collaborative, boundary-spanning
work takes more than constitutional amendments and new institutional structures. It
requires deliberate investment in the behavioral and cultural dimensions of public
administration training civil servants to work across ministries, to embrace uncertainty,
and to prioritize collective outcomes over departmental mandates (UN DESA, 2021).
Political parties' failure to educate their cadres about the federal governance structure
and the competencies it requires represents an additional systemic bottleneck (Pokheral,
2024).

5.2 The Case for Whole-of-Society

Whole-of-society engagement is equally essential, for a simple structural reason: the
range of SDG targets is too wide, and the diversity of Nepali society too great, for the
government to achieve the goals alone. Combating gender inequality requires working
with religious leaders, community institutions, and private employers who shape the
social norms that the government cannot simply legislate away. Effective climate
adaptation depends on the local expertise of NGOs who understand the specific
vulnerabilities of mountain communities, river valleys, and Terai settlements. Building
financial inclusion for the 70% of economically active Nepalis in the informal sector
requires partnerships with cooperatives, community banks, and microfinance
institutions that operate where formal banking does not reach (UNDP, 2023).
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Nepal's 2024 VNR preparation offers a genuine model of whole-of-society practice.
The process involved three tiers of government alongside civil society organizations,
private sector representatives, academia, and over 900 youth stakeholders engaged
through Youth Advocacy Nepal (Global Call to Action Against Poverty [GCAP], 2024).
This was not a token consultation exercise; rather, it built SDG literacy and civic agency
among participants who are likely to continue advocating for accountability beyond the
review period. Nepal's 2022 National LNOB Framework extends this logic by explicitly
directing all three tiers of government to engage Dalits, Janajatis, women, persons with
disabilities, and remote communities in SDG implementation recognizing that no
government agency can reach these groups without the intermediary expertise of civil
society.

6. Key Governance Challenges and Recommendations
6.1 Fiscal Decentralization and Unfunded Mandates

Nepal's most structurally acute SDG localization challenge is fiscal. The 2015
Constitution granted local governments expanded service delivery functions in areas
such as health, education, water, local roads, and social protection without
commensurate revenue-raising authority. Intergovernmental fiscal transfers (block
grants, conditional grants, equalization grants, and revenue-sharing) are the primary
financing mechanism for local SDG delivery, but they remain inadequate, unpredictably
disbursed, and not systematically linked to performance (World Bank, 2023). The
NPC's updated 2024 Costing and Financing Strategy estimates investment requirements
for 2024-2030 that far exceed Nepal's current fiscal capacity (NPC, 2024), and the
problem is compounded by Nepal's impending LDC graduation in 2026, which will
affect eligibility for concessional finance.

Three recommendations follow. First, Parliament should legislate a clear, enforceable
intergovernmental fiscal transfers framework that links grant allocations to SDG
performance indicators, creating genuine accountability for how transferred resources
are used. Second, the NPC's MTEF SDG coding system must be extended fully to
provincial and local budget processes, enabling end-to-end tracking of SDG-aligned
expenditures across all three tiers. Third, Nepal should develop domestic resource
mobilization mechanisms that reduce dependence on federal transfers, including local
property tax reform, sustainable tourism levies, and equitable community forest revenue
sharing to build a more resilient subnational fiscal base.
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6.2 Data Disaggregation and SDG Monitoring

Nepal's SDG monitoring system is constrained by a well-documented data deficit. Many
SDG indicators still lack reliable quantitative baselines. Existing data are insufficiently
disaggregated by sex, age, social group, disability status, geography, and income to
enable genuine monitoring of the 'leaving no one behind' principle (NPC, 2024). This
matters enormously in the Nepali context, where aggregate national statistics mask
dramatic inequalities between Kathmandu Valley and the Karnali highlands, and
between Brahmin Chhetri communities and Dalit or Janajati populations. Without
disaggregated data, it is impossible to know who is actually being left behind, which
means policy and resource allocation decisions will continue to miss the most
marginalised.

The CEPA principles of Transparency and Independent Oversight both call for open,
evidence-based governance (CEPA, 2018). Building a National SDG Data Architecture
linking the Central Bureau of Statistics with provincial statistical offices, local
government administrative systems, and community-generated data is an urgent
governance investment. This system should include mandatory disaggregation
standards, open data portals at all three tiers, and real-time dashboard reporting that
makes progress visible to citizens, civil society, and policymakers alike.

6.3 Inter-Provincial Disparities and Territorial Cohesion

Nepal's seven provinces display development disparities that are stark and widening.
Bagmati province, home to Kathmandu and a disproportionate share of the country's
economic activity, educational institutions, and health infrastructure, is pulling further
ahead of Karnali and Sudurpashchim, which lag significantly on nearly every SDG
indicator. These disparities are not accidents; they reflect historical patterns of
centralization that the federal transition has not yet reversed. The 4Cs framework's
Cohesion dimension and the CEPA principle of Subsidiarity both call explicitly for
attention to lagging regions and for governance arrangements that actively redistribute
opportunity toward those furthest behind (CEPA, 2018; UN DESA, 2021).

Two governance reforms would make a material difference. First, Nepal should
establish a constitutionally grounded National SDG Equalization Fund with transparent,
needs-based allocation criteria that explicitly prioritize high-deprivation provinces and
municipalities, ensuring that the provinces where SDG gaps are greatest also receive
the greatest fiscal support. Second, Voluntary Subnational Reviews (VSRs) should be
institutionalized for all seven provinces, enabling systematic benchmarking, cross-
provincial learning, and political accountability for subnational SDG performance. The
Asia Foundation's finding that 70.4% of Nepalis trust their local governments (as cited
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in Pokheral, 2024) is a governance asset that  federal and provincial institutions should
build on that trust rather than undermine it.

7. Conclusion

Nepal's SDG story is, in several meaningful ways, a microcosm of the global challenge.
The country has demonstrated genuine political commitment to embedding the 2030
Agenda across three national plans, designing inclusive constitutional governance
structures, and producing three Voluntary National Reviews of increasing quality and
stakeholder breadth. And real achievements are visible on the ground: millions lifted
out of extreme poverty, near-universal electrification, and a constitution-backed
transformation of women's political participation. These are not incremental policy
adjustments; they represent governance choices with lasting consequences for millions
of lives.

Yet the structural challenges are real and demand honest acknowledgement. A federal
transition that has, in practice, produced centralism rather than genuine federalism. A
fiscal architecture that delegates service delivery responsibilities without matching
resources. A civil service culture shaped by decades of hierarchical authority that
collaborative SDG governance asks to operate very differently. And data systems are
still too weak to see clearly who is being left behind and where. These are not peripheral
implementation details; they are the governance questions on which Nepal's remaining
SDG trajectory will turn.

The UN's 11 Principles of Effective Governance, the 4Cs localization framework, and
the whole-of-government and whole-of-society approaches reviewed in this paper do
not provide ready-made solutions. What they offer is something arguably more durable:
a shared analytical vocabulary and a structured framework within which Nepal's
government, civil society, private sector, and citizens can negotiate the institutional
changes required. With Nepal's 16th Plan providing a credible national acceleration
framework, and with four years remaining before 2030, the window remains open. What
fills that window in terms of fiscal reform, civil service transformation, data investment,
and subnational accountability will determine whether Nepal's SDG story becomes one
of genuine transformation or of aspirations deferred.
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Remittance Economy, Dutch Disease and Pathways to a Self-
Sustained Economy: Policy Agenda for Nepal

£ Bharat Ram Dhungana, Ph.D.%"

Abstract:

Remittances are valuable resources for the economic transformation of developing
countries and can contribute positively to society and the economy. However, high
dependency on remittances poses significant economic challenges leading to Dutch
disease and indicates increasing signs of this phenomenon in Nepal. While
remittances are appropriate for short-term benefits such as reducing poverty,
improving household living standards, and maintaining foreign exchange reserves,
they reduce export capacity, cause workforce shortages in essential sectors, and
increase reliance on imported goods in the long run. High dependence on a
remittance economy may create a remittance trap leaving the country vulnerable to
global and regional economic shocks, wars, changes in labour policy, and labour
market declines. To mitigate these risks, the government should build a production-
based economy centered on the core principles of workforce retention, policy
stability, and a favorable investment environment. A forward-looking policy will
strengthen economic diversification, industrial expansion, and human capital
development, which are key foundations for a self-sustaining economy. The policy
agenda should be directed towards strengthening domestic productive sectors,
promoting entrepreneurship and investment, enhancing financial literacy and
inclusion, leveraging remittances for productive investment, and improving
governance and institutional capacity.

Keywords: Dutch disease, government policy, self-sustained economy, remittance
economy, policy stability.

1. Background

Remittances are an effective tool for the economic transformation of developing
countries and can positively contribute to society and the economy (Huay et al., 2019).
It helps to reduce poverty, expand access to healthcare and education, increase
household expenditure, and enhance foreign exchange reserves. The Nepalese economy
1s highly dependent on remittances, which support household incomes, foreign
exchange reserves, and the nation's economic stability (Nepal et al., 2020). While it has
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contributed to poverty reduction and improved livelihoods for many migrant workers
and their families, a remittance-based economy remains vulnerable to external
economic shocks, including changes in labour market policies in source countries
(Piras, 2023). Remittances offer short-term benefits but create permanent obstacles,
blocking the nation from achieving sustained economic growth and resilience.

Labour migration to Gulf countries and Malaysia has become the primary source of
income for migrant workers' households over the past few decades. Many working-aged
people, as migrant workers, leave the country due to insufficient job opportunities,
limited industrial development, and low wages (Adhikari et al., 2023). They seek
foreign jobs as their primary means of improving their livelihoods. Remittances have
become an economic foundation supporting household spending, educational needs,
medical expenses, and efforts to reduce poverty. However, increasing remittance
inflows does not support the nation's economic growth and development unless
channeled into productive sectors (Dhungana, 2012).

The remittance economy has increased economic dependence and affected the
foundations for sustained national economic growth. The economy has become an
import- and consumption-based system, with a lack of entrepreneurial culture, low
industrial growth, and limited exports. The government policy framework for fiscal year
2025/26 and the long-term objectives of the 16th Plan highlighted the need to transform
the country into a productive and competitive one (NPC, 2024). To achieve this, the
government must implement strategies to attain economic independence through
governance improvements, a productive culture, and sustainable growth initiatives.

Reducing remittance dependency has become the most important policy goal and
finding a pathway to a self-sustaining economy is crucial for developing countries like
Nepal. A strategic approach is essential for empowering domestic productive industries,
including agriculture, manufacturing, tourism, and entrepreneurship, while
simultaneously building financial literacy, investment capabilities, and institutional
support systems. The government's priority should be to build sustained economic
growth by empowering youth and returnee migrant workers through a productive
environment and an entrepreneurial culture.

2. Remittance Economy as a Dutch Disease

Remittance dependence poses economic challenges and can lead to Dutch disease (Polat
& Rodriguez Andrés, 2019). The Dutch disease is often used in the field of
macroeconomics and international finance. This adverse effect of large inflows of
foreign currency on the appreciation of the real exchange rate is known as the ‘Dutch
Disease’, a term initially coined by an economist in reference to the adverse effect on
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the competitiveness of the Netherlands’ traditional tradable sector of windfall revenue
from post-1960s natural gas exports (Polat & Rodriguez Andrés, 2019). The Dutch
disease hypothesis often attributes it to sectoral decomposition, in which a booming
sector, typically natural resources such as mining, adversely influences non-booming
sectors like agriculture and manufacturing (Corden & Neary, 1982). Although it was
originally linked to natural resource discovery, the Dutch disease hypothesis has been
widely extended to encompass large capital inflows, including foreign aid, development
assistance, foreign direct investment, grants, and remittances (Mohammed, 2018).

The economy that depends on remittances exhibits Dutch disease behavior because
substantial foreign currency inflows from migrant workers strengthen the real exchange
rate. Domestic currency appreciation makes international trade less feasible for both
local products and exported goods (Hien et al., 2020). Countries such as Nepal
experience economic problems because people are heavily dependent on remittance
income, leading them to spend their resources on non-productive activities rather than
supporting the development of industries that produce goods for international markets.
The structural imbalance causes industrial development to decline, as countries rely
more on imports and become more vulnerable to external economic shocks, creating a
pattern resembling Dutch disease (Algieri, 2011).

Dutch disease arises from structural disturbances triggered by high remittance inflows,
leading to real exchange rate appreciation and decreased utilization of the factors of
production, thereby reducing export competitiveness (Sadiq et al., 2025). Nepal has a
low industrial foundation, a decreasing manufacturing sector, and limited export
capacity. The short-term benefits of remittances create persistent obstacles for achieving
sustainable economic growth (Pradhan et al., 2008). It hampers the nation's sustained
economic growth due to high dependence on imports and reduced capacity utilization
of factors of production. A remittance economy is not appropriate for the nation's long-
term economic growth and welfare.

Large-scale worker migration causes young workers to leave their home countries,
resulting in labour shortages in essential sectors such as agriculture, construction, and
manufacturing. A remittance-dependent economy weakens domestic productivity by
fueling consumption-based economy that does not invest in future growth. People use
remittance to pay for their daily needs and to purchase real estate and imported goods,
preventing the money from funding activities that could create long-lasting economic
growth. Nepal's economy remains vulnerable because it relies on external income
instead of diversifying domestic production.
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3. Remittance Dependency and Its Effect on the Economy

Remittances improve the social and economic conditions of the recipient’s families and
help expand the national economy. Remittances inflows have grown significantly in
Nepal, highlighting the country's ongoing dependence on migrant workers (Ghimire,
2025). It may help to maintain macroeconomic stability by building foreign exchange
reserves, which finance imports and meet domestic market needs. The remittances
process has a positive effect, reducing poverty and improving the livelihoods of people
in both rural and urban areas (Dey & Basak, 2024). Remittance dependence negatively
affects domestic productivity, investment, and job creation, diminishing future
economic protection. The unexpected decline in remittances creates macroeconomic
instability, resulting in balance-of-payments crises and increased poverty (Aslam,
2025).

A remittance-based economy reduces domestic workers' participation, leading to labour
shortages in essential sectors such as agriculture and manufacturing. It primarily focuses
on consumption, thereby reducing the capacity of utilizing factors of production.
Depending on foreign income faces economic risks arising from international market
fluctuations, external shocks, and changes in immigration policy. The remittance
dependency trap may create serious economic problems at any time due to economic
shocks, political unrest, and other factors. Global recessions, migration restrictions, and
political instability in host countries may lead to sudden declines in remittance inflows,
disrupting household incomes and national foreign exchange reserves.

4. Government Policy and Development Priorities

The 16th Plan has priorities productivity, competitiveness, and sustainable economic
growth. The main policy directions include promoting domestic production and import
substitution, strengthening infrastructure, enhancing human capital, and generating
employment. It establishes a framework to support private-sector investment and
entrepreneurship. Moreover, it creates a framework that enables digitalisation and
financial inclusion to extend their reach (NPC, 2024).

The government should establish policies and priorities that create an economically
balanced and sustainable system, reducing dependence on remittances while
maintaining economic growth. The National Planning Commission should link national
development objectives to resource allocation through its strategic planning
frameworks. The development requires better governance practices, sustained policy,
and effective coordination among federal, provincial, and local government entities. To
achieve this, the government can frame its economic system into an independent,
diversified market structure through structural reforms and capacity-building initiatives.
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The Gen Z movement in September 2025 focused on establishing anti-corruption and
good-governance mechanisms in Nepal. The government may develop a new policy
agenda focused on structural transformation, good governance, and economic
development. The newly elected government must address the Gen Z movement's
aspirations to strengthen institutions, accelerate project execution, and advance national
development through good governance and a productive environment. The role of
government is crucial in meeting high public expectations and sustaining economic
growth through stable institutional governance, a favourable investment environment,
and job creation. This is a good opportunity for the government to accelerate sustained
economic growth, but it can be achieved only if it adopts appropriate strategies to reduce
the Dutch disease.

5. Structural Constraints to a Self-Sustained Economy

Achieving self-sustained economic progress faces multiple structural limitations. The
Nepalese economy struggles to create jobs, which remains a major challenge. The
country suffers from limited employment opportunities due to a lack of
industrialization, an underdeveloped manufacturing sector, and weak development of
the service industry. The government can implement an optimal growth model that
fosters investment and supports sustainable economic growth by reducing structural
barriers.

The existing infrastructure problems in transportation, energy, and logistics stifle
productivity and make it harder for businesses to compete. Nepal possesses substantial
hydropower resources but has yet to harness them, limiting its potential to drive
economic expansion. The agricultural sector continues to function as a subsistence-
based system, which suffers from low output and restricted market access.

The institutional framework and governance systems pose major obstacles to
organizations achieving their targets. Public policy implementation suffers from
bureaucratic inefficiency, complex regulations, and corruption, which deter private-
sector investment. The financial sector faces two main problems: decreased credit
demand and resource distribution problems that lead banks to hold excess liquidity.

Remittance-receiving households face two main problems: their limited capacity to
understand financial matters and to make investments. Remittances fail to drive
economic growth because households spend on consumption rather than building
productive assets, which requires better financial education and the right incentives.

990



6. Pathways for Developing a Self-Sustained Economy

A comprehensive, multidimensional approach/strategy is needed to build domestic
economic capacity while using remittances to reduce future reliance on them.

(i) Economic Diversification and Industrial Development

Economic diversification policy is essential to reduce dependency on remittances.
Nepal needs to promote sectors with high potential, including agriculture,
manufacturing, hydropower, and tourism. Agro-industries, export-based
manufacturing, and eco-friendly tourism can create jobs and reduce the pressure for
foreign employment. Moreover, this policy will help to boost export capabilities and
maintain steady economic growth. The government should focus on developing
industrial corridors and special economic zones for promoting industry. Economic
diversification policy empowers the country to withstand external economic shocks
while supporting its development through sustainable, inclusive growth.

(ii) Promotion of Entrepreneurship and SMEs

Fostering an entrepreneurial culture and supporting small and medium enterprises
(SMEs) lays the groundwork for job creation. while expanding economic segments. The
government should develop and implement policies to provide financial support, access
to credit, and technical assistance for returning migrant workers and youth
entrepreneurs. There is a positive and significant relationship between migrant workers’
remittances, entrepreneurship initiation, and economic growth (Dhungana, 2025).
Returnee migrants bring valuable technical knowledge, experiential learning, and
global skills across diverse industries, including construction, hospitality,
manufacturing, agriculture, and information technology. These skills and experiences
are necessary for use in native countries to start businesses, introduce new products and
services that may generate employment and empower the local economy. Managing
vocational training, focusing on market linkage programs, conducting financial literacy
programs, providing concessional loans, and securing adequate government support for
returnee migrant workers are vital to initiate entrepreneurship at the local level.

(iii) Productive Utilization of Remittances

The policies need to guide remittances towards productive investment rather than
consumer spending. For this purpose, investment-linked remittance schemes, diaspora
bonds and savings instruments, financial literacy programs, and investment incentives
are effective strategies for channeling remittances into the productive sector. Currently,
most remittances are used in real estate, housing, luxury goods imports, and other
consumption sectors, rather than in business and enterprise development. Financial
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literacy among youth and returnee workers encourages the productive investment of
remittances. Government policy should focus on leveraging the knowledge and
experience of returnees and youth, enhancing a productive environment, promoting
investment, and partnering to create an enterprise-friendly environment.

(iv) Promoting Financial Inclusion and Digital Finance

The expansion of digital financial services, including mobile banking and fintech,
creates efficient and accessible remittance options. The digitalisation enables people in
rural areas to save and invest, achieving financial inclusion. Financial literacy
encourages people to make better financial choices and to access formal financial
services (Subedi & Dhungana, 2024). The government may support efforts to strengthen
inclusive economic growth to help build an inclusive financial environment in the
nation (Dhungana & Kumar, 2015). Financial inclusion can be improved through
financial literacy, financial innovation and technology, and other intervention strategies.
It is necessary to expand formal financial services for the unbanked, marginalized, and
low-income people in both rural and urban areas (Dhungana, 2022; Kumar &
Dhungana, 2012). In developing countries like Nepal, many are still deprived of formal
financial services, for which microfinance institutions may be an effective means of
promoting financial inclusion (Dhungana, 2013). Financial inclusion is associated with
innovation, business creation, and economic growth. Returning workers may pursue
entrepreneurship that drives the country's economic growth. Focusing on agriculture
and livestock farming, tourism and hospitality businesses, and SME-based enterprises
for returnee workers and youth may create employment opportunities, strengthen the
local economy, and boost GDP.

(v) Human Capital Development and Skill Enhancement

Investment in human capital formation and skill development leads to high youth
engagement in productive activities and the empowerment of a sustained economy.
Technical and vocational education programs can improve workers' efficiency and
promote the entrepreneurship culture within the nation, particularly in hydropower,
tourism, agriculture, and digital industries. Aligning skills with market demands
reduces the need for workers to seek employment abroad. Investing in education and
vocational training, along with skill development programs, may boost productivity and
job creation. The optimal use of the country's workforce can support economic
independence and help build a sustainable economy.

(vi) Removing Structural Constraints and Barriers

Structural barriers and constraints affect the transition from a remittance-based
economy to a self-sustaining one. Key hurdles include inadequate infrastructure, policy
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instability, lengthy, unnecessary bureaucratic processes, financial constraints, and poor
institutional governance. It is necessary to remove such hurdles to achieve sustainable
economic growth. The government should give adequate attention to improving
institutional governance and regulatory transparency, and to strengthening the financial
system to empower small and medium enterprises. A stable investment climate requires
political stability, zero tolerance for corruption, and well-functioning government
institutions. Removing these structural barriers will enhance productivity, attract
investors, and drive economic growth that benefits all citizens of the country.

(vii) Promoting Foreign Direct Investment and Investment-Friendly Environment

A stable policy environment encourages foreign direct investment (FDI) in Nepal. The
government must implement a one-window approval system to protect investors and
simplify entry. Developing essential infrastructure such as energy systems, transport
networks, and digital communication systems is vital. Sustainable foreign direct
investment depends on political stability, transparent tax laws, guaranteed profit
repatriation, and special incentives for hydropower, tourism, and manufacturing
industries (Tahirbegovi¢, 2025). By adopting a public-private partnership and
encouraging Non-Resident Nepalis (NRNs), and building an investment-friendly
environment, Nepal can lay the foundation for the nation's sustained economic growth.

(viii) Developing Good Governance and Policy Stability

The government must foster good governance, implement economic reforms, and drive
structural reforms to support this transformation. The organization needs to operate
through its three fundamental elements: executing activities, building institutional
capacity, and working with all parties involved. Development strategies will benefit
from public-private partnerships, diaspora engagement, and international cooperation.

The policy agenda should focus on strengthening domestic production, fostering
entrepreneurship and investment, enhancing financial literacy and inclusion, leveraging
remittances for productive use, and improving governance and institutional capacity.
The government may address its policy agenda with a vision of converting a remittance-
based system into a self-sustaining economy.

7. Conclusion and Suggestions

Nepal’s remittance-based economy shows clear symptoms of “Dutch disease”. The
performance of the industry and agriculture sectors is deteriorating and shifting toward
a consumption- and import-based model. While remittances provide short-term benefits
in reducing poverty, improving household living standards, and maintaining foreign
exchange reserves, the long-term cost is high. This reliance reduces export capacity,
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drains the labour force from essential sectors, and deepens reliance on imported goods.
Furthermore, a country may face a remittance trap and be affected at any time by global
and regional economic shocks, wars, changes in labour policy, and labour market
declines. This is a time to rethink and transition towards a self-sustaining economy. The
government must build a production-based economy founded on workforce retention,
policy stability, and a favourable investment climate. A forward-looking policy agenda
that prioritises diversification, industrial expansion, and human capital development is
the key foundation for a self-sustaining economy.
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Reforming Nepal’s Social Security Protection Architecture through
Digital Transformation: Institutional Coordination, Governance
Innovation, and Inclusive Digital Public Infrastructure
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Abstract:

Nepal’s social security system is a lifeline for vulnerable populations, including the
elderly, women, children, and persons with disabilities. Despite significant growth
over the past two decades, the system faces challenges such as fragmented programs,
overlapping responsibilities among ministries, and inefficient manual, paper-based
processes that reduce transparency and create opportunities for misuse. Digital
transformation provides a pathway to modernize social protection by integrating civil
registration, electronic payment systems, and centralized social registries. This study
explores how Nepal is leveraging digital tools to enhance efficiency, promote
transparency, and ensure more accountable delivery of social security services.
Findings indicate that digitization streamlines administration, reduces errors and
leakages, expands coverage, and enables rapid crisis response. Yet, challenges such
as limited digital literacy, infrastructure gaps, and data governance constraints
persist . The study highlights the need for coordinated efforts across federal,
provincial, and local levels, along with policies supporting interoperable digital
systems, rights-based approaches, rural connectivity, and capacity building. By
adopting inclusive and accountable digital strategies, Nepal can build a more
transparent, equitable, and accountable social security system that safeguards
citizens’ rights and advances the country’s vision of a welfare-oriented society.

Keywords: Social Security, Digital Transformation, Transparency, Integrated Social
Registry, Corruption-Free Governance, Electronic Benefit Transfer.

1. Background

Social protection systems are foundational to reducing poverty, mitigating
vulnerability, and promoting inclusive development. Nepal’s social security structure
consists of both contributory and non-contributory schemes, including social security
allowances for elderly citizens, single women, persons with disabilities, child grants,
and contributory schemes administered through the Social Security Fund. Despite
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expansion over the past two decades, the system has historically been characterized by
administrative fragmentation, manual processes, weak data integration, and targeting
inefficiencies (Phuyal, 2024).

Social security is the protection that a society provides to individuals and households to
ensure access to health care and to guarantee income security, particularly in cases of
old age, unemployment, sickness, invalidity, work injury, maternity, or loss of a
breadwinner (International Labour Organization, 2016)

In the Preamble of the Constitution of Nepal, it is stated that the country shall be a
democratic, inclusive, equitable, welfare-oriented, and socialism-oriented state. In the
process of implementing this framework, social security has been established as an
indispensable fundamental right for all. The provision of fundamental rights is detailed
in Part 3 , up to Article 48, of the Constitution, with Article 43 specifically addressing
the right to social security. With the transition to a federal system, and in line with the
vision of a socialism-oriented welfare state, social security has been institutionalized to
support the livelihoods of disadvantaged, marginalized, and vulnerable communities
and to ensure that all citizens enjoy secure, protected, quality, and human-rights-based
lives.

To implement fundamental rights such as health, education, employment, and food
sovereignty, national policies and federal laws have been formulated to adopt social
security measures. At the provincial and local levels, authorities have initiated
innovative programs related to social security by managing resources and implementing
laws and policies to protect and promote these fundamental rights. (National Planning
Commission, 2080)

Digital transformation is the integration of information and communication
technologies (ICTs) into governance processes that offers the potential to modernize
Nepal’s social security architecture. Globally, digital systems enable integrated
registries, real-time payment tracking, interoperable databases, and improved
beneficiary identification (International Labour Organization, 2025). Nepal’s ongoing
transition toward an Integrated National Social Protection Framework reflects
recognition that digital systems are critical to system harmonization and sustainability.

This research examines Nepal’s digital transformation trajectory within social security
protection, analyzing infrastructure development, policy alignment, implementation
progress, and institutional constraints. It evaluates empirical data from national and
international sources to assess whether digitalization is advancing toward integrated,
inclusive, and accountable social protection.
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1.1 Major Challenges and Issues Related to Social Security

The work of integrating and prioritizing scattered social security programs and creating
a few essential and effective initiatives that maximize benefits has faced difficulties due
to the involvement of multiple agencies, resulting in poor coordination and challenges
in accurately identifying target groups. Nepal’s social security system has expanded
over the past decades but remains fragmented across multiple ministries, local bodies,
and special funds, leading to overlapping programs and poor coordination (National
Planning Commission, 2080). Manual processes, weak data integration, and targeting
inefficiencies limit the effectiveness and transparency of social protection initiatives
(Phuyal, 2024; International Labour Organization, 2025). The transition to federalism
and the adoption of digital technologies provides an opportunity to modernize the
system, improve coverage, ensure inclusion of vulnerable populations, and enhance
crisis responsiveness. Digitization of civil registration, electronic payment systems, and
integrated social registries can strengthen governance, reduce duplication, and increase
administrative efficiency (World Bank, 2023; Bhatta, 2026). Key issues include:

e Building a shared understanding of the concept, necessity, sustainability, and
importance of social protection.

e Integrating social security with other national development policies and
programs.

e Digital transformation through an integrated information system can improve
social security by accurately identifying beneficiaries, tracking expenditures,
integrating programs, and enabling effective monitoring for better protection
delivery.

The current distribution of social security allowances is limited and still relies on
manual systems, so the development of a centralized, electronic mechanism has not
been achieved. Although the federal government exists, data collection, verification,
renewal, deductions, and distribution are done at the local levels, and in some cases,
local disputes reduce the effectiveness and transparency of service delivery.

Currently, similar types of social security programs are operated by multiple ministries
and special funds of the Government of Nepal. However, effective operational inter-
agency coordination among has not been established.

1.2 Conceptual Framework: Digital Transformation in Social Protection

Digital transformation has become central to modernizing social protection systems
worldwide. In low- and middle-income countries, the integration of digital technologies
into social security systems offers opportunities to enhance administrative efficiency,
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transparency, coverage, and fiscal sustainability. Nepal, undergoing federal
restructuring and public sector modernization, has initiated significant reforms aimed at
digitizing and integrating its fragmented social protection architecture. This paper
examines the digital transformation of Nepal’s social security structure, focusing on the
development of integrated social registries, digitized civil registration systems,
electronic benefit transfers, and emerging digital public infrastructure initiatives.
Drawing on policy documents, international development reports, and academic
literature, the study evaluates progress, identifies structural constraints, and proposes
policy pathways for building a resilient, inclusive, and rights-based digital social
protection system.

Digital transformation in social protection encompasses four interrelated components:

i.  Digital Identification Systems: Unique identifiers enabling beneficiary
verification.

ii.  Integrated Social Registries: Centralized databases linking household socio-
economic data across programs.

iii.  Management Information Systems: Platforms for enrolment, monitoring, and
reporting.

iv.  Electronic Benefit Transfers: Digital disbursement mechanisms reducing
leakages and transaction costs.

DIGITAL
TRANSFORMATION
IN SOCIAL
PROTECTION

ELECTRONIC BENEFIT
TRANSFERS (EBT)

Figure : Conceptual Framework: Digital Transformation in Social Protection

According to the (International Labour Organization, 2025), digital systems support
universal social protection by reducing administrative costs, improving targeting
accuracy, and enabling crisis responsiveness.

However, digital transformation must be inclusive and rights-based to prevent digital
exclusion and privacy risks.
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In Nepal’s federal structure, digital transformation must also address intergovernmental
coordination across federal, provincial, and local governments, which administer
various social protection schemes.

1.3 Objectives of the study

The main objective of the study is to examine the status of Social Security Protection,
impact of Digital Transformation, and to propose policy recommendations. Therefore,
the specific objectives of the study are as follows:

i.  Examine Nepal’s social security system and identify challenges in coordination,
governance, and service delivery.

il.  Assess the role of digital transformation and integrated digital infrastructure in
improving efficiency, transparency, and inclusion.

iii.  Provide policy recommendations to build a resilient, inclusive, and rights-based
digital social protection system.

1.4 Research Methodology

This study adopts a qualitative and descriptive research design to examine the digital
transformation of Nepal’s social security system . Data were collected from secondary
sources, including government reports, policy documents, academic literature, and
international development publications from organizations such as the International
Labour Organization and the World Bank. Key focus areas included institutional
coordination, digital public infrastructure, integrated social registries, electronic benefit
transfers, and policy reforms.

A document analysis approach was applied to assess the current institutional setup,
challenges, and progress in digitalization. Quantitative data such as social protection
expenditures, program coverage, and beneficiary statistics were analyzed descriptively
to provide context and highlight trends. The study also used comparative analysis with
regional countries to evaluate Nepal’s social protection expenditure and digitalization
initiatives. The study uses tables, charts and bar diagrams to present the data effectively.
MS Office tools were used for document management, data analysis, presentation,
communication, and data organization. The linear trend based on existing historical time
series data has been forecasted using MS Excel with the information of x, known_y’s,
and known_x’s.

The function uses the linear regression formula:
y=a+ bx

Where: slope (b) and intercept (a) are calculated using:
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The methodology emphasizes the link between digital transformation and social
protection outcomes, focusing on efficiency, inclusion, transparency, and crisis
responsiveness. Limitations include reliance on secondary data and potential
inconsistencies in reporting across agencies, which were mitigated by cross-verifying
multiple sources. This approach allows a comprehensive understanding of how
digitalization can reform Nepal’s social security system while providing evidence-
based policy recommendations.

anda =y — bx’

2. Findings and Analysis of Data

The findings and analysis of data include the Status of Social Security in Nepal, Benefits
of Digital Transformation in Social Security, Institutional Coordination of Social
Security in Nepal, Digital Public Infrastructure and Social Protection Reform, and
Challenges and Structural Constraints.

2.1 Status of Social Security in Nepal

Social security and protection programs in Nepal are currently being implemented
through 14 ministries of the Government of Nepal and their respective departments,
various committees, and special funds under separate policy arrangements. Provincial
governments and local levels have also started operating social security and protection
programs. However, due to the lack of coordination and integration among these
programs, duplication and overlap have not been effectively avoided (National Planning
Commission, 2080).

Table 1: Social Protection Cost of 2020-2022 (Percentage of the GDP)

Country Income Group Total Expenditure on Social Protection
Excluding Health
Afghanistan | Low Income 1.8
Bangladesh | Low-Medium  Income 0.7
Bhutan Low-Medium  Income 1.0
China High Income 7.2
India Low-Medium  Income 1.4
Maldives High Income 2.9
Nepal Low Income 2.1
Pakistan Low-Medium  Income 1.9
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Country Income Group Total Expenditure on Social Protection
Excluding Health

Sri-lanka High Medium Income 3.2

Source: (International Labour Organization, 2021)

The table presents social protection expenditure (excluding health) as a percentage of
GDP for selected South and East Asian countries during 2020-2022, revealing notable
disparities across income groups. High-income countries allocate relatively larger
shares, with China leading at 7.2% and the Maldives at 2.9%. Sri Lanka, a high-middle-
income country, also shows significant spending at 3.2%. Among low-income
countries, Nepal spends 2.1%, slightly higher than Afghanistan’s 1.8%, indicating a
comparatively stronger commitment despite limited resources.

Chart 1: Total Expenditure on Social Protection Excluding Health
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In contrast, the bar diagram shows lower middle-income countries such as Bangladesh
(0.7%), Bhutan (1.0%), India (1.4%), and Pakistan (1.9%) allocate smaller shares.
Overall, the data suggests a positive relationship between income level and social
protection spending, though Nepal stands out among low-income countries for its
relatively higher investment. The diagram showed the distribution of Social Protection
Expenditure ranges from 0.7 to 3.2 percentage in South Asia.
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Table 2: Overview of Social Security and Protection Programs

Program Area / Major Programs

Schemes and
Initiatives (Number)

(a) Social Assistance

51

Social Security Allowance

5

Rescue and Relief

4

Relief and Rehabilitation

—

Scholarships

—
[\

School Meal Program

Vaccination and Disease Control Programs

Health Services

Free Health Checkup

Maternal Health Program

Child Welfare Programs

Safe Housing Program

Social Welfare (including care and support)

W N[N W N0 W DN

(b) Social Insurance

—
~J

Interest, Insurance and Relief Grants

Social Security Fund

Employee Provident Fund

Health Insurance

Third-Party Insurance in Transport

Crop and Livestock Insurance

(c) Contribution-Based Social Security Programs

11

(d) Labour Insurance and Employment

(e) Legal Assistance

Total Programs

87

Source: (National Planning Commision , 2080)
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The table summarizes Nepal’s 87 social security and protection programs, in which
social assistance dominates with 51 schemes, covering allowances, health, education,
and welfare. Other areas include social insurance 17, contribution-based programs 11,
labour insurance and employment 7, and legal assistance 1, reflecting a mix of direct
support, insurance, and worker protection.

Table 3: National Budget Allocation/Expenditure on Social Security and Annual
Growth

(Rs. in Lakhs)

Fiscal Year | Social Security Allocation | Total National Budget | Percentag
e (%)
2015/16 692,468 8,194,689 8.45
2016/17 961,134 10,489,214 9.16
2017/18 1,026,399 12,789,949 8.03
2018/19 1,130,645 13,151,617 8.60
2019/20 1,572,725 15,329,671 10.26
2020/21 1,887,413 14,746,454 12.80
2021/22 2,528,009 16,475,767 15.34
2022/23 2,530,360 17,938,373 14.11
2023/24 2,587,919 17,513,121 14.78
2024/25 2,593,564 14,603,030 17.76
2025/26 2,674,224 19,641,100 13.62
2026/27* 3,191,957 20,001,714 15.96

Note: Estimated for the year 2026/27*

Source: (Ministry of Finance, Various Years)

Social security allocation in Nepal increased significantly from Rs. 692,468 lakhs in
2015/16 to Rs. 2,674,224 lakhs in 2025/26, indicating a strong upward trend in
government spending. The share of social security in the total national budget also rose
overall from 8.45 percent to 13.62 percent during this period.
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Chart 2: National Budget Allocation/Expenditure on Social Security and Annual
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A major expansion occurred after 2019/20, when allocations crossed Rs. 1.5 million
lakhs and continued to grow steadily. The highest budget share was recorded in 2024/25
at 17.76 percent, reflecting a strong policy priority toward social protection. Although
the total national budget fluctuated in some fiscal years, social security spending
remained consistently high. Overall, the trend demonstrates the government’s
increasing commitment to strengthening social protection with moderate year-to-year
variations. The trend analysis of the study shows an estimated social security allocation
amounting to Rs. 3,191,957, with a total national budget amounting to Rs. 20,001,714
in 2026/27*. The percentage contribution to social security in the upcoming year is
assumed to reach 15.96 percentage, which is the second-highest contribution among the
last decade.

2.2 Institutional Coordination of Social Security in Nepal

Nepal has made measurable advances in digitization particularly in civil registration
and electronic payment systems, but institutional coordination, digital literacy gaps,
infrastructure disparities, and data governance weaknesses continue to limit full system
integration. Strategic investment in interoperable platforms, data protection
frameworks, and inclusive digital access is essential to achieving universal and
equitable social security coverage. Nepal’s social security protection structure includes:
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e Non-contributory social assistance programs are funded through the national
budget.

e Contributory social insurance schemes are  primarily managed by the Social
Security Fund.

e Civil registration and demographic databases are managed through local
governments.

e Emerging integrated registry initiatives under national digital transformation
efforts.

The introduction of the Integrated National Social Protection Framework (INSPF) in
2023 signalled a policy commitment to harmonize over 80 schemes into a lifecycle-
based framework (Phuyal, 2024). Digital infrastructure is central to operationalizing
this integration.

Given 87 types of social security distributed by the government of Nepal through
different ministries, departments at the state and local levels of government should be
coordinated for effective distribution and transparent allocation of the budget. The
major allowances, such as Senior Citizen Allowance, Single Women (Widow)
Allowance, Disability Allowance, Child Protection Grant (Child Allowance) and
Endangered Indigenous Nationalities Allowance, distributed every four months at the
local level by the Ministry of Home should be made responsible and change the
authority to the Ministry of Federal Affairs and General Administration (National
Planning Commission, 2080).

The major ministries of the Federal Government regarding Social Security are Ministry
of Finance; Ministry of Home Affairs; Ministry of Health and Population; Ministry of
Education, Science and Technology; Ministry of Labour, Employment and Social
Security; Ministry of Agriculture and Livestock Development; Ministry of Physical
Infrastructure and Transport; Ministry of Federal Affairs and General Administration;
Ministry of Land Management, Cooperatives and Poverty Alleviation; Ministry of
Culture, Tourism and Civil Aviation; Ministry of Urban Development; Ministry of
Youth and Sports; Ministry of Women, Children, and Senior Citizens; Ministry of Law,
Justice, and Parliamentary Affairs. Similarly, the Provincial Government and its entities
also participated in the program. However, the major role is of Local Government in
the case of distribution is played for the dissemination of the allowance. Nepali Army,
Nepal Police, and Armed Police Force also contributed a significant amount of the funds
in the Social Security program. In addition, the Insurance Board, the = Health Insurance
Board, the Social Security Fund, the Council for Technical Education and Vocational
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Training and the National Disaster Risk Reduction and Management Authority also play
a vital role in Social Security Protection.

2.3 Benefits of Digital Transformation in Social Security

The major benefits of Digital Transformation in Social Security consist of
Administrative Efficiency and Cost Reduction, Transparency and Accountability,
Expanded Coverage, and Crisis Responsiveness

2.3.1 Administrative Efficiency and Cost Reduction

Digitized workflows reduce paperwork, minimize duplication, and streamline
enrolment processes. Electronic systems enable real-time verification and automated
record management, lowering administrative overhead.

2.3.2 Transparency and Accountability

Digital systems generate traceable transaction records, reducing opportunities for
corruption. Electronic payment systems allow monitoring of disbursement flows,
improving fiscal accountability.

2.3.3 Expanded Coverage

Nepal’s labour market is predominantly informal, with over 80% of workers engaged
outside formal employment structures. Digital enrollment campaigns targeting informal
workers through the Social Security Fund rely heavily on online registration systems
and mobile platforms (fundsforNGOs, 2025). Digital platforms facilitate outreach
beyond traditional employer-based enrollment.

2.3.4 Crisis Responsiveness

Digital registries enhance the government’s capacity to respond during crises such as
pandemics or natural disasters. Real-time beneficiary databases allow rapid
identification of affected populations and timely disbursement of emergency support.

2.4 Digital Public Infrastructure and Social Protection Reform

Digital identity forms an essential building block for integrated social security systems.
While Nepal has not yet fully implemented an internationally interoperable digital
identity system equivalent to Aadhaar in India or SingPass in Singapore, national efforts
such as efforts to strengthen the civil registration and national identification systems are
underway. These systems aim to provide unique identifiers that can be used across
social services, reducing administrative duplication and streamlining access (Bhatta,
2026).
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2.4.1 Civil Registration Digitization

Civil registration is foundational for beneficiary identification. Nepal has achieved
substantial progress in digitizing vital event registration systems. According to the
World Bank, over 97% of wards now register births, deaths, and other vital events
through online systems. Birth registration rates for children under five increased from
58% in 2014 to 77% in 2019 following digitization reforms.

This digital shift enhances data reliability, reduces duplication, and supports the
development of integrated social registries. Improved civil registration directly
strengthens eligibility verification processes for child grants and elderly allowances.

2.4.2 Electronic Payment Systems

Nepal has transitioned from cash-based disbursement of Social Security Allowances
(SSA) to electronic bank transfers. Approximately 3.5 million beneficiaries receive
payments through banking channels nationwide (World Bank, 2023). Electronic Benefit
Transfers (EBTs) have reduced leakage risks, increased transparency, and strengthened
audit trails.

Digital payments also promote financial inclusion by linking beneficiaries with formal
banking systems. However, challenges remain in remote areas where banking
infrastructure and digital literacy are limited.

2.4.3 Integrated Social Registry Development

The World Bank approved a $50 million Digital Transformation Project in 2026 to
strengthen Nepal’s digital public infrastructure, including the development of an
Integrated Social Registry (World Bank, 2026). The registry aims to consolidate
demographic and socio-economic data across programs, enabling interoperability and
unified targeting.

Integrated registries are critical for reducing duplication, minimizing exclusion errors,
and supporting policy coordination. By linking social assistance databases with civil
registration and identity systems, Nepal can transition from program-specific databases
to a unified beneficiary architecture.

2.4.4 Digital Governance Frameworks

Nepal’s Digital Nepal Framework 2.0 emphasizes cloud infrastructure, data exchange
platforms, and digital identity systems as foundational pillars for digital public services
(Ekantipur, 2082). These reforms are not limited to social protection but create a cross-
sectoral infrastructure necessary for integrated welfare delivery.

EAS



The successful implementation of integrated digital social security systems requires
strong institutional coordination. Fragmented governance structures and capacity
deficiencies can impede interoperability across government agencies. While strategic
frameworks such as the Digital Transformation Strategic Plan in Social Protection
(2024-2028) emphasise data harmonization and governance reforms, effective
implementation will require sustained institutional alignment and capacity building
(National Social Protection Council, 2024).

2.5 Challenges and Structural Constraints

The major challenges and structural constraints consist of Digital Divide and
Infrastructure Disparities, Digital Literacy and Inclusion, Institutional Fragmentation,
and Data Governance and Privacy, which are identified and presented below.

2.5.1 Digital Divide and Infrastructure Disparities

Nepal’s mountainous geography and rural-urban disparities hinder universal
connectivity. According to Rajkarnikar (2025), limitations in IT infrastructure and
uneven internet penetration constrain digital service delivery at the local level. Without
universal connectivity, digital transformation risks excluding vulnerable populations.

2.5.2 Digital Literacy and Inclusion

Low digital literacy among the elderly and marginalized communities present barriers
to effective adoption of digital platforms. Social security beneficiaries, particularly
elderly recipients, may face challenges navigating digital systems.

2.5.3 Institutional Fragmentation

Federal restructuring has created overlapping administrative responsibilities across tiers
of government. Effective digital transformation requires interoperability and
coordinated governance across ministries and local bodies.

2.5.4 Data Governance and Privacy

The expansion of integrated registries raises concerns regarding data protection,
cybersecurity, and privacy rights. Robust legal frameworks are essential to safeguard
personal information and ensure ethical data use.

3. Conclusion and Policy Recommendations

Nepal stands at a pivotal juncture in modernizing its social security system. Significant
strides have been made in digitizing civil registration, implementing electronic payment
systems, and initiating integrated registry development. Support from international
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partners such as the World Bank and guidance from the International Labour
Organization reinforce national efforts.

Yet digital transformation alone does not guarantee inclusion. Infrastructure disparities,
governance gaps, and digital literacy challenges must be addressed to ensure equitable
access. A strategic, inclusive, and legally grounded approach to digital public
infrastructure can enable Nepal to build a resilient, transparent, and integrated social
security system capable of supporting its citizens across the life cycle.

Nepal’s digital transformation in the social security system reflects global trends
toward digital public infrastructure. The digitization of civil registration and electronic
payment systems demonstrates tangible progress. However, integration remains
incomplete. The success of the Integrated Social Registry and Digital Transformation
Project will depend on sustained institutional coordination and inclusive
implementation.

Develop a Comprehensive Data Protection Law: Establish clear data governance
standards and cybersecurity protocols.

Invest in Rural Connectivity: Expand broadband and mobile network infrastructure
to remote areas.

Promote Digital Literacy Programs: Target vulnerable beneficiaries with user-
friendly digital education initiatives.

Enhance Interoperability Standards: Adopt standardized data exchange protocols
across ministries.

Institutional Capacity Building: Train public officials in digital governance, MIS
management, and data analytics.

Rights-Based Design: Ensure digital systems include grievance redress mechanisms
and accessibility accommodations.

Digital transformation should not be viewed merely as technological modernization but
as governance reform. The integration of systems must align with principles of equity,
accountability, and social justice. If implemented inclusively, digital transformation can
enhance Nepal’s capacity to achieve universal social protection consistent with the
Sustainable Development Goals.
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Lessons from China's 15th Five-Year Plan (2026-2030) for Nepal's
Development Planning

# Ranjita Pokhrael'**
& Sagar Baral'"™”

Abstract:

China’s successive five-year plans rank among the most studied instruments of
national development planning in the world. The recently adopted 15th Five-Year
Plan (2026-2030) draws on decades of accumulated experience to build a framework
that balances long-term strategic vision with adaptive implementation. For Nepal, a
country with a 67-year history of periodic planning yet stubbornly low
implementation rates, China’s approach offers lessons that are both substantive and
actionable. This article examines six of them: evidence-based target setting and mid-
term adjustment, concentration of resources on major transformative projects; the
embedding of short-term goals within a long-term vision architecture; alignment of
plans across governance tiers;, green and digital transitions as structural
development drivers; and the building of implementation capacity beyond the
planning document itself. Bringing these lessons to bear on Nepal’s ongoing 16th
Periodic Plan (2024/25-2028/29) and future planning cycles offers a practical path
toward closing the country’s persistent gap between planning ambition and
development outcomes.

Keywords: China 15th Five-Year Plan, plan implementation, evidence-based

planning, transformative projects, green development, digital economy.

1. Background

Nepal has formulated sixteen periodic plans since 1956. Yet despite this long planning
history, a recurring observation across plan reviews is a stubborn gap between
formulation and implementation. The 16th Periodic Plan itself is candid about this:
‘Looking at the picture in totality, the achievements made look low as compared to
availability of resources and development potential at hand’ (NPC, 2024). Structural
obstacles, including political instability, weak institutional capacity, low capital budget
absorption, and fragmented inter-agency coordination, have repeatedly prevented well-
articulated development aspirations from translating into tangible outcomes.
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China’s experience with five-year planning offers a striking counterpoint. Since 1953,
it has formulated and implemented fourteen plans that have driven extraordinary
economic and social transformation, lifting over 800 million people out of poverty,
building the world’s largest high-speed rail network, and developing a manufacturing
base that now accounts for roughly 29 percent of global output. Martin Jacques, a
British scholar, has observed that China has ‘cracked’ planning ‘in a way that I don’t
think any other country has cracked it’ (Xinhua, 2025).

China’s 15th Five-Year Plan (2026-2030), formally adopted by the National People’s
Congress in March 2026, is not simply a continuation of what came before. It is a
deliberately recalibrated strategy, one that draws on fourteen previous plans, confronts
structural challenges head-on, and reorients national priorities for a rapidly shifting
global environment. For Nepal, the plan is instructive not as a blueprint to replicate
wholesale, but as a source of planning methodology, institutional design, and strategic
orientation, all adapted to Nepal’s own political economy and stage of development.

This article is organized around six principal lessons that Nepal’s planners and
policymakers can draw from China’s 15th Five-Year Plan. Each is examined through
three questions: what does China do, why does it matter, and how might Nepal adapt it
within a federal, democratic, and resource-constrained context.

2. Main Analysis

2.1 Lesson One: Treating Plans as Living Documents - Evidence-Based Targets
and Adaptive Management

What sets China’s five-year planning process apart is its disciplined approach to
formulation, monitoring, and mid-course correction. Preparation for the 15th Five-Year
Plan began as early as December 2023, with a National Development and Reform
Commission (NDRC) preliminary study, followed by a mid-term evaluation of the 14th
plan, extensive research and consultation, inter-agency coordination, expert review, and
public solicitation, all before final approval by the National People’s Congress. This
multi-year preparation cycle ensures that targets are grounded in evidence, reflect
lessons from the previous plan, and can realistically be met within the plan period.

Crucially, China does not treat plan targets as fixed aspirations. The 15th FYP provides
for ‘dynamic monitoring of plan implementation’ and mandates ‘mid-term and final
assessments’ with a commitment to make ‘prompt adjustments to work priorities based
on evaluation results’ (Qstheory, 2025). This willingness to correct course without
abandoning strategic direction is precisely what distinguishes China’s planning from
many developing-country systems, where mid-term reviews, when they happen at all,
rarely lead to operational adjustments.
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The implication for Nepal is clear. The 16th Plan sets ambitious quantitative targets: a
7.3 percent growth rate, per capita income of USD 2,413, and an HDI of 0.650. But
translating these targets into robust monitoring frameworks, ones that genuinely trigger
policy and budget adjustments, remains weak. Nepal’s National Planning Commission
should institutionalize a structured, binding mid-term review, backed by real-time data
systems and tied directly to the medium-term expenditure framework. Plans should
drive management decisions, not just document national aspirations.

2.2 Lesson Two: Concentrating Resources on Transformative Major Projects

A hallmark of China’s planning tradition is the identification and ring-fencing of major
projects that serve as ‘strategic, guiding programs that serve long-term imperatives’
(Qstheory, 2025). From the 156 Soviet-assisted projects in the First Five-Year Plan to
165 major projects in the 13th and 102 in the 14th, China has consistently used anchor
projects to mobilize public investment, catalyze private participation, and build
transformative infrastructure and industrial capacity (Xinhua, 2025). The 15th FYP
carries this forward, with major projects in semiconductors, clean energy, digital
infrastructure, and trans-regional connectivity forming the material backbone of the
plan.

This project-centered approach does several things at once: it provides visible, time-
bound implementation targets; it enables coordinated inter-agency resource
mobilization; it aligns subnational plans around a common set of national priorities; and
it makes plan success measurable through project completion rather than diffuse
sectoral indicators.

Nepal’s planning history shows a familiar pattern: ambitious project lists that stall well
before the end of each plan period, compounded by low capital budget absorption,
inadequate project preparation, and weak inter-agency coordination. The 16th Plan
designates ‘national pride projects’ as priorities but does not establish the resource lock-
in, institutional coordination, or public accountability that characterize China’s major
project framework. Nepal should identify a focused portfolio of 10-15 genuinely
transformative projects per plan period, spanning hydropower, cross-Himalayan
connectivity, digital infrastructure, and industrial zones, and pair each with a dedicated
implementation unit, multi-year budget commitments, and quarterly accountability
mechanisms.

93K



2.3 Lesson Three: Embedding Short-Term Plans within a Long-Term Vision
Architecture

China’s 15th Five-Year Plan is not a standalone document. It is explicitly framed as a
‘crucial step’ within a longer arc that includes ‘socialist modernization by 2035’ and the
broader ‘Chinese Dream’ of national rejuvenation by 2049 (CPUSA, 2026). The 15th
FYP, together with the 14th and the forthcoming 16th, forms a trilogy of plans
conceived as a unified stride toward the 2035 milestone. This embeddedness within a
longer time horizon gives China’s five-year plans their strategic coherence, as decisions
within any given plan period are measured against 15- to 30-year objectives, not just
immediate targets.

This architecture preserves continuity across leadership transitions and prevents
successive plans from reinventing strategic priorities from scratch. It also allows China
to take a patient, compounding approach to capacity building, accepting that
investments in basic research, education quality, or infrastructure networks may not pay
off within a single five-year cycle.

Nepal’s planning system is anchored in the 25-year Long-Term Vision (2019-2043)
‘Prosperous Nepal, Happy Nepali,” but in practice has struggled to sustain strategic
continuity across plans and political transitions. Frequent government changes have
periodically altered or disrupted plan priorities, and successive plans have often
revisited fundamental questions that long-term vision documents should have settled.
Nepal should strengthen the institutional standing of its long-term vision by embedding
specific five-year milestones within it, considering legally binding five-year milestones
through planning legislation, and requiring each new periodic plan to be formally
assessed against long-term benchmarks before it can be adopted.

2.4 Lesson Four: Vertical Integration of Plans Across Federal Governance Tiers

Among the most sophisticated features of China’s planning system is how thoroughly
it integrates plans across governance levels. The 15th FYP specifies that national plans
are ‘fleshed out through subject-specific plans, further advanced through regional plans,
and supported by territorial space plans’ so that ‘the CPC Central Committee’s strategic
intentions are fully implemented across all sectors and regions’ (Qstheory, 2025). This
cascading structure is what makes coherence between national priorities and
subnational execution possible in a geographically diverse country.

China achieves this integration through several institutional mechanisms: standardized
planning formats across levels, fiscal transfers tied to plan priorities, mandatory
alignment reviews between subnational and national plans, and performance evaluation
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systems that hold local officials accountable for national plan targets within their
jurisdictions. The NDRC’s coordinating role across sectors and regions goes well
beyond passive monitoring.

Nepal’s transition to federalism in 2015 created three tiers of government (federal,
provincial, and local), each with constitutionally mandated planning responsibilities.
But alignment between federal periodic plans and those at the provincial and local levels
remains weak. Subnational governments often formulate plans with little guidance on
how their objectives should connect to federal targets. Fiscal transfers are not
consistently tied to plan priorities, and cross-tier performance evaluation is still
underdeveloped. Nepal’s NPC should establish a formal vertical alignment framework:
standardized planning guidelines for all three tiers, performance incentives linked to
plan implementation, and a national planning data system that consolidates results
across governance levels. Without this, federal democracy cannot deliver on its
development promises.

2.5 Lesson Five: Using Green and Digital Transitions as Structural Development
Drivers

China’s 15th Five-Year Plan treats green development and digital transformation not as
sectoral add-ons but as the structural engines of the national economy. On the green
side, the plan commits to cutting CO2 emissions per unit of GDP by 17 percent over
2026-2030, raising non-fossil energy to 25 percent of total consumption, and building
governance frameworks for carbon accounting and trading, while making
environmental protection a binding constraint on industrial growth rather than a
voluntary aspiration (IGSD, 2026). On the digital side, it targets digital economy value-
added at 12.5 percent of GDP by 2030 and embeds Al, industrial internet, and data
technologies across the entire economy under the ‘Digital China’ initiative.

What sets China’s approach apart is that both transitions are treated as economic
opportunities, not compliance obligations. Green technology sectors such as solar
energy, electric vehicles, and batteries have become major sources of export earnings
and employment. The digital economy has driven productivity gains across
manufacturing, services, and public administration. The 15th FYP deepens both
transitions precisely because they have proven to generate real productive capacity, not
merely environmental or technological milestones.

Nepal is well-positioned for both transitions, though the potential remains largely
unrealized. With an estimated 42,000 MW of technically feasible hydropower, Nepal is
one of the most water-rich countries in the world on a per capita basis. The 16th Plan
includes hydropower expansion as a priority, but a coherent green economy strategy
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covering green finance, carbon market participation, green export frameworks, and
climate-resilient infrastructure remains fragmented. The digital economy story is
similar: mobile penetration exceeds 140 percent, digital governance commitments have
been made, and remittance-driven financial inclusion is widespread, yet digital
integration into production and services sectors lags far behind what is possible. Nepal
should treat green and digital transitions not as donor-funded side programs but as
central structural pillars of each planning cycle, with dedicated chapters, cross-sectoral
coordination, and measurable targets for their contribution to GDP and employment.

2.6 Lesson Six: Building Implementation Muscles - Mechanisms Beyond the
Document

Perhaps the most important and most transferable lesson from China’s 15th Five-Year
Plan is this: a plan’s quality is determined not by what it says but by the machinery
behind it. Over 70 years of iteration, China has developed a sophisticated set of
implementation mechanisms that keep plan objectives connected to action: dedicated
inter-ministerial coordination bodies, subnational performance evaluation systems tied
to plan targets, legislative backing for implementation, multi-year budget commitments
for major projects, real-time monitoring dashboards, and formal mid-term reviews that
trigger binding adjustments (Qstheory, 2025). The NDRC functions not merely as a
formulation body but as a powerful coordination and oversight institution throughout
the life of each plan.

China has also shown a capacity for what might be called ‘priority management’: the
discipline to resist proliferating objectives and keep focus on a limited set of strategic
priorities. The 15th FYP’s shift from measuring semiconductor self-sufficiency by
production volume to measuring it by digital economy penetration of GDP is a telling
sign of this maturity: it is a plan that has learned to track outcomes, not inputs.

Nepal’s implementation challenge is multi-dimensional: weak inter-agency
coordination, low capital budget execution, politically driven project selection,
inadequate project preparation, and a planning commission with limited authority to
enforce plan discipline after publication. The 16th Plan itself acknowledges that
‘ambitious plan formulation that ends up in implementation below expectation’ is a
chronic problem (NPC, 2024). Nepal needs to invest in implementation infrastructure
as seriously as it invests in plan formulation. That means strengthening the NPC’s
oversight mandate, linking a national project monitoring system to the budget
management system, creating inter-ministerial task forces for priority projects, and
building a civil service culture that prizes implementation accountability as much as
analytical quality.
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3. Conclusion

China’s 15th Five-Year Plan (2026-2030) is more than a set of development targets for
the world’s second-largest economy. It is the product of seven decades of planning
learning: a sophisticated, adaptive, and institutionally grounded approach to national
development management that has delivered results few planners in the mid-twentieth
century would have thought achievable. For Nepal, a country with a rich planning
history but a persistent implementation deficit, the lessons embedded in China’s
methodology are both timely and practical.

The six lessons examined here (evidence-based adaptive management, major project
concentration, long-term vision embeddedness, vertical federal alignment, green and
digital transitions as structural drivers, and investment in implementation architecture)
do not require Nepal to replicate China’s political system or match its planning scale.
What they require is a change in planning discipline: treating plans as management tools
rather than aspiration documents, aligning resource allocation with stated priorities, and
building the institutional capacity needed to convert well-formulated national visions
into measurable development outcomes.

As Nepal implements its 16th Periodic Plan and will turn toward the 17th in future, the
window for meaningful planning reform is open. The country’s approaching graduation
from LDC status, its shift to a federal governance structure, and its deepening regional
integration together create both the urgency and the opportunity to build a planning
system that fulfills Nepal’s development endeavours. China’s experience, distilled in
its 15th Five-Year Plan, offers a practical reference for this journey, not as a model to
imitate, but as a mirror in which Nepal can more clearly see its own planning
possibilities.

4. Policy Recommendations for Nepal

Drawing on the six lessons analyzed above, the following policy recommendations are
proposed for Nepal’s National Planning Commission, the Government of Nepal, and
relevant stakeholders seeking to strengthen the country’s development planning and
implementation system:

(1) Institutionalize a Structured Mid-Term Plan Review: Nepal’s NPC should
formalize a binding mid-term review of each periodic plan, scheduled at the
plan’s midpoint, with a mandate to adjust sectoral targets, reallocate budgetary
resources, and revise implementation strategies based on actual progress. This
review should be directly linked to the medium-term expenditure framework so
that fiscal implications are acted upon, not merely noted.
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(i)

(iii)

(iv)

v)

(vi)

(vii)

Adopt a Major Transformative Projects Model: At the start of each plan
period, Nepal should identify a short, carefully prepared list of 10 to 15
nationally transformative projects spanning hydropower, digital infrastructure,
cross-border connectivity, and industrial development. Each project should have
a dedicated implementation unit, ring-fenced multi-year budget appropriations,
defined milestones, and a quarterly public accountability mechanism reporting
to the NPC.

Legally Anchor the Long-Term Vision: The 25-year Long-Term Vision
(2019-2043) should be given formal legal status through a dedicated Long-
Term Vision Act that establishes it as the statutory foundation for all periodic
plans. Each new periodic plan should be required to demonstrate alignment with
long-term vision milestones as a condition of formal adoption by the National
Development Council.

Establish a Vertical Plan Alignment Framework: Nepal’s NPC should
develop standardized planning guidelines, templates, and sector-specific targets
for provincial and local governments that tie directly to federal periodic plan
priorities. Intergovernmental fiscal transfers should incorporate performance
incentives that reward subnational governments demonstrating measurable
contributions  to national plan targets.

Develop a National Real-Time Plan Monitoring System: Nepal should invest
in a unified digital monitoring platform that tracks the implementation status of
all plan targets, major projects, and budget expenditures across all three tiers of
government. The system should be publicly accessible, updated quarterly, and
integrated with the national budget management information system to enable
evidence-based decisions at every level of government.

Elevate Green Economy as a Core Planning Pillar: Drawing on China’s
green transition strategy, Nepal should develop a dedicated Green Economy
chapter within each periodic plan, covering hydropower expansion and energy
export, green finance and carbon market participation, climate-resilient
infrastructure standards, and green value chain development in agriculture and
tourism. Quantitative targets for the green economy’s contribution to GDP and
employment should be set and tracked across each plan period.

Integrate Digital Economy Across All Sectors: Nepal should adopt a Digital
Economy Integration Strategy within its planning framework, with measurable
targets for digital penetration across manufacturing, agriculture, financial
services, and public administration. Taking a cue from China’s ‘Digital China’
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initiative, Nepal should set clear targets for the digital economy’s contribution
to GDP growth within each plan period and establish the inter-ministerial
coordination needed to advance this agenda.

(viii) Strengthen the NPC's Implementation Oversight Mandate: Nepal’s National
Planning Commission should have its role formally expanded beyond plan
formulation to encompass active implementation oversight, inter-ministerial
coordination, and binding accountability. This will likely require legislative
reform to grant the NPC authority to review and flag deviations from plan
priorities in annual budget allocations, a function analogous to the one China’s
NDRC plays.

(ix) Build a Planning and Implementation Culture within the Civil Service:
Nepal should embed development planning, project management, and
implementation accountability as core competencies within the civil service
training curriculum. Annual performance evaluations for senior civil servants
should include measurable indicators tied to plan implementation progress in
their respective sectors, helping to build an organizational culture that values
delivery as much as design and aligns bureaucratic incentives with national
development outcomes.
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Green Banking Initiatives: Pathways for Sustainable Financial
Transformation in Nepal

& Sirjana Chhetri''"

Abstract:

This article aims to review the global green banking initiatives and their status in
Nepal. As  climate change is the emerging challenge to Nepal, which directly affects
the financial and macroeconomic stability, the government and concerned authorities
must pay proper attention towards promoting environmentally resilient economic
activities. Green banking initiatives refer to adopting environmentally friendly
banking activities that promote environmental resiliency financing, which ultimately
reduces environmental damages and carbon footprints. Based on the review, major
initiatives adopted by South Asian central banks are the promotion of green and
sustainable bonds, Environmental and Social Risk Management Guidelines (ESRM),
green finance taxonomy, environmentally friendly financial instruments, climate risk
fund, sustainability rating, and climate-related stress testing of financial institutions.
The Central Bank of Nepal, in coordination with the government, has made different
efforts, such as ESRM guidelines, green finance taxonomy, priority sector lending,
promotion of green and energy bonds, etc. In future, policymakers should focus on
incentivizing green investment and bonds, integrating with corporate social
responsibility, climate risk-related stress testing, capacity development and
awareness, climate risk assessment and reporting at banks and financial institutions,
which ultimately supports achieving sustainable development goals and achieving
inclusive and sustainable economic development.

1. Introduction

Climate change is one of the emerging challenges for the global economy. Nepal is not
an exception in this list. Nepal is highly vulnerable to climate and environmental risks
due to its difficult topography, heavy dependence on agriculture, and increasing
exposure to natural disasters such as floods and landslides. Such risks have threatened
the livelihoods and posed significant risks to economic growth and financial stability.
In this context, green and climate finance have become a vital measure to mobilize
resources for sustainable investment and support the country’s transition towards a
climate-resilient economy. Nepal Rastra Bank also has a crucial role to play in this
context by incorporating climate risks into financial sector regulations and supervision.
This article tries to review the green banking initiatives taken in the global context as

11* Assistant Director, Bank Supervision Department, Nepal Rastra Bank, Baluwatar, Kathmandu.
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well as Nepal, and discusses the challenges to be addressed to ensure sustainable
development of the country.

2. Climate Risk Status

Available data on the potential impact of climate risk show that Nepal is one of the most
climate-vulnerable countries. The Climate Risk Index published by GERMANWATCH
ranks Nepal at 6th position on the climate risk among 174 countries, indicating high
vulnerability to climate risk. As per the Asian Development Bank (ADB), average
annual economic and non-economic loss stood at 0.08 percent of GDP during 1971—
2025, and such loss could reach up to 2.2 percent of GDP by 2050 and further increase
significantly to 9.9 percent by 2100 if sufficient risk mitigation measures are not timely
adopted. As per Figure 1, St. Vincent and the Grenadines is the most climate-affected
country in the world, followed by Grenada and Chad. Out of the 10 most affected
countries, four countries are from Asia, namely Nepal, Philippines, Myanmar and
Vietnam, which shows that Nepal is in 1% position in climate-affected countries in Asia
in 2024.

Figure 1: Top 10 Most Affected Countries in 2024

Fatalities per L00,000 [l Fatalities [l Affected per 100,000 Affected [l Losses % of GDP Losses

2. Grenada

3. Chad

.

Source: (Germanwatch, 2026)

4., Papua New Guinea

5. Niger

7. Philippines

10. Vietnam

The Climate Risk Index of the South Asian Countries also puts Nepal at the top of the
list of highly vulnerable countries in the Region, ranking at 6 position globally in 2024,
followed by Bangladesh and India. During 1995-2024, India too faced high climate
vulnerability, lying at 9™ position out of the 174 countries, whereas Nepal was in 26"
position globally and in 4™ position in South Asia. Other countries in the region, such
as Bhutan, Maldives, Pakistan, and Sri Lanka, are moderately vulnerable to climate
change risk (Table 1). This indicates that South Asian countries are highly climate-risk-
affected countries in the world.
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Table 1: Climate Risk Index Ranking of South Asian Countries

S.N Name of Country Rank 2024 Rank 1995-2024

1 Bangladesh 13 13

2 Bhutan 110 137

3 India 15 9

4 Maldives 144 171

5 Nepal 6 26

6 Pakistan 47 15

8 Sri Lanka 52 41

Note: Lower Rank means more vulnerable.

Source: (Germanwatch, 2026)

Nepal's sensitivity to climate disasters is also relatively high. It ranks 8th in terms of
fatalities per 100,000 people and loss as a percentage of GDP, showing a substantial
impact relative to population and the size of the economy. It has significant but
relatively smaller consequences in total fatalities, affected individuals per 100,000, total
impacted population and total economic losses. These consequences are also significant
but comparatively lower than other indicators (Table 2).

Table 2: Climate Risk Indicators of Nepal

S.N Indicators Ranking
1 Fatalities per 100,000 gth
2 Fatalities 14t
3 Affected per 100,000 13t
4 Affected 11t
5 Losses % of GDP gth
6 Losses 18t

Source: (Germanwatch, 2026)

3. Global Initiatives for Climate Risk

Considering the potential impact of climate change risk on the world economy,
countries across the globe have taken individual as well as common measures for
mitigating the impact of such risk. Major global initiatives in this regard include the
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Paris Agreement, Green Climate Fund (GCF) and United Nations Environment
Program Finance Initiative (UNEP FI). The adoption of the Kyoto Protocol,
establishment of the Clean Development Mechanism (CDM), race to zero carbon,
Intergovernmental Panel on Climate Change, RE100, climate finance and carbon
market, the Equator Principles by IFC, and the Principles for Responsible Investment
by the European Investment Bank were some of the other key steps to achieve
significant milestones in green finance.

As climate risk directly affects financial stability, financial system regulators are also
concerned about such risk and have come forward with regulations to promote green
financing. Some of the key global initiatives taken by the financial regulators include
Network for Greening the Financial System (NGFS), Sustainable Banking and Finance
Network, Basel Guidelines, International Financial Reporting Requirements (IFRS),
Task Force on Climate-related Financial Disclosures (TCFD), Climate Stress Testing
Frameworks, Green Finance Taxonomies, Green Monetary Policy Initiatives, Green
Credit Policy, supporting carbon markets and Climate Risk into Financial Stability
Assessments.

Similarly, international financial institutions such as the International Monetary Fund
(IMF), World Bank (WB), and Asian Development Bank (ADB) have provided various
support and climate-resilient programs.IMF does macroeconomic surveillance and
stress testing for identifying the potential impact of climate risk. It also provides
concessional lending facilities  such as the Resilience and Sustainability Trust (RST).
Likewise, the WB provides technical assistance for climate risk mitigation, support for
the Climate Investment Funds, climate-resilient infrastructure, and disaster risk
management. Both the IMF and WB contribute to capacity building by providing
training and capacity development programs. ADB also provides technical and financial
support for climate-resilient and low-carbon projects. ADB supports energy transition
mechanisms and green infrastructure projects.

The Basel Committee on Banking Supervision (BCBS) has issued principles for banks
as well as supervisors to help them mitigate systemic and climate-related risks. The
principles range from understanding the impact of climate risk on the whole set of
banking risks to the role of supervisors for identifying, assessing, monitoring and
managing such risks.
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Box 1: BCBS's Principles for the Management of Climate-Related Financial Risks

A. Principles for Banks

1. Understanding Climate-Related Financial Risks

Organisational  Structure for Climate Risk Management
Integration of Climate Risk into the Risk Management Framework
Integration of Climate Risk into the Internal Control Framework
Addressing Climate Risk in Capital and Liquidity Adequacy

Risk Appetite and Risk Management Frameworks for Climate Risk
Internal Reporting Systems for Monitoring Climate-Related Financial Risks
Understanding the Impact of Climate Risk on Credit Risk
Understanding the Impact of Climate Risk on Market Risk
Understanding the Impact of Climate Risk on Liquidity Risk

A S N

._
S

11.  Understanding the Impact of Climate Risk on Operational Risk

12.  Scenario Analysis

B. Principles for Supervisors

13. Incorporation of Climate-Related Financial Risks into Business Strategy

14.  Adequate Identification, Monitoring, and Management of Climate-Related
Financial Risks

15. Assessment of the Appropriateness of Scenario Analysis

16. Supervisory Assessment of Climate-Related Financial Risks

17.  Adequate Supervisory Resources and Capacity

18. Scenario Analysis and Stress Testing

Equator principles were introduced in 2003 based on IFC's standard, which is generally
adopted by banks and financial institutions for managing environmental and social risk
in large projects. These principles are aligned with the Paris Agreement and mandatory
for large projects.

Box 2: Equator Core Principles for the Management of Environment and Social
Risks

Equator Principles:

1. Risk review and categorization

2. Risk Assessment
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[FC Standard
Stakeholder Engagement
Grievance management
Independent review
Legal Agreement

Monitoring and reporting

AR S R

Transparency and disclosure

4. Green Finance Initiatives in South Asian Countries

South Asian countries have adopted several initiatives for climate risk mitigation and
the promotion of green finance. Some of the major initiatives include the adoption of
sustainable development goals (SDGs), implementation of national action plans and
fiscal climate framework, green sovereign bond and green regulations for the banks and
financial institutions.

In this regard, the initiatives take by Nepal include the adoption of SDG goals, the
Environment Protection Act, the Climate Change Policy, Carbon Trading Regulation,
National Adaptation Plans, Climate Resilience and GESI strategies, Clean Energy
Program, Nepal Renewable Program, and Green, Resilient and Inclusive Development
(GRID) program. NRB has supported these initiatives through the implementation of
Environmental and Social Risk Management (ESRM) guidelines, Green Finance
Taxonomy, priority sector lending, deprived sector lending, international cooperation,
and issuance of the policy provision for the banks to issue green bonds.

India has made a commitment to net-zero emissions by 2070. Key green initiatives
taken in this context are the National Action Plan, the National Bio-energy Program,
Carbon trading and the green skills development program, among others. Likewise, the
Reserve Bank of India has supported such initiatives through programs such as green
deposits, sovereign green bonds, the climate-risk disclosure framework, and sustainable
financial products. Bangladesh has implemented various plans, including the Climate
Change Strategy and Action Plan, the Mujib Climate Prosperity Plan, and the Delta
Plan. Financial sector measures include the refinance program, ESRM guidelines, the
Green Transformation Fund, and green banking regulations.

Bhutan's major initiatives are the National Environment Strategy and Low Emission
Zero Waste by 2030, among many others. The central bank of Bhutan has supported the
Green Finance Taxonomy, ESRM guidelines, and provision for green bonds. In a
similar line, some of the major initiatives taken by the Maldives to mitigate climate risk
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impact are the Nationally Determined Contributions (NDCs), Energy Policy and
Strategy, and National Environment Action Plan III. The Maldives Monetary Authority
has supported various measures, including green finance taxonomy, ESG-focused
investments, and ESRM guidelines. Key policy measures taken by Pakistan include the
National Climate Change Policy, Clean Green Index, and National Economic
Transformation Plan. The central bank has implemented green banking guidelines,
green bonds and has promoted sustainable banking.

Sri Lanka has also implemented several measures in the context of mitigating the impact
of climate change and promoting green finance. Some of the prominent steps include
the National Environmental Policy, Green Procurement, SR/7R concepts and Climate
Prosperity Plan. Also, the measures taken by the central bank include the Sustainable
Finance Roadmap, Green Finance Taxonomy, and climate-resilient regulations.

Box 2: Key Efforts and Initiatives by South Asian Central Banks

Nepal Rastra Bank

e  Guideline on Environmental & Social Risk Management (ESRM) for Banks
and Financial Institutions (2022)

. Green Finance Taxonomy (2024)

o Green and Energy Bond

e  Priority Sector Lending (PSL)

. Membership of Sustainable Banking and Finance Network (2013)

e  Member at Alliance for Financial Inclusion-Inclusive Green Finance Working
Group

Reserve Bank of India

. Green Deposits Framework (2023)

. Green Finance Taxonomy

o Climate-related Financial Risks Disclosure Framework

o Business Responsibility and Sustainability Reporting (BRSR)

o Sustainable Finance Group under Regulation Department(2021)
o Sovereign Green Bonds (2023)

. Survey on Climate Risk and Sustainable Finance (2022)

e  Renewable energy financing, Blue Bonds and Yellow Bonds

. Membership in the Network for Greening the Financial System (2021)
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Bangladesh Bank

o Sustainable Finance Department

e  Policy Framework for Green Banking
o Green Bond Financing Policy (2022)
o Green Transformation Fund

. ESRM Guidelines (2017)

. Climate Risk Fund

. Sustainability Rating for banks and Non Bank and Financial Institutions
(2020)

o Green Refinance Scheme (2009)

e  Refinance for eco-friendly projects

e  Promotion of green bonds

Royal Monetary Authority of Bhutan

o Green Finance Taxonomy and Roadmap

o Green Bonds and Sustainable Finance Framework

o ESRM Guidelines

° Promotion of Sustainability Bonds

° Loan restructuring for climate-resilient loans
Maldives Monetary Authority

° Green Finance Taxonomy

o ESRM Guidelines

° Promotion of green bonds

e  Promotion of sustainability-linked financial instruments
e  Encouragement of ESG-focused investment vehicles
State Bank of Pakistan

o Green Banking Guidelines

e  Guidelines on issuing Green Bonds

e  Promotion of green and sustainable finance practices
e  Renewable energy and green projects financing

e  SME, Housing & Sustainable Finance Department
Central Bank of Sri Lanka

o Sustainable Finance Roadmap for the financial industry
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e  Promotion of green and sustainable financial instruments
. Sustainable Finance Roadmap (2025)

. Green Finance Taxonomy (2022)

e  National Climate Finance Strategy (2025-2030)

e  Membership in Sustainable Banking and Finance Network

5. Green Financing in Nepal

The Government of Nepal and Nepal Rastra Bank have taken several initiatives to
promote green financing. The Government of Nepal has secured US$ 87 million from
the Green Climate Fund and US$ 45 million from carbon trade with the World Bank.

NRB is promoting green lending toward the energy sector through banks and financial
institutions, which increased from Rs. 225 billion to Rs. 497 billion from 2077/78 to FY
2081/82, which was Rs. 273 billion, Rs. 358 billion and Rs. 420 billion in 2079, 2080
and 2081, respectively. Similarly, NRB has mandated priority sector lending toward
energy. Out of the total loan portfolio of commercial banks, 8.98 percent was disbursed
to the energy sector as of Asar 2082, which was 6 percent in Asar 2078, 5.8 percent in
2079, 6.96 percent in 2080 and 8.08 percent in 2081.

Figure 2: Green Lending to the Energy Sector by Nepalese Banks

Lending to Energy Sector by Mepalese Bank {in

billian) Lending to energy sector of Commercial Bank [
total loan]
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Z0E.E3%
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Source: Nepal Rastra Bank

To promote green financing, NRB has made a provision for the banks to issue
energy/green bonds. As of Mid-Jan 2026, NMB Bank Ltd has issued an energy bond
amount of Rs. 4.2 billion, and Nepal Infrastructure Bank Ltd. has issued the first-ever
green bond of Rs. 5 billion, which has been utilized in the climate-resilient sector and
project.
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Figure 3: Green and Energy Bond

Energy Bond by
MNXE Bank Ltd.

Eresn Bond by
Mepal Infrastructure
Sank Ltd

To increase the awareness among the bank staff, commercial banks have conducted 304
trainings in FY 2081.82, 163 trainings in FY 2080.81, 74 and 72 in FY 2079.80 and
2078.79 respectively, indicating an increasing number of trainings by banks. Similarly,
out of the total business loan portfolio, 35 percent loan passed through the
environmental and social due diligence process in FY 2081.82, which was 33 percent,
14 percent and 18 percent in FY 2080.81, 2079.80 and 2078.79, respectively, refers to
an increased number of environmental due diligence on the bank loan, which helps in
early identification of environmental risk  (Figure 4)

Figure 4: Environment and Social Risk Management Training and Environment
and Social due diligence

MNo. of ESRM training Environmental and Social Due
Dilliegence out of total business
loan (2:)
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Source: Nepal Rastra Bank
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Other initiatives in this regard include the incentives provided for the loan to renewable
energy and electric vehicle financing, a partnership with the Green Climate Fund and
concessional interest rates. Some of the banks have developed strategic partnerships
with foreign institutions to work in the area of climate finance. In addition, the private
equity funds, including the Dolma Impact Fund and Business Oxygen Private Limited,
are channeling their investment through FDI approval routes.

6. Challenges and Recommendations

Challenges
e Implementation of Green Finance Taxonomy
e Effective coordination between the government, NRB, and BFIs.
e (Capacity building for climate risk assessment, reporting, and standards.
e Increasing awareness
e Providing the hedging facility for foreign investors
e C(reating green investment opportunities
e Strengthening the ESG framework.
e Ensuring the availability of climate risk data.
e Integrating green financing with Corporate Social Responsibility

e [Effective implementation of the guidelines and taxonomy
7. Recommendations

e Establish a Green Finance Taskforce
e Implementation of ESRM Guidelines and Green Taxonomy

e Broadening the ESRM regulations to all financial institutions, microfinance,
and non-bank financial institutions

e (Capacity building and training programs

e Enhancing awareness, knowledge sharing and adaptation of best international
practices

e Incentives for the issuance of government and corporate green bonds
e Support for the development of innovative financial instruments

e Climate-related stress test for the financial sector

e Integrate green finance with CSR initiatives

e Data-driven risk assessment and reporting

e [Effective international coordination
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8. Conclusion

Nepal is one of the most vulnerable countries for climate risk impact, with a significant
potential threat to economic growth and financial stability. In this regard, green and
sustainable financing instruments are the key to low-carbon and climate-resilient
development.

The government of Nepal and the NRB have made major efforts to promote green and
climate-resilient finance. Nepal has benefited from global climate finance initiatives,
including carbon trading and the Green Climate Fund. In alignment with the
government's long-term net-zero strategy, NRB has formulated several policies, such
as the ESRM Guidelines, Green Finance Taxonomy, priority sector lending, promotion
of green and energy bonds and international collaboration. Such efforts have promoted
financing to climate-resilient and renewable energy sectors.

However, several challenges exist, including a lack of standardized reporting standards,
a lack of technical competence, a lack of reliable and sufficient climate risk data, poor
coordination, a lack of risk-sharing instruments, a lack of awareness and a lack of green
investment opportunities. Advancing green financing requires stronger regulatory
enforcement, capacity-building, effective coordination among government institutions,
development of climate stress-testing instruments, and promotion of literacy and
awareness. In such a context, promotion of green and sustainable financing will support
sustainable investment, reduce the impact of climate-related financial risks, and
contribute to the country’s long-term transition to an inclusive, resilient, and
ecologically sustainable economy.
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The Current Outlook of Nepalese Rural Economic Development and
Budgetary Gaps

& Dr. Uttam Khanal'*

Abstract:

The Nepalese rural economy is part of the national system, with 11.7 million people
toiling in the rural agriculture sector and feeding more than 77% of the rural
population. It struggles with significant challenges such as low productivity, a
poverty rate of 24.66% compared to the urban rate of 18.34%, high outmigration
rates, and poor infrastructure. Although real GDP growth is expected to rise by 2%
in 2023 and 4.3-4.6% in 2025, agriculture has been experiencing a declining
productivity growth rate of 2.9% and is contributing only 24—27% to GDP. Problems
include land fragmentation, inadequate irrigation, approximately 35% coverage and
informal sector dominance in employment, where youth unemployment is of a major
concern. The budget focuses on agricultural productivity and infrastructure, with an
allocation of Rs 57.48 billion to agricultural and livestock development. It does not
address critical problems such as labor migration, inadequate agricultural market
infrastructure, climate resilience, and gender equity in agriculture. It does not focus
on skill development for young people or regional financial independence.
Recommendations to improve budgeting include ensuring projects are prioritized for
high-poverty regions, promoting mechanization of agriculture, and the productive
use of remittances through strengthened governance and transparency.

Keywords: Rural Economy, GDP, Budget, Productivity and Development, Sectoral
Issue, Agriculture, Infrastructure.

1. Background

Nepal is a largely agrarian-based economy which forms the backbone of the country.
Nevertheless, it 1s a traditional industry with low productivity and faces structural
constraints. The budget has accorded some priority to agriculture and rural
development, regarding structural issues, migration, growth in productivity, and
sustainability have not been properly addressed in 2025. The rural economy is still the
main driving force of Nepal, with approximately 11.7 million people working there
mainly in the field of agriculture, which contributes about 24% to 27% to the GDP and,
however, has a low growth rate of about 2.9% per annum. Even though the overall
economy was projected to have an increase in GDP of 4.3—4.6% in 2024, it is now

12* Researcher, NECS Nepal.
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projected to be considerably lower because of political instability in September 2025,
with the World Bank forecasting a growth of only 2.1% while the ADB forecasts 3%,
and certain domestic estimates differ.

The Nepali rural economy is still the foundation of the national economy, with an
estimated 11.7 million individuals mainly in agriculture and sustaining more than 77%
of the rural population. It is constantly struggling with structural challenges such as poor
productivity, rural poverty, outmigration, and poor infrastructure (World Bank, 2025).

The overall economic recovery in Nepal has seen early signs of recovery with real GDP
growth going up by 2% in 2023 to an expected 4.3—4.6% in 2025. The IMF predicts
that it will continue moderately under the influence of global and domestic
uncertainties. The World Bank forecasts a decrease to approximately 2.1% growth as a
result of political unrest and underdeveloped services/tourism; other estimates range
between 3% and 4%, or even a little higher under optimistic conditions (Jahan et al.,
2026).

The Nepalese government has not been able to improve the economy in rural areas as
planned because it did not allocate enough funds to those areas. Without enough
investment, it's hard to create jobs to get young people interested in farming.
Government has not done anything to promote agriculture, rural infrastructure,
education, or industries that create jobs. The difficulty of determining which sectors are
vital for economic growth and of putting in place the right programs. This study
employs an analytical approach grounded in secondary data, eschewing statistical
analysis. It does not examine the entire economy, but it is beneficial for subsequent
research. The conclusions help Nepal's economy grow and create jobs by giving
policymakers advice. The study is not based on theory.

2. Outlook of Nepalese Rural Economy

The rural economy of Nepal is heavily reliant on farming, livestock, and small
businesses. It offers approximately 61-65% of total employment but only contributes
24% to 27% to the gross domestic product. The rate of development of agriculture is at
only an average of 2.9% per year, which is not keeping up with the rate of labor force
growth. Rural poverty is 24.66%, compared to urban poverty at 18.34%, with some
massive provincial disparities the highest Sudurpashchim Province? at 34.16% and
Karnali at 26.69%. Remittances act as a buffer to maintain consumption and create a
current account surplus, yet little is done to create productive rural capacity. It is mainly
informal (84.6%), and the unemployment rate among young people is high (WB, 2025).

There is some growth in agricultural value chains, hydropower activity, and policy
pressures in favor of modernization, e.g., Kisan App to get market information, land
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banks, insurance growth. Inflation in rural areas has been relatively tame at 3.06%, and
there is liquidity to consider potential credit to agriculture. But on the whole, rural
modernization is slow, as farmland is abandoned, rural areas depopulated, and no new
employment opportunities are created, leaving many languishing in subsistence farming
with low productivity (Dhakal, 2026).

Agriculture budget allocation is 57.48 billion to the Ministry of Agriculture and
Livestock Development. Irrigation and infrastructure are extended to a further 14,000
hectares, 63 km of embankments, and 270 hectares of river reclamation with funding
for major projects and alternative energy. Federal transfers amount to 582.83 billion to
the provinces and local levels to be implemented at the grassroots (Kantipur, 2026).
These are meant to enhance productivity, diminish migration, and generate employment
opportunities in rural regions. The initial results indicate stabilized inflation and low-
growth factors, yet capital spending performance is chronically low, with 60%
execution. Poverty in the rural areas is 24.66% and 18.34% in the urban areas, with
major provincial disparities such as 34.16% in Sudurpaschim and 26.69% in Karnali.

The economy is characterized by subsistence agriculture, low productivity, unappealing
traditional farming techniques that are unattractive to young people and
underemployment. Many households are kept alive by remittances, still 25% of GDP,
which encourages consumption and not productive rural investment. This drives
migration, depopulation in hills/mountains, and fallow land; in Karnali, only 70% of
arable land is actually cultivated, with little year-round irrigation (Adaptation fund,
2026).

People still do most tasks themselves where money is tight, and land is divided into tiny
plots too cramped for big machines to move through. Ox teams pulling ploughs are still
used instead of tractors, while seeds go into the soil one by one. This takes time and
slows everything down. Rain is the only water source when pipes and pumps are
missing, so crops rise or fall based on what clouds decide each season. On narrow
slopes, getting new tools out there feels nearly impossible, not just costly to carry uphill.
When skies dump endless storms or stay empty for months at a stretch, growing
anything gets harder, especially now that seasons seem less predictable than before.
Young people often see farm work as hard and low status, even though almost six out
of ten workers are still employed in agriculture. Though farms add a quarter of the
country's earnings, fresh ideas take time to catch on.

3. Features of Rural Economy

Nepal is mostly an agricultural country, with about 60 to 70% of the population living
in rural areas. The economy of the country depends on rural and urban activities (Fiscal
Nepal, 2026). The features of the rural economy are as follows:
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The Farm as the Foundation: The primary occupation and livelihood are agriculture,
livestock and forestry. It has about 60-62% of the total workforce that is primarily in
the rural areas. About 21-25% of the national GDP, recent estimates are around 25%
(FOA, 2025). Farmers are mostly subsistence farmers who farm with the primary aim
of serving their own families and produce little surplus for market sale.

Poor Productivity and Old-Fashioned Practices: The majority of the work is done
by hand using basic tools, oxen, and sickles. There is little machinery. The average
landholding is only 0.68 ha per household, and the land is split up into 3—4 scattered
plots on average. This makes it hard and not worth the money to use machines and do
things the way they are now. You can only water about 60% of the arable land in a
limited way (FOA, 2024). Rain does most of the farming, and the farmers rely a lot on
monsoon rains.

Unemployment and the lack of workers: Educated young people are not interested in
the traditional type of farming which is characterized by hard physical labor with low-
income level, low social status, and high risk. The ageing rural workforce is ageing,
with elderly people and women increasingly left behind, resulting in the feminization
of agriculture due to massive out-migration of the young men to the cities or foreign
countries for work.

Mixed and Integrated Farming System: Rural family, integrated agriculture, crops
livestock cattle, buffalo, goats a bit of forestry are Primary crops. The productions are
paddy, maize, wheat, millet, potatoes and vegetables in Terai. In hills and mountains
there are higher numbers of livestock and seasonal crops because of the rugged
landscape.

Vicious Cycle: High reliance on traditional low-productivity agriculture with low
mechanization, fragmented land, limited irrigation, and climate risks are some of the
characteristics of the rural economy in Nepal.Youth migration further deepens this
cycle. Additionally, underutilization of government budgets for irrigation,
mechanization, and youth-focused agricultural programs slows modernization.

Poverty and Inequality: In rural regions, the poverty level is high at 24.66% and in
urban regions, the level is at 18.34%. It is concentrated in (Sudurpaschim?) at 34.16%
and Karnali at 26.69%. Rural poverty implies that many households in Nepal are
not able to fulfil basic needs (WB report, 2020). Inequality is an unfair disparity of
income, resources, and opportunities between various groups, like rich vs poor, rural vs
urban, upper caste vs Dalit and men vs women. The budget should reduce this inequality
of social transformation.
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Poverty rate by country: Approximately 20.27% Nepali in every 5 lives below the
poverty threshold in 2022. Rural poverty is 24.66% higher as compared to urban areas
of 18.34%. Multidimensional Poverty that includes health, education, nutrition,
housing, etc. The poor are about 17.20% of the population, with rural regions
experiencing a very high level, usually 25.28% and more in remote mountains and hills.
Maximum poverty in the far western is 34.16%, Karnali 26.69%, and minimum in the
Gandak 11.88% (NLSS, 2022). Nationally, approximately 30 is moderate, though
inequality is more palpable in rural regions because of the observable inequalities in
land ownership, access to services and opportunities.

High Reliance on the Low-Productive: The majority of rural families practice low-
mechanised subsistence agriculture, small landholdings, which are broken up, and small
irrigation. This leads to poor crop yields, low earnings and high rates of crop losses
through climate vulnerabilities, droughts, floods, and unpredictable rains.

Unequal Land Distribution and Fragmentation: Most of the poor families possess
very minimal or non-productive lands. Land can be given away to different family
members across the generations and hence is not economical. The richer or upper-caste
family is likely to possess better and bigger plots.

Disparities on Caste, Ethnic and Gender: The discriminatory practices of the past,
the lack of access to land, credit, and markets make indigenous groups and other
marginalized communities poorer. Men migrate to work, leaving women, children and
the aged to run the farms by feminization of agriculture. Women enjoy reduced land,
decisions and resource ownership, which have increased their workloads and reduced
their incomes.

Youth Disinterest and Out-Migration: These are the reasons why educated rural
young people fail to engage in traditional farming as it is physically demanding and
dangerous, and yields low returns. They move to urban areas or to foreign nations. The
remittances are now sustaining a large number of families. This generates labor
shortages in villages and inequality between remittance-receiving and non-receiving
families increases.

Inaccessibility /Vulnerability to Shocks: The rural places are characterized by poor
roads, irrigation, electricity, schools and health facilities. This maintains low
productivity and contributes to multidimensional poverty, malnutrition and low
education. Climate change, natural disasters, and price fluctuations have a high impact
on the rural poor, which drives them further into poverty since they have little savings
and insurance.
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4. Gaps Between Different Sectors

Corruption leads to poor management of money, which makes government programs
less effective and wastes budgets. The mismatch between what schools teach and what
the job market demands leads to unemployment and inefficient use of education
budgets. Cultural norms can make it harder for people to go to school and work, which
means that social programs need more money. Also, relying on foreign aid makes it
hard to plan a budget and reduces the fiscal autonomy of local governments. These gaps
make it hard to decide how to spend money, often leading to inefficient policies and
low-impact programs (UNESCO, 2023). Here's a structured overview of the gaps
between these areas, with a focus on how they affect outcomes by the budget as:

Governance Intervention and Corruption: Even though there are laws against them,
problems like fake recruitment firms, illegal fees, and fake job ads keep happening. This
is mostly because private agencies are in charge of hiring. There is not enough training
before leaving, and the Foreign Employment Act is not being enforced well enough. It
is hard to protect migrants because institutions are not working together and funding is
not a priority. For change to really happen, systemic reforms are needed (CESLAM,
2023). These include better oversight, anti-corruption measures, and better bilateral
labor agreements.

Education and Skills Mismatch: Brain drain mostly happens when people with less
education move to other countries, but educated young people also leave their home
countries because they can't find jobs that match their skills and goals. Budgets make it
possible for vocational training problems like outdated curricula, poorly trained
teachers, and weak ties to industry to make them less effective (ILO, 2024). Addressing
these issues requires structural curriculum reform alongside sustained institutional and
cultural transformation.

Social, Cultural and Aspirational: Migration has increasingly become a social custom
and life event for many families, driven by social pressure, the promise of fast earnings,
and the allure of employment abroad, even when such opportunities exist locally.
Through remittance expenditure, these migration behaviors have improved living
standards but also adversely affected the labor market at the local level (Thapaliya et
al., 2023). Reversing these trends through incentives or fiscal measures alone is unlikely
to be sustainable due to deeply embedded social norms and migration-driven
aspirations.

External & International Influencing: Global demand for low-cost Nepali labour in
Gulf countries and Malaysia, along with risks associated with the Kafala system and
other structural conditions in destination countries, are largely beyond Nepal’s control.
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While the state can support workers through diplomatic engagement and bilateral
agreements funded through public budgets, its influence remains constrained by
international labour market dynamics and host-country policies (Karkee et al., 2023).

5. Major Issue of rural economy development

Structural underinvestment and weak physical and institutional connectivity are the
main problems slowing down economic growth in rural areas of Nepal. Historically,
rural areas in Nepal have not received adequate or well-targeted public investment. This
has led to weak linkages in physical, market, financial, and institutional systems,
which require improved and targeted budget allocation. It is possible to grow and
improve the rural economy by wisely allocating the budget to the areas that need it most
(WB, 2025). The budget is intended to address these constraints and strengthen rural
economic performance, thereby contributing to overall GDP growth. This is evident in
several interrelated dimensions:

Poor Infrastructure/ Limited Access to Markets: In many rural areas, roads,
electricity, irrigation, and the internet are inadequate or poorly developed. Farmers and
small businesses can't access markets efficiently, reduce costs, or adopt modern
production methods without these services. Being alone like this makes people less
productive. Even when rural areas make things (like food and crafts), they have a hard
time selling them for a profit. Middlemen control supply chains, and farmers often get
very low prices because they can't negotiate and don't have access to market
information.

Low Productivity in Agriculture: Agriculture is the mainstay of rural Nepal, but it is
largely subsistence based. There isn't much use of modern tools, fertilizers, irrigation
systems, or training, which keeps yields low.

Youth Outmigration: A big problem is the migration of young people from rural areas,
often for foreign employment. This makes it hard to find workers and slows down the
local economy. Remittances help families, but they don't always help the economy in
the area.

Gaps in Governance and Policy: There are policies for rural development, but they
are not always implemented. There may be inefficiencies, a lack of coordination, or
corruption at the local level, which makes it hard to make a real difference.

6. Budget Fails to Adequately Address Structural Issues

However, the budget has not tackled the underlying structural issues about the rural
economy, including weak incentives for skills development, youth entrepreneurship,
and domestic job creation, as well as insufficient policies to manage foreign
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employment pressures. As a result, domestic labour shortages persist while migration
continues to increase.

Commercialization of Agriculture and Value Change: As more agricultural
production and modernization are seen to play out into investment deficits in
processing, cold chain, export promotion, market infrastructure and value chain
development persists. Farmers work independently on a significant 69%, but lack a
definite roadmap of commercialization (IFAD, 2024). There are ecological friendly
farming practices towards management of climate change which are backed by
ecological policy of agriculture, but they are not adequately implemented. Some of the
major aspects like the control of chemical pesticides and fertilizer, protection of native
crops, insurance of farmers, and technology which are resistant to climate are not
budgeted and action plans are not well laid down.

Gender Equality and Feminization: The number of women farmers is on the rise but
they do not have adequate credit, technology and land ownership programs. The budget
is still reflective of centralized planning where provincial and local governments lack
adequate financial authority and resources and this contributes to rural inequity.
Programs such as Bhoomi Bank and Kisan App seem good initiatives, but they have a
history of weak or inconsistent implementation. The implementation, monitoring and
accountability mechanisms of the budget are not clear.

Remote and Provincial Differences: The budget allocation to the remote hilly and
mountainous areas is usually hindered due to the logistical challenges, poor preparation
of projects and weak resource distribution mechanisms. Areas such as Karnali and the
Far western are under-covered with irrigation and market access, which is one of the
reasons behind an rising depopulation rate due to climate issues.

Climate Adaptation and Risk Management: They cite irrigation and embankments,
but deeper local responses, including addressing soil erosion and biodiversity loss
remain constrained by institutional barriers and inadequate devolution of decision-
making and funding. A lot of farmers are not insured against their crops, and that was
the case in the windstorm.

Retention of Youth and Non-Farm Rural Economy: Agriculturally-based programs
do not go deep enough into the structural drivers of migration—for example, lack of
ability to match skills with jobs, lack of manufacturing/services/tourism infrastructure
in rural areas, or the limited creation of formal employment opportunities. The informal
sector dominates and high value rural enterprises lack sufficient policy and investment
attention, other than subsidies.

9%y



Export Orientation and Private Investment: The presence of land banks and value
chains, there are no aggressive actions towards either import substitution or even large-
scale mechanization leasing or rural industrialization by the private sector. It gives no
heed to regional demands (e.g. eastern industrial potential) and weak capital expenditure
execution constraints effective delivery of projects.

Weaknesses in Governance and Implementation: The repeated under-spending and
politicization in managing the budget do not allow transformative change, as they do
not give clear direction towards LDC graduation readiness or are not consistent with the
16™ Plan. According to experts, the budget must focus on real execution, investments,
and local participation and commitments within policy design and implementation to
boost the rural economy. In their absence, the rural sector will continue to become
reliant on remittances.

Implementation Gaps: Low on-ground impact is caused by long-term low capital
expenditure, poor project preparation, bureaucratic delays, and fragmented allocation
of resources across multiple competing projects. There are problems with rural
infrastructure, such as monsoon-related damage and a lack of funds. The document
talks about strategies that have been put in place to overcome these shortcomings with
budget lines that include infrastructure, health, or education. It puts more weight on the
identification of gaps in budget categories and how these can be handled by targeted
interventions aimed at accountability, reform, and corrective action in budget
allocations.

7. Difficulties in Filling the Gaps

The equity-based budget framework has major implementation issues, especially in
Karnali and the Far Western, which have underutilized capital budgets 24-34%. There
exist low absorption rates, insufficient capacity, delay in procurement and inadequate
project preparedness resulting in bias in benefit distribution toward more accessible
areas compared to remote regions. Conditional grants result in weakened local
autonomy and the misalignment of priorities (Sharma. et.al, 2019). Additionally, there
are critical data and monitoring gaps, necessitating standardized real-time outcome
tracking. These challenges are worsened by external factors like challenging geography,
vulnerability to climatic phenomena, and out-migration.

Poor Productivity and Subsistence Orientation: The crops present in the area
produce less than those of the countries surrounding them because of the use of rain,
poor utilization of better seeds, and a lack of modern available farming equipment.
Traditional farming practices persist, which hinders the implementation of the new
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methods. Farming being a demanding activity, with little monetary payoffs it cannot
attract the young people to take it up as a profession.

Shortages and High Costs Fertilizer: Agriculture does not have enough support, as
the allocation of 27.95 billion rupees is not equal to the needs of 63 billion, thus creating
an ongoing shortage. The remote mountainous areas face difficulties in accessing
quality seeds and water supply to crops. There is also limited access to loans due to poor
road connectivity and lack of security against crop failures in these remote areas
(Shrestha, 2022).

Poor Infrastructure and Value Chains: The lack of sufficient, poor road networks to
facilitate transportation of crops and the absence of proper storage facilities which lead
to significant post-harvest losses, place a heavy burden on farmers. These problems are
compounded by unpredictable market prices, and weak infrastructure, resulting in a
dependence on imported products even when domestic production exists. The
processing sector is still small and is weekly developed in terms of branding and value
addition facing a strong export orientation that is affecting the flow of goods.

Disaster Vulnerability and Climate Change: Following this is a period of extreme
weather characterized by alternating heavy rainfall and prolonged droughts. This is
because in Madhesh, rice fields are submerged in floods, and then there is a period of
several weeks without rain and the soil cracks. Such unpredictable weather heightens
infestations of pests, which continue to put the already fragile harvests at further risk.
Despite the fact that farmers seek to plant robust seeds, availability of such varieties is
still low, and adoption of climate-resilient farming practices remains largely confined
to research institutions.

Implementation and execution gaps: The spending on agriculture does not succeed in
fulfilling its goals, just like the rest of the infrastructure investment, which receives an
average effectiveness of 63% only. These issues are exacerbated by delays in signing
contracts and challenges in project management (Subedi, 2019). There is no consistency
in checks and balances, with only two of nine commitments to reform farming achieved
with another five having limited improvements and two more standing still.

Rural and provincial differences: There is a great disparity in access to healthcare
across regions, with Bagmati and Gandaki achieving better results because the supply
is easier to spread. Conversely, the rural locations such as Karnali are characterized by
a lack of accessibility, poor health indices, and poverty, making them hard to reach and
provide health services and resources. The absence of federal funding in many small
towns cannot be attributed to insufficient funding but rather to  poor applications,
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aggravated by a shortage of staff and trained personnel; funds end up going to waste
because there are needs yet to be met.

Budget Allocation and Impact Gap: The Ministry of Agriculture and Livestock
Development is budgeted 57.48 billion rupees in the financial year 2025/26, marginally
higher than the prior year budget of 57.29 billion. Nonetheless, many consider this
financing to be inadequate since agricultural activities form the basis of livelihoods and
food supply in the country (Yogi. et.al, 2025). Although the current agricultural
expenditure has been on the rise, the proportion of agricultural contribution to the
general economy is on a downward trend, which means that the growth in financial
sectors is not getting commensurate gains.

Budget Addresses and Financing gaps: The multi-level governmental subsidies on
daily agricultural expenses are: fertilizer and quality seed programs, incentives to
cultivate organic farming, and guarantee the price of the staple food to avoid income
instability. In the lowlands, regional aid is for paddy and high-value crops in the
mountains. The program motivates youths through the creation of safety nets and access
to the market, and enhances rural connectivity with better infrastructure. It also
encourages the application of modern farming equipment and single-crop productivity
as a means of improving climate change resilience, and it tries to direct financial
resources to poorer areas and encourages fair and balanced support through local
cooperatives.

8. Way Forward

Nepal has a village population of about 11.7 million people about 77% of the population
in Nepal lives in villages. The government plans to spend 1.964 trillion rupees in 2025
and 2026 to boost agriculture by providing irrigation, rural infrastructure, and
governance. Some of the challenges are mismanagement of funds, poor response in
rural regions, slow modernization in agriculture, and the creation of employment that
does not depend on agriculture. The problem is increased by climate change, which
causes extreme weather and a decrease in confidence in leaders. Experts support a more
specific approach, better coordination of agencies, and locally based solutions to
maximize resource allocation and agricultural development. The budget should
effectively address the following areas:

Strategies of Improvement: To increase land availability, simplify material
acquisition and accelerate the process of land clearance with the help of real-time
tracking devices. Hydropower and rural projects should be encouraged to attract private
investments by distributing financial resources based on project outcomes. Flexible
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budgeting enables prompt recovery in case of emergency and enhances infrastructure
to support farmers by enhancing productivity and access to the market.

The solution to Regional Disparities: The funding distribution must be based on the
real development needs of the region instead of its population size alone, with a priority
to areas such as Karnali. There should be clear rules of allocation of tax and outcome-
based grants to ensure that maximum impact is achieved in the poorest areas.

Growth Agriculture Initiatives: This is aimed at minimizing post-harvest losses,
better livestock care and a solar-powered irrigation system aimed at boosting
agricultural production. Investment in agricultural consultants and digital solutions
helps farmers, and neighborhood machinery leasing pools enhance resource access,
with substantial investments in crop insurance schemes.

Financial and Educational Initiatives: Enhance remittance effectiveness by tying it
to savings plans and offering viable financial management education. Promote learning
among young people where they acquire their knowledge in agriculture through
practical training and demonstration farming.

Systemic Transparency and Co-operation: Strengthen oversight institutions to create
funding transparency. Track financial expenditures using digital monitoring systems
and involve farmer groups in the decision-making process. Combine state and voluntary
funding of agricultural projects based on performance targets, which will contribute to
the development of partnerships and sustainability.

After that allocate the budget for conducting well-planned implementation programs for
achieving the goals. The budget should address the following priorities :

> Ensure rural development is a primary pillar, not an appendage to the imbalance
between capital and recurrent expenditure

> Facilitate public—private partnership (PPP) for rural infrastructure, align with
development blueprints

> Increase funding to subsidized rural credit schemes through banks and
cooperatives to expand access to microfinance and low-interest agricultural
credit.

> Expand crop and livestock insurance subsidies and promote digital banking and
mobile financial services.

> Develop rural employment schemes emphasizing agro-processing, tourism, and
small-scale industries, including startup grants and loans for rural youth
entrepreneurs.
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> Establish a fund for rural vocational and skills development centers in each rural
municipality as part of a returnee migrant reintegration package.

> Increase subsidies for modern farm inputs (seeds, fertilizers, irrigation
technology) to strengthen agricultural extension services.

> Invest in research and development in local agriculture and climate resilience,
including grants for mechanization for smallholder farmers.

> Develop agricultural collection centers, storage facilities, and cold chains to
strengthen cooperatives and reduce intermediaries.

> Invest in digital marketplaces and price information systems, alongside transport
subsidies for remote rural farmers.

> Increase capital spending on rural roads, bridges, and transport systems, along
with expanded rural electrification.

> Expand rural broadband and telecom connectivity and allocate more direct funds
to local governments with strict accountability mechanisms.

> Provide performance-based grants and invest in monitoring, transparency, and
anti-corruption mechanisms, along with capacity building for local officials.

9. Conclusion

The Nepali rural economy is very important and involves approximately 11.7 million
people whose main activity is farming and contributes around about 24% contribution
towards the GDP. However, it has a slow growth potential of 2.9% and a small recovery
of 4.3-4.6% by 2025 with some forecasts predicting only 2.1% growth. This is
characterized by low agricultural output, a rural poverty rate of 24.66%, and poor
infrastructure, which forces households to depend on remittances rather than productive
investments. The budget has planned to allocate Rs 1.964 trillion with 57.48 billion to
be allocated to agriculture and rural infrastructure, yet the implementation gaps and
governmental challenges jeopardize the economic sustainability in 2025. Agricultural
sector holdings averages 0.68 hectares and limited irrigation coverage, contributing to
increased vulnerability to climate change and reduced agricultural productivity. The
population predominantly consists of 60-70% rural people and 60-62% of the labor
force is engaged in agriculture. Poor resource access and high reliance on low-
productive agriculture coupled with unequal land redistribution exacerbates systemic
poverty and exclusion of marginalized groups from resources. Labor migration, which
contributes 25-28% of GDP in terms of remittances, is an issue that brings about brain
drain and desertion of agricultural lands. It is important to note that even the most
important sector, which provides 60% of the working population, has only 3% of the
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national budget allocations - highlighting a major structural imbalance in fiscal
prioritization.
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Civic Engagement and State Responsiveness in Nepal: A Policy

Analysis of Youth Participation
& Sandip Sapkota!3*

Abstract:

Nepal's transition to a federal democratic republic has created both opportunities
and challenges for civic engagement, particularly among its youth population. This
article examines the relationship between youth civic participation and state
responsiveness within Nepal's evolving governance architecture. Drawing on
secondary data from the Nepal Planning Commission, Central Bureau of Statistics,
and international development organizations, the article critically analyzes existing
institutional mechanisms for youth engagement at the federal, provincial, and local
levels. The analysis reveals significant structural gaps between the constitutional
provisions for youth participation and their practical implementation, compounded
by high youth out-migration, unemployment, and eroding public trust in governance
institutions. Using frameworks of participatory governance, policy responsiveness,
and public accountability, the article argues that meaningful civic engagement
requires not only institutional reforms but also attitudinal shifts within the state
apparatus. The article concludes with concrete policy recommendations aimed at
strengthening youth participation in development planning, improving feedback
loops between citizens and the state, and enhancing institutional capacity for
inclusive governance. These recommendations are directly aligned with the priorities
articulated in Nepal's Sixteenth Periodic Plan (2024-2029) and the Sustainable
Development Goals.

Keywords: civic engagement, youth participation, state responsiveness, participatory
governance, federal governance, policy analysis.

1. Background

Nepal's political landscape has undergone a dramatic transformation over the past two
decades. The end of a decade-long armed conflict in 2006, the formal abolition of the
monarchy in 2008, and the promulgation of the Constitution of Nepal in 2015
collectively established the foundation for a federal democratic republic premised on
inclusive governance, social justice, and participatory development. Central to this
constitutional vision is the meaningful engagement of citizens, particularly youth, in the
formulation, implementation, and monitoring of public policies at all tiers of
government.

13" M.Phil. Scholar, Central Department of Public Administration, Tribhuvan University.
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Youth constitutes a critical demographic in Nepal. According to the National Population
and Housing Census 2021 conducted by the Central Bureau of Statistics (CBS),
approximately 40 per cent of Nepal's population falls within the 15-35 age bracket,
making youth the largest cohort in the national demographic profile (CBS, 2022). Yet
this demographic dividend remains largely untapped. The Sixteenth Periodic Plan
(2024-2029) of the National Planning Commission acknowledges youth as central
actors in achieving Nepal's aspirations to graduate from Least Developed Country
(LDC) status and attain the Sustainable Development Goals (SDGs) by 2030. However,
translating constitutional mandates and planning commitments into meaningful youth
inclusion in practice remains a persistent governance challenge (NPC, 2023).

Nepal's federal governance architecture, comprising the federal government, seven
provincial governments, and 753 local governments, was envisioned as a mechanism
for bringing governance closer to citizens and enhancing participatory decision-making.
The Local Government Operation Act 2017 and the National Youth Policy 2015
formally mandate youth participation in local planning cycles, ward-level consultations,
and social audits. Yet empirical evidence suggests that institutional participation of
youth in governance processes remains largely symbolic rather than substantive. Youth
councils at local levels are often under-resourced, and their recommendations rarely
feed into formal budgetary and planning processes (UNDP Nepal, 2021).

Several structural challenges compound the problem. Nepal's youth unemployment rate
stands at approximately 19.2 percent, while youth underemployment is significantly
higher, creating conditions of economic precarity that undermine active civic
participation (ILO, 2023). The Nepal Labour Migration Report 2022 estimates that
approximately 500,000 Nepalis—predominantly young men—depart for foreign
employment annually, representing a significant drain on civic human capital (MoLE,
2022). This mass out-migration has dual consequences: it reduces the pool of civically
active youth within the country, and it signals a profound crisis of confidence in
domestic governance institutions to provide economic security and opportunity.

Public trust in government institutions has also declined notably. The Transparency
International Corruption Perceptions Index 2023 ranked Nepal at 108th out of 180
countries, reflecting persistent concerns about governance quality, service delivery, and
accountability (Transparency International, 2023). The World Bank's Governance
Indicators place Nepal in the lower percentiles for government effectiveness and rule of
law, suggesting that state responsiveness to citizen demands—including those of
youth—remains structurally constrained (World Bank, 2023). Against this backdrop,
understanding the mechanisms through which civic engagement can improve state
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responsiveness becomes not merely an academic exercise but an urgent policy
imperative.

2. Analysis
2.1 Theoretical Framework: Participatory Governance and Policy Responsiveness

The relationship between civic engagement and state responsiveness is theorised
through several complementary frameworks. Arnstein's (1969) seminal ladder of citizen
participation offers a normative typology ranging from manipulation to citizen control,
providing a useful heuristic for assessing the quality of youth participation in Nepal's
governance processes. More recent scholarship by Fung (2006) on democratic theory
emphasizes that participation must be linked to tangible decision-making power if it is
to generate meaningful outcomes. Participation that exists only at the level of
consultation, without corresponding institutional obligations on the state to respond,
produces what Gaventa (2004) terms a 'participation trap'—a condition in which
citizens invest time and resources in governance processes that yield no observable
policy change.

Policy responsiveness, understood as the degree to which government policies align
with citizen preferences and demands, is a foundational concept in democratic theory
(Dahl, 1971). In the context of developing democracies such as Nepal, responsiveness
is often mediated by institutional capacity, political will, and the organisational density
of civil society. Ostrom's (1990) work on institutional collective action suggests that
robust civic institutions can reduce transaction costs and improve the flow of
information between citizens and the state, thereby enhancing policy responsiveness.
Applied to Nepal's governance context, this framework underscores the importance of
strengthening local-level institutions—ward offices, youth councils, and social audit
committees—as intermediary structures that connect youth voices to state action.

Public accountability theory, as articulated by Fox (2015), distinguishes between
'answerability'—the obligation of public officials to explain their decisions—and
'enforceability'—the capacity of citizens to impose sanctions on unresponsive actors.
Nepal's formal accountability architecture includes constitutional bodies such as the
Commission for the Investigation of Abuse of Authority (CIAA), the Office of the
Auditor General, and parliamentary oversight committees. However, youth-specific
feedback mechanisms within these structures remain underdeveloped, limiting the
ability of young citizens to hold the state accountable for governance outcomes that
directly affect them.
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2.2 Institutional Mechanisms for Youth Civic Engagement

Nepal's legal and institutional framework provides a relatively strong normative
foundation for youth civic participation. The Constitution of Nepal (2015) guarantees
the fundamental right to participation in state affairs and mandates proportional
inclusion of youth, women, and marginalised communities in state organs. The National
Youth Policy 2015 defines youth as persons aged 16—40 and establishes the Youth and
Small Enterprises Self-Employment Fund as a financial mechanism for youth economic
empowerment. The Local Government Operation Act 2017 further mandates the
formation of ward-level citizen assemblies and social audit committees, within which
youth representation is nominally ensured.

At the federal level, the Youth and Sports Ministry serves as the primary institutional
locus for youth policy coordination, though its budget allocation remains modest
relative to the scale of the youth population and the breadth of its mandate. The
Sixteenth Periodic Plan allocates specific targets for youth employment generation,
skills development, and entrepreneurship promotion, recognising youth as central
agents of productive transformation. However, as UNDP Nepal (2021) notes, the
vertical integration between federal policy frameworks and local-level implementation
remains weak, resulting in significant implementation gaps.

At the provincial level, the governance architecture for youth engagement is still
nascent. Six of Nepal's seven provinces have established provincial-level youth
coordination councils, but their operational autonomy, financial resources, and
technical capacity remain limited. A study by the Asia Foundation (2022) found that
provincial youth councils in Nepal meet infrequently, lack dedicated staff, and have
limited influence over provincial planning processes. This institutional fragility at the
meso-level creates a significant gap in the civic engagement architecture, as provincial
governments are responsible for many policy domains—including agriculture,
education, and social welfare—that most directly affect youth livelihoods.

Local governments represent perhaps the most promising arena for meaningful youth
civic engagement, given their constitutional mandate for participatory planning and
their proximity to citizens. The Local Government Operation Act 2017 requires local
governments to conduct annual planning consultations with ward-level citizens,
including a specific provision for youth participation. Several municipalities—
including Pokhara Metropolitan City and Lalitpur Metropolitan City—have developed
innovative youth engagement mechanisms, including youth budget tagging and digital
consultation platforms. These examples demonstrate the feasibility of institutionalising
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youth participation at the local level, but they remain isolated cases rather than
systematic practice across all 753 local governments.

2.3 Gaps in Policy Implementation and Coordination

Despite the formal institutional framework for youth civic engagement, significant
implementation gaps persist. These can be categorised into four interrelated
dimensions: resource inadequacy, coordination failure, information asymmetry, and
cultural barriers.

Resource inadequacy is the most immediately apparent challenge. A study by Freedom
Forum Nepal (2022) found that 68 percent of ward-level youth councils surveyed
reported insufficient funding to conduct regular activities, while 74 percent indicated
they lacked dedicated technical staff to facilitate civic engagement processes. This
resource deficit is compounded by the fact that many local governments—particularly
in rural and remote areas—have limited own-source revenue and are heavily dependent
on conditional grants from the federal government, reducing their fiscal space for
discretionary youth programming.

Coordination failure is a systemic challenge within Nepal's intergovernmental
relations system. The Ministry of Youth and Sports, the National Youth Council, and
various line ministries all have overlapping mandates related to youth development, but
there is no single coordinating mechanism to ensure coherence across these institutions.
The absence of a consolidated youth data system means that different agencies use
different definitions of 'youth,' different age brackets, and different indicators, making
it difficult to track progress or identify implementation gaps. The NPC's Sixteenth
Periodic Plan acknowledges this coordination deficit and calls for the establishment of
an integrated youth development monitoring framework, though its operationalisation
remains pending.

Information asymmetry between citizens and the state is a fundamental barrier to
effective civic engagement. Research by Martin Chautari (2022) found that fewer than
30 percent of youth in rural municipalities were aware of their rights to participate in
ward-level planning consultations, and fewer than 15 percent had ever attended a social
audit hearing. This information gap is not simply a communication failure; it reflects
deeper structural inequalities in which civic information and participation opportunities
are disproportionately accessible to educated, urban, and socially connected youth,
while marginalised groups—including Dalit youth, indigenous youth, and young
women—remain systematically excluded.
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Cultural barriers to youth civic participation operate at both the institutional and social
levels. Within government institutions, a hierarchical and seniority-based organisational
culture can marginalise youth voices, even when formal participation mechanisms exist.
Youth participants in consultative processes frequently report that their contributions
are not taken seriously by senior officials, that decisions appear predetermined, and that
there is little visible follow-through on the recommendations they submit. These
experiences of procedural injustice reduce youth motivation to engage in future
participatory processes, creating a self-reinforcing cycle of disengagement (UNDP
Nepal, 2021).

2.4 Digital Civic Engagement: Opportunities and Limitations

The rapid growth of digital connectivity in Nepal presents significant new opportunities
for youth civic engagement. As of 2023, Nepal's internet penetration rate has reached
approximately 63 percent, with mobile broadband accounting for the majority of
connections (Nepal Telecommunications Authority, 2023). Social media platforms—
particularly Facebook, YouTube, and TikTok—have become important spaces for
political expression, public debate, and civic mobilisation among Nepali youth. Several
significant episodes of youth-led civic mobilisation in recent years, including the
#NayaSadak movement and various anti-corruption campaigns have demonstrated the
potential of digital platforms to aggregate youth voices and create pressure for policy
change.

Several government agencies have piloted e-governance initiatives aimed at enhancing
citizen participation. The National Information Technology Centre has developed the
Nagarik App platform to facilitate citizen access to government services, while several
local governments have experimented with online budget consultation portals.
However, these digital engagement initiatives face significant limitations. The digital
divide between urban and rural areas, between men and women, and between different
socioeconomic groups means that digitally mediated civic engagement may reinforce
existing inequalities rather than democratise participation. Sussman and Galizio (2020)
caution that digital participation mechanisms, if not carefully designed, can create an
illusion of inclusivity while systematically marginalising those with limited digital
access and literacy.

Furthermore, the translation of digital civic expression into tangible policy outcomes
remains an unresolved challenge. While social media can amplify youth voices and
generate public attention on governance issues, the mechanisms through which digital
civic engagement feeds into formal policy processes are largely undefined. Nepal lacks
an institutionalised framework for monitoring citizen feedback on digital platforms and
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incorporating it into policy cycles, which limits the policy impact of digital civic
engagement.

2.5 Youth Participation in Development Planning: Evidence and Trends

The integration of youth perspectives in Nepal's national development planning
processes has historically been limited. The process of formulating the Sixteenth
Periodic Plan (2024—-2029) incorporated a series of consultative workshops with youth
organisations and civil society groups, representing an incremental improvement over
previous planning cycles. However, an assessment by the Institute for Integrated
Development Studies (IIDS, 2023) found that youth-specific recommendations from
these consultations were only partially reflected in the final plan document, and that the
mechanisms for monitoring the implementation of youth-related targets remain
underdeveloped.

At the local level, several innovative examples of youth participation in development
planning merit attention. The Budhanilkantha Municipality in Kathmandu District
implemented a Youth Participatory Budgeting initiative in fiscal year 2022/23,
allocating 5 percent of its discretionary development budget to projects identified and
prioritised by youth through a structured deliberative process. Early evidence suggests
that this initiative not only produced relevant projects—including public spaces, skills
training centers, and community libraries—but also significantly increased youth
awareness of local governance processes and improved their trust in municipal
institutions (Asia Foundation, 2022). Such local-level innovations represent important
proof-of-concept demonstrations that can inform broader policy design.

International evidence reinforces the value of institutionalised youth participation in
development planning. UNDP's 2021 Youth Strategy notes that countries with formal
mechanisms for youth participation in national planning processes exhibit higher rates
of SDG progress, lower rates of youth unemployment, and stronger public trust in
governance institutions. In the South Asian context, Bangladesh's National Youth
Policy 2017 and Sri Lanka's National Youth Policy 2014 provide regional benchmarks
for institutionalised youth engagement, though both face implementation challenges
analogous to those confronting Nepal.

3. Conclusion and Policy Recommendations

This article has examined the relationship between youth civic engagement and state
responsiveness in Nepal through an analysis of the institutional framework,
implementation gaps, and emerging trends in participatory governance. The analysis
reveals a persistent structural disconnect between Nepal's constitutional commitments
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to inclusive governance and the lived realities of youth participation in decision-making
processes. While the formal architecture for youth civic engagement is relatively well-
developed, its effectiveness is undermined by resource inadequacy, coordination
failure, information asymmetry, cultural barriers to participation, and weak
accountability mechanisms.

The implications of these findings extend beyond the domain of youth policy. As Nepal
navigates the complex challenges of federal consolidation, LDC graduation, and post-
pandemic economic recovery, the effective mobilisation of youth as stakeholders and
agents in development planning will be decisive for achieving national development
targets. Civic engagement is not merely a normative aspiration of democratic
governance; it is a functional requirement for the production of responsive, effective,
and legitimate public policy.

Based on the foregoing analysis, the following policy recommendations are advanced:
3.1 Strengthening Youth Participation in Governance

* Enact dedicated Youth Civic Participation legislation that operationalises
constitutional provisions, defines minimum standards for youth consultation in
planning cycles, and establishes enforceable timelines for government response
to youth inputs.

+ Institutionalise Youth Participatory Budgeting at the local government level
through national guidelines from the Ministry of Federal Affairs and General
Administration (MoFAGA), building on successful municipal pilots and scaling
to all 753 local governments within the Sixteenth Plan period.

» Reform ward-level citizen assembly processes to ensure substantive rather than
tokenistic youth representation, including mandatory training for ward officials
on inclusive facilitation techniques and youth-sensitive governance practices.

» Establish dedicated youth desks within all provincial planning commissions
with adequate staffing, technical resources, and formal mandates to ensure youth
perspectives are integrated into provincial planning processes.

3.2 Improving State Responsiveness

* Develop standardised citizen feedback mechanisms at all government tiers,
including structured protocols for acknowledging youth inputs, communicating
government responses, and tracking the implementation of adopted
recommendations.
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Establish an integrated youth data system under the NPC to harmonise
definitions, indicators, and monitoring frameworks across ministries, enabling
evidence-based tracking of youth development outcomes and participatory
governance effectiveness.

Incorporate youth responsiveness indicators into the annual performance
assessment framework for local and provincial governments, creating
institutional incentives for improving civic engagement quality.

3.3 Enhancing Institutional Capacity and Accountability

Substantially increase budget allocations for ward-level youth councils and
ensure minimum funding guarantees through the intergovernmental fiscal
transfer system, enabling councils to conduct regular civic activities, training
programs, and consultative processes.

Develop a National Digital Civic Engagement Framework that establishes
standards for online public consultation, ensures digital inclusion through
targeted outreach to marginalised groups, and creates structured pathways for
translating digital citizen feedback into policy cycles.

Launch a national civic education programme - delivered through secondary
schools, universities, and community learning centres - to build youth
knowledge of governance rights, participation mechanisms, and accountability
tools.

Strengthen civil society organisations working on youth civic engagement
through an enabling regulatory environment, capacity development grants, and
formal recognition as implementing partners in government programs.

These recommendations collectively aim to move Nepal's youth civic engagement
framework from its current state of procedural inclusivity toward a model of substantive
participation in which youth voices meaningfully shape public policy outcomes.
Achieving this transition will require not only institutional reforms but also sustained
political commitment at all levels of government. The Sixteenth Periodic Plan provides
an important policy window for this transformation, and its success will be a critical test
of Nepal's commitment to the democratic, inclusive, and responsive governance that the
Constitution of Nepal promises to all its citizens.
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Civic Responsibility and Shared Ownership: Foundations for
Sustainable Development in Nepal
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Abstract:

This paper examines why long-term development requires citizens’ active
participation alongside government action. Sustainable progress depends on shared
ownership of development goals, rooted in strong civic sense and moral education
from an early age. In Nepal, for example, legal frameworks exist (Constitution, 2015)
but enforcement is uneven, and many citizens openly flout rules. Elites and officials
sometimes evade accountability, further eroding public trust. Meanwhile, cultural
transmission of norms (e.g., respecting public spaces) has weakened. Drawing on
studies of civic education and governance, we show that integrated moral and civic
learning, not just laws, is needed to internalize responsibility. Children must learn
why civic duties matter (Narvaez & Lapsley, 2009). International evidence shows that
civic curricula utilizing local participation create more engaged citizens. In Nepal,
reforms have introduced civic education content (Smith, 2015; Phuyal et al., 2025)
but gaps remain in training and practical reinforcement. The analysis concludes that
true development thrives when citizens and state share a common vision. We
recommend strengthening civic education, ensuring consistent law enforcement, and
leadership by example to cultivate a culture where citizens value public goods as
“their own” (Tarannum, 2016).-Such a multifaceted approach, combining education,
enforcement, and empowerment, can drive inclusive progress.

1. Background

Development is not merely the product of government projects; it hinges equally on
citizen engagement and civic culture. Renowned scholars of development have
emphasized that expanding people’s freedoms and capacities, including political
participation is essential to growth. Nobel laureate Amartya Sen argued that democracy
and public debate are “not merely the right to vote; [they are] a living culture of open
debate, dialogue, and accountability.” In other words, development involves creating a
space in which citizens are active agents, not passive recipients. As one analysis
observes, ‘“citizen participation is an indispensable element of effective democratic
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governance,” ensuring that affected populations have a voice in decisions. Similarly,
political theorists like Robert Dahl and Robert Putnam have shown that social trust and
civic engagement are critical to collective problem-solving and economic prosperity.
Putnam’s study of social capital famously concluded that communities with higher civic
involvement, greater trust and stronger norms of reciprocity enjoy better governance
and development outcomes (Putnam, 2000). As Fukuyama (1995) and others note,
generalized trust (social capital) underpins both markets and democracy. In short, theory
and experience indicate that no society can achieve sustained progress unless citizens
believe development is “for and by all,” that public goods and rules are partly theirs to
protect and uphold.

This insight is recognized at the highest policy levels. For example, Nepal’s constitution
(2015) not only guarantees rights but explicitly enumerates citizens’ duties: every
individual must observe the constitution, protect public property, pay taxes, and uphold
social norms. Successive national development plans have echoed this by calling for
local ownership of projects (NPC, 2019). After decades of conflict, curriculum reforms
(2007-2012) explicitly integrated peace, human rights, and civic education into the
school curriculum. These steps acknowledge that while robust laws and policies are
necessary, they are not sufficient: a broad civic culture is needed to make them effective
(World Bank, 2004).

Nonetheless, the gap between legal provisions and daily practice can be stark. In Nepal,
a “progressive constitution” and numerous regulations coexist with a culture of
impunity. Experts note that the country is “characterized by a political culture of
impunity,” where powerful figures often face no consequences. Senior officials or
political leaders who flout rules set a discouraging example. Ordinary citizens observe
that if elites ignore littering bans or tax laws, the personal incentive to comply
diminishes. Anthropological evidence suggests people mimic authority behavior
(Bandura’s social learning), so undisciplined leadership cascades downward. This
weakens the rule of law: laws “exist only on paper” if they are not enforced impartially.
Beyond leadership, enforcement mechanisms in Nepal have historically been uneven.
For example, the Solid Waste Management Act (2011) penalizes public littering with
fines up to NRs 50,000 or imprisonment. Nevertheless, open dumping and spitting often
occur with impunity, even in front of “No Spitting” signs. Local media have
documented those sporadic crackdowns (e.g., municipal fines in Kathmandu) are
exceptions rather than the rule. Civil society groups and the media frequently lament
that regulatory agencies lack resources or will. As one analysis bluntly puts it, “without
impartial enforcement of the law and a firm end to impunity, democracy remains only
on paper.” In practice, uneven enforcement frustrates citizens and undermines the very
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public sense needed for collective efforts like road maintenance or environmental
stewardship.

Civic sense, defined as the internalization communal norms, has traditionally been a
powerful counterbalance. In earlier times, everyday life and cultural practices
embedded basic values. Schoolchildren learned to treat rivers as sacred, avoiding
spitting or dumping trash, and elders instilled respect for shared spaces as a moral duty.
While formal research on Nepalese folk norms is limited, development practitioners
note that many rural communities once had unwritten codes of conduct such as mutual
assistance during festivals and restrictions on littering near temples. These informal
teachings came from tradition and community discipline, not textbooks. But
globalization, urban migration, and weakened extended-family structures have eroded
this organic socialization (Sen, 1999; Dahl, 1998). Today’s generation of Nepali youth
may not receive those embedded lessons at home, and school have not fully filled the
gap.

The weakening of cultural transmission makes formal moral and civic education more
crucial than ever. Education experts argue that teaching values must go beyond rote
instruction. Modern moral pedagogy (e.g., Kohlberg, Narvaez) stresses understanding
the reasons behind norms. Just telling students “Don’t spit in the river” is less effective
than explaining ecological and public health impacts. Research suggests that when
learners comprehend why rules exist, they internalize duty as a personal value, not just
an external obligation (Narvaez & Lapsley, 2009). This shift from imposed duty to selt-
motivated ethics is key to sustainable behavior change. In civic terms, as Westheimer
and Kahne (2004) note, schools should cultivate engaged citizenship, not passive
compliance.

Nepal’s curriculum reforms over the past decades reflect this philosophy. A 2001
Human Rights Education curriculum document for lower-secondary level (Grades VI-
VIII) illustrates the intent to instill citizenship values. It explicitly includes a “Civic and
Moral Education” course (50 marks) designed to foster pride in being Nepali and
understanding constitutional duties. The curriculum expects students to learn about
democracy, fundamental rights, and  duties, such as respecting family and community
obligations. Social Studies units also cover Nepal’s traditions of tolerance, equality, and
respect for others. In theory, by Grade VI, students are expected to “take pride in being
Nepali, know the constitution and democracy, and understand one’s duties, including
the meaning and importance of moral duties and self-discipline.” Global research
suggests such content can positively influence values: civic education programs have
been shown to improve students’ knowledge, civic-minded attitudes, and cooperative
behaviors (OECD, 2025; Westheimer & Kahne, 2004).
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Despite this, academics and UNESCO evaluations find Nepal’s implementation is
uneven. UNESCO’s review of Nepal’s 2007-2012 curriculum reform notes that while
content on peace, human rights, and civics was introduced, insufficient teacher training
limited its impact. Similarly, an analysis of civic-education initiatives observed that
although Nepal’s curriculum on paper covers democracy and rights, practical classroom
integration and monitoring remain challenges. An expert group found that civic
education material exists, but schools often lack the resources and pedagogical
innovation to teach it effectively. In short, the intent to build civic sense through
schooling is there, but systemic hurdles - weak teacher preparation, large class sizes,
exam pressures - undermine outcomes.

Comparative experience from Japan, Singapore, Germany, and Sweden shows that civic
sense is most durable when it is embedded in the education system rather than treated
as a purely legal demand. In Japan, moral education is built into the school curriculum
through the special subject of morality and school cleaning time, both of which are
designed to cultivate respect, social participation, and responsibility from an early age
(Ministry of Education, Culture, Sports, Science and Technology [MEXT], n.d.; Japan
National Tourism Organization, 2025). In Singapore, the Character and Citizenship
Education curriculum explicitly develops respect, responsibility, and resilience, while
also linking classroom learning with co-curricular experiences and parental engagement
(Ministry of Education, Singapore, 2024). In Germany, civic education is
institutionalized through the Federal Agency for Civic Education, a federal public
authority that promotes democracy, participation, and critical thought across schools
and wider civil society (Federal Agency for Civic Education [bpb], 2021). In Sweden,
the school system assigns a strong democratic mission to education, with school
development models focused on democracy, human rights, critical thinking, and student
participation across the whole school environment (Skolverket, 2025). Together, these
cases suggest that civic sense is sustained by a combination of moral instruction,
practical habits, democratic schooling, and consistent institutional support rather than
by punitive law alone.

2. Analysis
2.1 Citizens and Government: Shared Roles

The notion of development as a shared enterprise is well supported in policy literature.
Participatory development theory and global governance reports emphasize that when
citizens see government actions as part of a shared agenda, cooperation and
accountability improve (World Bank, 2004; Sen, 1999). In Nepal’s current context,
research confirms that citizen engagement in local planning is low: only about 30% of
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respondents reported participating in community development discussions, despite
policy mandates (Gupta, 2021). Gupta (2021) finds that participation varied by
background factors such as education and age but overall remained limited. This gap
between policy and practice persists even though Nepal’s laws and plans formally call
for participation. For instance, the 2015 Constitution and the 2017 Local Government
Operation Act both stress inclusive planning, and the country’s Fifteenth Plan explicitly
aims to “enhance ownership in local development planning”. Yet practical mechanisms
such as open forums and feedback channels are often underutilized or tokenistic.

This highlights a critical insight: responsiveness and accountability must be reciprocal.
Citizens must demand transparency while also fulfilling civic duties in turn. If citizens
restrict themselves to passive criticism but neglect basic duties such as littering, tax
evasion, ignoring public property, governance degrades. Conversely, when
governments blame citizens for “lacking civic sense,” it obscures those institutional
failures such as corruption and clientelism  that have set the tone. A growing body of
governance research shows that in societies where elites practice integrity, it raises
public expectations and norms. By contrast, if local officials drive SUV's over pedestrian
paths or politicians erect illegal billboards, ordinary people take the tacit message that
bending rules is acceptable. One analysis notes that in Nepal’s parties and agencies,
decision-making often “serves only to formally endorse decisions already made by top
leaders,” reflecting a clientelistic culture. In such settings, participatory institutions
exist on paper but function poorly. Only when both state and citizens hold each other to
account a “state-society synergy” can governance improve (Aceron, 2024).

International experience backs this synergy approach. Studies of civic engagement in
Southeast Asia and beyond show that combining grassroots mobilization with
government transparency yields better outcomes than top-down alone. For example,
community monitoring of school construction in the Philippines cut corruption and
improved quality (World Bank, 2004). Countries that support channels for civic input
— such as participatory budgeting meetings and public audits — often deliver more
effective public services. Crucially, these mechanisms work only if people know their
rights and responsibilities. OECD education research underscores that schools which
actively teach democratic engagement through student councils, debates, and services
projects produce young people who join community initiatives as adults. Conversely,
when civic education is purely academic and not practiced in daily life, citizens remain
disengaged (Westheimer & Kahne, 2004).
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2.2 The Enforcement Gap and Its Effects

In Nepal, the mismatch between laws and enforcement represents a major obstacle to
building civic sense. Legally, the state has tools to punish littering, corruption, even
disrespect in public places. For example, a municipal action in 2017 fined 174 people
for illegal dumping under the Solid Waste Act, with penalties up to NRs 25,000. Yet
widespread noncompliance persists in urban and rural areas alike. Investigations reveal
that enforcement agencies are often understaffed or influenced by local power brokers.
A report on Nepal’s judiciary notes that “institutions are marred by political
interference,” and while high-profile cases occasionally proceed, many offenders
escape sanctions. Citizens rationally deduce that adherence to civic obligations is futile
if enforcement is selective.

Moreover, weak enforcement of minor infractions feeds into larger governance
problems. If graffiti is not cleaned, speeding is unchecked, or garbage piles up, a sense
of disorder creeps in. Sociologists describe this as the “broken windows” effect: visible
norm violations invite further transgressions. Over time, societal respect for rules
erodes. In Nepal’s case, public spaces, parks, temples and streets increasingly bear the
signs of neglect. Few people pick up litter or queue orderly when there is no social
sanction. This “routine incivility” is not simply a lack of personal discipline; it reflects
a systemic failure to instill public ethics at all levels.

2.3 Moral Education and Cultural Transmission

At the heart of improving civic sense is education not just schooling but a lifelong
cultivation of values. In many societies, early childhood socialization and community
rituals once fulfilled this role. Nepal’s multi-ethnic culture historically emphasized
values like social cleanliness, responsibility to neighbors, and respect for nature. Rituals
(e.g., collective river cleansing, communal farming) inherently taught cooperation and
care. Today, those informal systems are weaker due to urbanization and media
influence. Research in moral development shows that values not actively taught tend to
deteriorate (Narvaez & Lapsley, 2009). Thus, formal education must compensate for
the breakdown of traditional transmission (Freire, 1970; Nussbaum, 2010).

Modern pedagogy suggests effective moral education is practical and reflective.
Students should engage in participatory projects such as student-led sanitation
campaigns or local history projects where they negotiate norms, rather than passively
memorizing codes. As one educator notes, citizenship education should be project-
based to “instill civic dispositions  and an attitude of responsibility for the well-being
of the community.” Students benefit when classroom lessons are connected to real
community issues (clean water, public health, minority rights). Importantly, moral
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education must emphasize the reason behind norms. For example, lessons on taxation
should explain how taxes fund public goods they use (roads, schools). When citizens
see public property (e.g., parks) as “ours” rather than abstract government land, they
adopt more protective attitudes. Nepal’s curricular innovations reflect these ideas, at
least in concept. Beyond Civic and Moral Education, the Population and Environmental
Education subject (50 marks) covers human rights and conservation. Globally, this
aligns with the trend toward Education for Sustainable Development (ESD), which links
personal values to societal outcomes. The Intergovernmental Panel on ESD, and
UNESCO’s Global Citizenship Education (GCED) framework, similarly advocate
teaching ‘why’ for civic duties, and embedding critical thinking. OECD education
papers confirm that countries with interactive civic curricula (e.g., Scandinavia,
Canada) achieve higher civic knowledge among youth. They also highlight shortfalls:
even if civic education exists in curricula across nations, teacher training often lags.
This is echoed in Nepal: teacher awareness and resources for new civic content remain
limited (Smith, 2015; OECD, 2025).

2.4 Leadership as Role Models

Leaders’ conduct plays a powerful role in shaping norms. When top officials visibly
obey laws and serve the public, it sets a positive social example (social learning theory).
Conversely, when Nepali politicians break election rules or local elites siphon off
development funds The proliferation of ‘negative role models’ means children grow up
hearing one message of “Protect our rivers”, but seeing leaders do the opposite. Studies
in social psychology suggest that consistent modeling of pro-social behavior by
authority figures can dramatically influence collective habits (Bandura, 1977).

Leadership should therefore come with a duty to “be a model.” Some countries institute
ethics oaths for officials, regular audit of conduct, and public awards for civic virtue
(Fukuyama, 1995; Nye, 2002). Nepal’s own path-breaking cases such as the media
exposing a minister building on government land show the power of shining a light on
elite misbehavior (Transparency International Nepal). Yet much remains to integrate
accountability into the political culture.

3. Recommendations

In light of these challenges, we synthesize the literature into a coherent framework for
Nepal (and similar contexts) that emphasizes:

3.1 Practical Civic Education

Schools should adopt curricula that actively engage students in community
issues. This could include service-learning projects, student participation in
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local councils, and interdisciplinary lessons on ethics (Narvaez & Lapsley,
2009; Westheimer & Kahne, 2004). At each grade level, teachers need training
not only in content but also in dialogic pedagogies that encourage students to
question and reason about rules. For example, lessons on environmental
protection should involve local clean-up activities followed by reflection on
community impact.

3.2 Early Moral Socialization

Family and community programs should reinforce values from childhood. Local
leaders, such as teachers, club heads and senior citizens, can help recover
informal norms by organizing festivals or campaigns that celebrate civic virtues
such as volunteering, mutual assistance, and shared labor. Media campaigns and
youth clubs can revive the notion that respecting public property is an honored
tradition, not simply a taboo from the past.

3.3 Accountable Governance

Political and bureaucratic systems need stronger checks including anti-
corruption bodies and independent media) to align leaders’ behavior with
citizens’ expectations. Civil society organizations, local assemblies, and
citizens’ charters can create forums where government and citizens co-sign
mutual commitments (Aceron, 2024). Decentralization laws give locals voice,
but they must be backed by capacity e.g., budget transparency laws and social
audits that allow communities to track spending (World Bank, 2004).

3.4 Cultivating Long-term Thinking

Curriculum and civic campaigns should highlight inter-generational obligations.
By understanding that public goods (roads, parks) were built by past taxpayers
and are sustained by present contributions, citizens may adopt a stewardship
mindset (Dahl, 1998). For instance, social studies can include local history
projects showing how communities worked together on irrigation or temples.
This frames development as a multi-generational project that children inherit
and shape.

4. Conclusion

Sustainable development demands more than top-down projects; it requires a cultural
transformation in which every citizen sees themselves as a stakeholder. In Nepal and
similar nations, the foundations for this shift in legal structures, education reforms, and
an active civil society exist in principle. The missing link has often been coherent
execution: laws must be enforced, and norms must be taught, not just written.
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To move forward, policymakers should treat citizen engagement not as a byproduct but
as a core development strategy. This means fully integrating civic responsibility into
education, public campaigns, and governance reforms. Schools must be strengthened as
incubators of civic sense, with teachers trained in practical citizenship education.
Government must signal seriousness by holding even elites to account for public-duty
violations, reinforcing the message that no one is above the common good. Civil society
and media should continue to highlight positive role models and successes of collective
action to inspire emulation.

When individuals understand that “public property is our property” (a perspective
raised by participatory theorists and educators), they are likely to protect it. Ultimately,
the goal is to cultivate a shared vision: development as both a right and a responsibility.
Citizens educated from childhood to value their duties become active guardians of
democracy and progress. With sustained effort across education, enforcement, and
leadership, the cycle of indifference can be broken. Nepal’s future indeed, any nation’s
future, will be strongest where the government and citizens progress together, each
holding the other accountable and contributing with a common purpose.
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Macroeconomic Resilience in Nepal
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Abstract:

The structural integrity of Nepal’s macroeconomy remains inextricably linked to
international labour migration and its resulting remittance inflows. As of mid-March
2026, net personal transfers reached NPR 1.28 trillion, driving a 33.2% surge in
Net Foreign Assets and serving as the primary stabilizer against a staggering goods
and services trade deficit. This paper analyzes the shift in foreign employment
policy, evaluating the transition from a predatory "migrant maze" toward a digitally
governed institutional framework. The analysis examines the suppression of
unlicensed shadow brokers to restore jurisdictional integrity, the decentralization of
the medical syndicate to provincial hospitals to lower pre-departure debt, and the
biometric integration of the FEIMS platform to mitigate orientation policy risks.
Correlating these reforms with macroeconomic stability, the paper analyses Nepal's
macroeconomic resilience ahead of its November 2026 LDC graduation. It
concludes with policy recommendations centered on international "Joint Liability"
and high-yield human capital, framing institutional accountability as the
fundamental guarantor of national financial solvency.

Keywords: Labour, Migration, Remittances, LDC Graduation, Institutional
Accountability, Macroeconomic Stability.

1. Background

For several decades, the departure gates at Tribhuvan International Airport have
functioned as the primary demographic and economic pivot for Nepal. Labour
migration is not merely a social phenomenon; it is the structural backbone of the nation's
macroeconomic stability. Historically, workers' remittances have accounted for
approximately one-quarter of Nepal's Gross Domestic Product (GDP), serving as a vital
source of liquidity and a primary stabiliser of the external sector (World Bank, 2024).
However, this reliance has fostered a "migrant maze," a precarious ecosystem defined
by systemic debt and predatory intermediation.

According to the Nepal Labour Migration Report 2024, the country now ranks fourth
globally in remittance-to-GDP ratio at 33.1%, receiving a record USD 14.2 billion in
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2024 (Ministry of Labour, Employment and Social Security, 2025). This reliance
reveals an internal imbalance; the report highlights profound provincial disparities, with
households in Koshi and Gandaki receiving over NPR 240,000 on average, nearly
double the inflows seen in Sudurpaschim and Karnali, where receipts range between
NPR 80,000 and 135,000 (Ministry of Labour, Employment and Social Security, 2025).
Such gaps demonstrate that "macroeconomic resilience" is unevenly distributed across
the country, often contingent on whether migrants access high-yield corridors or remain
concentrated in lower-income regional markets. As noted by the Policy Research
Institute (2026), the migration maze sustains a structural vicious cycle in which
remittance inflows primarily finance a consumption-driven economy characterized by
high import dependency and unproductive real estate speculation rather than domestic
industrial investment.

The legislative bedrock of the sector, the Foreign Employment Act (2007), was
promulgated to make this process safe and dignified. Yet, nearly two decades later, a
significant implementation gap persists. The prevalence of "shadow brokers,"
unlicensed sub-agents, has created a high-cost environment in which workers
effectively buy their own jobs, often incurring interest-bearing debt that consumes the
first year of their foreign earnings. As per Nepal Labour Migration Report 2024, without
dismantling the "migrant maze," the state cannot even begin to count the true human
cost, as over 13,000 deaths have been recorded since 2008 based only on compensation
claims (Ministry of Labour, Employment and Social Security, 2025). Official statistics
likely underestimate mortality and exploitation because undocumented workers, the
most vulnerable, remain entirely invisible in official datasets.

As of the eighth month of the fiscal year 2082/83 (April 2026), Nepal has entered a
period of profound macroeconomic divergence. Analysis of the latest Nepal Rastra
Bank (2026) data reveals a striking paradox: net personal transfers have surged to NPR
1,288,385 million (a 37.7% increase), yet the structural foundations of the labour market
are shifting. The surge in remittances has inadvertently facilitated a form of 'Dutch
Disease," where the influx of foreign currency maintains an overvalued real exchange
rate that penalizes domestic manufacturing (Bhusal, 2022). This provides the
macroeconomic explanation for the 'structural vicious cycle' identified by the Policy
Research Institute (2026) and complicates the resilience-seeking industrialization
required for a stable LDC transition.

This 'migrant maze' has resulted in a profound labor market imbalance. As noted by the
Nepal Planning Commission (Vikas, 2022), while millions of Nepalese youths seek
employment abroad, major domestic infrastructure projects such as the Arun III and
Mahakali Irrigation projects face acute labour shortages, often requiring the
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mobilization of an estimated 500,000 foreign workers. This suggests that the current
migration model is not just a social safety valve but a structural drain on national
development projects.

The surge in liquidity remains the sole reason for a current account surplus of NPR
552,847 million, effectively masking a staggering goods and services trade deficit of
NPR 1,191,905 million. The divergence between traditional labour corridors and
emerging high-compliance markets, characterized by a sharp contraction in GCC
permits and triple-digit growth in destinations like Malta, is quantified in Table 1.

Table 1: Comparative Analysis of Labour Permit Trends (Traditional vs.
Emerging Markets)

Labour Labour Permits | Percent
S.N cl\:fel:gl;e:y Dés;:;itri;’“ ( ;) Oe;i’/‘;; (2082/83 - Fight | Change
Eight Months) Months) (%)
1 | Traditional UAE 124,794 70,706 -43.3%
2 | Traditional | Saudi Arabia 51,426 39,922 -22.4%
3 | Traditional Malaysia 55,057 2,410 -95.6%
4 Emerging Malta 1,216 2,077 +105.4%
5 Emerging Cyprus 1,177 2,206 +87.4%
6 Emerging Poland 3,115 4,210 +35.2%
7 Emerging Japan 2,336 2,410 +3.2%

Source: Compiled and synthesized from Nepal Rastra Bank, "Number of Nepalese
Obtaining Labour Permit for Foreign Employment" (Table 26), and Department of
Foreign Employment (DoFE) Approved List for FY 2081-82 and 2082/83.

This geographic reorientation introduces new regulatory complexities, as higher-wage
destinations require more sophisticated pre-departure screening and cultural orientation.
This unique juncture, characterized by record-high inflows but declining traditional
permit issuances, has compelled the Ministry of Labour, Employment and Social
Security (2026) to initiate reforms. These interventions are timed to force an
institutional cleanup as Nepal approaches its LDC graduation in November 2026.
Strengthening the migration sector is no longer just a social imperative; it is a critical
strategy to ensure economic resilience amid the looming loss of preferential trade
benefits and potential domestic employment shocks associated with graduation.
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2. Analysis

The structural governance of Nepal's foreign employment sector is currently undergoing
a transformative recalibration, moving away from a regime of passive oversight toward
one of aggressive regulatory assertion. For decades, the "migrant maze" has been
sustained by information asymmetries and institutional rigidities that allowed
intermediaries to extract significant rents from vulnerable labour. To dismantle this
maze, the Ministry of Labour, Employment and Social Security (MoLESS) has
deployed a multi-pronged strategy targeting the primary cost drivers and risk factors in
the migration lifecycle. The efficacy of these interventions is not merely a question of
administrative will but of institutional design, requiring a departure from fragmented,
manual processes toward an integrated, digitally governed ecosystem.

Figure 1: The Structural Formalization of Nepal’s Migration Lifecycle

Medical . . .
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unlicensed "shadow monopoly to reduce the ~ manual processes with a  efforts are the
brokers" to legally "entry tax" (debt) transparent, biometric prerequisite for
bonded entities to imposed on rural "digital trail" via maintaining national
establish a clear line of  laborers. FEIMS to verify worker  liquidity through the
state accountability. readiness. LDC graduation stress

test.

3.1 Legal Enforcement Against Shadow Brokers and Jurisdictional Integrity

The integrity of the recruitment sector hinges on the strict enforcement of Section 10 of
the Foreign Employment Act (2007), which explicitly prohibits any individual or entity
from operating a foreign employment business without a valid license. Historically, the
enforcement of this provision was hampered by the proliferation of "shadow brokers,"
unlicensed sub-agents, education consultancies, and cyber centers that operated within
the legal blind spots of the Department of Foreign Employment (2026).

These entities functioned as the primary entry points into the "migrant maze," often
moonlighting as recruiters while lacking the legal mandate to touch a passport or collect
recruitment fees. Their removal from the value chain is essential to establishing a direct
line of accountability between the worker and the licensed agency. Dismantling the
'migrant maze' is a prerequisite for broader economic formalization.
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Table 2: Institutional Entry Barriers and Statutory Penalties

S. | Regulatory | Requirement / . .
N Area Violation Specification and Statutory Penalty
M t
| Business F?;lflfc?:f, Cash Deposit: NPR 20 Million
Licensing Bank Guarantee: NPR 40 Million
Guarantee
Operating Fine: NPR 300,000 to NPR 500,000
) Unauthorize without a Imprisonment: 3 to 7 Years
d Operation | License (Section | (Plus refund of any fees collected with 25%
10) interest)
Negligent or Financial Liability: Full reimbursement of
Health . .
3 Sereenin Fraudulent "Fit" worker's travel, visa, and return costs
& Reports (Section 72)
Orientation Overcharging Administrative Penalty: Immediate
4 Trainin beyond the NPR cancellation of institution license ("One-
& 700 Cap Strike" Policy)
Failure to send
5 Recruitment | worker within | Restitution: Full refund of principal amount
Failure the agreed plus 25% annual interest
period

Source: Compiled from the Foreign Employment Act (2064), Foreign Employment
Rules (2064), and the Health Institution Listing, Renewal and Monitoring Procedure
(Sixth Amendment, 2081).

As Bhusal (2022) identifies, the high prevalence of informal and undocumented
migration, particularly through open borders, deprives the state of accurate manpower
data. Therefore, the integration of migration lifecycles into the FEIMS platform serves
as a critical entry point for bringing 'shadow' financial flows into the formal banking
system, transforming migration management into a tool for national economic
formalization. The table below outlines the high financial and legal stakes established
by the current regulatory framework to ensure institutional accountability and protect
workers from exploitation.

The Department's recent seventy-two-hour ultimatum to unauthorized consultancies
marks a critical shift toward proactive enforcement (Department of Foreign
Employment, 2026). This is further supported by a current policy directive from the
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Ministry of Labour, Employment, and Social Security (2026), which has initiated a
crackdown on manpower companies charging beyond the mandated NPR 10,000
service fee. The Ministry has emphasized a "zero-tolerance" approach, utilizing the
'Hellosarkar' (1111) and 'Shramadhan' (1141) helplines to facilitate immediate reporting
of overcharging.

The disparity between legal mandates and market reality is starkest in the failure of
"Zero-Cost" migration. While bilateral agreements for Malaysia and various GCC
corridors stipulate an "employer-pay" model, the Nepal Labour Migration Report 2024
provides a sobering "official state admission" of the system's limitations. The report
notes that a mere 7% of workers currently migrate under a full "employer-pay" model,
while the remaining 93% continue to bear significant financial burdens (Ministry of
Labor, Employment and Social Security, 2025).

While the Nepal Foreign Employment Entrepreneurs’ Association (FEAN) argues that
the NPR 10,000 cap is "unrealistic" given that most employers do not cover processing
costs, the state’s current strategy, which includes on-the-spot questioning of departing
workers at Tribhuvan International Airport, signals a shift from passive oversight to
active jurisdictional assertion. As the state continues to squeeze these intermediaries in
the physical world, the challenge remains that operations may migrate to digital
platforms, necessitating a significant leap in cyber oversight and real-time monitoring
of social media recruitment.

3.2 Decentralization and the Dissolution of the Medical Syndicate

A secondary, yet equally potent, institutional bottleneck has been the centralized
"medical syndicate" that dominated pre-departure screenings for years. This monopoly
forced every aspiring migrant, regardless of their province of origin, to travel to the
Kathmandu Valley for mandatory health checks. This centralization not only increased
the direct financial burden on the worker, factoring in travel, lodging, and opportunity
costs, but also facilitated a culture of "pay-to-pass" certificates. While health centers
collect data, there is a lack of data-sharing by host countries. Thousands are declared
"medically unfit" upon arrival in the GCC/Malaysia and sent home without Nepal ever
receiving the diagnostic data.

Historically, specific accredited networks like the Gulf Approved Medical Center
Association (GAMCA), which operates 18 authorized centers in Nepal, have
maintained strict control over examinations for GCC countries. Fraudulent "fit" reports
from such syndicates have historically led to severe medical crises for workers in the
Gulf and Southeast Asia, where harsh working conditions quickly expose underlying or
undetected health issues.
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The tragic human cost of the current system underscores the urgency of medical reform.
Data reveals an average of three to five daily migrant fatalities, with a high incidence
of Chronic Kidney Disease (CKD) among returnees. These outcomes highlight the
failure of the centralized medical syndicate to provide rigorous, health-first screenings
that account for the extreme climatic vulnerabilities in destination countries. To address
these specific vulnerabilities, the Guideline for the Medical Treatment of Deprived
Citizen 2075 now provides free diagnosis and treatment for CKD specifically for the
poor Nepali population

The implementation of the Listing, Renewal, and Monitoring Procedure of Health
Institutions (2024) represents a fundamental disruption of this syndicate by opening
registration to government-owned hospitals across the seven provinces. As of
December 2024, the Department of Foreign Employment (DoFE) has registered a total
of 223 medical institutions and health assessment centers. By decentralizing these
services, the government effectively reduces the pre-departure debt burden on rural
migrants. Furthermore, the 2081 procedure introduces a robust liability framework
under Section 72 of the Foreign Employment Act (2007). Health institutions are now
held to a "Joint Liability" standard; if a worker is returned from a destination country
due to a negligent or fraudulent medical report, the clinic is legally bound to bear all
travel, visa, and return costs.

To ensure the integrity of this expanded network, a federal-level Multi-Sectoral Public
Health Committee, chaired by the Health Minister, has established a specialized sub-
committee on Population, Labor Migration, and Health. This body is tasked with
reviewing current policies and strengthening mechanisms to regulate health checkups
both before departure and upon arrival. The success of this decentralization, however,
depends on the ability of the Ministry of Labour, Employment and Social Security
(MoLESS) to monitor these provincial facilities with the same intensity as those in the
capital

3.3 Pre-Departure Orientation and the Digital Oversight Challenge

The most contested regulatory intervention in Nepal's migration lifecycle involves the
pricing and quality assurance of Pre-Departure Orientation Training (PDOT). The
government's decision to cap the orientation fee at NPR 700 is an attempt to define
orientation as a fundamental right and a public safety service rather than a profit-
generating enterprise for private training centers. (Ministry of Labour, Employment and
Social Security, 2019). PDOT is intended to be a life-saving intervention, providing
essential information on labor laws, cultural norms, and occupational safety. However,
imposing a strict fee cap in an inflationary environment creates a significant "Policy
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Risk": the potential for a race to the bottom in training quality. Currently, there are
around 143 training and orientation institutions registered with the Department of
Foreign Employment (DoFE), represented by the Federation of Nepal Foreign
Employment Orientation Agency (FEONA).

To mitigate this risk, the government is leveraging the Foreign Employment
Information Management System (FEIMS) to enhance digital oversight. By mandating
biometric attendance and real-time data integration, the state can verify that a worker
was physically present throughout the mandatory training. The scale of this oversight is
substantial; for the fiscal year 2081-82 (2024-2025), a total of 839,266 workers received
labor approvals, all of whom required integration into the state's digital and welfare
frameworks. To enforce accountability, the government increased the mandatory cash
guarantee for PDOT centers to NPR 500,000 in 2021. Furthermore, the DoFE has
implemented a "one-strike" policy where centers face immediate administrative
penalties or license cancellation for matching biometric data incorrectly at international
airports or overcharging fees.

However, biometric presence does not equate to effective knowledge transfer. This is
particularly concerning given the qualitative composition of the migrating workforce.
According to the Department of Foreign Employment (DoFE), the vast majority of
workers departing in FY 2081-82 fell into lower-tier skill categories. Skilled workers
accounted for 506,827 (60.4%) of total approvals. Unskilled workers totaled 227,407
(27.1%). Semi-skilled workers numbered 99,723 (11.9%). In contrast, professional and
high-skilled ~workers combined represented only 5,309 individuals, or less than 0.65%
of the total outbound flow. This skill gap is compounded by institutional resistance;
although the Foreign Employment Board updated the curriculum in 2021 to include
country-specific content and mental health, implementation has been delayed as centers
cite financial challenges under the current fee structure.

To bridge this gap, there is a need for standardized quality in institutional outputs. True
institutional accountability in this sub-sector will be achieved only when the digital trail
provided by FEIMS is supplemented by randomized, third-party audits of training
quality, ensuring that the NPR 700 investment results in a worker who is genuinely
prepared for the rigors of international labor markets. This is critical for those who
legalized their status through institutional and individual channels in the past year.

3.4 Macroeconomic Resilience

Institutional reforms within the foreign employment sector are inextricably linked to
Nepal’s broader macroeconomic landscape. As the primary driver of domestic liquidity
and the most significant stabilizer of the national balance of payments, outbound labor
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flows define the current economic model. Data from the Nepal Rastra Bank (2026)
confirms that the external sector’s health is directly contingent on the continuous flow
of workers across international borders. The latest monetary statistics reveal a 14.5%
year-on-year growth in Broad Money (M2), a surge primarily fueled by a 33.2%
increase in Net Foreign Assets (NFA). This accumulation is a direct consequence of
robust remittance inflows, totaling NPR 1,288,385 million, which serve as the critical
mechanism preventing a systemic balance-of-payments crisis amid a substantial trade
deficit. Table 3 below highlights the mechanical link between these inflows and national
solvency, showing that net personal transfers are 1.08 times the total goods and services
deficit.

The reliance on NFA, however, masks a deeper structural frailty: premature
deindustrialization. While the service sector's share of GDP has climbed to nearly 60%,
the industrial base remains stagnant at 14% (Khanal & Pant, 2026). As Bhusal (2022)
argues, this imbalance forces a service-oriented model built on "imported" labor-export
liquidity rather than local production. Although Nepal meets the income and human
assets criteria for Least Developed Country (LDC) graduation, its Productive Capacities
Index (PCI) remains low, rendering this reliance on labor exports a high-risk strategy
for post-graduation sustainability.

Table 3: Summary of External Sector Stability (Mid-March 2026)

) Credit (NPR | Debit (NPR Net (NPR
S.N | Macroeconomic Category Million) Million) Million)
| | Goods & Services (Trade | 533 157 6 | | 5249307 | -1.191,905.1
Balance)
la. | Merchandise Trade (Goods) 191,112.0 1,289,250.2 | -1,098,138.2
1b. | Services (Travel/Edu/Other) 141,915.6 235,682.5 -93,766.9
2 Secondary Income 1,304,105.8 | 15,7208 | 1,288,385.0
(Remittances)
3 Current Account Balance 2,077,805.7 1,524,958.1 552,847.7
Overall Balance of
4 — — 49.4
Payments (BOP) 658,349

Source: Compiled and adapted from Nepal Rastra Bank, "Summary of Balance of
Payments as per BPM6" (Table 28A), Eight-month data of 2082/83 (Mid-March 2026).

This frailty is compounded by a qualitative deficit in labour exports. While longitudinal
data from the Nepal Labour Migration Report 2024 indicates a significant quantitative
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shift, with the proportion of "unskilled" migrants dropping from 64% in 2017/18 to
21.9% in 2023/24, the transition remains confined to lower-tier competencies. During
the same period, the "skilled" category rose to 69.5%, yet this growth is largely
concentrated in vocational and manual trades rather than knowledge-intensive sectors
(Ministry of Labour, Employment and Social Security [MoLESS], 2025). Projections
suggest that by 2030, over 54% of South Asian youth may lack the skills necessary for
formal employment (Bhusal, 2022). Table 4 below from the Department of Foreign
Employment (DoFE) for Chaitra 2082 (mid-March to mid-April 2026) quantifies this
gap, revealing a state of "cognitive dependency."”

By exporting a workforce where approximately 91% are classified as unskilled or low-
tier skilled, while high-skilled and professional workers account for a mere 0.52%,
Nepal provides the physical labor for global value chains while remaining excluded
from knowledge-intensive processes (see Table 4). This reinforces a "Digital Great
Divergence," where a lack of sophisticated domestic skills limits the transition to
"resilience-seeking" Foreign Direct Investment (FDI) and prevents the absorption of
technological spillovers necessary for industrialization.

Table 4: Skill-wise = Labour Approval for (Mid-March to Mid-April 2026)

S.N Skill Type Male Female Total % of Total
1 High Skilled 56 14 70 0.11%
2 Professional 209 44 253 0.41%
3 Semi-Skilled 5,652 456 6,109 9.88%
4 Skilled (Low tier) 37,854 4,167 42,021 67.97%
5 Unskilled 11,941 1,426 13,366 21.62%
Total 55,712 6,107 61,819

Source: Department of Foreign Employment, "Report on Final Approved List Skill
Wise," Chaitra 2082

This dependency creates a policy paradox: short-term financial stability depends on
maximizing the efficiency of a sector the nation seeks to move away from in the long
term. This pressure is amplified by Nepal's scheduled LDC graduation in November
2026. The transition is expected to trigger market shocks, with the loss of preferential
access potentially jeopardizing 132,000 domestic jobs in the garment and carpet sectors
(International Labour Organization, 2026). Furthermore, the narrowing space for
concessional financing (PRI, 2026) necessitates that the migration sector become higher
yielding to compensate for reduced development assistance. To navigate this transition,
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Nepal’s labor market must evolve from a provider of manual labor to a source of semi-
skilled human capital, supported by Bilateral Labour Agreements that incorporate
"Employer-Pay" models to ensure migration serves as a tool for national growth rather
than a debt burden for the youth.

3.5 Policy Recommendations

The dismantling of the "migrant maze" requires a transition from reactive administrative
measures to proactive, systemic institutional reforms. To ensure that recent regulatory
shifts lead to sustainable macroeconomic resilience, a suite of integrated policy
interventions is necessary.

The primary recommendation for the Ministry of Labour, Employment and Social
Security is the comprehensive digital integration of the migration lifecycle via the
FEIMS platform. The state must mandate a smartphone-based "Pre-Departure
Verification Protocol" linked directly to FEIMS before airport departure (Department
of Foreign Employment, 2025). To ensure this "digital handshake" is inclusive of the
21.6% of workers in unskilled categories who may face tech-literacy barriers, the
proposed regional "One-Stop Service Hubs" should feature dedicated FEIMS Help
Desks. This integration would effectively render "shadow brokers" obsolete, as any
contract not registered in the system would be flagged at the immigration desk.

Beyond domestic enforcement, Nepal must address the recruitment cost crisis by
renegotiating BLAs to include explicit "Joint Liability" clauses, in line with the
standards set by the Foreign Employment Act (2007). This framework ensures that
foreign employers and Nepalese recruitment agencies (RA) are held equally
accountable for fee violations, a prerequisite for securing placements in high-wage
markets that prioritize ethical recruitment (International Labour Organization, 2026).
To make this actionable, the RA should serve as the primary guarantor of the worker's
financial integrity. If an employer violates "Employer-Pay" norms, the liability should
fall on the domestic RA to "buy back" that debt or face immediate liquidation of their
NPR 60 million financial guarantee, thereby outsourcing due diligence to the private
sector.

Concurrently, the state must bridge the "Return" gap by implementing a health
screening system at Tribhuvan International Airport for the half-million workers
returning annually. Currently, reintegration programs prioritize "livelihood" over "well-
being," creating a fiscal blind spot regarding occupational illnesses. Health centers
should not only be liable for travel costs (Section 72) but must be integrated into a
system that tracks health status longitudinally, comparing pre-departure to post-return
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data, to determine if chronic conditions, such as Chronic Kidney Disease (CKD), are
work-related and to enable timely intervention.

Furthermore, the government must address the potential conflict between low-cost
services and high-quality outcomes. The Foreign Employment Welfare Fund should
support the current fee cap on Pre-Departure Orientation Training (PDOT) to subsidize
standardized digital curricula (Ministry of Labour, Employment and Social Security,
2019). Finally, the geographical centralization of services must be permanently
dismantled by expanding health screenings and administrative services to provincial
"One-Stop Service Hubs," reducing the pre-departure debt burden and providing a local
"legal anchor" that discourages unlicensed intermediaries.

Collectively, these institutional interventions serve to transition Nepal’s external sector
from a state of fragile dependency to one of structural resilience, ensuring that the
migration lifecycle actively supports the industrialization goals of the post-graduation
economy.

4. Conclusion

The dismantling of Nepal’s "migrant maze" is no longer merely a matter of social
welfare; it is a fundamental prerequisite for national macroeconomic solvency. This
paper has demonstrated that the structural integrity of Nepal’s economy, anchored by a
current account surplus of NPR 552.8 billion, is built on a fragile paradox. While record-
breaking remittance inflows of NPR 1.28 trillion provide the liquidity necessary to
stabilize the national balance of payments, the underlying system remains characterized
by predatory intermediation, systemic debt, and a profound skill deficit that traps
over 91% of the outbound workforce in low-tier or unskilled categories.

The recent regulatory pivot by the Ministry of Labour, Employment and Social
Security, facilitated by the biometric integration of the FEIMS platform, the
decentralization of the medical syndicate to provincial hospitals, and aggressive legal
enforcement against unlicensed "shadow brokers", marks a critical transition
toward institutional accountability. By shifting the burden of liability from the
vulnerable migrant to the recruiting agency and the medical institution, the state is
beginning to reclaim jurisdictional integrity. However, for these reforms to translate
into long-term macroeconomic resilience, they must evolve from reactive
administrative crackdowns into a proactive strategy for human capital appreciation.

As Nepal approaches its November 2026 LDC graduation, the stakes of this institutional
cleanup are absolute. The looming loss of trade preferences and the anticipated
contraction of concessional financing necessitate a migration model that functions as a
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high-yield engine for domestic development rather than a demographic safety valve.
Achieving this transition requires the total digital formalization of the recruitment
lifecycle, the rigorous enforcement of "Joint Liability" in bilateral labor agreements,
and a strategic shift in labor composition toward knowledge-intensive sectors.

Ultimately, the goal of institutional reform is to transform migration from a "structural
drain" into a "structural bridge." By replacing the "migrant maze" with a transparent,
digitally governed framework, Nepal can ensure that its most valuable resource, its
youth, serves as the cornerstone of a resilient, production-led economy capable of
sustaining growth in the post-graduation era.
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Abstract:

Nepal’s development planning system has sustained institutional continuity for more
than six decades, yet its effectiveness remains constrained by structural weaknesses.
Despite successive periodic plans under the National Planning Commission, the
persistent gap between policy intent and implementation outcomes reflects
institutional fragmentation, weak integration between planning and budgeting, and
limited institutional ownership. The evolution of planning from centralized
governance to democratic participation and federal decentralization has expanded
inclusiveness but also introduced complexity, resulting in dispersed public investment
and weak prioritization across projects. Evidence from programs such as national
health insurance and municipal hospital expansion highlights systemic deficits in
project readiness, coordination, and accountability. These challenges are
compounded by political transitions and fiscal misalignments, where annual budgets
often diverge from strategic priorities. This reflects a structural planning-budget
disconnect rather than an isolated implementation failure. To move forward, Nepal
must reposition planning as a binding governance function anchored in a long-term
national vision, supported by coherent fiscal frameworks, credible target-setting, and
disciplined implementation systems. Only by institutionalizing planning as a binding
governance discipline can Nepal transform its constitutional and institutional
frameworks into instruments of sustained national development.

Keywords: Development Planning; Federalism; Fiscal Federalism; Implementation;
Institutional Reform; National Planning Commission; Planning—Budget
Integration;,  Policy  Coordination;, Public Fiscal Management;
Governance.

1. Background
1.1 Foundation of Planning in Nepal

Although the concept of economic planning was first introduced in Nepal in 1939, it
was only with the announcement of the First Five-Year Plan in 1956 that a systematic
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effort toward planned development truly began. Since then, multiple periodic plans have
been implemented, and the 16" Five-Year Plan (BS 2081/82-2085/86) is currently
underway. The National Planning Commission (NPC), headed by a Vice- Chairperson
appointed by the Government, serves as the central body responsible for formulating
national policies and development plans. Above the NPC stands the National
Development Council (NDC), chaired by the Prime Minister and comprising
representatives from government agencies, public figures and professionals. The NDC
provides overarching policy direction, ensures that development plans reflect national
aspirations and reviews implementation performance. Guided by these directives, the
NPC formulates economic and social policies, prepares periodic and annual plans,
evaluates development programs, and estimates resource requirements, including
budgetary, manpower, and material needs. However, sectoral plan formulation is
primarily undertaken by ministries and line agencies under the framework of periodic
plans. Despite decades of planning practice, Nepal’s system continues to face persistent
constraints in resource availability, governance effectiveness, and implementation
capacity. Domestic resource mobilization has remained weak, limiting the scale of
development interventions. Key sectors, particularly social and economic
infrastructure, continue to receive inadequate budget allocations. In addition,
monitoring, evaluation and management information systems remain underdeveloped,
reducing the effectiveness of resource utilization. The capacity to identify and prepare
bankable projects for external financing is also limited. Procurement processes for
construction materials and services are frequently constrained by bureaucratic
inefficiencies and governance-related challenges, including corruption risks.
Furthermore, limited access to skilled and credible professionals continues to hinder
effective implementation and innovation.

1.2 Evolution of Planning Practice in Nepal

Nepal’s development planning has evolved in step with the country’s political and
institutional changes, yet the central challenge of linking priorities, budgets, and
implementation has remained unresolved. In the earlier era of centralized governance,
planning was more structured and hierarchical, with clearer connections between
national priorities and execution. This system lacked inclusiveness, but it provided
stability and medium-term consistency. The democratic transition opened space for
participatory planning, allowing local needs and sectoral interests to shape agendas.
While this inclusiveness was a democratic gain, it also complicated prioritization. Plans
increasingly reflected aggregated demands rather than strategic choices, leading to
dispersed public investment across low-priority projects. Federalism brought another
transformation, distributing planning responsibilities across federal, provincial, and
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local governments. In principle, this decentralization promised responsiveness and local
ownership. In practice, however, coordination mechanisms remain weak, leading to
overlapping projects, inconsistent priorities, and limited integration across jurisdictions.
The result is a planning system that is more participatory and visible, but also more
fragmented and less coherent.

These structural shifts have cumulative implications for planning effectiveness. The
most fundamental weakness lies in the breakdown of the planning hierarchy. Instead of
a long-term national strategy guiding sectoral policies and project selection, planning
now often begins with project-level demands. This inversion weakens prioritization,
fragments investment, and limits transformative outcomes. Weak integration between
planning and budgeting further undermines coherence, as annual budgets frequently
diverge from periodic plans. Implementation fragility, marked by poor project
preparation, procurement delays, and weak coordination, adds another layer of
constraint.

Assessments of Nepal’s periodic plans consistently reveal a gap between targets and
achievements. Ambitious goals for growth, infrastructure, and social development have
been undermined by systemic execution deficits. These include weak linkages between
plans and budgets, delays in project readiness, limited inter-agency coordination, and
inadequate monitoring systems. Taken together, these patterns show that Nepal’s
challenge is not the absence of plans, but the absence of an integrated planning
architecture. The system is procedurally active yet structurally weak, producing
documents without consistently delivering outcomes. To move forward, Nepal must
treat planning not as a periodic exercise, but as a binding governance framework that
enforces coherence across vision, fiscal discipline, and execution. Only then can
planning become a true instrument of national transformation.

1.3 Planning in the Federalism Era

With the promulgation of the Federal Republic Constitution in 2072, Nepal adopted a
three-tier system of government, each actively engaged in constitutionally allocated
rights and responsibilities. Complementary legislation, including the Local Government
Operation Act of 2074, the Intergovernmental Fiscal Arrangement Act of 2074, and the
establishment of the Natural Resource and Fiscal Commission, has been enacted to
facilitate national planning, execution, resource collection and mobilization. Over the
past decade, annual budgets and plans across federal, provincial, and local governments
have been implemented under these constitutional provisions.

Yet, the most desirable development outcomes remain elusive. Industrial output,
agricultural productivity, industrial and productive sectors, educational institutions, and
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other public agencies have largely failed to generate results sufficient to absorb the
growing labor force. Each year, roughly half a million individuals enter the labor
market, but the absence of adequate employment opportunities forces many to seek
work abroad, draining the country of productive human capital. Meanwhile, public debt
continues to rise year after year. Investments financed through domestic and external
borrowing have yielded limited returns, failing to establish efficient infrastructure or a
sustainable industrial base. This paradox of mounting debt without commensurate
development underscores the urgent need for reform. This paper, therefore, seeks to
provide insights into how Nepal’s planning processes can be reframed to foster
prosperity. By strengthening institutional capacity, ensuring accountability, and
aligning fiscal and development priorities with the realities of labor markets and
industrial needs, Nepal can transform its constitutional framework into a foundation for
genuine economic progress.

1.4 Fiscal Federalism

Fiscal federalism provides an economic framework for understanding how
responsibilities for spending and taxation are divided among different levels of
government. In Nepal, this framework has become especially important since the
adoption of the Federal Republic Constitution in 2072 BS, which established a three-
tier system of government: federal, provincial, and local, each with constitutionally
defined rights and duties. At its core, fiscal federalism is less about politics and more
about public economics. It examines how responsibilities are shared: for example,
macroeconomic policy is typically managed by the central government, while local
governments focus on services such as education, health, and micro infrastructure. It
also addresses “tax assignment”, the division of revenue-raising powers. Taxes on
highly mobile bases, such as international trade or corporate profits, are generally
assigned to the federal government, while taxes on less mobile bases, such as property
or local services, are better suited to provincial or municipal governments.

In Nepal, this division is supported by key legislation, including the Intergovernmental
Fiscal Arrangement Act (2074 BS) and the Local Government Operation Act (2074
BS), as well as by institutions such as the Natural Resource and Fiscal Commission.
These frameworks are designed to balance expenditure responsibilities with revenue
capacity. Yet mismatches remain local governments often face greater spending
obligations than their ability to raise revenue, making grants and fiscal transfers
essential. Traditional fiscal federalism theory emphasizes efficiency, transparency, and
accountability in dividing spending and taxing powers. In practice, Nepal’s experience
highlights both the promise and the challenges of federalism. While decentralization
has brought governments closer to citizens, weak institutional capacity, uneven resource
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mobilization, and limited coordination across tiers have constrained outcomes. Thus,
fiscal federalism in Nepal is not only a matter of theory but of urgent practice.
Strengthening intergovernmental fiscal relations, improving tax assignment, and
ensuring that grants-in-aid are predictable and performance-based are critical steps.
Only then can Nepal’s federal system deliver on its constitutional promise of
empowering local governments, fostering balanced development, and creating a more
resilient national economy. Within this context, the paper examines how the planning
system can be strengthened to support coherent and effective national development.

1.5 Economic Development — theoretical survey

According to Hail and Hall (2006), the economic development policy in the United
States has always been closely tied to federalism, urbanization, and industrialization
(ibid). The authors further argue that from the early debates between Hamilton (First
US Secretary of the Treasury, 1789-1795 under President George Washington), over
the Bank of the United States, the central question was whether economic development
should be a national responsibility or left to states and localities. Hamiltonians argued
for a flexible interpretation of the Constitution and strong national involvement to build
industry. Over time, Hamilton’s vision prevailed, especially after the Civil War, leading
to national investment in infrastructure, education, and transportation. Later, the New
Deal expanded federal responsibility for economic development through public works,
regulation, and social programs, while subsequent eras, such as Nixon and Reagan’s
“New Federalism”, sought to devolve authority back to states, though the federal
government retained a guiding role.

Rawls (1971) argues that inequalities are justified only if they benefit the least
advantaged members of society. This provides a normative basis for Equalization
Grants provided by the National Natural Resources and Fiscal Commission (NNRFC).
If the government decides to invest heavily in a "Digital Nepal" initiative, Rawlsian
ethics would argue this is only just if it improves the lives of the "bottom quintile" (the
poorest 20%). In Nepal, the "least advantaged" often live in the Karnali Province and
parts of the Sudurpashchim. The Difference Principle mandates that these regions
receive higher per-capita funding than wealthier regions like Bagmati to bridge the
development gap.
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Table 1 - Rawls vs. Nepal Planning

Rawlsian Concept

Nepali Planning
Equivalent

Strategic Goal

Veil of Ignorance

Bottom-up Participatory
Planning

Eliminating elite capture of
resources.

Equalization Grants

Liberty Principle Constitutional Rights & Ensuring local autonomy in
Federalism decision-making.

Equality of Reservation & Targeted Reducing caste and ethnic

Opportunity Scholarships disparities.

Difference Principle | Conditional & Prioritizing Karnali and

marginalized groups.

Source: Authors Analysis, 2026.

Applying Rawls’ framework to Nepal’s planning context transforms the "Sixteenth Plan
from a mere economic document into a social contract. It shifts the focus from
Aggregate GDP Growth to Maximin Planning to maximizing the minimum level of
welfare in the country. Pierre and Peters (ibid) identify several modes of governance
from hierarchy to steering. Nepal's planning history reflects a tension between two
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specific modes, these are:

(a) The Governance Model - from hierarchy to steering

1) The Hierarchical Model (Traditional): For decades, Nepal’s planning system
operated under a top-down hierarchical model. The National Planning
Commission (NPC) functioned as the central coordinating authority, effectively
“rowing” the economy through centralized Five-Year Plans. Planning,
budgeting, and implementation were vertically integrated, with limited

autonomy at subnational levels.

1) The Transformational Model (Post-2015): With the promulgation of the 2015
Constitution, Nepal formally transitioned toward a federal governance structure,
requiring a shift from “rowing” to “steering.” In this model, the NPC is expected
to provide long-term national vision (e.g., Vision 2043) and strategic direction
aligned with the Sustainable Development Goals (SDGs), while provinces and

local governments assume implementation responsibilities.

However, this transition remains incomplete, as legacy central control over key

planning and fiscal instruments continues to influence subnational decision-making.
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(b) State Capacity and Institutional Complexity

Pierre and Peters (2000) argue that decentralizing states face increasing "institutional
complexity” requiring new coordination mechanisms between levels of government.

Table 2 - Pierre & Peters’ Framework applied to Nepal

Pierre & Peters Nepal Planning Reality Governance Status
Concept

State Shift from Unitary to Ongoing; state is "restructuring",

Transformation | Federal planning. not "declining."

Steering vs.

NPC sets 25-year visions;

Struggling,  the federal level

Rowing Locals implement. still wants to "row."

Network High reliance on Strong Development is a
Governance International Donors/NGOs. | collaborative network.
Institutional High at the Center; Low at | Asymmetric creates

Capacity Local levels. "implementation bottlenecks."

Source: Authors Analysis, 2026.

According to Pierre and Peters (2000), the governance of planning in Nepal can be
understood as being in a phase of state reassertion. While political authority has been
decentralized, key governance instruments, such as the budget and the civil service,
remain relatively centralized. The central challenge, therefore, is to transition from
hierarchical coordination toward a more collaborative network model, where the federal
government provides strategic direction without constraining subnational autonomy.

Nepal’s shift from a single planning center to a multi-level system (1 federal, 7
provinces, and 753 local governments) has created what can be described as a
“coordination gap”. Although political authority is decentralized, administrative and
financial capacity remains uneven. The federal government continues to influence
subnational planning through conditional transfers and grant systems, illustrating a form
of “steering through fiscal instruments.”

(c) Governance as Interaction (State vs. Society)

A central dimension of Pierre and Peters’ framework is governance as an interactive
system between the state and external actors, including NGOs, private sector
institutions, and development partners. In Nepal, planning is not an internally contained
process but a “negotiated governance order”. Institutions such as the World Bank, ADB,
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and various NGOs actively shape policy priorities, financing structures, and
development narratives. This produces what can be termed a networked planning
environment, where development priorities are co-produced by domestic institutions
and international actors. At the same time, it raises concerns regarding policy autonomy
and agenda influence, as external actors significantly shape “governing images” of
development.

(d) Governing Instruments (the "How'" Governance)

Pierre and Peters emphasize that governance is best understood through the instruments
states use to achieve policy objectives. In Nepal, governance instruments have evolved
but remain hybrid in nature. Traditional command-and-control mechanisms continue
through centrally funded projects and administrative directives. However, newer
instruments under fiscal federalism, such as equalization grants and performance-based
funding, represent a shift toward indirect steering mechanisms.

These instruments reflect a transition from coercive governance (“sticks”) toward
incentive-based governance (“carrots”), aimed at aligning subnational priorities with
national development goals such as “Prosperous Nepal, Happy Nepali”.

(e) Contemporary Federal Development Context

In modern governance systems, economic development is increasingly characterized by
multi-actor interdependence, involving federal, provincial, and local governments,
along with private sector and non-governmental actors. Policy tools such as incentive
programs, workforce development initiatives, and infrastructure investments are now
evaluated through comparative performance indicators and rankings. However, these
measures often mask persistent inequalities between urban and rural regions. The rise
of “third-party governance structures”, including NGOs, foundations, and special
purpose entities, has further diversified authority, but also increased fragmentation in
accountability structures. As a result, contemporary economic development policy
requires balancing innovation, institutional coordination, and long-term planning within
a decentralized governance system characterized by both opportunity and structural
fragmentation.

1.6 Public Financial Management

In Nepal’s federal structure, public financial management (PFM) is central to how the
three tiers of government, federal, provincial, and local, exercise their constitutionally
assigned fiscal responsibilities. Public finance refers to the use of government spending
and revenue to stabilize the economy, promote economic development, and achieve
sustained economic growth. It is not merely an accounting exercise, but a vital public
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administration process grounded in laws, rules, and principles that sovereign
governments establish. The overarching goal is to manage economic turbulence,
whether recession, inflation, or rapid growth, by designing fiscal policies that stabilize
macroeconomic indicators such as employment, inflation, investment, interest rates and
debt levels.

From a theoretical perspective, the primary objective of PFM is to maintain a balanced
and sustainable budget while keeping debt ratios under control. In practice, however,
Nepal’s fiscal federalism reveals tensions. Federal authorities often emphasize
macroeconomic stability, while provincial and local governments focus on service
delivery and infrastructure. This division creates mismatches between expenditure
responsibilities and revenue capacity. Grants and fiscal transfers are therefore essential,
but they must be predictable and performance-based to avoid inefficiency. Moreover,
fiscal policy cannot operate in isolation; it must coordinate with monetary policy
instruments managed by Nepal Rastra Bank. Without such coordination, it is impossible
to effectively manage inflation, unemployment, or growth.

1.7 Political Economy of Planning

Planning systems always operate within broader political contexts, and their
effectiveness is shaped by the degree of political stability and institutional continuity.
In the past, frequent changes of government have historically disrupted the consistency
of policy implementation. Periodic plans are designed to provide stability, but their
success depends on sustained commitment across political cycles. In practice, however,
administrations have often introduced fresh priorities, shifting focus and reallocating
resources. This undermines predictability and weakens the foundation for long-term
investments. Compounding the problem, planning documents are often treated as
indicative rather than binding, and the absence of strong accountability mechanisms
means that deviations from plans rarely undergo systematic review or correction.

This dynamic is most visible in the persistent disconnect between planning and
budgeting. The political economy of Nepal ensures that, as planning priorities shift with
each administration, the annual budget becomes the primary instrument through which
these changes are translated into expenditure decisions. Although periodic plans
provide a formal framework for development priorities, annual budgets frequently
incorporate additional programs and projects that are not fully embedded within the
approved planning framework. This reflects the influence of short-term adjustments and
evolving administrative priorities on fiscal decision-making. The result is a structural
misalignment between planning intent and budget execution. Public investment
becomes fragmented across a large number of projects, each receiving insufficient
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allocation, which prolongs implementation cycles and reduces efficiency in capital
expenditure. Over time, this has produced a landscape of partially completed projects
and diluted strategic focus. Reviews of public expenditure repeatedly highlight this
phenomenon as “thinly spread investment portfolios,” where resources are distributed
too widely to achieve timely completion or scale efficiency.

In this sense, Nepal’s planning—budget disconnect is not merely a technical coordination
issue but a fiscal expression of its political economy. When planning priorities remain
unstable and subject to continuous reinterpretation, the budget becomes the mechanism
for accommodating these shifts. This weakens the disciplining role of planning in
resource allocation and prevents the system from functioning as a coherent instrument
of national development.

2. Analysis
2.1 Persistent Gaps and Structural Weaknesses

Development planning has long stood at the heart of Nepal’s socio-economic
transformation, yet its trajectory has been marked by uneven outcomes. Since the
mid-twentieth century, periodic plans under the stewardship of the National Planning
Commission have sought to articulate national priorities, allocate resources, and
coordinate interventions. Progress in poverty reduction, social development, and
infrastructure expansion is undeniable, but achievements have consistently fallen short
of planned targets. The difficulty lies not in the absence of plans or institutions but in
structural weaknesses that prevent effective alignment between vision, fiscal allocation,
and execution. Too often, planning has been reduced to a documentation exercise rather
than a discipline guiding decisions and implementation.

For planning to be effective, coherence must be maintained across strategy, policy,
programs, project design, budgeting, time sequencing, and implementation. Long-term
national aspirations should shape sectoral policies, which in turn guide programs and
projects. When these layers of planning are aligned, planning functions as a disciplined
system of development management; when fragmented, it remains aspirational.
International experience underscores that underperformance is rarely due to flawed
objectives but rather to weak project preparation, unrealistic assumptions, and poor
governance. In Nepal, the challenge is not the lack of instruments but the absence of
coherence across planning layers and institutions. Strategic visions are often
disconnected from fiscal allocations, time sequencing, and execution discipline remains
fragile, leaving ambitious documents without the institutional and financial backbone
to deliver results.

9%



An effective planning system must therefore be understood as a disciplined framework
that connects vision, resources, execution, monitoring, evaluation, and learning in a
coherent and time-bound sequence. It begins with a clearly defined national
development vision that sets the long-term direction of impactful change. This vision
must be translated into strategies and budgets that are tightly aligned, ensuring fiscal
decisions reinforce policy intent rather than drift into fragmented priorities. Institutions
must provide mechanisms for coordination and accountability so that planning becomes
a living system of governance rather than a paper exercise. Equally important is
implementation readiness: projects must be prepared with realistic assumptions,
sequenced logically, and monitored rigorously to sustain momentum.

In Nepal’s context, strengthening coherence across planning layers, linking vision,
budgeting, and implementation, is central to transforming development planning from
an aspirational exercise into a genuine instrument of national transformation. Only by
ensuring that policy intent, fiscal allocation, and execution operate in a mutually
reinforcing manner can Nepal move beyond partial achievements and deliver
cumulative, sustainable outcomes that match the aspirations of its people

2.2 Structural Weaknesses in Planning Practice

This section provides empirical validation for the structural constraints, political
economy dynamics, and fiscal misalignments examined in the preceding chapters.
Rather than treating implementation failures as isolated incidents, the analysis
illustrates how the systemic features of the National Planning Commission’s
architecture manifest as concrete development outcomes across various sectors. By
situating these cases within the broader framework of Nepal’s planning history, it
becomes clear that the design of the state's central planning apparatus directly influences
the success or failure of localized projects. These programs and policies represent
recurring patterns in major public initiatives, revealing how fundamental weaknesses in
the planning hierarchy, a lack of institutional continuity, and poor fiscal alignment
translate into chronic inefficiencies and resource fragmentation. Each example serves
as a tangible expression of system-wide constraints rather than a sector-specific
anomaly.

Historically, the National Education Program, Basic Needs Program, the development
vision of attaining Asian-level living standards, Infrastructure Program, Malaria
Eradication and Resettlement Programs, the establishment of real sector industries, and
the Karnali Chisapani Multipurpose Hydropower Project exemplify how grand-scale
infrastructure planning in Nepal has often faltered due to political economy
complexities and the absence of a robust, long-term strategic consensus. Similarly, the
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Integrated Rural Development initiatives and the Small Farmers Development Program
highlight the difficulty of maintaining institutional memory and scaling grassroots
successes within a rigid, top-down bureaucratic structure. The legacy of the Agricultural
Perspective Plan further underscores the disconnect between visionary policy
documents and the budgetary mechanisms required to sustain them over multiple
decades. In a contemporary context, the Prime Minister Employment Program
illustrates how political pressures can trigger fiscal misalignment, where short-term
distributive goals frequently supersede the long-term structural transformations
envisioned in national plans.

The National Health Insurance Programme serves as a primary example of the tension
between high-level policy ambition and the practical limits of system readiness. While
the rapid expansion of health coverage is socially desirable, it occurred without the
necessary institutional and fiscal groundwork, reflecting a significant disconnect
between the National Planning Commission’s strategic vision and the operational
reality of implementation. From a political economy standpoint, the program has been
subject to the shifting priorities of successive administrations, undermining fiscal
continuity and leading to an inconsistent commitment to phased rollouts. Consequently,
the expansion of entitlements without corresponding budgetary support has placed
immense structural pressure on reimbursement mechanisms, resulting in chronic
payment delays and diminished operational efficiency.

A similar pattern is visible in the Municipal Hospital Initiative, which highlights the
structural fragmentation inherent in service-delivery planning. In this case, the
aggressive expansion of physical infrastructure was not adequately integrated with
essential supply-side requirements, such as human resources, operational financing, and
medical equipment. This initiative has suffered from uneven implementation across
different administrative cycles, as varying levels of institutional ownership affected the
continuity of execution. Fiscally, the heavy focus on capital investment for construction
was not matched by long-term recurrent budget allocations for staffing and
maintenance. This isolation of infrastructure planning from broader fiscal frameworks
has led to the underutilization of completed facilities and a general inefficiency in the
management of public assets.

Broader issues regarding Public Investment and Project Readiness further validate these
systemic weaknesses, particularly the lack of discipline at the project entry point. Too
often, projects enter the national pipeline without rigorous feasibility studies, detailed
designs, or procurement readiness. This lack of technical rigor is frequently exacerbated
by political economy dynamics, where new priorities are introduced mid-cycle,
disrupting the logical sequencing of development work. In fiscal terms, this results in a
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highly dispersed investment portfolio where resources are spread too thin across too
many concurrent projects, leading to prolonged completion periods and wasted capital.

Ultimately, this Budget-Plan Misalignment represents a fundamental rupture in the
planning hierarchy. Annual budgets frequently diverge from the strategic priorities
established in the National Planning Commission’s periodic plans, allowing parallel and
often contradictory prioritization processes to emerge. When budget allocations reflect
short-term political adjustments rather than stable, long-term commitments, the result
is a fragmented investment environment. This lack of institutional ownership ensures
that programs are often discontinued before they can mature, leading to high sunk costs
and a loss of institutional learning. The synthesis of this evidence confirms that the
failures observed across Nepal’s social and infrastructure sectors are not isolated
technical errors but are the predictable outcomes of a planning architecture that lacks
the authority to enforce discipline. These interconnected constraints demonstrate that
the challenges facing Nepal’s development management are deeply systemic, rooted in
the absence of a coherent framework capable of integrating strategy, budgeting, and
implementation.

2.3 Federalism and Coordination Challenges

The implementation of federalism has fundamentally reshaped Nepal’s planning
architecture by redistributing public resources, strategic and operational responsibilities
across federal, provincial, and local levels. While this shift toward decentralization has
successfully bolstered local participation and improved responsiveness to community
needs, it has simultaneously introduced complex coordination requirements that remain
only partially institutionalized within the current planning system. Empirical evidence
suggests that intergovernmental coordination is currently uneven, characterized by
overlapping mandates, the duplication of programs, and significant inconsistencies in
prioritization across the three tiers of government. In the absence of robust coordination
mechanisms, planning processes at each level of the state tend to evolve in parallel
rather than functioning as a unified, integrated system. These hurdles are more than
mere administrative friction; they represent a significant structural transition issue
where the expansion of decentralized planning authority has outpaced the development
of necessary supporting frameworks. Consequently, the potential efficiency gains
promised by a federal structure are often offset by fragmentation in both the design and
execution of development projects.

To resolve these constraints, the planning system must be strengthened across three core
dimensions within the framework of the National Planning Commission. First, there is
an urgent need for a clearer delineation of functional responsibilities to prevent
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jurisdictional confusion. Second, the state must establish formalized intergovernmental
coordination mechanisms that move beyond ad hoc meetings to ensure genuine
planning alignment. Finally, the creation of integrated planning frameworks is essential
to maintain vertical coherence, ensuring that local investments and national priorities
reinforce one another. Without achieving this systemic alignment, Nepal risks a
scenario where administrative decentralization occurs without the vital planning
integration required to drive meaningful national development.

2.4 Target Setting and Credibility

Ambitious target setting remains a defining characteristic of development planning in
Nepal. While these high-level targets serve as a vital signaling function for policy
aspirations, their ultimate success depends on the existence of credible implementation
pathways and robust institutional capacity. Historically, however, targets have often
been formulated without a realistic assessment of feasibility conditions, such as
institutional readiness, the actual availability of financial resources, or the logical
sequencing of interventions and economic and financial analysis. This persistent gap
between ambition and execution leads to frequent target revisions and partial outcomes,
which ultimately erodes the credibility of planning documents and diminishes their
utility as guiding instruments for national development. Within the National Planning
Commission’s broader framework, this issue highlights a structural tension between
aspirational planning and implementation realism that can only be resolved by
integrating resource planning and capacity assessments directly into the formulation
stage.

To address these systemic challenges, Nepal must move beyond incremental
adjustments toward a comprehensive reform of its planning architecture, emphasizing
coherence, discipline, and enforceability. The foundation of this new system should be
the institutionalization of a long-term national development framework, reaching
toward 2045 or 2050, to serve as the apex strategic reference for all periodic plans. This
framework would define long-term transformation priorities and provide much-needed
continuity across political cycles, ensuring that medium-term investments remain
anchored in a stable national vision. Central to this reform is the restoration of a strict
planning hierarchy where sectoral strategies and projects are explicitly derived from the
national strategy, preventing the common pitfall of bottom-up aggregation without
strategic validation.

Furthermore, the structural disconnect between planning and budgeting must be
corrected by legally and operationally binding the periodic plans to the Medium-Term
Expenditure Framework and annual budgets. By ensuring that budgeting is derived
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from prioritized plan interventions, the state can limit the ad hoc inclusion of projects
that bypass the formal planning framework. This discipline must extend to project entry
standards, shifting the system from an approval-driven model to a readiness-driven
model. Under this approach, no project would enter the pipeline without meeting
mandatory thresholds for feasibility, design, economic/financing clarity, with scientific
analysis of economic/social return on public investment and environmental
preparedness, thereby significantly reducing the risk of implementation failure. The
effectiveness of this reformed system also requires a modernization of execution
governance, including the adoption of professional project management systems and
performance-based accountability mechanisms. In the context of federalism, this
involves creating a coordinated architecture that clearly divides responsibilities across
government tiers while linking federal, provincial, and local priorities through
integrated platforms. Consequently, the role of the National Planning Commission must
evolve from merely drafting documents to overseeing system-level coordination and
enforcing planning discipline across the state. Ultimately, the transition requires
viewing planning not as a periodic exercise in document production, but as a rigorous
governance discipline where priorities are consistent, budgets are aligned, and
implementation is strictly monitored to ensure sustained development outcomes.

2.5 Lessons and Current Challenges

Like other countries, Nepal has faced repeated fiscal and economic crises. The critical
question is whether lessons from past crises can serve as models for future resilience,
or whether each crisis is unique and requires tailored responses. Today, Nepal confronts
global challenges such as rising inflation, high electricity development costs, the price
of petrol products, and fears of another recession.

Public debt continues to grow, yet investments financed through borrowing often fail to
generate productive infrastructure or industrial bases. This paradox underscores the
need for stronger fiscal discipline, better project selection, and transparent governance.
In the context of fiscal federalism, Nepal must refine its planning processes to ensure
that federal, provincial, and local governments work in harmony. Effective PFM
requires not only sound budgeting but also credible institutions, coordinated fiscal and
monetary policies, and the capacity to mobilize resources equitably. By aligning fiscal
responsibilities with economic realities such as labor market pressures, debt
management, and infrastructure needs, Nepal can transform fiscal federalism from a
constitutional framework into a practical engine of prosperity.
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3. Conclusions
3.1 Rebuilding Planning - system of national discipline

Nepal’s experience with development planning reveals a profound structural paradox.
On the one hand, the country has a well-established institution such as the National
Planning Commission (NPC), supported by successive periodic plans, sectoral
strategies, and policy frameworks. On the other hand, the translation of these plans into
consistent and transformative outcomes has been constrained by systemic weaknesses
rooted in political economy dynamics and institutional fragmentation.

The NPC, despite its legacy and credibility, has long operated without sufficient legal
authority, leaving planning and execution vulnerable to political interference and
institutional overlap. Successive governments have created parallel bodies with
overlapping mandates, which have  diluted accountability, fostered mandate conflicts,
and entrenched a status quo that undermines coordination and resource allocation.
Reforming this fragmented architecture is now urgent. The NPC must be legally
empowered to act as the central steward of national planning, ensuring coherence across
budgeting, execution, and institutional capacity development.

This challenge is not rooted in the absence of planning instruments but in the lack of a
coherent architecture that sustains alignment between national vision, sectoral
priorities, fiscal allocation, and implementation discipline. Over time, Nepal’s planning
system has expanded in scope and procedural complexity, particularly through
democratic transitions and federal restructuring. Yet this expansion has not been
matched by stronger integration. The result is a planning environment marked by weak
prioritization, limited enforceability, and fragile implementation. Recurring disconnects
between plans and budgets, proliferation of inadequately prepared projects, and
discontinuity across political cycles illustrate that the problem is fundamentally one of
governance rather than technical design.

Global best practice underscores that effective planning systems are those that
institutionalize discipline and coherence. Countries such as Switzerland, South Korea,
Thailand, and Singapore transformed their economies by embedding planning within a
legally empowered central institution, ensuring that long-term visions guided fiscal
decisions and project execution. Theories of development management, from Gunnar
Myrdal (1957 )'s emphasis on institutional coherence to Flyvbjerg (2013 )'s insights on
project readiness and governance, highlight that success depends less on the ambition
of targets than on the credibility of implementation pathways. Nepal’s experience
resonates with these lessons: ambitious plans have repeatedly faltered because they
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were not anchored in enforceable frameworks or supported by rigorous project
preparation.

To address this, Nepal must shift decisively from reactive, document-driven practices
toward a disciplined system anchored in a long-term national development framework.
Planning must be repositioned as a core governance function, not a periodic
administrative exercise. The NPC’s role must evolve from plan preparation to system
stewardship, ensuring coherence across sectors, enforcing prioritization, and
safeguarding continuity across political cycles. Legal empowerment of the NPC is
essential to dismantle overlapping institutions and establish a single authoritative body
capable of guiding national transformation.

Ultimately, the effectiveness of planning in Nepal will not be measured by the number
of plans produced but by the extent to which those plans shape decisions, guide resource
allocation, and deliver measurable outcomes. The central challenge is not to plan more,
but to institutionalize planning discipline so that development planning becomes a
binding framework for national transformation. By aligning vision, fiscal discipline,
and execution, Nepal can move beyond partial achievements and realize the aspirations
of its people. In this way, the country can transform its planning legacy into a strategic
instrument of nation-building, drawing on global lessons while tailoring reforms to its
own federal and political context.
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